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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Balance Sheets
June 30, 2011 and December 31, 2010
(In thousands, except share data)

Assets
Cash and due from ban
Federal funds sol
Mortgage loans held for sa
Securities available for sale (amortized cost &®@18 in 2011 and $240,097 in 20:
Securities held to maturity (fair value of $22 D)
Federal Home Loan Bank sto
Other securitie:
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;
Non-interest bearini
Interest bearini
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 gltYes; no shares issued or outstan

Common stock, no par value. Authorized 20,000,0@0es; issued and outstanding 13,798,914 and

13,736,942 shares in 2011 and 2010, respect
Additional paic-in capital
Retained earning
Accumulated other comprehensive incc
Total stockholder equity

Total liabilities and stockholde’ equity
See accompanying notes to unaudited consolidataddial statements.
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June 30, December 31
2011 2010
(Unaudited)

$ 24,22¢  $ 17,70:

19,97 23,95:

4,43¢ 12,38

258,28( 245,33

— 20

4,94¢ 4,771

1,001 1,001

1,538,95! 1,508,42!

27,56¢ 25,54

1,511,38! 1,482,88.

34,56¢ 31,66

26,62¢ 26,12¢

5,92¢ 6,28¢

52,012 50,82(

$ 1,943,38. $ 1,902,94!

$ 266,74 $ 247,46!

1,265,62 1,246,00.

1,532,37. 1,493,46:!

64,85¢ 60,07t

22,92¢ 25,43¢

1,24: 1,99¢

17¢ 304

41,64¢ 50,46!

60,43 60,44

40,90( 40,90(

1,764,55! 1,733,08.

6,88t 6,67¢

13,81( 12,20¢

153,41 147,83

4,71¢ 3,13¢

178,82! 169,86

$ 1,943,38. $ 1,902,94!
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Income
For the three and six months ended June 30, 204 2@10
(In thousands, except per share data)

For three months endec

For six months endec

June 30, June 30,
2011 2010 2011 2010
Interest income
Loans $ 19,87 $ 19,71t $ 39,47t % 38,92¢
Federal funds sol 49 19 95 44
Mortgage loans held for sg 34 53 97 11¢
Securities— taxable 1,26( 1,37¢ 2,492 2,78(
Securities — tax-exempt 34¢ 28E 69t 533
Total interest income 21,56¢ 21,44¢ 42,854 42,40¢
Interest expenst
Deposits 2,65¢ 3,394 5,32¢ 7,07¢
Fed funds purchase 10 8 23 17
Securities sold under agreements to repurc 64 81 131 16¢
Federal Home Loan Bank advani 364 55€ 72t 1,081
Subordinated debentures 863 862 1,724 1,722
Total interest expense 3,95k 4,901 7,92¢ 10,06¢
Net interest income 17,61 16,54 34,92¢ 32,34
Provision for loan losses 2,60( 2,38¢ 5,40( 5,07¢
Net interest income after provision for loan losses 15,01 14,16 29,52¢ 27,26
Nor-interest income
Investment management and trust serv 3,661 3,232 7,19¢ 6,49:
Service charges on deposit accol 2,03¢ 2,18i 3,95¢ 4,18¢
Bankcard transaction reven 96( 863 1,837 1,614
Gains on sales of mortgage loans held for 441 44% 823 83C
Brokerage commissions and fe 53C 503 1,04: 95¢
Bank owned life insurance incor 25¢E 24¢ 504 491
Other 271 44k 794 1,32i
Total non-interest income 8,157 7,928 16,151 15,89¢
Nor-interest expense
Salaries and employee bene 8,64¢ 8,31¢ 17,04¢ 16,40t
Net occupancy expen: 1,35] 1,29¢ 2,581 2,572
Data processing expen 1,34¢ 1,322 2,48: 2,45¢
Furniture and equipment exper 337 321 692 63E
FDIC insurance expen: 33¢ 531 96( 1,00z
Other 2,69¢ 2,592 5,782 5,06:
Total non-interest expenses 14,72¢ 14,38 29,55: 28,13¢
Income before income taxes 8,43t 7,708 16,131 15,02:
Income tax expense 2,441 2,14¢ 4,64: 4,48
Net income 5,99i 5,55¢€ 11,48¢ 10,531
Net income per shar
Basic $ 04: $ 041 $ 0.8z $ 0.77
Diluted $ 04: $ 0.4C $ 0.8 $ 0.77
Average common share
Basic 13,78¢ 13,69( 13,76¢ 13,66¢
Diluted 13,87¢ 13,79( 13,85% 13,75:

See accompanying notes to unaudited consolidataddial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Cash Flows
For the six months ended June 30, 2011 and 2010
(In thousands)

2011 2010
Operating activities
Net income $ 11,48¢ $ 10,537
Adjustments to reconcile net income to net caskigeal by operating activitie:
Provision for loan losse 5,40( 5,07¢
Depreciation, amortization and accretion, 1,917 1,65:
Deferred income tax bene (63%) (1,189
Gain on sales of mortgage loans held for (823 (830)
Origination of mortgage loans held for s (42,957 (54,499
Proceeds from sale of mortgage loans held for 51,724 61,81(
Bank owned life insurance incor (5049) (497)
Decrease (increase) in value of private investrierd 10z (36¢)
Loss on the disposal of equipm: 382 2
Loss (gain) on the sale of other real es 32 (52)
Stock compensation exper 564 45E
Excess tax benefits from sh-based compensation arrangeme (77) (48)
Decrease (increase) in accrued interest receiatilether asse 951 (7,809
Increase (decrease) in accrued interest payablethed liabilities (8,864 11,25,
Net cash provided by operating activities 18,70¢ 25,520
Investing activities
Purchases of securities available for ¢ (132,819 (91,799
Proceeds from sale of securities available for — —
Proceeds from maturities of securities availabteséde 121,84( 110,25¢
Proceeds from maturities of securities held to mitgt! 20 10
Net increase in loar (41,509 (63,540
Purchases of premises and equipn (4,750 (1,359
Proceeds from disposal of premises and equip 7 3
Proceeds from sale of foreclosed assets 5,29¢ 887
Net cash used in investing activities (51,919 (45,53))
Financing activities
Net increase in deposi 38,90: 55,647
Net increase in securities sold under agreemenmtptarchase and federal funds purche 2,27: 1,357
Net decrease in other sk-term borrowings (75%) (32€)
Proceeds from Federal Home Loan Bank adva — 10,00(
Repayments of Federal Home Loan Bank adva (5) (5)
Repayments of subordinated debent — (30
Issuance of common stock for options and dividesidvestment pla 381 44z
Excess tax benefits from sh-based compensation arrangeme 77 48
Common stock repurchas (167) (79
Cash dividends paid (4,956 (4,649
Net cash provided by financing activities 35,75! 62,40¢
Net increase in cash and cash equivalents 2,545 42,39¢
Cash and cash equivalents at beginning of period 41,65¢ 32,424
Cash and cash equivalents at end of period $ 44,19t  $ 74,82(
Supplemental cash flow informatic
Income tax paymen $ 98t $ 4,08(
Cash paid for intere: 8,05z 10,03¢
Supplemental nc-cash activity:
Transfers from loans to other real estate owned $ 759¢ % 1,36/

See accompanying notes to unaudited consolidateddial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statement of Changes in Stockholdeysity
For the six months ended June 30, 2011
(In thousands, except per share data)

Accumulated

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

Balance December 31, 2010 13,737 % 6,67¢ $ 12,206 $ 147,83 $ 3,13¢ $ 169,86:
Net income — — — 11,48¢ — 11,48¢
Change in accumulated other

comprehensive income, net of 1 — — — — 1,577 1,57
Stock compensation exper — — 564 — — 564
Stock issued for stock options exerci

and dividend reinvestment pl: 46 154 71C — — 864
Stock issued for non-vested restricted

stock 42 14C 86€ (1,00€) — —
Cash dividends, $0.36 per sh — — — (4,95€) — (4,95¢)
Shares repurchased or cancelled (26) (88) (53€) 51 — (573)
Balance June 30, 2011 13,79¢  $ 6,88 $ 13,81( $ 153/41: $ 4,71¢ $ 178,82!

See accompanying notes to unaudited consolidataddial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Comprehensive Income
For the three and six months ended June 30, 204 2@t0
(In thousands)

Three months endec

Six months endec

June 30, June 30,
2011 2010 2011 2010
Net income $ 5997 $ 5,55¢€ 11,48¢ $ 10,531
Other comprehensive income, net of 1
Unrealized gains on securities available for <
Unrealized gains arising during the period (netiaafof
$775, $598, $849 and $908, respectiv: 1,44( 1,11( 1,571 1,681
Other comprehensive income 1,44(C 1,11C 1,571 1,68i
Comprehensive income $ 7431 $ 6,66€ 13,068 $ 12,224

See accompanying notes to unaudited consolidateddial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Summary of Significant Accounting Policies

The accompanying consolidated financial statemiesée been prepared in accordance with the instreto Form 10-Q and do not
include all information and footnotes required bysUgenerally accepted accounting principles (USABRAfor complete financial
statements. The consolidated financial statenwrsY. Bancorp, Inc. (“Bancorp”) and its subsigiaeflect all adjustments
(consisting only of adjustments of a normal reagnature) which are, in the opinion of managemestessary for a fair presentation
of financial condition and results of operationstfte 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 whallywned unconsolidated finance
subsidiary of S.Y. Bancorp, Inc. Significant intemepany transactions and accounts have been elidimatonsolidation.

A description of other significant accounting p@gis presented in the notes to the ConsolidaiteahEial Statements for the year
ended December 31, 2010 included in S.Y. Bancoip;d Annual Report on Form 10-K. Certain reclfisations have been made in
the prior year financial statements to conformuoent year classifications.

Interim results for the three and six month periedded June 30, 2011 are not necessarily indicafitlee results for the entire year.
Critical Accounting Policies

Management has identified the accounting policgtesl to the allowance for loan losses as critwahé understanding of Bancorp’s
results of operations and discussed this conclusitinthe Audit Committee of the Board of Directonce the application of this
policy requires significant management assumptintsestimates, it could result in materially diéfietr amounts to be reported if
conditions or underlying circumstances were to geassumptions include many factors such as clwimgeorrowers’ financial
condition which can change quickly or historicaddaatios related to certain loan portfolios whitdly or may not be indicative of
future losses. To the extent that managemegsumptions prove incorrect, the results fronraijfmas could be materially affected b
higher or lower provision for loan losses. The actong 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 taxe<atical to the understanding of
Bancorp’s results of operations and discussecdctinislusion with the Audit Committee of the Boarddifectors. The objectives of
accounting for income taxes are to recognize theusunof 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 tazamuences of events that have been recognizeahicoBo’s financial statements or
tax returns. Fluctuations in the actual outcomthese future tax consequences, including the sffefgberiodic IRS and state agency
examinations, could materially impact Bancorp’safinial position and its results from operations.
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2 Securities
The amortized cost, unrealized gains and lossesfaanvalue of securities available for sale fallo

June 30, 2011 Amortized Unrealized
Securities available for sale Cost Gains Losses Fair Value
(in thousands)

U.S. Treasury and other U.S. government obligat $ 23,000 $ —  $ — $ 23,00(
Government sponsored enterprise obligat 100,80¢ 2,94¢ — 103,75t
Mortgage-backed securitie 58,93¢ 2,801 35 61,70:
Obligations of states and political subdivisic 66,62¢ 1,95: 25 68,55:
Trust preferred securities of other financial ingions 1,25(C 20 — 1,27(C
Total securities available for sale $ 25061 $ 7,72: § 60 $ 258,28(
December 31, 2010 Amortized Unrealized

Securities available for sale Cost Gains Losses Fair Value

(in thousands)

Government sponsored enterprise obligat $ 111,800 % 2,731 $ — $ 114,53¢
Mortgagebacked securitie 58,61¢ 2,34¢ 21€ 60,74¢
Obligations of states and political subdivisic 68,42¢ 777 417 68,78¢
Trust preferred securities of other financial

institutions 1,25( 6 — 1,25¢
Total securities available for sale $ 24009 § 586¢ § 63: § 245,33

The investment portfolio includes a significantdéwef obligations of states and political subdieiss. The issuers of the bonds are
generally school districts or essential-servicelipuorks projects. The bonds are concentratadentucky, Indiana and Ohio. Each
of these securities has a rating of A or bettea lbgcognized bond rating agency.
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At December 31, 2010, Bancorp had mortgage-backearities classified as held to maturity. Thesmigtes, with an amortized cost
of $20,000, had a fair value of $22,000. Therenarsecurities held to maturity as of June 30, 2011

In addition to the available for sale portfolioy@stment securities held by Bancorp include cedagurities which are not readily
marketable and are carried at cost. This categmtydes holdings of Federal Home Loan Bank of @inati (FHLB) stock which are
required as part of the condition for borrowing i&alzility from the FHLB and are classified as réd&d securities. See Note 5 for
information relating to FHLB borrowings. Other geties consist of a Community Reinvestment Act fJvestment which matur:
in 2014, and is fully collateralized with a goveremt agency security of similar duration.

A summary of securities as of June 30, 2011 basexbotractual maturity is presented below. Actuatumties may differ from
contractual maturities because some issuers hauggtht to call or prepay obligations.

(In thousands)

Securities
Available for Sale
Cost Fair Value

Due within one yea

Due within one year through five yes:
Due within five years through ten ye:i
Due after ten yeal

67,30¢ $ 67,35¢

87,62¢ 90,21%
38,03« 40,15
57,65: 60,55¢

250,61¢ $ 258,28
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Securities with unrealized losses not recognizeéddome at June 30, 2011 and December 31, 201&sdi@lows:

Less than 12 months 12 months or more Total

Fair Unrealized Fair Unrealized Fair Unrealized
(In thousands) Value Losses Value Losses Value Losses
June 30, 201!
Mortgage-backed securitie $ 4881 % 3B $ — 3 — $ 4881 % 35
Obligations of states and political subdivisic 2,18¢ 25 — — 2,18¢ 25
Total temporarily impaired securiti $ 706 $ 60 $ — $ — $ 7067 $ 6C
December 31, 2010
Mortgage-backed securitie $ 9620 $ 21¢ $ — 3 — $ 9620 % 21¢€
Obligations of states and political subdivisic 31,44 417 — — 31,44 417
Total temporarily impaired securiti $ 4106« $ 63 $ — 3 — $ 4106: $ 632

Unrealized losses on Bancorp’s investment secsiittfolio have not been recognized in income bsedhe securities are of high
credit quality, and the decline in fair valuesasgely due to changes in the prevailing interetst eavironment since the purchase date.
The fair value is expected to recover as the seesiieach their maturity date and/or the interas environment returns to conditions
similar to when the securities were purchased.s@lievestments consist of 5 and 49 separate ineastpositions as of June 30, 2011
and December 31, 2010, respectively, that are oratidered other-than-temporarily impaired. Basethis information, Bancorp has
not recorded other-than-temporary losses on anyrisies held at June 30, 2011.

Management evaluates the impairment of securities guarterly basis, considering various factocfuiing issuer financial conditio
agency rating, payment prospects, impairment durand general industry condition. As of JuneZ81,1, Bancorp had no securities
which had been impaired for 12 months or longerofA3une 30, 2011, Bancorp had one trust prefeseedrity with a credit rating
below investment grade — Caal by Moody’s Inveswige. This security had an amortized cost 0080,000, a carrying value of
$1,014,000, and an unrealized gain of $14,000.aBge management does not intend to sell the ineessmand it is not likely that
Bancorp will be required to sell the investmentberecovery of their amortized cost bases, whiely be maturity, management is
the opinion that none of the securities are otharitemporarily impaired at June 30, 2011.

Stock-Based Compensation

The fair value of all new and modified awards geaipinet of estimated forfeitures, is recognizedaspensation expense over the
respective service period. Forfeiture estimatedased on historical experience.

Bancorp currently has one stock-based compensaliéon Initially, in the 2005 Stock Incentive Plahere were 735,000 shares of
common stock reserved for issuance of stock basedda. In 2010, shareholders approved a proposahend the 2005 Stock
Incentive Plan to reserve an additional 700,000
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shares of common stock for issuance under the psof June 30, 2011, there were 668,820 sharakabhafor future awards.
Bancorp’s 1995 Stock Incentive Plan expired in 20@wever, options granted under this plan expirlate as 2015.

Options and stock appreciation rights (SARs) grdugienerally have been subject to a vesting sched®@@% per year. Prior to 2009,
equity grants to certain executive officers vesti@dmonths after grant date. Restricted sharesrgiy@est over three to five years.
All awards under both plans have been granted akarcise price equal to the market value of comstook at the time of grant;
options and SARs expire ten years after the grate.d

In April 2011, the Board of Directors of Bancorgpapved an amendment to the 2005 Stock Incentive t®lauthorize restricted stock
units (RSUs) as a type of award that the Companygnant pursuant to the Plan. The RSU awards ertitdse officers to issuance of
one share of common stock for each vested RSUlgladier expiration of a three-year performanceqgutrprovided certain goals are
achieved. Executives do not have voting rightsdmdot receive dividends or other distributionglpan stock related to RSUSs, until
that stock is actually issued.

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

For three months ended For six months ended
June 30, June 30,
2011 2010 2011 2010
Stock-based compensation expense before income $ 316,000 $ 247,000 $ 564,000 $ 455,00
Deferred tax benef 110,00( 86,00( 197,00( 159,00(
Reduction of net incom $ 206,000 $ 161,000 $ 367,000 $ 296,00(

Bancorp expects to record an additional $662,008axfk-based compensation expense in 2011 foryegrahts outstanding as of
June 30, 2011. As of June 30, 2011, Bancorp h&9)3$300 of unrecognized stock-based compensatijpense that will be recorded
as compensation expense over the next five yeawasis vest. Bancorp received cash of $369,08(6429,000 from the exercise
options during the first six months of 2011 and @Q&spectively.

The fair value of Bancorp’s stock options and SAdQRastimated at the date of grant using the Blaakefs option pricing model, a
leading formula for calculating the value of stagkions. This model requires the input of subjecassumptions, changes to which
can materially affect the fair value estimate. Tdievalue of restricted shares is determined bBpddrp’s closing stock price on the
date of grant. The fair value of restricted stonksiis determined by Bancorp’s closing stock pooghe date of the award, less the
present value of dividends expected to be paichdutie performance period.
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The following assumptions were used in SAR/optialuations at the grant date in each year:

Dividend yield
Expected volatility
Risk free interest rai
Forfeitures

Expected life of options and SARs (in yee

2011 2010
2.48% 2.1&%
22.6¢ 23.87
2.9C
6.07
3

The dividend yield and expected volatility are lzhea historical information corresponding to th@ested life of options and SARs
granted. The expected volatility is the volatilitf/the underlying shares for the expected terra amonthly basis. The risk free inter
rate is the implied yield currently available on&J.Treasury issues with a remaining term equtiaexpected life of the options.

All outstanding options have a 10-year contracteah from the date of grant. The expected lifegtions is based on actual
experience of past like-term awards. Bancorp etatlihistorical exercise and post-vesting termomabbiehavior when determining the

expected life of options and SARs.

A summary of stock option and SARs activity anditedl information for the six months ended June28@.l follows. The number of

options and SARs and aggregate intrinsic valusstated in thousands.

Weighted
Weighted Weighted Average
Average Aggregate Average Remaining
Options Exercise Intrinsic Fair Contractual
and SARs Exercise Price Price Value Value Life
At December 31, 201
Vested and exercisak 71C 16.0(-26.8: 22.0: $ 2,007 4.91 4.1¢
Unvestec 2732 21.0:-26.8: 22.8¢ 552 5.3¢€ 7.72
Total outstanding 982 16.0(-26.8: 22.2¢ 2,55¢ 5.0¢ 5.14
Granted 67 23.7¢-24.8: 23.7¢ — 5.04
Exercisec (46) 16.0(-22.81 16.9: 323 3.47
Forfeited (9) 18.0¢-26.8: 21.5¢ 18 4.8t
At June 30, 201
Vested and exercisak 75E 16.0(-26.8: 22.5¢ 1,09( 5.07 4.1(
Unvestec 24C 21.0:-26.8: 22.82 211 5.2z 8.2C
Total outstanding 99t 16.0(-26.8¢ 22.61 $ 1,301 5.11 5.0¢
Vested during yee 95 21.0%-26.8¢ 235¢ $ 59 5.4¢

Intrinsic value for stock options is defined as #meount by which the current market price of thdertying stock exceeds the exercise

price.
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In the first quarter of 2011, Bancorp granted 68,5ARs at the weighted average current market pfi§23.78 and a Black-Scholes
fair value of $5.04. There were no SARs grantetthésecond quarter. In the first six months df2Bancorp granted 41,991 shares
of restricted common stock at the weighted averageent market price of $23.96. Also in the secqudrter of 2011, Bancorp
awarded RSUs with a fair value of $21.99 to exeeutifficers of the Bank, the three-year performgmeeod for which began

January 1, 2011. Bancorp believes, based on mosttranalysis, the most likely vesting of these R8Il be 20,228 shares of
common stock.

Loans

The composition of loans by primary loan classtiima follows:

(In thousands) June 30, 201 December 31, 201!
Commercial and industrii $ 365,00 $ 343,95¢
Real estate mortgag
Commercial investmer 382,75: 362,90:
Owner occupied commerci 313,53: 316,29:
1-4 family residentia 159,32( 157,98:
Home equity- first lien 38,37¢ 39,44¢
Home equity- junior lien 83,88( 91,81
Subtotal: Real estate mortge 977,86( 968,44(
Construction and developme 158,41: 159,48
Consume 37,67( 36,541
Total loans $ 1,538,95 $ 1,508,42!

An analysis of the changes in the allowance fon loases for the six months ended June 30, 2012@bd follows (in thousands):

2011 2010
Beginning balance January $ 25547 $ 20,00(
Provision for loan losse 5,40( 5,07¢
Loans charged o (3,71 (2,560
Recoveries 33¢€ 414
Ending balance June & $ 27,56: $ 22,93
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The following table presents the balance in thevadince for loan losses and the recorded investméo&ns by portfolio segment and
based on impairment method as of June 30, 201 Dandmber 31, 2010.

Type of Loan
June 30, 2011 Commercial Construction Real estate
(in thousands) and industrial and development mortgage Consumer Unallocated Total

Allowance for credit
losses
Beginning balance
December 31, 201 $ 2,79¢ $ 363( $ 12,27: $ 62 $ 6,22: $ 25,54
Chargeoffs (81¢€) (1,226 (1,366 (307) — (3,71
Recoverie: 20 — 11€ 20C — 33¢
Provision 3,39( 98¢ 2,61:% 60 (1,657) 5,40(
Ending balance June 30,
2011 $ 539 $ 3,39 % 13,63t $ 57¢ $ 457C % 27,56¢

Balance: individually
evaluated for
impairment $ 50C $ — 3 824 $ — $ 1,32¢

Balance: collectively
evaluated for
impairment $ 4,89 $ 3,39: $ 1281. $ 57€ $ 457C $ 26,24(

Balance: loans acquired

with deteriorated crec
quality $ — $ — $ — $ — $ — $ —

Loans

Balance $ 365,00¢ $ 158,41: $ 977,86( $ 37,67( $ 1,538,95

Balance: individually
evaluated for
impairment $ 2,20¢ $ 70C $ 12,81t $ 96 $ 15,82(

Balance: collectively
evaluated for
impairment $ 362,79¢ $ 157,71 $ 965,04 $ 37,57¢ $ 1,523,13

Balance: loans acquired
with deteriorated crec
quality $ — $ — $ — $ — s —

14




Table of Contents

Type of Loan

December 31, 201! Commercial

(in thousands)

and industrial

Construction
and development

Real estate
mortgage

Consumer

Unallocated

Total

Allowance for credit
losses

Beginning balance
December 31, 20C $
Charge-offs
Recoveries
Provision

4,091
(1,415
115

1,51¢
(2,21)
26

2,94

$

6,51¢
(2,450)
162
8,04¢

$

947
(687)
53¢
(179)

$

6,931

641

20,00(
(6,766)

84C
11,46¢

Ending balance
December 31, 201 $

2,79¢

2,28(

12,27:

628

7,572

25,54

Balance: individually
evaluated for
impairment $

90

1,72¢

Balance: collectively
evaluated for
impairment $

2,70¢

2,28(

10,54¢

62:

7,572

1,81«

23,72¢

Balance: loans acquired
with deteriorated crec
guality $

Loans

Balance $

343,95¢

159,48.

968,44(

36,547

Balance: individually
evaluated for
impairment $

52C

70C

15,95¢

95

Balance: collectively
evaluated for
impairment $

343,43t

158,78.

952,48!

36,45:

Balance: loans acquired
with deteriorated crec
quality

$

Information regarding impaired loans follows (imtisands):

Principal balance of impaired loa

Impaired loans with a valuation allowar

Amount of valuation allowanc

Impaired loans with no valuation allowar
Average balance of impaired loans for the pe

June 30, 201

1,508,42!

17,27(

1,491,15

December 31, 201!

$

15,82(
3,83:
1,324

11,98¢

15,57:

$

17,27(
7,33¢
1,81«
9,93t

13,21:

Management uses the following classes of loans wassassing and monitoring the risk and performahtge loan portfolio:

. Commercial and industrial

+  Real estate mortgage

e Construction and development

. Consumer
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The following table presents loans individually kxaded for impairment as of June 30, 2011 and Déesrdl, 2010.

Unpaid
June 30, 2011 Recorded principal Related
(in thousands) investment balance allowance
Loans with no related allowance recort
Commercial and industri $ 794 % 1,91¢
Real estate mortgay 10,39¢ 11,65
Construction and developme 70C 70C
Consume 96 13¢
Loans with an allowance record
Commercial and industrii $ 1,41 3% 2,00 3 50C
Real estate mortga( 2,417 2,417 824
Construction and developme — — —
Consume — — —
Total
Commercial and industrii $ 2,20¢ % 391¢ 3 50C
Real estate mortgay $ 12,81 $ 14,07 $ 824
Construction and developme $ 70C $ 70C $ —
consume $ 96 $ 13¢ $ —
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Unpaid
December 31, 2010 Recorded principal Related
(in thousands) investment balance allowance
Loans with no related allowance recor
Commercial and industrii $ 42C % 1,982
Real estate mortgay 8,72( 9,45t
Construction and developme 70C 70C
Consume 95 14C
Subtotal 9,93t 12,271
Loans with an allowance record
Commercial and industrii $ 10C $ 29z $ 90
Real estate mortgag 7,23¢ 7,23t 1,724
Construction and developme — — —
Consume — — —
Subtotal 7,33t 7,521 1,81¢
Total
Commercial and industri; $ 52C $ 2,274 $ 90
Real estate mortgay $ 15,95 $ 16,69C $ 1,72¢
Construction and developme $ 70C $ 70C $ —
Consume $ 95 $ 14C $ —
Subtotal 17,27( 19,80¢ 1,81¢

Unpaid principal balance does not reflect parti@rge-offs which may have occurred over the lif¢hefloans.

Impaired loans include non-accrual loans and l@aesunted for as troubled debt restructuring. Nerigpming loans include the
balance of impaired loans plus any loans over 98 gast due and still accruing interest.
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The following table presents the recorded investrirenon-accrual loans as of June 30, 2011 and iBbee 31, 2010.

June 30 December 31
(In thousands) 2011 2010
Commercial and industri $ 2,28¢ $ 2,32¢
Construction and developme 3,28¢ 4,58¢
Real estate mortga¢ 9,89¢ 7,19¢
Consumel 97 277
Total $ 1557( $ 14,38¢
Included in non-performing loans are loans accalifte as troubled debt restructuring totaling $8280, at June 30, 2011 and
$2,882,000 at December 31, 2010, which continweetoue interest.
The following table presents the aging of the rdedrinvestment in past due loans as of June 3@, &0d December 31, 2010.
Greater Recorded
than investment >
June 30, 2011 30-59 days 60-89 days 90 days Total Total 90 days and
(in thousands) past due past due past due past due Current loans accruing
Commercial and industrii $ 1,006 $ 92 $ 220¢ $ 3307 $ 361,70. $ 36500 $ —
Real estate mortgag 4,81¢ 5,65( 14,22¢ 24,69: 953,16 977,86( 1,665
Construction and developme 69¢ 2,31¢ 70C 3,717 154,69! 158,41: —
Consume 227 7 96 32t 37,34¢ 37,67( —
Total $ 6,74 $ 8,060 $ 1723t $ 32,04: $ 1,506,900 $ 1,538,951 $ 1,66:
Greater Recorded
than investment >
December 31, 201 3C-59 days 60-89 days 90 days Total Total 90 days anc
(in thousands) past due past due past due past due Current loans accruing
Commercial and industri: $ 1,681 $ 194 $ 547 $ 242: $ 34153: $ 343,95t $ 27
Real estate mortgag 5,94: 4,821 15,03¢ 25,80: 942,63 968,44( 1,96¢
Construction and developme 25¢€ — 70C 95¢ 158,52¢ 159,48: —
Consume 69 4 14€ 21¢ 36,32¢ 36,547 51
Total $ 7,94¢ $ 501¢ $ 1643. $ 29400 $ 1,479,002 $ 1,508,442 $ 2,04¢

Bancorp categorizes loans into credit risk categgobiased on relevant information about the alifityorrowers to service their debt
such as: current financial information, historipalyment experience, credit documentation, pubfizriation and current economic
trends. Pass-rated loans included all risk-radadd other than those classified as special mergidsstandard, and doubtful, which are
defined below:

e Special Mention: Loans classified as special noentiave a potential weakness that deserves manatjsrtlese attention.
If left uncorrected, these potential weaknesses masyit in

18




Table of Contents
deterioration of repayment prospects for the loaof the Bank’s credit position at some future date

e Substandard: Loans classified as substandardadeduately protected by the current net worthpayihg capacity of the
obligor or of collateral pledged, if any. Loanscdassified have a well-defined weakness or weaagthat jeopardize
repayment of the debt. They are characterizedhégistinct possibility that the Bank will sustgome loss if the deficiencies
are not corrected.

. Doubtful: Loans classified as doubtful have adl theaknesses inherent in those classified as sulasth with the added
characteristic that the weaknesses make colleotioepayment in full, on the basis of currentlystixig facts, conditions and
values, highly questionable and improbable.

As of June 30, 2011 and December 31, 2010, thecatdgories of loans were as follows:

Credit risk profile by internally assigned grade

(in thousands)

Construction

Commercial Real estate and
June 30, 2011 and industrial mortgage development Consumer Total
Grade
Pass $ 328,32( $ 899,50( $ 142,67 $ 37,63 1,408,12.
Special mentiol 18,75¢ 34,29¢ 6,25¢ 14 59,32«
Substandar 17,93: 44,06« 9,48¢ 24 71,504
Doubtful — — — — —
Total $ 36500 $ 977,86( $ 158,41 $ 37,67( 1,538,95!
Construction
Commercial Real estate and
December 31, 2010 and industrial mortgage development Consumer Total
Grade
Pass $ 315,05 $ 891,76: $ 140,98t $ 36,17: 1,383,97.
Special mentiol 20,44( 30,40: 6,22z 67 57,13:
Substandar 8,46: 46,27¢ 12,27« 30¢ 67,32
Doubtful — — — — —
Total $ 343,95¢ $ 968,44( $ 159,48. $ 36,541 1,508,42!
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()

Credit risk profile based on payment activity
(in thousands)

Construction

Commercial Real estate and
June 30, 2011 and industrial mortgage development Consumer Total
Performing $ 362,79¢ $ 963,38 $ 157,71. $ 37,57« $ 1,521,46
Non-performing 2,20¢ 14,47¢ 70C 96 17,48:
Total $ 36500 $ 977,86( $ 158,41 $ 37,67C $ 1,538,95
Construction
Commercial Real estate and
December 31, 2010 and industrial mortgage development Consumer Total
Performing $ 343,40¢ $ 950,51¢ $ 158,78. $ 36,40 $ 1,489,11
Non-performing 547 17,92: 70C 14¢€ 19,31«
Total $ 34395 $ 968,44 $ 15948 $ 36,54 $ 1,508,42!

Federal Home Loan Bank Advances

The Bank had outstanding borrowings of $60,437&Qlune 30, 2011, via six separate advances.ieoadvances totaling $60
million, all of which are non-callable, interestypaents are due monthly, with principal due at maturThe sixth advance totals
$437,000, and principal and interest payments aeentonthly based on a 15 year amortization schedunléhe fourth quarter of 2010,
Bancorp restructured and extended terms on tworeasawith FHLB resulting in lower interest cost othee remaining term of these
advances. Prepayment penalties totaling $1,336/@06 incurred. In accordance with US GAAP, prepayt penalties associated
with the modification of advances are to be amediaver the life of the new advances as intergetrese, resulting in effective inter
rates greater than the contractual rate paid toB=HLChe following is a summary of the contractuaturities and average effective
rates as of June 30, 2011:

(In thousands) Advance Rate

2013 $ 20,00( 1.55%

2014 20,00( 2.4%

2015 20,00( 3.3%%

2024 437 2.4(%
$ 60,43\ 2.4%

Advances from the FHLB are collateralized by cert@mmercial and residential real estate mortgaged under a blanket mortgage
collateral agreement and FHLB stock.

The Bank’s agreement with the Federal Home LoarkBéui€Cincinnati (FHLB) enables the Bank to borrog/to an additional $184.5
million as of June 30, 2011 under terms to be distadd at the time of the advance. The Bank alscahstandby letter of credit from -
FHLB for $17.8 million outstanding at
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(6)

(7)

(8)

June 30, 2011. Under Kentucky law, customer casdmioes in investment management and trust accauaisbe retained as deposits
in the Bank. Kentucky law requires these depasibants above the $250,000 per account protectoviged by the FDIC to be
backed by some form of collateral. The standhigtetdf credit from the FHLB collateralizes these@mts beyond the FDIC protecti
as required by Kentucky law.

Gooduwill and Intangible Assets

US GAAP requires that goodwill and intangible asseth indefinite useful lives not be amortizedt mstead be tested for impairment
at least annually. Annual evaluations have reduitteno charges for impairment. Bancorp currehflg goodwill from the acquisition
of a bank in southern Indiana in the amount of $882. This goodwill is assigned to the commeroaiking segment of Bancorp.

Mortgage servicing rights (MSRs) are amortizedriopprtion to and over the period of estimated eetising income, considering
appropriate prepayment assumptions. MSRs are dedlgaarterly for impairment by comparing the cengyvalue to the fair value.
The estimated fair values of MSRs at June 30, 20tllDecember 31 2010 were $2,327,000 and $2,188:@€fectively. The total
outstanding principal balances of loans servicedfoers were $272,585,000 and $254,988,000 at3n2011, and December 31,
2010 respectively. Changes in the net carrying amnoftUiMSRs for the six months ended June 30, 2012010 are shown in the
following table.

(in thousands) 2011 2010

Balance at beginning of peric $ 1,78: % 1,61¢
Originations 224 257
Amortization (346) (236)
Balance at June & $ 1,661 $ 1,637

Defined Benefit Retirement Plan

The Bank sponsors an unfunded, non-qualified, @dfimenefit retirement plan for certain key officesith no plan to add additional
participants. Benefits vest based on years ofigenThe actuarially determined pension costeapensed and accrued over the
service period, and benefits are paid from the Baaksets. The net periodic benefits costs, winiclude interest cost and
amortization of net losses, totaled $31,000 forttinee months ended June 30, 2011 and 2010. Eaixtmonths ended June 30, 2011
and 2010, the net periodic benefit costs totalez] K.

Commitments and Contingent Liabilities

As of June 30, 2011, Bancorp had various commitmeuntstanding that arose in the normal course sifiess, including standby
letters of credit and commitments to extend craditich are properly not reflected in the consokdifinancial statements. In
management’s opinion, commitments to extend c@dpB835,625,000 including standby letters of credi$10,318,000 represent
normal banking transactions, and no significanséssare anticipated to result from these commitsnenbf June 30, 2011.
Commitments to extend credit were $350,314,000uding letters of credit of $9,598,000, as of Debem31, 2010. Bancorp’s
maximum exposure to credit loss in the event ofpeoformance by the other party to these commitmiemepresented by the
contractual amount of these instruments. Bancoeg tlee same credit and collateral policies in ngkiommitments and conditional
guarantees as for on-
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(9)

balance sheet instruments. Commitments to exterdit@re agreements to lend to a customer as Ietigeae is no violation of any
condition established in the contract. Commitmeetserally have fixed expiration dates or other teation clauses. Commitments to
extend credit are mainly made up of commercialliobcredit, construction and development loansterde equity credit lines. Since
some of the commitments are expected to expireowitheing drawn upon, the total commitment amodnotaot necessarily represent
future cash requirements. Bancorp evaluates eatbroer’s creditworthiness on a case by case bEsgsamount of collateral
obtained, if deemed necessary by Bancorp upon ggienf credit, is based on management’s crediuatian of the customer.
Collateral held varies but may include accountgirable, inventory, equipment, and real estate.

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 one to two years.

Bancorp has entered into agreements to guarargqeetformance of several customers’ contracts athler financial institutions.
Bancorp will make payments under these agreemeatsuistomer defaults on its obligations to thesofinancial institutions. The
terms of the agreements range from 1 to 20 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 June 30, 2011, Bancorp would have keEmrired to make payments of approximately $2,810.,0lo payments have ever
been required as a result of default on these @ctstrThese agreements are normally collateralizegenerally with real properties,
equipment, inventories and receivables — by théoomsr, which limits Bancorp’s credit risk assocthteith the agreements.

Preferred Stock

Bancorp has a class of preferred stock (no paeyal®w00,000 shares authorized),the relative rightferences and other terms of
which or any series within the class will be detiered by the Board of Directors prior to any isstan&ome of this preferred stock
would be used in connection with a shareholdegtits plan upon the occurrence of certain triggeeivents. None of this stock had
been issued as of June 30, 2011.
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(10) NetIncome Per Share

The following table reflects, for the three and simnths ended June 30, 2011 and 2010, net incdrea(tmerator) and average shares
outstanding (the denominator) for the basic anatelil net income per share computations:

Three months endec Six months endec
June 30 June 30

(In thousands, except per share date 2011 2010 2011 2010
Net income, basic and dilutt $ 5997 $ 5,565¢ $ 11,48¢ $ 10,537
Average shares outstandi 13,78¢ 13,69( 13,76¢ 13,66¢
Effect of dilutive securitie 90 10C 89 84
Average shares outstanding including

dilutive securities 13,87¢ 13,79( 13,857 13,75:
Net income per share, ba: $ 04 $ 041 $ 0.8 $ 0.77
Net income per share, dilut: $ 04: $ 0.4C $ 0.8 $ 0.77

(11) 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 segrfmrthe three and six month periods ended Jun2@Dl and 2010 follows:

Three months Six Months
ended June 3( ended June 3(
(In thousands) 2011 2010 2011 2010
Net interest incom
Commercial bankin $ 17,58: $ 16,52( $ 34,867 $ 32,28¢
Investment management and tr 30 27 63 57
Total $ 1761, $ 16,547 $ 34,92¢ $ 32,34:
Provision for loan losse
Commercial bankin $ 2,60C $ 2,382 $ 5400 $ 5,07¢
Investment management and tr — — — —
Total $ 2,60 $ 2,384 $ 5400 $ 5,07¢
Non-interest income
Commercial bankin $ 4,491 $ 4,691 $ 8,95¢ $ 9,40¢
Investment management and tr 3,661 3,23: 7,19¢ 6,49:
Total $ 8,15 $ 7,92: $ 16,157 $ 15,89¢
Nor-interest expenst
Commercial bankin $ 12,667 $ 12,45¢ $ 25,69¢ $ 24,39¢
Investment management and tr 2,05¢ 1,92¢ 3,85¢ 3,74
Total $ 14,728 $ 14,38: $ 29,55. $ 28,13¢
Tax expensi
Commercial bankin $ 1,86¢ $ 1,68: $ 3,45 $ 3,50¢
Investment management and tr 572 467 1,19¢ 982
Total $ 2,441 $ 2,14¢  $ 4,64 $ 4,48¢
Net income;
Commercial bankin $ 493¢ $ 468¢ $ 9,27/ $ 8,712
Investment management and tr 1,061 867 2,214 1,82¢
Total $ 5997 $ 5,55¢ $ 11,48¢ $ 10,53}

(12) Income Taxes

US GAAP provides guidance on financial statemeodgaition and measurement of tax positions takeexpected to be taken, in tax
returns. As of June 30, 2011 and December 31, #.Qross amount of unrecognized tax benefits$888,000 and $230,000,
respectively. At June 30, 2011, if recognized,4280 of the tax benefits would increase net ingaesulting in a decrease of the
effective tax rate. The amount of unrecognizedsemefits may increase or decrease in the futureaioous reasons including adding
amounts for current tax year positions, expirabibopen income tax returns due to statutes of ditiwih, changes in management’s
judgment about the level of uncertainty, statusxamination, litigation and legislative activitycathe addition or elimination of
uncertain tax positions.
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(13)

(14)

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefitmaome tax expense. As of June 30,
2011 and December 31, 2010, the amount accrudtdgrotential payment of interest and penalties $285000.

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 benefit of its commercial customers whoirde® hedge their exposure to changing interégssraBancorp 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 first sintimoof 2011 were offsetting and
therefore had no effect on Bancorp’s earnings sh dlows.

At June 30, 2011, Bancorp’s interest rate swapsesm@gnized as other assets and liabilities irctvesolidated balance sheets at fair
value. Bancors derivative instruments have not been designatdedging instruments. The interest rate swap agrets derive the
value from underlying interest rates. These traii®as involve both credit and market risk. The apél amounts are amounts on wk
calculations, payments, and the value of the dévizare based. Notional amounts do not repredesttccredit exposures. Direct
credit exposure is limited to the net differenceat®en the calculated amounts to be received artlj bainy. Bancorp is exposed to
credit-related losses in the event of nonperformadncthe counterparties to these agreements. Bawcootrols the credit risk of its
financial contracts through credit approvals, lsrahd monitoring procedures, and does not expgot@mterparties to fail their
obligations.

At June 30, 2011 and December 31, 2010, Bancorpbtstanding interest rate swap contracts as faliow

Receiving Paying
June 30, December 31 June 30, December 31
(dollar amounts in thousands) 2011 2010 2011 2010
Notional amoun $ 507C $ 527C $ 507C $ 5,27(
Weighted average maturity (yea 7.7 8.1 7.7 8.1
Fair value $ (319) $ (305) $ 31¢ $ 30&

Fair Value Measurements

Bancorp follows the provisions of the authoritatugdance for fair value measurements. This guidas definitional and disclosure
oriented and addresses how companies should appnoeasuring fair value when required by US GAAPe ghidance prescribes
various disclosures about financial statement caieg and amounts which are measured at fair vilaach disclosures are not
already specified elsewhere in US GAAP.
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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 establishesardtigrto 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 fantidel 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 modadsed techniques that use significant assumptioinshservable in the mark
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 atimilar 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 compsittnvironment 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 sald derivative instruments are recorded at fame/@n a recurring basis. Other
accounts including mortgage loans held for saletgage servicing rights, impaired loans and otkaf estate owned may be recorded
at fair value on a non-recurring basis, generallthe application of lower of cost or market adjushts or write-downs of specific
assets.

The portfolio of investment securities available $ale is comprised of debt securities of U.S. gowvent-sponsored corporations,
mortgage-backed securities, obligations of statepatitical subdivisions, and trust preferred séis of other banks. Trust preferred
securities are priced using quoted prices of idahBecurities in an active market. These measemerare classified as Level 1 in the
hierarchy above. All other securities are pricethg standard industry models or matrices withotgsiassumptions such as yield
curves, volatility, prepayment speeds, defaultsiaiene value, credit rating and market pricestifierinstruments. These assumptions
are generally observable in the market place andealerived from or supported by observable ddtase measurements are
classified as Level 2 in the hierarchy above.

Interest rate swaps are valued using primarily Leviaputs. Fair value measurements are obtairgd fin 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 ofsiks counterparties as well as its
own credit risk. To date, Bancorp has not realaey 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 2011.

26




Table of Contents

Below are the carrying values of assets measurfdratalue on a recurring basis (in thousands).

Fair Value at June 30, 2011

(In thousands) Total Level 1 Level 2 Level 3
Assets
Investment securities available for sal
U.S. Treasury and other U.S. government obligat $ 23,00( — $ 23,00(
Government sponsored enterprise obligat 103,75t — 103,75t
Mortgage-backed securitie 61,70: — 61,70:
Obligations of states and political subdivisic 68,55: — 68,55:
Trust preferred securities of financial instituti 1,27( 1,27( —
Total investment securities available for sale 258,28 1,27(C 257,01(
Interest rate swap 31¢ — 31¢
Total Assets $ 258,59¢ 127C $ 257,32!
Liabilities

$ 31¢ — $ 31¢

Interest rate swap
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Fair value at December 31, 201

(In thousands) Total Level 1 Level 2 Level 3
Assets

Investment securities available for sals

Government sponsored enterprise obligat $ 114,53¢ $ — $ 114,53¢ $ —
Mortgagebacked securitie 60,74¢ — 60,74¢ —
Obligations of states and political subdivisic 68,78¢ — 68,78¢ —
Trust preferred securities of financial instituti 1,25¢ 1,25¢ — —
Total investment securities available for sal 245,33. 1,25¢ 244,07¢ —
Interest rate swap 30¢% — 30& —
Total Assets $ 245,63 $ 1,25¢ $ 24438. $ —
Liabilities

Interest rate swap $ 30 $ — $ 305 $ —

Mortgage loans held for sale are recorded at twer@f cost or market value. The portfolio is coised of residential real estate loans
and fair value is based on specific prices of ulyitey 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 incluidegither table below for June 30,
2011 or December 31, 2010.

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. ¥aliwe 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. Bh@gasurements are classified as Level 3. At30n2011 and December 31, 2010
there was no valuation allowance for the mortgageising rights, as the fair value exceeded the.céscordingly, the MSRs are not
included in either table below for June 30, 201December 31, 2010.

Other real estate owned, which is carried at thetaf cost or fair value, is periodically asseskrdmpairment 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, accordirgbget measurements are classified as Level 3. n&t30, 2011 and December 31,
2010, the carrying value of other real estate owmasl $7,187,000 and $5,445,000, respectively. 1Qd# estate owned is not
included in either table below, as the fair valfithe properties exceeded their carrying valuaiae B0, 2011 and December 31, 2010.
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For impaired loans in the table below, the faitueais calculated as the carrying value of only $oaith a specific valuation allowance,
less the specific allowance. As of June 30, 2@dta) impaired loans with a valuation allowance ev#8.8 million, and the specific
allowance totaled $1.3 million, resulting in a fa&lue of $2.5 million. The losses represent thenge in the specific allowances for
the period indicated. See Note 4 for more infofamabn impaired loans and allowances.

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

Losses for 6 montt

Fair value at June 30, 2011 period ended

(in thousands) Total Level 1 Level 2 Level 3 June 30, 2011
Impaired loan: $ 2,50¢ $ — $ — $ 2,50¢ $ (469
Losses for 6 montt
Fair value at December 31, 201 period ended
(in thousands) Total Level 1 Level 2 Level 3 June 30, 201(
Impaired loan: $ 5521 $ — $ — $ 5521 $ (755)
(15) Fair Value of Financial Instruments
The estimated fair values of financial instrumeares as follows:
June 30, 2011 December 31, 2010
Carrying Carrying

(In thousands) Amount Fair Value Amount Fair Value
Financial assets
Cash and shc-term investment 44,19¢ $ 44,19¢ 41,655 $ 41,65t
Mortgage loans held for sz 4,43¢ 4,47 12,38 12,62¢
Securities 258,28( 258,28 245,35; 245,35:
Federal Home Loan Bank stock and other

securities 5,94¢ 5,94¢ 5,77 5,772
Loans, ne 1,511,38! 1,531,701 1,482,88. 1,507,07
Accrued interest receivahb 5,92¢ 5,92¢ 6,28¢ 6,28¢
Interest rate swa 31¢ 31¢ 30t 30¢&
Financial liabilities
Deposits 1,532,37. $ 1,549,76! 1,493,46i $ 1,512,88;
Shor-term borrowings 89,02% 89,02" 87,50¢ 87,50¢
Long-term borrowings 101,33 100,49¢ 101,34: 100,81!
Accrued interest payab 17¢ 17¢ 304 304
Interest rate swa 31¢ 31¢ 30¢E 30¢E
Off balance sheet financial instruments
Commitments to extend cret — — — —
Standby letters of crec — (155) — (149
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Management used the following methods and assungptmestimate the fair value of each class offife 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 saleetetmined by market quotes for each loan basedamtlype, term, rate, size and the
borrower’s credit score.

Loans, net

US GAAP prescribes the exit price concept for eating fair value of loans. Because there is najiad market (exit price) for
trading the predominant types of loans in Bancoppfolio, the fair value of loans is estimateddigcounting future cash flows using
current rates at which similar loans would be madeorrowers with similar credit ratings and foe t,tame remaining maturities (e.g.
entrance price).

Interest rate swaps

Fair value measurements are obtained from an @upsiding service. Prices obtained are generalbgtan 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 amoaydlge on demand at the
reporting date. The fair value of fixed-rate cécttes of deposits is estimated by discountinguhee 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 estenatf 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 valfestandby letters of credit are based on feesatlyr charged for similar agreements
or the estimated cost to terminate them or otherasgtle the obligations with the counterpartiethatreporting date.
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Limitations

The fair value estimates are made at a specifistpoitime based on relevant market information axfidrmation about the financial
instruments. Because no market exists for a siamifi 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 instaceemot be substantiated by
comparison to independent markets and, in manyscasay not be realizable in a current sale oftserument. Changes in
assumptions could significantly affect the estiraate

(16) Regulatory Matters

Bancorp and the Bank are subject to various cagtplirements prescribed by banking regulationsaaimdinistered by federal banki
agencies. Under these requirements, Bancorp arBiathie must meet minimum amounts and percentag€gnf and total capital, as
defined, to risk weighted assets and Tier | capit@lverage assets. Risk weighted assets are dieterivy applying certain risk
weightings prescribed by the regulations to varicategories of assets and off-balance sheet conamitmCapital and risk weighted
assets may be further subject to qualitative judgsby regulators as to components, risk weighaimgj other factors. Failure to meet
the capital requirements can result in certain ratorgl, and possibly discretionary, corrective addiprescribed by the regulations or
determined to be necessary by the regulators, witald materially affect the consolidated finana&tements. Management believes
Bancorp and the Bank met all capital requirememtshich they were subject as of June 30, 2011.
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The following table sets forth Bancorp’s and theBa risk based capital amounts and ratios as oé B0, 2011 and December 31,

2010.
Minimum For Minimum For Well
June 30, 2011 Actual Adequate Capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Total risk-based capital (1
Consolidatec 234,24¢ 14.12%% 132,71! 8.0(% NA NA
Bank 196,93 11.95%% 131,83 8.0(%%$ 164,79° 10.00%
Tier | risk-based capital (1
Consolidatec 203,42t 12.2¢%$  66,37: 4.0% NA NA
Bank 166,24¢ 10.09% 65,90¢ 4.0(%$ 98,85¢ 6.0(%
Leverage (2
Consolidatec 203,42t 10.55%%  57,84¢ 3.0(% NA NA
Bank 166,24 8.66% 57,59: 3.0(%$ 95,98¢ 5.0(%
Minimum For Minimum For Well
December 31, 2010 Actual Adequate Capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Total risk-based capital (1
Consolidatec 226,42: 13.9%%% 130,03« 8.0(% NA NA
Bank 183,56: 11.3% 129,15! 8.0(%%$ 161,44« 10.0(%
Tier | risk-based capital (1
Consolidatec 196,04( 12.0¢%$  65,02: 4.0% NA NA
Bank 153,31: 9.4% 64,62( 4.0(%$  96,93( 6.0(%
Leverage (2
Consolidatec 196,04( 10.31%% 57,04 3.0(% NA NA
Bl 153,31 8.12% 56,64: 3.00%$  94,40¢ 5.00%

(1) Ratio is computed in relation to risk-weighted &sse
(2) Ratio is computed in relation to average assets.
NA — Not applicable. Regulatory framework does define well capitalized for holding companies.

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.
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ltem 2. Managemers Discussion and Analysis of Financial Conditiod &gsults of Operations

This item discusses the results of operations fgr Bancorp, Inc. (“Bancorp” or “Company”), and gabsidiary, Stock Yards Bank & Trust
Company (“Bank”) for the three and six months endede 30, 2011 and compares these periods withatine periods of the previous year.
Unless otherwise indicated, all references indissussion to the Bank include Bancorp. In addijttbe discussion describes the significant
changes in the financial condition of Bancorp dmelBank that have occurred during the first six theof 2011 compared to the year ended
December 31, 2010. This discussion should be readnjunction with the consolidated financial sta¢sits and accompanying notes
presented in Part 1, Item 1 of this 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; governmegtdtion and regulation which change
from time to time and over which Bancorp has notenchanges in interest rates; material unforesgeanges in liquidity, results of
operations, or financial condition of Bancorp’s trunsers; and other risks detailed in Bancorp’s giiwith the Securities and Exchange
Commission, all of which are difficult to prediatdamany of which are beyond the control of Bancorp.

Overview of 2011 through June 30

Bancorp completed the first six months of 2011 wigth income of $11.49 million or 9% more than tbenparable period of 2010. The
increase is primarily due to an improvement ininttrest income, partially offset by increasing fiosterest expenses. Diluted earnings per
share for the first six months of 2011 were $0.8®pared to the first six months of 2010 at $0.77.

As is the case with most banks, the primary soaf@ancorp’s revenue is net interest income and feem 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 intemages, business spending, consumer
confidence and competitive conditions within therkea place.

Year-over-year total loans increased $62 milliod%r, and this was the driving force for growthnteirest income. Increased loan volume
more than offset the effect of the declining ins¢mates on loans and investment securities oeepdist year. Interest expense declined due tc
lower funding costs on deposits and borrowingsteRpaid on liabilities decreased more than ragefirled on assets, contributing to an
increased net interest spread and margin compartbe ffirst six months of 2010.

Distinguishing Bancorp from other similarly sizeshemunity banks is the magnitude of its investmeabhagement and trust revenue, making
total non-interest income a continuing key conttdiodo earnings. Income from investment manageraedttrust services, which constitutes
an average of 40% of non-interest income, incred4ét for the six month period primarily due to heglasset values. Investment
management revenue is earned as a percentageroftket value of the assets under management anefdhe is tied directly to the broader
market’s overall performance.
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Bancorp experienced increases in bankcard transaickcome and brokerage income, partially offsetibgreases in gains on service charges
on deposit accounts and other non-interest incdim-interest income as a percentage of total niee®mwas 32% in the first half of 2011,
compared to 33% in the first half of 2010.

Higher non-interest expense in 2011 was reflegteadmost all categories resulting largely from sasftmarket expansion including
personnel.

Also affecting 2011 results, Bancorp’s provision lfzan losses was $5.4 million in the first six tft@compared to $5.1 million in the first
half of 2010. Management’s action to provide fmar losses in 2011 reflected ongoing concern teattirrent economic downturn and
prospects for a slow recovery will continue to takill on the Compang’loan portfolio and underlying collateral valuestending its impac
to lending relationships that have to date not bdentified. The provision for the first half 0021 results from a consistent allowance
methodology that is driven by risk ratings. Banc¢egdlowance for loan losses was 1.79% of totahtoat June 30, 2011, compared with
1.69% of total loans at December 31, 2010, and%.&6June 30, 2010.

Tangible common equity (TCE), a non-GAAP measw@, ineasure of a company’s capital which is usefelaluating the quality and
adequacy of capital. The ratio of tangible commauity to total tangible assets was 9.17% as of B)&011, compared to 8.89% at
December 31, 2010. 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 $5,997,000 for the three months erddm@ 30, 2011 increased $441,000, or 7.9%, froB685000 for the comparable
2010 period. Basic net income per share was $0r4Be second quarter of 2011, compared to $@d1he second quarter of 2010, a
4.9% increase. Net income per share on a diluasdslwas $0.43 for the second quarter of 2011, eoadpto $0.40 for the second
quarter of 2010, a 7.5% increase. Annualized netur average assets and annualized return on &vst@ckholders’ equity were
1.24% and 13.62%, respectively, for the secondtquaf 2011, compared to 1.23% and 13.93%, respgfifor the same period in
2010.

Net income of $11,488,000 for the six months entlgtk 30, 2011 increased $951,000, or 9.0%, fron6BBIC000 for the comparable
2010 period. Basic net income per share was $0r8Be first six months of 2011, compared to $dafthe same period of 2010, a
7.8% increase. Net income per share on a dilugsislwas also $0.83 for the first six months of26dmpared to $0.77 for the same
period of 2010. Annualized return on average assed annualized return on average stockholdeustyegyere 1.21% and 13.26%,
respectively, for the first six months of 2011, qrared to 1.18% and 13.35%, respectively, for timeesperiod in 2010.

Net Interest Income
The following tables present the average balaneetstor the three and six month periods ended 30n2011 and 2010 along with
related calculation of tax-equivalent net inteirsbme, net interest margin and net interest spierithe related periods. See the notes

following the tables for further explanation.
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Average Balances and Interest Rates — Taxable Equlent Basis

Three months ended June 30

2011 2010
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets:
Federal funds sol $ 68,12( $ 49 0.2% $ 32,26( $ 19 0.24%
Mortgage loans held for sa 2,75¢ 34 4.94% 3,96¢ 53 5.3¢%
Securities
Taxable 157,20: 1,20zt 3.07% 167,61¢ 1,322 3.1€6%
Tax-exempt 50,89 49¢ 3.92% 33,38¢ 40¢ 4.9(%
FHLB stock and other securiti 5,92¢ 57 3.8€% 5,77 54 3.75%
Loans, net of unearned incot 1,529,03! 20,11¢ 5.2E% 1,460,14 19,91¢ 5.47%
Total earning assets 1,813,94. 21,96( 4.8€% 1,703,15 21,77¢ 5.12%
Less allowance for loan loss 27,86( 22,59:
1,786,08: 1,680,55!
Non-earning asset:
Cash and due from ban 25,90¢ 28,81¢
Premises and equipme 34,46 28,117
Accrued interest receivable and ott
asset: 85,85¢ 75,80
Total assets $ 1,932,31 $ 1,813,30
Interest bearing liabilities:
Deposits:
Interest bearing demand depo! $ 28590 $ 15¢ 022% $ 24932t $ 117 0.1%%
Savings deposil 71,16¢ 31 0.17% 66,16 41 0.25%
Money market deposi 483,03t 69¢€ 0.5¢% 430,96: 80t 0.75%
Time deposit: 420,16’ 1,76¢ 1.65% 469,64 2,431 2.0&%
Securities sold under agreements to
repurchasi 58,04« 64 0.44% 51,02¢ 81 0.64%
Fed funds purchased and other shc
term borrowings 23,08! 10 0.17% 18,49¢ 8 0.17%
FHLB advance: 60,43¢ 364 2.42% 65,06¢ 55€ 3.45%
Long-term debr 40,90( 862 8.4€% 40,90( 862 8.45%
Total interest bearing liabilities 1,442,73: 3,95¢ 1.1(% 1,391,58! 4,901 1.41%
Non-interest bearing liabilities:
Non-interest bearing demand depo: 267,23¢ 225,76
Accrued interest payable and other
liabilities 45,76 35,96¢
Total liabilities 1,755,73! 1,653,31!
Stockholders equity 176,57¢ 159,98:
Total liabilities and
stockholders’ equity $ 1,932,31 $ 1,813,30.
Net interest income $ 18,00t $ 1687
Net interest spread 3.7¢% 3.72%
3.98% 3.97%

Net interest margin
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Six months ended June 3

2011 2010
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets;
Federal funds sol $ 65,42: $ 95 0.2% $ 4323: $ 44 0.21%
Mortgage loans held for sa 3,98( 97 4.91% 4,38¢ 11¢ 5.47%
Securities
Taxable 159,05¢ 2,37¢ 3.01% 167,06! 2,671 3.22%
Tax-exempt 51,007 994 3.9%% 29,88: 762 5.15%
FHLB stock and other securiti 5,85( 114 3.9%% 5,661 10¢ 3.88%
Loans, net of unearned incotr 1,518,361 39,96 5.31% 1,449,20. 39,30: 5.47%
Total earning asset 1,803,68: 43,64: 4.88% 1,699,43. 43,00¢ 5.1(%
Less allowance for loan loss 27,01% 21,72%
1,776,66! 1,677,70.
Non-earning asset:
Cash and due from ban 25,84: 27,35¢
Premises and equipme 33,62¢ 28,02¢
Accrued interest receivable and ott
asset: 85,51+ 71,91(
Total assets $ 1,921,65 $ 1,804,99
Interest bearing liabilities:
Deposits;
Interest bearing demand depo! $ 281290 % 30¢ 022% $ 243,61t $ 23C 0.1%%
Savings deposil 69,80¢ 64 0.1&% 64,15¢ 83 0.2€%
Money market deposi 481,02 1,414 0.5¢% 416,12! 1,50¢ 0.72%
Time deposit: 420,88« 3,53¢ 1.7(% 489,89! 5,25¢ 2.1€%
Securities sold under agreements to
repurchas: 55,91: 131 0.47% 53,22t 16¢€ 0.64%
Fed funds purchased and other shc
term borrowings 24,662 23 0.1% 18,721 17 0.1&%
FHLB advance: 60,43¢ 72t 2.42% 62,77( 1,081 3.47%
Long-term debt 40,90( 1,724 8.5(% 40,90: 1,722 8.4<%
Total interest bearing liabilities 1,434,92I 7,92¢ 1.11% 1,389,41! 10,06 1.4€%
Non-interest bearing liabilities:
Non-interest bearing demand depo: 265,38( 220,18:
Accrued interest payable and other
liabilities 46,58¢ 36,27¢
Total liabilities 1,746,88! 1,645,87.
Stockholders equity 174,76: 159,12.
Total liabilities and
stockholders’ equity $ 1,921,65: $ 1,804,99
Net interest income $ 35,71« $ 32,94¢
Net interest spread 3.71% 3.64%
Net interest margin __ 39% ____ 391%
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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@4&B0 and $326,000,
respectively, for the three month periods ended By 2011 and 2010 and $788,000 and $603,00Gatxsgly, for the six
month periods ended June 30, 2011 and 2010.

Fully taxable equivalent net interest income of $18illion for the three months ended June 30, 26&deased $1.1 million, or 6.7%,
from $16.9 million when compared to the same pelastiyear. Net interest spread and net interesgimavere 3.76% and 3.98%,
respectively, for the second quarter of 2011 a@@%. and 3.97%, respectively, for the second quaft2010.

Fully taxable equivalent net interest income of $3%illion for the six months ended June 30, 20iteased $2.8 million, or 8.4%,
from $32.9 million when compared to the same pelastiyear. Net interest spread and net interesgimavere 3.77% and 3.99%,
respectively, for the first six months of 2011 &64% and 3.91%, respectively, for the first sixmins of 2010.

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&@hi million, or 72% of variable rate loans, hagaahed their contractual floor of
4% or higher. Approximately $107 million or 17%\&riable rate loans have no contractual floor; &eosv, the Bank intends to
establish floors whenever possible upon renewti®foans. The remaining $66 million of variatdgéerloans, or 11% of variable rate
loans, have contractual floors below 4%. Mosthef Bank’s fixed rate loans are priced at inceptiorelation to the five year Treasury
bond and the persistence of low short term rateskhl those rates low.

Average earning assets increased $104.3 millidh1d, to $1.804 billion for the first six months211 compared to 2010, reflecting
growth in the loan portfolio and investment sedesit Average interest bearing liabilities increh$d5.5 million, or 3.3%, to $1.435
billion for the first six months of 2011 compar@d2010 primarily due to increases in interest eademand and money market
deposits, partially offset by decreases in cegtfis of deposits.
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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 affidhalance 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 managetogauge 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 June 30, 2011 simulatiolysisawhich shows very little interest rate semgit, indicates that an increase in
interest rates of 100 to 200 basis points woulcetaslightly negative effect on net interest incoaral a decrease of 100 basis poin
interest rates would have a positive impact. Thessienates are summarized below.

Net interest
income change

Increase 200b (0.570%
Increase 100b (1.89)
Decrease 100k 1.31
Decrease 200k (2.70

Loans indexed to the prime rate, with floors of déhigher, comprise approximately 30% of total Ipaisince the prime rate is
currently 3.25%, rates would have to increase rttzaa 75 bp before the rates on such loans will rifl@s effect, captured in our
simulation analysis above, negatively impacts fifeceof rising rates. Analysis of rates incregs800 bp or higher indicates a posit
effect on net interest income.

The scenario of rates decreasing 200 bp is nobnedidy possible given current low rates for shertrt instruments and most deposits.

Undesignated derivative instruments described iteN8 are recognized on the consolidated balareet sit fair value, with changes
fair value, due to changes in prevailing interas¢s, recorded in other noninterest income. Becalusmtching terms of offsetting
contracts, in addition to collateral provisions @fhimitigate 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 was $5.4 million thoe first six months of 2011 and $5.1 million foetsame period in 2010. The
provision for loan losses is calculated after cdasing credit quality factors, and ultimately rslien an overall internal analysis of the
risk in the loan portfolio. The provision refleen allowance methodology that is driven by riskugg. Bancorp intends to continue its
historically conservative stance toward credit gyatemaining cautious in assessing the potenisélin the loan portfolio.

Accordingly, the Company expects the allowancddan losses to remain at a high level compared kgtoric amounts, even though
charge-offs may continue to be moderate, untiletsee
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clearer signs of a sustained economic recoverytand, a reduction in overall credit risk. Managetnutilizes loan grading procedu
which result in specific allowance allocations floe estimated inherent risk of loss. For all logreded, but not individually reviewed,
a general allowance allocation is computed usiitpfa typically developed over time based on adtsd experience. The specific ¢
general allocations plus consideration of qualimfactors represent management’s best estimgimbéble losses contained in the
loan portfolio at the evaluation date. Although #llewance for loan losses is comprised of speaifid general allocations the entire
allowance is available to absorb any credit losg&msed on this detailed analysis of credit risenagement considers the allowance
loan losses adequate to cover probable losseseimhierthe loan portfolio at June 30, 2011.

An analysis of the changes in the allowance fon logses and selected ratios for the three anahainth periods ended June 30, 2011
and 2010 follows:

Three months ended June 3 Six months ended June 3
(Dollars in thousands) 2011 2010 2011 2010
Balance at the beginning of the per $ 26,95¢ $ 21,81 $ 2554 $ 20,00(
Provision for loan losse 2,60( 2,38¢ 5,40( 5,07¢
Loan charg-offs, net of recoverie (1,992 (1,262) (3,379 (2,146
Balance at the end of the peri $ 27,56 $ 22,93! $ 27,56 $ 22,93
Average loans, net of unearned incc $ 1,529,03' $ 1,460,14 $ 1,518,361 $ 1,449,20:
Provision for loan losses to average loans 0.17% 0.1€% 0.3€% 0.3t%
Net loan charc-offs to average loans ( 0.13% 0.0¢% 0.22% 0.15%
Allowance for loan losses to average lo 1.8(% 1.57% 1.82% 1.5¢%
Allowance for loan losses to per-end loans 1.7¢% 1.55% 1.7¢% 1.55%

(1) Amounts not annualized

Loans are charged off when deemed uncollectibletygidally after underlying collateral has beeruldpted; however, collection
efforts continue and future recoveries may occuanbjement charges loans down to net realizable Vfdiguidation is inevitable but
may take time. An analysis of net charge-offsdanl category for the three and six month periodeeédune 30, 2011 and 2010
follows:

(in thousands)

Three Months Six Months

Ended June 30 Ended June 30
Net loan charge-offs (recoveries) 2011 2010 2011 2010
Commercial and industri; $ 10z $ 65¢ $ 79€ $ 78€
Construction and developme 627 (@)} 1,223 29¢
Real estate mortgai- commercial investmet 62C 19t 62C 44¢
Real estate mortga- owner occupied commerci 124 95 124 23t
Real estate mortgac 1-4 family residentia 282 11t 30¢€ 244
Home equity 18z 89 19¢ 89
Consume 54 111 107 46
Total net loan charge-offs $ 199: $ 1,26: $ 3,37¢ $ 2,14¢
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Non-interest Income and Expenses

The following table sets forth the major componeaftaon-interest income and expenses for the thnelesix month periods ended
June 30, 2011 and 2010.

Three months Six months
ended June 3( ended June 3(
(In thousands) 2011 2010 2011 2010
Non-interest income
Investment management and trust serv $ 3,661 $ 323: $ 7,19¢ $ 6,49:
Service charges on deposit accol 2,03¢ 2,18 3,95¢ 4,18¢
Bankcard transaction reven 96C 862 1,83 1,61¢
Gains on sales of mortgage loans held for 441 44~ 823 83C
Brokerage commissions and fe 53C 503 1,04: 95¢
Bank owned life insurance incor 25k 24¢ 504 491
Other 271 44~ 794 1,327
Total nor-interest income $ 8,15 $ 7,92 $ 16,157 $ 15,89¢
Non-interest expense
Salaries and employee bene $ 8,64t $ 8,31¢ $ 17,04¢ $ 16,40¢
Net occupancy expen: 1,357 1,29¢ 2,581 2,57:
Data processing expen 1,34¢ 1,322 2,48: 2,45¢
Furniture and equipment exper 337 321 692 63E
FDIC insurance expen: 33¢ 531 96( 1,002
Other 2,69¢ 2,592 5,78 5,06%
Total nor-interest expense $ 14,72 $ 14,38. $ 29,55. $ 28,13¢

Total non-interest income increased $229,000, @02 for the second quarter of 2011 and increas&8,$20, or 1.6% for the first six
months of 2011, compared to the same periods i6.201

Investment management and trust services incomeased $429,000, or 13.3% in the second quar@0Xf and $705,000, or 10.9%
for the first six months of 2011, as compared toghme periods in 2010, primarily due to the efféetn increased market value of
assets under management, growth in assets fromemeficcounts and a modest increase in executor fest fees earned for
managing accounts are based on a percentage oftwatke on a monthly basis. Trust assets undeagement at June 30, 2011 w
$1.81 billion, compared to $1.50 billion at June 2010.

Service charges on deposit accounts decreasedd®D58y 7.0%, in the second quarter of 2011, ar¥ 00, or 5.4%, for the first six
months of 2011, as compared to the same perio2i3lil. Service charge income is driven by transactblume in deposit accounts,
which can fluctuate throughout the year. Recegislation required that our customers “opt in” ta@ss their overdraft protection
beginning in the third quarter of 2010. While &shbeen difficult to evaluate the impact of thiamfe, management believes this
requirement has resulted in some decline in sechegge income in 2011.

Bankcard transaction revenue increased $97,0001.8#%, in the second quarter of 2011, and incre$g2d,000, or 13.8%, for the
first six months of 2011, as compared to the saen®@s in 2010 and primarily represents incomelhek derives from customers’
use of debit cards. Results in 2011
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compared favorably to 2010 as bankcard transagtirme continues to increase. Most of this revaeueterchange income based on
rates set by service providers in a competitivekeiaBeginning in October 2011, this rate will e by the Federal Reserve Board for
banks with over $10 billion in assets. While tthieeshold indicates we will not be directly affettiue to our size, this change could
indirectly affect Bancorp. While there are many entainties about its effect or ultimately when thebanges may take place, the
Dodd-Frank legislation may negatively affect thisice of income.

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 and
first time home buyers. The mortgage banking divisilso offers home equity conversion mortgage'semerse’mortgages insured t
the U.S. Department of Housing and Urban Developir(t¢dD). These HUD loans give homeowners 62 yeéege or older a vehicle
for converting equity in their homes to cash. Gain sales of mortgage loans were virtually unchdrig the quarter and six month
periods ended June 30, 2011 compared to the samoelpe 2010. Interest rates on mortgage loarecty impact the volume of
business transacted by the mortgage banking divisicevailing mortgage interest rates remainedtitciive levels through the secc
quarter of 2011; however, being equal to or jughsly lower than rates from 2010, they did not giexte the same refinance activity
mainly due to market saturation.

Brokerage commissions and fees increased $27,0@04%, in the second quarter of 2011, and inci:&84,000 or 8.8% for the first
six months of 2011, as compared to the same paTiad10. These increases corresponded to higleratbbrokerage volume.
Bancorp deploys its brokers primarily through itarich network, while larger managed accounts axécesl in the investment
management and trust department.

Bank Owned Life Insurance (BOLI) income totaled $ZB0 and $248,000 for the second quarter of 2012810, respectively, and
totaled $504,000 and $491,000 for the first six therof 2011 and 2010, respectively. BOLI represéime cash surrender value for
insurance policies on certain key employees whe lpegvided consent for the Bank to be the beneficéa portion of such policies.
The related increase in cash surrender value angraceeds received under the policies, none oflwhave occurred to date, are
recorded as non-interest income. This income hdliget the cost of employee benefits.

Other non-interest income decreased $174,000,.4889n the second quarter of 2011 as compareuetsame period in 2010,
primarily due to a decrease of $158,000 in incoramfthe domestic private investment fund and aetyaiof other factors, none of
which were individually significant. Other non-inést income decreased $533,000, or 40.2%, in tsesik months of 2011 as
compared to the same period in 2010, primarily tdue decrease of $471,000 in income from the dampsvate investment fund and
a variety of other factors, none of which were widlially significant. Bancorp’s investment in andestic private investment fund is
comprised of bank and other financial industry siéies, and is recorded using the equity methodoziunting.

Total non-interest expenses increased $344,0a0486, for the second quarter of 2011 as comparétetsame period in 2010 and
$1,413,000, or 5.0%, for the first six months oL2@&s compared to the same period in 2010. Balscsepond quarter efficiency ratio
was 56.29% compared with 57.66% in the first quaatel 58.00% in the second quarter last year.

Salaries and employee benefits increased $32900@D0%, for the second quarter of 2011, and $&M,0r 3.9% for the first six
months of 2011, as compared to the same perio281df, due to increases in
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salaries and pension expense. Increased staffigds] mainly related to the expansion in Cincinmatluded senior staff with higher
per capita salaries and contributed to the overatbase. At June 30, 2011, the Bank had 46@ifu# equivalent (FTE) employees
compared to 474 at June 30, 2010. However, Barttasseveral open positions, and expects the nuoflBerE employees to increa
in the near future.

Net occupancy expense increased $61,000, or 4rvfheisecond quarter of 2011, and $15,000, or ing¥e first six months of 2011,
as compared to the same periods of 2010. Data gsimgeexpense increased $24,000, or 1.8% in tlendeguarter of 2011, and
$24,000, or 1.0% for the first six months of 20édmpared to the same periods of 2010. Furnitureesgngbment expense increased
$16,000 or 5.0% for the second quarter of 2011,%57J000, or 9.0% for the first six months of 2044 compared to the same periods
in 2010. These fluctuations relate to a varietfagctors, none of which were individually signifidan

FDIC insurance expense declined $192,000, or 36f@%he second quarter of 2011, and $42,000 ¢4 the first six months of
2011, as compared to the same periods in 2010.d@treases are due to a change in the base on tukielssessment is calculated
combined with lower assessment rates in 2011.

Other non-interest expenses increased $106,000% h the second quarter of 2011, and $719,00C1&% in the first six months of
2011, as compared to the same periods in 2010.inthease for the six months period was due large$400,000 write-down on a
previously foreclosed property, and $312,000 waibevn of fixed assets related to a building ren@rati This category also includes
legal and professional fees, MSR amortization, gibieg, printing, mail and telecommunications, aaf which had variances which
were individually significant.

Income Taxes

In the second quarter of 2011, Bancorp recordeshigctax expense of $2,441,000, compared to $2,089¢0 the same period in
2010. The effective rate for the three month mkvias 28.9% in 2011 and 27.9% in 2010. Bancorprdsd income tax expense of
$4,643,000 for the first six months of 2011, coneplatio $4,485,000 for the same period in 2010. &ffextive rate for the six month
period was 28.8% in 2011 and 29.9% in 2010. Tweahse in the 2011 effective tax rate was prigndrik to an increased proportion
of tax-exempt interest to pre-tax net income anéhareasing amount of tax credits.

Commitments
Bancorp utilizes a variety of financial instrumeirtghe normal course of business to meet the igneeds 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 31028ave 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 $40.4 million, or 2.1%, f&IN903 billion on December 31, 2010 to $1.943dvillon June 30, 2011. The most
significant contributor of the increase in asseds Woans, which increased $30.5 million in thet Big months while investment
securities increased $12.9 million. Federal fusmld decreased $4.0 million as a result of purctgashort-term securities, and
mortgage loans held for sale decreased $7.9 miitmm the end of 2010 as origination volume dedline
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Total liabilities increased $31.5 million, or 1.8%gom $1.733 billion on December 31, 2010 to $1.B8kon on June 30, 2011. The
most significant component of the increase waspogits of $38.9 million or 2.6% in support of lagnowth. Securities sold under
agreement to repurchase increased $4.8 million0868while federal funds purchased decreased $Rlibmor 9.9%. Other liabilitie
decreased $8.8 million or 17.4%. In December 28Hnhcorp purchased $4.9 million of securities fbick payment was due in
January 2011, resulting in a payable recordedherdtabilities. Secured borrowings decreased $4ldon as noted in the “Elements
of the Loan Portfolio” section below.

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

(In thousands)

Loans by Type June 30, 2011 December 31, 201
Commercial and industrii $ 365,00¢ $ 343,95t
Construction and developme 158,41 159,48
Real estate mortgag
Commercial investmet 382,75: 362,90:
Owner occupied commerci 313,53: 316,29:
1-4 family residentia 159,32( 157,98:
Home equity- first lien 38,37t 39,44¢
Home equity- junior lien 83,88( 91,81
Subtotal: Real estate mortgz 977,86( 968,44(
Consume 37,67( 36,54
Total loans $ 1,538,951 $ 1,508,42!

Bancorp enters into loan participation agreemeiitts downstream correspondent banks in the ordinatyse of business to diversify
credit risk. For certain participation loans, as bad lender, Bancorp has retained effective obnfrthe loans, typically by restricting
the participating institutions from pledging orls®j their share of the loan without permissiomfr8ancorp. US GAAP requires the
loans to be recorded as secured borrowings. Thass are included in the loan totals above, acaresponding liability is recorded
in other liabilities. At June 30, 2011 and Decemii 2010, the total loans of this nature were.43@illion and $34.8 million,
respectively. A corresponding decrease of $4.4anilis reflected in other liabilities.
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Non-performing Loans and Assets

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

(Dollars in thousands) June 30, 201 December 31, 201
Non-accrual loan: $ 15,57C $ 14,38¢
Troubled debt restructurir 25C 2,88
Loans past due 90 days or more and still accruing 1,66 2,04
Non-performing loan: 17,48: 19,31«
Foreclosed real estate 7,181 5,44¢
Non-performing assets $ 24,67 $ 24,75¢
Non-performing loans as a percentage of total Ic 1.14% 1.28%
Non-performing assets as a percentage of total a 1.27% 1.3(%
Allowance for loan losses as a percentage of nofoipeing loans 15&% 132%

Non-performing loans, which include non-accruahlwaf $15.6 million, loans past due over 90 dayb<still accruing of $1.7 million,
and loans accounted for as troubled debt restingtof $250 thousand, totaled $17.5 million at J88e2011. Non-performing loans
were $19.3 million at December 31, 2010 includiig @ million of non-accrual loans, $2.0 millionlo&ns past due over 90 days and
still accruing and loans accounted for as troubleltt restructuring (TDR) of $2.9 million. The dease in non-performing loans
reflected charge-offs and migration from loansai@€losed assets. Management expects some migecdtioans from non-accrual
status to TDR in the coming months. All loans hst over 90 days and still accruing are well-celialized and are in the process of
collection. Non-performing loans represent 1.14%otal loans at June 30, 2011 compared to 1.28Beaember 31, 2010. As noted
in the “Provision for Loan Losses” section of théport, non-performing loans are analyzed in mamage’s evaluation of the
allowance and provision for loan losses.
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The following table sets forth the major classificas of non-accrual loans:

(in thousands)

Non-accrual loans by type June 30, 2011 December 31, 201
Commercial and industrii $ 2,286 $ 2,32¢
Construction and developme 3,28¢ 4,58¢
Real estate mortgar- commercial investmet 3,93¢ 3,21¢
Real estate mortgar owner occupied commerci 2,16t 1,42¢
Real estate mortgac 1-4 family residentia 3,29: 1,98¢
Home equity 50¢€ 57C
Consume 97 271
Total loans $ 1557C $ 14,38¢

The increase in non-accrual loans reflects theceéiecontinuing economic pressures on our custentéowever, thus far, the increase
in these non-accrual loans has been confinedetatively small number of borrowers within the golib. Bancorp has six borrowers,
all in our primary market, who account for $9.0lrait or 58% of total non-accrual loans. Each &fsaloans is secured by real estate,
and management estimates minimal loss exposunecaftsideration of collateral.

Effects of Declines in Real Estate Collateral Valuge

Bancorp’s principal market, Louisville, has had fowalues decline less than most markets nationadderding to the Federal

Housing Finance Agency. However, further declimesollateral values, including commercial propestimay impact Bancorp’s

ability to collect on certain real estate loans wherrowers are dependent on the values of theestale as a source of cash flow. As
borrowers experience difficulty, Bancorp evaludtesr cash flow as well as the collateral valudétermine prospects for collection.
On an individual basis, loans are evaluated fongka in risk ratings, thereby affecting the prawisand allowance for loan losses.
Home equity loans are typically underwritten witinsideration of the borrower’s overall financiaksigth as a primary payment
source, with some reliance on the value of theatahl. Bancorp typically requires appraisalseal estate at application and assesses
the transaction and market conditions to deterrifinpdates are needed at renewal. Additionallynd@ap evaluates the collateral
condition and value upon classification as an imgzhloan and upon foreclosure. Due to the abouteffs, the effects of declines in

real estate collateral value have been consider#tkiallowance for loan losses.

c) Liquidity

The role of liquidity is to ensure that funds avaitable to meet depositors’ withdrawals and boemvdemands to fund credit
commitments. This is accomplished by balancinghgka in demand for funds with changes in the supptiiose funds. Liquidity is
provided by short-term liquid assets that can beseded to cash, investment securities availabisdte, various lines of credit
available to Bancorp, and the ability to attracids from external sources, principally depositsan®lgement has maintained a
significantly higher liquidity position in 2010 ar&D11, which management considers prudent givenutrent operating environment.
When economic conditions improve and rates rissyaddament expects higher utilization of lines ofiitrand potential cash outflow
customers seek alternatives to high cash
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balances. This would result in greater demandidaidity. Management believes it has the abiliyincrease deposits at any time by
offering rates slightly higher than the market rate

Bancorp’s most liquid assets are comprised of alsbdlfor sale marketable investment securitiesfaddral funds sold. Federal funds
sold totaled $20.0 million at June 30, 2011. ThHasestments normally have overnight maturities arelused for general daily
liquidity purposes. The fair value of the availafile sale investment portfolio was $258.3 millidriMarch 31, 2011, and included an
unrealized net gain of $7.7 million. The portfoiiwludes maturities of approximately $67.3 milliover 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 June 30, 2011, totesiment securities pledged for these purposegrisad 35% of the available for
sale investment portfolio, leaving $167.5 millichumpledged securities.

Bancorp has a large base of core customer depdsfteed as demand, savings, and money market tiegoesunts. At June 30, 2011,
such deposits totaled $1.108 billion and represeri®s of Bancorp’s total deposits. Because these deposits are less volatile and
are often tied to other products of Bancorp throlagly lasting relationships they do not put heargspure on liquidity. As of June 30,
2011, Bancorp had only $5.3 million or 0.3% of tateposits, in brokered deposits, which are enticemprised of Certificate of
Deposit Account Registry Service (CDARs) depositprogram which allows Bancorp to accept custorepodits in excess of FDIC
limits through reciprocal agreements with othemmek participating banks in order to offer FDIC umance up to as much as $50
million in deposits.

With regard to credit available to Bancorp, the Bana member of the Federal Home Loan Bank of @mati (‘“FHLB”). As a
member, the Bank has access to credit productsedfiiLB. As of June 30, 2011, the Bank’s additidrarowing capacity with the
FHLB was approximately $184.5 million. Additionalithe Bank had federal funds purchased lines eothespondent banks totaling
$111.6 million.

Bancorp’s liquidity depends primarily on the dividis paid to it as the sole shareholder of the Badacorp had sufficient cash on
hand from its 2008 trust preferred securities affgthat it was not necessary for the Bank to fthdfirst and second quarter cash
dividends or the quarterly interest payments otritst preferred securities. At June 30, 2011 Bhek may pay up to $29.5 million in
dividends to Bancorp without regulatory approvdijsat to the ongoing capital requirements of thelBaPrior to the declaration of
dividends, management considers the effect suctmgatg will have on total stockholders’ equity aagital ratios.

d) Capital Resources

At June 30, 2011, stockholders’ equity totaled $&#8illion, an increase of $9.0 million since Ded#m31, 2010. See the
Consolidated Statement of Changes in Stockholdgsity for further detail of the change in equityce the end of 2010.
Accumulated other comprehensive income which, fand®rp, consists of net unrealized gains and lassagcurities available for s
and a minimum pension liability adjustment, netadfes, totaled $4.7 million at June 30, 2011 and #8llion at December 31, 2010.
The change since year end is a reflection of mtaganwithin the portfolio and the effect of changenterest rates on the valuation of
the Bank’s portfolio of securities available folesaThe unrealized pension liability is adjustedaally by reference to updated
actuarial data.

Bank holding companies and their subsidiary bam&sequired by regulators to meet risk based dagtiiadards. These standards, or
ratios, measure the relationship of capital toralgioation of balance sheet and off-balance shsks.riThe values of both balance
sheet and offalance sheet items are adjusted to reflect criclg. To be categorized as well capitalized, thaklBmust maintain a to
risk-based capital
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ratio of at least 10%; a Tier 1 ratio of at leat; &nd a leverage ratio of at least 5%. At least the general economy demonstrates
sustained growth, the Company intends to remaiti@aiwith its capital management strategies. foHewing table sets forth
Bancorp’s and the Bank's risk based capital raa®sf June 30, 2011 and December 31, 2010.

June 30, December 31
2011 2010
Total risk-based capital (1
Consolidatec 14.12% 13.9%%
Bank 11.9%% 11.3"%
Tier | risk-based capital (1
Consolidatec 12.2¢6% 12.06%
Bank 10.09% 9.4%%
Leverage (2
Consolidatec 10.5%% 10.31%
8.6€% 8.12%

Bank

(1) Ratio is computed in relation to risk-weighted &sse
(2) Ratio is computed in relation to average assets.

Importantly, the strengthening of Bancorp’s capi@sition has occurred concurrently with growttagsets, not as a result of shrinkage
of the balance sheet. Bancorp intends to maintgital ratios at these historically high level$egist until such time as the economy
demonstrates sustained improvement.

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@8%art of a strategy to minimize
state bank taxes.

The ratio of tangible common equity to total tadgiassets, both non-GAAP measures, stood at 9.57/%June 30, 2011, versus
8.89% at December 31, 2010. Bancorp provideg#tis, in addition to those defined by banking dagrs, because of its widespread
use by investors as a means to evaluate the qaalitypdequacy of capital. See Non-GAAP Financiea8dires section below for a
reconciliation of the calculation of this measwe@amounts reported under US GAAP.
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€) Non-GAAP Financial Measures

In addition to capital ratios defined by bankingukators, Bancorp considers various ratios whetuatiag capital adequacy, includii
tangible common equity to tangible assets, andiliéd@gommon equity per share, all of which are @RAP measures. Bancorp
believes these ratios are important because afwhééspread use by investors as means to evatapttal adequacy, as they reflect
level of capital available to withstand unexpeateatket conditions. Because US GAAP does not irekapital ratio measures, there
are no US GAAP financial measures comparable teetihatios. The following table reconciles Bancsmalculation of the measures
amounts reported under US GAAP.

(in thousands, except per share data) June 30, 2011 December 31, 201
Total equity (a $ 178,82! $ 169,86:
Less goodwill (682) (682)
Tangible common equity (i $ 178,14 $ 169,17¢
Total assets (k $ 1,943,38. 1,902,94!
Less goodwill (682) (682)
Total tangible assets ( $ 1,942,70;. $ 1,902,26:
Total shareholde’ equity to total assets (a/ 9.2(% 8.91%
Tangible common equity ratio (c/ 9.17% 8.8%
Number of outstanding shares ( 13,79¢ 13,730
Book value per share (a/ $ 12.9¢ $ 12.3%
Tangible common equity per share (¢ 12.9] 12.3-

f)  Recently I ssued Accounting Pronouncements

In April 2011, the FASB issued ASU No. 2011-@2Creditor's Determination of Whether a Restruatigris a Troubled Debt
Restructuringas a result of stakeholders questioning whetheitiaddl guidance or clarification was needed tasasseditors with
determining whether a modification is a TroublecdDReestructuring (TDR). The final standard doesal@nge the long-standing
guidance that a restructuring of a debt constitaté ®R “if the creditor for economic or legal reasaelated to the debtor’s financial
difficulties grants a concession to the debtor ithabuld not otherwise consider.” In other wortte creditor must conclude that both
the restructuring constitutes a concession, andebéor is experiencing financial difficulties. Rbe purposes of those two tests, the
final ASU provides clarifications regarding the ttats access to funds at current market rates sagggthe debtor’s financial
difficulties, and payment delays. The amendmentkis update are effective for the first interimamnual period beginning on or af
June 15, 2011, and should be applied retrospegtivehe beginning of the annual period of adoptidie adoption of ASU 2011-02
may result in additional loans being identifiedTd&R.
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Iltem 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 proceddesigned to ensure that it is able to collecirtf@mation 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’sloéste controls and procedures as of the
end of the quarterly period covered by this repbe,Chief Executive and Chief Financial Officeediéve that these controls and procedures
are effective to ensure that Bancorp is able tiecglprocess and disclose the information it gaineed to disclose in reports it files with the
SEC within the required time periods.

Based on the evaluation of Bancorp’s disclosurdrosiand procedures by the Chief Executive an@&fJfinancial Officers, there were no
significant changes during the quarter ended JOn@@L1 in Bancor internal control over financial reporting thashmaaterially affected, «
is reasonably likely to materially affect, Bancaniternal control over financial reporting.

PART Il — OTHER INFORMATION

ltem 2. _Unregistered Sales of Equity Securitied Use of Proceeds

The following table shows information relating teetrepurchase of shares of common stock by Bartoipg the three months ended
June 30, 2011.

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

April 1 - April 30 — $ — — —
May 1- May 31 4,177 23.9¢ — —
June 1- June 3( 13,16¢ 23.2] — —
Total 17,345 $ 23.3¢ — —

(1) Second quarter 2011 activity represents shareersigred by officers, the fair value of which eqdalee exercise price of stock
options. This activity has no impact on the nundfeshares that may be purchased under a Boararaggbplan.

(2) The Board of Directors of S.Y. Bancorp Inc. firgppaoved a share buyback plan in 1999, subsequexyignded the plan to allow for
the repurchase of additional shares. The stoakrcbpse program expired in November 2008 and hialseem renewed.
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Iltem 6. Exhibits

The following exhibits are filed or furnished apart 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
101 The following financial statements from the S.Y nBarp, Inc. Quarterly Report on Form 10-Q for theuder ended June 30,
2011, filed on August 5, 2011, formatted in eXtblsBusiness Reporting Language (XBR
(1) Consolidated Balance She
(2) Consolidated Statements of Inca
(3) Consolidated Statements of Cash Fl
(4) Consolidated Statement of Changes in Stoddne Equity
(5) Consolidated Statements of Comprehensivenhe
(6) Notes to Consolidated Financial Statem
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SIGNATURES

Pursuant to the requirements of the Securities &xgé 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: August 5, 2011 By: /s/ David P. Heintzma

David P. Heintzman, Chairman and
Chief Executive Office

Date: August 5, 2011 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 FormQ0f S.Y. Bancorp, Inc.;

2. Based on my knowledge, this report does notadoriny 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 consolidhgibsidiaries, 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 geneealbepted 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 tegid’s internal control over financial reportirttgat 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: August 5, 2011 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 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: August 5, 2011 By: /s/ Nancy B. Davit

Nancy B. Davis, Executive Vic
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.r8arp, Inc. on Form 10-Q for the period ending J8dg2011 (the “Report”), we, the
undersigned, certify, pursuant to 18 U.S.C. secti®®0, as adopted pursuant to section 906 of tHeaBas-Oxley Act of 2002, that, to the
best of our knowledge and belief: (1) The Repdityfcomplies with the requirements of Section 13{a)l5(d) of the Securities Exchange .
of 1934; and (2) The information contained in trepBrt fairly presents, in all material respects, fihancial condition and results of
operations of S.Y. Bancorp, Inc. as of and forghgods presented in the Report.

Date: August 5, 2011 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office

Date: August 5, 2011 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.




