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S.Y. BANCORP, INC. AND SUBSIDIARY
Unaudited Condensed Consolidated Balance Sheets
September 30, 2010 and December 31, 2009

(In thousands, except share data)

Assets
Cash and due from ban
Federal funds sold and interest bearing due fronks
Mortgage loans held for sa
Securities available for sale (amortized cost @f%@83 in 2010 and $224,488 in 20!
Securities held to maturity (fair value of $25 i@1® and $37 in 200¢
Federal Home Loan Bank stock and other secul
Loans
Less allowance for loan loss
Net loans
Premises and equipment, |
Bank owned life insuranc
Accrued interest receivab
Other asset
Total asset
Liabilities and Stockholders’ Equity
Deposits;
Nor-interest bearin
Interest bearin
Total deposit:
Securities sold under agreements to repurc
Federal funds purchas
Other shor-term borrowings
Accrued interest payab
Other liabilities
Federal Home Loan Bank advan:
Subordinated debentur
Total liabilities
Stockholder equity:
Preferred stock, no par value. Authorized 1,000 gltfres; no shares issued or outstan
Common stock, no par value. Authorized 20,000,0@0es; issued and outstanding 13,707,043
13,606,532 shares in 2010 and 2009, respect
Additional paic-in capital
Retained earning
Accumulated other comprehensive incc
Total stockholder' equity

Total liabilities and stockholde’ equity
See accompanying notes to unaudited condensedlitiated financial statements.
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(Unaudited)
September 30 December 31
2010 2009
$ 26,30 $ 25,77:
5,021 6,651
9,91¢ 13,24¢
257,80¢ 228,22!
24 35
5,772 5,54
1,489,39: 1,435,46.
24,43 20,00(
1,464,96! 1,415,46.
30,83: 28,01¢
25,87: 25,13(
5,861 5,74¢
48,75( 37,64¢
$ 1,881,12. $ 1,791,47
$ 251,48. $ 211,35:
1,211,29: 1,206,83.
1,462,77 1,418,18.
60,91 51,32:
23,27: 19,51¢
1,232 1,80¢
417 427
43,55¢ 45,22
80,44°¢ 60,45:¢
40,90( 40,93(
$ 1,71351. $ 1,637,86!
6,57¢ 6,244
11,73¢ 9,72¢
144,24° 135,44:
5,04¢ 2,19¢
167,60¢ 153,61
$ 1,881,12. $ 1,791,47
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S.Y. BANCORP, INC. AND SUBSIDIARY
Unaudited Condensed Consolidated Statements ofrl@co

For the three and nine months ended Septembel030,&hd 2009

(In thousands, except per share data)

Interest income
Loans
Federal funds sol
Mortgage loans held for sg
Securities— taxable
Securities— tax-exempt
Total interest incom
Interest expenst
Deposits
Fed funds purchase
Securities sold under agreements to repurc
Federal Home Loan Bank advani
Subordinated debentur
Total interest expens
Net interest incom
Provision for loan losse
Net interest income after provision for loan los
Nor-interest income
Investment management and trust serv
Service charges on deposit accol
Bankcard transaction reven
Gains on sales of mortgage loans held for
Gains on sales of securities available for
Brokerage commissions and fe
Bank owned life insurance incor
Other
Total nor-interest income
Nor-interest expense
Salaries and employee bene
Net occupancy expen:
Data processing expen
Furniture and equipment exper
FDIC insurance expen:
Other
Total nor-interest expense
Income before income tax
Income tax expens
Net income
Net income per shar
Basic
Diluted
Average common share
Basic

Diluted

For three months endec

For nine months endec

September 30 September 30
2010 2009 2010 2009

$ 20,28t $ 19,41¢ % 59,21+ $ 57,36¢
41 31 85 51
97 10E 21€ 28¢€
1,271 1,392 4,051 4,00(
324 27¢ 857 837
22,01¢ 21,22t 64,42 62,53¢
3,21( 4,61¢ 10,28¢ 13,95
14 15 31 53
89 76 257 184
622 917 1,70: 2,56t
86¢ 884 2,591 2,642
4,804 6,50¢ 14,86¢ 19,39;
17,21 14,71 49,55t 43,14
2,69¢ 3,47¢ 7,774 7,30(
14 51¢ 11,24 41,78 35,84:
3,04¢ 2,731 9,53¢ 8,20¢
2,20(C 2,12(C 6,20: 5,96¢
837 74% 2,451 2,151
601 667 1,431 1,61(
15¢ — 15¢ —
52t 43¢ 1,48¢ 1,25¢
251 24¢ 742 737
721 1,25: 2,35( 2,89¢
8,33¢ 8,201 24,35¢ 22,82¢
8,197 7,56¢ 24,60¢ 22,63¢
1,13¢ 1,06( 3,70¢ 3,081
1,11¢ 1,091 3,57¢ 3,37(
31€ 31€ 951 91t
49¢ 471 1,50(C 2,13¢
2,72( 2,521 7,908 7,18¢
13,98¢ 13,02¢ 42,24" 39,327
8,872 6,41¢ 23,89¢ 19,34:
2,501 2,01¢ 6,992 5,917
6,36¢ 4,39¢ 16,90 13,424
$ 0.4 $ 03z $ 124 % 0.9¢
$ 0.4€ $ 032 $ 1.2t $ 0.9¢
13,70: 13,58¢ 13,67¢ 13,55(
13,80 13,70: 13,77( 13,69

See accompanying notes to unaudited condensedlitated financial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Unaudited Condensed Consolidated Statements of Elagls
For the nine months ended September 30, 2010 08l 20
(In thousands)

Operating activities
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Provision for loan losse
Depreciation, amortization and accretion,
Deferred income tax bene
Gain on sale of securities available for ¢
Gain on sales of mortgage loans held for
Origination of mortgage loans held for s
Proceeds from sale of mortgage loans held for
Bank owned life insurance incor
Increase in value of private investment fu
Loss on the sale of premises and equipr
Loss on the sale of other real es
Stock compensation exper
Excess tax benefits from sh-based compensation arrangeme
Reversal of valuation of mortgage servicing ric
Increase in accrued interest receivable and otsats
(Decrease) increase in accrued interest payablethed liabilities
Net cash provided by operating activit
Investing activities
Purchases of securities available for ¢
Proceeds from sale of securities available for
Proceeds from maturities of securities availabteséde
Proceeds from maturities of securities held to mitgt
Net increase in loar
Purchases of premises and equipn
Proceeds from disposal of premises and equip
Proceeds from sale of foreclosed as
Net cash used in investing activiti
Financing activities
Net increase in deposi
Net increase in securities sold under agreemenmepiarchase and federal funds purche
Net (decrease) increase in other s-term borrowings
Proceeds from Federal Home Loan Bank adva
Repayments of Federal Home Loan Bank adva
Repayments of subordinated debent
Issuance of common stock for options and divideziavestment pla
Excess tax benefits from sh-based compensation arrangeme
Common stock repurchas
Cash dividends pai
Net cash provided by financing activiti
Net (decrease) increase in cash and cash equis
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe
Supplemental cash flow informatic
Income tax paymen
Cash paid for intere:
Supplemental nc-cash activity:

Transfers from loans to other real estate ow
See accompanying notes to unaudited condensedlitated financial statements.
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2010 2009
16,90: 13,42
7,77t 7,30(
2,38¢ 1,79¢
(1,975) (1,767)
(15¢) —
(1,43)) (1,610
(109,849) (188,51))
114,60 187,95:
(742) (737)
(347) (55€)
2 —
24 2
704 50¢
(89) (1259
— (176)
(7,135) (386€)
(1,609) 30¢
19,06« 17,42:
(190,47)) (187,08)
27,06¢ —
137,62 126,86
11 6
(61,75() (66,016)
(4,640) (2,369)
3 J—
1,111 251
(91,05) (128,33))
44.,59¢ 90,82t
13,34¢ 14,31«
(577) 24C
20,00( 20,46(
(8) 4
(30) (30)
51€ 1,44¢
89 123
(81) (300)
(6,969 (6,900
70,88¢ 120,17
(1,102) 9,26:
32,42 27,11
31,32: 36,37
6,35¢ 6,85¢
14,87¢ 19,45
4,57¢ 632
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S.Y. BANCORP, INC. AND SUBSIDIARY

Unaudited Condensed Consolidated Statement of @sandStockholders’ Equity

Balance December 31, 20
Net income

Change in accumulated other
comprehensive income, net of i

Stock compensation exper

Stock issued for stock options exerci:

and dividend reinvestment pl:

Stock issued for non-vested restricte:

stock
Cash dividends, $0.51 per sh.

Shares repurchased or cance

Balance September 30, 20

(In thousands, except per share data)

For the nine months ended September 30, 2010

Accumulated

Common stock other
Number of Additional Retained comprehensive
shares Amount paid-in capital earnings income Total

13,607 $ 6,24 % 9,72¢ $ 13544. $ 2,19¢ $ 153,61
— — — 16,90: — 16,90:
— — — — 2,85( 2,85(
— — 704 — — 704
59 19¢ 60C — — 79€
54 181 961 (1,147 — —
— — — (6,987) — (6,987
(13) (44) (260) 32 — (272)

13,700 $ 6,57¢ $ 11,73¢ $ 14424 $ 504¢ $ 167,60¢

See accompanying notes to unaudited condensedlitiated financial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Unaudited Condensed Consolidated Statements of abrapsive Income
For the three and nine months ended Septembel030,&hd 2009
(In thousands)

Three months ended

Nine months ended

September 30, September 30,
2010 2009 2010 2009
Net income $ 6,36t $ 439¢ $ 16,90: $ 13,42:
Other comprehensive income, net of 1
Unrealized gains on securities available for <
Unrealized gains arising during the period (netiaafof
$682, $712, $1,590 and $261, respectiv 1,26¢€ 1,32¢ 2,95¢ 48t
Reclassification adjustment for securities gairadized ir
income (net of tax of ($56), $0, ($56), and $0,
respectively’ (1093 — (1093 —
Other comprehensive incor 1,168 1,328 2,85( 48~
Comprehensive incorr $ 7,528 $ 572 $ 19,75: $ 13,90¢

See accompanying notes to unaudited condensedlitiated financial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY

Notes to Unaudited Condensed Consolidated Financi&tatements

1)

Summary of Significant Accounting Policies

The accompanying unaudited condensed consolidataxcial statements have been prepared in accardaitit the instructions to
Form 10-Q and do not include all information andtfmtes required by U.S. generally accepted acamyptinciples (US GAAP) for
complete financial statements. The consolidategiitial statements of S.Y. Bancorp, Inc. (“Bancpgpid its subsidiary reflect all
adjustments (consisting only of adjustments of mrab recurring nature) which are, in the opiniomaEnagement, necessary for a fair
presentation of financial condition and result®pérations for the interim periods.

The consolidated financial statements include twants of S.Y. Bancorp, Inc. and its wholly-owrsedbsidiary, Stock Yards Bank &
Trust Company (“Bank”). S.Y. Bancorp Capital Trilss a Delaware statutory trust that is a whallyned unconsolidated finance
subsidiary of S.Y. Bancorp, Inc. Significant intemgpany transactions and accounts have been eliediaiconsolidation.

A description of other significant accounting p@gis presented in the notes to the ConsolidaiteahEial Statements for the year
ended December 31, 2009 included in S.Y. Bancoipd Annual Report on Form 10-K. Certain recléisations have been made in
the prior year financial statements to conformuoent year classifications.

Interim results for the three and nine month periedded September 30, 2010 are not necessaritaindg of the results for the entire
year.

Critical Accounting Policies

Management has identified the accounting policgitesl to the allowance for loan losses as critwdhé understanding of Bancorp’s
results of operations and discussed this conclusitinthe Audit Committee of the Board of Directo8nce the application of this
policy requires significant management assumptinsestimates, it could result in materially diffier amounts to be reported if
conditions or underlying circumstances were to geassumptions include many factors such as clwimgaorrowers’ financial
condition which can change quickly or historicadaatios related to certain loan portfolios whitdly or may not be indicative of
future losses. To the extent that managemegsumptions prove incorrect, the results fronraifmas could be materially affected b
higher or lower provision for loan losses. The acttng policy related to the allowance for loansles is applicable to the commercial
banking segment of Bancorp.

Additionally, management has identified the accmgnpolicy related to accounting for income taxesatical to the understanding of
Bancorp’s results of operations and discussecctiislusion with the Audit Committee of the Boardfectors. The objectives of
accounting for income taxes are to recognize theusntnof taxes payable or refundable for the curyear and deferred tax liabilities
and assets for the future tax consequences ofstleatthave been recognized in an entity’s findrst&ements or tax returns.
Judgment is required in assessing the future tagxemuences of events that have been recognizeahicoBo’s financial statements or
tax returns. Fluctuations in the actual outcom#hes$e future tax consequences, including the sffgfigperiodic IRS and state agency
examinations, could materially impact Bancorp’sfinial position and its results from operations.
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()

Securities

The amortized cost, unrealized gains and losselsfaanvalue of securities available for sale fallo

September 30, 201/ Amortized Unrealized
Securities available for sale Cost Gains Losses Fair Value
(in thousands)
Government sponsored enterprise obligat 140,32t 3,671 $ 1 % 143,99¢
Mortgage-backed securitie 57,26¢ 2,59¢ 45 59,81¢
Obligations of states and political subdivisic 50,84: 1,91¢ 2 52,75¢
Trust preferred securities of financial instituti 1,25( — 14 1,23¢
Total securities available for sale 249,68 8,18t $ 62 $ 257,80¢
December 31, 2009 Amortized Unrealized
Securities available for sale Cost Gains Losses Fair Value
(in thousands)
U.S. Treasury and other U.S. government

obligations 3,00( 19 % — $ 3,01¢
Government sponsored enterprise obligat 122,76: 2,00¢ 79 124,68t
Mortgagebacked securitie 65,17¢ 1,51¢ 17 66,68
Obligations of states and political subdivisic 32,29¢ 68¢ 17t 32,81:
Trust preferred securities of financial instituti 1,25( — 22% 1,02t
Total securities available for sale 224,48t 423 $ 49%€ $ 228,22
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The amortized cost, unrealized gains and lossesfaanvalue of securities held to maturity follow:

September 30, 2010 Amortized Unrealized Fair
Securities held to maturity Cost Gains Losses Value
(in thousands)

Mortgage-backed securities $ 24 3 1 % — 3 25
December 31, 2009 Amortized Unrealized Fair
Securities held to maturity Cost Gains Losses Value

(in thousands)

Mortgage-backed securities $ 3B % 2 3 — 3 37

In addition to the available for sale and held tumity portfolios, investment securities held bgridorp include certain securities
which are not readily marketable. This categoryudes holdings of Federal Home Loan Bank of Cinath(FHLB) stock which are
required for borrowing availability, and are cldiesl as restricted securities. Other securitiesizt of a Community Reinvestment /
(CRA) investment which matures in 2014, and isyfabbllateralized with a government agency secwoitgimilar duration. These
securities are carried at cost as follows:

September 30 December 31
Federal Home Loan Bank stock and other securities 2010 2009
(in thousands)
Federal Home Loan Bank sto $ 4771 $ 4,54¢
Other securities 1,001 1,001
Total Federal Home Loan Bank stock and other secuties $ 5772 $ 5,547
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A summary of securities as of September 30, 20%@dan contractual maturity is presented belowu&lanaturities may differ from
contractual maturities because some issuers hawggtht to call or prepay obligations.

Securities Securities
Available for Sale Held to Maturity

(In thousands) Amortized Cost Fair Value Amortized Cost Fair Value
Due within one yea $ 73,18: $ 73,19¢ $ — $ —
Due within one year through five yee 83,82: 86,66: 6 6
Due within five years through ten ye:i 37,54¢ 39,89¢ 16 17
Due after ten years 55,13: 58,04% 2 2

$ 249,68: $ 257,80t $ 24 $ 25

Securities with unrealized losses at Septembe2@0) and December 31, 2009, not recognized in iecara as follows:

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

(In thousands) Value Losses Value Losses Value Losses
September 30, 201!
Government sponsored enterprise

obligations $  4999¢ $ 1 $ — 3 — $  49,99¢ 1
Mortgage-backed securitie 3,98: 45 — — 3,98: 45
Obligations of states and political

subdivisions 1,12( 2 — — 1,12( 2
Trust preferred securities of financial

institutions 1,23¢ 14 — — 1,23¢ 14
Total temporarily impaired securities $ 56,33 $ 62 $ — $ — $ 56,33 $ 62
December 31, 200!
Government sponsored enterprise

obligations $ 1340: $ 79 3 — — $ 13,40 % 79
Mortgagebacked securitie 9,692 17 — — 9,692 17
Obligations of states and political

subdivisions 8,08¢ 17t — — 8,08¢ 17t
Trust preferred securities of financial

institutions — — 1,02t 22F 1,02¢ 22t
Total temporarily impaired securities $ 3117¢ $ 271 $ 1,028 $ 228 $ 32,200 $ 49¢€

10
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(3)

In the third quarter of 2010, for tax planning posps, Bancorp sold securities with a cost of $Z5(HID, resulting in gains totaling
$159,000. There were no sales of securities irsdéinee period of 2009.

The investment portfolio includes a significantdéwef obligations of states and political subdieiss. The issuers of the bonds are
generally school districts or essential-servicelipuhorks projects. The bonds are concentratadentucky, Indiana and Ohio. Each
of these securities has a rating of A or bettea lbgcognized bond rating agency.

Unrealized losses on Bancorp’s investment secsijitttfolio have not been recognized in income bsedhe securities are of high
credit quality, the decline in fair values is laggdue to changes in the prevailing interest raig eredit environment since the purch
date, management does not intend to sell the imeggs, and it is not likely that the Bancorp wil kequired to sell the investments
before recovery of their amortized cost bases, whiay be maturity. The fair value is expectedetmorer as the securities reach their
maturity date and/or the interest rate and creditrenment returns to conditions similar to whea #ecurities were purchased. These
investments consist of 7 and 14 separate investpasitions as of September 30, 2010 and Decemh&08D that are not considered
other-than-temporarily impaired. Based on thegeaildel reviews, Bancorp has not recorded other-tearporary losses on any
securities held at September 30, 2010.

As of September 30, 2010, Bancorp had no securitiésh had been impaired for 12 months or longeroASeptember 30, 2010,
Bancorp had one trust preferred security with ditrating below investment grade — Caal by Moodwgigestor Service. This
security had an amortized cost of $1,000,000, gyicey value of $996,400, and an unrealized 10s83p600. Management evaluates
the impairment of securities on a quarterly basissidering various factors including issuer finahcondition, agency rating, paym:
prospects, impairment duration and general indugindition. Based on the evaluation as of Septe®®e2010, management is of
opinion that none of the securities is other-themgorarily impaired. Management does not intensktbthe investments, and it is not
likely that Bancorp will be required to sell thev@stments before recovery of their amortized castb, which may be maturity.

Stock-Based Compensation

The fair value of all new and modified awards geginnet of estimated forfeitures, is recognizedamspensation expense. These
forfeiture estimates are based on historical expes.

Bancorp currently has one stock-based compensaliéon Initially, in the 2005 Stock Incentive Pldihere were 735,000 shares of
common stock reserved for issuance of stock bagadda. At Bancorp’s Annual Meeting of Shareholderkl on April 21, 2010,
shareholders approved a proposal to amend the 2@@% Incentive Plan to reserve an additional 70@ ghares of common stock for
issuance under the plan. As of September 30, 2b&fe were 770,698 shares available for future @svar

Bancorp’s 1995 Stock Incentive Plan expired in 20@&wvever, options granted under this plan expérlate as 2015. Options and
stock appreciation rights (SARs) granted genefalye been subject to a vesting schedule of 20%eg@at Prior to 2009, those grar
to certain executive officers vested six montherajrant date. Restricted shares generally vestthvee to five years, with limited
exceptions of shorter vesting schedules due taipated retirement. All awards under both plaesergranted at an exercise price
equal to the market value of common stock at the of grant and expire ten years after the gratet da

11
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Bancorp has recognized stock-based compensati@nsgpwithin salaries and employee benefits irctimsolidated statements of
income, as follows:

For three months ended For Nine months ended
September 30, September 30,
2010 2009 2010 2009
Stock-based compensation expense befor
income taxe! $ 248,90 $ 181,00( $ 704,10 $ 509,00(
Deferred tax benef 87,10( 63,00( 246,40( 178,00(
Reduction of net incom $ 161,80( $ 118,000 $ 457,70C $ 331,00(

Bancorp expects to record an additional $249,000adk-based compensation expense in 2010. AsmteSiber 30, 2010, Bancorp
has $2,613,000 of unrecognized stock-based compiemsxpense that will be recorded as compensatipense over the next five
years as awards vest. Bancorp received cash @@3D and $897,000 from the exercise of optiongsduhe first nine months of
2010 and 2009, respectively.

The fair value of Bancorp’s stock options and SAdRRastimated at the date of grant using the Bladkefs option pricing model, a
leading formula for calculating the value of stagkions. This model requires the input of subjecissumptions, changes to which
can materially affect the fair value estimate. Tdievalue of restricted shares is determined Bpdrp’s closing stock price on the
date of grant. The following assumptions were useglAR/option valuations at the grant date in egedr:

2010 2009
Dividend yield 2.1&% 2.11%
Expected volatility 23.87 23.5¢
Risk free interest rat 3.57 3.11
Forfeitures 5.96 5.9¢
Expected life of options and SARs (in yez 7.6 7.7

The expected life of options is based on actuaés&pce of past like-term awards. All outstanddpgions have a 10-year contractual
term. Bancorp evaluated historical exercise arsl-pesting termination behavior when determining eépected life of options and
SARs.

The dividend yield and expected volatility are lzhea historical information corresponding to th@ested life of awards granted. 1
expected volatility is the volatility of the undgirig shares for the expected term on a monthlysbaBhe risk free interest rate is the
implied yield currently available on U.S. Treasisyues with a remaining term equal to the expeldedf the awards.

12
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A summary of stock option and SARs activity anditedl information for the nine months ended Septerddg2010 follows. The
number of options and SARs and aggregate intriveize are stated in thousands.

Weighted Weighted Average
Average Aggregate  Average Remaining
Options Exercise Intrinsic Fair Contractual
and SARs Exercise Price Price Value Value Life
At December 31, 200
Vested and exercisak 73C $ 9.82-26.8: $ 205( $ 1,66/ $ 4.52 4.42
Unvestec 27¢€ 20.9(-26.8: 23.81 = 541 7.9¢
Total outstanding 1,00¢ 9.82-26.8: 21.41 1,66¢ 4,7¢ 5.3¢
Granted 85 21.0¢ 21.0¢ 322 5.31
Exercisec (59 9.82-22.81 11.81 663 2.4C
Forfeited (14 22.14-26.8¢ 24.17 15 5.5C
At September 30, 201
Vested and exercisak 744 9.82-26.8: 21.5¢ 2,63 4.7¢ 4.2
Unvestec 274 21.0:-26.8¢ 22.8t 61€ 5.3¢ 7.9¢
Total outstanding 1,01¢ 9.82-26.8¢ 21.8¢ $ 3,257 4.9¢ 5.2:
Vested during nine months enc
September 30, 201 80 22.14-26.87 23.9: % 12 5.52

The aggregate intrinsic value of stock options eised was calculated as the difference in the m¢pprice of Bancorp’s common
shares on the date of exercise and the exercise, pnultiplied by the number of shares exercised.

The weighted average Black-Scholes fair valuesptibas and SARs granted in 2010 and 2009 were $n81$5.36, respectively.
In the first quarter of 2010, Bancorp granted 88,58 Rs at the current market price of $21.03 aBthak-Scholes fair value of $5.3.
Also, in the first quarter of 2010, Bancorp granbdg292 shares of common stock at the current rhariee of $21.03. No SARs or
common stock grants were awarded in the secorturdrquarters of 2010.
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(4)

(5)

Allowance for Loan Losses and Impaired Loans

An analysis of the changes in the allowance fon loases for the nine months ended September 30, &td 2009 follows
(in thousands):

2010 2009
Beginning balance January 1, $ 20,000 $ 15,38:
Provision for loan losse 7,774 7,30(
Loans charged o (3,997) (3,31%)
Recoveries 651 47¢
Ending balance September 30, $ 24,43 $ 19,83¢
Information about impaired loans follows (in thonda):

September 30, 201/ December 31, 200!

Principal balance of impaired loans $ 12,02¢ $ 11,20¢
Impaired loans with a valuation allowar 6,052 8,68¢
Amount of valuation allowanc 1,452 1,67¢
Impaired loans with no valuation allowar 5,971 2,52(
Average balance of impaired loans for the period 12,38¢ 7,00t

Federal Home Loan Bank Advances

The Bank had outstanding borrowings of $80.4 nrilliat September 30, 2010, comprised of seven sefared rate advances as
detailed in the table below (in thousands).

Amount Fixed rate Amortization Maturity Call Feature Next Call Date
$ 20,00( 3.65% None December 201 Non callable
20,00( 4.58% None May 2012 Quarterly November 201(
10,00( 1.9%% None April 2012 Non callable
10,00¢( 2.67% None April 2014 Non callable
10,00( 2.1&% None May 2014 Non callable
10,00¢( 1.94% None August 201¢ Non callable
44~ 2.4(% 15 Year April 2024 Non callable
$ 80,44!

For the first six advances, interest payments aeerdonthly, with principal due at maturity. Foetbeventh advance, principal and
interest payments are due monthly based on a Iayeartization schedule. The weighted averageafitieese seven advances was
3.16% at September 30, 2010. Advances from theB-ate collateralized by certain commercial anddesiial real estate mortgage
loans under a blanket mortgage collateral agreearsh&HLB stock.

The Bank’s agreement with the FHLB of Cincinnatakles the Bank to borrow up to an additional $130ilBon as of September 30,
2010 under terms to be established at the timkeohtivance. The Bank also has standby letteredftdrom the FHLB totaling $14.8
million outstanding at September 30, 2010. Undentkicky law, customer cash balances in Investmemtagement and Trust
accounts, may be retained as deposits in the Beektucky law requires these deposit accounts toaoked by some form
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of collateral above the $250,000 per account ptiteprovided by the FDIC. Standby letters of éréwm the FHLB collateralize
these accounts beyond the FDIC protection as redlyy Kentucky law.

Gooduwill and Intangible Assets

US GAAP requires that goodwill and intangible asseith indefinite useful lives be tested for impaént at least annually. Annual
evaluations have resulted in no charges for impaitm Bancorp currently has goodwill from the asgion of a bank in southern
Indiana in the amount of $682,000. This goodwilassigned to the commercial banking segment of@an

Mortgage servicing rights (MSRs) are amortizedriopprtion to and over the period of estimated eetising income, considering
appropriate prepayment assumptions. MSRs are &ealwuarterly for impairment by comparing the yiag value to the fair value.
The estimated fair values of MSRs at Septembe2@00 and December 31, 2009 were $1,796,000 and%P2@0, respectively. The
total outstanding principal balances of loans sedifor others were $236,341,000 and $194,414,08e@tember 30, 2010, and
December 31, 2009 respectively. Changes in theareging amount of MSRs for the nine months enflegtember 30, 2010 and 2(
are shown in the following table.

(in thousands) 2010 2009

Balance at beginning of perit $ 1,61¢ $ 42¢
Originations 44¢ 1,10C
Amortization (370 (290)
Impairment reversal — 17¢
Balance at September 30 $ 1,69t $ 1,517

Defined Benefit Retirement Plan

The Bank sponsors an unfunded, non-qualified, @dfimenefit retirement plan for certain key officeBenefits vest based on years of
service. The actuarially determined pension castsexpensed and accrued over the service periddyenefits are paid from the
Bank’s assets. The Bank maintains life insuraratieips on certain current and former executivies,income from which will help to
offset the cost of benefits. The net periodic iéneosts, which include interest cost and amation of net losses, totaled $31,000
$32,000 for the three months ended September 30, &0d 2009, respectively. For the nine monthgér@kptember 30, 2010 and
2009, the net periodic benefit costs totaled $9B&@d $97,000, respectively.

Commitments and Contingent Liabilities

As of September 30, 2010, Bancorp had various caments outstanding that arose in the normal coafrbeisiness, including stand
letters of credit and commitments to extend creditich are properly not reflected in the consokdifinancial statements. In
management’s opinion, commitments to extend ciddp337,181,000 including standby letters of credli$12,681,000 represent
normal banking transactions, and no significanséssare anticipated to result from these commitsn@nf September 30, 2010.
Commitments to extend credit were $379,075,000udicg letters of credit of $26,655,000, as of Dmber 31, 2009. Bancorp’s
exposure to credit loss in the event of nonperforraaby the other party to these commitments isessted by the contractual amount
of these instruments. Bancorp uses the same enedlitollateral policies in making commitments aadditional guarantees as for on-
balance sheet instruments.
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Commitments to extend credit are agreements toteadcustomer as long as there is no violatioangf condition established in the
contract. Commitments generally have fixed expiratiates or other termination clauses. Commitmengstend credit are mainly
made up of commercial lines of credit, construction development loans and home equity credit.li@age some of the
commitments are expected to expire without beirgvdrupon, the total commitment amounts do not rezciédg represent future cash
requirements. Bancorp evaluates each customeid#wmthiness on a case by case basis. The ambantlateral obtained, if deemed
necessary by Bancorp upon extension of crediaseth on management’s credit evaluation of the mestoCollateral held varies but
may include accounts receivable, inventory, propgtant and equipment, income producing commepraperties, residential
properties and real estate under development.

Standby letters of credit and financial guarantegden are conditional commitments issued by Bapdo guarantee the performance
of a customer to a third party. Those guaranteepamarily issued to support private borrowingaagements. Standby letters of crt
generally have maturities of up to five years.

Bancorp has entered into agreements to guararggeetformance of several customers’ contracts athler financial institutions.
Bancorp will make payments under these agreemeatsuistomer defaults on its obligations to theeofinancial institutions. The
terms of the agreements range from 1 to 29 moiithes maximum potential future payment guaranteeBdaycorp cannot be readily
estimated because it is dependent upon the faiewaflthe contracts at the time of default. If aarg of default on all contracts had
occurred at September 30, 2010, Bancorp would haee required to make payments of approximatel98f2000. No payments have
ever been required as a result of default on tbest&racts. These agreements are normally colléetal— generally with real
properties, equipment, inventories and receivabldsy the customer, which limits Bancorp’s creditkrassociated with the
agreements.

Preferred Stock

At Bancorp’s 2003 annual meeting of shareholdées shareholders approved an amendment to the éstiélincorporation to create a
class of preferred stock and authorize 1,000,0@0eshof this preferred stock with no par valuee Télative rights, preferences and
other terms of this stock or any series withindlass will be determined by the Board of Direcfarisr to any issuance. Some of this
preferred stock will be used in connection withhargholders’ rights plan upon the occurrence ahaetriggering events. None of this
stock had been issued as of September 30, 2010.
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Net Income Per Share

The following table reflects, for the three andenimonths ended September 30, 2010 and 2009, mebe(the numerator) and average
shares outstanding (the denominator) for the kasicdiluted net income per share computations:

Three months endec
September 3C

Nine months endec
September 3C

2010 2009 2010 2009

Net income, basic and dilut $ 6,365 $ 4,39¢ 16,90: $ 13,42«
Average shares outstanding 13,70 13,58¢ 13,67¢ 13,55(
Effect of dilutive securities 10€ 11€ 91 144
Average shares outstanding including

dilutive securities 13,80: 13,70: 13,77( 13,69
Net income per share, ba: $ 0.4€ $ 0.32 124 $ 0.9¢
Net income per share, dilut $ 0.4¢€ $ 0.3z 1.2 $ 0.9¢

Segments

The Bank’s, and thus Bancorp’s, principal actigtieclude commercial banking and investment managéand trust. Commercial
banking provides a full range of loan and depositpcts to individuals, consumers and busines€esnmercial banking also includes
the Banks mortgage banking and securities brokerage actiitvestment management and trust provides weadthagement servic
including investment management, trust and esthtgrastration, retirement plan services and finahplanning.

The financial information for each business segmeihtcts that which is specifically identifiable allocated based on an internal
allocation method. Principally, all of the netetssof Bancorp are involved in the commercial bagldegment. Income taxes are
allocated to the investment management and trgshaet based on the marginal federal tax rate silh@etivity giving rise to the
difference between marginal and effective tax ratesirs in the commercial banking segment. Thesoreanent of the performance
the business segments is based on the managemetti®t of the Bank and is not necessarily companaiih similar information for
any other financial institution. The informatiorepented is also not indicative of the segmentstafons, if they were independent

entities.
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Selected financial information by business segrfarthe three and nine month periods ended Septe&the2010 and 2009 follows:

Three months Nine Months

ended September 3l ended September 3I
(In thousands) 2010 2009 2010 2009
Net interest incom
Commercial bankin $ 17,187 $ 14,68. $ 49.47. $ 43,01t
Investment management and trust 27 36 84 127
Total $ 17,21 § 14,717 $ 49,55¢ § 43,14
Provision for loan losse
Commercial bankin $ 2,69t $ 3,47 $ 777¢  $ 7,30(
Investment management and trust — — — —
Total $ 2,698 $ 347 $ 7,774 $ 7,30(
Non-interest income
Commercial bankin $ 529 % 547C % 1482( $ 14,62
Investment management and trust 3,04¢ 2,731 9,53¢ 8,20
Total $ 8,33¢ §$ 8,201 $ 24,35¢ $ 22,82¢
Nor-interest expenst
Commercial bankin $ 12,28 $ 11,50 $ 36,80( $ 34,57
Investment management and trust 1,702 1,527 5,44¢ 4,75¢€
Total $ 13,98¢ $ 13,02¢ $ 42245 $ 39,32%
Tax expens:
Commercial bankin $ 2,02¢ % 158 % 553( $ 4,66¢
Investment management and trust 47¢ 434 1,462 1,251
Total $ 2,507 $ 2,01¢ $ 6,99 $ 5,917
Net income!
Commercial bankin $ 547 % 3,59 $ 14,187 $ 11,10:
Investment management and trust 891 80€ 2,71F 2,32
Total $ 6,368 $ 4,39¢ § 16,90: $ 13,42

(12) Income Taxes

US GAAP provides guidance on financial statemeodgaition and measurement of tax positions takeexpected to be taken, in tax
returns. As of September 30, 2010 and Decembe2@®19 the gross amount of unrecognized tax beneéits$230,000. If recognized,
all of the tax benefits would increase net incomsulting in a decrease of the effective tax rdtee amount of unrecognized tax
benefits may increase or decrease in the futuredoous reasons including adding amounts for cuifigx year positions, expiration of
open income tax returns due to statutes of lindtgtthanges in management’s judgment about thédéwmcertainty, status of
examination, litigation and legislative activitychthe addition or elimination of uncertain tax piosis.

18




Table of Contents

(13)

(14)

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefit@ome tax expense. As of
September 30, 2010 and December 31, 2009, the dracciued for the potential payment of interest p@alties was $20,000.

Derivative Financial Instruments

Bancorp typically manages its interest rate risthait the use of hedging instruments, and currefdls not have derivative financial
instruments employed for any reason except foatttdmmodation of customers. Bancorp enters ie@-$tanding interest rate swaps
for the benefits of its commercial customers whsirgeto hedge their exposure to changing inteegssr Bancorp hedges its interest
rate exposure on commercial customer transactipentering into offsetting swap agreements withraped reputable independent
counterparties with substantially matching terrBecause of matching terms of offsetting contrantsthe collateral provisions
mitigating any non-performance risk, changes in¥alue subsequent to initial recognition are expeto have an insignificant effect
on earnings. Exchanges of cash flows related tinteeest rate swap agreements for the third quaft2010 were offsetting and
therefore had no effect on Bancorp’s earnings sh dlows.

At September 30, 2010, Bancorp’s interest rate svaap recognized as other assets and liabilitidseiconsolidated balance sheets at
fair value. Bancorp’s derivative instruments hawetlmeen designated as hedging instruments. Thetesigmated derivative
instruments are recognized on the consolidatechbalaheet at fair value.

The interest rate swap agreements derive theievatum underlying interest rates. These transastiovolve both credit and market
risk. The notional amounts are amounts on whicbutations, payments, and the value of the derieadine based. Notional amounts do
not represent direct credit exposures. Direct texgiosure is limited to the net difference betwiencalculated amounts to be
received and paid, if any. Bancorp is exposedéditirelated losses in the event of nonperformdoycihe counterparties to these
agreements. Bancorp controls the credit risk dir@ncial contracts through credit approvals, t8x@nd monitoring procedures, and
does not expect any counterparties to fail theligabions.

At September 30, 2010 and December 31, 2009, Bprima outstanding interest rate swap contractslipsvs:

Receiving Paying
September 30, December 31, September 30, December 31,
(dollar amounts in thousands) 2010 2009 2010 2009
Notional amoun $ 533¢ $ 5500 $ 533¢ $ 5,50C
Weighted average maturi 8.4 9.1 8.4 9.1
Fair value $ (43%) $ 94 $ 433 $ 94

Fair Value Measurements

Bancorp adopted the provisions of the authoritagiwielance for fair value measurements. This guidas definitional and disclosure
oriented and addresses how companies should appnoeasuring fair value when required by US GAARIoes not create or modify
any current US GAAP requirements to apply fair eaiccounting. The guidance prescribes variousatisobs about financial

statement categories and amounts which are meaaufaid value, if such disclosures are not alresplycified elsewhere in US GAA
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The authoritative guidance defines fair value asgtice that would be received to sell an asspaat to transfer a liability in an
orderly transaction between participants at thesmesment date. The guidance also establishesaxdtig to group assets and
liabilities carried at fair value in three leveladed upon the markets in which the assets antitiedbirade and the reliability of
assumptions used to determine fair value. Thesddeare:

e Levell Valuation is based upon quoted prices for idenfitsttuments traded in active markets.

e Level2 Valuation is based upon quoted prices for simitatruments in active markets, quoted prices fontidal or
similar instruments in markets that are not actarej model-based valuation techniques for whickighificant assumptions are
observable in the market.

e Level3 Valuation is generated from model-based technitfugtsuse significant assumptions not observabtbeérmarket.
These unobservable assumptions would reflect iaterstimates of assumptions that market particgpaoiuld use in pricing the
asset or liability. Valuation techniques could irde pricing models, discounted cash flows and atimeilar techniques.

Bancorp’s policy is to maximize the use of obselwahputs and minimize the use of unobservabletmpufair value measurements.
Where there exists limited or no observable madkéd, Bancorp uses its own estimates generallyidenisg characteristics of the
asset/liability, the current economic and compagittnvironment and other factors. For this reasesylts cannot be determined with
precision and may not be realized on an actual@alamediate settlement of the asset or liability.

Bancorp’s investment securities available for saterecorded at fair value on a recurring basitheaccounts including mortgage
loans held for sale, mortgage servicing rights,dirgrl loans and other real estate owned may bededat fair value on a non-
recurring basis, generally in the application aféo of cost or market adjustments or write-downspcific assets.

The portfolio of investment securities available $ale is comprised of debt securities of the Ur8asury and other U.S. government-
sponsored corporations, mortgaggeked securities, obligations of state and palitstibdivisions, and trust preferred securitiestbér
banks. Trust preferred securities are priced ugirged prices of identical securities in an actharket. These measurements are
classified as Level 1 in the hierarchy above. oMfier securities are priced using standard industiglels or matrices with various
assumptions such as yield curves, volatility, pyepent speeds, default rates, time value, creditgand market prices for the
instruments. These assumptions are generally adisierin the market place and can be derived frosupported by observable data.
These measurements are classified as Level 2 ini¢harchy above.

Interest rate swaps are valued using primarily Leviaputs. Fair value measurements are obtair@d f&in outside pricing service.
Prices obtained are generally based on dealer sjumeachmark forward yield curves, and other relievaservable market data. For
purposes of potential valuation adjustments tovdérie positions, Bancorp evaluates the credit ofsks counterparties as well as its
own credit risk. To date, Bancorp has not realiaey losses due to a counterparty’s inability tdgren and the change in value of
derivative assets and liabilities attributable tedit risk was not significant during 2010.
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Below are the carrying values of assets measurfdratalue on a recurring basis (in thousands).

Fair Value at September 30, 2010

(In thousands) Total Level 1 Level 2 Level 3

Assets
Investment securities available for sal

Government sponsored enterprise obligat $ 143,99¢ $ — $ 143,99t $
Mortgage-backed securitie 59,81¢ — 59,81¢
Obligations of states and political subdivisic 52,75¢ — 52,75¢
Trust preferred securities of financial institutson 1,23¢ 1,23¢ —
Total investment securities available for sal 257,80¢ 1,23¢ 256,57(
Interest rate swaps 43¢ — 43:
Total assets $ 258,23¢ $ 1,236 $ 257,000 $
Liabilities

Interest rate swaps $ 43 $ — $ 43z %
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Fair value at December 31, 200
(In thousands) Total Level 1 Level 2 Level 3

Assets
Investment securities available for sal

U.S. Treasury and other U.S. government

obligations $ 3,01¢ $ — $ 3,01¢ $ —
Government sponsored enterprise obligat 124,68t — 124,68t —
Mortgage-backed securitie 66,68 — 66,68 —
Obligations of states and political subdivisic 32,81 — 32,81: —
Trust preferred securities of financial institutson 1,02t 1,02t — —
Total investment securities available for sal 228,22! 1,02¢ 227,20( —
Interest rate swaps 94 94 —
Total assets $ 228,31¢ $ 1,028 $ 227,29:  $ —
Liabilities
Interest rate swaps $ 94 $ — $ 9 $ —

Mortgage loans held for sale are carried at theetaef cost or market value. The portfolio is corapd of residential real estate loans
and fair value is based on specific prices of ulytteg contracts for sales to investors. These messents are classified as Level 2.
Because the fair value of the loans held for sateeded their carrying value, they are not incluidethe table for September 30, 2010
or December 31, 2009.

Mortgage servicing rights (MSRs) are recorded mtaue upon capitalization, are amortized to espond with estimated servicing
income, and are periodically assessed for impaitinased on fair value at the reporting date. ¥aline is based on a valuation model
that calculates the present value of estimatedemicing income. The model incorporates assumstibat market participants would
use in estimating future net servicing income. Ehegasurements are classified as Level 3. At 8#@e30, 2010 and December 31,
2009 there was no valuation allowance for the nag#gservicing rights, as the fair value exceededatist. Accordingly, the MSRs
not included in the table for 2010 or 2009.

Bancorp’s investment in a bank in one of Bancogxgansion markets, included in other assets, &yded as an equity-method
investment. As of September 30, 2010, the carryaige of the investment is $520,000, and is ndugted in the table below as the
fair value of the investment exceeds the cost.aBse Bancorp evaluated this investment based aotadprice for this security in a
market that is generally not active, the measure¢nvas classified as Level 2.
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Other real estate owned, which is carried at tiaetaof cost or fair value, is periodically asses&dmpairment based on fair value at
the reporting date. Fair value is determined feotternal appraisals using judgments and estimdtesternal professionals. Many of
these inputs are not observable and, accordinghget measurements are classified as Level 3. gie®ber 30, 2010 and

December 31, 2009, the carrying value of other estdte owned was $4,943,000 and $1,556,000, tasggc Other real estate own
is not included in either table below, as the Yailue of the properties exceeded their carryingevalt September 30, 2010 and
December 31, 2009.

For impaired loans in the table below, the faitueais calculated as the carrying value of loank wispecific valuation allowance, less
the specific allowance. The losses representhibage in the specific allowances for the periodcatedd.

Below are the carrying values of assets measurdratalue on a non-recurring basis (in thousands)

Fair value at September 30, 201 Losses for 9 month
period ended
(in thousands) Total Level 1 Level 2 Level 3 September 30, 201!
Impaired loans $ 4,60 $ — 3 — 3 4,60 $ (942)
Fair value at December 31, 2009 Losses for 9 month
period ended
(in thousands) Total Level 1 Level 2 Level 3 September 30, 200!
Impaired loans $ 7,012 $ — 3 — 3 7,012 % (91¢)
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(15) Fair Value of Financial Instruments

The estimated fair values of financial instrumearts as follows:

September 30, 201! December 31, 200!

Carrying Carrying
(In thousands) Amount Fair Value Amount Fair Value
Financial assets
Cash and shc-term investment $ 31,32: $ 31,32: $ 32,42 $ 32,42¢
Mortgage loans held for sz 9,91¢ 10,16: 13,24¢ 13,26¢
Securities 257,83 257,83 228,26( 228,26.
Federal Home Loan Bank stock and other secul 5,772 5,77 5,541 5,541
Loans, ne 1,464,96! 1,484,38; 1,415,46; 1,440,37.
Accrued interest receivab 5,861 5,861 5,74~ 5,74~
Interest rate sway 43¢ 43: 94 94
Financial liabilities
Deposits $ 1,462,77" $ 1,478,29: $ 1,418,18. $ 1,429,86.
Shor-term borrowings 85,41 85,41¢ 72,64¢ 72,76¢
Long-term borrowings 121,34! 122,73: 101,38: 109,95¢
Accrued interest payab 417 417 427 427
Interest rate sway 43¢ 43¢ 94 94
Off balance sheet financial instruments
Commitments to extend cre« — — — —
Standby letters of credit — (190 — (400)

Management used the following methods and assungptmestimate the fair value of each class offie instrument for which it is
practicable to estimate the value.

Cash, Short-term investments, Federal Home Loan Ba&nstock, Accrued interest receivable/payable and Sint-term borrowings
For these short-term instruments, the carrying arhisua reasonable estimate of fair value.
Securities

For securities, fair value equals quoted marketepiif available. If a quoted market price is neditable, fair value is estimated using
guoted market prices for similar securities or degliotes.

Mortgage loans held for sale
The fair value of mortgage loans held for saleeitetmined by market quotes for each loan basedamtlype, term, rate and size.
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Loans, net

The fair value of loans is estimated by discounfirtgre cash flows using current rates at whichilsinhoans would be made to
borrowers with similar credit ratings and for tteeme remaining maturities (e.g. entrance price).

Interest rate swaps

Fair value measurements are obtained from an @upsiding service. Prices obtained are generalbgban dealer quotes, benchmark
forward yield curves, and other relevant observatdeket data.

Deposits

The fair value of demand deposits, savings accoant$ certain money market deposits is the amoayulge on demand at the
reporting date. The fair value of fixed-rate céctifes of deposits is estimated by discountinguhg&e cash flows using the rates
currently offered for deposits of similar remainimgturities.

Long-term borrowings

The fair value of long-term borrowings is estimabgddiscounting the future cash flows using estewaif the current market rate for
instruments with similar terms and remaining maiesi

Commitments to extend credit and standby letters ofredit

The fair values of commitments to extend creditestimated using fees currently charged to entersimilar agreements and the
creditworthiness of the customers. The fair valofestandby letters of credit are based on feesatlyr charged for similar agreements
or the estimated cost to terminate them or otheragstle the obligations with the counterpartiethatreporting date.

Limitations

The fair value estimates are made at a specifistpoitime based on relevant market information eufidrmation about the financial
instruments. Because no market exists for a sigamifi portion of Bancorp’s financial instrumentsy felue estimates are based on
judgments regarding future expected loss experjenreent economic conditions, risk characteristitgarious financial instruments,
and other factors. These estimates are subjectimature and involve uncertainties and mattersgofificant judgment and therefore
cannot be determined with precision. Therefore ctideulated fair value estimates in many instaweesot be substantiated by
comparison to independent markets and, in manyscasay not be realizable in a current sale oftiserument. Changes in
assumptions could significantly affect the estiraate

Iltem 2. Managemens Discussion and Analysis of Financial Conditiod &esults of Operations

This item discusses the results of operations fér Bancorp, Inc. (“Bancorp” or “Company”), and gsbsidiary, Stock Yards Bank & Trust
Company (“Bank”) for the three and nine months en8eptember 30, 2010 and compares these peridasheisame periods of the previous
year. Unless otherwise indicated, all referencehigdiscussion to the Bank include Bancorp. Idigah, the discussion describes

significant changes in the financial condition @fri8orp and the Bank that have occurred duringitserfine months of 2010 compared to the
year ended December 31, 2009. This discussion dti@utead in conjunction with tf
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unaudited condensed consolidated financial statesa accompanying notes presented in Part 1,1tefrhis report.

This report contains forward-looking statementsarrttie Private Securities Litigation Reform Acttthrevolve risks and uncertainties.
Although Bancorp believes the assumptions undeglitie forward-looking statements contained heresr@asonable, any of these
assumptions could be inaccurate. Factors that emude actual results to differ from results disedsn forward-looking statements include,
but are not limited to the following: economic cdiahs both generally and more specifically in tharkets in which Bancorp and the Bank
operate; competition for Bancorp’s customers fraheoproviders of financial services; governmegtdition and regulation which change
from time to time and over which Bancorp has notenchanges in interest rates; material unforesganges in liquidity, results of
operations, or financial condition of Bancorp’sttunsers; and other risks detailed in Bancorp’s iirwith the Securities and Exchange
Commission, all of which are difficult to prediatdamany of which are beyond the control of Bancorp.

Overview of 2010 through September 30

Bancorp completed the third quarter and first mranths of 2010 with higher net income than the caralple periods of 2009 by 45% and
26%, respectively. The increases are due to loanwth, an improvement in net interest margin armléasing non-interest income. Diluted
earnings per share for the third quarter and fiirs¢ months of 2010 increased 44% and 26% resgdgtiv

As is the case with most banks, the primary soaf@ancorp’s revenue is net interest income and feen various financial services
provided to customers. Net interest income igdifference between interest income earned on laamsstment securities and other interest
earning assets less interest expense on deposiirgs@and other interest bearing liabilities. Leafume and the interest rates earned on
those loans are critical to overall profitabili§imilarly deposit volume is crucial to funding I&and rates paid on deposits directly impact
profitability. Business volumes are influenceddwerall economic factors including market intemeges, business spending, consumer
confidence and competitive conditions within therkegplace.

Year-over-year total loans increased $77 milliodb%r, and this was the driving force for growthrteirest income. Increased loan volume
more than offset the negative effect of declinimgiest rates over the past year. Despite degsitth to support loan growth, interest
expense declined due to lower funding costs onslepand borrowings. The average rate earnedsetsadecreased in the first nine months
of 2010 compared to the same period in 2009 agaties earned on loans and investments also decliRatks paid on liabilities decreased
more than rates decreased on earning assetsjngsalan increased net interest spread and rerteistt margin compared to the first nine
months of 2009.

Distinguishing Bancorp from other similarly sizeshemunity banks is the magnitude of its investmeahagement and trust revenue, making
total non-interest income a continuing key conttiiodo earnings in the first nine months of 20Ttal non-interest income increased 7% in
the first nine months of 2010 compared to the sper®d in 2009. The increase is due largely togased income from investment
management and trust services. Income from inverstmanagement and trust services, which condith&single largest component of
non-interest income increased 16% for the firsemmonths of 2010 due to higher asset values anoldeshincrease in non-recurring estate
fees. Revenue is earned as a percentage of thetwatke of the assets under management and theisftied directly to the broader
market’s overall performance. In addition, Bancerperienced increases in service charges on demasiunts, bankcard transaction
income, and brokerage income. Partially offsettimgincreases were decreases in gains on satesrtgage loans held for sale as the vol

of transactions in that area has declined fromllatinge high in 2009.

Higher noninterest expenses for the first nine months of 20&€e reflected in salaries and benefits, occupanpgnses, data processing,
state bank taxes, partially offset by a decrea$tilC insurance expense.
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Bancorp’s third quarter efficiency ratio was 53.98&tnpared with 58.10% in the second quarter of 204056.20% in the third quarter last
year.

Also impacting 2010 results, Bancorp’s provisionlfman losses was $7,774,000 for the first nine tim@of 2010 compared to $7,300,000 for
the same period in 2009. The increased provigeults from a consistent allowance methodologyithdtiven by risk ratings. Management
continues to be concerned that the prolonged ecandovnturn and prospects for a slow recovery walhtinue to take a toll on Bancorp’s
loan portfolio and underlying collateral valuestemding its impact to lending relationships thatéto date not been identified. Bancorp’s
allowance for loan losses was 1.64% of total lc&trSeptember 30, 2010, compared with 1.39% of to#ads at December 31, 2009, and
1.40% at September 30, 2009.

Tangible common equity (TCE), a non-GAAP measw@®, ineasure of a company’s capital which is usefevaluating the quality and
adequacy of capital. The ratio of tangible commauity to total tangible assets was 8.88% as of&aper 30, 2010, compared to 8.54% at
December 31, 2009. See the Non-GAAP Financial Meassection for details on reconcilement to US GAAeasures.

The following sections provide more details on salg presented in this overview.
a) Results Of Operations

Net income of $6,365,000 for the three months er@kaiember 30, 2010 increased $1,966,000, or 44r@%h,$4,399,000 for the
comparable 2009 period. Basic and diluted netrireper share was $0.46 for the third quarter oD2@m increase of 43.8% from
$0.32 for the third quarter of 2009. Annualizetlire on average assets and annualized return aagevetockholders’ equity were
1.35% and 15.25%, respectively, for the third ceranf 2010, compared to .99% and 11.48%, respdgtifar the same period in 2009.

Net income of $16,902,000 for the nine months er@gptember 30, 2010 increased $3,478,000, or 25r8%0,$13,424,000 for the
comparable 2009 period. Basic net income per shiase$1.24 for the first nine months of 2010, coragao $0.99 for the same per
of 2009. Net income per share on a diluted baas $1.23 for the first nine months of 2010 compaoe®D.98 for the same period of
2009. Annualized return on average assets andhined return on average stockholderguity were 1.24% and 14.01%, respectiv
for the first nine months of 2010, compared to %0&nd 12.04%, respectively, for the same periczDiDo.

Net Interest Income
The following tables present the average balaneetstfor the three and nine month periods endete®éer 30, 2010 and 2009 along
with the related calculation of tax-equivalent imterest income, net interest margin and net istespread for the related periods. See

the notes following the tables for further explaoat
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Average Balances and Interest Rates — Taxable Equlent Basis

Three months ended September 30

2010 2009
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets:
Federal funds sol 64,28t $ 41 0.25% $ 72,75¢ $ 31 0.17%
Mortgage loans held for sg 7,907 97 4.871% 7,66( 10E 5.44%
Securities
Taxable 159,05! 1,21¢ 3.02% 161,98: 1,33 3.2t%
Tax-exempt 38,49: 464 4.7¢% 27,12¢ 39¢ 5.84%
FHLB stock 5,77: 57 3.92% 5,54 60 4.2%%
Loans, net of unearned income 1,484,74. 20,52¢ 5.4% 1,391,20 19,56. 5.5%
Total earning assets 1,760,25! 22,40 5.05% 1,666,27 21,48¢ 5.12%
Less allowance for loan losses 23,60: 17,69¢
1,736,65: 1,648,57
Non-earning asset:
Cash and due from ban 27,23t 25,45(
Premises and equipme 29,97« 28,54¢
Accrued interest receivable and other asse 77,18 60,12¢
Total assets 1,871,04 $ 1,762,701
Interest bearing liabilities:
Deposits;
Interest bearing demand depo: 246,64: $ 11€ 0.1% $ 226,98 $ 12C 0.21%
Savings deposit 66,72¢ 43 0.26% 57,03: 44 0.31%
Money market deposi 468,29¢ 93€ 0.7% 345,41¢ 68C 0.7¢%
Time depositt 430,05 2,11¢ 1.95% 531,93¢ 3,77 2.81%
Securities sold under agreements to
repurchast 55,97: 89 0.6%% 50,94( 76 0.5%%
Fed funds purchased and other short term
borrowings 27,29 14 0.2(% 29,59 15 0.2(%
FHLB advance: 76,75( 622 3.2% 90,457 917 4.02%
Long-term debt 40,90( 86¢ 8.4:% 40,93( 884 8.571%
Total interest bearing liabilities 1,412,641 4,80¢ 1.35% 1,373,29 6,50¢ 1.88%
Non-interest bearing liabilities:
Nor-interest bearing demand depo: 252,39: 200,60(
Accrued interest payable and other liabilities 40,43¢ 36,80¢
Total liabilities 1,705,47 1,610,70!
Stockholders’ equity 165,57¢ 152,00¢
Total liabilities and stockholder¢’
equity 1,871,04 $ 1,762,701
Net interest income $ 17,59 $ 14,98(
Net interest spread 3.7(% 3.2%
Net interest margin T 3.97% T 351%
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Nine months ended September 3

2010 2009
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets:
Federal funds sol $ 50,32¢ $ 85 0.2% $ 36,02: $ 51 0.1%%
Mortgage loans held for sg 5,574 21€ 5.1&% 7,181 28€ 5.32%
Securities
Taxable 164,36t 3,88t 3.16% 143,05: 3,841 3.5%%
Tax-exempt 32,78: 1,22¢ 5.0(% 27,46t 1,197 5.85%
FHLB stock 5,69¢ 16€ 3.9(% 5,00(C 15¢ 4.25%
Loans, net of unearned income 1,461,17! 59,83: 5.47% 1,381,10! 57,79¢ 5.5%
Total earning assets 1,719,92 65,40¢ 5.08% 1,599,82! 63,32¢ 5.2%%
Less allowance for loan losses 22,35¢ 16,73¢
1,697,57 1,583,08
Non-earning asset:
Cash and due from ban 27,31t 25,44
Premises and equipme 28,68¢ 27,95¢
Accrued interest receivable and other assets 73,68¢ 58,92%
Total assets $ 1,827,25 $ 1,695,41.
Interest bearing liabilities:
Deposits:
Interest bearing demand depo: $ 24463 $ 34¢€ 01%$ 22253 $ 33¢€ 0.2(%
Savings deposit 65,02t 12¢€ 0.26% 52,10: 69 0.1&%
Money market deposi 433,70° 2,44¢ 0.75% 329,78( 1,80( 0.7°%
Time deposit: 469,72! 7,37( 2.1(% 515,12! 11,74¢ 3.05%
Securities sold under agreements to repurc 54,15: 257 0.6%% 49,11: 184 0.5(%
Fed funds purchased and other short term
borrowings 21,61 31 0.1%% 25,20¢ 53 0.28%
FHLB advance! 67,48 1,703 3.31% 81,61: 2,56¢ 4.2(%
Long-term debt 40,90: 2,591 8.47% 40,93( 2,64 8.65%
Total interest bearing liabilities 1,397,24. 14,86¢ 142%  1,316,40 19,39: 1.97%
Non-interest bearing liabilities:
Nor-interest bearing demand depo: 231,03 193,17-
Accrued interest payable and other liabilities 37,67¢ 36,72¢
Total liabilities 1,665,95 1,546,30
Stockholders’ equity 161,29¢ 149,10!
Total liabilities and stockholders' equity $ 1,827,25! $ 1,695,41
Net interest income - $ 50,54: T $ 43,93
Net interest spread S 3.6€% S 3.32%
Net interest margin 3.99% 3.61%
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Notes to the average balance and interest ratestabl

« Netinterest income, the most significant comporéithe Bank’s earnings is total interest inconss lotal interest expense.
The level of net interest income is determinedhgyrix and volume of interest earning assets,éstdrearing deposits and
borrowed funds, and changes in interest rates.

* Netinterest spread is the difference betweenakatie equivalent rate earned on interest earrisgtsiless the rate expensed
on interest bearing liabilities.

« Net interest margin represents net interest income taxable equivalent basis as a percentagecofig® interest earning
assets. Net interest margin is affected by baghnterest rate spread and the level of non-intéreasring sources of funds,
primarily consisting of demand deposits and stottkirs’ equity.

* Interest income on a fully tax equivalent basidudes the additional amount of interest income Watld have been earned
if investments in certain tax-exempt interest aagrassets had been made in assets subject tolfedemyielding the same
aftertax income. Interest income on municipal secugitiad loans have been calculated on a fully takvabpnt basis using
federal income tax rate of 35%. The approximatestguivalent adjustments to interest income we&3%80 and $263,000,
respectively, for the three month periods endede®eiper 30, 2010 and 2009 and $986,000 and $790,@§8&ctively, for the
nine month periods ended September 30, 2010 ar@l 200

Fully taxable equivalent net interest income of $97,000 for the three months ended September(3@ idcreased $2,617,000, or
17.5%, from $14,980,000 when compared to the sariedlast year. Net interest spread and net istenargin were 3.70% and
3.97%, respectively, for the third quarter of 2@H0l 3.24% and 3.57%, respectively, for the thirdrtgr of 2009.

Fully taxable equivalent net interest income of $80,000 for the nine months ended September 3@ 2@reased $6,609,000, or
15.0%, from $43,932,000 when compared to the sarieglast year. Net interest spread and net istenargin were 3.66% and
3.93%, respectively, for the first nine months 612 and 3.32% and 3.67%, respectively, for thé firse months of 2009.

Approximately 40% of the Bank’s loans are variatalee and most of these loans are indexed to th&’8arime rate and may reprice
as the prime rate changes. However, approxim&#®9 million, or 73% of variable rate loans, hagaahed their contractual floor of
4% or higher. Approximately $124 million or 20%\&riable rate loans have no contractual floor; &eosv, the Bank intends to
establish floors whenever possible upon renewti®foans. The remaining $43 million of variatdéerloans, or 7% of variable rate
loans, have contractual floors below 4%. The Banidriable rate loans are primarily comprised ehowrcial lines of credit and real
estate loans. At inception, most of the Banfikked rate loans are priced in relation to thve fyear Treasury bond and the persisten:
low short term rates has held those rates low.

Average earning assets increased $120.1 millioh5%0, to $1.720 billion for the first nine monthHs2810 compared to 2009,
reflecting growth in the loan portfolio and invesm securities. Average interest bearing liab#itincreased $80.8 million, or 6.1%, to
$1.397 billion for the first nine months of 2010ngeared to 2009 primarily due to increases in irstebearing demand, savings and
money market deposits, partially offset by decrsaseertificates of deposits and FHLB borrowings.
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Asset/Liability Management and Interest Rate Risk

Managing interest rate risk is fundamental forfthancial services industry. The primary objectdfénterest rate risk management is
to neutralize effects of interest rate changesainntome. Bank management evaluates interesseastivity while attempting to
optimize net interest income within the constrabftprudent capital adequacy, liquidity needs, reaidpportunities and customer
requirements.

Interest Rate Simulation Sensitivity Analysis

Bancorp uses an earnings simulation model to etgianad evaluate the impact of changing interessrah earnings. The simulation
model is designed to reflect the dynamics of irteearning assets, interest bearing liabilities affidbalance sheet financial
instruments. By estimating the effects of interagt increases and decreases, the model can epy@alkimate interest rate risk
exposure. The simulation model is used by managetogyauge approximate results given a specifieighan interest rates at a given
point in time. The model is therefore a tool tdigate earnings trends in given interest rate gaanand does not indicate actual
expected results. The September 30, 2010 simalatialysis, which shows very little interest ragasstivity, indicates that an increase
in interest rates of 100 to 200 basis points winalde a slightly negative effect on net interesbine, and a decrease of 100 basis p

in interest rates would have a slightly positivepant. These estimates are summarized below.

Net interest
income change

Increase 200b (2.129%
Increase 100b (4.1¢)
Decrease 100k 2.97
Decrease 200k (2.39)

Approximately $460 million loans are indexed to ghrene rate, and have floors of 4% or higher. 8itie prime rate is currently
3.25%, rates would have to increase more than i paints before the rates on such loans willéase. This effect, captured in our
simulation analysis above, moderately offsets threnal positive impact of rising rates. Analysigafes increasing more than 200
basis points indicates a positive effect on nefragt income.

Undesignated derivative instruments described iteN8 are recognized on the consolidated balareet sit fair value, with changes
fair value, due to changes in prevailing interasés, recorded in other noninterest income. Becafusmtching terms of offsetting
contracts, in addition to collateral provisions efhimitigate the impact of non-performance risk,ngjes in fair value subsequent to
initial recognition have a minimal effect on eaiggnand are therefore not included in the simutaginalysis results above.

Provision for Loan Losses

The provision for loan losses increased $474,00€h®first nine months of 2010 compared to theesgariod in 2009 in response to
Bancorp’s assessment of risk in the loan portfolidie provision for loan losses is calculated attarsidering credit quality factors,
and ultimately relies on an overall internal anelyd the risk in the loan portfolio. Bancorp intinto continue with its historically
conservative stance toward credit quality, rem@mautious in assessing the potential risk in ¢ia@ Iportfolio. Management has
established loan grading procedures which resudpétific allowance allocations for any estimataukbrent risk of loss. For all loans
graded, but not individually reviewed, a generldwénce allocation is computed using factors tylpiadeveloped over time based on
actual loss experience. The
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specific and general allocations plus consideratioqualitative factors represent management’s éstitnate of probable losses
contained in the loan portfolio at the evaluatiated Although the allowance for loan losses is aagep of specific and general
allocations the entire allowance is available teagb any credit losses. Based on this detailetysisaf credit risk, management
considers the allowance for loan losses adequatevter probable losses inherent in the loan paetiai September 30, 2010.

An analysis of the changes in the allowance fon loases and selected ratios for the three andmorgh periods ended September 30,
2010 and 2009 follows:

Three months ended September 3 Nine months ended September 3

(Dollars in thousands) 2010 2009 2010 2009
Balance at the beginning of the per $ 22,93. $ 17,077 $ 20,00¢ $ 15,38:
Provision for loan losse 2,69t 3,47¢ 7,774 7,30C
Loan charg-offs, net of recoverie (1,195 (71%) (3,34)) (2,842)
Balance at the end of the peri $ 24,43: $ 19,83¢ $ 24,43: $ 19,83¢
Average loans, net of unearned incc $ 1,484,74. $ 1,391,200 $ 1,461,17' $ 1,381,10!
Provision for loan losses to average loans 0.1&% 0.25% 0.52% 0.5%
Net loan charc-offs to average loans ( 0.0&% 0.05% 0.22% 0.21%
Allowance for loan losses to average lo 1.65% 1.42% 1.67% 1.44%
Allowance for loan losses to peri-end loan: 1.6%% 1.4(% 1.64% 1.4(%
Allowance to nonperforming loar 195.54 227.9% 195.5/% 227.9%

(1) Amounts not annualized

An analysis of net charge-offs by loan categorytfierthree and nine month periods ended Septen@h@0320 and 2009 follows:

Three Months Nine Months

(in thousands) Ended September 3( Ended September 3(

Net loan charge-offs (recoveries) 2010 2009 2010 2009
Commercial and industri $ 5) $ 107 $ 781 $ 522
Construction and developme 537 19 83t 258
Real estate mortgai- commercial investmet 357 26 80¢€ 81
Real estate mortga(- owner occupied commerci — 53 23t 64€
Real estate mortga(- 1-4 family residentia — 427 26C 494
Home equity 232 13 30& 34¢
Consumer 74 72 11¢ 497
Total net loan charge-offs $ 1,198 §$ 71 $ 3,341 $ 2,84

32




Table of Contents
Non-interest Income and Expenses

The following table sets forth the major componeafteon-interest income and expenses for the thnglenine month periods ended
September 30, 2010 and 2009.

Three months Nine months
ended September 3! ended September 3(
(In thousands) 2010 2009 2010 2009
Non-interest income
Investment management and trust serv $ 3,04 $ 2,731 $ 9,53t $ 8,20:
Service charges on deposit accol 2,20( 2,12( 6,207 5,96¢
Bankcard transaction reven 837 74E 2,451 2,151
Gains on sales of mortgage loans held for 601 667 1,431 1,61(
Gains on sales of securities available for 15¢ — 15¢ —
Brokerage commissions and fe 52t 43€ 1,48¢ 1,25¢
Bank owned life insurance incor 251 24¢ 742 737
Other 721 1,25: 2,35( 2,89¢
Total non-interest income $ 8,33¢ % 8,201 $ 24,35¢ $ 22,82¢
Non-interest expense
Salaries and employee bene $ 8,197 $ 7,56¢ $ 24,60F $ 22,63¢
Net occupancy expen: 1,13¢ 1,06( 3,70¢ 3,081
Data processing expen 1,11¢ 1,091 3,57¢ 3,37(
Furniture and equipment exper 31€ 31€ 951 91t
FDIC insurance expen: 49¢ 471 1,50(C 2,13¢
Other 2,72( 2,521 7,908 7,18¢
Total non-interest expenses $ 13,98¢ $ 13,02¢ $ 4224 $ 39,327

Total non-interest income increased $138,000, @olfor the third quarter of 2010 and increase&%24,000, or 6.7% for the first nine
months of 2010, compared to the same periods i8.200

Investment management and trust services incomeased $314,000, or 11.5%, in the third quart®@0d0, as compared to the same
period in 2009, primarily due to the impact of anreased market value of assets under managentkatrandest increase in executor
fees. For the first nine months of 2010, investrmeanagement and trust services income increas83%000, or 16.3%, compared to
2009. Most fees earned for managing accountsamedbon a percentage of market value on a mondsig.b Growth in assets from
new accounts and improving broader markets hadteesn an increase in investment management féasst assets under
management at September 30, 2010 were $1.58 bidmmpared to $1.45 billion at September 30, 2009.

Service charges on deposit accounts increased®8®03.8%, in the third quarter of 2010, and $26@, or 3.9%, for the first nine
months of 2010, as compared to the same peric2i308. Service charge income is driven by transactdlume in deposit accounts,
which can fluctuate throughout the
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year. Recent legislation required that our custsri@pt in” to access their overdraft protectiomipaming in the third quarter of 2010.
While it is difficult to predict the impact of thishange, management believes this requirementaesilllt in some decline in service
charge income in the fourth quarter of 2010.

Bankcard transaction revenue increased $92,00I2.886, in the third quarter of 2010, and increg&&@D,000, or 13.9%, for the first
nine months of 2010, as compared to the same eino2D09. Primarily representing income the Baekws from customers’ use of
debit cards, results for the first nine months @@ compared favorably to the same period in 2@08amkcard transaction volume
continues to increase. To earn higher interché®g® Bancorp encourages its customers to proedssadrd transactions as signature-
based transactions and has a rewards programganital this effort. The upcoming overhaul of fingalaegulations may negatively
impact this source of income. Approximately 80%ha$ revenue is interchange income based on satdsy service providers in a
competitive market. In the future, this rate witl et by the Federal Reserve Board for banks witkaat $10 billion in assets. While
not directly affected due to our size, it is likéhat this change will indirectly affect Bancorpvasil.

The Bank’s mortgage banking division originatesdestial mortgage loans to be sold in the secondwtket. Interest rates on the
loans sold are locked with the borrower and inwegtmr to closing the loans, thus Bancorp beargterest rate risk related to these
loans. The division offers conventional, VA andA-Fhancing, for purchases and refinances, as agffrograms for low-income first
time home buyers. The mortgage banking division affers home equity conversion mortgages or “reeemortgages insured by the
U.S. Department of Housing and Urban Developmekt@i These HUD loans provide homeowners 62 yeaegjefor older a vehicle
for converting equity in their homes to cash. Gain sales of mortgage loans decreased $66,0000%y, in the third quarter of 2010,
as compared to the same period in 2009. For teembnths ended September 30, 2010, gains onlthefsaortgage loans decreased
11.1% to $1,431,000 from $1,610,000 in 2009. rbderates on mortgage loans directly impact tHemae of business transacted by
the mortgage banking division. Prevailing mortgaderest rates fell substantially in late 2008 Aagie remained at attractive levels
through 2009 and 2010 helping contribute to a dokah volume — mostly refinance activity. Alsoetivell-publicized availability of
first-time homebuyer tax credits contributed tararease in purchase activity in late 2009 and 20d6lume reached an all-time high
in 2009, and has declined in 2010 as many homemirare already taken advantage of their refinappenunities.

In the third quarter of 2010, for tax planning pasps, the Company sold securities with a cost 6f25,000, resulting in gains
totaling $159,000. There were no sales of seesriti the same period of 2009.

Brokerage commissions and fees increased $89,0@0.4%, in the third quarter of 2010, and increla226,000 or 18.0% for the first
nine months of 2010, as compared to the same peridd09. These increases corresponded to higlezalb brokerage volume, as
retail investors exhibited increased confidencthaoverall market and the economic outlook.

Bank Owned Life Insurance (BOLI) income totaled $2B0 and $249,000 for the third quarter of 2018 2009, respectively, and
totaled $742,000 and $737,000 for the first ninenthe of 2010 and 2009, respectively. Bancorp mseh life insurance policies on
the lives of certain officers and is the owner drdeficiary of the policies. Bancorp invests insta@olicies, known as BOLI, to
provide an efficient form of funding for long-tematirement and other employee benefits costs.

Other non-interest income decreased $532,000,.68#2n the third quarter of 2010 as compared éoséime period in 2009, primarily
due to a decrease of $211,000 in the value of dheedtic private equity
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fund, a decrease of $82,000 in fees related togaget banking, such as title and application incand,a variety of other factors, nc
of which is individually significant. Other non-enrest income decreased $548,000, or 18.9%, inrdtenine months of 2010 as
compared to the same periods in 2009, primarilytdwedecrease of $438,000 in the value of the dtimprivate equity fund, a
decrease of $62,000 in fees related to mortgagkim@rsuch as title and application income, an@i@ety of other factors, none of
which is individually significant.

Total non-interest expenses increased $958,000486, for the third quarter of 2010 as comparethéosame period in 2009 and
$2,918,000, or 7.4%, for the first nine months @1@ as compared to the same period in 2009.

Salaries and employee benefits increased $62800@)3%, for the third quarter of 2010, and $1,960, or 8.7% for the first nine
months of 2010, as compared to the same perio2804, largely due to increases in salaries, prefiated bonus accruals and health
insurance expense. The Bank had 473 and 467méléquivalent employees as of September 30, 206d@2@09. The expansion in
Cincinnati, including senior staff with higher pepita salaries, contributed to the overall inceeas

Net occupancy expense increased $76,000, or 7rRgteithird quarter of 2010, and $627,000, or 20id%e first nine months of
2010, as compared to the same periods of 200%odare increase in rent expense, some of which veaedime charge to reflect the
impact of leases with escalation clauses reconudioki first quarter of 2010. Other contributingtéas were the addition of a new
branch in the Cincinnati market, along with ince=as utilities and property taxes. Data procegsixpense increased $28,000 or 2
for the third quarter of 2010, and $208,000 or 6fa#the first nine months of 2010, as comparethéosame period in 2009, primarily
due to trust data processing expenses related tioument preparation. Furniture and equipmepérse was unchanged for the tl
quarter of 2010, and increased $36,000 or 3.9%hmfirst nine months of 2010, as compared to #mesperiod in 2009. This
fluctuation relates to a variety of factors, nofivhich is individually significant.

FDIC insurance expense increased $27,000, or 5afhe third quarter of 2010, and decreased $&8B 29.8% for the first nine
months of 2010, as compared to the same peric2i8308. The variance is due to a $786,000 specsaisament recorded in the second
quarter of 2009.

Other non-interest expenses increased $199,000% in the third quarter of 2010, and $718,000m0% in the first nine months of
2010, as compared to the same periods in 200%uded in this category are amortization expensiesat to MSRs. Mortgage volur
increased the amount of MSRs over 2009 and 20%0ltireg in a corresponding increase of MSR amatittzaof $356,000 for the first
nine months of 2010 compared to the same peri@@09, partially offset by an impairment reversa$@66,000 in the first quarter, ¢
$20,000 in the second quarter of 2009. The remagipéar-to-date increases in other non-interestresgs are related to an increase of
$127,000 in legal and professional fees, and &wadf factors including advertising, printing, rhaind telecommunications, none of
which is individually significant.

Income Taxes

In the third quarter of 2010, Bancorp recorded imedax expense of $2,507,000, compared to $2,006¢dGhe same period in 2009.
The effective rate for the three month period w8% in 2010 and 31.4% in 2009. Bancorp recordedme tax expense of
$6,992,000 for the first nine months of 2010, coragdo $5,917,000 for the same period in 2009. dffextive rate for the nine mor
period was 29.3% in 2010 and 30.6% in 2009. Tdweahse in the 2010 effective tax rate was prigndrike to new market and historic
tax credits arising from Bancorp’s investment inaaisville revitalization project in the second giea of 2010.
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Commitments

Bancorp utilizes a variety of financial instrumeirtghe normal course of business to meet the ineeds of its customers. These
financial instruments include commitments to exteretlit and standby letters of credit. A discussibBancorp’s commitments is
included in Note 8.

Other commitments discussed in Bancorp’s AnnualoRegn Form 10-K for the year ended December 30928ave not materially
changed since that report was filed, relative talitative and quantitative disclosures of fixed aleterminable contractual obligations.

b) Financial Condition

Balance Sheet

Total assets increased $89.6 million, or 5.0%, f&INY91 billion on December 31, 2009 to $1.88Idillon September 30, 2010. The
most significant contributor of the increase ineaissvas loans, which increased $53.9 million infifs nine months due in large part
to strong loan production in the Louisville markembined with solid net loan growth in the Cincitimaarket. Investment securities
increased $29.6 million as a result of purchasesderal funds sold decreased $1.6 million frometig of 2009. In addition to the loan
growth represented on the consolidated balance,sh&sd loans actually grew by an additional $ilion. This growth was offset by
the decrease participation loans classified asreddaorrowings noted in the “Elements of the Loartf@lio” section below. Other
assets increased $11.1 million, or 29.5%, largaly b Bancorp’s $7.2 million investment in a dowmtorevitalization project in the
second quarter of 2010, which provides new markdthastoric tax credits. The remaining increasetirer assets is largely attributable
to a $3.4 million increase in other real estate @dvnoted in the “Non-performing Loans and Assetstion below.

Total liabilities increased $75.6 million, or 4.6%gm December 31, 2009 to $1.714 billion on Sefiten80, 2010. The most
significant component of the increase was in depadi$44.6 million or 3.1% in support of loan gbmAWhile higher cost time
deposits in the Louisville market declined intentfly in 2010, core customer deposits, definedeasahd, savings, and money market
deposit accounts, increased $129 million since Béee 31, 2009. The Company'’s locations in Indiatia@nd Cincinnati markets
have exhibited strong growth in money market depiounts, while the Louisville market showeddgiains in money market and
non-interest bearing demand accounts over thenrastmonths. Federal Home Loan Bank advances isede$20.0 million or 33.1%
due to additional borrowing. Securities sold uratpreement to repurchase increased $9.6 millidi8at%, while federal funds
purchased increased $3.8 million or 19.2%. Oshert-term borrowings decreased $577 thousand.8@1Other liabilities
decreased $1.7 million or 3.7% primarily as a resti decrease of $7.6 million in secured borr@sias noted in the “Elements of the
Loan Portfolio” section below, partially offset lay$4.3 million increase in taxes payable.
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Elements of Loan Portfolio

The following table sets forth the major classificas of the loan portfolio.

(in thousands)

Loans by Type September 30, 201! December 31, 200!

Commercial and industrii $ 336,59: $ 336,88
Construction and developme 174,54t 204,65:
Real estate mortgai- commercial investmet 333,56¢ 326,42:
Real estate mortgar owner occupied commerci 312,13 230,00:
Real estate mortgac 1-4 family residentia 159,60« 147,34.
Home equity- first lien 40,42¢ 41,64+
Home equity- junior lien 95,36¢ 108,39¢
Consumer 37,15! 40,11¢
Total loans $ 1,489,390 $ 1,435,46;

During 2010 Bancorp reviewed and standardized ifieesions of loan types. It was not feasible twi@in comparable amounts for
reclassification of prior period presentation.

Bancorp enters into loan participation agreemeritts @orrespondent banks in the ordinary courseusfriess to diversify credit risk.
For certain participation loans, Bancorp has rethieffective control of the loans, typically bytreging the participating institutions
from pledging or selling their share of the loatheut permission from Bancorp. US GAAP requiressthloans to be recorded as
secured borrowings. These loans are includedeothn totals above, and a corresponding liabgityecorded in other liabilities. At
September 30, 2010 and December 31, 2009, theldat@s of this nature were $26,997,000 and $3408@%espectively. A
corresponding decrease of $7,602,000 is reflectedher liabilities.

Interest Reserves for Construction Loans

The establishment of interest reserves for constmuand development loans is an established bgnkiactice, but the handling of
such interest reserves varies widely within theugidy. Many of Bancorp’s construction and develophieans provide for the use of
interest reserves, and based upon its knowledgerwdral industry practices, Bancorp believes tisgiriactices related to such interest
reserves are appropriate and conservative. WheodBaminderwrites construction and development Ipidieensiders the expected
total project costs, including hard costs suctaad,|site work and construction costs and sofiscaisth as architectural and enginee
fees, closing costs, leasing commissions and aactiin period interest. Based on the total projests and other factors, Bancorp
determines the required borrower cash equity daution and the maximum amount Bancorp is willindgdan. In the vast majority of
cases, Bancorp requires that all of the borrowea&h equity contribution be contributed prior tg amaterial loan advances. This
ensures that the borrower’s cash equity requireabtoplete the project will in fact be available garch purposes. As a result of this
practice, the borrower’s cash equity typically gtesard the purchase of the land and early staggdrad soft costs. This results in
Bancorp funding the loan later as the project preges, and accordingly Bancorp typically fundsnlagority of the budgeted
construction period interest through loan advanBascorp monitors budgeted interest reserves aad dot allow funds allocated to
other items to be directed to interest withoutizeal cost savings. Bancorp also looks to liquidrgators who are able to make up a
liquidity shortfall if required.
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The maximum committed balance of all constructind development loans which provide for the usentefrest reserves at September
30, 2010 was approximately $60.0 million, of whi40.4 million was outstanding at September 30, 20940$19.6 million remained
to be advanced. Bancorp typically underwrites tleesestruction loans with loan to value ratios remrag within supervisory limits.

Non-performing Loans and Assets

Non-performing loans, which include non-accruahwaf $8,485,000, loans past due over 90 daystdhacsruing of $466,000, and
loans accounted for as troubled debt restructwfrgg,544,000, totaled $12,495,000 at Septembe2@D). Non-performing loans
were $12,101,000 at December 31, 2009 includin@®8® of loans past due over 90 days and stillléegrand loans accounted for as
troubled debt restructuring of $753,000. The inses@flected ongoing economic pressures as thesiececontinued and affected
more borrowers. All loans past due over 90 dayksditl accruing are well-collateralized and aretia process of collection. Non-
performing loans represent 0.84% of total loarnSegitember 30, 2010 and December 31, 2009. As itoted “Provision for Loan
Losses” section of this report, non-performing ane analyzed in management’s evaluation of lbevahce and provision for loan
losses.

Information summarizing non-performing assets,udelg non-accrual loans follows:

(Dollars in thousands) September 30, 2010 December 31, 2009
Non-accrual loan: $ 8,48t $ 10,45t
Troubled debt restructurir 3,54¢ 758
Loans past due 90 days or more and still accruing 46€ 893
Non-performing loan: 12,49¢ 12,10:
Foreclosed real ests 4,94: 1,55¢
Other foreclosed property — 60
Non-performing assets $ 17,43¢ $ 13,71%
Non-performing loans as a percentage of total Ic 0.84% 0.84%
Non-performing assets as a percentage of total a 0.92% 0.71%
Allowance for loan losses as a percentage of nofopeing loans 19€% 165%

The increase in non-performing assets since yediisclargely due to the increase in one troubldat destructuring, as well as other
real estate owned. The addition of $2.8 milliotraubled debt restructuring is confined to tworbarers. The addition of $3.4 millic
in other real estate owned is largely attributabléhe progression of one real estate developmepiepty from non-accrual loans.
Because of the relatively low level of non-perfongnassets, Bancorp thus far has been able to agpplaen workouts and collateral
sales in an orderly fashion to minimize lossesouthmarket conditions worsen and non-performirankspike, this flexibility may be
reduced, and management may need to liquidategmoloans more rapidly, thus increasing the possilaf larger losses.
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The following table sets forth the major classificas of non-accrual loans:

(in thousands)

Non-accrual loans by type September 30, 201/ December 31, 200!

Commercial and industrii $ 364 $ 321
Construction and developme 452 4,24¢
Real estate mortgai- commercial investmet 3,87¢ 2,02¢
Real estate mortga- owner occupied commerci 1,48( 2,122
Real estate mortga(- 1-4 family residentia 1,38¢ 1,25¢
Home equity 673 452
Consumer 25€ 33
Total loans $ 8,48t $ 10,45¢

The decrease in non-accrual loans reflects chaffgesbcertain non-accrual loans and transferstb@ioreal estate owned. Bancorp has
five borrowers, all in our primary market, who agoofor $4,039,000 or 48% of total non-accrual ma&ach of these loans is secured
by commercial or residential real estate, and mamamt estimates minimal collateral exposure aftesitleration of collateral.

Effects of Declines in Real Estate Collateral Value

Despite the fact that Bancorp’s principal marketyisville, has had home values decline less thast markets nationwide (Source:
Federal Housing Finance Agency), further declimesailateral values, including commercial propestimay indirectly impact
Bancorp’s ability to collect on certain real estia@ns when borrowers are dependent on the vafubg oeal estate as a source of cash
flow. As borrowers experience difficulty, Bancapaluates their cash flow as well as the collateahle to determine prospects for
collection. On an individual basis, loans are eatdd for changes in risk ratings, thereby affective provision and allowance for loan
losses. Home equity loans are typically underwrittgth consideration of the borrower’s overall firedal strength as a primary
payment source, in addition to reliance on the@aliithe collateral. Bancorp requires appraisalseal estate at application and
assesses the transaction and market conditioretéongine if updates are needed at renewal. Adiditip, Bancorp typically evaluates
the collateral condition and value upon classifarats an impaired loan and upon foreclosure. tDuke above factors, the effects of
declines in real estate collateral value have loeesidered in the allowance for loan losses.

c) Liquidity

The role of liquidity is to ensure that funds avaitable to meet depositors’ withdrawals and bormsivdemands to fund credit
commitments. This is accomplished by balancingigka in demand for funds with changes in the supptiiose funds. Liquidity is
provided by short-term liquid assets that can beveded to cash, investment securities availablsdte, various lines of credit
available to Bancorp, and the ability to attractds from external sources, principally depositanigement has maintained a
significantly higher liquidity position in 2009 ar&D10, which management considers prudent givenuhent operating environment.
Management believes it has the ability to increesgosits at any time by offering rates slightlyi@gthan the market rate.

Bancorp’s Asset/Liability Committee is primarily s@up of senior management and has direct ovensighbtnsibility for Bancorp’s
liquidity position and profile. A combination ofdy, weekly and monthly
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reports provided to management detail the followimgernal liquidity metrics, composition and léwé the liquid asset portfolio,
timing differences in short-term cash flow obligais, and exposure to contingent draws on Banctuislity.

Bancorp’s most liquid assets are comprised of alsbdlfor sale marketable investment securities federal funds sold. Federal funds
sold totaled $5.0 million at September 30, 201Gsehinvestments normally have overnight maturéies are used for general daily
liquidity purposes. The fair value of the availafile sale investment portfolio was $257.8 millidnSzptember 30, 2010, and included
an unrealized net gain of $8.1 million. The poitfahcludes maturities of approximately $73.2 noitliover the next twelve months,
which, combined with federal funds sold, offer dabsial resources to meet either new loan demamedarctions in Bancorp’s deposit
funding base. Bancorp pledges portions of its itaest securities portfolio to secure public funghats and securities sold under
agreements to repurchase. At September 30, 20thDjrteestment securities pledged for these purposeprised 35% of the availal
for sale investment portfolio, leaving $166.9 noifliof unpledged securities.

Bancorp has a large base of core customer depdsfieed as demand, savings, and money market id@oosunts. At September 30,
2010, such deposits totaled $1.039 billion andesgnted 71% of Bancorp’s total deposits. Becalesethore deposits are less volatile
and are often tied to other products of Bancorpugh long lasting relationships they do not putygaressure on liquidity. As of
September 30, 2010, Bancorp had only $4.7 millio@.8% of total deposits, in brokered deposits,chtdre entirely comprised of
Certificate of Deposit Account Registry Service (8Rs) deposits, a program which allows Bancorp teptcustomer deposits in
excess of FDIC limits through reciprocal agreemexits other network participating banks in ordeoféer FDIC insurance up to as
much as $50 million in deposits.

The Company began a correspondent banking diviei&ebruary 2009, to offer loan and deposit sesjiesset management,
international services, trust operations, and osleevices to community banks across the Kentucklysaathern Indiana region. At
September 30, 2010 and December 31, 2009, federds fourchased from correspondent banks totale® $2ilion and $18.0 millior
respectively.

Other sources of funds available to meet daily aéecude the sales of securities under agreenemépurchase and funds made
available under a treasury tax and loan note agraewith the federal government. With regard &diravailable to Bancorp, the
Bank is a member of the Federal Home Loan Bankin¢i@nati (“FHLB”). As a member, the Bank has aax¢o credit products of the
FHLB. As of September 30, 2010, the Bank’s addaidborrowing capacity with the FHLB was approxigiat$130.6 million.
Additionally, the Bank had federal funds borrowiimges with correspondent banks totaling $115 millio

Bancorp’s liquidity depends primarily on the dividis paid to it as the sole shareholder of the B&dacorp had sufficient cash on
hand from its 2008 trust preferred securities d@figethat it was not necessary for the Bank to fgudrterly cash dividends or quarterly
interest payments on the trust preferred securidésSeptember 30, 2010, the Bank may pay up tb4bfnillion in dividends to
Bancorp without regulatory approval subject todhgoing capital requirements of the Bank. Priathi»declaration of dividends,
management considers the effect such paymentsavié on total stockholders’ equity and capitalosti

Over the normal course of business, Bancorp eiterertain forms of off-balance sheet transaatjoncluding unfunded loan
commitments and letters of credit. These transastare managed through Bancorp’s various risk geanant processes.
Management considers both on-balance sheet arzhlzifice sheet transactions in its evaluation otBapis liquidity.
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Capital Resources

At September 30, 2010, stockholders’ equity tot&ig67,609,000, an increase of $13,995,000 sincembker 31, 2009. See the
Consolidated Statement of Changes in Stockholdggaity for further detail of the change in equityce the end of 2009.
Accumulated other comprehensive income which, fandrp, consists of net unrealized gains and lagsagcurities available for s
and a minimum pension liability adjustment, netaes, totaled $5,049,000 at September 30, 201$2/499,000 at December 31,
2009. The change since year end is a reflectionattirities within the portfolio and the effectafange in interest rates on the
valuation of the Bank’s portfolio of securities dahble for sale. The unrealized pension liabilgyadjusted annually by reference to

updated actuarial data.

Bank holding companies and their subsidiary bam&gequired by regulators to meet risk based dagtiimdards. These standards, or
ratios, measure the relationship of capital torahlioation of balance sheet and off-balance shsks.riThe values of both balance
sheet and ofbalance sheet items are adjusted to reflect arisélg. To be categorized as well capitalized, thekBmust maintain a to
risk-based capital ratio of at least 10%; a Tieatio of at least 6%; and a leverage ratio of asi&%.
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The following table sets forth Bancorp’s and theBa risk based capital amounts and ratios as pfedeber 30, 2010 and December

31, 2009.
Minimum For Minimum For Well
September 30, 2010 Actual Adequate Capitalized
(Dollars in thousands) Amount Ratio Amount Amount Ratio
Total risk-based capital (1
Consolidatec $ 221,93! 13.81 %% 128,00! 8.0(% % NA NA
Bank 176,87 11.1%% 126,90t 8.0(% 158,63 10.0(%
Tier | risk-based capital (1
Consolidatec 191,87¢ 11.9% 64,01: 4.0(% NA NA
Bank 146,98° 9.2¢% 63,49: 4.0% 95,24( 6.0(%
Leverage (2
Consolidatec $ 191,87! 10.2%$ 55,94: 3.0(% NA NA
T 146,98° 7.96% 55,25¢ 3.0(%$ 92,09 5.0(%
Minimum For Minimum For Well
December 31, 200! Actual Adequate Capitalized
(Dollars in thousands) Amount Ratio Amount Amount Ratio
Total risk-based capital (1
Consolidatec $ 210,06 13.55%% 124,02: 8.0(%$% NA NA
Bank 157,53! 10.23%% 123,19! 8.0(% 153,99: 10.00%
Tier | risk-based capital (1
Consolidatec 180,73 11.6€6% 62,00: 4.0(% NA NA
Bank 128,24! 8.3"% 61,58 4.0(% 92,37: 6.0(%
Leverage (2
Consolidatec $ 180,73: 10.16%$ 53,36¢ 3.0(% NA NA
Bank 128,24! 7.2% 53,14( 3.0(%$ 88,56 5.0(%

(1) Ratio is computed in relation to risk-weighted asse
(2) Ratio is computed in relation to average assets.
NA — Not applicable. Well capitalized is not defohfor holding companies in regulatory framework.

The variance between the consolidated and the Bagital ratios is largely due to the Bancerp008 issuance of $30 million of trt
preferred securities and a special dividend of #bon from the Bank to Bancorp in December 20@%art of a strategy to minimize

state bank taxes.

The ratio of tangible common equity to total targiassets, both noOBAAP measures, stood at 8.88% as of Septembel030, Zersu
8.54% at December 31, 2009. Bancorp provideg#iis, in addition to those defined by banking atars, because of its widespread
use by investors as a means to evaluate the
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quality and adequacy of capital. See Non-GAAP iée Measures section below for a reconciliatibthe calculation of this
measure to amounts reported under GAAP.

€) Non-GAAP Financial Measures

In addition to capital ratios defined by bankingukators, Bancorp considers various ratios wheituetiag capital adequacy, includii
tangible common equity to tangible assets, andiltdexgommon equity per share, all of which are GRAP measures. Bancorp
believes these ratios are important because afwhééspread use by investors as means to evataptal adequacy, as they reflect
level of capital available to withstand unexpeateatket conditions. Because GAAP does not inclugetal ratio measures, there are
no GAAP financial measures comparable to thesesalihe following table reconciles Bancorp’s cadtian of the measures to
amounts reported under GAAP.

(in thousands, except per share date September 30, 201! December 31, 200!
Total equity (a $ 167,60¢ $ 153,61«
Less goodwill (682) (682)
Tangible common equity (c) $ 166,92° $ 152,93.
Total assets (k $ 1,881,12: 1,791,47
Less goodwill (682) (682
Total tangible assets (d) $ 1,880,441 $ 1,790,79
Total shareholde’ equity to total assets (a/ 8.91% 8.51%
Tangible common equity ratio (c/d) 8.8t% 8.54%
Number of outstanding shares 13,701 13,60
Book value per share (a/ $ 1227 % 11.2¢
Tangible common equity per share (c/e) 12.1¢ 11.2¢

f)  Recently Issued Accounting Pronouncements

In January 2010, the Financial Accounting Stand&atrd (FASB) issued Accounting Standards Upda®&U{P2010-06Fair Value
Measurements and Disclosures — Improving Disclasatmut Fair Value Measurements he update requires new disclosures
including significant transfers in and out of Ledednd Level 2 fair value measurements. AlsoAtBe& provides an update on the
reconciliation for fair value measurements usimgiicant unobservable inputs (Level 3). The newdguce is effective for interim a
annual periods beginning after December 15, 200&# for the update on the reconciliation of Le¥éhir value measurements,
which is effective for fiscal years beginning afflacember 15, 2010. The portion that is currerffigctive did not have an impact on
Bancorp’s consolidated financial statements. Théigoothat is not yet effective is also not exped® have an impact on Bancorp’s
financial statements.

In July 2010, the FASB issued ASU No. 2010-Rclosures about the Credit Quality of Financingdeivables and the Allowance
Credit Losses which requires significant new disclosures alibatallowance for credit losses and the creditiyuaf financing
receivables, which for Bancorp includes
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loans and standby letters of credit. The requirdmare intended to enhance transparency regardiag tosses and the credit quality
of loan and lease receivables. Under this stateralatvance for loan losses is to be discloseddiyf@lio segment, while credit qual
information, impaired loans and nonaccrual statas@be presented by class. Disclosure of there@nd extent, the financial impact
and segment information of troubled debt restruegs will also be required. The disclosures arbd@resented at the level of
disaggregation that management uses when assessingonitoring the portfolio’s risk and performantais ASU is effective for
interim and annual reporting periods after Deceni®2010. The adoption of ASU 2010-20 will resaladditional quarterly and
annual disclosures beginning in the fourth quasfe2010.
g) Recent Legislative Developments

The Dodd-Frank Wall Street Reform and Consumerdetimn Act of 2010 (the “Act”was signed into law in July 2010. Generally,
Act is effective the day after it was signed irdav| but different effective dates apply to specsictions of the law. This new
extensive and complex legislation contains many pewisions affecting the banking industry, inclugti

»  Creation of a new Bureau of Consumer FinancialdRtain

«  Determination of debit card interchange rates leyRbderal Reserve Board

* New regulation over derivative instruments

»  Establishment of new powers enabling federal regtdao seize and dismantle troubled financial irm

*  Phase outs of certain forms of trust preferred dabthybrids previously counted as bank capital

* Increases to FDIC deposit coverage, increased jpamkiums, and numerous other provisions affectirgy ghings as
financial institution regulation, oversight of ca&irt non-banking organizations, investor protectata,

Uncertainty remains as to the ultimate impact efAltt, which could have an adverse impact on thanitial services industry as a
whole and on Bancorp’s business, results of operatand financial condition.

ltem 3. Quantitative and Qualitative Disclosuabsut Market Risk

Information required by this item is included iert 2, “Management’s Discussion and Analysis of ko Condition and Results of
Operations.”

ltem 4. Controls and Procedures

Bancorp maintains disclosure controls and procedddesigned to ensure that it is able to collecirtf@@rmation it is required to disclose in
reports it files with the Securities and Exchangen@ission (“SEC”)and to record, process, summarize and reportrifosmation within ths
time periods specified in the rules and forms ef #C. Based on their evaluation of Bancorp’sloéstze controls and procedures as of the
end of the quarterly period covered by this repbe, Chief Executive and Chief Financial Officeddiéve that these controls and procedures
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are effective to ensure that Bancorp is able ttecglprocess and disclose the information it ¢uned to disclose in reports it files with the
SEC within the required time periods.

Based on the evaluation of Bancorp’s disclosurdrotshand procedures by the Chief Executive angfJfinancial Officers, there were no
significant changes during the quarter ended Sdpe0, 2010 in Bancorp’s internal control ovegfinial reporting that has materially
affected, or is reasonably likely to materiallyesf, Bancorp’s internal control over financial repu.

PART Il — OTHER INFORMATION

Iltem 2. Unregistered Sales of Equity Securiied Use of Proceeds

The following table shows information relating teetrepurchase of shares of common stock by Barthoipg the three months ended
September 30, 2010.

Total number of Maximum Number of
Total number of Shares Purchased as Shares that May Yet Be
Shares Average price Part of Publicly Purchased Under the
Purchased (1) Paid Per Share Announced Plan (2) Plan

July 1- July 31 161 $ 23.0¢ — —
August 1- August 31 — — — —
September 1 - September 30 2,93¢ 23.8¢ — —
Total 3,097 $ 23.8¢ — —

(1) Third quarter 2010 activity represents shares adered by officers, the fair value of which equalegl exercise price of stock options,
and shares of stock withheld to pay taxes due wpsting of restricted stock. This activity hasimpact on the number of shares that
may be purchased under a Board-approved plan.

(2) The Board of Directors of S.Y. Bancorp Inc. firppaoved a share buyback plan in 1999, and in Fep2@05, July 2007, and
November 2007 expanded the plan to allow for tipeimehase of additional shares. The stock repuechamyram expired in November
2008, and has not been renewed.

Item 6. _Exhibits

The following exhibits are filed or furnished apat of this report:

Exhibit
number Description of exhibit
31.1 Certifications pursuant to Section 302 of the Saek-Oxley Act by David P. Heintzma
31.2 Certifications pursuant to Section 302 of the Saek-Oxley Act by Nancy B. Davi
32 Certifications pursuant to 18 U.S.C. Section 1
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SIGNATURES

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

S.Y. BANCORP, INC.

Date: November 4, 2010 By: /s/ David P. Heintzma

David P. Heintzman, Chairms
and Chief Executive Office

Date: November 4, 2010 By: /s/ Nancy B. Davit

Nancy B. Davis, Executive Vice Preside
Treasurer and Chief Financial Offic
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Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT

I, David P. Heintzman, certify that:

1. | have reviewed this quarterly report on FormQ@0f S.Y. Bancorp, Inc.;

2. Based on my knowledge, this report does notadoriny untrue statement of a material fact or dméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

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

4. The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over frahreporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeabepted accounting principles;

c) Evaluated the effectiveness of the registratdisslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt, based on such evaluation; and

d) Disclosed in this report any change in the tegid’s internal control over financial reportirtgat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

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

a) All significant deficiencies and material weakses in the design or operation of internal corvelr financial reporting which are
reasonably likely to adversely affect the registeability to record, process, summarize and refiwancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrargtinterna
control over financial reporting.

Date: November 4, 2010 By: /s/ David P. Heintzma

David P. Heintzman,
Chairman and
Chief Executive Office




Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT

I, Nancy B. Davis, certify that:

1. | have reviewed this quarterly report on FormQ@0f S.Y. Bancorp, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

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

4. 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 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

b) Designed such internal control over financigloting, or caused such internal control over frahreporting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeabepted accounting principles;

c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt, based on such evaluation; and

d) Disclosed in this report any change in the tegidg’s internal control over financial reportirtgat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

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

a) All significant deficiencies and material weakses in the design or operation of internal corvelr financial reporting which are
reasonably likely to adversely affect the registeability to record, process, summarize and refiwancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrargtinterna
control over financial reporting.

Date: November 4, 2010 By: /s/ Nancy B. Davit

Nancy B. Davis, Executive Vici
President, Treasurer and Chief
Financial Officer




Exhibit 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-
OXLEY ACT OF 2002

In connection with this quarterly report of S.Y.riBarp, Inc. on Form 10-Q for the period ending

September 30, 2010 (the “Report”), we, the undersig certify, pursuant to 18 U.S.C. section 135Ga@opted pursuant to section 906 of the
Sarbanes-Oxley Act of 2002, that, to the best ofkmowledge and belief: (1) The Report fully conegliwith the requirements of Section 13
(a) or 15(d) of the Securities Exchange Act of 198# (2) The information contained in the Repaitly presents, in all material respects,
financial condition and results of operations of Bancorp, Inc. as of and for the periods prestimidhe Report.

Date: November 4, 2010 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office

Date: November 4, 2010 By: /s/ Nancy B. Davit
Nancy B. Davis
Executive Vice President, Treasurer
Chief Financial Officel

A signed original of this written statement required by section 906 has been provided to S.Y. Banconmc. and will be retained by S.Y.
Bancorp, Inc. and furnished to the Securities and Echange Commission or its staff upon request.




