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Part |
Item 1. Business

S. Y. Bancorp, Inc. (“Bancorp” or “Companyijas incorporated in 1988 and is a Kentucky corpomdteadquartered in Louisville, Kentuc
Bancorp is a bank holding company registered veititl subject to supervision, regulation and exanundty the Board of Governors of the
Federal Reserve System. Bancorp has two subssli&@ieck Yards Bank & Trust Company (the Bank) &nd. Bancorp Capital Trust Il (the
Trust). The Bank is wholly owned and is a statetelnad bank. Because Bancorp has no operatiorns o#n, its business and that of the
Bank are essentially the same. The operationseoBaink are fully reflected in the consolidatefinial statements of Bancorp. Accordin
references to “Bancorp” in this document may encasspboth the holding company and the Bank. ThetTswa Delaware statutory trust that
is a 100%-owned finance subsidiary of Bancorp. I$ete 11 to Bancorg' consolidated financial statements for furthecaision of the Tru:
and its accounting treatment.

Stock Yards Bank & Trust Company

Stock Yards Bank & Trust Company is the bankingsgdiary of Bancorp and was chartered in 1904. Baek is headquartered in Louisvi
Kentucky and provides commercial and personal lman&ervices in the Louisville, Kentucky, Indianapplndiana and Cincinnati, Ohio
metropolitan markets through 30 full service bagkiffices (See “ITEM 2. PROPERTIES”). The Banklertered under the laws of the
Commonwealth of Kentucky. In addition to tradittdcommercial and personal banking activities,Baak has an investment management
and trust department offering a wide range of taghinistration, investment management, employeefitgplan and estate administration,
and financial planning services. This departmgmtrates under the name of Stock Yards Trust Compahg Bank also originates and sells
singlefamily residential mortgages through Stock Yardstgage Company. Additionally, the Bank offers sé@s brokerage services in t
name of Stock Yards Financial Services throughreangement with a third party broker-dealer. Se&N3 to Bancorp’s consolidated
financial statements for information relating te Bank’s business segments.

At December 31, 2011, the Bank had 480 full-timeieglent employees. Management of Bancorp stitiwdse an employer of choice and
considers the relationship with employees to bedgoo

Supervision and Regulation

Bank holding companies and commercial banks amnektely regulated under both federal and stats.|l&khanges in applicable laws or
regulations may have a material effect on the lassimnd prospects of Bancorp and the Bank.

Bancorp, as a registered bank holding companyligest to the supervision of and regulation byFeederal Reserve Board under the Bank
Holding Company Act of 1956. In addition, Bancaspsubject to the provisions of Kentucky’s bankiag$ regulating bank acquisitions and
certain activities of controlling bank shareholders

Kentucky and federal banking statutes delineatmssible activities for Kentucky state-charteredkm Kentucky’s statutes, however,
contain a super parity provision for Kentucky bahksing a top one or two rating in its most reaegulatory examination. This provision
allows a state bank to engage in any banking &gftiviwhich a national bank in Kentucky, a statalbaperating in any other state, or a
federally chartered thrift could engage. The bamist first obtain a legal opinion specifying thatstory or regulatory provisions that permit
the activity.

The Bank is subject to the supervision of the KekyuDepartment of Financial Institutions and thelém@l Deposit Insurance Corporation.
The Federal Deposit Insurance Corporation (FDIG)ias the deposits of the Bank to the current maxisnof $250,000 per depositor for
time and demand deposit accounts and self-direete@dment accounts. In addition, the FDIC inswakbalances in non-interest bearing
demand deposit accounts of the Bank through Dece81he2012 as part of the Dodd-Frank Wall StredbRe and Consumer Protection Act
signed into law in 2010.
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The Gramm-Leach-Bliley Act (the “GLB Act”) allowsf affiliations among banks, securities firms amslirance companies by means of a
financial holding company (“FHC"). In most casd® treation of an FHC is a simple election andcedid the Federal Reserve Board. The
GLB Act requires that, at the time of establishmafrdn FHC, all depository institutions within thadrporate group must be “well managed”
and “well capitalized” and must have received agpof “satisfactory” or better under its most ret€ommunity Reinvestment Act
examination. Further, non-banking financial firmfar @xample an insurance company or securities) fimay establish an FHC and acquire a
depository institution. While the distinction bewvebanks and non-banking financial firms has béemibg over recent years, the GLB Act
makes it less cumbersome for banks to offer sesviibleancial in nature” but beyond traditional cormrial banking activities. Likewise, non-
banking financial firms may find it easier to offegrvices that had, heretofore, been provided piliyrtay depository institutions.
Management of Bancorp has chosen not to becoméi@nale this time, but continues to evaluate the Hiesnand costs of such a structure.

In response to the stresses experienced in thecimlanarkets, the Emergency Economic Stabilizafion(EESA) was enacted in 2008.
Pursuant to its authority under EESA, Treasurytectthe TARP Capital Purchase Program (CPP) unbdtwthe Treasury Department
would invest up to $250 billion in senior preferigdck of U.S. banks and savings associationsedr ldolding companies. Although it was
approved for participation, Bancorp declined tatipgrate in federal TARP funding because its cdpéeels were and remain significantly in
excess of what is required to be considered “wagtitalized” under regulatory standards.

The Dodd-Frank Wall Street Reform and Consumerdetimn Act of 2010 (the “Dodd-Frank Act”) was sighiato law in 2010. Generally,
the Dodd-Frank Act was effective the day afteraisvsigned into law, but different effective datpplg to specific sections of the law. This
new extensive and complex legislation containedynmaw provisions affecting the banking industryliming:

. Creation of a new Bureau of Consumer Financialdtain

. Determination of debit card interchange rates leyRderal Reserve Board

. New regulation over derivative instruments

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

. Phase outs of certain forms of trust preferred dadthybrids previously included as bank capital

. Increases to FDIC deposit coverage, increased paamkiums, and numerous other provisions affectimgnicial institution

regulation, oversight of certain non-banking orgations, investor protection, etc.

Uncertainty remains as to the ultimate impact ef@rodd-Frank Act, which could have an adverse impacdhe financial services industry as
a whole and on Bancorp’s business, results of ¢ipasaand financial condition.

In 2009, as part of its efforts to rebuild the Dgiptnsurance Fund, the FDIC levied a special assent applicable to all insured depository
institutions totaling 5 basis points of each ingi@n’s total assets less Tier 1 capital as of Bhe2009. In lieu of further special assessments.
in November 2009, the FDIC required all insuredadifory institutions, with limited exceptions, toepay their estimated quarterly ribksec
assessments for the fourth quarter of 2009 andlfaf 2010, 2011 and 2012.

In 2011, per the Dodd-Frank Act, the FDIC redefitteel deposit assessment base as average congbliokaieassets minus average tangible
equity, and adopted a new assessment rate schefthdéve April 1, 2011. This revision resultedsomewhat lower FDIC insurance expe
for Bancorp beginning in 2011.

Available Information

Bancorp files reports with the SEC including thenéial Report on Form 10-K, quarterly reports on FA0¥Q, current event reports on
Form 8-K, and proxy statements, as well as any dments to those reports. The
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public may read and copy any materials the Regisfii@s with the SEC at the SEC’s Public RefereRcem at 100 F Street, NE,
Washington, DC 20549. The public may obtain infaiioraon the operation of the Public Reference Rbgmaalling the SEC at 1-800-SEC-
0330. The SEC maintains an internet site that eastaports, proxy and information statements ahdranformation regarding issuers that
file electronically with the SEC at http://www.sgov. Bancorp’s Annual Report on Form 10-K, qudyteeports on Form 10-Q, current
reports on Form 8-K, and amendments to those refitetl or furnished pursuant to section 13(a)%(d} of the Exchange Act are accessible
at no cost on Bancorp’s web site at http://www.egn after they are electronically filed with orrished to the SEC.

Item 1A. Risk Factors

Investments in Bancorp’s common stock or trustgarefl securities involve risk, and Bancorp’s padfility and success may be affected by a
number of factors including those discussed below.

Financial condition and profitability depend significantly on local and national economic conditions.

Our success depends on general economic condii@hdocally and nationally. Most of Bancorp’s taraers are in the

Louisville, Indianapolis, and Cincinnati metropalitareas. Some of Bancorp’s customers are dinestigcted by the local economy while
others have more national or global business dgaliBome of the factors influencing general ecooa@unditions include recession,
unemployment, and inflation. Poor economic condgibave an unfavorable impact on the demand obiess for loans, the ability of some
borrowers to repay these loans, availability ofai#s and the value of the collateral securingdtieans.

Bancorp offers a variety of secured loans, inclgdiommercial lines of credit, commercial term lgaiesl estate, construction, home equity,
consumer and other loans. Over half of Bancor@sdoare secured by real estate (both residentiat@mmercial) in Bancorp’s market area.
Adverse changes in the local or national econondcoegatively affect the customer’s ability to pghgse loans. In instances where
borrowers are unable to repay their loans fromnasthere has been deterioration in the value ofdthe collateral, Bancorp could experience
higher loan losses. Additional increases in loas fprovisions may be necessary in the future. ideagion in the quality of the credit
portfolio could have a material adverse effectioaricial condition, results of operations, andnudtiely capital.

Declines in the housing market over the past fearg,gfalling home prices, increasing foreclosuvegmployment and under employment
have negatively impacted the credit performancealf estate related loans and resulted in sigmifisaite downs of asset values by many
financial institutions. These write downs have ealsiany financial institutions to seek additioragpital, to reduce or eliminate dividends, to
merge with larger and stronger institutions andsame cases, to fail. This market turmoil has ¢edrt increased level of commercial and
consumer delinquencies, lack of consumer confidencesased market volatility and widespread reiduodf business activity generally. To
date, the impact of these adverse conditions hialseen as severe in the markets Bancorp servesaldmarket conditions not improve and
foreclosed assets increase significantly, Bancdtgsebility to approach collateral sales in an enrg fashion to minimize losses may be
reduced and management may be forced to liquidatdgm loans more rapidly, thus increasing the tosthese assets.

Significant stock market volatility could negatively affect Bancorp’s financial results.

Capital and credit markets experience volatilitd aisruption from time to time. These conditiotage downward pressure on credit
availability, credit worthiness and customers’ inations to borrow. Prolonged volatility or a siigant disruption could negatively impact
customers’ ability to seek new loans or to repagtag loans. The personal wealth of many of beers and guarantors has historically
added a source of financial strength to certaindaand would be negatively impacted by severe nhad@ines. Sustained reliance on their
personal assets to make loan payments would riestéterioration of their liquidity, and could rédisin loan defaults.
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Income from investment management and trust servioastitutes an average of 40% of non-interesinmec Trust assets under management
are expressed in terms of market value, and afignt portion of fee income is based upon thodees While investment management and
trust fees are based on market values, they typidalnot fluctuate directly with the overall stoglarket. Accounts typically contain fixed
income and equity asset classes, which generalit te market fluctuations inversely to each oth&s.a broad approximation, a 10% droy
the S&P 500 index would decrease investment manageamnd trust fees approximately 2 — 4%.

If actual loan losses are greater than Bancorp’s Elwance assumption for loan losses, earnings couliécrease.

Bancorp’s loan customers may not repay their l@aterding to the terms of these loans, the colidtarcuring the payment of these loans
may be insufficient to ensure repayment and thdttved guarantors providing guarantees to suppgwsé loans may be insufficient to aid in
the repayment of these loans. Accordingly, Bancoay experience significant credit losses whichldtiave a material adverse effect on
operating results. Bancorp makes various assungptiad judgments about the collectability of trenlportfolio, including the
creditworthiness of borrowers and the value of esshte and other assets serving as collatere¢fiayment of many loans. In determining
the adequacy of the allowance for loan losses, &anconsiders, among other factors, an evaluati@onomic conditions and Bancorp’s
loan loss experience. Management continues t@beecned that the prolonged economic downturn aosipects for uncertain recovery will
continue to take a toll on Bancorp’s loan portfaiad underlying collateral values, extending itpaet to lending relationships that have to
date not been identified. If Bancorp’s assumptiois/e to be incorrect or economic problems are gtitan projected, the current allowance
may not be sufficient to cover loan losses andsidjants may be necessary to allow for differenhendc conditions or adverse
developments in the loan portfolio. Such addititmthe allowance, if necessary, could have a ri@tdverse impact on financial results.

In addition, federal and state regulators peridfjicaview Bancorp’s allowance for loan losses amaly require an increase in the provision
for loan losses or loan charge-offs. If the requaagencies require any increase in the proviofoan losses or loan charge-offs for which
Bancorp had not allocated, it would have a negatffect on net income.

Fluctuations in interest rates could reduce profitéility.

Our primary source of income is from the net intespread, the difference between interest earnddams and investments and the interest
paid on deposits and borrowings. Bancorp expegetiodically experience “gaps” in the interegersensitivities of Bancorp’s assets and
liabilities, meaning that either interest-beariraplilities will be more sensitive to changes in kwdrinterest rates than interest-earning assets,
or vice versa. In either event, if market intemages should move contrary to Bancorp’s positibis, “gap” will work against Bancorp and
earnings will be negatively affected.

Many factors affect the fluctuation of market istrrates, including, but not limited to the foliag:

» Inflation or deflation;

*  recession;

e arise in unemployment;

»  tightening money supply;

* international disorder and instability in foreigndncial markets;
» the Federal Reserve reducing rates; and

e competition from other financial institutions.

Bancorp’s interest rate sensitivity analysis inthsaan increase in interest rates of up to 2% wdefitease net interest income, primarily
because the majority of Bancorp’s variable ratesd@ave floors of 4% or higher, and are indexatiégorime rate. Since the prime rate is
currently 3.25%, rates would have to increase rtttaa 75 bp before the rates on such loans will ridgis effect negatively impacts the eft
of rising rates. Deposit rates generally do nptioe as quickly as loans which negatively affexmings as
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rates decline. Bancorp’s asset-liability managdrstrategy, which is designed to mitigate risk fronanges in market interest rates, may not
be able to prevent changes in interest rates fraviny a material adverse effect on Bancorp’s resaflbperations and financial condition.
Bancorps most recent earnings simulation model estimatiegmpact of changing interest rates on earnindgates net interest income v

be virtually unchanged if interest rates immediatidcrease 100 basis points for the next 12 mamtslecrease approximately 0.5% if rates
increase 200 basis points. Prevailing interestrate at historically low levels, and current éadiions are that the Federal Reserve will likely
maintain the low rates for the next few years.

Competition with other financial institutions could adversely affect profitability.

Bancorp operates in a highly competitive industiat tcould become even more competitive as a resldgislative, regulatory and
technological changes and continued consolidaBancorp faces vigorous competition from banks aheérdfinancial institutions. A number
of these banks and other financial institutionsehswbstantially greater resources and lendingdirtarger branch systems and a wider array
of banking services. Additionally, Bancorp encousitompetition from smaller community banks in Banpés markets. Bancorp also
competes with other non-traditional providers agficial services, such as brokerage firms andansgrcompanies. This competition may
reduce or limit margins on banking services, reduegket share and adversely affect results of dipasaand financial condition.

Credit unions, whose membership is no longer tied $ingle company, have grown in popularity amé,sind their expansion into business
lending is growing. Because credit unions aresobiject to federal income tax, and Bancorp paysriddncome tax at a marginal rate 35%,
these companies have a significant competitive rtegge over Bancorp. This advantage may have ginegapact on Bancorg’growth an
resultant financial results as these credit unzmrginue to expand.

Bancorp’s accounting policies and methods are crital to how Bancorp reports its financial conditionand results of operations. They
require management to make estimates about mattethat are uncertain.

Accounting policies and methods are fundamenthbte Bancorp records and reports its financial cowliand results of operations. Banc
must exercise judgment in selecting and applyimrgéehaccounting policies and methods so they cowmipfiyAccounting Principles Generally
Accepted in the United States of America (US GAAP).

Bancorp has identified certain accounting poligeseing critical because they require managemigmiggnent to ascertain the valuations of
assets, liabilities, commitments and contingendegariety of factors could affect the ultimate walthat is obtained either when earning
income, recognizing an expense, recovering an,assetducing a liability. Bancorp has establiskethiled policies and control procedures
that are intended to ensure these critical accogmstimates and judgments are well controlledagopdied consistently. In addition, the
policies and procedures are intended to ensurettagirocess for changing methodologies occurs iappropriate manner. Because of the
uncertainty surrounding Bancorp’s judgments andeitemates pertaining to these matters, there earmtassurances that actual results will
not differ from those estimates. See the “Critisatounting Policies” in the “Management’s Discussand Analysis of Financial Condition
and Results of Operations” for more information.

An extended disruption of vital infrastructure or a security breach could negatively impact Bancorp’dusiness, results of operations,
and financial condition.

Bancorp’s operations depend upon, among othershinfrastructure, including equipment and fa@hti Extended disruption of vital
infrastructure by fire, power loss, natural disgsielecommunications failure, information systdmsaches, terrorist activity or the domestic
and foreign response to such activity, or othenteutside of Bancorp’s control could have a niatedverse impact on the financial
services industry as a whole and on Bancorp’s legsirresults of operations and financial conditBamcorp’s business continuity plan may
not work as intended or may not prevent signifidgatdrruption of
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operations. The occurrence of any failures, iof@ions, or security breaches of information systeould damage Bancorp’s reputation,
result in the loss of customer business, subjetd aslditional regulatory scrutiny, or expose usitd litigation and possible financial
liability, any of which could have an adverse effes Bancorp’s financial condition and results p&mation.

Bancorp’s assets which are at risk for cyber-agagklude financial assets and non-public infororatielonging to customers. Bancorp
utilizes several third-party vendors who have agte®ur assets via electronic media. Certainrcgeeurity risks arise due to this access,
including cyber espionage, blackmail, ransom, &edtt Bancorp employs many preventive and deteatontrols to protect its assets, and
provides mandatory recurring information secunigjrting to all employees. Bancorp requires idesdifihird parties to have similar or
superior controls in place. Bancorp did not suffenaterial incident in the years reported her@ancorp maintains insurance coverage to
prevent material financial loss from cyber-attacks.

Bancorp operates in a highly regulated environmenand may be adversely affected by changes in federatate and local laws and
regulations.

Bancorp is subject to extensive regulation, sugémiand examination by federal and state bankinigagities. Any change in applicable
regulations or federal or state legislation cowdgiéha substantial impact on the bank and its cpesat Additional legislation and regulations
may be enacted or adopted in the future that ceighificantly affect Bancorp’s powers, authoritydamperations, which could have a material
adverse effect on Bancorp’s financial condition agglilts of operations. The exercise of regulapmyer may have negative impact on
Bancorp’s results of operations and financial ctodi

Item 1B. Unresolved Staff Comments

Bancorp has no unresolved SEC staff comments.

Item 2. Properties

The principal offices of Bancorp and the Bank aeated at 1040 East Main Street, Louisville, Kekyud@ he Bank’s operations center is at a
separate location. In addition to the main offioenplex and the operations center, the Bank owndatdi3ch properties at December 31,
2011, two of which are located on leased landthAt date, the Bank also leased 16 branch fagilitief the 30 banking locations, 25 are
located in the Louisville Metropolitan Statistidalea (“MSA”), two are located in the IndianapolisS¥ and three are located in the
Cincinnati MSA. In 2011, Bancorp acquired propéddyone additional location in the Indianapolisriket projected to open in 2012. See
Notes 5 and 17 to Banc(s consolidated financial statements for the yemteel December 31, 2011, for additional informatielating to
amounts invested in premises, equipment and leasenéments

Item 3. Legal Proceedings

See Note 17 to Bancorp’s consolidated financidestants for the year ended December 31, 201 1nfomnation relating to legal
proceedings.

Item 4. Mine Safety Disclosures

Not applicable
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Executive Officers of the Registrant

The following table lists the names and ages d3eakember 31, 2011 of all current executive offiadfrBancorp and the Bank. Each
executive officer is appointed by Bancorp’s Boafdaectors to serve at the discretion of the Bodtdere is no arrangement or
understanding between any executive officer of Bgmor the Bank and any other person(s) pursuawhioh he/she was or is to be selected
as an officer.

Name and Age Position and Offices

of Executive Officer with Bancorp and/or the Bank

David P. Heintzman Chairman of the Board of Directors and Chief Exeeut
Age 52 Officer of Bancorp and the Bair

James A. Hillebrand President and Director of Bancorp and the Bank
Age 43

Kathy C. Thompson Senior Executive Vice President and Director of &ap
Age 50 and the Banl

Nancy B. Davis
Age 56

William M. Dishman Il
Age 48

Executive Vice President, Secretary, TreasurerGindf
Financial Officer of Bancorp and the Ba

Executive Vice President and Chief Risk Officettuf
Bank

Gregory A. Hoeck Executive Vice President of the Bank

Age 61

Philip S. Poindexter Executive Vice President and Chief Lending Offioér
Age 45 the Bank

T. Clay Stinnett Executive Vice President and Chief Strategic Offiule
Age 38 Bancorp and the Bar

Mr. Heintzman was appointed Chairman and Chief Httee Officer effective in January 2006. Priorii®, he served as President of
Bancorp and the Bank since 1992. Mr. Heintzmarejoithe Bank in 1985.

Mr. Hillebrand was appointed President effectivduty 2008. Prior thereto, he served as Execitice President and Director of Private
Banking of the Bank since 2005. From 2000 to 20@4served as Senior Vice President of Private BankMr. Hillebrand joined the Bank
1996.

Ms. Thompson was appointed Senior Executive ViasiBent in January 2006. Prior thereto, she seasdtikecutive Vice President of
Bancorp and the Bank. She joined the Bank in 19@PissManager of the Investment Management andt Drepartment.

Ms. Davis was appointed Executive Vice PresiderBaricorp and the Bank in 1999 and Chief Financféitér in 1993. She joined the Ba
in 1991.

Mr. Dishman joined the Bank and was appointed EtreelVice President and Chief Risk Officer in Fedmy2009. Prior thereto, he served
as Executive Vice President and Chief Credit Offfoe National City Bank’s Kentucky and Tennessegrkats from 2004 to 2009.

Mr. Hoeck joined the Bank and was appointed ExgeWwdice President in May 1998. He is the manad@&atail Banking for the Bank.

Mr. Poindexter was appointed Chief Lending Offiseduly 2008. Prior thereto, he served as ExeeWiice President and Director of
Commercial Lending. Mr. Poindexter joined the BamR004.
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Mr. Stinnett was appointed Executive Vice Presidart Chief Strategic Officer in February 2011.oPthereto, he served as Senior Vice
President and Chief Strategic Officer since 200B. Stinnett joined the Bank in 2000.

Part Il
Item 5. Market for Registrant’s Common Equity, Related Stod&holder Matters and Issuer Purchases of Equity Seaities

Bancorp’s common stock is traded on the NASDAQ @l@elect Market under the ticker symbol SYBT.oPto July 2006, the stock traded
on the American Stock Exchange under the symbol SYie table below sets forth the quarterly higt Emv market closing prices of
Bancorp’s common stock and dividends declared Ipares The payment of dividends by the Bank to Bgm@osubject to the restriction
described in Note 16 to the consolidated finanstialements. Management believes that Bancorp avillicue to generate adequate earnin
continue to pay dividends on a quarterly basis.D@noember 31, 2011, Bancorp had approximately 1s#areholders of record, and
approximately 3,600 non-objecting beneficial owrfea&ling shares in nominee or “street” name.

2011 2010
Cash dividends Cash dividends
Quarter High Low declared High Low declared
First $ 25.1¢ $ 23.71 $ 0.1¢ $ 23.3¢ % 20.0C $ 0.17
Seconc 25.7¢ 22.5(C 0.1¢ 24.9¢ 22.8¢ 0.17
Third 23.97 18.0¢ 0.1¢ 25.44 22.9¢ 0.17
Fourth 21.2¢ 18.2¢ 0.1¢ 25.2( 23.8¢ 0.1¢

The following table shows information relating teetrepurchase of shares of common stock by Barmtoipg the three months ended
December 31, 2011.

Total number of Maximum Number

Total number of Shares Purchased as of Shares that May

Shares Average price Part of Publicly Yet Be Purchased

Purchased (1) Paid Per Share Announced Plan (2) Under the Plan
October 1-October 31 6,07¢ $ 20.4( — —
November -November 3( 11,73 20.7¢ — —
December 1-December 31 64€ 20.71 = =
Total 18,45¢ $ 20.64 — —
(1) Fourth quarter 2011 activity represents sharegsdared by officers to pay the exercise price@flsbptions. This activity has no

impact on the number of shares that may be purdhaseéer a Board-approved plan.
(2) Since 2008, there has been no active share buyhackn place.

The following performance graph and data shallbeotieemed filed for purposes of Section 18 of #euBties Exchange Act of 1934 or
otherwise subject to the liabilities of that sextioor shall it be deemed soliciting material dpjsat to Regulation 14A of the Exchange Ac
incorporated by reference in any filing under thetange Act or the Securities Act of 1933, excepslaall be expressly set forth by specific
reference in such filing.
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The graph compares the performance of Bancorp Can8tack to the Russell 2000 index, the SNL NASDA&hBindex and the SNL
Midwest Bank index for Bancorg’last five fiscal years. The graph assumes theevad the investment in Bancorp Common Stock arehist
index was $100 at December 31, 2006 and that\atletids were reinvested.

Total Return Performance

120
100 W /l\\n
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)
=
]
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E 60 |
——5 Y. Bancorp, [hc.
40 +— —a—FRussell 2000
—i— ShL Micwasl Bark
—a— S Bank NasDad
20 ! i : i
12431108 12731107 12431108 12/31/08 1243110 123111
Period Ending
Index 12/31/06 12/31/07 12/31/08 12/31/09 12/31/10 12/31/11
S.Y. Bancorp, Inc 100.0( 87.71 103.5¢ 82.8¢ 98.0% 84.7¢
Russell 2000 Inde 100.0( 98.4: 65.1¢ 82.8¢ 105.1+ 100.7¢
SNL Midwest Bank Inde: 100.0( 77.9¢ 51.2¢ 43.4F 53.9¢ 50.97
SNL NASDAQ Bank Inde; 100.0( 78.51 57.0z 46.2¢ 5457 48.4z2
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Item 6. Selected Financial Data

Selected Consolidated Financial Data

(Dollars in thousands Years ended December 3

except per share data 2011 2010 2009 2008 2007

Net interest incom $ 70,73: $ 66,87¢ $ 58,67¢ $ 56,85¢ $ 53,69
Provision for loan losse 12,60( 11,46¢ 12,77¢ 4,05( 3,52¢
Net income 23,60: 22,95:¢ 16,30¢ 21,67¢ 24,05
Per share data

Net income, basi $ 1.71 % 168 $ 1.2C $ 161 $ 1.7C
Net income, dilutec 1.71 1.67 1.1¢ 1.5¢ 1.67
Cash dividends declart 0.7z 0.6¢ 0.6¢ 0.6¢ 0.6:
Book value 13.5¢ 12.3i 11.2¢ 10.72 9.7¢
Market value 20.5: 24 .5k 21.3¢ 27.5( 23.9¢
Average balances

Stockholder' equity $ 179,63t $ 163,57. $ 150,72: $ 136,11: $ 139,35
Assets 1,959,60! 1,847,45 1,717,47. 1,567,96 1,413,61.
Federal Home Loan Bank advan: 60,43¢ 69,15¢ 80,90 86,01 65,69¢
Long-term debt 40,90( 40,90: 40,93( 3,361 93
Selected ratios

Return on average ass 1.2(% 1.24% 0.95% 1.3¢% 1.7(%
Return on average stockholc’ equity 13.1¢4 14.0: 10.8: 15.9: 17.2¢
Average stockholde’ equity to average ass¢ 9.17 8.8t 8.7¢ 8.6¢ 9.8¢
Net interest rate sprei 3.7¢ 3.74 3.4: 3.6( 3.6:
Net interest rate margin, fully t-equivalent 3.9¢ 3.9¢ 3.74 3.9¢ 4.2~
Efficiency ratio 56.41 56.01 58.7( 57.2i 54.6¢
Non-performing loans to total loar 1.51 1.2¢ 0.84 0.3t 0.2¢
Non-performing assets to total ass 1.51 1.3C 0.77 0.3¢ 0.4¢
Net charge offs to average loe 0.5t 0.4C 0.5¢ 0.1¢€ 0.2C
Allowance for loan losses to total loz 1.9: 1.6¢ 1.3¢ 1.14 1.1z
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Item 7. Management’s Discussion and Analysef Financial Condition and Results of Operations
Financial Section Roadmap

The financial section of this Form 10-K includesmagement’s discussion and analysis, consolidateghial statements, and the notes to
those financial statements. Bancorp has prepaeefbliowing summary, or “roadmap,” to assist in yoeview of the financial section. It is
designed to give you an overview of S.Y. Bancong, knd summarize some of the more important dgietivand events that occurred during
2011.

Our Business

S.Y. Bancorp, Inc. (Bancorp), incorporated in 19885 no active business operations. Thus, Bancbysiess is substantially the same as
that of its wholly owned subsidiary, Stock YardsnB& Trust Company (the Bank). The Bank has omerabntinuously since it opened in
1904. The Bank conducted business at one locathio85 years and began branching in 1989. At Dece®be2011, the Bank had 25 full
service banking locations in the Louisville MSA avull service banking locations in the IndianapddSA, and three full service banking
locations in the Cincinnati MSA. In 2011, Bancoqumuaired property for one additional location in thdianapolis market projected to opel
the first quarter of 2012. The Bank’s focus orxifide, attentive customer service has been ketstgrowth and profitability. The wide range
of services added by investment management antl $ewurities brokerage, and mortgage originatelpsisupport the corporate philosophy
of capitalizing on full service customer relatioipsh

Financial Section Overview
The financial section includes the following:

Management’s discussion and analysis, or MD&A (gatizthrough 42) — provides information as to thalgsis of the consolidated
financial condition and results of operations ohBarp. It contains management’s view about ingusends, risks, uncertainties, accounting
policies that Bancorp views as critical in lightitsf business, results of operations includingulson of the key performance drivers,
financial position, cash flows, commitments andtowencies, important events, transactions tha¢ leeurred over the last three years, and
forward-looking information, as appropriate.

Financial statements (pages 43 through 47) — irclDdnsolidated Balance Sheets as of the end d¢dishévo years, and Consolidated
Statements of Income, Changes in Stockholders’tEg@bmprehensive Income, and Cash Flows for e&tedast three years. Bancorp’s
financial statements are prepared in accordandeWs GAAP.

Notes to the financial statements (pages 48 thr@&y— provide insight into, and are an integral parttbé financial statements. The notes
contain explanations of significant accounting giel, details about certain captions on the fir@rstatements, information about significant
events or transactions that have occurred, dismussibout legal proceedings, commitments and gpetticies, and selected financial
information relating to business segments. Thesimt¢he financial statements also are preparedéordance with US GAAP.

Reports related to the financial statements aretriat control over financial reporting (pages 8®tlgh 87) — include the following:

* Areport from KPMG LLP, an independent registeretdljc accounting firm, which includes their opinion the fair presentation of
Bancorp’s consolidated financial statements imradterial respects based on their audits;

* Areport from management indicating Bancorp’s resaility for financial reporting and the financistatements;

e Areport from management indicating Bancorp’s resiaility for the system of internal control ovéndncial reporting, including
an assessment of the effectiveness of those cenéodl

e Areport from KPMG LLP, which includes their opimi@n the effectiveness of the Company’s internatmd over financial
reporting.
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Forward-Looking Statements

This report contains forward-looking statementsarrttie Private Securities Litigation Reform Acttthrevolve risks and uncertainties. These
forward-looking statements may be identified by dilse of words such as “expect”, “anticipate”, “plaifioresee” or other words with similar
meaning. Although Bancorp believes the assumptioiierlying the forward-looking statements contdiherein are reasonable, any of these
assumptions could be inaccurate. Factors that amude actual results to differ from results disedsn forward-looking statements include,
but are not limited to: economic conditions botmglly and more specifically in the markets in @hBancorp and its subsidiaries operate;
competition for the Bank’ customers from other providers of financial segsj government legislation and regulation whicangfe from tim

to time and over which Bancorp has no control; gearin interest rates; material unforeseen chandegiidity, deterioration in the real

estate market, results of operations or finan@aldition of the Bank’s customers; or other risktaded in Bancorp'’s filings with the

Securities and Exchange Commission and Item 1AisfRorm 10-K all of which are difficult to prediahd many of which are beyond the

control of Bancorp.
Critical Accounting Policies

Bancorp has prepared the consolidated financiahimétion in this report in accordance with US GAAR.preparing the consolidated
financial statements in accordance with US GAARmd&eap makes estimates and assumptions that dffeceported amount of assets and
liabilities, disclosure of contingent assets aatilities at the date of the financial statemeats] the reported amounts of revenue and
expenses during the reporting period. There camlgssurances that actual results will not difiem those estimates.

Management has identified the accounting policgtesl to the allowance and provision for loan logsesritical to the understanding of
Bancorps results of operations and discussed this comriugith the Audit Committee of the Board of Directo Since the application of tt
policy requires significant management assumptantsestimates, it could result in materially diffier amounts to be reported if condition:
underlying circumstances were to change. Assumgfiiaclude many factors such as changes in borgvimancial condition which can
change quickly or historical loss ratios relatededain loan portfolios which may or may not bdigative of future losses. To the extent that
management’s assumptions prove incorrect, thetsefsam operations could be materially affectede Thpact and any associated risks
related to this policy on Bancorp’s business openatare discussed in the “Allowance for Loan Le8section below.

Additionally, management has identified the accounpolicy related to accounting for income taxesatical to the understanding of
Bancorp’s results of operations and discusseccthislusion with the Audit Committee of the Boardfectors. The objectives of
accounting for income taxes are to recognize theusrtnof taxes payable or refundable for the curyear and deferred tax liabilities and
assets for the future tax consequences of eveatthidive been recognized in an entity’s financitleshents or tax returns. Judgment is
required in assessing the future tax consequerieageats that have been recognized in Bancorpanfifal statements or tax returns.
Fluctuations in the actual outcome of these futakeconsequences, including the effects of IRS éxatons and examinations by other state
agencies, could materially impact Bancorp’s finahpbsition and its results from operations. Audial information regarding income taxes
is discussed in the “Income Taxes” section below.

Overview of 2011

The following discussion should be read in conjiorctvith Bancorp’s consolidated financial statenseantd accompanying notes and other
schedules presented elsewhere in this report.

In 2011, Bancorp completed a year of asset andsitegrmwth with net income totaling $23,604,000,imerease of 3% over 2010. Increased
profitability was primarily due to a decline in @rest expense and tax expense, partially offséidher non-interest expenses. Diluted
earnings per share for 2011 increased 2% over 0%0.71, exceeding the highest amount recordathyrprior year.

As is the case with most banks, the primary soaf@ancorp’s revenue is net interest income and fieem various financial services
provided to customers. Net interest income iddifference between interest

14




Table of Contents

income earned on loans, investment securities #rat mterest earning assets less interest expandeposit accounts and other interest
bearing liabilities. Loan volume and the intenegés earned on those loans are critical to ovprafitability. Similarly deposit volume is
crucial to funding loans and rates paid on depahiitctly impact profitability. Business volumeanfluenced by overall economic factors
including market interest rates, business spendimgsumer confidence and competitive conditionkiwithe marketplace.

Bancorp’s loan portfolio increased 2% during 204 $1.5 billion. Increased loan volume contributednterest income in 2011, but the
increase resulting from volume was offset by déogrinterest rates on loans and investments owepdst year. As a result, interest income
for 2011 was essentially level with 2010. Despitmificant deposit growth, interest expense declidue to lower funding costs on deposits
and borrowings. While rates on earning assetsedsed, rates paid on liabilities decreased slightlye, resulting in an increased net interest
spread and a stable net interest margin compar2al.

The magnitude of its investment management andlieuenue distinguishes Bancorp from other simjlaited community banks, making
total non-interest income a continuing key conttdiodo earnings in 2011. Total non-interest incam2011 was essentially level with 2010.
Income from investment management and trust sexvigbich constitutes an average of 40% of non-@steincome, increased 4% for 2011
due to higher asset values and an expanding tlas#. Trust assets under management rose tol§illigd at December 31, 2011, compared
to $1.70 billion at December 31, 2010. While faesbased on market values, they typically do lnctdate directly with the overall stock
market. Accounts typically contain fixed incomedaquity asset classes, which generally react smheto each other. As a broad
approximation, a 10% drop in the S&P 500 index walgcrease fees approximately 2 — 4%. Nonrecufgag such as estate, financial
planning, insurance, and some retirement feesaraffected by the fluctuations in the market. didiion, Bancorp experienced increases in
bankcard transaction income and brokerage incadfésetting these increases was a decline in vallBaocorp’s investment in a domestic
private investment fund.

Higher non-interest expenses for 2011 resulted framreases in occupancy, data processing expdosess on other real estate owned and
other expenses, partially offset by decreaseslariea and benefits and FDIC insurance expensecdp’s efficiency ratio for 2011 of 56.5
increased slightly from 56.0% in 2010.

Also affecting 2011 results, Bancorp’s provision liman losses increased to $12,600,000 compar$il1@69,000 for 2010, in response to
Bancorp’s assessment of inherent risk in the laatfgio. The provision for loan losses is caldaethafter considering credit quality factors,
and ultimately relies on an overall internal analyd the risk in the loan portfolio. The provisioesults from an allowance methodology that
is driven by risk ratings which reflects the impaatrisk ratings resulting from the ongoing econostress on borrowers witnessed from 2
through 2011. Management continues to be concehadhe prolonged economic downturn and prosgectsncertain recovery will
continue to take a toll on Bancorp’s loan portfaiod underlying collateral values, extending itpamt to lending relationships that have to
date not been identified. Bancorp’s allowancddan losses was 1.93% of total loans at Decembge2il1, compared with 1.69% of total
loans at December 31, 2010.

Bancorp’s effective tax rate decreased to 25.820ihl from 28.3% in 2010. The decrease in the 2ffettive tax rate was primarily due to
an adjustment of approximately $700,000, or $0&5share, to Bancorp’s deferred tax assets relatitax-advantaged investments that
Bancorp has made in its primary market area oveyéars. The lower income tax expense also refleatijustments to update the Bancorp’s
reserve for uncertain tax positions, which was ceduvhen the statute of limitations expired wita televant taxing authorities.

Tangible common equity (TCE), a non-GAAP measw®, ineasure of a company’s capital which is usefevaluating the quality and
adequacy of capital. Itis calculated by subtragthe value of intangible assets and any prefergeity from the book value of Bancorp.
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A summary of Bancorp’s TCE ratios at December ®1,12and 2010 is shown in the following table.

(in thousands, except per share data) December 31, 201  December 31, 201!
Total equity $ 187,68t $ 169,86:
Less goodwill (682) (682)
Tangible common equity 187,00« 169,17¢
Total asset 2,053,09 1,902,94!
Less goodwill (682) (682
Total tangible assets 2,052,41! 1,902,26.
Tangible common equity ratio 9.11% 8.85%
Number of outstanding shar 13,81¢ 13,73:
Tangible common equity per share $ 13.5: $ 12.32

See “Non-GAAP Financial Measures” for reconcilemaint CE to US GAAP measures.

Challenges for 2012 will include managing credialify, achieving continued loan growth, and manggdntreasing regulatory requirements.

Management continues to be concerned that a cattieaonomic recession will cause a higher levebofperforming loans and
potentially lower loan demand, both of which wouakhatively impact net income. The extended dumatfdche economic downturn
continues to weaken already stressed borrowerssertonditions will likely have an ongoing effentaertain borrowers until overall
business and real estate conditions improve. Memrchould market conditions not improve and florsed assets increase significantly,
Bancorp’s flexibility to approach collateral salasan orderly fashion to minimize losses may baioed and management may be forced
to liquidate problem loans more rapidly, thus imgiag the loss on these assets.

To achieve profitability goals for 2012, net loaimgth must continue at a pace in excess of 201k Wil be impacted by competition
and prevailing economic conditions. Bancorp balgethere is an opportunity for growth, and Bancogliility to deliver attractive

growth over the long-term is linked to Bancorp’s&ess in each market.

The Federal Reserve Board lowered its key shart tate in 2008 to unprecedentedly low levels, atds have remained low through
2009, 2010 and 2011. Indications are that the rab&Reserve will keep short term rates low throlagh 2014. Approximately 40% of
the Bank’s loans are indexed to the prime inteagst and reprice immediately with Federal Reseate changes. However,
approximately 72% of variable rate loans have redadheir contractual floor of 4% or higher, meaningy will not reprice immediately
when the prime rate increases. Deposit rates giyelo not reprice as quickly as loans. Oncesraigin to rise, Bancorp’s net interest
margin likely will be negatively affected until tivecrease exceeds 75 basis points from today’ddeve

Bancorp expects net interest margin to be fairlyststent in 2012 with the level achieved in therfowuarter of 2011 as rates are
expected to be largely unchanged through the faqutiiter of 2012. This would result in a net iassgmargin for 2012 similar to the
level seen in 2011. Increased deposit and lo@nc@hnpetition could negatively impact this expéaotgtas could a decrease in longer
term interest rates.

Bancorp expects a decrease in non-interest incom#0fL2 in gains on sales of mortgage loans helddt®, as Bancorp does not expect
the volume of refinance activity to continue at ffaee experienced from 2009 through 2011. Bancqupats year-over-year increases in
non-interest expense including personnel and octaypaxpenses as it opened a new operations cetdeenovated the main office
complex in 2011, and expects to add an additioraidh location in 2012.
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»  Bancorp anticipates higher non-interest expensesetet the ongoing and increasing burden of additicegulatory requirements.

The following sections provide more details on salg presented in this overview.

Results of Operations

Net income was $23,604,000 or $1.71 per sharediimited basis for 2011 compared to $22,953,000108 B per share for 2010 a
$16,308,000 or $1.19 per share for 2009. Net ircon2011 was positively impacted by:

e A 6% or $3.9 million increase in net interest inam
A 10% or $0.8 million decrease in income tax exgens

Net income for 2011 was negatively impacted
* A 10% or $1.1 million increase in provision for fobbsses.
* A 1% or $0.5 million decrease in non-interest ineom
* A 4% or $2.5 million increase in non-interest exgEn

The following paragraphs provide a more detailealysis of the significant factors affecting opengtresults.

Net Interest Income

Net interest income, the most significant compordrBancor|'s earnings, represents total interest incomettass interest expense. Net
interest spread is the difference between the teyexjfuivalent rate earned on average interestrgpassets and the rate expensed on average
interest bearing liabilities. Net interest marggpresents net interest income on a taxable equit/bhsis as a percentage of average earning
assets. Net interest margin is affected by baghriterest rate spread and the level of non-intdéresring sources of funds. The level of net
interest income is determined by the mix and volwhiaterest earning assets, interest bearing diespansd interest bearing liabilities and by
changes in interest rates. The discussion thatvsllis based on tax-equivalent interest data.

Comparative information regarding net interest medollows:

2011/201¢ 2010/200¢

(Dollars in thousands) 2011 2010 2009 Change Change
Net interest income, t-equivalent basi $ 72,26: $ 68,26: $ 59,72¢ 5.€% 14.5%
Net interest sprea 3.7% 3.7 % 3.4%% 5bp 31bp
Net interest margil 3.9%% 3.99% 3.74% Obp 25bp
Average earning asse $ 1,809,04. $ 1,712,170 $ 1,596,98 5.7% 7.2%
Five year Treasury bond rate at year 0.8%% 2.02% 2.65% (119)bp (67)bp
Average five yea

Treasury bond rat 1.5(% 1.91% 2.1%% (42)bp (28)bp
Prime rate at year er 3.25% 3.25% 3.25% Obp Obp
Average prime rat 3.25% 3.25% 3.25% Obp Obp

bp = basis point = 1/100th of a percent
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All references above to net interest margin coasibt apply a revised methodology for calculatireg imterest margin and net interest spread,
implemented in the fourth quarter of 2011, and igpiplo all years presented herein, to exclude @patiion loans sold from the calculations.
Such loans remain on Bancorp’s balance sheet ageddyy generally accepted accounting principlesalnse Bancorp retains some form of
effective control; however, Bancorp receives neriest income on the sold portion of these loansdedits revised methodology, these
participation loans sold are excluded in the calttah of margins, which, in Bancorp’s view, provice more accurate determination of the
performance of its loan portfolio.

Prime rate and the five year Treasury bond raténateded above to provide a general indicatiothefinterest rate environment in which the
Bank operated. Approximately $618 million, or 4086the Bank'’s loans are variable rate; most oéheans are indexed to the prime rate
and may reprice as that rate changes. Howeverpaprately $441 million, or 72% of variable ratetes, have reached their contractual fl
of 4% or higher. Approximately $75 million or 1286variable rate loans have contractual floors Wwel86. The remaining $102 million or
16% of variable rate loans have no contractualrfldbe Bank intends to establish floors whenevessfide upon renewal of the loans. The
Bank’s variable rate loans are primarily comprisédommercial lines of credit and real estate loafssinception, most of the Bank’s fixed
rate loans are priced in relation to the five yBarasury bond.

Average loan balances increased $55 million or 3rl82011; however, the declining interest rate eovinent drove average loan yields lo
by 21 basis points. Bancorp grew average intéresting deposits $54 million or 4.4%. Averageriesé costs on interest bearing deposits
decreased 29 basis points, again reflecting thiindleg interest rate market and a more favorable ofideposits. Average Federal Home L
Bank (“FHLB") advances decreased by $8.7 milliorL@r6%, with average rates decreasing by 86 bagitsp Rate changes, combined with
volume changes on loans and deposits, resulteddlatively stable net interest income and netregemargin for 2011 compared to 2010.

Management anticipates a stable prime rate for 20Llide deposit maturities of approximately $144lion, or 35% of total time deposits, in
the first two quarters could spark slight improveitnia interest expense. However, this will be effsy declining overall rates in the loan
portfolio as persistent low prevailing rates arpanted to erode the overall yield on loans andstents. The margin could be impacted
negatively if competition causes increases in diepates or a decline in loan pricing in Bancorpiarkets.

Asset/Liability Management and Interest Rate Risk

Managing interest rate risk is fundamental forfthancial services industry. The primary objectdfa@nterest rate risk management is to
neutralize effects of interest rate changes ornineeime. By considering both on and off-balance sfieancial instruments, management
evaluates interest rate sensitivity while attengptimoptimize net interest income within the coaistis of prudent capital adequacy, liquidity
needs, market opportunities and customer requiresnen

Interest Rate Simulation Sensitivity Analysis

Bancorp uses an earnings simulation model to etgiarad evaluate the impact of an immediate chamg#erest rates on earnings in a one
year forecast. The simulation model is designe@fiect the dynamics of interest earning assetsrést bearing liabilities and ¢balance
sheet financial instruments. By estimating the@ff@f interest rate increases and decreases,dtielran reveal approximate interest rate
risk exposure. The simulation model is used by rganmeent to gauge approximate results given a spetifinge in interest rates at a given
point in time. The model is therefore a tool tdigate earnings trends in given interest rate se@hand does not indicate actual expected
results.
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The December 31, 2011 simulation analysis, whicwshvery little interest rate sensitivity, indicathat an increase in interest rates of 1(
200 basis points would have a slightly negativeafbn net interest income, and a decrease of 468 points in interest rates would have a
slightly positive effect on net interest incomehege estimates are summarized below.

Net interest
income %

change

Increase 200 b (0.5))
Increase 100 b (2.70
Decrease 100 k& 0.01
Decrease 200 k& N/A

Loans indexed to the prime rate, with floors of déhigher, comprise approximately 30% of total lmaiSince the prime rate is currently
3.25%, rates would have to increase more than #ehpe the rates on such loans will rise. Thisatf captured in the simulation analysis
above, negatively impacts the effect of rising satAnalysis of rates increasing 300 bp or highdidates a positive effect on net interest
income.

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

Undesignated derivative instruments described ite20 are recognized on the consolidated balareet st fair value, with changes in fair
value, due to changes in prevailing interest ratxyrded in other non-interest income. Becauseai€hing terms of offsetting contracts, in
addition to collateral provisions which mitigatetimpact of norperformance risk, changes in fair value subsedeeinitial recognition hawv:
a minimal effect on earnings, and are thereforémwtided in the simulation analysis results above.

The following table presents the increases inmietrést income due to changes in rate and volunmpoted on a tax-equivalent basis and

indicates how net interest income in 2011 and 2048 impacted by volume increases and the lowemgeenterest rate environment. The
tax-equivalent adjustments are based on a 35%dketerrate. The change in interest due to bothaatl volume has been allocated to the
change due to rate and the change due to volum®portion to the relationship of the absolute @iodmounts of the change in each.
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Taxable Equivalent Rate/Volume Analysis

2011/2010 2010/2009
Increase (decrease) Increase (decrease)
due to due to

(In thousands) Net change Rate Volume Net change Rate Volume
Interest income
Loans $ (69 $ (3,04¢) $ 297¢ $ 2,61t $ (1,610 $ 4,22¢
Federal funds sol 117 36 81 59 28 31
Mortgage loans held for sa (108) (34 (74) (50) (39 (16)
Securities

Taxable (100) (84) (16) (104) (66€) 562

Tax-exempt 19¢ (42¢) 62€ 101 (327) 42¢
Total interest income 38 (3,55¢) 3,59¢ 2,621 (2,609 5,23(
Interest expense
Deposits
Interest bearing demand depo: 11¢€ 51 67 18 (29) 47
Savings deposil (59 (65) 11 46 19 27
Money market deposi (649) (2,017 362 68E (86) 771
Time deposit: (2,480 (1,745 (73%) (5,580 (4,109 (1,47
Securities sold under agreements to

repurchass (79 (10%) 26 61 29 32
Federal funds purchased and other short-

term borrowings @) (4) (©)] (18) (15 3
Federal Home Loa

Bank advance (80€) (545) (261) (1,075 (637) (4449
Long-term debt (3) (3) — (51) (49 2
Total interest expense (3,960 (3,427 (539) (5,919 (4,869 (1,050
Net interest income $ 3,99t $ (130)) $ 4,12¢ $ 8,53t $ 225 $ 6,28(

Bancorp’s tax equivalent net interest income inseela$4.0 million for the year ended December 3112fbmpared to the same period of
2010 while 2010 increased $8.5 million compare@d09. Net interest income for 2011 compared td204s positively impacted by an
increase in loan and securities volume and a dseri@adeposit and other borrowing rates, a moreréble mix of deposits, and the volume
interest-bearing liabilities. Net interest incomas negatively impacted by a decline in the averatgeearned on assets. Loan volume
increases boosted net interest income by $3.0omifind declining rates on deposits, particularhetdeposits, contributed $2.8 million to the
increase of net interest income. Partially offagtthe increases, declining rates on loans negjgtimpacted net interest income by $3.0
million.
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For the year 2010 compared to 2009, loan intenesime increased $2.6 million. This is the netaféd a $4.2 million increase attributable
loan growth, offset by a $1.6 million decreaseifattied to lower rates on loans. Lower rates orodiép resulted in a decreased interest
expense of $4.2 million, and lower volumes of liieis resulted in decreased interest expense df §lllion.

Provision for Loan Losses
In determining the provision for loan losses, mamagnt considers many factors. Among these areufiiygand underlying collateral of the

loan portfolio, previous loss experience, the siad composition of the loan portfolio and an agsess of the impact of current economic
conditions on borrowers’ ability to pay. The prowisfor loan losses and resulting ratios is sumpeatibelow:

(Dollars in thousands) 2011 2010 2009
Provision for loan losse $ 12,600 $ 11,46¢ $ 12,77¢
Allowance to loans at year e 1.92% 1.6<% 1.3%%
Allowance to average loans for ye 1.9% 1.74% 1.44%

The provision for loan losses is determined by Bap's assessment of inherent risk in the loan pbiotf The provision for loan losses is
calculated after considering credit quality fact@nsd ultimately relies on an overall internal gs@ of the risk in the loan portfolio. The
provision reflects an allowance methodology thatrigen by risk ratings, and reflected the impdal@vngrading various loans’ status due to
the ongoing economic stress on borrowers witnesetu 2008 through 2011. Bancorp intends to cominith its historically conservative
stance toward credit quality, remaining cautiouassessing the potential risk in the loan portfolio

Non-performing loans increased from $19.3 million aasend 2010 to $23.3 million at December 31, 200He ratio of non-performing
loans to total loans was 1.51% at December 31, 20dfrom 1.28% at December 31, 2010. Net chaffgetotaled 0.55% of average loan:
yearend 2011, up from 0.40% at year-end 2010. Theease in non-performing loans, including non-addaens, in 2011 reflected the
reclassification of several unrelated loans to performing status due to ongoing economic stredsoorowers. While Bancorp’s metrics for
net charge-offs and non-performing loans remaielatively low levels compared to the banking irtdgijsnanagement continues to be
concerned that a prolonged recession will placétiadd! pressure on credit quality and result inrarease in the level of non-performing
loans. See “Financial Condition-Non-performing heand Assets” for further discussion of non-peniog loans. See “Financial Condition-
Summary of Loan Loss Experience” for further distas of loans charged off during the year.

The Bank’s loan portfolio is diversified with naysificant concentrations of credit. Geographicathgst loans are extended to borrowers in
the metropolitan areas of Louisville, Indianapaligl Cincinnati. The adequacy of the allowanceasitored on an ongoing basis and it is
opinion of management that the balance of the alfme for loan losses at December 31, 2011 is ateetpuabsorb probable losses inhere
the loan portfolio as of the financial statemerted&ee “Financial Condition-Allowance for Loan kes” for more information on the
allowance for loan losses.
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Non-Interest Income and Non-Interest Expenses

The following table provides a comparison of thenponents of non-interest income for 2011, 201020GP. The table shows the dollar and
percentage change from 2010 to 2011 and from 20@910. Below the table is a discussion of sigaiftcchanges and trends.

2011/201¢ 2010/200¢

(Dollars in thousands) 2011 2010 2009 Change % Change %
Investment management and trust

services $ 13,84 $ 13,26( $ 11,18 $ 581 44%$ 2,08( 18.6%
Service charges on deposit acccol 8,34¢ 8,60( 8,531 (252) (2.9 69 0.8
Bankcard transaction reven 3,722 3,31 2,90¢ 40¢ 12.5 404 13.¢
Gain on sales of mortgage loans held for

sale 2,122 2,321 2,162 (199 (8.6 15¢ 7.2
Gain (loss) on sales of securities

available for sal — 15¢ (339 (159 (200.0 49¢ (146.9
Brokerage commissions and fe 2,21¢ 2,13¢ 1,74¢ 83 3.¢ 387 22.1
Bank owned life insurance incor 1,01¢ 99t 98¢ 24 2.4 7 0.7
Other 1,97: 2,95¢ 2,85¢ (982) (33.2) 10C 3.5

$ 3324 $ 33,73¢ $ 30,03¢ $ (499 (L.5%$ 3,70¢ 12.2%

Total non-interest income decreased 1.5% for tla@ gaded December 31, 2011 compared to 2010. Thestacomponent of non-interest
income is investment management and trust revekloag with the effects of improving investment markonditions in 2010 and 2011, this
area of the Bank continued to grow through atteactif new business and retention of existing bissindespite normal attrition. Trust assets
under management totaled $1.74 billion at DecerBheP011, compared to $1.70 billion at December2810. Most recurring fees earned
for managing accounts are based on a percentagar&kt value on a monthly basis. Some revenudseahizestment management and trust
department, most notably executor, insurance, aneeemployee benefit plan-related fees, are namieg in nature and the timing of these
revenues corresponds with the related adminiseraotivities. For 2011, 2010 and 2009 executcs fetaled approximately $362,000,
$668,000 and $225,000, respectively.

Service charges on deposit accounts decreaseddB®5ay, 2.9%, for the year ended December 31, 26fripared to the same period a year
ago. Service charge income is driven by transaat@ume, which can fluctuate throughout the yeRecent legislation required that
Bancorp’s customers “opt irtd access their overdraft protection beginnindgathird quarter of 2010. Management believesrtégsiremer
has resulted in fewer overdrafts and a correspgndiacline in service charge income in 2011.

Bankcard transaction revenue increased $409,00Q.8f%6 in 2011 compared to 2010 and primarily regmesincome the Bank derives from
customers’ use of debit cards. Results in 2011paoed favorably to 2010 as bankcard transactionrmelcontinued to increase. Most of this
revenue is interchange income based on rates sariice providers in a competitive market. Begigrin October 2011, this rate was set by
the Federal Reserve Board for banks with over $lliBrbin assets. While this threshold indicatesnBorp will not be directly affected, it
appears this change will indirectly affect Bancagpvendors continue to push for lower fees to ke foaall banks. While there are many
uncertainties about its effect or ultimately whbeage changes may take place, the Dodd-Frank lggisimay negatively affect this 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 investor prioclusing the loans,
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thus Bancorp bears no interest rate risk relatédese loans. The division offers conventional, &#l FHA financing, for purchases and
refinances, as well as programs for low-incomefastitime home buyers. The mortgage banking divisilso offers home equity conversion
or “reverse” mortgages. Gains on sales of mortdaaes decreased $199,000, or 8.6%, in 2011 compar2010. Interest rates on mortgage
loans directly impact the volume of business trateshby the mortgage banking division. Prevailingrtgage interest rates decreased during
late 2011 and as a result refinance volume inccelage in the year.

Bancorp had no gains on securities available flerisa2011, compared to $159,000 for 2010. In 20d0tax planning purposes, Bancorp
sold securities with a cost of $26,905,000, resglin gains totaling $159,000. In 2009, Bancorg saust preferred securities, generating a
loss of $359,000, and mortgage-backed securitegmgting gains of $20,000.

Brokerage commissions and fees earned consist pigroé stock, bond and mutual fund sales as welaap fees on accounts. Wrap fees
are charges for investment programs that bundletheg a suite of services, such as brokerage, @gyiesearch, and management, and are
charged a fee based on a percentage of assets. s€otirities brokerage fees increased $83,0086 &r 2011 compared to the prior year
corresponding to higher overall brokerage voluBancorp deploys its brokers primarily through itarich network, while larger managed
accounts are serviced in the investment manageanehtrust department.

Income related to bank-owned life insurance (“BQas $1,019,000 in 2011 compared to $995,0000@02 BOLI represents the cash
surrender value for life insurance policies onaerkey employees who have provided consent foBtrek to be the beneficiary of a portion
of such policies. The related change in cash sderevalue and proceeds received under the pagliogese of which have occurred to date,
recorded as non-interest income. This income tafliget the cost of employee benefits.

Other noninterest income decreased $982,000, or 33.2%, g@@11 compared to 2010 primarily due to a decreffee value of a domest
private investment fund. Bancorp’s investment aloaestic private investment fund is comprisedasfkband other financial industry
securities and is accounted for in accordance RABEB ASC 323-10 “Investments — Equity Method anohtl¥entures”. The value of
Bancorp’s investment decreased by $404,000 in 2@drhpared to an increase of $606,000 in 2010. &iiyrbecause of income statement
related volatility, management has chosen to ligigidts investment in this fund and expects thisdour by March 31, 2012. Other non-
interest income increased in 2010 compared to 28089result of an increase in the value of the dtimprivate investment fund, partially
offset by decreases in fees related to mortgagkitgncombined with a variety of factors none ofigfhare individually significant.
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The following table provides a comparison of thenponents of non-interest expenses for 2011, 20d®6a609. The table shows the dollar
and percentage change from 2010 to 2011 and frd@ 202010. Below the table is a discussion ofifitant changes and trends.

2011/2010 2010/2009

(Dollars in thousands) 2011 2010 2009 Change % Change %
Salaries and employee bene $ 33,128 $ 3348 $ 30,147 $ (360 (1.)%$ 3,33¢ 11.1%
Net occupancy expen: 5,192 4,93¢ 4,18¢ 25¢€ 5.2 74¢ 17.€
Data processing expen 5,01¢ 4,83¢ 4.47¢ 18C 3.7 35E 7.
Furniture and equipment exper 1,29¢ 1,272 1,23¢ 27 2.1 38 3.1
FDIC insurance 1,65¢ 2,03¢ 2,681 (389 (18.9) (649) (24.2)
Losses (gains) on other real estate ow 1,71¢€ (171) — 1,727 * (17) (100.0
Other 11,58( 10,57¢ 9,96: 1,001 9.k 61€ 6.2

$ 5958 $ 57,137 $ 52,69t $ 2,45( 43%$  4,43¢ 8.4%

* Ratio exceeds 100%

Salaries and benefits are the largest componemtrointerest expenses and decreased $360,000 or 1r126X& compared to 2010, primal
due to decreases in performance-based incentivaasc At December 31, 2011, the Bank had 486tiimé equivalent employees compared
to 475 at the same date in 2010 and 470 for 2009.

Net occupancy expense increased $258,000 or 5@% 3010 to 2011, primarily due to an increase preeiation expense, much of whict
attributable to the new operations center locabpened in 2011. The Bank opened no new branchidmsain 2011, after opening two new
locations in 2010. At December 31, 2011 the Baatk thirty banking center locations including theimatfice.

Data processing expense increased $180,000 orlargédy due to increased computer equipment degiieniand higher costs for process
debit cards as volume increased.

Furniture and equipment expense increased $270PA% in 2011, as compared to 2010, due to atyasiefactors, none of which is
individually significant. Costs of capital assdtéions flow through the statement of income aberlives of the assets in the form of
depreciation expense.

FDIC insurance expense decreased $383,000, or 1f818%e year ended December 31, 2011, as compauthe same period in 2010. The
decrease is due to a change in the base on whédmstessment is calculated and lower assessmentrr&011.

Losses on other real estate owned (OREO) totaletl 61000 for the year ended December 31, 2011, amedfdo gains totaling $11,000 for
the same period in 2010. In 2011, Bancorp recove@e-downs on OREO intended to position Bancaormbve those properties more
quickly from the balance sheet.

Other non-interest expenses increased $1,001,0@05% for the year ended December 31, 2011 cordgarthe same period of 2010. The
increases included a $380,000 write-down of fixeskss related to a building renovation, and arease of $395,000 in donations. In
addition, bank franchise taxes increased $407,@08 2010 to 2011. Also included in this category amortization expenses related to
mortgage servicing rights (MSRs). Mortgage volunaeased the amount of MSRs over 2010 and 20%0ltirg in a corresponding increi

of MSR amortization of $198,000 in 2011 compare@@t0. Offsetting the increases in 2011 were dsg® of $254,000 in professional fees
and a variety of factors including advertising npirig, mail and telecommunications, none of whimdividually significant.
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Income Taxes

A three year comparison of income tax expense #pdtve tax rate follows:

(Dollars in thousands) 2011 2010 2009
Income tax expens $ 8,191 $ 9,06t $ 6,93¢
Effective tax rate 25.8% 28.2% 29.8%

The decrease in the income tax expense and thetieéfeax rate primarily reflected an adjustmenapproximately $700,000 to the
Company’s deferred tax assets relating to tax-adgga investments that the Company has made pniteary market area over the years.
The lower income tax expense also reflected adgstento update the Companyeserve for uncertain tax positions, which wasiced whe
the statute of limitations expired with the relevexing authorities. For more information regaglincome taxes and the effective tax rate
see Note 7 to Bancorp’s consolidated financiakstants.

Financial Condition
Earning Assets and Interest Bearing Liabilities

Summary information with regard to Bancorp’s finehcondition follows:

2011/2010 2010/2009
(Dollars in thousands) 2011 2010 2009 Change % Change %
Average earning asse $1,809,04. $1,712,17. $1,596,98° $ 96,87( 57% $ 115,18 7.2%
Average interest bearing
liabilities 1,456,86! 1,408,59. 1,330,22 48,27: 3.4 78,36" 5.¢
Average total asse 1,959,60! 1,847,45; 1,717,47. 112,15 6.1 129,97¢ 7.€
Total year end assets 2,053,09 1,902,94! 1,791,47 150,15: 7.% 111,46¢ 6.2%

The Bank has experienced modest growth in earriagta over the last several years primarily iratlea of loans. From 2010 to 2011,
average loans increased 3.8%, or $54.7 million|endnrerage securities increased $14.5 million,.8% Much of loan growth is attributed
industrial and multi-family properties and healttectacility loans. The Bank continues to targevate banking clientele as having attractive
growth potential. These relationships afford Igamwth and bring opportunities to provide full-see/financial relationships as well as
provide personal financial services to the busimessers. During 2010, average loans increased WbBBogrowth being primarily from
industrial and multi-family properties.

Average total interest bearing accounts increasé¥ 4nd non-interest bearing accounts increasé@®dih 2011. The increase in average
interest bearing liabilities from 2010 to 2011 ated primarily in money market and demand dep@stslients have excess cash and few
investment alternatives in the current environmdrime deposits decreased 8.4% or $38.5 milliod0hl1, as Bancorp intentionally did not
renew higher cost deposits. Bancorp continuedil@aifixed rate advances from the FHLB during 2@klthey compared favorably to sim
term time deposits. Bancorp had an average o#i$&dlion in outstanding FHLB advances in 2011 cemga to $69.2 million and $80.9
million in 2010 and 2009, respectively. In therbuquarter of 2010, Bancorp restructured and alddrierms on two advances totaling $30
million with the FHLB, resulting in lower interesbst over the remaining term of these advances.

In 2009, Bancorp began a correspondent bankingidivito offer participation loans, deposit servjéeternational services, investment
management and trust services, holding companys)aard other services to community banks acrossuky and southern Indiana. At
December 31, 2011 and 2010, federal funds purcHasedcorrespondent banks totaled $17.3 million 8.0 million, respectively.
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Average Balances and Interest Rates — Taxable Equalent Basis

Year 2011 Year 2010 Year 2009
Average Average Average Average Average Average
(Dollars in thousands) balances Interest rate balances Interest rate balances Interest rate
Earning asset
Federal funds sol $ 86,60( % 25E 0.2¢%$ 57,43 $ 13¢ 0.22%%  42,75¢ $ 79 0.1%
Mortgage loans held foi
sale 5,39¢ 231 4.28% 7,06¢ 33¢ 4.8(% 7,38t 38¢ 5.27%
Securities
Taxable 163,23( 4,954 3.02% 163,94! 5,057 3.0&8% 147,60: 5,164 3.5(%
Tax-exempt 50,64« 1,90: 3.7¢% 35,43¢ 1,70¢ 4.81% 27,23( 1,604 5.8%
FHLB stock 5,90( 22C 3.7% 5,71 217 3.8(% 5,13¢ 214 4.17%
Loans, net of unearned
income 1,497,27"  80,00¢ 5.3¢% 1,442,57. 80,07t 5.55% 1,366,87! 77,46( 5.67%
Total earning asse 1,809,04. 87,56¢ 480 1,712,17. 87,53 511% 1,596,98'  84,91( 5.32%
Less allowance for loan
losses 27,95( 23,08¢ 17,68¢
1,781,09. 1,689,08: 1,579,30:
Non-earning asse!
Cash and due from ban 27,24( 26,99( 25,69(
Premises and equipme 34,58¢ 29,34¢ 28,03
Accrued interest
receivable and other
asset: 116,68 102,02! 84,44¢
Total asset $ 1,959,60! $ 1,847,45: $ 1,717,47
Year 2011 Year 2010 Year 2009
Average Average Average Average Average Average
(Dollars in thousands) balances Interest rate balances Interest rate balances Interest rate
Interest bearing liabilitie
Deposits
Interest bearing
demand deposii $ 281,56t $ 60C 0.21%$ 248,62t $ 482 0.1%$ 224,80' $ 464 0.21%
Savings deposit 70,29( 10¢ 0.16% 65,37t 168 0.25% 54,03¢ 117 0.22%
Money market
deposits 501,79: 2,601 0.52% 447,31¢ 3,25( 0.72% 341,53! 2,56t 0.7%
Time deposit: 418,75( 6,79¢ 1.62% 457,27" 9,27¢ 2.0% 512,66¢ 14,85¢ 2.9(%
Securities sold under
agreements to
repurchass 61,59t 252 0.41% 56,91¢ 332 0.58% 51,14t 271 0.5%%
Federal funds purchased
and other short-term
borrowings 21,531 38 0.1&% 23,01¢ 45 0.2(% 24,20: 63 0.26%
FHLB advance: 60,43¢ 1,46( 2.42% 69,15¢ 2,26¢€ 3.28% 80,90 3,341 4.1%
Long-term debt 40,90( 3,451 8.4&% 40,90 3,454 8.4/&% 40,93( 3,50¢ 8.5€%
Total interest
bearing liabilities 1,456,861 _ 15,30; 1.05% 1,408,59. 19,267 1.37"% 1,330,22i 25,18 1.8%
Nor-interest bearing
liabilities
Non-interest bearing
demand deposii 277,31 235,64 198,88t
Accrued interest payable
and other liabilities 45,79¢ 39,64 37,637
Total liabilities 1,779,97. 1,683,88! 1,566,75.
Stockholdersequity 179,63 163,57. 150,72:



Total liabilities and
stockholders’

equity $ 1,959,60! $ 1,847,45; $ 1,717,47.
Net interest income $ 72,26: $ 68,26/ $ 59,72¢
Net interest spread 3.7%% 3.74% 3.4%
Net interest margin 3.9%% 3.99% 3.7/%
Notes:

Yields on municipal securities have been computed €ully tax-equivalent basis using the federabime tax rate of 35%.

The approximate tax-equivalent adjustments to @steincome were $1,530,000, $1,385,000 and $1,084¢0 the years ended
December 31, 2011, 2010 and 2009, respectively.

Average balances for loans include the princip&ee of non-accrual loans and exclude participdtians accounted for as secured

borrowings.
Loan interest income includes loan fees and is ectatpon a fully tax-equivalent basis using the fatimcome tax rate of 35%. Loan
fees, net of deferred costs, included in interestine amounted to $585,000, $922,000 and $570r0201i1, 2010 and 2009,

respectively.
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Securities

The primary purpose of the securities portfolitoigprovide another source of interest income, dsagdiquidity management. In managing
the composition of the balance sheet, Bancorp sebkdance between earnings sources and crediigantity considerations.

Securities intended to be held until maturity aagied at amortized cost. Securities availables&de include securities that may be sold in
response to changes in interest rates, resultapapment risk and other factors related to inteastand prepayment risk changes. Securities
available for sale are carried at fair value witinaalized gains or losses, net of tax effect, ithetlin stockholders’ equity.

The carrying value of securities is summarizedoiews:

December 31

(In thousands) 2011 2010 2009
Securities available for sale
U.S. Treasury and other U.S. government obligat $ 115,00 $ — 3 3,01¢
Government sponsored enterprise obligat 46,18¢ 114,53¢ 124,68t
Mortgage-backed securitie— government agencie 120,49! 60,74¢ 66,68
Obligations of states and political subdivisic 69,50! 68,78¢ 32,81:
Trust preferred securities of financial institutson 1,002 1,25¢ 1,02¢
$ 352,18! $ 245,33, $ 228,22!
Securities held to maturity
Mortgage-backed securities — government agencies $ — $ 20 $ 35
$ — $ 20 $ 35

The maturity distribution and weighted averagerigdgerates of securities at December 31, 201lasfellows:

After one but within After five but within
Within one year five years ten years After ten years
(Dollars in thousands) Amount Rate Amount Rate Amount Rate Amount Rate

Securities available for

sale
U.S. Treasury and other

U.S. government

obligations $ 115,00: -0.05% $ — — 3 — — $ — —
Government sponsored

enterprise obligation 4,44¢ 4.95% 36,56( 3.65% 3,16( 4.92% 2,022 4.8%
Mortgage-backed

securities —

government agencit — — 1,58: 3.91% 12,99¢ 1.8¢% 105,91 3.0%%
Obligations of states an

political subdivision: 11,26: 2.81% 32,90¢ 2.65% 25,33: 5.0(% — —
Trust preferred securities

of financial institutions — — — — — — 1,00z 8.0(%

$ 130,70° 0.37% $ 71,05! 3.17% $ 41,48¢ 4.01% $ 108,93t 3.11%
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The $115 million of U.S. Treasury securities cotexisof short-term treasury bills, which matured@muary 2012, purchased over year-end a:
a means to minimize state taxes. Tax savings €rcethe lost principal generated by the negatietdyon these securities.

Loan Portfolio

Bancorp’s primary source of income is interestaank. The composition of loans as of the end ofasiefive years follows:

December 31

(In thousands) 2011 2010 2009 2008 2007
Commercial and industrii $ 393,72¢ $ 343,95t $ 336,88¢ $ 348,17: $ 309,50¢
Construction and developme 147,63 159,48: 204,65: 167,40: 144,66¢
Real estate mortgag

Commercial investmer 399,65! 343,16 326,42: 248,30t 240,61(

Owner occupied commerci 297,12: 336,03: 230,00: 249,16 200,12:

1-4 family residentia 154,56! 157,98: 147,34 160,32: 145,36:
Home equity @ @) @) @) 136,96
Home equity- first lien 38,63 39,44¢ 41,644 22,97: €))
Home equity - junior lien 76,68 91,81 108,39¢ 122,53! (®)
Subtotal: Real estate mortge 966,66 968,44( 853,80t 803,30: 723,05¢
Consumer 36,81« 36,541 40,11« 30,75¢ 24,70¢

$ 154484 $ 150842 $ 1,43546. $ 1,349,633 $ 1,201,93

(&) In 2008, Bancorp changed its presentation for diob the types of loans in its portfolio to prowichore detailed information.
Home equity lines of credit were divided into twategories - first lien and junior lien; howevemwias not feasible to obtain
comparable amounts for these categories for paapgs.

Increases in loan categories reflect an overatemse in the size and composition of the loan plastfas well as the effect of internal
reclassifications of loan types. It was not felestb obtain comparable amounts for reclassificatibprior period presentation.

The increase in the commercial investment and owoeupied commercial categories is the result@jrssistent strategy to serve existing
clients in Bancorp’s local markets. Much of thewth is attributed to industrial and multi-familygperties and healthcare facility loans with
substantial obligor cash equity and strong guarapport. The decrease in the construction amdldpment category since 2009 reflects
internal reclassifications of loan types as prog@ghpletions resulted in permanent financing. Bap's focus has not been on housing and
retail construction lending, sources of increasedlit risk in the current environment.

Junior lien home equity loans, which comprise 5%hefloan portfolio at December 31, 2011, are gthyaunderwritten with consideration of
the borrower’s overall financial strength as a pniynpayment source, with some reliance on the vafdlee collateral. The overall level of
home equity junior liens as a
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percentage of the overall portfolio and the levfaletated outstanding commitments have been dediover the last several years, as this is
not a primary strategy for loan growth for Bancorp.

Bancorp enters into loan participation agreemeiitts @orrespondent banks in the ordinary courseugiress to diversify credit risk. For
certain participation loans, Bancorp has retairfégttve control of the loans, typically by restiig the participating institutions from
pledging or selling their share of the loan withpatmission from Bancorp. US GAAP requires thesm$ to be recorded as secured
borrowings. These loans are included in the cornialeand industrial and real estate mortgage lotals above, and a corresponding liabi
is recorded in other liabilities. At December 2011 and 2010, the total loans of this nature #8@3 million and $34.8 million
respectively.

The following tables detail the amounts of commedraind industrial loans, and construction and dgaknt loans at December 31, 2011
which, based on remaining scheduled repaymentsiofipal, are due in the periods indicated. Albown are the commercial and industrial
loans due after one year classified according ngiseity to changes in interest rates.

Maturing
After one but
(In thousands) Within one year within five years After five years Total
Commercial and industrii $ 181,660 $ 14433 $ 67,731 $ 393,72¢
Construction and development 69,78 50,03 27,82 147,63

Interest Sensitivity
Commercial and industrial loans Fixed rate Variable rate
(In thousands)

Due after one but within five yea $ 93,64: $ 50,68¢
Due after five year 58,86¢ 8,86¢
$ 152,500 $ 59,55t
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Non-performing Loans and Assets

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

December 31

(Dollars in thousands) 2011 2010 2009 2008 2007
Non-accrual loan: $ 18,737 $ 14,38¢ $ 10,45 $ 4458 % 2,96¢
Troubled debt restructurir 3,40z 2,882 758 — —
Loans past due 90 days or more and still accruing 1,16( 2,04 893 25E 40€
Non-performing loans 23,29¢ 19,31« 12,10: 4,71C 3,37(
Foreclosed real ests 7,77¢ 5,44t 1,55¢ 1,56( 3,831
Other foreclosed property — — 60 96 —
Non-performing assets $ 31,07: $ 24,75¢ $ 13,717 $ 6,366 $ 7,201
Non-performing loans as a percentage of total Ic 1.51% 1.2% 0.84% 0.35% 0.28%
Non-performing assets as a percentage of total a 1.51% 1.3(% 0.71% 0.3%% 0.4%%
Allowance for loan loss as a percentage of non-

performing loan: 12€% 132% 165% 327% 39¢%

The following table sets forth the major classificas of non-accrual loans:

(in thousands)

Non-accrual loans by type December 31, 201  December 31, 201
Commercial and industrii $ 2,668 $ 2,32¢
Construction and developme 2,41¢ 4,58¢
Real estate mortgai- commercial investmet 5,39z 3,21¢
Real estate mortga- owner occupied commerci 4,681 1,42¢
Real estate mortga(- 1-4 family residentia 3,34z 1,98¢
Home equity 14¢€ 57C
Consumer 94 277
Total $ 18,737 $ 14,38¢

The increase in non-accrual loans reflects thectffen borrowers of continuing economic pressunelsaperating difficulties over the past
year. The increase in these -accrual loans has been confined to a relativelgllsnumber of borrowers within the portfolio. Bamp has
eight borrowers, all in its primary market, who agnot for $13,234,000 or approximately 70% of totah-accrual loans. Each of these loans
is secured predominantly by commercial or residémngial estate, and management estimates minisgkbkposure after consideration of
collateral.

While Bancorp’s metrics for net charge-offs and4panforming loans remain at relatively low levetsnpared to the banking industry,
management continues to be concerned that a prdomgession will place additional pressure onitrpaility and result in an increase in
the level of non-performing loans. To
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the extent that Bancorp chooses to work with boersvby providing reasonable concessions, ratherittiate collection, this could result in
an increase in loans accounted for as troubledrésbiucturing.

The threshold at which loans are generally transéeto non-accrual of interest status is 90 dags ghae unless they are well secured and in
the process of collection. Interest income recomedon-accrual loans was $391,000, $250,000, a&6,800 for 2011, 2010, and 2009,
respectively. Interest income that would have reeonrded if non-accrual loans were on a curresistia accordance with their original
terms was $464,000, $640,000, and $627,000 for, 2010, and 2009, respectively.

In addition to the nomerforming loans discussed above, there were lagmish are accruing interest, for which paymentsenairrent or les
than 90 days past due where borrowers are expergesignificant financial difficulties. These potei problem loans totaled approximately
$46,148,000, $50,051,000, and $20,564,000 at Deeefiih 2011, 2010, and 2009, respectively. Thesmslaontinue at levels higher than
Bancorp experienced pre-recession due to the oggamianomic stress on borrowers witnessed from 20@8igh 2011. These relationships
are monitored closely for possible future inclusiomon-performing loans. Management believes& Adequately reflected the exposure in
these loans in its determination of the allowarwzddan losses.

Non-performing assets as a percentage of total aismeeased 21 basis points from 2010 to 2011. fbeease in non-performing assets as a
percentage of total assets was due to the incneasm-accrual loans and an increase in foreclosaldestate. At December 31, 2011 and
December 31, 2010, the carrying value of otherestdte owned was $7.8 million and $5.5 milliospectively. The recession has resulte
an increase in foreclosures. In 2011, Bancorprdsmbimpairment charges totaling $1,737,000 baseabpraisals of the foreclosed prope!
and write-downs intended to position Bancorp to ethese properties more quickly from the balaneeishNo impairment charges were
recorded in 2010 or 2009 for these properties asagement believes these properties were appragriaeorded at lower of cost or market.

Effects of Declines in Real Estate Collateral Value

Bancorp’s principal market, Louisville, has had lowalues decline less than most markets nationagderding to the Federal Housing
Finance Agency. However, continued decline inatellal values, including commercial properties,acip Bancorp’s ability to collect on
certain real estate loans when borrowers are depeiot the values of the real estate as a sourcasbfflow. As borrowers experience
difficulty, Bancorp evaluates their cash flow adhas the collateral value to determine prospeat<éllection. On an individual basis, loans
are evaluated for changes in risk ratings, theedficting the provision and allowance for loan EsssHome equity loans are typically
underwritten with consideration of the borrowengmll financial strength as a primary payment seuwith some reliance on the value of
the collateral. Bancorp typically requires appaion real estate at application and evaluatesadhsaction upon renewal to determine if
market conditions and other factors such as cashwlarrant an updated valuation. Additionally, Barp evaluates the collateral condition
and value upon classification as an impaired loahugpon foreclosure. Due to the above factorsefferts of declines in real estate collat
value have been considered in the allowance for losses.

Allowance for Loan Losses

An allowance for loan losses has been establighpdovide for probable losses on loans that maybedully repaid. The allowance for loan
losses is increased by provisions charged to exp@mnd decreased by charge-offs, net of recovérgems are typically charged off when
management deems them uncollectible and after lyiigicollateral has been liquidated; however, edion efforts continue and future
recoveries may occur. Management charges loana towet realizable value if liquidation is inevdta but may take time.

Bancorp’s lending policies and procedures centezamirolling credit risk and include proceduresdentify and measure this risk. These
procedures begin with lenders assigning a riskgatd each of their credits, and this rating isficored in the loan approval process. Internal
loan review, through a year-round process of examimdividually significant obligor relationshifzs well as a sample of each lender’s
portfolio, tests
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the reliability of these risk assessments. Addalbn a review of this process is an integral mdntegulatory bank examinations.

Adversely rated credits are included on a loan kvést. This list also includes loans requiringsgo monitoring due to borrower’s
circumstances. However, these loans have genematiseached a level of adversity which would cabhsen to be criticized credits by
regulators. Loans are added to the watch list vdireamstances are detected which might affecbtireower’s ability to comply with terms
of the loan. This could include any of the follogin

»  Delinquency of a scheduled loan payment,

»  Severe deterioration in the borrower’s or guarastiimancial condition identified in a review of pedic financial statements,
« Decrease in the value of collateral securing thaa |or

e Change in the economic environment in which thedweer operates.

Loans on the watch list require detailed statusmspincluding recommended corrective actionspared periodically by the responsible Ic
officer. These reports are reviewed by managemehé watch list is also discussed in quarterly igstwith the Bank’s Board Loan
Committee.

Changes in loan risk ratings are typically initthtey the responsible loan officer, but may alsanfteated by internal loan review, or the
senior loan committee at any time.

In determining the allowance and related provig@rloan losses, these principal elements are densil:

»  Specific allocations are based upon probable lossésdividually evaluated impaired loans. Theséneates are based primarily upon
collateral value, but other objective factors sastpayment history and financial condition of tloerbwer or guarantor may be used as
well.

»  Allocations for individually significant loans ndefined as impaired are based on estimates needpddls of loans with similar risk.

»  Allocations for loans not reviewed are totaled bgrl category and are assigned a loss allocatidorfiaased upon the Bank’s historical
net loss percentages by loan type.

» Additional allowance allocations based on subjecfactors not necessarily associated with a sgemifidit or loan category and
represent management’s effort to ensure that tbeathallowance for loan losses appropriately iflea margin for the imprecision
necessarily inherent in the estimates of expeateditdosses. Management considers a number ¢déctite factors, including local and
general economic business factors and trends amilgnconcentrations.

Based on this quantitative and qualitative analysigvisions are made to the allowance for loasdgs Such provisions are reflected as a
charge against current earnings in Bancorp’s catesteld statements of income.

The allocation of the allowance for loan lossedday category is a result of the analysis above. Sdme procedures used to determine
requirements for the allowance for loan losseshdistathe distribution of the allowance by loaneggiry. The distribution of the allowance
will change from period to period due to changethaidentified risk in each loan in the portfoldhanges in the aggregate loan balances by
loan category, and changes in management’s vigheoubjective factors noted above. Although tlemance for loan losses is comprised
of specific and general allocations the entirevadloce is available to absorb any credit losses.

The method of calculating the allowance requireméias not changed significantly over time. Thél@eations among different categories
loans between periods are the result of the rédigton of the individual loans that comprise tlggeegate portfolio as described above.
However, the perception of risk with respect tatipatar loans within the portfolio will change oviéime as a result of the characteristics and
performance of those loans, overall economic andetarends, and the actual and expected trendsrirperforming loans.
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The adequacy of the allowance for loan losses isitoied by the internal loan review staff and répdrguarterly to the Audit and Loan
Committees of the Board of Directors. In additigarious regulatory agencies, as an integral pati&f examination process, periodically
review the adequacy of Bancorp’s allowance for llmsses. Such agencies may require Bancorp to additonal provisions to the
allowance based upon their judgments about infdonatvailable to them at the time of their examimad. Management believes that the
allowance for loan losses is adequate to absottapte inherent losses on existing loans that magrbe uncollectible. See “Provision for

Loan Losses” for further discussion of the alloweufmr loan losses.

Summary of Loan Loss Experience

The following table summarizes average loans ondlitgy, changes in the allowance for loan lossesrarifrom loans charged off and

recoveries on loans previously charged off by loategory and additions to the allowance chargekpense.

Year ended December 3.

(Dollars in thousands) 2011 2010 2009 2008 2007
Average Loans $ 1529550 $ 1,469,111 $ 139164 $ 129571 $ 1,159,10
Balance of allowance for loan losses at beginning ¢
year $ 2554: $ 20,00 $ 15,38. $ 13,45( $ 12,20:
Loans charged o
Commercial and industrii 1,01t 1,41¢ 4,92¢ 341 1,69¢
Construction and developme 1,59: 2,211 38 10¢ 42
Real estate mortga( 5,84( 2,45( 3,09¢ 1,68¢ 547
Consumer 673 687 1,05¢ 824 827
Total loans charged off 9,121 6,76¢€ 9,117 2,96: 3,111
Recoveries of loans previously charged
Commercial and industrii 10¢ 11F 58 31 242
Construction and developme — 26 2 — —
Real estate mortga¢ 15€ 163 39z 23€ 65
Consumer 457 53€ 507 577 52€
Total recoveries 728 84C 961 844 833
Net loans charged o 8,39¢ 5,92¢ 8,15¢ 2,11¢ 2,27¢
Additions to allowance charged to expense 12,60( 11,46¢ 12,77¢ 4,05( 3,52¢
Balance at end of year $ 29,74t $ 2554: $ 20,000 $ 15,38 $ 13,45(
Ratio of net charge-offs during year to averagesoa 0.55% 0.4(% 0.5%% 0.16% 0.2(%

See “Provision for Loan Losses” for discussionha provision for loan losses and 2011 charge-offs.
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The following table sets forth the allocation oé thllowance for loan losses for the loan categatiesvn. Although specific allocations exist,
the entire allowance is available to absorb logsesiy particular loan category.

December 31

(In thousands) 2011 2010 2009 2008 2007

Commercial and industrii $ 7,36 $ 2,79 $ 4,091 $ 2,717 $ 1,991
Construction and developme 3,54¢ 3,63( 1,51¢ 1,52¢ 87€
Real estate mortga( 11,182 12,20: 6,51% 4,06t 3,421
Consume 54C 622 947 1,86¢ 3,44¢
Unallocated 7,113 6,291 6,931 5,20¢ 3,71¢

$ 29,74t $ 25,547 $ 20,00¢ $ 15,38 $ 13,45(

The changes in the allocation of the allowance fy@ar to year in various categories are influermethe level of net charge-offs in the
respective categories and other factors includagnot limited to, an evaluation of the impactafrent economic conditions and trends, risk
allocations tied to specific loans or groups ofil®and changes in qualitative allocations. Managerelieves that the allocations for each
loan category are reflective of the risk inherenthie portfolio.

The unallocated allowance is based upon managesnevdluation of various conditions, the effectsvbfch are not directly measured in the
determination of the allocated allowance. Additiballowance allocations based on subjective fackoe not necessarily associated with a
specific credit or loan category and represent mameent’s effort to ensure that the overall alloveafar loan losses appropriately reflects a
margin for the imprecision necessarily inherenthia estimates of expected credit losses. The tondievaluated in connection with the
unallocated allowance primarily include factorstsas economic conditions and forecasts and théémgial impact on the loan portfolio, but
may also include the adequacy of loan policiesiatainal controls, the experience of the lendiragfsbank regulatory examination results,
and changes in the composition of the portfolio.

Selected ratios relating to the allowance for ltwemses follow:

Years ended December 3

2011 2010 2009

Provision for loan losses to average lo 0.82% 0.7&% 0.92%
Net charg-offs to average loar 0.55% 0.4(% 0.5¢%
Allowance for loan losses to average lo 1.94% 1.748% 1.44%
Allowance for loan losses to year end loans 1.92% 1.6%% 1.3%%
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Deposits

Bancorp’s core deposits consist of non-interestiatatest bearing demand deposits, savings depositificates of deposit under $250,000,
certain certificates of deposit over $250,000 @d. These deposits, along with other borrowedi$yare used by Bancorp to support its
asset base. By adjusting rates offered to depssiBancorp is able to influence the amounts of digpoeeded to meet its funding
requirements. The average amount of depositiBank and average rates paid on such depositisefgrears indicated are summarized as
follows:

Years ended December 3

2011 2010 2009
Average Average Average Average Average Average
(Dollars in thousands) balance rate balance rate balance rate
Non-interest bearing demand depo! $ 277,31 — $ 235,64 — $ 198,88¢ —
Interest bearing demand depo: 281,56¢ 0.21% 248,62¢ 0.19% 224,80! 0.21%
Savings deposil 70,29( 0.16% 65,37¢ 0.25% 54,03¢ 0.22%
Money market deposi 501,79: 0.52% 447,31¢ 0.7% 341,53! 0.75%
Time deposits 418,75( 1.62% 457,27¢ 2.05% 512,66 2.9(%
$ 1,549,70! $ 1,454,23 $ 1,331,93

Maturities of time deposits of $250,000 or morestanding at December 31, 2011, are summarizedles/fo

(In thousands) Amount

3 months or les $ 11,25
Over 3 through 6 montt 7,71
Over 6 through 12 montt 15,34¢
Over 12 months 10,39

Short-Term Borrowings

Securities sold under agreements to repurchaseseprshort-term borrowings from commercial custsnas part of a cash management
service. These agreements generally have masuotiene business day from the transaction dassmc@&p considers these core deposits
since they represent excess cash balances oéfatianship business customers.
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Information regarding securities sold under agregmto repurchase follows:

Years ended December 31

2011 2010 2009

(Dollars in thousands) Amount Rate Amount Rate Amount Rate
Securities sold under agreements to

repurchass

Year enc $ 66,02¢ 0.3(% $ 60,07¢ 0.4% $ 51,32: 0.64%

Average during yee 61,59¢ 0.41% 56,91¢ 0.58% 51,14¢ 0.52%

Maximum month end balance during

year 69,81¢ 65,52 56,12°¢

Subordinated Debentures

Subordinated debentures are classified as longdebn In light of pressures on the economy armtainties in the banking industry, S.Y.
Bancorp further strengthened its balance sheehg@®08 with the sale of $30,000,000 of 10% cunitdatust preferred securities in an
over-subscribed public offering. The trust pregersecurities, which qualify as Tier 1 capital,lwvilature on December 31, 2038, but are
callable by Bancorp on or after December 31, 20480 in 2008, the Bank issued $10 million of subinated debt, with a 10 year maturity,
and a call option to the Bank two years after insea The subordinated debt qualifies as tier Zaisgnd may be prepaid at any time. In the
first quarter of 2012, Bancorp exercised its cali@an and prepaid the subordinated debt withoualign See Note 11 for further information
regarding subordinated debentures.

Liquidity

The role of liquidity management is to ensure fuadsavailable to meet depositors’ withdrawal aaddwers’ credit demands while at the
same time maximizing profitability. This is acconspled by balancing changes in demand for funds efiinges in the supply of those funds.
Liquidity is provided by short-term liquid assel@t can be converted to cash, investment secuaitigiéable for sale, various lines of credit
available to Bancorp, and the ability to attractds from external sources, principally depositsan®gement believes it has the ability to
increase deposits at any time by offering rateghdi higher than the market rate.

Bancorp’s Asset/Liability Committee is primarily a&up of senior management and has direct ovensghonsibility for Bancorg’ liquidity
position and profile. A combination of daily, wéglkand monthly reports provided to management tttaifollowing: internal liquidity
metrics, composition and level of the liquid ags&tfolio, timing differences in short-term casbwil obligations, and exposure to contingent
draws on Bancorp’s liquidity.

Bancorp’s most liquid assets are comprised of eashdue from banks, available for sale marketaivestment securities and federal funds
sold. Federal funds sold totaled $22.0 millioatember 31, 2011. These investments normally bagmight maturities and are used for
general daily liquidity purposes. The fair valuetlodé available for sale investment portfolio wa$&2 million at December 31, 2011, and
included an unrealized net gain of $9.1 millioneTgortfolio includes maturities of approximately3$15 million over the next twelve montl
which, combined with federal funds sold, offer dabsial resources to meet either new loan demamdduwrctions in Bancorp’s deposit
funding base. Bancorp pledges portions of its imiest securities portfolio to secure public fungaisits, cash balances of certain investr
management and trust accounts, and securitiesiadiel agreements to repurchase. At December 31, Bfthl investment securities pledc
for these purposes comprised 36% of the availasledle investment portfolio, leaving $226.8 mitliof unpledged securities.

Bancorp has a large base of core customer depdsftagd as demand, savings, and money market dlewosunts. At December 31, 2011,
such deposits totaled $1.209 billion and represenf8s of Bancorp’s total
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deposits. Because these core deposits are lesdevatad are often tied to other products of Bapabrough long lasting relationships they do
not put heavy pressure on liquidity. However, mahancorp’s overall deposit balances are histdisichigh. When market conditions
improve, these balances will likely decrease, pgtsome strain on Bancorp’s liquidity position. éfDecember 30, 2011, Bancorp had only
$6.8 million or 0.4% of total deposits, in brokedgposits, which are entirely comprised of Cerificof Deposit Account Registry Service
(CDARSs) deposits, a program which allows Bancorpffer FDIC insurance up to $50 million in depogitr customer through reciprocal
agreements with other network participating banks.

Other sources of funds available to meet daily aéedude the sales of securities under agreentemépurchase. Also, the Bank is a men
of the FHLB of Cincinnati. As a member of the FHLtBe Bank has access to credit products of the FHLBe Bank views these borrowings
as a low cost alternative to other time depositsDecember 31, 2011, the amount of available tfedin the FHLB totaled $96 million. See
Note 10 for further information regarding advanfresn the Federal Home Loan Bank. Also, the Bark daailable federal funds purcha:
lines with correspondent banks totaling $65 milliddancorp also is eligible to borrow from the Fed&eserve Bank of St. Louis based u
its asset size.

Over the normal course of business, Bancorp emttrsertain forms of off-balance sheet transaajancluding unfunded loan commitments
and letters of credit. These transactions are gehthrough Bancorp’s various risk management pseEe Management considers both on-
balance sheet and off-balance sheet transactiatsemaluation of Bancorp’s liquidity.

Sources and Uses of Cash

Cash flow is provided primarily through the finamgiactivities of the Bank which include raising dsips and the borrowing of funds from
institutional sources such as advances from FHLdBfad funds purchased as well as scheduled loaynegnts. These funds are then
primarily used to facilitate the investment actast of the Bank which include making loans and pasing securities for the investment
portfolio. Another important source of cash isnfrthe net income of the Bank from operating adésit As discussed in Note 16 to
Bancorp’s consolidated financial statements, akofiary 1 of any year the Bank may pay dividend®upe Bank’s net income of the prior
two years less any dividends paid for the sameywars. Regulatory approval is required for divideexceeding these amounts. Prior to the
declaration of dividends, management considergffieet such payments will have on total stockhdtlequity and capital ratios. For more
specific information, see the consolidated statdro€nash flows in Bancorp’s consolidated finanatements.

Commitments
In the normal course of business, Bancorp is garctivities that contain credit, market and ofieral risk that are not reflected in whole or
in part in Bancorp’s consolidated financial statatse Such activities include: traditional off-aate sheet credit-related financial

instruments, commitments under operating leasesoagdterm debt.

The Bank provides customers with off-balance sheslit support through loan commitments and stanelttgrs of credit. Summarized
credit-related financial instruments, including bbcbmmitments to extend credit and letters of ¢radDecember 31, 2011 are as follows:

Amount of commitment expiration per period

Less than 1-3 3-5 Over 5
(In thousands) Total 1 year Years Years Years
Unused loan commitmen $ 318,900 $ 21151« $ 45,49: $ 34,01 $ 27,88¢
Standby letters of credit 13,28¢ 8,68¢ 4,50z 10C 1

Since some of the unused commitments are expaztexpire or may not be fully used, the total amafrdommitments in the preceding
table does not necessarily represent future cagliregnents.
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In addition to owned banking facilities, Bancorsetered into long-term leasing arrangementsppat the ongoing activities of Bancorp.
Bancorp also has required future payments foffiaett benefit retirement plan, long-term debt ama maturity of time deposits. In 2009,
Bancorp executed an agreement to acquire markegjihts for a sports and entertainment venue. Bgnceives revenue from the
relationship which offsets a portion of the expanseer the term of the agreement. See Note 10, NgtBlote 14 and Note 17 to Bancorp’s
consolidated financial statements for further infation on Federal Home Loan Bank advances, subatetirdebentures, the defined benefit
retirement plan and operating leases.

The required payments under such commitments atbieer 31, 2011 are as follows:

Payments due by period

Less than 1-3 3-5 Over 5
(In thousands) Total 1 year Years Years Years
Operating lease $ 10,23 $ 1,77¢  $ 2,801 $ 1,99¢ $ 3,65¢
Defined benefit retirement ple 4,11 12z 207 16¢ 3,614
Time deposit maturitie 408,66° 256,54¢ 128,87 23,23¢ 4
Federal Home Loan Bank advan: 60,43 12 40,02 20,02« 37z
Subordinated debentur 10,00( — — 10,00(
Trust preferred securitie 30,90( — — — 30,90(
Other 3,20( 40C 80C 80C 1,20(C
Capital

Information pertaining to Bancorp’s capital balamesd ratios follows:

Years ended December 3

(Dollars in thousands, except share date 2011 2010 2009
Stockholder equity $ 187,68t $ 169,86 $ 153,61
Dividends per shar $ 0.7z $ 0.6¢ $ 0.6¢
Tier 1 risk-based capite 12.7% 12.0€6% 11.6€6%
Total risk-based capite 14.62% 13.9% 13.55%
Leverage ratio 10.52% 10.31% 10.1€6%

Importantly, the strengthening of Bancorp’s capi@sition has occurred concurrently with growttagsets, not as a result of shrinkage of the
balance sheet. Bancorp intends to maintain cagitials at these historically high levels at leatttlisuch time as the economy demonstrates
sustained improvement. Since 2008, Bancorp hanbathare buyback plan, choosing instead to coatiogrow its capital in the face of
uncertain economic times and regulatory environmé&ny. Bancorp increased its cash payout to stwidens during 2011 to an annual
dividend of $0.72, up from $0.69 per share in 207s represents a payout ratio of 42.11% baseduhsit EPS and an annual yield of 3.51%
based upon an annualized fourth quarter dividetedanad year-end closing stock price.

Bank holding companies and their subsidiary bam&gequired by regulators to meet risk-based clgtidmdards. These standards, or ratios,
measure the relationship of capital to a combimatibbalance sheet and off-balance sheet risksvahe of both balance sheet and off-
balance sheet items are adjusted to reflect crisl. The increase in capital ratios from 201QQa1 resulted largely from the growth of
retained earnings. See Note 11 for more detadlrdigg the subordinated debenture component ofatapiote 21 to the consolidated
financial statements provides more details of raguy capital requirements, as well as capitabsatif Bancorp and the Bank. Bancorp and
the Bank exceed regulatory capital ratios requiodoe well capitalized. Management considers ffezes of growth on capital ratios as it
contemplates plans for expansion.
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One component of equity is accumulated other cohgneive income (loss) which, for Bancorp, cong$tset unrealized gains or losses on
securities available for sale and a minimum penBadaility, both net of taxes. Accumulated othengquehensive income was $5,462,000 and
$3,139,000 at December 31, 2011 and 2010, respdctivhe $2,323,000 increase is primarily a reftecbf the effect of the changing intel
rate environment during fiscal year 2011 on theiatbn of the Bank’s portfolio of securities avaik for sale.

The following table presents various key financ#ios:

Years ended December 3

2011 2010 2009

Return on average ass 1.2(% 1.24% 0.95%
Return on average stockholc’ equity 13.1/% 14.02% 10.82%
Dividend payout ratio, based on basic E 42.1% 41.0% 56.671%
Average stockholders’ equity to average assets 9.17% 8.85% 8.7t%

Fair Value Measurements

Bancorp follows the provisions of the authoritatgugdance for fair value measurements. This guidas definitional and disclosure orien
and addresses how companies should approach nmepfairivalue when required by US GAAP. The guidapoescribes various disclosures
about financial statement categories and amounishvare measured at fair value, if such disclosaresot already specified elsewhere in
US GAAP.

The authoritative guidance defines fair value asptice that would be received to sell an assphaat to transfer a liability in an orderly
transaction between participants at the measuredatat The guidance, which requires fair valuesusaments to be classified as Level 1
(quoted prices), Level 2 (based on observable g)mrtLevel 3 (based on unobservable, internallyvdd inputs), is discussed in more detail
in Note 18 to the consolidated financial statements

Bancorp’s investment securities available for salé derivative instruments are recorded at famevan a recurring basis. Other accounts
including mortgage loans held for sale, mortgageisiag rights, impaired loans and other real estatned may be recorded at fair value
non-recurring basis, generally in the applicatibtower of cost or market adjustments or write-devari specific assets.

The portfolio of investment securities available $ale is comprised of debt securities of the Ur8asury and other U.S. government-
sponsored corporations, mortgage-backed secumtidigiations of state and political subdivisionsddrust preferred securities of other
banks. Trust preferred securities are priced ugiraied prices of identical securities in an actharket, and are classified as Level 1
measurements. All other securities are pricedgusiandard industry models or matrices with variassumptions such as yield curves,
volatility, prepayment speeds, default rates, tualeie, credit rating and market prices for therinstents. These assumptions are generally
observable in the market place and can be deriosd 6r supported by observable data. These sexudte classified as Level 2
measurements.

Interest rate swaps are valued using primarily L&viaputs. Fair value measurements are obtairmd fin outside pricing service. Prices
obtained are generally based on dealer quoteshbrerk forward yield curves, and other relevant olegle market data. For purposes of
potential valuation adjustments to derivative pos#, Bancorp evaluates the credit risk of its ¢etparties as well as its own credit risk. To
date, Bancorp has not realized any losses duedargerparty’s inability to perform and the chamgealue of derivative assets and liabilities
attributable to credit risk was not significant ithgr2011.

Mortgage loans held for sale are recorded at tWerd@f cost or market value. The portfolio is coiapd of residential real estate loans and
fair value is based on specific prices of undedy@ontracts for sales to investors. These measmsnare classified as Level 2.
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Mortgage servicing rights (“MSRs”"), carried in otlassets, are recorded at fair value upon camtadiz, are amortized to correspond with
estimated servicing income, and are periodical§esased for impairment based on fair value at thertiag date. Fair value is based on a
valuation model that calculates the present vafustimated net servicing income. The model incoates assumptions that market
participants would use in estimating future nevieémg income. These measurements are classifieges 3. At December 31, 2011 and
2010 there was no valuation allowance for the M&Rghe fair value exceeded the carrying value.

Other real estate owned, which is carried at thvetaf cost or fair value, is periodically asses&edmpairment based on fair value at the
reporting date. Fair value is determined from mxdkappraisals using judgments and estimatestefred professionals. Many of these
inputs are not observable and, accordingly, thesasorements are classified as Level 3. At DeceBihe2011 and December 31, 2010, the
carrying value of other real estate owned was $/000 and $5,445,000, respectively. The ongoimgeaic stress on borrowers witnessed
from 2008 through 2011 has resulted in an increagareclosures.

Loans are measured for impairment and, if indicagesbecific allocation is established based orviéthee of underlying collateral. Impaired
loans include non-accrual loans and loans accoudoteas troubled debt restructuring. For impail@hs, the fair value is calculated as the
carrying value of loans with a specific valuatidio@ance, less the specific allowance. At Decen@igr2011 and December 31, 2010, the
carrying value of impaired loans was $10,021,000 $$,521,000, respectively. These measurementdamsified as Level 3.

US GAAP requires that goodwill no longer be amedizbut instead be tested for impairment at leastally. Annual evaluations have
resulted in no charges for impairment, as thevalue is substantially in excess of the carryinly@a Bancorp currently has goodwill from
acquisition of a bank in southern Indiana in theant of $682,000. Fair value is based on a valnainalysis that incorporates present value
of financial assets of the commercial and retaildidg segment of the Bank. The model incorporatssimptions that market participants
would use in estimating future cash flows and tpe@sent value. These measurements are clasagfiedvel 3.

See Note 18 for details of fair value measurements.
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Non-GAAP Financial Measures

In addition to capital ratios defined by bankingutators, Bancorp considers various ratios whefuatiag capital adequacy, including
tangible common equity to tangible assets, andiltd&dgommon equity per share, all of which are @RAP measures. Bancorp believes
these ratios are important because of their widespuse by investors as means to evaluate cagéquacy, as they reflect the level of cay
available to withstand unexpected market conditidBscause US GAAP does not include capital ragasares, there are no US GAAP
financial measures comparable to these ratiosfdllmaving table reconciles Bancorp’s calculationtioé measures to amounts reported under
US GAAP.

December 31,

(in thousands, except per share data) 2011 2010

Total equity (a $ 187,68t $ 169,86:
Less goodwill (682) (682)
Tangible common equity (c) 187,00« 169,17¢
Total assets (k $ 2,053,09 $ 1,902,94!
Less goodwill (682) (682)
Total tangible assets (d) 2,052,41! 1,902,26.
Total shareholde’ equity to total assets (a/ 9.14% 8.91%
Tangible common equity ratio (c/d) 9.11% 8.8¢%
Number of outstanding shares ( 13,81¢ 13,737
Book value per share (a/ $ 135¢ % 12.3i
Tangible common equity per share (c/e) 13.5: 12.32

Recently Issued Accounting Pronouncements

In September 2011, the FASB issued ASU No. 2011r@8ngibles—Goodwill and Othemwhich permits an entity to make a qualitative
assessment of whether it is more likely than nat ghreporting unit’s fair value is less than ésrging amount before applying the two-step
goodwill impairment test. If an entity concludessiinot more likely than not that the fair valuesofeporting unit is less than its carrying
amount, it need not perform the twtep impairment test. The ASU is effective for aadrand interim goodwill impairment tests perforniec
fiscal years beginning after December 15, 2011e ddhoption of ASU 2011-08 is not expected to hawvargpact on Bancorp’s financial
statements.

In May 2011, the FASB issued ASU No. 2011-8f& endments to Achieve Common Fair Value MeasureanenDisclosure Requirements in
U.S. GAAP and International Financial Reporting i8tards (Topic 820)-Fair Value MeasureméASU 2011-04), to provide a consistent
definition of fair value and ensure that the faafue measurement and disclosure requirementsrailarsbetween U.S. GAAP and
International Financial Reporting Standards. ASW1204 changes certain fair value measurement ptesiand enhances the disclosure
requirements particularly for level 3 fair valueasarements. ASU 2011-04 is effective for Bancorisifiirst quarter of fiscal 2012 and will
be applied prospectively. Bancorp is evaluatirggithpact of ASU 2011-04, and believes there wilhbesignificant impact on its
consolidated financial statements.
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In December 2011, the FASB issued ASU No. 2011Bi4¢losures about Offsetting Assets and Liabilifiedich requires disclosures to

allow investors to better compare financial statetm@repared under U.S. GAAP with financial stateta@repared under International
Financial Reporting Standards (IFRS). Entitiesrarpiired to provide disclosures about financialrimaents and derivative instruments that
are either offset on the statement of financialtfmsor subject to an enforceable master nettimgreyement or similar agreement, irrespet

of whether they are offset on the statement ofnfiie position. Entities are required to providerboet and gross information for these assets
and liabilities in order to enhance comparabiligpvireen those entities that prepare their finarst&tements on the basis of U.S. GAAP and
those entities that prepare their financial statésen the basis of IFRS. The ASU is effectivedonual periods beginning January 1, 2013,
and interim periods within those annual periodgré&pective application is required. The adoptdASU 2011-11 is not expected to have
an impact on Bancorp’s financial statements.

Iltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

Information required by this item is included iert 7, “Management’s Discussion and Analysis of ke Condition and Results of
Operations” of this Form 10-K.

Item 8. Financial Statements and Supplementary Data

The following consolidated financial statement8ahcorp, and reports of independent registered@abtounting firm and management are
included below:

Consolidated Balance She- December 31, 2011 and 20

Consolidated Statements of Inco- years ended December 31, 2011, 2010 and

Consolidated Statements of Changes in Stockh¢ Equity - years ended December 31, 2011, 2010 and
Consolidated Statements of Comprehensive Inc- years ended December 31, 2011, 2010 and
Consolidated Statements of Cash Fl- years ended December 31, 2011, 2010 and

Notes to Consolidated Financial Stateme

Report of Independent Registered Public AccourfEing

Managemer's Report on Consolidated Financial Statem
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Consolidated Balance Sheets

December 31,

(Dollars in thousands) 2011 2010
Assets
Cash and due from ban 32,90 $ 17,70
Federal funds sold and interest bearing due fronks 22,01¢ 23,95:¢
Mortgage loans held for sa 4,381 12,38
Securities available for sale (amortized cost ¢f3859 in 2011 and $240,097 in 20: 352,18t! 245,33
Securities held to maturity (fair value of $22 D) — 20
Federal Home Loan Bank sto 4,94¢ 4,771
Other securitie: 1,001 1,001
Loans 1,544,84! 1,508,42!
Less allowance for loan losses 29,74¢ 25,54
Net loans 1,515,10! 1,482,88.
Premises and equipment, | 36,61 31,66¢
Bank owned life insuranc 27,14: 26,12+
Accrued interest receivab 5,96¢ 6,28¢
Other assets 50,84+ 50,82(
Total assets 2,053,09 $ 1,902,94!
Liabilities
Deposits

Non-interest bearini 31358 $ 247,46!

Interest bearing 1,304,15. 1,246,00.

Total deposits 1,617,73 1,493,46!

Securities sold under agreements to repurc 66,02¢ 60,07t
Federal funds purchas 37,27: 25,43¢
Other shor-term borrowings 1,99¢
Accrued interest payab 232 304
Other liabilities 42,81( 50,46
Federal Home Loan Bank advan: 60,43: 60,44:
Subordinated debentures 40,90( 40,90(
Total liabilities 1,865,41. 1,733,08
Stockholders’ equity
Preferred stock, no par value; 1,000,000 shard®ered; no shares issued or outstan: — —
Common stock, no par value; 20,000,000 shares Atk issued and outstanding 13,819,319 shi

in 2011 and 13,736,942 shares in 2 6,95: 6,67¢
Additional paic-in capital 14,59¢ 12,20¢
Retained earning 160,67: 147,83
Accumulated other comprehensive income 5,46z 3,13¢
Total stockholders’ equity 187,68t 169,86:
Total liabilities and stockholders’ equity 2,053,09 $ 1,902,94!

See accompanying notes to consolidated financ#tsients.
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Consolidated Statements of Income

Years ended December 31,

(In thousands, except per share data) 2011 2010 2009
Interest income
Loans $ 79,04¢ $ 79,200 $ 76,88¢
Federal funds sol 25k 13¢ 79
Mortgage loans held for sa 231 33¢ 38¢
Securities

Taxable 5,17¢ 5,27¢ 5,37¢

Tax-exempt 1,33( 1,197 1,121
Total interest income 86,03¢ 86,14¢ 83,85¢
Interest expense
Deposits 10,10¢ 13,17( 18,00:
Securities sold under agreements to repurc 258 332 271
Federal funds purchas 38 45 63
Other shor-term borrowings — — —
Federal Home Loan Bank advan: 1,46( 2,26¢ 3,341
Subordinated debentures 3,451 3,454 3,50¢
Total interest expense 15,30: 19,267 25,18!
Net interest income 70,73: 66,87¢ 58,67¢
Provision for loan losses 12,60( 11,46¢ 12,77¢
Net interest income after provision for loan losse 58,13 55,41( 45,90(
Non-interest income
Investment management and trust serv 13,84: 13,26( 11,18(
Service charges on deposit accol 8,34¢ 8,60( 8,531
Bankcard transaction reven 3,72 3,31 2,90¢
Gains on sales of mortgage loans held for 2,12 2,321 2,16:
Gains (losses) on sales of securities availablsdta — 15¢ (339
Brokerage commissions and fe 2,21¢ 2,13¢ 1,74¢
Bank owned life insurance incor 1,01¢ 99t 98¢
Other 1,97: 2,95¢ 2,85¢
Total non-interest income 33,24« 33,73¢ 30,03¢
Non-interest expense:
Salaries and employee bene 33,12¢ 33,48t 30,14%
Net occupancy expen: 5,192 4,93¢ 4,18¢
Data processing expen 5,014 4,83¢ 4,47¢
Furniture and equipment exper 1,29¢ 1,272 1,23¢
FDIC insurance 1,65¢ 2,03¢ 2,68
Loss (gain) on other real estate ow! 1,71€ (12) —
Other 11,58( 10,57¢ 9,96:
Total non-interest expense: 59,58: 57,13: 52,69¢
Income before income taxes 31,79¢ 32,01¢ 23,24
Income tax expense 8,191 9,06¢ 6,93:
Net income $ 23,60¢ $ 22,95! $ 16,30¢
Net income per share, basi $ 1.71 $ 168 $ 1.2C
Net income per share, dilutec $ 171§ 167 $ 1.1¢

See accompanying notes to consolidated financ#tsients.
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Consolidated Statements of Changes in StockholderEquity

Three years ended December 31, 2011

Accumulated

Common stock Additional other

(In thousands, except per share Number of paid-in Retained comprehensive

data) shares Amount capital earnings income (loss’ Total
Balance December 31, 20 13,47¢ $ 580z $ 7,48t $ 128,920 $ 2,29C $ 144,50(
Net income — — — 16,30¢ — 16,30¢
Other comprehensive income, net of — — — — (97) (92)
Stock compensation exper — — 691 — — 691
Shares issued for stock options exerc 114 37¢ 1,20¢ — — 1,58:
Shares issued for dividend reinvestment | 10 35 21¢ — — 254
Shares issued for n-vested restricted stoc 26 85 481 (56€) — —
Cash dividends, $0.68 per sh — — — (9,23¢) — (9,23¢)
Shares repurchased and cancelled (17) (57) (35]) 15 — (399
Balance December 31, 20 13,607 $ 6,24¢ $ 9,72¢ $ 13544: % 2,19¢ 153,61«
Net income — — — 22,95: — 22,95
Other comprehensive income, net of — — — 94C 94C
Stock compensation exper — — 952 — — 952
Shares issued for stock options exerc 93 311 91¢ — — 1,23(
Shares issued for dividend reinvestment | 1 2 14 — — 16
Shares issued for n-vested restricted stoc 54 181 961 (1,147 — —
Cash dividends, $0.69 per sh — — — (9,44%) — (9,44%)
Shares repurchased and cancelled (18) (59) (369) 32 — (396)
Balance December 31, 20 13,737 $ 6,67¢ $ 12,20¢ $ 147,83 $ 3,13¢ 169,86:
Net income — — — 23,60¢ — 23,60¢
Other comprehensive income, net of — — — — 2,32: 2,32:
Stock compensation exper — — 1,16t — — 1,168
Shares issued for stock options exerc 47 157 49: — — 65C
Shares issued for dividend reinvestment | 1 2 11 — — 13
Shares issued for n-vested restricted stoc 42 14C 86¢€ (1,006 — —
Cash dividends, $0.72 per sh. — — — (9,930 — (9,930
Shares repurchased and cancelled (8) (25) (142) 167 — —
Balance December 31, 2011 13,81¢ $ 6,95 $ 1459¢ $ 160,67: $ 5,467 187,68t

See accompanying notes to consolidated financsgstents.

45




Table of Contents
Consolidated Statements of Comprehensive Income

Years ended December 31,
(In thousands) 2011 2010 2009

Net income $ 23,60¢ $ 22,95: $ 16,30¢
Other comprehensive income (loss), net of

Unrealized gains (losses) on securities availaiiesdle:
Unrealized gains (losses) arising during the pefined of tax of $1,362,

$580, and $(163), respective 2,53( 1,07¢ (309)
Reclassification adjustment for securities losg@sng) realized in income

(net of tax of $0, $(56), and $119, respectiv: — (103 22(
Minimum Pension Liability adjustment (net of tax®(fL11), $(18), and $(4),

respectively’ (207) (33 (8)

Other comprehensive income (loss) 2,32: 94C 97

Comprehensive income $ 25,927 $ 23,89 $ 16,21%

See accompanying notes to consolidated financsisients.
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Consolidated Statements of Cash Flows

Years ended December 31

(in thousands) 2011 2010 2009
Operating activities
Net income 23,60¢ $ 22,95: $ 16,30¢
Adjustments to reconcile net income to net caskigenl by operating activitie:
Provision for loan losse 12,60( 11,46¢ 12,77t
Depreciation, amortization and accretion, 4,01¢ 3,27¢ 2,55¢
Deferred income tax bene (2,069 (1,556 (1,949
Loss (gain) on sale of securities available foe — (159) 33¢
Gains on sales of mortgage loans held for (2,129 (2,32 (2,169
Origination of mortgage loans held for s (126,30¢) (173,119 (231,399
Proceeds from sale of mortgage loans held for 136,43« 176,29! 223,26:
Bank owned life insurance incor (1,019 (99%) (98¢)
Decrease (increase) in value of private investrierd 421 (60€) (459
Loss (gain) on the sale of foreclosed as 1,71€ 27 (46)
Loss on the disposal of equipm 382 2 —
Stock compensation exper 1,168 952 691
Excess tax benefits from sh-based compensation arrangems (125) (140 (249
Valuation losses reversal of mortgage servicingts — — (17¢)
Decrease (increase) in accrued interest receiatuleother asse 3,53: (6,959 (6,374
Increase (decrease) in accrued interest payabletaed liabilities (7,80%) 7,52( 91¢€
Net cash provided by operating activities 44,42¢ 36,64« 13,04¢
Investing activities
Purchases of securities available for ¢ (404,51, (254,33) (268,06¢)
Proceeds from sale of securities available for — 27,06« 7,774
Proceeds from maturities of securities availabtestde 300,62( 210,90 203,75¢
Proceeds from maturities of securities held to mitgt 20 15 8
Net increase in loar (57,03 (84,559 (84,62¢)
Purchases of premises and equipn (8,249 (6,173 (2,607
Proceeds from disposal of equipm 7 4 —
Proceeds from sale of foreclosed assets 7,20¢ 1,80¢ 1,012
Net cash used in investing activitie (161,94) (105,26¢) (142,749
Financing activities
Net increase in deposi 124,27: 75,28¢ 147,25¢
Net increase in securities sold under agreemenmtpiarchase and federal funds purche 17,78¢ 14,67: 4,32
Net (decrease) increase in other s-term borrowings (1,999 18¢ 677
Proceeds from Federal Home Loan Bank adva — 50,00( 20,46(
Repayments of Federal Home Loan Bank adva (12) (50,017 (30,007
Prepayment penalty on modification of Federal Haman Bank advance — (1,33¢) —
Repayments of subordinated debent — (30 (30
Issuance of common stock for options and divideziadvestment pla 70& 1,10¢€ 1,68
Excess tax benefits from sh-based compensation arrangeme 12t 14C 244
Common stock repurchas (167) (39¢) (393)
Cash dividends paid (9,930 (11,76%) (9,21))
Net cash provided by financing activities 130,78: 77,85: 135,00¢
Net increase in cash and cash equivalen 13,26¢ 9,231 5,311
Cash and cash equivalents at beginning of yei 41,65t 32,42¢ 27,11
Cash and cash equivalents at end of peric 54,92( $ 41,65 $ 32,42«
Supplemental cash flow information:
Income tax paymen 4,611 $ 8,94t $ 9,15¢
Cash paid for intere: 15,37¢ 19,39( 25,44
Supplemental nor-cash activity:
Transfers from loans to foreclosed assets 12,21¢  $ 577¢ $ 75¢

See accompanying notes to consolidated financ#tsients.
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Notes to Consolidated Financial Statements

(1) Summary of Significant Accounting Policies
Principles of Consolidation and Nature of Operatios

The consolidated financial statements include tuants of S.Y. Bancorp, Inc. (Bancorp) and its lyhawned subsidiary, Stock Yards
Bank & Trust Company (the Bank). S.Y. Bancorp @apirust Il is a Delaware statutory trust thaaigholly-owned unconsolidated finance
subsidiary of S.Y. Bancorp, Inc. Significant itempany transactions and accounts have been etediimaconsolidation. Certain prior year
amounts have been reclassified to conform to tid 2Besentation. Bancorp has evaluated subsequents for recognition or disclosure up
to the date on which financial statements wereeidsand determined there were none.

In addition to traditional commercial and persdoahking activities, the Bank has an investment mameent and trust department offering a
wide range of trust administration, investment ngamaent, retirement planning, estate administraiwhfinancial planning services. The
Bank’s primary market area is Louisville, Kentuakyd surrounding communities including southerndndi Other markets include
Indianapolis, Indiana where the Bank has two feilvice branches, and Cincinnati, Ohio where thekBwas three full service branches.

Basis of Financial Statement Presentation and Usd Bstimates

The consolidated financial statements of Bancorpiensubsidiaries have been prepared in conforwiity accounting principles generally
accepted in the United States of America (US GAAR) conform to predominant practices within thekiragmindustry. In preparing the
consolidated financial statements, managementjigned to make estimates and assumptions thattdffeceported amounts of certain assets
and liabilities and disclosure of contingent assets liabilities at the date of the financial staémts and the reported amounts of related
revenues and expenses during the reporting pekictdal results could differ from those estimatestéfial estimates that are particularly
susceptible to significant change relate to theatidn of other real estate owned, determinatiothefallowance for loan losses and income
tax assets, estimated liabilities and expense.

Cash and Cash Equivalents

Cash and cash equivalents include cash and duelbiaoks and Federal funds sold as segregated actimnpanying consolidated balance
sheets.

Securities

Securities that Bancorp has the intent and akiityold until maturity are carried at amortizedtc&ecurities available for sale include
securities that may be sold in response to chaingaterest rates, resultant prepayment risk ahérdiactors related to interest rate and
prepayment risk changes. Securities availabledtar are carried at fair value with unrealized gainksses, net of tax effect, included in
stockholders’ equity. Amortization of premiums aaatretion of discounts are recorded using theestenethod over the life of the security.
Gains or losses on sales of securities are commumedspecific identification cost basis for setiesi Declines in the fair value of investment
securities available for sale (with certain excemdifor debt securities noted below) that are deeimée other-than-temporary are charged to
earnings as a realized loss, and a new cost lmadisef securities is established. In evaluatingethan-temporary impairment, management
considers the length of time and extent to whiehfttir value has been less than cost, the finaooiadiition and near-term prospects of the
issuer, and the intent and ability of the Compansetain its investment in the issuer for a penbtime sufficient to allow for any anticipated
recovery in fair value in the near term. Declineshie fair value of debt securities below amortizedt are deemed to be other-tliamporary

in circumstances where: (1) the Company has tleaiiib sell a security; (2) it is more likely thaat that the Company will be required to ¢
the security before recovery of its amortized txzstis; or (3) the Company does not expect to redbeeentire amortized cost basis of the
security. If the Company intends to sell a seyuitif it is more likely than not
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that the Company will be required to sell the sitgiloefore recovery, an other-than-temporary impaint write-down is recognized in
earnings equal to the difference between the dgtauemortized cost basis and its fair value. Ifesmity does not intend to sell the security or
it is not more likely than not that it will be reiged to sell the security before recovery, the othan-temporary impairment write-down is
separated into an amount representing creditVasigh is recognized in earnings, and an amountaélt all other factors, which is
recognized in other comprehensive income. Declimeslue judged to be other-than-temporary areuichet! in gains (losses) on sales of
securities available for sale in the consolidatatesnents of income. See Note 3 for additionarimfation on investment securities.

Mortgage Loans Held for Sale

Mortgage loans held for sale are initially recoréédhe lower of cost or market value on an indialdoan basis. All mortgage loans are
covered by investor commitments, so gains on sdleswortgage loans are recorded at the time of désbment of loan proceeds at the
difference between the sales proceeds and thesl@anying value net of any origination costs. €ach loan in the portfolio there is a
commitment to purchase by an investor.

Loans

Loans are stated at the unpaid principal balarsret deferred loan fees or costs. Loan feesfragty costs, are deferred and amortized

the life of the related loan on an effective yiblkis. Interest income on loans is recorded oratbeual basis except for those loans in a non-
accrual income status. Loans are placed in a noruakincome status when the prospects for recogdsoth principal and accrued interest
are considered doubtful or when a default of pgator interest has existed for 90 days or moreamsuch a loan is well secured and in the
process of collection. When a loan is placed am-accrual status, any interest previously accrugabt yet collected is reversed against
current income. Interest income is recorded oash dasis during the period a loan is on non-atstatus so long as the recovery of
principal is reasonably assured. Non-accrual loaag be returned to accrual status once the prtsfmaecovering both principal and
accrued interest are reasonably assured. Loarseoented for as troubled debt restructuring wherBank, for economic or legal reasons
related to the debtor’s financial difficulties, gta a concession to the debtor that it would nle¢tise consider. If a restructured loan at a
current market rate performs according to its uestired terms, it shall be removed from restructwtatus generally after six months.

Loans are classified as impaired when it is prob#ie Bank will be unable to collect interest andgpal according to the terms of the loan
agreement. These loans are measured based oretfempvralue of future cash flows discounted atdahmrs’ effective interest rate or at the
estimated fair value of the loans’ collateral, pfplicable. Impaired loans consist of loans in @@orual status or loans accounted for as
troubled debt restructuring.

Allowance for Loan Losses

The allowance for loan losses is maintained avel ldhat adequately provides for probable losskerent in the loan portfolio. Management
determines the adequacy of the allowance basedmsideration of the following principal elements:

e  Specific allocations are based upon probable lozsésdividually evaluated impaired loans. Thestneates are based primarily upon
collateral value less a discount representing es@ichliquidation costs, but other objective facgursh as payment history and financial
condition of the borrower or guarantor may be coesed as well.

»  Allocations for individually significant loans ndefined as impaired are assigned a loss allocéditinr based on estimates needed for
pools of loans with similar risk.

»  Allocations for loans not reviewed are totaled bgrl category and are assigned a loss allocatidorfiaased upon the Bank’s historical
net loss percentages by loan type.

* Additional allowance allocations are included basedubjective factors not necessarily associaiddanspecific credit or loan categc
which represent managemengffort to ensure that the overall allowance éanl losses appropriately reflects a margin foiiriy@ecisior
necessarily inherent in the
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estimates of expected credit losses. Managemesidars a number of subjective factors, includgal and general economic business
factors and trends and portfolio concentrations.

Based on this quantitative and qualitative analysisvisions are made to the allowance for loasdgs Such provisions are reflected as a
charge against current earnings in Bancorp’s cafesield statements of income.

The allocation of the allowance for loan lossedday category is a result of the analysis above. Sdme procedures used to determine
requirements for the allowance for loan losseshéistathe distribution of the allowance by loanegmiry. The distribution of the allowance
will change from period to period due to changethaidentified risk in each loan in the portfolahanges in the aggregate loan balances by
loan category, and changes in management’s vigheoubjective factors noted above. Although tlewance for loan losses is comprised
of specific and general allocations the entirevadioce is available to absorb any credit losses.

The adequacy of the allowance for loan losses isitoi@d by the internal loan review staff and repdrguarterly to the Audit and Loan
Committees of the Board of Directors. Various regly agencies, as an integral part of their exation process, periodically review the
adequacy of Bancorp’s allowance for loan lossesh@gencies may require Bancorp to make additiprmadisions to the allowance based
upon their judgments about information availabléhiem at the time of their examinations.

Premises and Equipment

Premises and equipment are carried at cost, lessradated depreciation and amortization. Depremiadif premises and equipment is
computed using straight-line methods over the egchuseful lives of the assets ranging from Jtgekrs. Leasehold improvements are
amortized on the straight-line method over the teofrthe related leases, including expected rergwalover the useful lives of the
improvements, whichever is shorter. Maintenanakrapairs are expensed as incurred while majottiaddiand improvements are
capitalized.

Other Assets

Bank-owned life insurance is carried at net realeaalue, which considers any applicable surrentiarges. Also, the Bank maintains life
insurance policies other than BOLI in conjunctioithwts non-qualified defined benefit and non-gfiai compensation plans.

Other real estate is carried at the lower of coststimated fair value minus estimated selling £o&hy write downs to fair value at the date
acquisition are charged to the allowance for l@msés. In certain situations, improvements to peepssets for sale are capitalized if those
costs increase the estimated fair value of thet.agSgenses incurred in maintaining assets, wiatens to reflect subsequent declines in
value, and realized gains or losses are reflectegpeérations and are included in non-interest irecamd expense.

Bancorps investment in a domestic private investment figrebmprised of bank and other financial indusegwities and is accounted for
an equity-method investment in accordance with US\B.

Mortgage servicing rights (MSRs) are amortizedriopprtion to and over the period of estimated eetising income, considering
appropriate prepayment assumptions. MSRs are &eauarterly for impairment by comparing the yiag value to the fair value.

Gooduwill is measured and evaluated at least annt@llimpairment. No impairment charges have bidegmed necessary or recorded to
as the fair value is substantially in excess ofddeying value.

Securities Sold Under Agreements to Repurchase
Bancorp enters into sales of securities under aggaeto repurchase at a specified future dateh 8&pmurchase agreements are considered
financing agreements and, accordingly, the obligatd repurchase assets sold is reflected asilityiab the consolidated balance sheets of

Bancorp. Repurchase agreements
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are collateralized by debt securities which are edvand under the control of Bancorp. These agreenage used in conjunction with
corporate cash management accounts.

Repurchased Shares of Common Stock

The repurchase of Bancorp’s common stock is recbatieost, and repurchased shares are returnkd stetus of authorized, but unissued.
Amounts recorded in common stock are based ontalbedsvalue of the shares, as there is no par vatasidual amounts are recorded in
additional paid in capital.

Income Taxes

Bancorp accounts for income taxes using the asskliability method. The objective of the asset &ability method is to establish deferred
tax assets and liabilities for temporary differenbetween the financial reporting and the tax bat&ancorp’s assets and liabilities at
enacted tax rates expected to be in effect whem amounts are realized or settled. The effect dardkd tax assets and liabilities of a change
in tax rates is recognized in the statement ofrimedn the period that includes the enactment date.

No valuation allowance for deferred tax assetsm@asrded as of December 31, 2011 and 2010 becaursmb has sufficient prior taxakt
income and tax planning strategies to allow folizstfion of the deductible temporary differencesd a&apital loss carryforwards within the
carryforward period. Management believes it iserliely than not that all deferred tax assets bélrealized.

To the extent unrecognized income tax benefits iec@ealized or the related accrued interest imngdr necessary, Bancorp’s provision for
income taxes would be favorably impacted. As ofé&eber 31, 2011 and 2010, the gross amount of ognézed tax benefits was $101,000
and $230,000, respectively. If recognized, athef tax benefits would increase net income, rewyiti a decrease in the effective tax rate.
The amount of unrecognized tax benefits may iner@aslecrease in the future for various reasowefijdimg adding amounts for current year
tax positions, expiration of open income tax retwne to statutes of limitation, changes in managgis judgment about the level of
uncertainty, status of examination, litigation degislative activity, and the addition or elimiratiof uncertain tax positions.

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefitmagome tax expense. As of December 31,
2011 and 2010, the amount accrued for the potgudiainent of interest and penalties was $7,000 26¢D80, respectively.

Bancorp invests in certain partnerships that yi@elincome housing, historic and new market taxditeeas well as tax deductible losses.
These tax benefits are recognized in income tarm@sg using an effective yield method over thediféthe investment.

Net Income Per Share

Basic net income per common share is determinatiiiging net income by the weighted average nunobeshares of common stock
outstanding. Diluted net income per share is datexdhby dividing net income by the weighted averagmber of shares of common stock
outstanding plus the weighted average number aestthat would be issued upon exercise of dilubp#ons, assuming proceeds are used to
repurchase shares under the treasury stock method.

Comprehensive Income

Comprehensive income is defined as the changeuiitye@et assets) of a business enterprise duripgri@ad from transactions and other
events and circumstances from non-owner sourcesB&ncorp, this includes net income, changes iralized gains and losses on available
for sale investment securities, net of taxes, amimum pension liability adjustments, net of taxes.
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Segment Information

The Bank provides a broad range of financial ses/to individuals, corporations and others throitgthirty full service banking locations as
of December 31, 2011. These services include hgnalind deposit services, cash management sersemsities brokerage activities,
mortgage origination and investment managementraistiactivities. The Bank’s operations are coaiséd by management to be aggregated
in two reportable operating segments: commerciakipg and investment management and trust.

Stock-Based Compensation

For all awards granted after 2005, stock-based eosgtion expense recognized is based on the fai vhthe portion of stock-based
payment awards that are ultimately expected tq vedticed for estimated forfeitures. US GAAP reegliiorfeitures to be estimated at the
time of grant and revised, if necessary, in subsegperiods if actual forfeitures differ from thasgtimates.

Derivatives

Bancorp offers interest rate swaps to customeirisiggsong-term fixed rate lending whereby Bancorp receivésrast at a fixed rate and p:
interest at a variable rate. Simultaneously, Bamemiters into an interest rate swap agreementanitbrrespondent bank whereby Bancorp
pays interest at a fixed rate and receives intatestvariable rate. Because of matching termgfeétting contracts and the collateral
provisions mitigating any non-performance risk, s in fair value subsequent to initial recogniti@ve an insignificant effect on earnings.

Bancorp’s interest rate swaps are recognized &s asets and liabilities in the consolidated ldasheet at fair value. Bancorp’s derivative
instruments have not been designated as hedgitrgrimants. These undesignated derivative instrunamatsecognized on the consolidated
balance sheet at fair value, with changes in fallue, due to changes in prevailing interest ratesyrded in other noninterest income.

Recently Adopted Accounting Pronouncement

In April 2011, the FASB issued ASU No. 2011-@2Creditor’s Determination of Whether a Restruatgris a Troubled Debt Restructuring,
as a result of stakeholders questioning whetheitiaddl guidance or clarification was needed tasisseditors with determining whether a
modification is a Troubled Debt Restructuring (TDRhe final standard does not change the long-stgrgliidance that a restructuring of a
debt constitutes a TDR “if the creditor for econorar legal reasons related to the debtor’s findmiifficulties grants a concession to the
debtor that it would not otherwise consider.” Ihetwords, the creditor must conclude that bothstructuring constitutes a concession not
otherwise granted in its operations, and the dabtexperiencing financial difficulties. For therposes of those two tests, the final ASU
provides clarifications regarding the debtor’s asce funds at current market rates, assessindethter’s financial difficulties, and payment
delays. The amendments in this update were eftetdr the first interim or annual period beginnimg or after June 15, 2011, and were
applied retrospectively to the beginning of thewaimperiod of adoption. The adoption of ASU 20216 not result in additional loans
being identified as TDR.

(2) Restrictions on Cash and Due from Banks

The Bank is required to maintain an average redemlance in cash or with the Federal Reserve Belakimg to customer deposits. The
amount of those required reserve balances was@dpmtely $679,000 and $915,000 at December 31, 20412010, respectively.
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(3) Securities

The amortized cost, unrealized gains and lossesfa@nvalue of securities available for sale fallo

December 31, 201 Amortized Unrealized

Securities available for sale Cost Gains Losses Fair Value

(in thousands)

U.S. Treasury and other U.S. government obligat $ 115,00: $ — $ — $ 115,00:
Government sponsored enterprise obligat 43,34¢ 2,831 — 46,18t
Mortgage-backed securitie 116,95« 3,56¢ 23 120,49!
Obligations of states and political subdivisic 66,75¢ 2,77¢ 33 69,50
Trust preferred securities of financial institutson 1,00( 2 — 1,00z
Total securities available for sale $ 343,05¢ 9,18: $ 56 $ 352,18!
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 subdivisic 68,42¢ 777 417 68,78¢
Trust preferred securities of financial institutson 1,25( 6 — 1,25¢
Total securities available for sale $ 240,090 $ 5,86 $ 63z $ 245,33.

No securities were sold in 2011. In the third geraof 2010, for tax planning purposes, Bancorp selcurities with a cost of $26,905,0
resulting in gains totaling $159,000. In 2009, Bamp sold trust preferred securities, generatiggoas loss of $359,000, and mortgage-

backed securities, generating gross gains of $20,00

At December 31, 2010, Bancorp had mortgage-backedrisies classified as held to maturity. Thesmigges, with an amortized cost of
$20,000, had a fair value of $22,000. There arsauurrities held to maturity as of December 31,1201

In addition to the available for sale and held tatumity portfolios, investment securities held bgridorp include certain securities which are
not readily marketable, and are carried at cogs Gategory includes holdings of Federal Home LBank of Cincinnati (FHLB) stock which
are required for borrowing availability, and arasdified as restricted securities. Other secar@gmnsist of a Community Reinvestment Act

(CRA) investment which matures in 2014, and isyfalbllateralized with a government agency secuwoftgimilar duration.
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Bancorp reviewed the investment in FHLB Stock aBefember 31, 2011, considering the FHLB equityitfwos its continuance of dividend
payments, liquidity position, and positive yearetamte net income. Based on this review, Bancogp ike opinion that its investment in FHI
stock is not impaired.

A summary of securities as of December 31, 201&das maturity is presented below. Actual matwitigay differ from contractual
maturities because issuers may have the rightltorcprepay obligations.

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

Due within 1 yea $ 130,50: $ 130,70’
Due after 1 but within 5 yea 66,39: 69,46¢
Due after 5 but within 10 yea 26,20¢ 28,49
Due after 10 yeat 3,00z 3,02¢
Mortgage-backed securities 116,95¢ 120,49!
Total securities available for sale $ 343,05¢ $ 352,18!

Securities with a carrying value of approximately?$.4 million at December 31, 2011 and $87.5 milid December 31, 2010 were pledged
to secure the accounts of commercial depositocash management accounts, public deposits, andeatesices for certain investment
management and trust accounts.

At year end 2011 and 2010, there were no holdifigecurities of any one issuer, other than the G@&ernment and its agencies, in an
amount greater than 10% of stockholders’ equity.

Securities with unrealized losses at December @11 2nd 2010, not recognized in income are asvistio

Less than 12 month: 12 months or more Total

Fair Unrealized Fair Unrealized Fair Unrealized
(In thousands) Value Losses Value Losses Value Losses
December 31, 2011
Mortgage-backed securitie $ 512: $ 23 % — — 512: $ 23
Obligations of states and political subdivisions 2,64¢ 17 1,021 16 3,66¢ 33
Total temporarily impaired securities $ 7,766 % 40 $ 1,021 % 16 $ 8,781 $ 56
December 31, 201
Mortgage-backed securitie $ 9,62( $ 21€ $ —  $ — 9,62( 21¢€
Obligations of states and political subdivisions 31,444 417 — — 31,44+ 417
Total temporarily impaired securities $ 4106¢ $ 63 $ —  $ — $ 4106¢ $ 632

Unrealized losses on Bancorp’s investment secaniiggtfolio have not been recognized in income bsedhe securities are of high credit
quality, and the decline in fair values is largéilye to changes in the prevailing interest raterenwment since the purchase date. The fair
value is expected to recover as the securitiehrdesir maturity date and/or the interest rate mmrent returns to conditions similar to when
the securities were purchased. These investmengsst of 5 and 49 separate investment positiond Becember 31, 2011 and 2010,
respectively, that are not considered other-thamptearily impaired.
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Because management does not intend to sell thetmeats, and it is not likely that Bancorp will teguired to sell the investments before
recovery of their amortized cost bases, which naynlturity, Bancorp does not consider these séxsit be other-than-temporarily
impaired at December 31, 2011.

(4) Loans

The composition of loans by primary loan classtfima follows:

December 31

(In thousands) 2011 2010

Commercial and industrii $ 393,72¢ $ 343,95t
Construction and developme 147,63 159,48
Real estate mortgag 966,66 968,44(
Consumer 36,81« 36,54,

$ 1,544,84" $ 1,508,42!

Loan balances include net deferred loan fees ofdf8at December 31, 2011 and $16,000 at Decembh@030. The Bank’credit exposui

is diversified with secured and unsecured loansdividuals and businesses. No specific industrycemtration exceeds ten percent of loans.
While the Bank has a diversified loan portfolia;usstomer’s ability to honor contracts is somewlegdahdent upon the economic stability
and/or industry in which that customer does businkesans outstanding and related unfunded commisrame primarily concentrated within
the Bank’s current market areas, which encompaskdhisville, Indianapolis and Cincinnati metropati markets.

Bancorp enters into loan participation agreemeiis @ther banks in the ordinary course of businesfiversify credit risk. For most
participation loans, Bancorp has retained effeatimetrol of the loans, typically by restricting tparticipating institutions from pledging or
selling their share of the loan without permisdiamm Bancorp. US GAAP requires these loans toggended as secured borrowings. These
loans are included in the commercial and induskoi@h totals above, and a corresponding liabiityeiflected in other liabilities. At
December 31, 2011 and 2010, the total loans ofniiigre were $30,324,000 and $34,818,000 respéctive

Loans to directors and their associates, inclutbags to companies for which directors are prinoipeners, and executive officers are
presented in the following table.

Year ended December 31,

Loans to directors and executive officers 2011 2010

(in thousands)

Balance as of January $ 64z $ 1,78
New loans and advances on lines of cr 11,92« 53¢
Repayments on loans and lines of cr 11,94« 1,67¢
Balance as of December $ 62z $ 64z

The higher amounts of advances and repaymentslih 2@ attributable to the implementation of dailyeep features on a working capital
line of credit to a company owned by one director.
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The following table presents the balance in thenmded investment in loans and allowance for loasds by portfolio segment and based on

impairment method as of December 31, 2011 and 2010.

Type of Loan

December 31, 201 Commercial Construction Real estate

(in thousands) and industrial and development mortgage Consumer Total

Loans

Balance $ 393,72¢ $ 147,63 $ 966,66! $ 36,81« $ 1,544,84

Balance: individually evaluated for impairment $ 5,45¢ $ 2,416 $ 14,17C $ 94 3 22,13¢

Balance: collectively evaluated for impairment $ 388,27( $ 14522. $ 952,49! $ 36,72 $ 1,522,70

Commercial Construction Real estate
and industrial and development mortgage Consumer Unallocated Total

Allowance for loan losse:

Beginning balance December 31, 2( $ 2,79¢ $ 2,28( $ 12,27: % 62t $ 7,572 $  25,54!
Provision 5,47¢ 2,85¢ 4,59 13¢ (459) 12,60(
Charge-offs (1,01 (1,599 (5,840 (679 — (9,127
Recoveries 10¢€ — 15¢€ 457 — 723

Ending balance December 31, 2011 $ 7,36¢ $ 3,54¢ $ 11,18: $ 54C $ 711 $ 29,74

Balance: individually evaluated for impairment $ 954 $ 10 $ 1,597 $ — $ 2,561

Balance: collectively evaluated for impairment $ 6,41C $ 3,53¢ $ 9,58 $ 54C $ 7,11 $ 27,18«

Type of Loan

December 31, 2010 Commercial Construction Real estate

(in thousands) and industrial and development mortgage Consumer Total

Loans

Balance $ 343,95¢ $ 159,48. $ 968,44( $ 36,547 $ 1,508,42!

Balance: individually evaluated for impairment $ 52C $ 70C $ 1595 §$ 95 $ 17,27(

Balance: collectively evaluated for impairment $ 343,43t $ 158,78. $ 95248' $ 36,45: $ 1,491,15!

Commercial Construction Real estate
and industrial and developmen mortgage Consumer Unallocated Total

Allowance for loan losse¢

Beginning balance December 31, 2( $ 4,091 $ 1,51¢ % 6,51 $ 9247 $ 6,931 $ 20,00(
Provision 8 2,94 8,04¢ a3 641 11,46¢
Charge-offs (1,419 (2,217 (2,450 (687) — (6,766
Recoveries 11E 26 162 53€ — 84C

Ending balance December 31, 2010 $ 2,79 $ 2,28( $ 1227 $ 62 $ 757z $ 25,54

Balance: individually evaluated for
impairment $ 90 $ —  $ 1,722 $ — $ 1,814

Balance: collectively evaluated for
impairment $ 2,706 $ 2,28 $ 10,54¢ $ 62: $ 7,572 $ 23,72

Bancorp did not have any loans acquired with detatéd credit quality at December 31, 2011 or 2010.
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Management uses the following portfolio segmentsaifs when assessing and monitoring the risk anfhpnance of the loan portfolio:

. Commercial and industrial

*  Real estate mortgage

e  Construction and development

. Consumer

The following table presents loans individually kxded for impairment as of December 31, 2011 @12

Unpaid Average

December 31, 2011 Recorded principal Related Recorded
(in thousands) investment balance allowance Investment
Loans with no related allowance recor¢

Commercial and industri 694 92C 951

Real estate mortga( 6,45: 6,45 6,353

Construction and developme 2,31¢ 2,31¢ 1,97¢

Consumer 94 94 83
Subtotal 9,557 9,78¢ 9,36¢
Loans with an allowance record

Commercial and industrii 4,76t 6,41% 954 2,44

Real estate mortga¢ 7,717 11,96: 1,597 7,24¢

Construction and developme 10C 10C 10 20

Consumer — — — 10
Subtotal 12,58: 18,47 2,561 9,72¢
Total

Commercial and industrii 5,45¢ 7,33% 954 3,39¢

Real estate mortgag 14,17( 18,41¢ 1,59i 13,60:

Construction and developme 2,41¢ 2,41¢ 10 1,99¢

Consumer 94 94 — 93
Total 22,13¢ 28,26( 2,561 19,09:
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Unpaid Average

December 31, 2010 Recorded principal Related Recorded
(in thousands) investment balance allowance Investment
Loans with no related allowance recor¢

Commercial and industrii $ 42C $ 1,982 $ 25C

Real estate mortgag 8,72( 9,45t 5,56¢

Construction and developme 70C 70C 35C

Consumer 95 14C 64
Subtotal 9,93t 12,275 6,22¢
Loans with an allowance record

Commercial and industri $ 10C $ 292 % QM $ 373

Real estate mortga¢ 7,23¢ 7,23% 1,724 5,51¢

Construction and developme — — — 2,12:

Consumer — — — —
Subtotal 7,33t 7,521 1,814 8,011
Total

Commercial and industri; $ 52C $ 2,274 $ 90 3 622

Real estate mortga¢ 15,95¢ 16,69( 1,724 11,08(

Construction and developme 70C 70C — 2,47:

Consumer 95 14C — 64
Total $ 17,27C $ 19,80¢ $ 1,814 $ 14,24(

Differences between the recorded investment amantdghe unpaid principal balance amounts are apartial charge-offs which have
occurred over the life of the loans.

Interest income on impaired or non-accrual loaasl{dasis) was $391,000, $250,000 and $216,0001ih, 2010, and 2009, respectively.
Interest income that would have been recordedrifaccrual loans were on a current basis in accosdaiith their original terms was
$1,104,000, $1,192,000 and $732,000 in 2011, 261®A809, respectively.

Impaired loans include non-accrual loans and l@aesunted for as troubled debt restructuring. Nerigoming loans include the balance of
impaired loans plus any loans over 90 days pastddesstill accruing interest. Loans past due ntioae 90 days or more and still accruing
interest amounted to $1,160,000 in 2011 and $20004in 2010.

The following table presents the recorded investrirenon-accrual loans as of December 31, 20112814.

(In thousands) 2011 2010

Commercial and industri $ 2,665 $ 2,32¢
Construction and developme 2,41¢ 4,58¢
Real estate mortgay 13,56: 7,194
Consumer 94 277
Total $ 18,737 $ 14,38¢
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Included in non-performing loans are loans accalifite as troubled debt restructurings (TDR) whicimtinue to accrue interest. The
following table presents the recorded investmembdams accounted for as TDR as of December 31, 28812010.

Post-modification Pre-modification
December 31, 2011 Number of outstanding recorded outstanding recorded
(Dollars in thousands) contracts investment investment
Commercial & industria 4 % 2,79¢ % 2,794
Real estate mortgage 2 60¢ 60¢
Total 6 $ 3,40z $ 3,40z

Pre-modification Post-modification
December 31, 201! Number of outstanding recorded outstanding recorded
(Dollars in thousands) contracts investment investment
Real estate mortgage 2 $ 2,88 $ 2,88
Total 2 $ 2,88. $ 2,882

Bancorp has not had loans accounted for as TDRhthat subsequently defaulted. At December 30, ,20&ahs accounted for as TDR
included temporary suspension of principal paymeesulting in payment of interest only. There basn no forgiveness of principal for
loans accounted for as TDR. Loans accounted foiDd® are individually evaluated for impairment aatiDecember 31, 2011, had a total
related allowance allocation of $1,167,000, compaoe$652,000 at December 31, 2010.

The following table presents the aging of the rdedrinvestment in past due loans as of Decembet(1, and 2010.

Greater
than

90 days Recorded

past due investment >
December 31, 2011 30-59 days 60-89 days (includes Total Total 90 days and
(in thousands) past due past due non-accrual) past due Current loans accruing
Commercial and industrii $ 98¢ $ 16z $ 2,66t $ 3,81€ $ 389,91l $ 393,72¢ $ —
Real estate mortgay 8,52( 957 14,72: 24,19¢ 942 ,46¢ 966,66 1,16(C
Construction and developme 86 — 2,41¢ 2,50z 145,13! 147,63 —
Consumer 33€ — 94 43C 36,38¢ 36,81« —
Total $ 9,931 $ 1,11¢ $ 19,897 $ 30,947 $1,513,89 $1,544,84 $ 1,16(
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Greater
than

90 days Recorded

past due investment >
December 31, 201! 30-59 days 6C-89 days (includes Total Total 90 days anc
(in thousands) past due past due non-accrual) past due Current loans accruing
Commercial and industrii $ 1,681 $ 194 $ 547 $ 242: $ 34153 $ 343,95t $ 27
Real estate mortgay 5,94: 4,821 15,03¢ 25,80: 942,63" 968,44( 1,96¢
Construction and developme 25€ — 70C 95€ 158,52t 159,48 —
Consumer 69 4 14€ 21¢ 36,32¢ 36,547 51
Total $ 7,94¢ $ 501¢ $ 16,43 $ 29,400 $1,479,02! $ 1,508,42' $ 2,04

Bancorp categorizes loans into credit risk categobased on relevant information about the albfityorrowers to service their debt such as:
current financial information, historical paymemperience, credit documentation, public informatéord current economic trends. Pestgd
loans included all risk-rated loans other than ¢hdassified as special mention, substandard, anbttul, which are defined below:

*  Special Mention: Loans classified as special noenliave a potential weakness that deserves managsmiese attention. These
potential weaknesses may result in deterioratiorepdyment prospects for the loan or of the Baokesglit position at some future
date.

e Substandard: Loans classified as substandartadedguately protected by the current net worthgayihg capacity of the obligor
or of collateral pledged, if any. Loans so claedihave a well-defined weakness or weaknessegeth@drdize repayment of the
debt. They are characterized by the distinct pd#githat the Bank will sustain some loss if tiieficiencies are not corrected.

*  Substandard non-performing: Loans classified astamdard-non-performing have all the charactessif substandard loans and
have been placed on non-accrual status or havedoeennted for as troubled debt restructurings.

. Doubtful: Loans classified as doubtful have al theaknesses inherent in those classified as sulasth with the added
characteristic that the weaknesses make colleotisapayment in full, on the basis of currentlystixig facts, conditions and values,
highly questionable and improbable.
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As of December 31, 2011 and 2010, the risk categarf loans were as follows:

Credit risk profile by internally assigned grade
(in thousands)

Construction
Commercial Real estate and

December 31, 201 and industrial mortgage development Consumer Total
Grade

Pass $ 356,09( 896,21° $ 132,84¢ 36,70¢ $ 1,421,86:

Special mentiol 15,15¢ 33,81¢ 6,007 11 54,99(

Substandar 17,02¢ 21,30( 6,36¢ — 44,69

Substandard n«-performing 5,45¢ 15,33( 2,41¢ 94 23,29¢

Doubtful — — — — —
Total $ 393,72¢ 966,66 $ 147,63 36,81« $ 1,544,84!

Construction
Commercial Real estate and

December 31, 201! and industrial mortgage development Consumer Total
Grade

Pass $ 315,05: 891,76. $ 140,98t 36,17: $ 1,383,97.

Special mentiol 20,44( 30,40: 6,22z 67 57,13:

Substandar 7,91¢ 28,35t 11,57¢ 162 48,00"

Substandard n«-performing 547 17,92: 70C 14¢€ 19,31«

Doubtful — — — — —
Total $ 343,95t 968,44( $ 159,48 36,547 $ 1,508,42!
(5) Premises and Equipment
A summary of premises and equipment follows:

December 31,
(In thousands) 2011 2010
Land 4,611 $ 4,611
Buildings and improvemen 35,85( 29,26:
Furniture and equipme 18,301 20,60:
Construction in progres 3,55¢ 3,97¢
62,32: 58,454
Accumulated depreciation and amortizat (25,71) (26,789
36,61. $ 31,66¢

Depreciation expense related to premises and eguipwas $2,914,000 in 2011, $2,545,000 in 2010$2,617,000 in 2009.
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(6) Other Assets

A summary of the major components of other assetdf ®ecember 31, 2011 and 2010 follows:

(in thousands) 2011 2010
Cash surrender value of life insurance other th@hle $ 9,71¢ $ 8,33¢
Net deferred tax ass 9,581 8,764
Investments in tax credit related ventu 7,93 9,52¢
Other real estate owned and other foreclosed pno 7,77: 5,44¢
FDIC prepaid assessme 3,10¢ 4,612
Domestic private investment ful 2,42 2,841
Mortgage servicing rights (MSR 1,63(C 1,78
Other short term receivabl 1,27 1,31¢
Common securities of S.Y. Bancorp Capital Tru: 90C 90C
Goodwill 682 682
Investment in bank in expansion mar 52C 52C
Other 5,30¢ 6,09¢
$ 50,84« $ 50,82(

Bancorp maintains life insurance policies othentB®LI in conjunction with its non-qualified defiddenefit and non-qualified
compensation plans.

In 2009, the FDIC required insured institutiongptepay three years of estimated insurance assetsrteestrengthen the cash position of the
Deposit Insurance Fund without immediately impagarnings of the banking industry. Bancorp’s pié@ssessment, paid in
December 2009, totaled $6,458,000 and will be ameattbased on quarterly FDIC assessments, likédy2013.

MSRs are amortized in proportion to and over thiéopeof estimated net servicing income, considedpgropriate prepayment assumptions.
MSRs are evaluated quarterly for impairment by carmg the carrying value to the fair value. Theneated fair values of MSRs at
December 31, 2011 and 2010 were $2,292,000 an@&%2(0, respectively. The total outstanding ppatbalances of loans serviced for
others were $287,579,000 and $254,988,000 at DemeBih 2011, and 2010 respectively.

Changes in the net carrying amount of MSRs forytters ended December 31, 2011 and 2010 are shae following table.

(in thousands) 2011 2010

Balance at January $ 1,78 % 1,61¢
Originations 571 69E
Amortization (726€) (52€)
Balance at December 31 $ 163C $ 1,78¢
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(7) Income Taxes

The components of income tax expense (benefit) iparations for the years ended December 31, Zm1N, and 2009 were as follows:

Year ended December 31

(In thousands) 2011 2010 2009
Current tax expens
Federa $ 9,74¢  $ 10,01C % 8,45¢
State 511 611 428
Total current tax expense 10,25¢ 10,62: 8,88:
Deferred tax benef
Federa (1,939 (1,502) (1,8379)
State (134) (54) (119)
Total deferred tax benefit (2,06¢) (1,556 (1,949
Total income tax expense $ 8,191 $ 9,06t $ 6,93

The components of income tax expense (benefitydecbdirectly to stockholders’ equity for the yeargled December 31, 2011, 2010, and
2009 were as follows:

Year ended December 31

(In thousands) 2011 2010 2009
Unrealized gain (loss) on securities availableste $ 1,362 $ 58C $ (163%)
Reclassification adjustment for securities losg@eng) realized in i

income — (56) 11¢
Compensation expense for tax purposes in excemsofints

recognized for financial reporting purpo (12%) (140 (2449
Minimum pension liability adjustment (111 (17) (4

$ 1,12¢ $ 367 $ (292)
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An analysis of the difference between the statutony effective tax rates from operations for thergeended December 31, 2011, 2010, and
2009 were as follows:

Year ended December 31,

2011 2010 2009
U.S. federal income tax rate 35.(% 35.(% 35.(%
Tax exempt interest incon (3.9 3.3 (3.9
Tax credits (2.6 (2.5 (1.9
Cash surrender value of life insurar (1.5 (2.0 (2.7
State income taxe 0.¢ 1.1 0.8
Establish deferred taxes on tax credit investm (2.2 — —
Other, net (0.7 — 0.¢
25.8% 28.2% 29.8%

The reduced level of income tax expense primaefiected an adjustment of approximately $700,00B¢oBancorp’s deferred tax assets that
relates to tax-advantaged investments that Barftaspnade in its primary market area over the years.

The effects of temporary differences that gavetessignificant portions of deferred tax assets deférred tax liabilities for the years ended
December 31, 2011 and 2010 were as follows:

December 31

(In thousands) 2011 2010

Allowance for loan los $ 10,72« $ 9,20¢
Deferred compensatic 3,362 3,06:
Accrued expense 412 1,112
Investments in partnershi 74¢ —
Write-downs of other real estate owr 572 —
Other assets 847 603
Total deferred tax assets 16,66¢ 13,98
Securities 4,101 2,72¢
Property and equipme 1,21z 274
Loan costs 592 557
Prepayment penalty on modification of FHLB advar 36¢ 475
Mortgage servicing right 53¢ 594
Other liabilities 274 594
Total deferred tax liabilities 7,087 5,227
Net deferred tax ass $ 9,581 $ 8,764

No valuation allowance for deferred tax assetsm@asrded as of December 31, 2011 and 2010 becaursmb has sufficient prior taxakt
income and tax planning strategies to allow foliasttion of the deductible temporary differences aapital loss carryforwards within the
carryforward period. Management believes it iseridely than not that all deferred tax assets bélrealized.

US GAAP provides guidance on the financial stateémecognition and measurement of tax positionsrtake expected to be taken, in tax
returns. As of December 31, 2011 and 2010, thesgamount of
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unrecognized tax benefits was $101,000 and $230r@8pectively. If recognized, all of the tax b@sevould increase net income, resulting
in a decrease in the effective tax rate.

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefithgome tax expense. As of December 31,
2011 and 2010, the amount accrued for the potegpdiainent of interest and penalties was $7,000 20¢DH0, respectively. Federal and state
income tax returns are subject to examinationHertax return years after 2007.

A reconciliation of the amount of unrecognized texefits for the years ended December 31, 2012ahd were as follows:

(In thousands) 2011 2010
Balance as of January $ 23C $ 23C
Increase:- current year tax positior 11 —
Increase:- prior year tax position 5
Settlement: (77)
Lapse of statute of limitations (74) —
Balance as of December 31 $ 101 23C
(8) Deposits
The composition of interest bearing deposits foow
December 31

(In thousands) 2011 2010
Interest bearing demat $ 297,91¢ 270,76
Savings 70,96« 66,82¢
Money marke 526,60 475,89¢
Time deposits greater than $250,( 44,70° 54,82¢
Other time deposits 363,96( 377,69:

$ 1,304,15. $ 1,246,00.

Interest expense related to certificates of deogitother time deposits in denominations of $1@D & more was $2,575,000, $3,445,000,
and $5,544,000, respectively, for the years endezkBber 31, 2011, 2010 and 2009.

At December 31, 2011, the scheduled maturitieghtd tleposits were as follows:

(In thousands)

2012 $ 256,54
2013 99,86¢
2014 29,00¢
2015 15,48:
2016 and thereafter 7,76(

Deposits of directors and their associates, inalgidieposits of companies for which directors amecipal owners, and executive officers w
$3,800,000 and $2,465,000 at December 31, 2012@h@l, respectively.
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At December 31, 2011 and 2010, Bancorp had $4823000847,000, respectively, of deposits accoumtsérdraft status and thus have
been reclassified to loans on the accompanyingatiolated balance sheets.

(9) Securities Sold Under Agreements to Repurchasad Other Short-Term Borrowings

Securities sold under agreements to repurchasefareling source of the Bank and are primarily usgdommercial customers in
conjunction with corporate cash management accoBiish repurchase agreements are considered ifigaagreements and generally
mature within one business day from the transactaie. Information concerning securities sold uradgeements to repurchase is
summarized as follows:

December 31,

(Dollars in thousands) 2011 2010
Average balance during the ye $ 61,59t $ 56,91¢
Average interest rate during the y 0.41% 0.5&%
Maximum montl-end balance during the ye $ 69,81¢ $ 65,52!

(10) Advances from the Federal Home Loan Bank

The Bank had outstanding borrowings of $60.4 mill&a December 31, 2011, via six separate advarteastive advances totaling $60
million, all of which are non-callable, interestypaents are due monthly, with principal due at mgturor the sixth advance of $431,000,
principal and interest payments are due monthlgtas a 15 year amortization schedule. In thetffioguarter of 2010, Bancorp restructured
and extended terms on two advances with FHLB respiih lower interest cost over the remaining t&fthese advances. Prepayment
penalties totaling $1.3 million were incurred. alecordance with US GAAP, prepayment penalties @ssobwith the modification of
advances are to be amortized over the life of dve advances, and are recorded as interest expesa#ting in effective interest rates greater
than the contractual rate paid to FHLB. The follogvis a summary of the contractual maturities anerage effective rates:

December 31, 201. December 31, 201!
(In thousands) Advance Rate Advance Rate
2013 $ 20,00( 155%$ 20,00( 1.55%
2014 20,00( 2.4%% 20,00( 2.4%
2015 20,00( 3.34%% 20,00( 3.3%%
2024 431 2.4(% 44z 2.4(%
$ 60,43 240 $ 60,44: 2.4%

Advances from the FHLB are collateralized by certemmercial and residential real estate mortgaged under a blanket mortgage
collateral agreement and FHLB stock. The Bank vithvesborrowings as an effective alternative to bigtost time deposits to fund loan
growth. At December 31, 2011, the amount of abél@redit from the FHLB totaled $95.9 million.

(11) Subordinated Debentures

In 2008, Bancorp formed S.Y. Bancorp Capital Tiysh Delaware statutory trust and 100%-owned faeasubsidiary. S.Y. Bancorp Capital
Trust Il issued $30.0 million of 10% fixed rate culative trust preferred securities and investedotioeeeds, along with $900,000 received
from the purchase of its common equity securiiie$30.9 million of a fixed rate subordinated detoea of Bancorp. The principal asset of
S.Y. Bancorp Capital Trust Il is a $30.9 milliorbsudinated debenture of Bancorp. The interestaateoth the trust preferred securities and
the subordinated debentures is fixed at 10.00%c&a may redeem all or part of the trust prefeseclrities at any time on or after
December 31, 2013 at a redemption price equal @%616f the aggregate liquidation amount of the tpusferred securities plus any
accumulated and unpaid
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distributions thereon to the date of redemptiore Thst preferred securities are subject to mamngasslemption when the subordinated
debenture is paid at maturity in 2038 or upon aanjier redemption of the debentures. The trusteurefl securities may also be redeemed at
any time in the event of unfavorable changes ite@gefaws or regulations. The obligations of Baipcwith respect to the issuance of the
Securities constituted a full and unconditionalraméee by Bancorp of the Trust's obligation witepect to the Securities. Issuance costs are
being recognized as non-interest expense oveif¢ghefithe Securities, and unamortized issuancesaisDecember 31, 2011 were
$1,405,000. The primary source of funds for paymefthe debentures is the current cash on hatitedancorp, as well as future dividends
received from the Bank, which is limited by regolgtdividend restrictions. See Note 16 for detailsdividend restrictions.

In 2008, the Bank issued $10 million of subordidadebt. The debentures mature in 2018, with aogdibn to the Bank on or after Decem
31, 2010. The only financial covenant of the dadprieement requires that the Bank remain well abpéd as defined by its primary
regulator. In the first quarter of 2012, Bancoxpreised its call option and prepaid the subor@idatebentures without penalty.

(12) Preferred Stock

Bancorp has a class of preferred stock (no paeydlw00,000 shares authorized), the relative sjghteferences and other terms of which or
any series within the class will be determinedhmyBoard of Directors prior to any issuance. Tneferred stock was established in
connection with a shareholdergjhts plan adopted in 2003 and would be issuech tipe occurrence of certain triggering events. éNofthis
stock had been issued as of December 31, 2011.

(13) Net Income per Share and Common Stock Dividersd

The following table reflects the numerators (nebime) and denominators (average shares outstarfdintipe basic and diluted net income
per share computations:

(In thousands, except per share data) 2011 2010 2009

Net income, basic and dilutt $ 23,60 $ 22,95! $ 16,30¢
Average shares outstanding for basic EPS calcal 13,78¢ 13,68¢ 13,56:
Effect of dilutive securities 48 9C 12€
Average shares outstanding including dilutive siiesr 13,83¢ 13,77¢ 13,68¢
Net income per share, ba: $ 171 $ 168 $ 1.2C
Net income per share, dilut $ 171§ 167 $ 1.1¢

(14) Employee Benefit Plans

The Bank has a combined employee stock ownershigaofit sharing plan (‘KSOP”)The plan is a defined contribution plan and is ladé
to all employees meeting certain eligibility requirents. Employer expenses related to contributmiise plan for 2011, 2010, and 2009 w
$1,449,000, $1,393,000, and $1,413,000, respeytiahployee and employer contributions are madecagordance with the terms of the
plan. As of December 31, 2011 and 2010, the KSQdé4%8,600 and 450,883, respectively, shares ot&anstock.

In addition the Bank has non-qualified “excessnglanto which directors and certain senior officei@y defer director fees or salary. The
Bank contributed approximately $75,000, $119,00@, $72,000 to the senior officers’ plan in 20111@@nd 2009 respectively. At
December 31, 2011 and 2010, the amounts includethar liabilities in the consolidated financiahts&ments for this plan were $2,383,000
and
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$2,461,000, were comprised primarily of particigaebntributions, and represented the fair valusmafual fund investments directed by
participants.

The Bank sponsors an unfunded, non-qualified, @dfivenefit retirement plan for four key officersdtcurrent, and two retired), and has no
plans to increase the number of participants. Bisneest based on 20 years of service. Bancoeg aDecember 31 measurement date for
this plan. At December 31, 2011 and 2010, the matated benefit obligation for the plan includedther liabilities in the consolidated
financial statements was $2,236,000 and $1,9171@8pectively. Discount rates of 3.95% and 5.208tevused in 2011 and 2010,
respectively, in determining the actuarial preseitie of the projected benefit obligation. Theuacially determined pension costs are
expensed and accrued over the service period, amefits are paid from the Bank’s assets. The Baaitains life insurance policies on
certain current and former executives, the incoramfwhich will help to offset the cost of benefit§he liability for the Bank’s plan met the
benefit obligation as of December 31, 2011 and 2010

Information about the components of the net pecib@inefit cost of the defined benefit plan follows:

Year ended December 31
(in thousands) 2011 2010 2009

Components of net periodic benefit cost
Service cos $ — — 3 —
Interest cos 86 96 10z
Expected return on plan ass — — —
Amortization of prior service co: — — —
Amortization of net losses 56 27 23

Net periodic benefit cost $ 14z $ 128§ 12&

The benefits expected to be paid in each year #0h2 to 2016 are listed in the table below.

(In thousands) Benefits

2012 $ 12:
2013 12%
2014 84
2015 84
2016 84
Beyond 2016 3,614
Total future payments $ 4,117

The expected benefits to be paid are based orathe assumptions used to measure the Bank’s bebéfjation at December 31, 2011.
There are no obligations for other post-retirena post-employment benefits.

(15) Stock-Based Compensation

The fair value of all new and modified awards geahinet of estimated forfeitures, is recognizedamspensation expense over the respective
service period. Forfeiture estimates are baseugiarical experience.

Bancorp currently has one stock-based compensaldon Initially, in the 2005 Stock Incentive Pldinere were 735,000 shares of common
stock reserved for issuance of stock based awand2010, shareholders approved a proposal to aitend005 Stock Incentive Plan to
reserve an additional 700,000 shares of
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common stock for issuance under the plan. As afebder 31, 2011, there were 731,281 shares awailabfuture awards. Bancorp’s 1995
Stock Incentive Plan expired in 2005; however,amgigranted under this plan expire as late as 2015.

Options and stock appreciation rights (SARs) grdugienerally have been subject to a vesting sched@8% per year. Restricted shares
generally vest over three to five years. All adgannder both plans have been granted at an exgnite equal to the market value of
common stock at the time of grant; options and S&Rsre ten years after the grant date unlessifedelue to employment termination.

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

2011 2010 2009
Stocl-based compensation expense before income $ 1,165,000 $ 952,000 $ 691,00(
Deferred tax benefit 408,00( 333,00t 242,00(
Reduction of net income $ 757,000 $ 619,000 $ 449,00(

As of December 31, 2011 Bancorp has $2,660,000&faognized stock-based compensation expense ithaewecorded as compensation
expense over the next five years as awards vestcdp received cash of $692,000, $785,000 and3$.000 from the exercise of options
during 2011, 2010 and 2009, respectively.

As required, Bancorp reduces future stock-basedeasation expense by estimated forfeitures ati#uet glate. These forfeiture estimates
are based on historical experience.

The fair value of Bancorp’s stock options is estiedaat the date of grant using the Black-Schol¢®opricing model, a leading formula for
calculating the value of stock options and SARkisTnodel requires the input of subjective assuomgti changes to which can materially
affect the fair value estimate. The fair valugastricted shares is determined by Bancorp’s ofpstock price on the date of grant. The
following assumptions were used in option valuation

Assumptions used in option valuation 2011 2010 2009
Dividend yield 2.4&% 2.1&% 2.11%
Expected volatility 22.6/% 23.81% 23.5%
Risk free interest rai 2.9(% 3.5™% 3.11%
Forfeitures 6.07% 5.96% 5.96%
Expected life of options (in years) 7.5C 7.6(C 7.6¢

The expected life of options and SARs is basedotueaexperience of past like-term options. Altstanding options have a 10-year
contractual term. Bancorp evaluated historicat@ge and post-vesting termination behavior whemrdaning the expected life for options
granted during 2011, 2010 and 2009.

The dividend yield and expected volatility are lzhea historical information corresponding to thgested life of options and SARs granted.
The expected volatility is the volatility of the derlying shares for the expected term on a morithlis. The risk free interest rate is the
implied yield currently available on U. S. Treasigsgues with a remaining term equal to the expededf the options.
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A summary of stock option and SARs activity ancted information for the year ended December 31126llows. The number of options
and SARs and aggregate intrinsic value are statdtbusands.

Weighted
Weighted Weighted average
average Aggregate average remaining
Options exercise intrinsic fair contractual
and SARs Exercise price price value value life (years)
At December 31, 201
Vested and exercisak 71C $ 16.0(-26.8¢ $ 22.0: % 2,007 $ 4.91 4.1
Unvested 273 21.0:-26.8: 22.8¢ 552 5.3¢€ 7.7z
Total outstanding 98¢ 16.0(-26.8: 22.2¢ 2,55¢ 5.0¢ 5.14
Granted 67 23.7€-24.8: 23.7¢ — 5.04
Exercisec (90 16.0(-23.3i 16.52 524 3.3¢€
Forfeited 47 18.05-26.8: 22.8¢ 13 5.17
At December 31, 201
Vested and exercisak 681 18.62-26.8: 22.9¢ 16C 5.1¢ 3.8¢
Unvested 232 21.0:-26.8: 22.8( — 5.22 7.7¢
Total outstanding 912 18.62-26.87 2290 $ 16C 5.1¢ 4.87
Vested during year 95 21.0%-26.8: 2358 $ — 5.4¢

The aggregate intrinsic value of stock options 8AdRs exercised in 2011, 2010 and 2009 was $524%10022,000 and $1,236,000,
respectively. The aggregate intrinsic value otktoptions exercised was calculated as the diffexémthe closing price of Bancorp’s
common shares on the date of exercise and theisxgnice, multiplied by the number of shares ezext

The weighted average Black-Scholes fair valuegptibos and SARs granted in 2011, 2010 and 2009 §&f, $5.31 and $5.36,
respectively.

In addition to the SARs reflected above, in 2014n&rp granted 41,991 shares of restricted comnoak at the weighted average current
market price of $23.96.

Also in 2011, Bancorp awarded RSUs with a fair eadfi$21.99 to executive officers of the Bank, tiivee-year performance period for
which began January 1, 2011. Bancorp believesithst likely vesting of these RSUs will be 16,85@rgls of common stock.
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Options and SARs outstanding, stated in thousatid3ecember 31, 2011 were as follows:

Number of Weighted average
options and Options and exercise price of
SARs SARs options and SARs
Expiration outstanding exercisable outstanding

2012 66 66 $ 18.62
2013 90 90 20.13%
2014 132 132 22.7(
2015 2 2 20.8:
2016 15¢ 15¢ 24.0i
2017 12¢ 11C 26.81
2018 96 68 23.3i
2019 92 37 22.1¢
2020 82 17 21.0¢
2021 65 — 23.7¢
912 681 $ 22.9(C

(16) Dividend Restriction

Bancorp’s principal source of cash revenues igddivils received from the Bank. On January 1 ofyaay, the Bank’s regulatory dividend
restriction represents the Bank’s net income ofptti@r two years less any dividends paid for thmes&wo years. At December 31, 2011, the
Bank may pay up to $51.6 million in dividends tonBarp without regulatory approval subject to thgaing capital requirements of the
Bank.

(17) Commitments and Contingent Liabilities

As of December 31, 2011, Bancorp had various comarits outstanding that arose in the normal courbasiness, including standby letters
of credit and commitments to extend credit, whidgh @roperly not reflected in the consolidated fitiahstatements. In managementjpinion
commitments to extend credit of $332.2 million indihg standby letters of credit of $13.3 milliopresent normal banking transactions, and
no significant losses are anticipated to resulinftbese commitments as of December 31, 2011. Camanis to extend credit were $350.3
million, including letters of credit of $9.6 millilg as of December 31, 2010. Bancorp’s maximum sxygoto credit loss in the event of
nonperformance by the other party to these comnnitsnis represented by the contractual amount sktlirestruments. Bancorp uses the same
credit and collateral policies in making commitseahd conditional guarantees as for on-balancd steriments. Commitments to extend
credit are agreements to lend to a customer asdsitigere is no violation of any condition estdidid in the contract. Commitments generally
have fixed expiration dates or other terminatiausks. Commitments to extend credit are mainly rmpd® commercial lines of credit,
construction and home equity credit lines. Singaesof the commitments are expected to expire witheing drawn upon, the total
commitment amounts do not necessarily represemtefidash requirements. Bancorp evaluates eachneessocreditworthiness on a case by
case basis. The amount of collateral obtainedsedhan management’s credit evaluation of the custo@ollateral held varies but may
include accounts receivable, inventory, equipmand, real estate. At December 31, 2011, no amoavs been recorded in the consolidated
financial statements relating to these instruments.

Commitments to extend credit are agreements totteaccustomer as long as there is no violatioangfcondition established in the contract.
Commitments generally have fixed expiration datestber termination clauses. Since some of theetheemmitments are expected to ex
or may not be fully used, the total amount of cotmmeints in the preceding table does not necessaphgsent future cash requirements. The
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Bank evaluates each customer’s creditworthiness case-by-case basis. The amount of collateralr@utaif deemed necessary by the Bank
upon extension of credit, is based on managemeradit evaluation of the customer. Collateral heddes but may include accounts
receivable, inventory, property, plant and equiptneral estate and securities.

Standby letters of credit and financial guarantegtien are conditional commitments issued by tlaaiBto guarantee the performance of a
customer to a third party. Those guarantees anegpiliy issued to support private borrowing arrangeta. Standby letters of credit generally
have maturities of up to five years.

The Bank leases certain facilities, improvements eguipment under non-cancelable operating le&sgsre minimum lease commitments
for these leases are outlined in the table below.

Year Total amount
2012 $ 1,779,00
2013 1,663,00!
2014 1,138,00!
2015 995,00(
2016 999,00(
Thereafter 3,659,00!

Rent expense, net of sublease income, was $1,8DH@ED11, $1,940,000 in 2010, and $1,556,000 1920

In order to provide service to commercial accouBtscorp aids customers with swap contracts amersedf credits with other financial
institutions. Accordingly, Bancorp has enterea iagreements to guarantee performance of seves@mars’ contracts with other financial
institutions. Bancorp will make payments under éhagreements if a customer defaults on its obtigatto the other financial institutions.
The terms of the agreements range from 5 to 14 msoiihe maximum potential future payment guaranbgeBancorp cannot be readily
estimated because it is dependent upon the faievathe contracts at the time of default. If aarg of default on all contracts had occurred
at December 31, 2011, Bancorp would have beennejto make payments of approximately $2.2 millidn.payments have ever been
required as a result of default on these contrattese agreements are normally collateralized —egdly with real properties, equipment,
inventories and receivables — by the customer, lwhiits Bancorp’s credit risk associated with Hygeements.

Also, as of December 31, 2011, there were pendigagllactions and proceedings in which claims fonalges are asserted. Management,
discussion with legal counsel, believes the ultenatult of these legal actions and proceedindswailhave a material adverse effect on the
consolidated financial position or results of opiers of Bancorp.

(18) Fair Value Measurements

Bancorp follows the provisions of the authoritatgugdance for fair value measurements. This guidas definitional and disclosure orien
and addresses how companies should approach nmepfairivalue when required by US GAAP. The guidapoescribes various disclosures
about financial statement categories and amounitshvelte measured at fair value, if such disclosaresnot already specified elsewhere in
US GAAP.
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The authoritative guidance defines fair value asptice that would be received to sell an assphaat to transfer a liability in an orderly
transaction between participants at the measuredatat FASB ASC 820-10 also establishes a hierailyyoup assets and liabilities carried
at fair value in three levels based upon the marketvhich the assets and liabilities trade anddfiability of assumptions used to determine
fair value. These levels are:

* Levell Valuation is based upon quoted pricesdentical instruments traded in active markets.

 Level 2 Valuation is based upon quoted pricesiimilar instruments in active markets, quotedgsitor identical or similar
instruments in markets that are not active, andahbdsed valuation techniques for which all siguifit assumptions are observable
in the market.

 Level 3 Valuation is generated from model-basetiniques that use significant assumptions notreabke in the market. These
unobservable assumptions would reflect our ownredis of assumptions that market participants wosidin pricing the asset or
liability. Valuation techniques could include prigimodels, discounted cash flows and other sirtglenniques.

Bancorp’s policy is to maximize the use of obselgabputs and minimize the use of unobservabletmpufair value measurements. Where
there exists limited or no observable market d3tencorp uses its own estimates generally consigletiaracteristics of the asset/liability, the
current economic and competitive environment ahérmofactors. For this reason, results cannot berehitted with precision and may not be
realized on an actual sale or immediate settlemithte asset or liability.

Bancorp’s investment securities available for sald interest rate swaps are recorded at fair vaiwge recurring basis. Other accounts
including mortgage loans held for sale, mortgageisiag rights, impaired loans and other real estatned may be recorded at fair value
non-recurring basis, generally in the applicatibiower of cost or market adjustments or write-devar specific assets.

The portfolio of investment securities available $ale is comprised of U.S. Treasury and otherdd¥®rnment obligations, debt securities of
U.S. government-sponsored corporations, mortgagkeobsecurities, obligations of state and politmaddivisions, and trust preferred
securities of other banks. Trust preferred seesrdre priced using quoted prices of identicalisges in an active market. These
measurements are classified as Level 1 in theraigyaabove. All other securities are priced ustandard industry models or matrices with
various assumptions such as yield curves, volatititepayment speeds, default rates, time valegljtarating and market prices for the
instruments. These assumptions are generally odislerin the market place and can be derived frosupported by observable data. These
measurements are classified as Level 2 in thercigyaabove.

Interest rate swaps are valued using primarily Léviaputs. Fair value measurements are obtairmd fin outside pricing service. Prices
obtained are generally based on dealer quoteshbrenk forward yield curves, and other relevant olegle market data. For purposes of
potential valuation adjustments to derivative pos#, Bancorp evaluates the credit risk of its ¢etparties as well as its own credit risk. To
date, Bancorp has not realized any losses duedaraerparty’s inability to perform and the chamgealue of derivative assets and liabilities
attributable to credit risk was not significant ithgr 2011.
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Below are the carrying values of assets measurfiratalue on a recurring basis (in thousands).

Fair value at December 31, 2011
(In thousands) Total Level 1 Level 2 Level 3

Assets

Investment securities available for sal

U.S. Treasury and other U.S. government obligat $ 115,00. $ — $ 115,00: $ —
Government sponsored enterprise obligat 46,18¢ — 8 46,18¢ —
Mortgage-backed securitie 120,49! — 120,49! —
Obligations of states and political subdivisic 69,50! — 69,50! —
Trust preferred securities of financial institutson 1,002 1,00z — —
Total investment securities available for sal 352,18! 1,00z 351,18: —
Interest rate swaps 442 — 442 —
Total assets $ 352,627 $ 1,002 $ 351,62 $ —
Liabilities
Interest rate swaps $ 44z $ — $ 44z $ —
Fair value at December 31, 201
(In thousands) Total Level 1 Level 2 Level 3
Assets

Investment securities available for sal

Government sponsored enterprise obligat $ 114,53¢ — 3 114,53¢ —
Mortgagebacked securitie 60,74¢ — 60,74¢ —
Obligations of states and political subdivisic 68,78¢ — 68,78¢ —
Trust preferred securities of financial institutson 1,25¢€ 1,25¢ — —
Total investment securities available for sal 245,33 1,25¢ 244,07¢ —
Interest rate swaps 30E — 30E —
Total assets $ 245,63 $ 1,25¢ $ 244.38. $ =
Liabilities

Interest rate swaps $ 30 $ — $ 305 $ =

Bancorp did not have any financial instrumentssifaedd within Level 3of the valuation hierarchy fassets and liabilities measured at fair
value on a recurring basis at December 31, 202D 0.
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Mortgage loans held for sale are recorded at twerl@f cost or market value. The portfolio is commed of residential real estate loans and
fair value is based on specific prices of undedytontracts for sales to investors. These measmmsnare classified as Level 2. Because the
fair value of the loans held for sale exceeded iteirying value, they are not included in eitlaié below for December 31, 2011 or 2010.

MSRs are recorded at fair value upon capitalizatawa amortized to correspond with estimated sienyimcome, and are periodically
assessed for impairment based on fair value aetherting date. Fair value is based on a valuatiodel that calculates the present value of
estimated net servicing income. The model incotgsrassumptions that market participants wouldmusstimating future net servicing
income. These measurements are classified as Bevdt December 31, 2011 and 2010 there was natiatuallowance for the mortgage
servicing rights, as the fair value exceeded ttat.cAccordingly, the MSRs are not included in eittable below for December 31, 2011 or
2010.

Other real estate owned, which is carried at thetmf cost or fair value, is periodically assesEedmpairment based on fair value at the
reporting date. Fair value is determined from exeappraisals using judgments and estimatestefread professionals. Many of these
inputs are not observable and, accordingly, thesasorements are classified as Level 3. At DeceBihe2011 and 2010, the carrying value
of other real estate owned was $7,773,000 and $3@4, respectively. Other real estate ownedtisnetuded in either table below, as the
fair value of the properties exceeded their cagyialue at December 31, 2011 and 2010.

For impaired loans in the table below, the failueais calculated as the carrying value of only $oaith a specific valuation allowance, less
the specific allowance. As of December 31, 20atglimpaired loans with a valuation allowance w&t2.6 million, and the specific
allowance totaled $2.6 million, resulting in a fa#lue of $10.0 million, compared to total impaitedns with a valuation allowance of $7.3
million, and the specific allowance allocation totg $1.8 million, resulting in a fair value of &million at December 31, 2010. The losses
represent the change in the specific allowancethoperiod indicated.

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

Fair value at December 31, 201

(in thousands) Total Level 1 Level 2 Level 3 Total losses

Impaired loans $ 10,02: $ — $ — $ 10,02: $ (1,967

Total $ 10,02: $ — 3 — 3 10,02: $ (1,96)
Fair value at December 31, 201

(in thousands) Total Level 1 Level 2 Level 3 Total losses

Impaired loans $ 5521 $ — $ — $ 5521 $ (1,779

Total $ 5521 $ — 3 — $ 5521 $ (1,779

In the case of the securities portfolio, Bancormitars the valuation technique utilized by priciagencies to ascertain when transfers
between levels have occurred. The nature of thnairdng assets and liabilities is such that transsfeand out of any level are expected to be
rare. For the twelve months ended December 311,28&re were no transfers between Levels 1, 2, or
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(19) Fair Value of Financial Instruments

The estimated fair values of financial instrumeatt®ecember 31, 2011 and 2010 are as follows:

December 31, 201 December 31, 201!

Carrying Carrying
(In thousands) amount Fair value amount Fair value
Financial assets
Cash and shc-term investment $ 5492( $ 5492( $ 41,655 $ 41,65¢
Mortgage loans held for sa 4,381 4,59/ 12,38 12,62¢
Securities 352,18! 352,18! 245,35: 245,35
Federal Home Loan Bank stock and other secul 5,94¢ 5,94¢ 5,772 5,77
Loans, ne 1,515,10! 1,549,47. 1,482,88: 1,507,07
Accrued interest receivab 5,96/ 5,964 6,28¢ 6,28¢
Interest rate swa 447 447 30E 30E
Financial liabilities
Deposits $ 1617,73' $ 1,626,17¢ $ 1,49346¢ $ 1,512,88
Shor-term borrowings 103,29¢ 103,29¢ 87,50¢ 87,50¢
Long-term borrowings 101,33: 100,49: 101,34. 100,81!
Accrued interest payab 232 232 304 304
Interest rate swa 447 447 30E 30E
Off balance sheet financial instruments
Commitments to extend cre« 318,90° — 350,31« —
Standby letters of credit 13,28¢ (199) 9,59¢ (144

Management used the following methods and assunyptmestimate the fair value of each class offina 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 arhsua reasonable estimate of fair value.
Securities

For securities, fair value equals quoted marketepiif available. If a quoted market price is neaitable, fair value is estimated using quoted
market prices for similar securities or dealer gsot

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

The fair value of mortgage loans held for saleetetmined 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 esting fair value of loans. Because there is rajuad market (exit price) for trading the
predominant types of loans in Bancorp’s portfolie fair value of loans is estimated by discounfirtgre cash flows using current rates at
which similar loans would be made to borrowers githilar credit ratings and for the same remainmmgjurities (e.g. entrance price).

Interest rate swaps

Fair value measurements are obtained from an @upsiding service. Prices obtained are generalbgtian 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 amaoaydlge on demand at the reporting ¢
The fair value of fixed-rate certificates of defisss estimated by discounting the future cash $losing the rates currently offered for
deposits of similar remaining maturities.

Long-term borrowings

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

Commitments to extend credit and standby letters ofredit

The fair values of commitments to extend creditestmated 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 otherwiseestit#l obligations with the counterparties at theoréng date.

Limitations

The fair value estimates are made at a specifistpoitime based on relevant market information eafidrmation about the financial
instruments. Because no market exists for a siganiti portion of Bancorp’s financial instrumentsy falue estimates are based on judgments
regarding future expected loss experience, cugemhomic conditions, risk characteristics of vasifinancial instruments, and other factors.
These estimates are subjective in nature and ievateertainties and matters of significant judgnazemt therefore cannot be determined with
precision. Therefore, the calculated fair valuéneesttes in many instances cannot be substantiatedrparison to independent markets and,
in many cases, may not be realizable in a curaetaf the instrument. Changes in assumptionsdcsighificantly affect the estimates.

(20) Derivative Financial Instruments

Bancorp typically manages its interest rate risthaut the use of hedging instruments, and curratdlys not have derivative financial
instruments employed for any reason except foatttdmmodation of customers. Bancorp enters ie@-$tanding interest rate swaps for the
benefits of its commercial customers who desireetdge their exposure to changing interest rates\c&p hedges its interest rate exposure
on commercial customer transactions by enteringdfisetting swap agreements with approved repetadolependent counterparties with
substantially matching terms. Because of matctengs of offsetting contracts and the collateralvjsions mitigating any non-performance
risk, changes in fair value subsequent to inigglognition are expected to have an insignificafetotfon earnings. Exchanges of cash flows
related to the interest rate swap agreements fbt @@re offsetting and therefore had no effect and®rp’s earnings or cash flows.

At December 31, 2011, Bancorp’s interest rate svaapsecognized as other assets and liabilitiéisarconsolidated balance sheets at fair
value. Bancorp’s derivative instruments have netrbgesignated as
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hedging instruments. These undesignated derivatsteuments are recognized on the consolidatechbalaheet at fair value.

The interest rate swap agreements derive theieviatum underlying interest rates. These transastiovolve both credit and market risk. The
notional amounts are amounts on which calculatipagments, and the value of the derivative areddsetional amounts do not represent
direct credit exposures. Direct credit exposul@mged to the net difference between the calcdatmounts to be received and paid, if any.
Bancorp is exposed to credit-related losses irettemt of nonperformance by the counterpartiesésdtagreements. Bancorp controls the
credit risk of its financial contracts through dteapprovals, limits and monitoring procedures, dpnés not expect any counterparties to fail
their obligations.

At December 31, 2011 and 2010, Bancorp had outstgrigterest rate swap contracts as follows:

Receiving Paying
December 31 December 31 December 31 December 31
(dollar amounts in thousands) 2011 2010 2011 2010
Notional amoun $ 486¢ $ 527C $ 486¢ $ 5,27(
Weighted average maturity (yea 7.2 8.1 7.2 8.1
Fair value $ (442) $ (30%) $ 44z $ 30t

(21) Regulatory Matters

Bancorp and the Bank are subject to various catplirements prescribed by banking regulationsaaministered by state and federal
banking agencies. Under these requirements, Bammtatphe Bank must meet minimum amounts and pexgestof Tier | and total capital,
defined, to risk weighted assets and Tier | capitalverage assets. Risk weighted assets are diederivy applying certain risk weightings
prescribed by the regulations to various categaiessets and off-balance sheet commitments. &agitl risk weighted assets may be
further subject to qualitative judgments by reguigtas to components, risk weighting and othepfacFailure to meet the capital
requirements can result in certain mandatory, assiply discretionary, corrective actions presatibg the regulations or determined to be
necessary by the regulators, which could materéaifigct the consolidated financial statements. Mangent believes Bancorp and the Bank
met all capital requirements to which they wergjasctas of December 31, 2011.

As of December 2011 and 2010, the Bank’s primagylagor categorized the Bank as well capitalizedeurthe regulatory framework for
prompt corrective action. There are no conditionsw@nts since those notifications that manageinelii@ves have changed the Bankapita
categories.
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A summary of Bancorp’s and the Bank’s capital mtib December 31, 2011 and 2010 follows:

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 $ 242,36! 14.6% $ 132,53( 8.0(% NA NA
Bank 210,61 12.7% 131,94: 8.0(% $ 164,92¢ 10.0(%
Tier | risk-based capital (1
Consolidatec $ 211,54 12.7% $ 66,26 4.0(% NA NA
Bank 179,89 10.91% 65,95¢ 4.0(% $ 98,93 6.0(%
Leverage (2
Consolidatec $ 211,54 10.5% $ 60,26¢ 3.0(% NA NA
Bank 179,89 8.95% 60,03( 3.00% $ 100,05( 5.0(%
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 12.06% $ 65,02: 4.0(% NA NA
Bank 153,31: 9.4% 64,62( 4.0(% $ 96,93( 6.0(%
Leverage (2
Consolidatec $ 196,04( 10.31% $ 57,04+ 3.0(% NA NA
Bank 153,31: 8.12% 56,64 3.0(% $ 94,40: 5.0(%

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

The variance between the consolidated and the Bamagital ratios is largely due to the Bancorp’8&@&suance of $30 million of trust

preferred securities and a special dividend of $kon from the Bank to Bancorp in 2009 as parbditrategy to minimize state bank taxes.

This capital is available to the Bank as necessary.

Included in the total risk based capital at Decen®de 2011 and 2010 was $10 million of subordinatedentures, which qualified as Tier 2
capital. Bancorp prepaid the debentures in tts¢ duarter of 2012.
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(22) S.Y. Bancorp, Inc. (parent company only)

Condensed Balance Sheets

December 31,

(In thousands) 2011 2010
Assets

Cash on deposit with subsidiary be $ 24,96t $ 28,66:

Investment in and receivable from subsidia 186,03: 159,35:

Securities available for sale (amortized cost Q08 in 2011 and $4,639 in 201 1,00z 4,64¢

Other assets 6,731 8,17¢
Total assets $ 218,73( % 200,84(
Liabilities and stockholders’ equity

Other liabilities $ 144 % 79

Subordinated debentures 30,90( 30,90(

Total stockholders’ equity 187,68t 169,86:
Total liabilities and stockholders’ equity $ 218,73(  $ 200,84(
Condensed Statements of Income

Years ended December 3!

(In thousands) 2011 2010 2009
Income- dividends and interest from subsidiar $ N % QN $ 29,68
Income- interest income from securiti 104 351 10z
Gain on securities so — 15¢ —
Income (loss- other (402) 60¢€ 45¢
Expenses 4,654 4,531 4,134
Income (loss) before income taxes and equity instribduted net income of

subsidiary (4,862) (3,325 26,11(
Income tax benefit (1,889) (1,21)) (969)
Income (loss) before equity in undistributed nebime of subsidiary (2,977 (2,119 27,07:
Equity in undistributed net income of subsidiary 26,575 25,067 (10,765
Net income $ 23,60: $ 22,95! $ 16,30¢
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Condensed Statements of Cash Flows

Years ended December 31

(in thousands) 2011 2010 2009
Operating activities
Net income 23,60 $ 22,95: $ 16,30¢
Adjustments to reconcile net income to net caskigenl by operating activitie:
Equity in undistributed net (loss) income of sukmigs (26,577) (25,067 10,76¢
Increase in receivable from subsidial (201) (62 (3,290
Stock compensation exper 1,168 952 691
Excess tax benefits from sh- based compensation arrangemt (22%) (140 (244
Depreciation, amortization and accretion, 9 a0 —
Gain on sale of securities available for ¢ — (159 —
Decrease (increase) in other as: 3,98: (1,867 2,03¢
(Decrease) increase in other liabilities a7 317 (255
Net cash provided by (used in) operating activities 1,941 (2,977) 26,01
Investing activities
Purchases of securities available for ¢ — (74,835 (44,999
Proceeds from sale of securities available for — 27,06¢ —
Proceeds from maturities of securities availabtestde 3,63( 44,45( 45,00(
Net cash provided by (used in) investing activitie 3,63( (3,32)) 1
Financing activities
Proceeds from stock optio 70E 1,10¢ 1,68i
Excess tax benefit from shi-based compensation arrangeme 12t 14C 15C
Common stock repurchas (167) (396 (393
Cash dividends paid (9,930 (11,769 (9,21))
Net cash used in financing activitie: (9,267) (10,919 (7,767
Net (decrease) increase in cas (3,69¢€) (17,219 18,24¢
Cash at beginning of yeal 28,66: 45,87t 27,62%
Cash at end of yeal 24,96¢ $ 28,66: $ 45,87¢
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(23) Segments

The Bank’s, and thus Bancorp’s, principal actigtieclude commercial banking and investment managéeand trust. Commercial banking
provides a full range of loan and deposit prodimisdividual consumers and businesses. Commaeraiging also includes the Bank’s
mortgage origination and securities brokerage agtiynvestment management and trust provides tiveahnagement services including
investment management, trust and estate admindstyand retirement plan services.

The financial information for each business segmeih¢cts that which is specifically identifiable allocated based on an internal allocation
method. Income taxes are allocated based on thetief federal income tax rate adjusted for anyeteexmpt activity. All tax exempt activity
and provision for loan losses have been allocatéde commercial banking segment. The measureafi¢hé performance of the business
segments is based on the management structure Btk and is not necessarily comparable with aimiiiformation for any other financial
institution. The information presented is also metessarily indicative of the segments’ operatibtisey were independent entities.

Principally, all of the net assets of S.Y. Bancdng, are involved in the commercial banking segméancorp has goodwill of $682,000
related to the 1996 purchase of a bank in soutimeliana. This purchase facilitated Bancorp’s exp@min southern Indiana. Goodwill has
been assigned to the commercial banking segment.
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Selected financial information by business segrfaitws:

Investment
Commercial management
(In thousands) banking and trust Total
Year ended December 31, 201
Net interest incom 70,59: 14C 70,73:
Provision for loan losse 12,60( — 12,60(
Investment management and trust serv — 13,84: 13,84:
All other nor-interest income 19,38: 21 19,40:
Non-interest expense 52,527 7,054 59,58
Income before income taxes 24,84 6,94¢ 31,79
Tax expense 5,992 2,19¢ 8,191
Net income 18,85¢ 4,74¢ 23,60¢
Year ended December 31, 201
Net interest incom 66,76¢ 11& 66,87¢
Provision for loan losse 11,46¢ — 11,46¢
Investment management and trust serv — 13,26( 13,26(
All other nor-interest income 20,47¢ — 20,47¢
Non-interest expense 49,61¢ 7,518 57,13:
Income before income taxes 26,15¢ 5,862 32,01¢
Tax expense 7,018 2,052 9,06¢
Net income 19,14: 3,81( 22,95:¢
Year ended December 31, 20C
Net interest incom 58,51 15¢ 58,67¢
Provision for loan losse 12,77¢ — 12,77¢
Investment management and trust serv 11,18( 11,18(
All other nor-interest incomt 18,85¢ — 18,85¢
Non-interest expense 46,30¢ 6,39( 52,69t
Income before income taxes 18,29: 4,94¢ 23,24.
Tax expense 5,201 1,732 6,93:
Net income 13,09: 3,21¢ 16,30¢
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(24) Quarterly Operating Results (unaudited)

Following is a summary of quarterly operating rés@inaudited) for 2011 and 2010:

2011 2010

(In thousands, except pe 4th 3rd 2nd 1st 4th 3rd 2nd 1st

share data Qtr. Qtr. Qtr. Qtr. Qtr. Qtr. Qtr. Qtr.

Interest incom: $ 2156¢% 21,61¢$ 21566$ 2128¢$ 21,720 $ 22,01¢$ 21,44t $ 20,95%
Interest expense 3,55 3,82¢ 3,95¢ 3,97 4,39¢ 4,80/ 4,901 5,168
Net interest incom 18,01¢ 17,79( 17,61: 17,31t 17,32« 17,21« 16,54 15,79¢
Provision for loan losses 3,10( 4,10( 2,60( 2,80( 3,69¢ 2,69t 2,38¢ 2,69t
Net interest income after provisi 14,91¢ 13,69( 15,01: 14,51¢ 13,62¢ 14,51¢ 14,16: 13,09¢
Non-interest incom 9,22¢ 7,85¢ 8,15 8,00% 9,57¢ 8,262 7,92: 7,97¢
Non-interest expenses 16,72: 13,30: 14,72¢ 14,825 15,08: 13,90¢ 14,38: 13,75¢
Income before income tax 7,41¢ 8,24¢ 8,43¢ 7,69¢ 8,12¢ 8,872 7,70¢ 7,317
Income tax expense 1,07¢ 2,472 2,441 2,20z 2,07 2,501 2,14¢ 2,33¢
Net income $ 634:% 577¢$% 5997% 5491% 60513% 6,36E$ 555¢% 4,981
Basic earnings per she $ 0.4¢ $ 0.4z $ 0.4: $ 0.4C $ 0.4 $ 0.4€ $ 041% 0.37
Diluted earnings per share 0.4¢€ 0.4z 0.4: 0.4C 0.44 0.4€ 0.4C 0.3€

Note: The sum of earnings per share of each ofitiaeters in 2011 and 2010 may not add to thetpedate amount reported in Banc's

consolidated financial statements due to rounding.
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders
S.Y. Bancorp, Inc.:

We have audited the accompanying consolidated balsineets of S.Y. Bancorp, Inc. and subsidiarfes“‘@ompany”) as of December 31,
2011 and 2010, and the related consolidated statsmé&income, changes in stockholders’ equity, pahensive income, and cash flows for
each of the years in the three-year period endegi@ber 31, 2011. These consolidated financialrsitts are the responsibility of the
Company’s management. Our responsibility is to egpran opinion on these consolidated financiatistants based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tildasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting pitesused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetageferred to above present fairly, in all matenéspects, the financial position of S.Y.
Bancorp, Inc. and subsidiaries as of December @11 2nd 2010, and the results of their operatioaistiaeir cash flows for each of the years
in the three-year period ended December 31, 2@1dgnformity with U.S. generally accepted accounfininciples.

We also have audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@/nited States), S.Y. Bancorp,
Inc.’s internal control over financial reporting asDecember 31, 2011, based on criteria estaldighiternal Control — Integrated

Frameworkissued by the Committee of Sponsoring Organizatidriee Treadway Commission (COSO), and our regated February 29,
2012 expressed an unqualified opinion on the effesess of the Company’s internal control overfiicial reporting.

(signed) KPMG LLF
Louisville, Kentucky

February 29, 201
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Management’s Report on Consolidated Financial Stateents

The accompanying consolidated financial statemamiisother financial data were prepared by the me&magt of S.Y. Bancorp, Inc.
(Bancorp), which has the responsibility for theerity of the information presented. The consoéiddinancial statements have been preg
in conformity with U.S. generally accepted accomgtprinciples and, as such, include amounts tleathar best estimates and judgments of
management with consideration given to materiality.

Management is further responsible for maintainirsystem of internal controls designed to providesomable assurance that the books and
records reflect the transactions of Bancorp antlith&stablished policies and procedures are allydbllowed. Management believes that
Bancorp’s system, taken as a whole, provides redderassurance that transactions are executedandaance with management’s general or
specific authorization; transactions are recordedexessary to permit preparation of financiakstaints in conformity with U.S. generally
accepted accounting principles and to maintain @atidility for assets; access to assets is pewniitdy in accordance with management’s
general or specific authorization, and the reco@=mbuntability for assets is compared with thetéxj assets at reasonable intervals and
appropriate action is taken with respect to anfedices.

Management also seeks to assure the objectivityraedrity of Bancorp’s financial data by the callefelection and training of qualified
personnel, an internal audit function and orgafral arrangements that provide an appropriatesidini of responsibility.

KPMG LLP, the independent registered public accimgrfirm that audited the consolidated financiaitsinents of Bancorp included in this
Annual Report on Form 10-K, has issued a repoBamcorp’s internal control over financial reportiag of December 31, 2011. The report
expresses an unqualified opinion on the effectigsrad Bancorp’s internal control over financial ogng as of December 31, 2011.

The Board of Directors provides its oversight falethe consolidated financial statements throughAudit Committee. The Audit
Committee meets periodically with management, tibernal auditors, and the independent auditord) ea@ private basis, to review matters
relating to financial reporting, the internal cartsystems, and the scope and results of auditteffdhe internal and independent auditors
have unrestricted access to the Audit Committeth and without the presence of management, to sésaocounting, auditing, and financial
reporting matters. The Audit Committee also recomusethe appointment of the independent auditoBotrd of Directors, and ultimately
has sole authority to appoint or replace the inddpat auditors.

/s/ David P. Heintzma
David P. Heintzma
Chairman and Chief Executive Offic

/sl Nancy B. Davit
Nancy B. Davis
Executive Vice President and Chief Financial Offi
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Item 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure
None

Item 9A.  Controls and Procedures

Bancorp maintains disclosure controls and proceddesigned to ensure that it is able to collectrif@mation it is required to disclose in t
reports it files with the Securities and Exchangen@ission (SEC), and to process, summarize antbdesthis information within the time
periods specified in the rules of the SEC. Bagetheir evaluation of Bancorp’s disclosure contiantsl procedures which took place as of
December 31, 2011, the Chief Executive and Chie&kéial Officers believe that these controls armtedures are effective to ensure that
Bancorp is able to collect, process and disclosérttormation it is required to disclose in theasp it files with the SEC within the required
time periods.

Based on the evaluation of Bancorp’s disclosurdrosand procedures by the Chief Executive anaé&fdfinancial Officers, no changes
occurred during the fiscal quarter ended DecemibeP@11 in Bancorp’s internal control over finamecgporting that has materially affected,
or is reasonably likely to materially affect, Barg's internal control over financial reporting.
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Management’s Report on Internal Control Over Finandal Reporting

The management of S.Y. Bancorp, Inc. and subsatigBancorp) is responsible for establishing anthtaiaming adequate internal control
over financial reporting. Bancorp’s internal cahtover financial reporting is a process designedeu the supervision of Bancorp’s Chief
Executive Officer and Chief Financial Officer, agffiected by Bancorp’s board of directors, managéraed other personnel, to provide
reasonable assurance regarding the reliabilitynadiicial reporting and the preparation of finanstatements for external purposes in
accordance with U.S. generally accepted accouptimgiples. This process includes those policies grocedures that:

1. Pertain to the maintenance of records, that inoreasie detail, accurately and fairly reflect trengactions and
dispositions of the assets of Bancorp;

2. Provide reasonable assurance that transactiome@eled as necessary to permit preparation ofiéiahstatements in
accordance with U.S. generally accepted accouptimgiples, and that receipts and expendituresasfd®rp are being
made only in accordance with authorizations of ngean@gent and directors of Bancorp; and

3. Provide reasonable assurance regarding preventiomely detection of unauthorized acquisition, oselisposition of
Bancorp’s assets that could have a material effie¢he financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadé&gbecause of changes in conditions, or
that the degree of compliance with policies or pthaes may deteriorate.

Management has assessed the effectiveness afeiteahcontrol over financial reporting as of Det®mn31, 2011, based on the control
criteria established in a report entitledernal Control — Integrated Frameworkssued by the Committee of Sponsoring Organimatio
(COSO) of the Treadway Commission. Based on sasessment, management has concluded that Banaussisal control over financial
reporting is effective as of December 31, 2011.

KPMG LLP, the independent registered public accimgnfirm that audited the consolidated financialtetments of Bancorp included in this
Annual Report on Form 10-K, has issued a repoBamcorp’s internal control over financial reportiag of December 31, 2011. The report
expresses an unqualified opinion on the effectigsraé Bancorp’s internal control over financial ogng as of December 31, 2011.

/s/ David P. Heintzma
David P. Heintzma
Chairman and Chief Executive Offic

/sl Nancy B. Davit
Nancy B. Davis
Executive Vice President and Chief Financial Offi
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders
S.Y. Bancorp, Inc.:

We have audited S.Y. Bancorp, Inc.’s internal colindwer financial reporting as of December 31, 20ddsed on criteria established in
Internal Control— Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO). S.Y.
Bancorp, Inc.’s management is responsible for raaiitg effective internal control over financiaparting and for its assessment of the
effectiveness of internal control over financighoeting, included in the accompanyiManagement’s Report on Internal Control Over
Financial Reportin¢. Our responsibility is to express an opinion o& @ompany’s internal control over financial repagtbased on our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting OversightriBq@nited States). Those stande
require that we plan and perform the audit to ebtagsonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditideld obtaining an understanding of internal cordvar financial reporting, assessing the
that a material weakness exists, and testing aald&ing the design and operating effectivenesstefnal control based on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestawe believe that our audit provides
a reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablessesuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @jge reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygsats that could have a material effect on thenGiizd statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, S.Y. Bancorp, Inc. maintained, ihnaaterial respects, effective internal controkofinancial reporting as of December 31,
2011, based on criteria establishedniternal Control — Integrated Framewoigsued by the Committee of Sponsoring Organizatidgrike
Treadway Commission.

We also have audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@/nited States), the consolidated
balance sheets of S.Y. Bancorp, Inc. and subsidias of December 31, 2011 and 2010, and thedalatesolidated statements of income,

changes in stockholders’ equity, comprehensivermegand cash flows for each of the years in thestlyear period ended December 31,
2011, and our report dated February 29, 2012 egpdean unqualified opinion on those consolidatedrftial statements.

(signed) KPMG LLF
Louisville, Kentucky

February 29, 201

89




Table of Contents
Item 9B. Other Information
None
Part Il
Item 10. Directors, Executive Officers and Corpoate Governance

Information regarding the directors and executiffecers of Bancorp is incorporated herein by refieeeto the discussion under the headings,
“ITEM 2. ELECTION OF ELEVEN DIRECTORS,” and “SECTIND16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCEHN
Bancorp’s Proxy Statement to be filed with the 3#ies and Exchange Commission for the 2012 AniMéting of Shareholders (“Proxy
Statement”) and the section captioned EXECUTIVE [@HERS OF THE REGISTRANT in this Form 10-K.

Information regarding the Audit Committee is incorgted herein by reference to the discussion utideheading, “BOARD OF
DIRECTORS’ MEETINGS AND COMMITTEES” in Bancorp’s Bxy Statement.

Information regarding principal occupation of di@s of Bancorp follows:

David H. Brooks — Retired. Former Chairman and €hieecutive Officer, S.Y. Bancorp, Inc. and Stocarfs Bank & Trust Company;
James E. Carrico — Retired. Former Managing DaedVells Fargo Insurance Services;

Charles R. Edinger, Il — President, J. Edinger@SInc.;

David P. Heintzman — Chairman and Chief Executifgc€r, S.Y. Bancorp, Inc. and Stock Yards Bank &3t Company;
Carl G. Herde — Vice President of Finance and Chie&ncial Officer, Baptist Healthcare System, jnc.

James A. Hillebrand —President, S.Y. Bancorp, &md Stock Yards Bank & Trust Company;

Richard A. Lechleiter — Executive Vice Presidend &hief Financial Officer, Kindred Healthcare, Inc.

Bruce P. Madison — Chief Executive Officer, Plun®8upply Company, Inc.;

Richard Northern — Partner, Wyatt, Tarrant & Combs

Nicholas X. Simor— President and Chief Executive Officer, PublishHeristing Company, LLC;

Norman Tasma— President, Tasman Industries Inc. and Tasman Plideessing Inc.;

Kathy C. Thompson — Senior Executive Vice Presid8nY. Bancorp, Inc. and Stock Yards Bank & Trustipany.

The Board of Directors of Bancorp has adopted & adcethics for its chief executive officer andditial executives. A copy of the code of
ethics is filed as an exhibit to this Annual Report

Item 11. Executive Compensation

Information regarding the compensation of Bancogxscutive officers and directors is incorporatecein by reference to the discussion
under the heading, “EXECUTIVE COMPENSATION AND OTRENFORMATION — REPORT ON EXECUTIVE COMPENSATIONN
Bancorp’s Proxy Statement.

Information regarding the Compensation Committdadsrporated herein by reference to the discussiater the heading,
“TRANSACTIONS WITH MANAGEMENT AND OTHERS” in Bancgr's Proxy Statement. The report of the Compensafiommittee
shall not be deemed filed for purposes of Sect®oflthe Securities Exchange Act of 1934 or othsevdubject to the liabilities of that
section, nor shall it be deemed soliciting matesiasubject to Regulation 14A of the Exchange Adhoorporated by reference in any filing
under the Exchange Act or the Securities Act of3l@Xcept as shall be expressly set forth by spaeiference in such filing.
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Item 12. Security Ownership of Certain BeneficialDwners and Management and Related Stockholder Madts

The information required by this item is incorp@aherein by reference to the discussion undendhaeings, “ITEM 2. ELECTION OF
ELEVEN DIRECTORS” and “SECURITY OWNERSHIP OF CERTMBENEFICIAL OWNERS AND MANAGEMENT,” in Bancorp’s
Proxy Statement.

Item 13. Certain Relationships and Related Transaions, and Director Independence

The information required by this item is incorp@aherein by reference to the discussion undendlaeings, “ITEM 2. ELECTION OF
ELEVEN DIRECTORS” and “TRANSACTIONS WITH MANAGEMENTRND OTHERS,” in Bancorp’s Proxy Statement.

Item 14. Principal Accountant Fees and Services

The information required by this item is incorp@dherein by reference to the discussion unden¢heing, “REPORT OF THE AUDIT
COMMITTEE” in Bancorp’s Proxy Statement.

Part IV
ltem 15. Exhibits and Financial Statement Schedek
(@) 1. The following financial statements ereuded in this Form 10-K:

Consolidated Balance She— December 31, 2011 and 20

Consolidated Statements of Inco- years ended December 31, 2011, 2010 and

Consolidated Statements of Changes in Stockh¢ Equity - years ended December 31, 2011, 2010 and
Consolidated Statements of Comprehensive Inc- years ended December 31, 2011, 2010 and
Consolidated Statements of Cash Fl- years ended December 31, 2011, 2010 and

Notes to Consolidated Financial Statem

Report of Independent Registered Public Accourfding

(@) 2. List of Financial Statement Schedules

Schedules to the consolidated financial statem&frBancorp are omitted since they are either ngired under the related
instructions, are inapplicable, or the requireainfation is shown in the consolidated financialesteents or notes thereto.
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(@) 3.

List of Exhibits

3.1

3.2
4.1

4.2

10.1*

10.2*

10.3*

10.4*

10.5*

10.6*

10.7*

10.8*

10.9*

10.10°

10.11°

10.12°

10.13

10.14*

10.15*

10.16”

10.17?

Amended and Restated Articles of Incorporation ah&rp filed with the Secretary of State of Kentuok April 23, 2008
Exhibit 3.1 to Form -K filed April 28, 2008, is incorporated by referenicerein

Bylaws of Bancorp as currently in effect. Exhibi2 3o Form K filed April 28, 2008, is incorporated by referenlserein
Rights agreement dated as of April 23, 2003, betv&¥ . Bancorp, Inc. and Wachovia Bank, Nationatdksation, as
rights agent. Exhibit 1 to Forn-A filed April 23, 2003, is incorporated by referenicerein

Indenture for 10% Subordinated Debentures due 2088d as of December 23, 2008, between S.Y. Bantar. and
Wilmington Trust Company, as Trustee. Exhibit 4Fbrm 8-K filed December 23, 2008, is incorpordtgdeference
herein.

S.Y. Bancorp, Inc. Amended And Restated 1995 Shockntive Plan. Exhibit 10.1 to Annual Report omRd.0-K for the
year ended December 31, 2001, of Bancorp is incatpd by reference here

Stock Yards Bank & Trust Company Executive NondigaliDeferred Compensation Plan (as Amended anthiRelsin
2009), as filed as Exhibit 10.4 to Forr-K filed on December 19, 2008, is incorporated Hgnence hereir

Stock Yards Bank & Trust Company Director NonquetifDeferred Compensation Plan (as Amended andfeesin
2009), as filed as Exhibit 10.3 to Forr-K filed on December 19, 2008, is incorporated Hgnence hereir

Form of Stock Yards Bank & Trust Company Executidanqualified Deferred Compensation Plan Employent@bution
Agreement, as filed as Exhibit 10.3 to For-K filed on October 23, 2006, is incorporated byerefice hereir

Stock Yards Bank & Trust Company 2009 Restatedd@dbificers Security Plan Exhibit 10.1 to Form &iled
December 19, 2008, is incorporated by referenceiihs

Change in Control Severance Agreement dated aanoiady 27, 2010 between Stock Yards Bank & Trush@any and
David P. Heintzman, Exhibit 10.1 to Forr-K filed January 27, 2010, is incorporated by refieesherein

Change in Control Severance Agreement dated aanoiady 27, 2010 between Stock Yards Bank & Trush@any and
Kathleen C. Thompson, Exhibit 10.2 to For-K filed January 27, 2010, is incorporated by refiesherein

Change in Control Severance Agreement dated aanoidy 27, 2010 between Stock Yards Bank & Trush@any and
James A. Hillebrand, Exhibit 10.3 to Forr-K filed January 27, 2010, is incorporated by refessherein

Change in Control Severance Agreement dated aanoidy 27, 2010 between Stock Yards Bank & Trush@any and
Nancy Davis, Exhibit 10.4 to Forn-K filed January 27, 2010, is incorporated by rafeeherein

Form of Change in Control Severance Agreement @&odter, Hoeck and Dishman), Exhibit 10.5 to Forid led
January 27, 2010, is incorporated by referenceire

S.Y. Bancorp, Inc. 2005 Stock Incentive Plan. EiHiB.1 to Form 8-K filed May 2, 2005, is incorpted by reference
herein.

Amendment No. 1 to S. Y. Bancorp, Inc. 2005 Staatehtive Plan, as filed as Exhibit 10.1 to Form 8kd on April 22,
2010, is incorporated by reference her

Form of Employer Contribution Agreement, Nancy BaWRarticipant, as filed as Exhibit 10.4 to Forr{ 8led on
October 23, 2006, is incorporated by referenceihe

Terms of Restricted Stock Program, as filed as lakhD.1 to Form 8-K filed on February 26, 2007insorporated by
reference hereir

Form of Restricted Stock Agreement (3 year vestiag)iled as Exhibit 10.2 to Form 8-K filed on Iredxy 26, 2007, is
incorporated by reference here

Form of Stock Option Grant and Agreement (6 mon#sting), as filed as Exhibit 10.1 to Form 8-K dilen January 19,
2006, is incorporated by reference her

Form of Stock Option Grant and Agreement (5 yeating), as filed as Exhibit 10.2 to Forngfiled on January 19, 200
is incorporated by reference here
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10.18* Form of Stock Appreciation Right Grant Agreementr(6nth vesting), as filed as Exhibit 10.1 to For{ 8led on
February 22, 2008, is incorporated by referenceihe
10.19* Form of Stock Appreciation Right Grant Agreemeny€ar vesting), as filed as Exhibit 10.2 to Forr{ 8led on
February 22, 2008, is incorporated by referenceihe
10.20* Form of Indemnification Agreement between StockdéaBank & Trust Company, S.Y. Bancorp, Inc. ancheaember of
the Board of Directors. Exhibit 10.3 to Annual Repm Form 10-K for the year ended December 311260Bancorp is
incorporated by reference here
10.21* Form of Restricted Stock Award Agreement (5 yeating) between S.Y. Bancorp, Inc. and each recimérestricted
stock. Exhibit 10.21 to Annual Report on Form 1@eKthe year ended December 31, 2010, of Bancanr@porated by
reference hereir
10.22* Form of Director Restricted Stock Award Agreemehnyéar vesting) between S.Y. Bancorp, Inc. and easimber of the
Board of Directors. Exhibit 10.22 to Annual RepontForm 10-K for the year ended December 31, 26flBancorp is
incorporated by reference here
10.23* Amendment No. 2 to the S. Y. Bancorp, Inc. 200xK1ocentive Plan, as filed as Exhibit 10.1 to F@+K filed on
April 22, 2011, is incorporated by reference her
10.24* Form of S.Y. Bancorp, Inc. Restricted Stock Unia@rAgreement, as filed as Exhibit 10.2 to Form 8kd on April 22,
2011, is incorporated by reference her
14 Code of Ethics for the Chief Executive Officer dfidancial Executives
21 Subsidiaries of the Registra
23 Consent of Independent Registered Public Accouriing.
31.1 Certifications pursuant to Section 302 of the Saek-Oxley Act by David P. Heintzmau
31.2 Certifications pursuant to Section 302 of the Saek-Oxley Act by Nancy B. Davis
32.1 Certifications pursuant to 18 U.S.C. Section 1280Adopted Pursuant to Section 906 of the Sarb@mésss Act of 2002
by David P. Heintzmar
32.z Certifications pursuant to 18 U.S.C. Section 1280Adopted Pursuant to Section 906 of the Sarb@mésy Act of 2002
by Nancy B. Davis
101 The following financial statements from the S.Y.Barp, Inc. December 31, 2011 Annual Report on FboaK, filed on
February 29, 2012, formatted in eXtensible Busiregorting Language(XBRL):
(1) Consolidated Balance Sheets
(2) Consolidated Statements of Income
(3) Consolidated Statement of Changes in Stoclkdre! Equity
(4) Consolidated Statements of Comprehensivenhgco
(5) Consolidated Statements of Cash Flows
(6) Notes to Consolidated Financial Statem

* Indicates matters related to executive compeosair other management contracts.

Copies of the foregoing Exhibits will be furnishiedothers upon request and payment of Bancorp®oresble expenses in furnishing the
exhibits.

(b)  Exhibits

The exhibits listed in response to Item 15(a) 3fided or furnished as a part of this report.
(c) Financial Statement Schedules

None

Where You Can Find More Information

Bancorp is subject to the informational requirersenftthe Securities Exchange Act of 1934 and adeglyifiles its annual report on Form
10-K, quarterly reports on Form 10-Q, current répon Form 8-K, proxy statements and other infoiomatvith the Securities and Exchange
Commission (“SEC”). The public may read and copy materials filed with the SEC at the SEC’s PuBRaference Room at 100 F Street,
NE, Washington, DC 20549. Please call the SE@GGQ)(SE(-0330 for further information on the Public RefezerRoom. Bancorp’s public
filings are also maintained on the SEC's Interiitetthat contains reports, proxy and informaticatesinents and other information regarding
issuers that file electronically with the SEC. Tdudelress of that web site is http://www.sec.gavaddition, Bancorp’s annual report on
Form 10-K, quarterly reports on Form 10-Q, curmemorts on Form 8-K and amendments to those refiledisor furnished pursuant to
Section 13(a) or 15(d) of the Exchange Act maydiessed free of charge through Bancorp’s web &iewe have electronically filed such
material with, or furnished it to, the SEC. Thelaass of that web site is http://www.syb.com.
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Signatures

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, thereduaty authorized.

February 29, 201 S.Y. BANCORP, INC

BY: /s/ David P. Heintzma
David P. Heintzmau
Chairman and Chief Executive Offic

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdatlicated.

/s/ David P. Heintzma Chairman, Chief Executive Officer and Director February 29, 2012
David P. Heintzmau (principal executive officer)

/sl James A. Hillebran President and Director February 29, 2012
James A. Hillebran

/sl Nancy B. Davit Executive Vice President and Chief Financial February 29, 2012
Nancy B. Davis Officer (principal financial and accounting offi¢er

/s/ David H. Brook Director February 29, 2012
David H. Brooks

/sl James E. Carric Director February 29, 2012
James E. Carric

/sl Charles R. Edinger, | Director February 29, 2012
Charles R. Edinger, II

/sl Carl G. Herdr Director February 29, 2012
Carl G. Herde

/sl Richard A. Lechleite Director February 29, 2012

Richard A. Lechleite

/sl Bruce P. Madiso Director February 29, 2012
Bruce P. Madisol

/sl Richard Norther Director February 29, 2012
Richard Northerr

/sl Nicholas X. Simoil Director February 29, 2012
Nicholas X. Simor

/s/ Norman Tasma Director February 29, 2012
Norman Tasma

/sl Kathy C. Thompso Senior Executive Vice President and Director February 29, 2012
Kathy C. Thompsol
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Index to Exhibits
Exhibit Number

3.1 Amended and Restated Articles of Incorporation ah@&rp filed with the Secretary of State of Kenguok April 23, 2008.
Exhibit 3.1 to Form -K filed April 28, 2008, is incorporated by referenicerein
3.2 Bylaws of Bancorp as currently in effect. Exhibi2 30 Form K filed April 28, 2008, is incorporated by referenlgerein
4.1 Rights agreement dated as of April 23, 2003, betv&#& . Bancorp, Inc. and Wachovia Bank, Nationadation, as rights
agent. Exhibit 1 to Form-A filed April 23, 2003, is incorporated by referenlgerein
4.2 Indenture for 10% Subordinated Debentures due 2f@d as of December 23, 2008, between S.Y. Bpnbar. and
Wilmington Trust Company, as Trustee. Exhibit 4Fbrm 8-K filed December 23, 2008, is incorporatgdeference
herein.
10.1* S.Y. Bancorp, Inc. Amended And Restated 1995 Shockntive Plan. Exhibit 10.1 to Annual Report onRd.0-K for the
year ended December 31, 2001, of Bancorp is incatpd by reference here
10.2* Stock Yards Bank & Trust Company Executive Nondieadi Deferred Compensation Plan (as Amended anthielsin
2009), as filed as Exhibit 10.4 to Forr-K filed on December 19, 2008, is incorporated gnence hereir
10.3* Stock Yards Bank & Trust Company Director NonquetifDeferred Compensation Plan (as Amended andiesin 2009’
as filed as Exhibit 10.3 to Forn-K filed on December 19, 2008, is incorporated tfgmence hereir
10.4* Form of Stock Yards Bank & Trust Company Executiienqualified Deferred Compensation Plan Employent@loution
Agreement, as filed as Exhibit 10.3 to For-K filed on October 23, 2006, is incorporated byerefice hereir
10.5* Stock Yards Bank & Trust Company 2009 Restatedd@édificers Security Plan Exhibit 10.1 to Form &iled
December 19, 2008, is incorporated by referenceiine
10.6* Change in Control Severance Agreement dated aanoidy 27, 2010 between Stock Yards Bank & Trush@any and
David P. Heintzman, Exhibit 10.1 to Forr-K filed January 27, 2010, is incorporated by refieesherein
10.7* Change in Control Severance Agreement dated amnofady 27, 2010 between Stock Yards Bank & Trushg@any and
Kathleen C. Thompson, Exhibit 10.2 to For-K filed January 27, 2010, is incorporated by refiessherein
10.8* Change in Control Severance Agreement dated amnofady 27, 2010 between Stock Yards Bank & Trushg@any and
James A. Hillebrand, Exhibit 10.3 to Forr-K filed January 27, 2010, is incorporated by refieeherein
10.9* Change in Control Severance Agreement dated aanoidy 27, 2010 between Stock Yards Bank & Trush@any and
Nancy Davis, Exhibit 10.4 to Forn-K filed January 27, 2010, is incorporated by rafeeherein
10.10* Form of Change in Control Severance Agreement (Roiter, Hoeck and Dishman), Exhibit 10.5 to Forid Bted
January 27, 2010, is incorporated by referenceirhe
10.11* S.Y. Bancorp, Inc. 2005 Stock Incentive Plan. EitHib.1 to Form 8-K filed May 2, 2005, is incorpted by reference
herein.
10.12* Amendment No. 1 to S. Y. Bancorp, Inc. 2005 Stawehtive Plan, as filed as Exhibit 10.1 to Form &&d on April 22,
2010, is incorporated by reference her
10.13* Form of Employer Contribution Agreement, Nancy BaWarticipant, as filed as Exhibit 10.4 to Forr{ 8led on
October 23, 2006, is incorporated by referenceihe
10.14* Terms of Restricted Stock Program, as filed as lixhD.1 to Form 8-K filed on February 26, 2007insorporated by
reference hereir
10.15* Form of Restricted Stock Agreement (3 year vestiag)filed as Exhibit 10.2 to Form 8-K filed on Fedry 26, 2007, is
incorporated by reference here
10.16* Form of Stock Option Grant and Agreement (6 montsing), as filed as Exhibit 10.1 to Form 8-K dilen January 19,
2006, is incorporated by reference her
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10.17* Form of Stock Option Grant and Agreement (5 yeatiug), as filed as Exhibit 10.2 to Form 8-K filed January 19, 2006,
is incorporated by reference here
10.18* Form of Stock Appreciation Right Grant Agreementr(énth vesting), as filed as Exhibit 10.1 to Forsi{ 8led on
pp g g g
February 22, 2008, is incorporated by referenceihe
10.19* Form of Stock Appreciation Right Grant Agreemenyéar vesting), as filed as Exhibit 10.2 to Forr{ 8led on
February 22, 2008, is incorporated by referenceihe
10.20* Form of Indemnification Agreement between StockdéaBank & Trust Company, S.Y. Bancorp, Inc. ancheaember of
the Board of Directors. Exhibit 10.3 to Annual Repmn Form 10-K for the year ended December 31,12060Bancorp is
incorporated by reference here
10.21* Form of Restricted Stock Award Agreement (5 yeating) between S.Y. Bancorp, Inc. and each recimérestricted
stock. Exhibit 10.21 to Annual Report on Form 1@aKthe year ended December 31, 2010, of Bancargporated by
reference hereir
10.22* Form of Director Restricted Stock Award Agreemenyéar vesting) between S.Y. Bancorp, Inc. and eaeimber of the
Board of Directors. Exhibit 10.22 to Annual RepontForm 10-K for the year ended December 31, 26flBancorp is
incorporated by reference here
10.23* Amendment No. 2 to the S. Y. Bancorp, Inc. 200K1acentive Plan, as filed as Exhibit 10.1 to F@+K filed on
April 22, 2011, is incorporated by reference her
10.24* Form of S.Y. Bancorp, Inc. Restricted Stock UniafrAgreement, as filed as Exhibit 10.2 to Form 8kd on April 22,
2011, is incorporated by reference her
14 Code of Ethics for the Chief Executive Officer dfidancial Executives
21 Subsidiaries of the Registra
23 Consent of Independent Registered Public Accouriing.
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. Davis
32.1 Certifications pursuant to 18 U.S.C. Section 130Adopted Pursuant to Section 906 of the Sarb@mbsy Act of 2002 by
David P. Heintzmar
32.2 Certifications pursuant to 18 U.S.C. Section 130Adopted Pursuant to Section 906 of the Sarb@mbsy Act of 2002 by
Nancy B. Davis
101 The following financial statements from the S.Y.Barp, Inc. December 31, 2011 Annual Report on FborK, filed on
February 29, 2012, formatted in eXtensible Busiregorting Language(XBRL):
(1) Consolidated Balance Sheets
(2) Consolidated Statements of Income
(3) Consolidated Statement of Changes in Stoddns! Equity
(4) Consolidated Statements of Comprehensivenhgco
(5) Consolidated Statements of Cash Flows
(6) Notes to Consolidated Financial Statem

* Indicates matters related to executive compeosair other management contracts.
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EXHIBIT 14
Code of Ethics for the Chief Executive Officer andFinancial Executives

S.Y. Bancorp, Inc. and Stock Yards Bank & Trust @amy are strongly committed to conducting busing#is honesty and integrity and in
compliance with all applicable laws and regulatiddsnior financial officers hold an important pmsitin our corporate governance structure
because of their role in balancing, protecting praserving the interests of all of our stakehold&hss Code of Ethics for the Chief Execut
Officer and Financial Executives contains spegfiaiciples to which the Chief Executive OfficergBident, Chief Financial Officer,
Controller and other financial, accounting and $tew officers (the “Financial Officers”) are expedtto adhere. This Code of Ethics is
intended to supplement the general corporate cbdenaluct.

This code is intended to be our Code of EthicsSfemior Financial Officers pursuant to the provisiof Section 406 of the Sarbanes-Oxley
Act of 2002 and related rules of the Securities Brehange Commission.

All Financial Officers will:

1. Act with honesty and integrity, avoiding actualagparent conflicts of interest in personal and gssional relationships.
2. Provide our stakeholders with information thatdswrate, complete, objective, relevant, timely anderstandable.
3. Comply with rules and regulations of federal, stptevincial and local governments, and other appate private and public

regulatory agencies.

4, Act in good faith, responsibly, with due care, catgmce and diligence, without misrepresenting rmaticts or allowing one’s
independent judgment to be subordinated.

5. Respect the confidentiality of information acquiiedhe course of ong’'work except when authorized or otherwise legattllyjgated
to disclose. Confidential information acquired e ttourse of one’s work will not be used for pes@uvantage.

6. Share knowledge and maintain skills important ateMant to our stakeholders’ needs.

7. Proactively promote ethical behavior as a respdmgiartner among peers in one’s work environment.

8. Achieve responsible use of and control over aktsand resources employed or entrusted to us.

9. Report known or suspected violations of this Cadadcordance with all applicable rules of procedure

10. Be accountable for adhering to this Code.

11. Not unduly or fraudulently influence, coerce, margte or mislead any authorized audit or interfeith any auditor engaged in the

performance of an internal or independent audduffinancial statements or accounting books andros.

We will promptly disclose the nature of any amendmet (other than administrative or non-substantive amendments) to or waiver fron
this Code of Ethics as may be required by applicablrules of the Securities and Exchange Commission@dthe NASDAQ.




EXHIBIT 21
S.Y. Bancorp, Inc. Subsidiaries

Stock Yards Bank & Trust Company, a Kentucky Bagkorporation
1040 East Main Street
Louisville, KY 40206

S.Y. Bancorp Capital Trust Il
1040 East Main Street
Louisville, KY 40206




Exhibit 23
Consent of Independent Registered Public Accountingirm

The Board of Directors
S.Y. Bancorp, Inc.:

We consent to the incorporation by reference inrégéstration statement (Nos. 333-128809, 333-12888-96740, 33-96742, and 333-
30530) on Form S-8 and No. 33-96744 on Form S8.%f Bancorp, Inc. of our reports dated February224.2, with respect to the
consolidated balance sheets of S.Y. Bancorp, kof ®ecember 31, 2011 and 2010, and the relatesbdidated statements of income,
changes in stockholders’ equity, comprehensivermegand cash flows for each of the years in thestlyear period ended December 31,
2011, and the effectiveness of internal controkdivencial reporting as of December 31, 2011, Whigports appear in the December 31,
2011 annual report on Form 10-K of S.Y. Bancorp, In

(signed) KPMG LLP

Louisville, Kentucky

February 29, 2012




Exhibit 31.1

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

I, David P. Heintzman, certify that:

1. | have reviewed this annual report on Form 16f.Y. Bancorp, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or émnéttate 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 we have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, 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 financigomting, or caused such internal control over foiahreporting to be designed under
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport 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 tegyi¢'s internal control over financial reportirtat occurred during the registrant’'s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tlegyistrant’s internal control over financial
reporting; and

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

a) all significant deficiencies and material weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refiwancial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date: February 29, 2012 By: /s/ David P. Heintzma

David P. Heintzman,
Chairman and
Chief Executive Office




Exhibit 31.2

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

I, Nancy B. Davis, certify that:

1. | have reviewed this annual report on Form 16f.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 we have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, 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 financigomting, or caused such internal control over foiahreporting to be designed under
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport 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 tegyi¢'s internal control over financial reportirtat occurred during the registrant’'s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tlegyistrant’s internal control over financial
reporting; and

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

a) all significant deficiencies and material weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refiwancial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date: February 29, 2012 By: /s/ Nancy B. Davit

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




Exhibit 32.1

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 annual report of S.Y. Bamcdnc. on Form 10-K for the period ending Decendiy 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: February 29, 2012 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office

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 fchange Commission or its staff upon request.




Exhibit 32.2

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 annual report of S.Y. Bamcdnc. on Form 10-K for the period ending Decendiy 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: February 29, 2012 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 fchange Commission or its staff upon request.




