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OR
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Commission file number 1-13661
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(502) 582-2571
(Registrant’s telephone number, including area rode

Not Applicable
(Former name, former address and former fiscal, yeelhanged since last report)
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Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the past@g@s. Yedx] NoO

Indicate by check mark whether the registrant ldenstted electronically and posted on its corpo¥&eb site, if any, every Interactive
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Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @accelerated filer or a smaller reporting

company. See the definitions of “large acceleréited’, “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange
Act:

Large accelerated fileCl Accelerated filelx]
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Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act.). Yedd No

The number of shares of the registrant’'s Commonk$too par value, outstanding as of October 3112@/A&s 13,801,958.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Balance Sheets
September 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 af&$239 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 bearin
Interest bearin
Total deposit:
Securities sold under agreements to repurc
Federal funds purchas
Other shor-term borrowings
Accrued interest payab
Other liabilities
Federal Home Loan Bank advan:
Subordinated debentur
Total liabilities
Stockholder' equity:
Preferred stock, no par value. Authorized 1,000 glfYes; no shares issued or outstan

Common stock, no par value. Authorized 20,000,0@0es; issued and outstanding 13,800,681

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.

2

September 30 December 31
2011 2010
(Unaudited)

$ 30,19¢ $ 17,702

25,13 23,95

11,01 12,38

286,98! 245,33

— 20

4,94¢ 4,771

1,001 1,001

1,539,05! 1,508,42!

29,06¢ 25,54

1,509,98! 1,482,88.

35,37¢ 31,66

26,88t 26,12¢

5,721 6,28¢

50,69¢ 50,82(

$ 1,987,95 $ 1,902,94!

$ 285,26 $ 247,46}

1,291,29! 1,246,00.

1,576,56! 1,493,46:

69,81¢ 60,07¢

13,41 25,43¢

1,26¢ 1,99¢

15¢ 304

41,857 50,46!

60,43 60,44:

40,90( 40,90(

1,804,40: 1,733,08

6,891 6,67¢

14,12: 12,20¢

156,79 147,83°

5,74 3,13¢

183,55: 169,86

$ 1,987,95 $ 1,902,94!
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Income

For the three and nine months ended Septembei03Q,&hd 2010 (Unaudited)

(In thousands, except per share data)

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

Diluted

See accompanying notes to unaudited consolidataddial statements.

For three months endec

For nine months endec

September 30 September 30
2011 2010 2011 2010

$ 19,86¢ $ 20,28t $ 59,34: $ 59,21
72 41 167 85
46 97 1432 21€
1,31¢ 1,271 3,811 4,051
311 324 1,00¢ 857
21,61¢ 22,01¢ 64,47( 64,42
2,52( 3,21( 7,84~ 10,28¢
8 14 31 31
68 89 19¢ 257
36¢ 622 1,09: 1,70%
862 86¢ 2,58¢ 2,591
3,82¢ 4,80 11,75¢ 14,86¢
17,79( 17,21 52,71¢ 49,65t
4,10( 2,69 9,50( 7,772
13,69( 14 51¢ 43,21¢ 41,78
3,34 3,04¢ 10,54¢ 9,53¢
2,167 2,25(C 6,12t 6,43t
94t 837 2,782 2,451
574 601 1,397 1,431
— 15¢ — 15¢
57C 52t 1,61 1,48¢
257 251 761 74z
2) 594 792 1,921
7,85¢ 8,262 24,01¢ 24,16
7,52¢ 8,191 24,57¢ 24,60¢
1,31¢ 1,13¢ 3,901 3,70¢
1,28: 1,11¢ 3,76¢€ 3,57¢
30¢€ 31€ 99¢ 951
33¢ 49¢ 1,29¢ 1,50(
2,532 2,64 8,314 7,70¢
13,30: 13,90¢ 42,85¢ 42,04¢
8,24¢ 8,872 24,37 23,89«
2,472 2,507 7,11t 6,992
5,774 6,36¢ 17,26: 16,90:
$ 04z $ 0.4 $ 128 $ 1.24
$ 04z $ 0.4€ $ 1.2t $ 1.2¢
13,79¢ 13,70: 13,77¢ 13,67¢
13,83¢ 13,80 13,84« 13,77(
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Cash Flows (Unaudited)
For the nine months ended September 30, 2011 at@ 20

(In thousands)

2011 2010
Operating activities
Net income $ 17,26: 16,90:
Adjustments to reconcile net income to net caskigeal by operating activitie:
Provision for loan losse 9,50( 7,772
Depreciation, amortization and accretion, 2,94: 2,38:
Deferred income tax bene (1,187 (1,975
Gain on sale of securities available for ¢ — (159
Gain on sales of mortgage loans held for (1,399 (1,43))
Origination of mortgage loans held for s (76,270) (109,84
Proceeds from sale of mortgage loans held for 79,04 114,60¢
Bank owned life insurance incor (767) (742)
Decrease (increase) in value of private investrherd 703 (347)
Loss on the disposal of equipmt 382 2
Loss on the sale of other real es 37 24
Stock compensation exper 86¢ 704
Excess tax benefits from sh-based compensation arrangeme (87) (89)
Decrease (increase) in accrued interest receiatnleother asse 3,331 (7,135
Decrease in accrued interest payable and othetitledb (8,66¢€) (1,609
Net cash provided by operating activit 25,71 19,06¢
Investing activities
Purchases of securities available for ¢ (249,429 (190,479
Proceeds from sale of securities available for — 27,06¢
Proceeds from maturities of securities availabiestde 211,10¢ 137,62:
Proceeds from maturities of securities held to mitgt! 20 11
Net increase in loar (46,435 (61,750
Purchases of premises and equipn (6,280 (4,640
Proceeds from disposal of premises and equip 7 3
Proceeds from sale of foreclosed as 5,95: 1,111
Net cash used in investing activiti (85,05¢) (91,05)
Financing activities
Net increase in deposi 83,09: 44,59t
Net (decrease) increase in securities sold undeeatwents to repurchase and federal funds
purchase( (2,28)) 13,34:
Net decrease in other st-term borrowings (739 (577)
Proceeds from Federal Home Loan Bank adva — 20,00(
Repayments of Federal Home Loan Bank adva (8) (8)
Repayments of subordinated debenti — (30
Issuance of common stock for options and divideziavestment pla 474 51¢
Excess tax benefits from sh-based compensation arrangeme 87 89
Common stock repurchas (167) (82)
Cash dividends pai (7,44)) (6,964
Net cash provided by financing activiti 73,02¢ 70,88t
Net increase (decrease) in cash and cash equis 13,67¢ (1,109
Cash and cash equivalents at beginning of p¢ 41,65¢ 32,42+
Cash and cash equivalents at end of pe $ 55,33t 31,32:
Supplemental cash flow informatic
Income tax paymen $ 2,59¢ 6,35¢
Cash paid for intere: 11,90: 14,87¢
Supplemental nc-cash activity:
Transfers from loans to other real estate ow $ 9,82¢ 4,57¢

See accompanying notes to unaudited consolidataddial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statement of Changes in Stockholdeysity
For the nine months ended September 30, 2011 (Utedd

(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, 20 13,737 $ 6,67¢ $ 12,20¢ $ 14783 $ 3,13¢ $ 169,86:
Net income — — — 17,26: — 17,26:
Change in accumulated other

comprehensive income, net of 1 — — — — 2,60¢ 2,60¢
Stock compensation exper — — 86¢ — — 86¢
Stock issued for stock options exerci

and dividend reinvestment pl: 52 17z 794 — — 96€
Stock issued for non-vested restricted

stock 42 14C 86¢€ (1,006 — —
Cash dividends, $0.54 per sh — — — (7,447 — (7,44))
Shares repurchased or cance (30) (100) (614) 14z — (572)
Balance September 30’ 20 13,80: $ 6,89] $ 14,12: $ 156,79‘ $ 5,74_] $ 183,55:

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 nine months ended Septembei03Q,&hd 2010 (Unaudited)
(In thousands)

Three months ended Nine months ended
September 30, September 30,
2011 2010 2011 2010
Net income $ 5,77¢ $ 6,365 $ 17,26: $ 16,90:

Other comprehensive income, net of 1
Unrealized gains on securities available for <
Unrealized gains arising during the period (netiaafof
$555, $682, $1,404 and $1,590, respectiv 1,031 1,26¢ 2,60¢ 2,95¢
Reclassification adjustment for securities gairadized ir
income (net of tax of $0, ($56), $0, and ($56),

respectively’ — (103 — (109)
Other comprehensive incor 1,031 1,16¢ 2,60¢ 2,85(
Comprehensive incorr $ 6,80 $ 7,52¢ $ 19,87( $ 19,75:

See accompanying notes to unaudited consolidateddial statements.
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(1)

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 nine month pesiedded September 30, 2011 are not necessaribaingi of the 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 DirectoBnce 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 historicadaatios 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 actog 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 discussedctiislusion with the Audit Committee of the Boarddifectors. The objectives of
accounting for income taxes are to recognize theusntnof taxes payable or refundable for the curyear and deferred tax liabilities
and assets for the future tax consequences ofstleatthave been recognized in an entity’s findrste&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 impact Bancorp’s financial gosiand its results from operations.

Recently Adopted Accounting Pronouncement

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
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a debt constitutes a TDR “if the creditor for econo or legal reasons related to the debtor’s firgrdifficulties grants a concession to
the debtor that it would not otherwise considen.bther words, the creditor must conclude that bio¢hrestructuring constitutes a
concession, and the debtor is experiencing finhddiEculties. For the purposes of those two tetite final ASU provides clarificatio
regarding the debtor’s access to funds at curremket rates, assessing the debtor’s financialadifies, and payment delays. The
amendments in this update are effective for thet firterim or annual period beginning on or aftemel 15, 2011, and should be applied
retrospectively to the beginning of the annualgenf adoption. The adoption of ASU 2011-02 did msult in additional loans being
identified as TDR.

(2 Securities
The amortized cost, unrealized gains and losseistaanvalue of securities available for sale fallo

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

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

obligations $ 75,00 $ — 3 1 % 75,00(
Government sponsored enterprise obligat 51,37¢ 3,04¢ — 54,42¢
Mortgage-backed securitie 85,56¢ 3,79¢ — 89,36:
Obligations of states and political

subdivisions 64,54 2,42( 14 66,947
Trust preferred securities of other financia

institutions 1,25( 1 — 1,251
Total securities available for sale $ 277,73¢ $ 9,261 $ 15 § 286,98!
December 31, 2010 Amortized Unrealized
Securities available for sale Cost Gains Losses Fair Value

(in thousands)

Government sponsored enterprise obligat $ 111,80 $ 2,731 $ — $ 114,53¢
Mortgage¢-backed securitie 58,61¢ 2,34¢ 21€ 60,74¢
Obligations of states and political

subdivisions 68,42¢ 777 417 68,78¢
Trust preferred securities of other financial

institutions 1,25( 6 — 1,25¢
Total securities available for sale $ 240,09 § 586¢ $ 63 § 245,33:

8




Table of Contents

The investment portfolio includes a significantdewef obligations of states and political subdieiss. The issuers of the bonds are
generally school districts or essentialrvice public works projects. The bonds are comated in Kentucky, with a small percentag
the portfolio in Indiana and Ohio. Each of thesewsities has a rating of A or better by a recoggizond rating agency.

At December 31, 2010, Bancorp had mortgage-backeuriies classified as held to maturity. Thesmig#es, with an amortized cost
of $20,000, had a fair value of $22,000. Thererarsecurities held to maturity as of Septembe£28a]1.

In addition to the available for sale portfolioy@stment securities held by Bancorp include ceganurities 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 borrowingitatzlity from the FHLB and are classified as rédtrd securities. See Note 5 for
information relating to FHLB borrowings. Other geties consist of a Community Reinvestment Act £GRvestment which matur
in 2014, and is fully collateralized with a goveramt agency security of similar duration.

A summary of the available for sale investment gées by maturity groupings as of September 30,128 shown below. Actual
maturities may differ from contractual maturitieschuse some issuers have the right to call or prelpiggations. The investment
portfolio includes agency mortgage-backed secsritihich are guaranteed by agencies such as th&/EHHENMA, and GNMA.
These securities differ from traditional debt sé@&ms primarily in that they may have uncertain urdy dates and are priced based on
estimated prepayment rates on the underlying eshtThe Company does not have exposure to submiiginated mortgage-backed
or collateralized debt obligation instruments.

Securities available for sale Amortized Cost Fair Value
(in thousands)

Due within 1 yea 85,54¢ 85,65¢
Due after 1 but within 5 yea 68,81¢ 71,42¢
Due after 5 but within 10 yea 32,46. 34,96¢
Due after 10 yeat 5,34¢ 5,57¢
Mortgage-backed securitie 85,56¢ 89,36:
Total securities available for sale $ 277,73¢ $ 286,98!




Table of Contents

Securities with unrealized losses not recognizeéddome at September 30, 2011 and December 31, &@1#s follows:

Less than 12 months 12 months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized
(In thousands) Value Losses Value Losses Value Losses

September 30, 2011
U.S. Treasury and other U.S. governn

obligations. $ 75,000 $ 1% — 3 — $ 75,00( 1
Mortgage-backed securitie — — — — — —
Obligations of states and political

subdivisions 31t 1 1,02¢ 13 1,34: 14
Total temporarily impaired securiti $ 7531 $ 2 $ 1,028 $ 13 $ 76,34! $ 15
December 31, 201!

Mortgage-backed securitie $ 9,62( $ 21€ $ — 3 — $ 9,62 % 21¢€
Obligations of states and political

subdivisions 31,44 417 — — 31,44 417

Total temporarily impaired securiti $ 4106« $ 63 $ — 3 — $ 4106¢ $ 63<

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 valuesdsgely due to changes in the prevailing interest eavironment since the purchase date.
The fair value is expected to recover as the séesirieach their maturity date and/or the interatst environment returns to conditions
similar to when the securities were purchased.s@levestments consist of 3 and 49 separate ineestpositions as of September 30,
2011 and December 31, 2010, respectively, thahatreonsidered other-than-temporarily impaired s&hon this information,

Bancorp has not recorded other-than-temporary $osseny securities held at September 30, 2011.

Management evaluates the impairment of securitie@noongoing basis, considering various factoriting issuer financial conditio
agency rating, payment prospects, impairment duratnd general industry condition. As of Septendfer2011, Bancorp had one
security which had been impaired for 12 monthaogeér, and one trust preferred security with aitrating below investment grade
— Caal by Moody'’s Investor Service. This secunidyg an amortized cost and carrying value of $1(00, Because management
does not intend to sell the investments, andribidikely that Bancorp will be required to seletthvestments before recovery of their
amortized cost bases, which may be maturity, Bgndoes not consider these securities to be otlaer-tbmporarily impaired at
September 30, 2011.

Under Kentucky law, customer cash balances in inveist management and trust accounts may be retamddposits in the Bank.
Kentucky law requires these deposit accounts abm&250,000 per account protection provided byHBEC to be backed by some
form of collateral. At September 30, 2011 Bangoligriged securities totaling $24.8 million to cadlatlize these accounts beyond the
FDIC protection.

10
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(3)

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 700,000eshaf common stock for issuance under the plarof/&eptember 30, 2011, there
were 692,929 shares available for future awardac8@’s 1995 Stock Incentive Plan expired in 20@%yever, options granted under
this plan expire as late as 2015.

Options and stock appreciation rights (SARs) grugienerally have been subject to a vesting sched@B% per year. Restricted
shares generally vest over three to five yeardl. awards under both plans have been granted exartise price equal to the market
value of common stock at the time of grant; optiand SARs expire ten years after the grant datssrfbrfeited due to employment
termination.

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 Company grant pursuant to the Plan. The RSU awards erititise officers to issuance of
one share of common stock for each vested RSUIgladier expiration of a three-year performanceqgatrprovided certain goals are
achieved. Executives do not have voting rights@dmdot receive dividends or other distributionglpan stock related to RSUSs, until
that stock is actually issued.

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

For three months endec For nine months endec
September 30 September 30
2011 2010 2011 2010
Stock-based compensation expense bef
income taxe: $ 305,000 $ 249,000 $ 869,00 $ 704,00(
Deferred tax benef 107,00( 87,00( 304,00( 246,00(
Reduction of net incom $ 198,000 $ 162,000 $ 565,000 $ 458,00(

Bancorp expects to record an additional $321,000axk-based compensation expense in 2011 foryegrants outstanding as of
September 30, 2011. As of September 30, 2011,@pr@s $3,070,000 of unrecognized stock-based ensapion expense that will
be recorded as compensation expense over theinextefars as awards vest. Bancorp received ca$#65#,000 and $507,000 from
the exercise of options during the first nine merth2011 and 2010, respectively.

The fair value of Bancorp’s stock options and SAdRastimated at the date of grant using the Blaatkefs option pricing model, a
leading formula for calculating the value of stagkions. This model requires the input of subjecissumptions, changes to which
can materially affect the fair value estimate. Tdievalue of restricted shares is determined Bpdrp’s closing stock price on the
date of grant. The 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.

11
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The following assumptions were used in SAR/optialuations at the grant date in each year:

2011 2010
Dividend yield 2.4&% 2.1&%
Expected volatility 22.6¢ 23.81
Risk free interest rai 2.9C 3.57
Forfeitures 6.07 5.9¢
Expected life of options and SARs (in yez /.5 7.€

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 and SARs have a 10-yeatrectual term from the date of grant. The expetifedf options is based on
actual experience of past like-term awards. Bgmewvnluated historical exercise and post-vestingitetion behavior when
determining the expected life of options and SARs.

A summary of stock option and SARs activity anditedl information for the nine months ended Septerddg2011 follows. The
number of options and SARs and aggregate intriveize are stated in thousands.

Weighted
Weighted Weighted Average
Average Aggregate Average Remaining
Options Exercise Intrinsic Fair Contractual
and SARs Exercise Price Price Value (1) Value Life
At December 31, 201
Vested and exercisak 71C $ 16.0¢-26.8: $ 2202 $ 2000 $ 4.91 4.1¢
Unvestec 272 21.0:-26.8: 22.8¢ 552 5.3¢€ 7.7z
Total outstanding 982 16.0(-26.8: 22.2¢ 2,55¢ 5.0¢ 5.14
Granted 67 23.7€-24.8i 23.7¢ — 5.04
Exercisec (52 16.0(-23.3i 16.9C 343 3.47
Forfeited (28)  18.05-26.8: 21.7¢ 1 4.8t
At September 30, 201
Vested and exercisak 737 16.0(-26.8: 22.62 10C 5.0¢ 3.7¢
Unvestec 238 21.0:-26.8: 22.8( — 5.22 7.97
Total outstanding 97C 16.0(-26.8¢ 22.6¢ $ 10C 5.1Z 4.7¢
Vested during yee 95 21.0:-26.8¢ 23.5¢ $ — 5.4¢

(1) Intrinsic value for stock options is defineslithe amount by which the current market pricehefunderlying 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 or third quarters. In the first twargers of 2011, Bancorp granted
41,991 shares of restricted common stock at thghwed average current market price of $23.96. & kare no restricted stock grants
in the third quarter of 2011. Also in the seconder of 2011, Bancorp awarded RSUs with a fdneaf $21.99 to executive office
of the Bank, the three-year performance periodvilaich began January 1, 2011. Bancorp believemtbst likely vesting of these
RSUs will be 20,228 shares of common stock.

4) Loans

The composition of loans by primary loan classtiima follows:

(In thousands) September 30, 201 December 31, 201/
Commercial and industrii $ 381,64: $ 343,95¢
Real estate mortgag
Commercial investmer 362,49¢ 362,90:¢
Owner occupied commerci 328,89: 316,29
1-4 family residentia 158,59« 157,98
Home equity- first lien 38,76¢ 39,44¢
Home equity- junior lien 81,14 91,81
Subtotal: Real estate mortge 969,89: 968,44(
Construction and developme 152,89: 159,48:
Consume 34,62¢ 36,54
Total loans $ 1,539,05 $ 1,508,42!

An analysis of the changes in the allowance fon loases for the nine months ended September 3Q, &@d 2010 follows:

(in thousands) 2011 2010

Beginning balance January $ 2554: $ 20,00(
Provision for loan losse 9,50( 7,772
Loans charged o (6,467) (3,999
Recoveries 48€ 651
Ending balance September : $ 29,06¢ $ 24,43t
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The following table presents the balance in thended investment in loans and allowance for loasds by portfolio segment and
based on impairment method as of September 30, &20d December 31, 2010.

Type of Loan

September 30, 201 Commercial Construction Real estate

(in thousands) and industrial and development mortgage Consumer Unallocated Total
Loans

Balance $ 38164 $ 152,89 $ 969,89: $ 34,62¢ $ 1,539,05!

Balance: individually
evaluated for impairmer  $ 7,122 $ 547¢ $ 1390° $ 96 $  26,60¢

Balance: collectively
evaluated for impairmer $__374,52. $ 147,41 $ 95598 $  34,53( $ 1,512/45

Balance: loans acquired w
deteriorated credit qualit  $ — $ — $ — $ — $ —

Allowance for loan losse:
Beginning balance

December 31, 201 $ 2,79 $ 2280 $ 1227 $ 62: $ 757 $  25,54!

Provision 6,29¢ 2,83( 2,51¢ 11C (2,257 9,50(

Chargeoffs (1,007 (1,22%) (3,73)) (505) — (6,467)

Recoveries 52 — 11¢€ 31€ — 48€
Ending balance

September 30, 201 $ 8,14t % 388 $ 11177 $ 544 $ 531t $  29,06¢

Balance: individually
evaluated for impairmer  $ 1550 $ — $ 2,171 $ — $ 3,721

Balance: collectively
evaluated for impairmer  $ 6,59 $ 3,88t $ 9,00¢ $ 544 $ 531t $  25.34¢

Balance: loans acquired w
deteriorated credit qualit $ — $ — $ — $ — 3 — $ —

14




Table of Contents

Type of Loan

December 31, 201 Commercial Construction Real estate
(in thousands) and industrial and development mortgage Consumer Unallocated Total
Loans
Balance $ 343,95t $ 159,48. 968,44( $ 36,54% $1,508,42!
Balance: individually

evaluated for impairme $ 52C $ 70C 15,95 $ 95 $ 17,27(
Balance: collectively

evaluated for impairme $ 343,43t $ 158,78. 952,48' $ 36,45: $1,491,15!
Balance: loans acquired

with deteriorated credit

quality $ — $ — — 3 — $ —
Allowance for loan losses
Beginning balance

December 31, 20C $ 4,091 $ 1,51¢ 6,51 $ 947 $ 6,931 $ 20,00(

Provision 8 2,94 8,04¢ 173 641 11,46¢

Chargeoffs (1,419 (2,21)) (2,450 (687) — (6,76€)

Recoveries 115 26 163 53€ — 84(C
Ending balance

December 31, 201 $ 2,79 $ 2,28( 12,27 $ 62: §$ 7,572 $ 25,541
Balance: individually

evaluated for impairme $ 90 $ — 1,72¢ $ — $ 1,814
Balance: collectively

evaluated for impairme $ 2,70¢ $ 2,28( 10,54¢ $ 625 $ 7572 $§ 23,72¢
Balance: loans acquired

with deteriorated credit

— $ = — $ — $ — $ =

quality

Information regarding impaired loans follows (irtisands):

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

September 30, 201

December 31, 201!

$ 26,60
15,24¢
3,721
11,35¢
18,33(

$ 17,27(
7,33
1,814
9,93¢
13,21

Management uses the following classes of loans vaeassing and monitoring the risk and performahtee loan portfolio:

. Commercial and industrial

. Real estate mortgage

e Construction and development
. Consumer
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The following table presents loans individually kexaded for impairment as of September 30, 2011Reckmber 31, 2010.

Unpaid
September 30, 201. Recorded principal Related
(in thousands) investment balance allowance
Loans with no related allowance recor
Commercial and industrii $ 2,77C $ 2,77(
Real estate mortgay 3,011 3,231
Construction and developme 5,47¢ 5,47¢
Consume 96 96
Subtotal 11,35¢ 11,58:
Loans with an allowance record
Commercial and industri $ 4352 $ 4352 $ 1,55(
Real estate mortgag 10,89¢ 12,89¢ 2,171
Construction and developme — — —
Consume — — —
Subtotal 15,24¢ 17,24¢ 3,721
Total
Commercial and industrii $ 7,12z $ 7,12: % 1,55(
Real estate mortgay $ 13,907 $ 16,13¢ $ 2,171
Construction and developme $ 547¢ $ 547¢ $ —
Consume $ 9% $ 96 $ —
Total $ 26,60 $ 28,83( $ 3,721
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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 12,27
Loans with an allowance record
Commercial and industrii $ 10C $ 292 % 90
Real estate mortgag 7,23t 7,23¢ 1,724
Construction and developme — — —
Consume — — —
Subtotal 7,33t 7,52 1,81¢
Total
Commercial and industrii $ 52C $ 227 % 90
Real estate mortgay $ 15,95¢ $ 16,69C $ 1,72¢
Construction and developme $ 70C $ 70C $ —
Consume $ 95 $ 14C $ —
Total $ 17,27C $ 19,80« $ 1,81¢

Recorded investment reflects partial charge-offeiwvimay have occurred over the life of the loans.

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 8 gast due and still accruing interest.
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The following table presents the recorded investrirenon-accrual loans as of September 30, 201 1Dsmuwgmber 31, 2010.

September 30, December 31,
(In thousands) 2011 2010
Commercial and industrii $ 3,191 $ 2,32¢
Construction and developme 5,47¢ 4,58¢
Real estate mortga¢ 13,901 7,19¢
Consumel 96 277
Total $ 22,67 $ 14,38¢

Included in non-performing loans are loans accalifite as troubled debt restructurings (TDR) whiomtinue to accrue interest. The
following table presents the recorded investmetdams accounted for as TDR as of September 3@, a0d December 31, 2010.

Pre-modification Post-modification
September 30, 201. Number of outstanding recorded outstanding recorded
(Dollars in thousands) contracts investment investment
Commercial & industria 3 3 158: $ 1,58
Real estate mortga¢ 3 2,34¢ 2,34¢
Total 6 $ 3,931 $ 3,931

Pre-modification Post-modification
December 31, 2010 Number of outstanding recorded outstanding recorded
(Dollars in thousands) contracts investment investment
Real estate mortgay 2 3 2,882 $ 2,882
Total 2 3 2,88 $ 2,882

Bancorp has not had loans accounted for as TDRhthat subsequently defaulted. At September 3Q1,20&ns accounted for as TDR
included temporary suspension of principal paymeetulting in payment of interest only. There hasn no forgiveness of principal
for loans accounted for as TDR. Loans accounted$dIDR are individually evaluated for impairmant, at September 30, 2011,

a total related allowance allocation of $1,649,0ftmpared to $652,000 at December 31, 2010.
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The following table presents the aging of the rdedrinvestment in past due loans as of Septemb&03Q and December 31, 2010.

Greater Recorded
than investment >
September 30, 201. 30-59 days 6C-89 days 90 days Total Total 90 days anc
(in thousands) past due past due past due past due Current loans accruing
Commercial and industrii $ 97z  $ — 3 3,191 % 4,16 $ 377,48 $ 381,64: $ —
Real estate mortgar 6,96 1,262 15,197 23,421 946,47 969,89: 1,29(
Construction and developme 1,89: — 5,47¢ 7,372 145,51¢ 152,89: —
Consumel 93 1C 9€ 19¢ 34,42% 34,62¢ —
Total $ 9,92C $ 127: $ 2396 $ 35158 $ 1503900 $ 153905 $ 1,29C
Greater Recorded
than investment >
December 31, 2010 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 $ 1,681 $ 194 % 547 $ 242: $ 341,53: $ 343,95¢ $ 27
Real estate mortga¢ 5,94: 4,821 15,03¢ 25,80t 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¢ 3 501¢ $ 16,43: $ 29,40 $ 1,479,020 $ 150842 $ 2,04«

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

*  Special Mention: Loans classified as special nogrtiave a potential weakness that deserves managsrmiese attention.
These potential weaknesses may result in deteidaraf repayment prospects for the loan or of th@lBs 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. Loansdassified have a well-defined weakness or weaawthat 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 a#l theaknesses inherent in those classified as sudasth with the added
characteristic that the weaknesses make colleotisepayment in full, on the basis of currentlystixig facts, conditions and
values, highly questionable and improbable.
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As of September 30, 2011 and December 31, 2010istheategories of loans were as follows:

Credit risk profile by internally assigned grade
(in thousands)

Construction
Commercial Real estate and
September 30, 201. and industrial mortgage development Consumer Total
Grade
Pass $ 344,42t % 896,44¢ $ 136,19t $ 34,59( 1,411,66.
Special mentiol 15,68( 29,125 6,12¢ 12 50,94¢
Substandar 21,53¢ 44,31¢ 10,56¢ 24 76,441
Doubtful — — — — —
Total $ 381,64: $ 969,89: $ 152,89. $ 34,62¢ 1,539,05!
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: 6,222 67 57,13:
Substandar 8,46: 46,27¢ 12,27« 30¢ 67,32
Doubtful — — — — —
Total $ 343,95¢ $ 968,44( $ 159,48. $ 36,54 1,508,42!
Credit risk profile based on payment activity
(in thousands)
Construction
Commercial Real estate and
September 30, 201. and industrial mortgage development Consumer Total
Performing $ 37452. $ 954,69 $ 147,41. $ 34,53( 1,511,16
Non-performing 7,122 15,19; 5,47¢ 96 27,89¢
Total $ 381,64 $ 969,89: $ 152,89: $ 34,62¢ 1,539,05!
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 $ 343,95t $ 968,44( $ 159,48; $ 36,54 1,508,42!
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Federal Home Loan Bank Advances

The Bank had outstanding borrowings of $60,434 &0Beptember 30, 2011, via six separate advaramsfive advances totaling $60
million, all of which are non-callable, interestypaents are due monthly, with principal due at maturThe sixth advance totals
$434,000, and principal and interest payments aeendonthly based on a 15 year amortization scheduoléhe fourth quarter of 2010,
Bancorp restructured and extended terms on twors@égawith FHLB resulting in lower interest cost ptlee remaining term of these
advances. Prepayment penalties totaling $1,336@06 incurred. In accordance with US GAAP, prepayt penalties associated
with the madification of advances are to be amediaver the life of the new advances as intergemese, resulting in effective inten
rates greater than the contractual rate paid toB=HLChe following is a summary of the contractuaturities and average effective
rates as of September 30, 2011:

(In thousands) Advance Rate

2013 $ 20,00( 1.55%

2014 20,00( 2.4%

2015 20,00( 3.3%%

2024 434 2.4(%
$ 60,43 2.44%

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

The Bank’s agreement with the Federal Home LoarkBdrCincinnati (FHLB) enables the Bank to borrop/to an additional $113.1
million as of September 30, 2011 under terms tediablished at the time of the advance. The Baiklas a standby letter of credit
from the FHLB for $2.8 million outstanding at Septzer 30, 2011.

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 &ealwguarterly for impairment by comparing the yiang value to the fair value.
The estimated fair values of MSRs at SeptembeR30]1 and December 31, 2010 were $2,105,000 an8&D00, respectively. The
total outstanding principal balances of loans semifor others were $274,224,000 and $254,988,08@@tember 30, 2011, and
December 31, 2010 respectively.
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Changes in the net carrying amount of MSRs fomihe months ended September 30, 2011 and 201Gawesn the following table.

(in thousands) 2011 2010

Balance at beginning of peri $ 1,788 $ 1,61¢
Originations 337 257
Amortization (52¢) (23€)
Balance at September $ 159 $ 1,637

Defined Benefit Retirement Plan

The Bank sponsors an unfunded, non-qualified, @dfimenefit retirement plan for certain key officeiith no plan to add additional
participants. Benefits vest based on years oficerThe 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 forttiiee months ended September 30, 2011 and 20d0eakEh of the nine month
periods ended September 30, 2011 and 2010, theenetlic benefit costs totaled $93,000.

Commitments and Contingent Liabilities

As of September 30, 2011, Bancorp had various caments outstanding that arose in the normal coafrbeisiness, including stand
letters of credit and commitments to extend crewditich are properly not reflected in the consokdifinancial statements. In
management’s opinion, commitments to extend cadpB829,240,000 including standby letters of credli$7,815,000 represent
normal banking transactions, and no significanséssare anticipated to result from these commitsn@nf September 30, 2011.
Commitments to extend credit were $350,314,000udicg letters of credit of $9,598,000, as of Debem31, 2010. Bancorp’s
maximum exposure to credit loss in the event ofpesformance by the other party to these commitmisnispresented by the
contractual amount of these instruments. Bancoeg tlee same credit and collateral policies in nmkiommitments and conditional
guarantees as for dralance sheet instruments. Commitments to extestit@re agreements to lend to a customer as letigese is n
violation of any condition established in the castr Commitments generally have fixed expiratiotedar other termination clauses.
Commitments to extend credit are mainly made ugoafimercial lines of credit, construction and homeity credit lines. Since some
of the commitments are expected to expire with@&irndp drawn upon, the total commitment amounts daeoessarily represent future
cash requirements. Bancorp evaluates each cuswuoreditworthiness on a case by case basis. Thardrobcollateral obtained is
based on management’s credit evaluation of the@mest Collateral held varies but may include act®ueceivable, inventory,
equipment, and real estate.

Standby letters of credit and financial guaranteetien 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 agreemiatsustomer defaults on its obligations to theeofinancial institutions. The
terms of the agreements range from 1 to 17 moiithes maximum potential future payment guaranteeBdaycorp cannot be readily
estimated because it is dependent upon the faiewaflthe contracts at the time of default. If sare of default on all contracts
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had occurred at September 30, 2011, Bancorp waud heen required to make payments of approxim&&§59,000. No payments
have ever been required as a result of defaulh@setcontracts. These agreements are normallyeralized — generally with real
properties, equipment, inventories and receivabldsy the customer, which limits Bancorp’s creditkrassociated with the
agreements.

Preferred Stock

Bancorp has a class of preferred stock (no paeyal®00,000 shares authorized), the relative sigiheferences 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 shareholdeggits plan upon the occurrence of certain triggeeivents. None of this stock had
been issued as of September 30, 2011.

Net Income Per Share

The following table reflects, for the three andenimonths ended September 30, 2011 and 2010, mebé(the numerator) and average
shares outstanding (the denominator) for the kasicdiluted net income per share computations:

Three months ended Nine months ended
September 30 September 30

(In thousands, except per share data) 2011 2010 2011 2010
Net income, basic and dilutt $ 577¢ $ 6,365 $ 17,26: $ 16,90:
Average shares outstanding 13,79¢ 13,70: 13,77¢ 13,67¢
Effect of dilutive securities 39 10€ 66 91
Average shares outstanding including dilutive

securities 13,83¢ 13,80 13,84+ 13,77(
Net income per share, ba: $ 04z $ 0.4€ $ 128 $ 1.2¢
Net income per share, dilut $ 04: % 0.4¢ $ 125 % 1.2-

Segments

The Bank’s, and thus Bancorp’s, principal actigtieclude commercial banking and investment managérnd trust. Commercial
banking provides a full range of loan and depasitipcts 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 segmeit¢cts 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 sih@etivity giving rise to the
difference between marginal and effective tax ratesirs in the commercial banking segment. Thesoreaent of the performance
the business segments is based on the managemettis of the Bank and is not
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necessarily comparable with similar information &ory other financial institution. The informatipresented is also not indicative of
the segments’ operations, if they were independsptities.

Selected financial information by business segrfarthe three and nine month periods ended Septe&the011 and 2010 follows:

Investment
Commercial management
(In thousands) banking and trust Total
Three months ended September 30, 20:
Net interest incom $ 17,75 $ 39 $ 17,79(
Provision for loan losse 4,10( — 4,10(
Investment management and trust serv — 3,34 3,341
All other nor-interest incomt 4,507 4 4,511
Non-interest expens 11,40 1,901 13,30:
Income before income tax 6,751 1,48¢ 8,24¢
Tax expensi 1,951 521 2,472
Net income $ 4,80¢ $ 96 $ 5,77¢
Three months ended September 30, 20:
Net interest incom $ 17,187 $ 27 $ 17,21+«
Provision for loan losse 2,69¢ — 2,69¢
Nor-interest incomt 5,217 3,04¢ 8,26:
Non-interest expens 12,20; 1,70z 13,90¢
Income before income tax 7,50z 1,37(¢ 8,87:
Tax expensi 2,02¢ 47¢ 2,507
Net income $ 547. $ 891 $ 6,36¢
Nine months ended September 30, 20:
Net interest incom $ 52,61 $ 10z $ 52,71¢
Provision for loan losse 9,50( — 9,50(
Investment management and trust serv — 10,54¢ 10,54¢
All other nor-interest incomt 13,46¢ 4 13,47(
Non-interest expens 37,09¢ 5,75¢ 42,85¢
Income before income tax 19,48: 4,89¢ 24,37
Tax expensi 5,401 1,71« 7,11¢
Net income $ 14,08 $ 3,18: $ 17,26:
Nine months ended September 30, 20:
Net interest incom $ 4947 $ 84 $ 49 55t
Provision for loan losse 7,774 — 7,774
Nor-interest incomt 14,62 9,53¢ 24,16
Non-interest expens 36,60: 5,44 42,04¢
Income before income tax 19,717 4,177 23,89
Tax expensi 5,53( 1,462 6,992
Net income $ 14,187 $ 2,71f  $ 16,90
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Income Taxes

US GAAP provides guidance on financial statemeodgaition and measurement of tax positions takeexpected to be taken, in tax
returns. As of September 30, 2011 and Decembe2®I the gross amount of unrecognized tax bengéis$197,000 and $230,000,
respectively. At September 30, 2011, if recogniZd®7,000 of the tax benefits would increase mediine, resulting in a decrease of
the effective tax rate. The amount of unrecognizedenefits may increase or decrease in thedudturvarious reasons including
adding amounts for current tax year positions, exigin of open income tax returns due to statutdisnitation, changes in
management’s judgment about the level of uncegtastatus, if any, of examination, litigation amgjislative activity and the addition
or elimination of uncertain tax positions.

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefith@ome tax expense. As of September
30, 2011 and December 31, 2010, the amount acéoudide potential payment of interest and penaltias $18,000 and $20,000,
respectively.

Fair Value Measurements

Bancorp follows the provisions of the authoritatgugdance 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 caiteg and amounts which are measured at fair védlaach disclosures are not
already specified elsewhere in US GAAP.

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 gdgidces for identical instruments traded in activarkets.

e Level2 Valuation is based upon gdgigces for similar instruments in active markesoted prices for identical or
similar instruments in markets that are not actarel model-based valuation techniques for whickighificant assumptions are
observable in the market.

e Level3 Valuation is generated froradelbased techniques that use significant assumptioinsbservable in the mark
These unobservable assumptions would reflect iatestimates 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 compsgittnvironment 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 fawe/@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.
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The portfolio of investment securities available $ale is comprised of U.S. Treasury and otherddx&rnment obligations, debt
securities of U.S. government-sponsored corporstioortgage-backed securities, obligations of statepolitical subdivisions, and
trust preferred securities of other banks. Trusfgsred securities are priced using quoted pr¢édentical securities in an active
market. These measurements are classified as lLamehe hierarchy above. All other securities priced using standard industry
models or matrices with various assumptions suchedd curves, volatility, prepayment speeds, ditfeates, time value, credit rating
and market prices for the instruments. These asonspare generally observable in the market pacbcan be derived from or
supported by observable data. These measurementtaasified as Level 2 in the hierarchy above.

Interest rate swaps are valued using primarily Leviaputs. Fair value measurements are obtair@d &in outside pricing service.
Prices obtained are generally based on dealer sjumachmark forward yield curves, and other relevhservable 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 realiaey losses due to a counterparty’s inability tdgren and the change in value of
derivative assets and liabilities attributable tedit risk was not significant during 2011.

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

Fair Value at September 30, 2011
(In thousands) Total Level 1 Level 2 Level 3

Assets
Investment securities available for sal

U.S. Treasury and other U.

government obligation $ 75,000 $ — $ 75,000 $ —
Government sponsored enterpi

obligations 54,42t — 54,42t —
Mortgagebacked securitie 89,36: — 89,36: —
Obligations of states and politic

subdivisions 66,94 — 66,94 —
Trust preferred securities of financ

institutions 1,251 1,251 — —
Total investment securities available for sale 286,98! 1,251 285,73 —
Interest rate swap 45C — 45( —
Total Assets $ 287,43! $ 1,251 $ 286,18 $ —
Liabilities
Interest rate swap $ 45¢ $ — $ 45¢ $ —
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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¢% — 30E —
Total Assets $ 245,63 $ 1,25¢ $ 244,38. $ —
Liabilities

Interest rate swap $ 30 $ — $ 305 $ —

Mortgage loans held for sale are recorded at twerd@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 September
30, 2011 or December 31, 2010.

MSRs are recorded at fair value upon capitalizatawa amortized to correspond with estimated sinyimcome, and are periodically
assessed for impairment based on fair value aetharting date. Fair value is based on a valuatiodel that calculates the present
value of estimated net servicing income. The maumrporates assumptions that market participaotgdavwuse in estimating future r
servicing income. These measurements are classifie@vel 3. At September 30, 2011 and Decemhe2(0 there was no valuati
allowance for the mortgage servicing rights, asfétrevalue exceeded the cost. Accordingly, theRd@re not included in either table
below for September 30, 2011 or December 31, 2010.

Other real estate owned, which is carried at thaetaf 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, accordirfybget measurements are classified as Level 3. gie®éer 30, 2011 and December
31, 2010, the carrying value of other real estateenl was $8,161,000 and $5,445,000, respectiv@ther real estate owned is not
included in either table below, as the fair valfi¢ghe properties exceeded their carrying valueegtt&mber 30, 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 September 8Q;12total impaired loans with a valuation allowaneere $15.2 million, and the
specific allowance totaled $3.7 million, resultimga fair value of $11.5 million, compared to totabaired loans with a valuation
allowance of $7.3 million, and the specific allowarallocation totaling $1.8 million, resulting irfar value of $5.5 million at
December 31, 2010. The losses represent the cliatiye specific allowances for the period indicht&ee Note 4 for more
information on impaired loans and allowances.

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

Losses for 9 month

Fair value at September 30, 201 period ended
(in thousands) Total Level 1 Level 2 Level 3 September 30, 201.
Impaired loan: $ 11527 $ — $ — $ 11,520 $ (3,000
Losses for
Fair value at December 31, 2010 year ended
(in thousands) Total Level 1 Level 2 Level 3 December 31, 2010
Impaired loan: $ 5521 $ — $ — $ 5521 $ (1,77))
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(14) Fair Value of Financial Instruments

The estimated fair values of financial instrumearts as follows:

September 30, 201. December 31, 201
Carrying Carrying

(In thousands) Amount Fair Value Amount Fair Value
Financial assets
Cash and shc-term investment $ 55,33: $ 55,33: $ 41,65 $ 41,65t
Mortgage loans held for sz 11,01: 11,13¢ 12,381 12,62¢
Securities 286,98! 286,98! 245,35: 245,35
Federal Home Loan Bank stock and other

securities 5,94¢ 5,94¢ 5,772 5,77¢
Loans, ne 1,509,98! 1,541,410 1,482,88; 1,507,07
Accrued interest receivab 5,727 5,721 6,28¢ 6,28¢
Interest rate swa 45( 45( 30t 30t
Financial liabilities
Deposits $ 1,576,561 $ 1,584,46. $ 1,493,46: $ 1,512,88;
Shor-term borrowings 84,49: 84,49: 87,50¢ 87,50¢
Long-term borrowings 101,33« 100,50: 101,34. 100,81!
Accrued interest payab 15¢& 15¢& 304 304
Interest rate swa 45( 45(C 30t 30t
Off balance sheet financial instruments
Commitments to extend cret — — — —
Standby letters of crec — (117 — (149

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

Cash, Short-term investments, Accrued interest reéeable/payable and Short-term borrowings
For these short-term instruments, the carrying arhisua reasonable estimate of fair value.
Securities

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

Federal Home Loan Bank stock and other securities
For these securities without readily available reaxalues, the carrying amount is a reasonablmasiof fair value.
Mortgage loans held for sale

The fair value of mortgage loans held for saleaedmined by market quotes for each loan basedamtype, term, rate, size and the
borrower’s credit score.
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Loans, net

US GAAP prescribes the exit price concept for eating fair value of loans. Because there is fajiad market (exit price) for
trading the predominant types of loans in Bancopoe'afolio, 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 generalbgban dealer quotes, benchmark
forward yield curves, and other relevant observatdeket data.

Deposits

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

Long-term borrowings

The fair value of long-term borrowings is estimabgddiscounting the future cash flows using 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 valofestandby letters of credit are based on feesatlyr charged for similar agreements
or the estimated cost to terminate them or otheragtle the obligations with the counterpartiethatreporting date.

Limitations

The fair value estimates are made at a specifictpioitime based on relevant market information efiormation 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 experjenureent economic conditions, risk characterisbitgarious 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 oftiserument. Changes in
assumptions could significantly affect the estiraate
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(15) 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 percentagégeof and total capital, as
defined, to risk weighted assets and Tier | capitalverage assets. Risk weighted assets are diederivy applying certain risk
weightings prescribed by the regulations to varicategories of assets and off-balance sheet conemisnCapital 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 awiprescribed by the regulations or
determined to be necessary by the regulators, witald materially affect the consolidated finangtdtements. Bancorp and the Bank
met all capital requirements to which they wergactbas of September 30, 2011.

The following table sets forth Bancorp’s and theBa risk based capital amounts and ratios as pfeédeber 30, 2011 and
December 31, 2010.

Minimum For Minimum For Well
September 30, 201 Actual Adequate Capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Total risk-based capital (1
Consolidatec $ 237,83¢ 144%$ 131,85t 8.0(% NA NA
Bank 203,66 12.42% 131,18 8.0(%$ 163,98: 10.0(%
Tier | risk-based capital (1
Consolidatec $ 207,12 12.5¢% $ 65,96 4.0(% NA NA
Bank 173,06( 10.5%% 65,61¢ 4.00%%$ 98,42 6.0(%
Leverage (2
Consolidatec $ 207,12 10.5(% $ 59,17¢ 3.0(% NA NA
Bl 173,06( 8.81% 58,93: 3.00%$  98,21¢ 5.00%
Minimum For Minimum For Well
December 31, 201/ 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%0$ 65,02 4.0(% NA NA
Bank 153,31: 9.4<% 64,62( 40%$ 96,93( 6.0(%
Leverage (2
Consolidatec $ 196,04 1031% $ 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 r-weighted asset:
(2) Ratio is computed in relation to average as:
NA — Not applicable. Regulatory framework does not defirell capitalized for holding companic
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The variance between the consolidated and the Bamagital ratios is largely due to the Bancerp008 issuance of $30 million of trt
preferred securities and a special dividend of g#Bon from the Bank to Bancorp in December 20@8%art of a strategy to minimize
state bank taxes.

ltem 2. Managemerst Discussion and Analysis of Financial Conditiod &esults 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 nine months en8eptember 30, 2011 and compares these peridasheisame periods of the previous
year. Unless otherwise indicated, all referencehigdiscussion to the Bank include Bancorp. Idigah, the discussion describes

significant changes in the financial condition @fri8orp and the Bank that have occurred duringitserfine months of 2011 compared to the
year ended December 31, 2010. This discussion dfi@utead in conjunction with the consolidatedricial statements and accompany
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 undaglitire forward-looking statements contained heregrreasonable, any of these
assumptions could be inaccurate. Factors that aaulde 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; governmegidmtion and regulation which change
from time to time and over which Bancorp has notmnchanges in interest rates; material unforesganges in liquidity, results of
operations, or financial condition of Bancorp’s ttusers; and other risks detailed in Bancorp’s difirwith the Securities and Exchange
Commission, all of which are difficult to prediatdamany of which are beyond the control of Bancorp.

Overview of 2011 through September 30

Bancorp completed the first nine months of 201hwit income of $17.3 million, which was 2% morartlthe comparable period of 2010.
The increase is primarily due to an improvementahinterest income, largely offset by a highewnsion for loan losses, lower non-interest
income, and increasing non-interest expenses.dilaarnings per share for the first nine montH20dfL were $1.25 compared to the first
nine months of 2010 of $1.23.

Year-over-year total loans increased $50 millior3%r, and this helped growth in interest incomecréased loan volume more than offset the
effect of the declining interest rates on loans iandstment securities over the past year. Intengsense declined due to lower funding costs
on and a more favorable mix of deposits and bomgsi Rates paid on liabilities decreased more this declined on assets, contributing to
an increased net interest spread and margin cochpatie first nine 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, increa4és for the nine month period primarily due tohggasset values. A significant portion
of recurring investment management revenue is daaae percentage of the market value of the assdtsy management. While fees are
based on market values, they typically do not flat¢ directly with the overall stock market. Acotsitypically contain fixed income and
equity asset classes, which generally react inlyetseeach other. As a broad approximation, a 10&p ¢h the S&P 500 index would decre
fees approximately 2 — 4%. Nonrecurring fees suchstate, financial planning, insurance, and satiement fees are not affected by the
fluctuations in the market.
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Both bankcard transaction income and brokeragemecocreased, but were partially offset by decre@sservice charges on deposit
accounts and other non-interest income includirginkes in income from the domestic private invesibfand. Non-interest income as a
percentage of total revenues was 31% in the fir months of 2011, compared to 33% in the firasemnonths of 2010. This metric has
continued to trend significantly above that of $1$2.5 billion publicly traded banks, which as cdd@mber 30, 2010, posted average non-
interest income as a percentage of total reven2é.626, according to a leading industry data ser{2011 peer data is not yet available).

Higher non-interest expense in 2011 was refleatealmost all categories resulting largely from sastmarket expansion, renovations of
existing facilities and a new operations center.

Also affecting 2011 results, Bancorp’s provision lfman losses was $9.5 million in the first ninemtits compared to $7.8 million in the same
period of 2010. Management'’s action to provideléan losses in 2011 reflected both change in trrdility of loans as well as the increase
in charge-offs. The provision for the first nine mikas of 2011 results from a consistent allowancthodology that is driven by risk ratings.
Bancorp’s allowance for loan losses was 1.89% tafl toans at September 30, 2011, compared with%a.6Btotal loans at December 31,
2010, and 1.64% at September 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 9.20% as ofe&epér 30, 2011, compared to 8.89% at
December 31, 2010. See the Non-GAAP Financial Messsection 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 $5,774,000 for the three months er®@atember 30, 2011 decreased $591,000, or 9.8%h,%6,365,000 for the
comparable 2010 period. Net income per share @ak3$or the third quarter of 2011, compared tetédor the third quarter of 2010,
an 8.7% decrease. Netincome per share on adiihatsis was also $0.42 for the third quarter ofl2@bmpared to $0.46 for the third
quarter of 2010. Annualized return on averagetassel annualized return on average stockholdgrstyewere 1.16% and 12.59%,
respectively, for the third quarter of 2011, congghio 1.35% and 15.25%, respectively, for the spenmod in 2010.

Net income of $17,262,000 for the nine months er@gatember 30, 2011 increased $360,000, or 2.1, $16,902,000 for the
comparable 2010 period. Basic net income per shiase$1.25 for the first nine months of 2011, coragdo $1.24 for the same per
of 2010, a 0.8% increase. Net income per shagediluted basis was also $1.25 for the first nimths of 2011 compared to $1.23
for the same period of 2010, an increase of 1.8%nualized return on average assets and annuatedh on average stockholders’
equity were 1.19% and 13.03%, respectively, forfifs¢ nine months of 2011, compared to 1.24% ah@1%, respectively, for the
same period in 2010.

Net Interest Income
The following tables present the average balaneetstfor the three and nine month periods endete®éer 30, 2011 and 2010 along
with the related calculation of tax-equivalent imterest income, net interest margin and net istespread for the related periods. See

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

Three months ended September 30

2011 2010
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets:
Federal funds sold and interest
bearing due from ban} $ 98,99¢ $ 72 0.2% $ 64,28¢ $ 41 0.25%
Mortgage loans held for sg 4,27¢ 46 4.271% 7,907 97 4.871%
Securities
Taxable 160,51° 1,26 3.1%% 159,05! 1,21¢ 3.02%
Tax-exempt 50,07¢ 44k 3.5%% 38,49: 464 4.7¢%
FHLB stock and other securiti 5,94¢ 52 3.47% 5,772 57 3.92%
Loans, net of unearned incot 1,541,89 20,10¢ 5.17% 1,484,74. 20,52¢ 5.45%
Total earning assets 1,861,71! 21,98¢ 4.6%  1,760,25! 22,40 5.05%
Less allowance for loan loss 27,87¢ 23,60:
1,833,83 1,736,65.
Non-earning asset:
Cash and due from ban 26,33¢ 27,23¢
Premises and equipme 34,87t 29,97«
Accrued interest receivable and
other asset 83,36: 77,18
Total assets $ 1,978,40 $ 1,871,04
Interest bearing liabilities:
Deposits:
Interest bearing demand depo: $ 277,46. % 14¢ 021% $ 246,64 $ 11€ 0.1%%
Savings deposil 70,72¢ 25 0.14% 66,72¢ 43 0.2€%
Money market deposi 515,50¢ 654 0.5(% 468,29¢ 93¢ 0.7<%
Time depositt 422,08 1,692 1.5¢% 430,05« 2,11t 1.95%
Securities sold under agreements to
repurchass 67,07¢ 68 0.4(% 55,97: 89 0.65%
Fed funds purchased and other s
term borrowings 19,14¢ 8 0.17% 27,29 14 0.2(%
FHLB advance! 60,43 36¢€ 2.42% 76,75( 622 3.22%
Long-term debi 40,90( 862 8.3€% 40,90( 86¢ 8.45%

Total interest bearing
liabilities 1,473,341 3,82¢ 1.0%%  1,412,64 4,80¢ 1.35%
Non-interest bearing liabilities:
Non-interest bearing demand

deposits 277,80: 252,39:
Accrued interest payable and other
liabilities 45,33: 40,43¢
Total liabilities 1,796,47! 1,705,47
Stockholders’ equity 181,93: 165,57¢
Total liabilities and
stockholders’ equity $ 1,978,40 $ 1,871,04
Net interest income $ 18,16( $ 17,59:
Net interest spread 3.6€% 3.7(%
Net interest margin 3.8/% 3.97%
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Nine months ended September 3

2011 2010
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets:
Federal funds sold and interest
bearing due from ban} $ 76,73t $ 167 0.2%% $ 50,32¢ $ 85 0.2:%
Mortgage loans held for sg 4,081 14z 4.68% 5,574 21€ 5.1&%
Securities
Taxable 159,55( 3,64t 3.05% 164,36t 3,88t 3.1€%
Tax-exempt 50,69: 1,43¢ 3.8(% 32,78 1,22¢ 5.0(%
FHLB stock and other securiti 5,88 16€ 3.71% 5,69¢ 16€ 3.9(%
Loans, net of unearned incot 1,526,29 60,06¢ 5.2t% 1,461,17 59,83! 5.47%
Total earning assets 1,823,23 65,62¢ 4.81%  1,719,92 65,40¢ 5.08%
Less allowance for loan loss 27,30; 22,35¢
1,795,93: 1,697,57!
Non-earning asset:
Cash and due from ban 26,00¢ 27,31t
Premises and equipme 34,04¢ 28,68¢
Accrued interest receivable and ot
assets 84,78¢ 73,68¢
Total assets $ 1,940,77 $ 1,827,25!
Interest bearing liabilities:
Deposits:
Interest bearing demand depo: $ 280,00 $ 457 022% $ 24463 $ 34¢€ 0.1%%
Savings deposil 70,11° 89 0.17% 65,02¢ 12€ 0.2€%
Money market deposi 492,64! 2,06¢ 0.56% 433,70° 2,44¢ 0.75%
Time deposit: 421,28 5,231 1.6€% 469,72¢ 7,37(C 2.1(%
Securities sold under agreements to
repurchass 59,67¢ 19¢ 0.45% 54,15! 257 0.65%
Fed funds purchased and other sh
term borrowings 22,80« 31 0.1&% 21,61: 31 0.1¢%
FHLB advance! 60,43¢ 1,09: 2.42% 67,48 1,703 3.37%
Long-term debt 40,90( 2,58¢ 8.45% 40,90 2,591 8.471%
Total interest bearing
liabilities 1,447,86: 11,75¢ 1.0%  1,397,24. 14,86¢ 1.472%
Non-interest bearing liabilities:
Non-interest bearing demand
deposits 269,56¢ 231,03
Accrued interest payable and othe
liabilities 46,16¢ 37,67¢
Total liabilities 1,763,60! 1,665,95
Stockholders’ equity 177,17¢ 161,29¢
Total liabilities and
stockholders’ equity $ 1,940,77 $ 1,827,25!
Net interest income $ 5387« $ 50,54:
Net interest spread 3.72% 3.6€%
3.95% 3.95%

Net interest margin
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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 earrgsgts.and 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 wef@%B0 and $383,000,
respectively, for the three month periods endede®eiper 30, 2011 and 2010 and $1,158,000 and $9B6&&€pectively, for
the nine month periods ended September 30, 201 2@H@

Fully taxable equivalent net interest income of 818illion for the three months ended Septembe28Q]1 increased $563,000, or
3.2%, from $17.6 million when compared to the sgmeod last year. Net interest spread and netdatenargin were 3.66% and
3.87%, respectively, for the third quarter of 2@kt 3.70% and 3.97%, respectively, for the thirdrtgr of 2010. Historically low
interest rates combined with an ongoing higherllef@on-accrual loans have pressured loan yieldd,the low rates earned on excess
liquidity also has had a detrimental effect on nrasg

Fully taxable equivalent net interest income of $58illion for the nine months ended September2Bd.1 increased $3.3 million, or
6.6%, from $50.5 million when compared to the sanmeod last year. Net interest spread and netdatenargin were 3.72% and
3.95%, respectively, for the first nine months 612 and 3.66% and 3.93%, respectively, for thé firse months of 2010.

Approximately $613 million, or 40%, of the Banktsans are variable rate and most of these loanadesed to the Bank’s prime rate
and may reprice as the prime rate changes. Howapproximately $440 million, or 72%, of variabkge loans, have reached their
contractual floor of 4% or higher. Approximatel¥d million, or 17%, of variable rate loans havecoatractual floor; however, the
Bank intends to establish floors whenever possipten renewal of the loans. The remaining $69 amllbf variable rate loans, or 11%
of variable rate loans, have contractual floorowed%. Most of the Bank’s fixed rate loans are@di at inception in relation to the
five year Treasury bond and the persistence ofdoert term rates has held those rates low.

Average earning assets increased $103.3 milliof,a%6, to $1.823 billion for the first nine monthis2011 compared to 2010,
reflecting growth in the loan portfolio, investmesgtcurities and federal funds sold. Average istdvearing liabilities increased $50.6
million, or 3.6%, to $1.448 billion for the firsime months of 2011 compared to 2010 primarily dumtreases in interest bearing
demand and money market deposits, partially offgetecreases in certificates of deposits and FHi\Baaces.
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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 minimize effects of interest rate changes onmmime. Bank management evaluates interest ragitiséty while attempting to
optimize net interest income within the constrabftprudent capital adequacy, liquidity needs, reaidpportunities and customer
requirements.

Interest Rate Simulation Sensitivity Analysis

Bancorp uses an earnings simulation model to etgianad evaluate the impact of changing interessrah earnings. The simulation
model is designed to reflect the dynamics of irteearning assets, interest bearing liabilities affidbalance sheet financial
instruments. By estimating the effects of interagt increases and decreases, the model can epy@alkimate interest rate risk
exposure. The simulation model is used by managetogyauge approximate results given a specifieighan interest rates at a given
point in time. The model is therefore a tool tdigate earnings trends in given interest rate saanand does not indicate actual
expected results. The September 30, 2011 simalatialysis, which shows very little interest ragasstivity, indicates that an increase
in interest rates of 100 to 200 basis points winalde a slightly negative effect on net interesbine, and a decrease of 100 basis p

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

Net interest
income change

Increase 200b (0.69)%
Increase 100b (1.80
Decrease 100k (0.42)
Decrease 200k (3.09)

Loans indexed to the prime rate, with floors of dé&higher, comprise approximately 30% of total lpasince the prime rate is
currently 3.25%, rates would have to increase rtttaa 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 nobnedrdy possible given current low rates for shertrt instruments and most deposits.
In the third quarter of 2011, the Federal Resentedthat they anticipate that economic conditiengcluding low rates of resource
utilization and a subdued outlook for inflation ovlee medium run — are likely to warrant exceptibneow levels for the federal

funds rate at least through mid-2013.

Undesignated derivative instruments described iteN8 are recognized on the consolidated balareet sit fair value, with changes
fair value, due to changes in prevailing interasés, recorded in other noninterest income. Becafusmtching terms of offsetting
contracts, in addition to collateral provisions efhimitigate the impact of non-performance risk,ngfes 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 $9.5 million thoe first nine months of 2011 compared to $7.8iamilfor the same period in 2010,
and $4.1 million for the third quarter of 2011 ccargd to $2.7 million in the third quarter of 20Which reflected both the increase in
non-performing loans as well as the increase irchatge-offs. The provision for loan losses isglted after considering credit
quality factors, and

37




Table of Contents

ultimately relies on an overall internal analysish® risk in the loan portfolio. The provision liexfts an allowance methodology that is
driven by risk ratings. Bancorp intends to ren@antious in assessing the potential risk in tha lpartfolio. Accordingly, Bancorp
expects the allowance for loan losses to remainhégh level compared with historic amounts uttdre are clearer signs of a sustai
economic recovery and improvement in our custonferahcial conditions and, thus, a reduction inrallecredit risk. Management
utilizes loan grading procedures which result iacfic allowance allocations for the estimated neime risk of loss. For all loans
graded, but not individually reviewed, a generldwaince allocation is computed using factors tylpiadeveloped over time based on
actual loss experience. The specific and gendmdatlons plus consideration of qualitative fact@gresent management’s best
estimate of probable losses contained in the l@atigho at the evaluation date. Although the altowee for loan losses is comprised of
specific and general allocations the entire allovesis available to absorb any credit losses. Basdtlis detailed analysis of credit
risk, management considers the allowance for loasds adequate to cover probable losses inhertdr inan portfolio at

September 30, 2011.

An analysis of the changes in the allowance fon loases and selected ratios for the three andmorgh periods ended September 30,
2011 and 2010 follows:

Three months ended September 3 Nine months ended September 3

(Dollars in thousands) 2011 2010 2011 2010
Balance at the beginning of the per $ 27,56 $ 22,93¢ $ 25,54: $ 20,00(
Provision for loan losse 4,10C 2,69t 9,50( 7,772
Loan charg-offs, net of recoverie (2,59¢) (1,195 (5,977) (3,34))
Balance at the end of the peri $ 29,06¢ $ 24,43 $ 29,06¢ $ 24,43:
Average loans, net of unearned incc $ 1,541,89" $ 1,484,74. $ 1,526,29 $ 1,461,17!
Provision for loan losses to average loans 0.27% 0.1¢% 0.62% 0.5%%
Net loan charc-offs to average loans ( 0.17% 0.08% 0.3% 0.2:%
Allowance for loan losses to average lo 1.8% 1.65% 1.9(% 1.67%
1.8<% 1.64% 1.8<% 1.64%

Allowance for loan losses to peri-end loan:

(1) Amounts not annualize

Loans are charged off when deemed uncollectibletgridally after underlying collateral has beeruldated; however, collection

efforts continue and future recoveries may occur.
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An analysis of net charge-offs by loan categorytfierthree and nine month periods ended Septenth@031 and 2010 follows:

Three Months Nine Months

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

Net loan charge-offs (recoveries) 2011 2010 2011 2010
Commercial and industri $ 154 % 5 $ 95C $ 781
Construction and developme 2 537 1,22t 83t
Real estate mortgai- commercial investmet 13z 357 753 80¢€
Real estate mortga(- owner occupied commerci 2,011 — 2,13t 23t
Real estate mortgac- 1-4 family residentia 16 — 32z 26C
Home equity 204 232 40z 30t
Consume] 82 74 18¢ 11¢
Total net loan charge-offs $ 2,59t $ 119 $ 5971 $ 3,341

The majority of the third quarter 2011 charge-@ffsse from the same owner-occupied commercialestate loan placed on non-
accrual status. See the Non-Performing Loans aas@t& section below.

Non-interest Income and Expenses

The following table sets forth the major componeafteon-interest income and expenses for the thnglenine month periods ended
September 30, 2011 and 2010.

Three months Nine months
ended September 30 ended September 30
(In thousands) 2011 2010 2011 2010
Non-interest income
Investment management and trust serv $ 3341 3% 3,048 % 10,54 $ 9,53¢
Service charges on deposit accol 2,167 2,25( 6,12t 6,43t
Bankcard transaction reven 94t 837 2,782 2,457
Gains on sales of mortgage loans held for 574 601 1,39 1,431
Gains on sales of securities available for — 15¢ — 15¢
Brokerage commissions and fe 57C 52t 1,61 1,48¢
Bank owned life insurance incor 257 251 761 74z
Other (2) 594 792 1,921
Total nor-interest incomt $ 7,85¢ $ 8,26z $ 24,018 $ 24,16.
Non-interest expense
Salaries and employee bene $ 7,52¢ 3% 8,197 $ 24,57¢ $ 24,60¢
Net occupancy expen: 1,31« 1,13¢ 3,901 3,70¢
Data processing expen 1,28: 1,11¢ 3,76¢€ 3,57¢
Furniture and equipment exper 30¢€ 31¢€ 99¢ 951
FDIC insurance expen: 33¢ 49¢ 1,29¢ 1,50C
Other 2,53: 2,64 8,31 7,70¢
Total nor-interest expense $ 13,30: $ 13,90¢ $ 42,85¢ $  42,04¢
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Total non-interest income decreased $404,000,9864for the third quarter of 2011 and decrease®®DD, or 0.6% for the first nine
months of 2011, compared to the same periods i0.201

Investment management and trust services incomeased $302,000, or 9.9% in the third quarter dfl28nd $1,007,000, or 10.6%

for the first nine months of 2011, as compared&dame periods in 2010, primarily due to the ¢fbéan increased market value of

assets under management as a result of growth memeaccounts. Most recurring fees earned foragisy accounts are based on a
percentage of market value on a monthly basisstlassets under management at September 30, 20& BWw&?2 billion, compared to
$1.58 billion at September 30, 2010.

Service charges on deposit accounts decreased®8®)03.7%, in the third quarter of 2011, and $8Q0, or 4.8%, for the first nine
months of 2011, as compared to the same perio2i3li@. Service charge income is driven by transaatdlume, which can fluctuate
throughout the year. Recent legislation requited dbur customers “opt in” to access their ovetdsedtection beginning in the third
quarter of 2010. Management believes this requérdgrhas resulted in fewer overdrafts and a corredipg decline in service charge
income in 2011.

Bankcard transaction revenue increased $108,0Q2.8%6, in the third quarter of 2011, and $331,@0d,3.5%, for the first nine
months of 2011, as compared to the same perio2i3li and primarily represents income the Bank dsrfvom customers’ use of
debit cards. Results in 2011 compared favorabBOtt0O as bankcard transaction volume continuescit@ase. Most of this revenue is
interchange income based on rates set by servisgders in a competitive market. Beginning in O@pB011, this rate will be set by
the Federal Reserve Board for banks with over $lli6rbin assets. While this threshold indicates will not be directly affected, this
change could indirectly affect Bancorp. While thare many uncertainties about its effect or ultehatvhen these changes may take
place, the Dodd-Frank legislation may negativefgétfthis source 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 inwegtir to closing the loans, thus Bancorp bearmierest rate risk related to these
loans. The division offers conventional, VA andA-Fhancing, for purchases and refinances, as agpprograms for low-income and
first time home buyers. The mortgage banking divisilso offers home equity conversion mortgagésemerse’mortgages insured t
the U.S. Department of Housing and Urban DeveloprftédD). These HUD loans give homeowners 62 ye&exge or older a vehicle
for converting equity in their homes to cash. Gain sales of mortgage loans were virtually unchdng the quarter and nine month
periods ended September 30, 2011 compared to the gariods in 2010. Interest rates on mortgagesloaectly impact the volume
of business transacted by the mortgage bankingidivi Prevailing mortgage interest rates decreastte third quarter of 2011 and
refinance volume increased late in the quarter.

Brokerage commissions and fees increased $45,0@06%, in the third quarter of 2011, and $129,008.7%, for the first nine
months of 2011, as compared to the same perio@1f.2These increases corresponded to higher bbeokkerage volume. Bancorp
deploys its brokers primarily through its branctwark, while larger managed accounts are servioghe investment management
trust department.

Bank owned life insurance (BOLI) income totaled $280 and $251,000 for the third quarter of 201d 20110, respectively, and
totaled $761,000 and $742,000 for the first ninenthe of 2011 and 2010, respectively. BOLI represém cash surrender value for
life insurance policies on certain key employee® Wave provided consent for the Bank to be thefirary of a portion of such
policies. The related increase in cash surrendielevand any proceeds received under the polictes of which have
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occurred to date, are recorded as non-taxablemterest income. This income helps offset the absmployee benefits.

In the third quarter of 2010, for tax planning pasps, Bancorp sold securities resulting in gaitaditay $159,000. There were no sales
of securities in 2011.

Other non-interest income decreased $596,000,@B8%) in the third quarter of 2011 as comparedhéosame period in 2010, and
$1,129,000, or 58.8%, in the first nine months@f2as compared to the same period in 2010, pilyréue to a decrease in income
from the domestic private investment fund and @etaof other factors, none of which were indivilyaignificant. Bancorp’s
investment in a domestic private investment funcbisiprised of bank and other financial industryusities, and is recorded using the
equity method of accounting.

Total non-interest expenses decreased $607,0004%r, for the third quarter of 2011 as comparetthéosame period in 2010 and
increased $806,000, or 1.9%, for the first nine thewf 2011 as compared to the same period in 2880corp’s third quarter 2011
efficiency ratio was 51.13% compared with 56.29%hie second quarter of 2011 and 53.79% in the tjuatter last year.

Salaries and employee benefits decreased $66908® %, for the third quarter of 2011 primarilyedio reversals of accruals of
performance-based bonuses, as Bancorp has novedtspecified performance thresholds. Salariessamgloyee benefits decreased
$29,000, or 0.1%, for the first nine months of 2044 compared to the same periods of 2010. Ae8dmr 30, 2011, Bancorp had 468
full time equivalent (FTE) employees compared t8 47 September 30, 2010. Bancorp has severalpgstions at September 30,
2011, and expects the number of FTE employeestease as those are filled.

Net occupancy expense increased $178,000, or 15na¥e third quarter of 2011, and $193,000, of&if the first nine months of
2011, as compared to the same periods of 201&Nadge to the costs of a new operations centela pacessing expense increased
$164,000, or 14.7% in the third quarter of 201H $h88,000, or 5.3% for the first nine months of 20compared to the same periods
of 2010, primarily due to data processing cosisteel to investment management and trust servicesitére and equipment expense
decreased $10,000 or 3.2% for the third quart@0dfL, and increased $47,000, or 4.9% for thediiret months of 2011, as compared
to the same periods in 2010.

FDIC insurance expense declined $159,000, or 31f@the third quarter of 2011, and $201,000 oA for the first nine months of
2011, as compared to the same periods in 2010.d@treases are due to a change in the base on thbiassessment is calculated
combined with lower assessment rates in 2011.

Other non-interest expenses decreased $111,00Q%rid the third quarter of 2011, and increaseB3BID or 7.9% in the first nine
months of 2011, as compared to the same peric28li@. The increase for the nine months periodduaslargely to $400,000 write-
down on a previously foreclosed property, and $302 write-down of fixed assets related to a bugdienovation. This category also
includes legal and professional fees, MSR amoitinatidvertising, printing, mail and telecommunigas, none of which had
variances which were individually significant.

Income Taxes

In the third quarter of 2011, Bancorp recorded medax expense of $2,472,000, compared to $2,507¢#Ghe same period in 2010.
The effective rate for the three month period wa€9% in 2011 and 28.3% in 2010. Bancorp recordedme tax expense of
$7,115,000 for the first nine months of 2011, coredao $6,992,000 for the same period in 2010. &ffective rate for the nine mor
period was 29.2% in 2011
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and 29.3% in 2010. The increase in the effedtixerate from the quarter ended September 30, Dftte quarter ended
September 30, 2011 was primarily related to deeeasthe non-taxable income for cash value ofififeirance in 2011, while this
generated non-taxable income in 2010.

Commitments

Bancorp utilizes a variety of financial instrumeirtshe normal course of business to meet the isnmeeds 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 aletierminable contractual obligations.

b) Financial Condition
Balance Sheet

Total assets increased $85.0 million, or 4.5%, f&in®03 billion on December 31, 2010 to $1.988dsllon September 30, 2011.
Contributors of the increase in assets were loahigh increased $30.6 million in the first nine niws) and investment securities,
which increased $41.6 million as a result of pusitg short-term securities.

Total liabilities increased $71.3 million, or 4.1%gom $1.733 billion on December 31, 2010 to $1.80Hon on September 30, 2011.
The most significant component of the increase iwaeposits of $83.1 million or 5.6% in supportasket growth. Securities sold
under agreement to repurchase increased $9.7 milid6.2%, while federal funds purchased decre®$2d million or 47.3%.
Other liabilities decreased $8.6 million or 17.1%.December 2010, Bancorp purchased $4.9 millfoseourities for which payment
was due in January 2011, resulting in a payablerded in other liabilities.

Elements of Loan Portfolio

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

(In thousands)

Loans by Type September 30, 2011 December 31, 2010
Commercial and industrii $ 381,64 $ 343,95¢
Construction and developme 152,89: 159,48.
Real estate mortgag
Commercial investmer 362,49¢ 362,90:
Owner occupied commerci 328,89: 316,29:
1-4 family residentia 158,59« 157,98:
Home equity- first lien 38,76¢ 39,44¢
Home equity- junior lien 81,14 91,81
Subtotal: Real estate mortgz 969,89: 968,44(
Consume 34,62¢ 36,541
Total loans $ 1,539,05 $ 1,508,42!
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Bancorp enters into loan participation agreemeritts downstream correspondent banks in the ordinatyse of business to diversify
credit risk. For certain participation loans, las kead lender, Bancorp has retained effectiveraobat the 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. Thbass are included in the loan totals above, acargesponding liability is recorded
in other liabilities. At September 30, 2011 and-Bmber 31, 2010, the total loans of this natureev&0.4 million and $34.8 million,
respectively.

Non-performing Loans and Assets

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

(Dollars in thousands) September 30, 201. December 31, 201
Non-accrual loan: $ 22,67 $ 14,38¢
Troubled debt restructurir 3,931 2,88
Loans past due 90 days or more and still accruing 1,29( 2,04
Non-performing loan: 27,894 19,31«
Foreclosed real estate 8,16¢ 5,44¢
Non-performing assets $ 36,05¢ $ 24,75¢
Non-performing loans as a percentage of total Ic 1.81% 1.28%
Non-performing assets as a percentage of total a 1.81% 1.3(%
Allowance for loan losses as a percentage of nofoipeing loans 104% 132%

Non-performing loans, which include non-accruahwaf $22.7 million, loans past due over 90 dayb<till accruing of $1.3 million,
and loans accounted for as troubled debt restingtof $3.9 million, totaled $27.9 million at Septber 30, 2011. Non-performing
loans were $19.3 million at December 31, 2010 idiclg $14.4 million of noraccrual loans, $2.0 million of loans past due @@day:
and still accruing and loans accounted for as texlidebt restructuring (TDR) of $2.9 million. Timerease in non-accrual loans from
the previous quarter primarily reflected the aduditof a single owner-occupied commercial real edtzn that transitioned to non-
performing status after an extended period of imé&ancorp’s watch list. Bancorp believes thiglitris now moving toward an
orderly liquidation. All loans past due over 9@/sland still accruing are well-collateralized amd i the process of collection. Non-
performing loans represent 1.81% of total loarSegitember 30, 2011 compared to 1.28% at Decemb@030. As noted in the
“Provision for Loan Losses” section of this repamn-performing loans are analyzed in managementiuation 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 September 30, 201 December 31, 201!
Commercial and industrii $ 3191 % 2,32¢
Construction and developme 5,47¢ 4,58¢
Real estate mortgag
Commercial investmer 3,67¢ 3,21«
Owner occupied commerci 6,39¢ 1,42¢
1-4 family residentia 3,44: 1,98¢
Home equity 387 57C
Subtotal: Real estate mortge 13,901 7,194
Consume 96 277
Total loans $ 2267 $ 14,38¢

The increase in non-accrual loans from the secoadter of 2011 primarily reflected the impact cfiagle ownersccupied commerci
real estate loan that transitioned to non-perfognsitatus as described above. . However, thushiintrease in these nagerual loan
has been confined to a relatively small numberoofdwers within the portfolio. As of September 2011, Bancorp has eight
borrowers, all in our primary market, who accownt$16.3 million or 72% of total noaecrual loans. Each of these loans is secur
real estate or business assets, and managemadirtiatesl exposure is considered in the allowancéofmm losses methodology.

Effects of Declinesn Real Estate Collateral Values

Bancorp’s principal market, Louisville, has had fowalues decline less than most markets nationagderding to the Federal
Housing Finance Agency. However, continued dedhinepllateral values, including commercial propest impacts Bancorp’s ability
to collect on certain real estate loans when bagrevare dependent on the values of the real esatesource of cash flow. As
borrowers experience difficulty, Bancorp evaludtesr cash flow as well as the collateral valueétermine 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 theatadhl. Bancorp typically requires appraisalseai estate at application and evalu
the transaction upon renewal to determine if mackeditions and other factors such as cash flowamtran updated valuation.
Additionally, Bancorp evaluates the collateral dtind and value upon classification as an impalosth and upon foreclosure. Due to
the above factors, the effects of declines in estdte collateral value have been considered ialtbeance for loan losses.

c) Liquidity

The role of liquidity is to ensure that funds avaitable to meet depositors’ withdrawals and bormsivdemands to fund credit
commitments. This is accomplished by 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 attractds from external sources, principally depositanigement has maintained a
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significantly higher liquidity position in 2010 argD11, because of the difficult economic environtmkaw loan demand, and large
influxes of cash from depositors. When economitdétions improve and rates rise, Management exgegteer utilization of lines of
credit and potential cash outflow as customers a#teknatives to high cash balances. This woudltén greater demand for liquidit
Management believes it has the ability to increase deposits fairly quickly by offering rates ¢iity higher than the market rate and
due to the Bancorp’s relatively low market share.

Bancorp’s most liquid assets are comprised of alskelfor sale marketable investment securitiesfaderal funds sold. Federal funds
sold totaled $25.1 million at September 30, 201iesE investments normally have overnight maturéies are used for general daily
liquidity purposes. The fair value of the availafile sale investment portfolio was $287.0 millianSzptember 30, 2011, and included
an unrealized net gain of $9.2 million. The poitfahcludes maturities of approximately $85.5 noitliover the next twelve months,
which, combined with federal funds sold, offer dab$ial resources to meet either new loan demamedurctions in Bancorp’s deposit
funding base. Bancorp pledges portions of its itnesit securities portfolio to secure public fungalgts, trust deposits and securities
sold under agreements to repurchase. At Septen®hb@031, total investment securities pledged fes¢hpurposes comprised 42% of
the available for sale investment portfolio, leav#$165.2 million of unpledged securities.

Bancorp has a large base of core customer depdsfteed as demand, savings, and money market legposunts. At September 30,
2011, such deposits totaled $1.159 billion andesgnted 74% of Bancorp’s total deposits. Becalesethore deposits are less volatile
and are often tied to other products of Bancorpugh long lasting relationships they do not putygaressure on liquidity. However,
many of our deposit balances are higher than uatvélen market conditions improve, these balancédikély decrease, putting some
strain on our liquidity position. As of Septemi3€, 2011, Bancorp had only $5.9 million or 0.4%aifl deposits, in brokered
deposits, which are entirely comprised of Certificaf Deposit Account Registry Service (CDARS) d&® a program which allows
Bancorp to accept customer deposits in excess 6 fibits through reciprocal agreements with othetwork participating banks in
order to offer FDIC insurance up to as much asréibiion in deposits.

With regard to credit available to Bancorp, the Beana member of the Federal Home Loan Bank of i@imati (“FHLB”). As a
member, the Bank has access to credit productedfiiLB. As of September 30, 2011, the Bank’s tamfuil borrowing capacity with
the FHLB was approximately $113.1 million. Additally, the Bank had federal funds purchased liniéls @orrespondent banks
totaling $85.0 million.

Bancorp’s liquidity depends primarily on the dividis paid to it as the sole shareholder of the Badncorp had sufficient cash on
hand from its 2008 trust preferred securities affgthat it was not necessary for the Bank to fRAai0 quarterly cash dividends or the
quarterly interest payments on its trust prefeseclrities. At September 30, 2011, the Bank mayupato $36.3 million in dividends
to Bancorp without regulatory approval. Priorlie declaration of dividends, management consitiereffect such payments will ha
on total stockholders’ equity and capital ratios.

d) Capital Resources
At September 30, 2011, stockholders’ equity tot&i@83.6 million, an increase of $13.7 million si2ecember 31, 2010. See the
Consolidated Statement of Changes in Stockhold&yaity for further detail of the changes in equigyce the end of 2010.
Accumulated other comprehensive income which, fandrp, consists of net unrealized gains and lagsagcurities available for s
and a minimum pension
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liability adjustment, net of taxes, totaled $5.7liom at September 30, 2011 and $3.1 million at@&eber 31, 2010. The change since
year end is a reflection of maturities within theestment portfolio and the effect of change ieiiest rates on the valuation of the
Bank’s portfolio of securities available for sal€he unrealized pension liability is adjusted aniyuay reference to updated actuarial
data.

Bank holding companies and their subsidiary bam&sequired by regulators to meet risk based dagtiimdards. 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, thalBmust maintain a to
risk-based capital ratio of at least 10%; a Tieatio of at least 6%; and a leverage ratio of asi&%. The following table sets forth
Bancorp’s and the Bank's risk based capital raa®sf September 30, 2011 and December 31, 2010.

September 30 December 31
2011 2010
Total risk-based capital (1
Consolidatec 14.439% 13.9%%
Bank 12.42% 11.3™%
Tier | risk-based capital (1
Consolidatec 12.56% 12.0€6%
Bank 10.5%% 9.4%
Leverage (2
Consolidatec 10.5(% 10.31%
8.81% 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 capasition 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 Bamagital 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.
€) 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, andiltdexgommon equity per share, all of which are GRAP measures. Bancorp
believes these ratios are important because afuhééspread 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 teethatios.
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The following table reconciles Bancorp’s calculatif the measures to amounts reported under US GAAP

(in thousands, except per share data) September 30, 2011 December 31, 2010
Total equity (a $ 183,55! $ 169,86:
Less goodwill (682) (682)
Tangible common equity (i $ 182,87. $ 169,17¢
Total assets (k $ 1,987,95. 1,902,94!
Less goodwill (682) (682)
Total tangible assets ( $ 1,987,.27 $ 1,902,26:
Total shareholde’ equity to total assets (a/ 9.2:% 8.9%%
Tangible common equity ratio (c/ 9.2(% 8.8¢%
Number of outstanding shares ( 13,80 13,73:
Book value per share (a/ $ 13.3C $ 12.3i
Tangible common equity per share (¢ 13.2¢ 12.3

f)  Recently I ssued Accounting Pronouncements

In September 2011, the FASB issued ASU No. 2011&ngibles—Goodwill and Othemwhich permits an entity to make a
qualitative assessment of whether it is more litebn not that a reporting unit’s fair value isslélsan its carrying amount before
applying the two-step goodwill impairment testaif entity concludes it is not more likely than tiwt the fair value of a reporting unit
is less than its carrying amount, it need not perfthe two-step impairment test. The ASU is effeefior annual and interim goodwiill
impairment tests performed for fiscal years begigrafter December 15, 2011. The adoption of ASW1208 is not expected to have
an impact on Bancorp'’s financial statements.

In May 2011, the FASB issued ASU No. 2011-Bfmendments to Achieve Common Fair Value MeasureanenDisclosure
Requirements in U.S. GAAP and International FinahBeporting Standards (Topic 820)-Fair Value Maasnent(ASU 2011-04), to
provide a consistent definition of fair value amcsere that the fair value measurement and dis@awmguirements are similar between
U.S. GAAP and International Financial Reportingrig@rds. ASU 2011-04 changes certain fair value areasent principles and
enhances the disclosure requirements particularliefel 3 fair value measurements. ASU 2011-Gffisctive for Bancorp in its first
quarter of fiscal 2012 and will be applied prospesty. Bancorp is evaluating the impact of ASU 264, but currently believes there
will be no significant impact on its consolidatédaicial statements.

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.”
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Iltem 4. Controls and Procedures

Bancorp maintains disclosure controls and proceddesigned to ensure that it is able to collecirtfmation it is required to disclose in
reports it files with the Securities and Exchangen@ission (“SEC”)and to record, process, summarize and reportrifasmation within ths
time periods specified in the rules and forms ef#EC. Based on their evaluation of Bancorp’sloéstce 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 ttecglprocess and disclose the information it ¢uned to disclose in reports it files with the
SEC within the required time periods.

Based on the evaluation of Bancorp’s disclosurdrosiand procedures by the Chief Executive an@&fJfinancial Officers, there were no
significant changes during the quarter ended Sdpe0, 2011 in Bancorp’s internal control ovegfinial reporting that has materially
affected, or is reasonably likely to materiallyesff, Bancorp’s internal control over financial repu.

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 Barttoipg the three months ended
September 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 (2)

July 1- July 31 9 % 23.9i — —
August 1- August 31 — — — —
September - September 3 — —

(1) Third quarter 2011 activity represents sharesarfkstvithheld to pay taxes due upon the exercisaifk appreciation rights. This
activity has no impact on the number of sharesriat be purchased under a Board-approved plan.

(2) The Board of Directors of S.Y. Bancorp Inc. firgjppaoved a share buyback plan in 1999, and substdguxpanded the plan to allow
for the repurchase of additional shares. The steplirchase program expired in November 2008 aadhbiabeen 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. September 30, 2011 Quarterly Repofanm 10-Q, filed on

November 4, 2011, formatted in eXtensible BusirRsporting Language (XBRL
(1) Consolidated Balance She:
(2) Consolidated Statements of Inco
(3) Consolidated Statements of Cash Fl¢
(4) Consolidated Statement of Changes in Stockhc' Equity
(5) Consolidated Statements of Comprehensive Inc
(6) Notes to Consolidated Financial Statem

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: November 4, 2011 By: /s/ David P. Heintzma

David P. Heintzman, Chairms
and Chief Executive Office

Date: November 4, 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 FormQ@0f S.Y. Bancorp, Inc.;

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

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

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

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

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

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

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

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

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

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

Date: November 4, 2011 By: /s/ David P. Heintzma

David P. Heintzmar
Chairman ant
Chief Executive Office




Exhibit 31.2

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

I, Nancy B. Davis, certify that:

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

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

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

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

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

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

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

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

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

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

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

Date: November 4, 2011 By: /s/ Nancy B. Davit

Nancy B. Davis, Executive Vic
President, Treasurer and Ch
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 8ayier 30, 2011 (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: November 4, 2011 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office

Date: November 4, 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.




