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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Balance Sheets
September 30, 2012 and December 31, 2011

(In thousands,

Assets

Cash and due from ban
Federal funds sol
Mortgage loans held for sa
Securities available for sale (amortized cost &®%386 in 2012 and
Federal Home Loan Bank sto
Other securitie
Loans
Less allowance for loan loss

Net loans
Premises and equipment, |
Bank owned life insuranc
Accrued interest receivab
Other asset

Total asset
Liabilities and Stockholders’ Equity
Deposits:
Non-interest bearin
Interest bearini
Total deposit:
Securities sold under agreements to repurc
Federal funds purchas
Accrued interest payab
Other liabilities
Federal Home Loan Bank advan
Subordinated debentur
Total liabilities
Stockholder' equity:

except share data)

Preferred stock, no par value. Authorized 1,000 &ltres; no shares issued or outstan
Common stock, no par value. Authorized 20,000,0@0es; issued and outstanding 13,894,540 and

13,819,319 shares in 2012 and 2011, respect
Additional paic-in capital
Retained earning
Accumulated other comprehensive inca
Total stockholder equity

Total liabilities and stockholde’ equity

September 30 December 31
2012 2011
(Unaudited)

$ 35,03 $ 32,90:

17,35! 22,01¢

13,41% 4,381

$343,059 in 20: 360,94¢ 352,18t

5,18( 4,94¢

1,00(¢ 1,001

1,578,291 1,544,84!

31,24¢ 29,74¢

1,547,04! 1,515,10!

37,43¢ 36,61

27,88¢ 27,14

5,95¢ 5,96¢

51,34: 50,84

$ 2,102,58 $ 2,053,09

$ 359,097 $ 313,58°

1,330,93 1,304,15.

1,690,03! 1,617,73

54,12% 66,02¢

19,30¢ 37,27:

20z 232

46,17, 42,81(

60,42: 60,43:

30,90( 40,90(

1,901,16 1,865,41.

7,204 6,95:

17,04¢ 14,59¢

170,90¢ 160,67.

6,264 5,46z

201,42. 187,68t

$ 2,102,58 $ 2,053,09

See accompanying notes to unaudited consolidateddial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Income

For the three and nine months ended Septembe03@,&hd 2011

(In thousands, except per share data)

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

Diluted
Average common share
Basic

Diluted

See accompanying notes to unaudited consolidataddial statements.

For three months endec

For nine months endec

September 30 September 30
2012 2011 2012 2011

$ 19,87 $ 19,86¢ $ 59,227 $ 59,34:
82 72 21€ 167
98 46 217 14z
1,37¢ 1,31¢ 4,30¢ 3,811
25€ 311 89¢ 1,00¢
21,69: 21,61¢ 64,86 64,47(
1,72¢ 2,52( 5,652 7,84¢
8 8 24 31
46 68 13¢€ 19¢
34E 36¢ 1,072 1,09¢
773 862 2,341 2,58¢
2,891 3,82¢ 9,227 11,75¢
18,79t 17,79( 55,64( 52,71¢
2,47¢ 4,10(C 9,02¢ 9,50(
16,32( 13,69( 46,61¢ 43,21¢
3,61 3,34 10,67t 10,54¢
2,161 2,167 6,341 6,12¢
98t 94t 2,967 2,782
1,271 574 2,882 1,39
651 57C 1,844 1,61
22¢€ 257 742 761
98( (2) 2,87¢ 792
9,79¢ 7,85¢ 28,33( 24,01t
9,711 7,52¢ 28,18¢ 24,57¢
1,36¢ 1,314 4,19¢ 3,901
1,29¢ 1,28: 4,131 3,76¢
347 30€ 96& 99¢
39¢ 33¢ 1,09t 1,29¢
3,92¢ 2,532 9,711 8,31/
17,04¢ 13,30z 48,28¢ 42,85¢
9,07( 8,24¢ 26,65¢ 24,37
2,38¢ 2,472 7,36¢ 7,11°F
6,682 5,774 19,28 17,26:
$ 0.4 $ 04z $ 1.3¢ §$ 1.2¢8
$ 0.4 $ 04z $ 1.3¢ $ 1.2¢
13,88: 13,79¢ 13,867 13,77¢
13,96¢ 13,83¢ 13,92¢ 13,84«
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Comprehensive Income
For the three and nine months ended Septembe03@,&hd 2011
(In thousands)

Three months endec

Nine months endec

September 30 September 30
2012 2011 2012 2011
Net income $ 6,682 $ 577¢ $ 19,287 $ 17,26:
Other comprehensive income, net of t
Unrealized gains on securities available for <
Unrealized gains arising during the period (netiaafof

$202, $555, $432 and $1,404, respectiv 37E 1,031 802 2,60¢

Comprehensive incorr $ 7,051 $ 6,805 $ 20,08¢ $ 19,87(

See accompanying notes to unaudited consolidataddial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Cash Flows
For the nine months ended September 30, 2012 &t 20
(In thousands)

Operating activities
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Provision for loan losse
Depreciation, amortization and accretion,
Deferred income tax bene
Gain on sales of mortgage loans held for
Origination of mortgage loans held for s
Proceeds from sale of mortgage loans held for
Bank owned life insurance incor
(Increase) decrease in value of private investrivard
Proceeds from liquidation of private investmentdi
Loss on the disposal of equipm:e
Loss on the sale of other real est
Stock compensation exper
Excess tax benefits from sh-based compensation arrangems
(Increase) decrease in accrued interest receiamoleother asse
Increase (decrease) in accrued interest payablethed liabilities
Net cash provided by operating activit
Investing activities
Purchases of securities available for
Proceeds from maturities of securities availabtestde
Proceeds from maturities of securities held to mitgt!
Net increase in loar
Purchases of premises and equipn
Proceeds from disposal of premises and equip
Proceeds from sale of foreclosed as
Net cash used in investing activiti
Financing activities
Net increase in deposi
Net (decrease) increase in securities sold undeeawents to repurchase and federal funds
purchase(
Net decrease in other st-term borrowings
Proceeds from Federal Home Loan Bank adva
Repayments of Federal Home Loan Bank adva
Prepayment penalty on modification of Federal Harman Bank advance
Repayments of subordinated debent
Issuance of common stock for options and dividesiigvestment pla
Excess tax benefits from sh-based compensation arrangems
Common stock repurchas
Cash dividends pai
Net cash provided by financing activiti
Net (decrease) increase in cash and cash equis
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe
Supplemental cash flow informatic
Income tax paymen
Cash paid for intere:
Supplemental nc-cash activity

Transfers from loans to other real estate ow
See accompanying notes to unaudited consolidataddial statements.
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2012 2011
19,287 $ 17,26:
9,02t 9,50(
3,68¢ 2,94:
(1,487) (1,181)
(2,882) (1,397)
(166,29) (76,270)
160,14: 79,04:
(749) (761)
(637) 702
2,84¢ —
47 382
1,177 37
1,11€ 86¢
(57) (87)
(1,387) 3,331
3,39¢ (8,666)
27,23 25,71
(330,19;) (249,42
321,40 211,10
— 20
(44,306) (46,43%)
(3,231) (6,280)
— 7
2,47¢ 5,95:
(53,85() (85,05%)
72,29: 83,00:
(29,869 (2,281)
— (739)
30,00¢ —
(30,009) 8)
(872) —
(10,000) —
58t 474
57 87
(204) (167)
(7,909) (7,441)
24,07¢ 73,02
(2,537) 13,67¢
54,92( 41,65
52,38 $ 55,33:
8,025 $ 2,59¢
9,257 11,90:
3,33¢ $ 9,82¢
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statement of Changes in Stockholdeysity
For the nine months ended September 30, 2012

(In thousands, except per share data)

Accumulated

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

Balance December 31, 20 13,81¢ $ 6,95 $ 1459¢ $ 160,67: $ 5462 $ 187,68t
Net income — — — 19,28 — 19,28
Other comprehensive income, net of — — — — 80z 80z
Stock compensation exper — — 1,11¢ — — 1,11¢
Stock issued for stock options exerci:

and dividend reinvestment pl: 34 114 52¢ 2 — 641
Stock issued for non-vested restricte

stock 57 19C 1,10¢ (1,299 — —
Cash dividends, $0.57 per sh. — — — (7,909 — (7,909
Shares repurchased or cance (15) (53) (30¢) 15¢ — (203%)
Balance September 30’ 20 13,895 $ 7,20‘ $ 17,04( $ 170,903 $ 6,26Z $ 201,42:

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

The accompanying consolidated financial statemiesave been prepared in accordance with the instneto Form 10-Q and do not
include all information and footnotes required bysUgenerally accepted accounting principles (USR\BRAfor complete financial
statements. The consolidated financial statemarsY. Bancorp, Inc. (“Bancorp”) and its subsidiaeflect all adjustments
(consisting only of adjustments of a normal reagmature) which are, in the opinion of managemeatessary for a fair presentation
of financial condition and results of operationstfte interim periods.

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

A description of other significant accounting p@gis presented in the notes to the Consolidaitg@hEial Statements for the year
ended December 31, 2011 included in S.Y. Bancoipd Annual Report on Form 10-K. Certain reclisations have been made in
the prior year financial statements to conformugent year classifications.

Interim results for the three and nine month peviedded September 30, 2012 are not necessaribaing of the results for the entire
year.

Critical Accounting Policies

Management has identified the accounting policgtesl to the allowance and provision for loan logsesritical to the understanding
of Bancorp’s results of operations and discussisdctinclusion with the Audit Committee of the BoaifdDirectors. Since the
application of this policy requires significant neg@ment assumptions and estimates, it could nesoiaterially different amounts to
be reported if conditions or underlying circumseswere to change. Assumptions include many fastach as changes in borrowers’
financial condition which can change quickly ortbigcal loss ratios related to certain loan porttelwhich may or may not be
indicative of future losses. To the extent thahagement assumptions prove incorrect, the results frommaifmms could be materia
affected by a higher or lower provision for loasdes. The accounting policy related to the all@&dor loan losses is applicable to
the commercial banking segment of Bancorp.

Additionally, management has identified the accomunpolicy 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 ofstlatthave been recognized in an entity’s findrst@ements or tax returns.
Judgment is required in assessing the future tagempuences of events that have been recognizeahicoBo’s financial statements or
tax returns. Fluctuations in the actual outcomthe$e future tax consequences, including the sffgfigpberiodic IRS and state agency
examinations, could materially impact Bancorp’sfinial position and its results from operations.

7
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2 Securities
The amortized cost, unrealized gains and lossekfaanvalue of securities available for sale fallo

September 30, 201, Amortized Unrealized
Securities available for sale cost Gains Losses Fair value
(in thousands)

U.S. Treasury and other U.S. government obligat $ 60,00C $ — 3 — 3 60,00(
Government sponsored enterprise obligat 103,81 2,85¢ — 106,67.
Mortgagebacked securitie 127,27. 4,28( — 131,55.
Obligations of states and political subdivisic 58,49t 3,18¢ — 61,68t¢
Trust preferred securities of financial institutson 1,00( 38 — 1,03¢
Total securities available for sale $ 350,58t $ 10,36( $ — $ 360,94t
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: $ — 3 — % 115,00:
Government sponsored enterprise obligat 43,34¢ 2,831 — 46,18¢
Mortgagebacked 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 instituti 1,00(¢ 2 — 1,00z
Total securities available for se $ 343,05¢ $ 9,18: $ 56 $ 352,18

The investment portfolio includes a significantdewef obligations of states and political subdieiss. The issuers of these bonds are
generally school districts or essential-servicelipukorks projects. The issuers are concentraid€entucky, with a small percentage
in Indiana and Ohio. Each of these securities hasigg of A or better by a recognized bond ratiggncy.

In addition to the available for sale portfolioy@stment securities held by Bancorp include cegagurities which are not readily
marketable, and are carried at cost. This cateigatydes holdings of Federal Home Loan Bank of @inati (FHLB) stock which are
required for borrowing availability and are cla&sifas restricted securities. Other securitiesisbn§a Community Reinvestment Act
(CRA) investment which matures in 2014, and isyfabbllateralized by a government agency securityimilar duration.

8
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A summary of the available for sale investment gées by maturity groupings as of September 30,28 shown below. Actual
maturities may differ from contractual maturitieschuse some issuers have the right to call or prelpiggations. The investment
portfolio includes agency mortgage-backed secsritihich are guaranteed by agencies such as th&IEHHENMA, and GNMA.
These securities differ from traditional debt s@&@s primarily in that they may have uncertaimgipal payment dates and are priced
based on estimated prepayment rates on the unatgidgilateral. Bancorp does not have exposureliprime originated mortgage-
backed or collateralized debt obligation instrumsent

Securities available for sale Amortized cost Fair value
(in thousands)

Due within 1 yea $ 127,44¢ $ 127,60:
Due after 1 but within 5 yea 62,61« 65,14
Due after 5 but within 10 yea 32,25 35,61
Due after 10 year 1,00¢ 1,03¢
Mortgagebacked securitie 127,27. 131,55.
Total securities available for s $ 350,58 $ 360,94¢

Bancorp had no securities with unrealized loss&eptember 30, 2012. Securities with unrealizedds, consisting of five separate
investment positions, at December 31, 2011, naigeized in income were as follows:

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, 201,
Mortgage-backed securitie $ 512: $ 23 % — 8 — 5,12z 23
Obligations of states and political

subdivisions 2,644 17 1,021 1€ 3,66¢ 33

Total temporarily impaired securities $ 7,766 $ 40 $ 1,021 $ 1€ $ 8,781 $ 56
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Loans

(3)

The composition of loans by primary loan portf@degment follows:

(in thousands)

September 30, 201

December 31, 201

Commercial and industrii
Construction and developme
Real estate mortga
Consume

Total loans

$ 419,56¢ $ 393,72
138,16! 147,63

980,17 966,66!

40,37¢ 36,81+

$ 157829 $ 1,544,84

The following table presents the balance in thended investment in loans and allowance for loasds by portfolio segment and
based on impairment method as of September 30, 20d December 31, 2011.

Type of loan

September 30, 201, Commercial Construction Real estate
(in thousands) and industrial and development mortgage Consumer Total
Loans
Balance $ 419,56¢ $ 138,16! $ 980,17¢ $ 40,37¢ $ 1,578,29
Balance: loans with an

allowance recorde $ 9,73 $ 12,03¢ $ 8,187 $ 4 $ 29,95¢
Balance: loans with no

related allowance

recordec $ 409,83t $ 126,120 $ 971,99 $ 40,37+ $ 1,548,33

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

Allowance for loan

losses
Beginning balance

December 31, 201 $ 7,36¢ $ 3,54¢ $ 11,18: $ 54C $ 7,11 $ 29,74

Provision 2,65¢ 1,47¢ 3,551 (203) 1,54 9,02t

Chargeoffs (4,462) (1,33¢) (1,980 (58¢) — (8,36

Recoveries 19 — 21t 60¢ — 842
Ending balance

September 30, 201 $ 5571 $ 3,68t $ 12,96¢ $ 356 $ 8,65¢ $ 31,24¢
Balance: allowance for

loans with related

allowance recorde $ 427 $ 2,306 $ 27¢  $ — $ 3,01¢4
Balance: allowance for

loans with no related

a”owance recorde 5,15( $ 1,38( $ 12,685 $ 35¢€ $ 8,656 $ 28,23:

10
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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: loans with an

allowance recorde $ 5,45¢ $ 2,41€ $ 14,17( $ 94 $ 22,13¢
Balance: loans with no related

allowance recorde $ 388,27( $ 145,22: $ 052,49 $ 36,72( $ 1,522,701

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

Allowance for loan losse:
Beginning balance

December 31, 201 $ 2,79¢ $ 2,28( $ 12,27: $ 62 $ 757 % 25,54

Provision 5,47 2,85¢ 4,59; 13¢ (459 12,60(

Chargeoffs (1,019 (1,599 (5,840 (679) — (9,127

Recoveries 10€ — 15€ 457 — 72%
Ending balance December 31,

2011 $ 7,36¢ $ 3,54¢ $ 11,18 $ 54C $ 7,11 $ 29,74*
Balance: allowance for loans

with related allowance

recordec $ 954 $ 10 $ 1597 $ — $ 2,561
Balance: allowance for loans

with no related allowance

recordec $ 6,41( $ 3,53¢ $ 9,58t $ 54C $ 7,112 $ 27,18¢

Bancorp did not have any loans acquired with detatéd credit quality at September 30, 2012 or B 31, 2011.

Management uses the following portfolio segment®ais when assessing and monitoring the risk anfdgpnance of the loan
portfolio:

. Commercial and industrial

e Construction and development
* Real estate mortgage

. Consumer

11
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The following table presents loans individually kexeded for impairment as of September 30, 2012Reckmber 31, 2011.

Unpaid Average

September 30, 201 Recorded principal Related recorded
(in thousands) investment balance allowance investment
Loans with no related allowance recor¢

Commercial and industrii $ 8,16t $ 12,821 6,09¢

Construction and developme 11¢€ 381 2,53¢

Real estate mortga¢ 6,722 9,674 4,99

Consume 4 29 25
Subtotal 15,00¢ 22,91 13,65¢
Loans with an allowance record

Commercial and industrii 1,56¢ 1,56t 427 3,63¢

Construction and developme 11,92( 13,74¢ 2,30¢ 4,78¢

Real estate mortga( 1,46¢ 1,46¢ 27¢ 6,981

Consume — — — —
Subtotal 14,95( 16,77¢ 3,01¢ 15,40(
Total

Commercial and industrii $ 9,73C $ 14,39: 427 9,73¢

Construction and developme 12,03¢ 14,12¢ 2,30¢ 7,31¢

Real estate mortga¢ 8,18\ 11,13¢ 27¢ 11,97¢

Consume 4 29 — 25
Total $ 29,95¢ $ 39,68¢ 3,01¢ 29,05¢

12
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Unpaid Average

December 31, 201 Recorded principal Related recorded
(in thousands) investment balance allowance investment
Loans with no related allowance recor¢

Commercial and industrii $ 694 $ 92C $ 951

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

Real estate mortga( 6,45 6,45: 6,35

Consume 94 94 83
Subtotal 9,551 9,78: 9,36¢
Loans with an allowance record

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

Construction and developme 10C 10C 1C 20

Real estate mortga( 7,710 11,96: 1,59 7,24¢

Consume — — — 10
Subtotal 12,58: 18,471 2,561 9,72¢
Total

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

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

Real estate mortga¢ 14,17( 18,41t 1,59 13,60:

Consume 94 94 — 93
Total $ 22,13¢ $ 28,26( $ 2,561 $ 19,09:

Differences between the recorded investment amanaghe unpaid principal balance amounts are @partial charge-offs which

have occurred over the life of the loans.

Impaired loans include non-accrual loans and l@aesunted for as troubled debt restructuring (TR®)ich continue to accrue
interest. Non-performing loans include the balapfcinpaired loans plus any loans over 90 days ghastand still accruing interest.

Loans past due more than 90 days or more anastitbiing interest amounted to $1,228,000 at Semef 2012, and $1,160,000 at

December 31, 2011.

The following table presents the recorded investrirenon-accrual loans as of September 30, 201 2Dsugmber 31, 2011.

(in thousands) September 30, 201 December 31, 201

Commercial and industri 2,72( 2,66¢
Construction and developme 12,03¢ 2,41¢
Real estate mortgag 7,68¢ 13,56:
Consume 94
Total 22,44¢ 18,737

13
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On September 30, 2012 and 2011, Bancorp had $Tibmand $3.9 million of loans classified as TDRespectively. The following
table presents the recorded investment in loansfied@nd classified as TDR during the nine morghded September 30, 2012 and

2011.

Pre-modification Pos-modification
September 30, 201, Number of outstanding recorded outstanding recorded
(dollars in thousands) contracts investment investment
Commercial & industria 3 % 575: $ 5,752
Real estate mortgag 2 50¢ 50&
Total 5 $ 6,25_1 $ 6,25_1

Pre-modification Pos-modification
September 30, 201 Number of outstanding recorded outstanding recorded
(dollars in thousands) contracts investment investment
Commercial & industria 3 % 1,58 $ 1,58¢
Real estate mortgag 2 2,09¢ 2,09¢
el 5 $ 368. $ 3,68:

The following table presents the recorded investrirelnans accounted for as TDR that have defawdsedf September 30, 2012.

September 30, 201 Number of

(dollars in thousands) Contracts Recorded investmen
Commercial & industria 1 % 61¢
Real estate mortga( 1 294
Total 2 91¢

The loans in the table above are related to on@er and management estimates minimal loss expdsuhis credit after
consideration of collateral. Prior to 2012, Bagcbad not experienced loans accounted for as TRRstibsequently defaulted. At
September 30, 2012, loans accounted for as TDRded modifications from original terms due to baupicy proceedings and
modifications of amortization periods due to custoriinancial difficulties. Some loans accountedde TDR included temporary
suspension of principal payments, resulting in payynhof interest only. There has been no forgiveméprincipal for loans accounted
for as TDR. Loans accounted for as TDR, which hastedefaulted, are individually evaluated for irimpeent and, at September 30,
2012, had a total allowance allocation of $298,@@@npared to $1,167,000 at December 31, 2011.

14
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The following table presents the aging of the rdedrinvestment in past due loans as of Septemh&03@ and December 31, 2011.

Greater
than
90 days Recorded
past due investment >
September 30, 201 3C-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 industric $ 1,73t $ 60¢€ $ 272($ 506 % 414,50 $ 419,56¢ $ —
Construction and

developmen 41% 86 12,03¢ 12,531 125,62¢ 138,16! —
Real estate mortgag 11,03¢ 3,71( 7,68¢ 22,43( 957,74¢ 980,17¢ 1,22¢
Consume 13 2 1,23 1,24 39,13: 40,37¢ —
Total $ 13,19t $ 4,40¢ $ 23,67¢$ 4127 $ 1,537,010 $ 1,578,291 $ 1,22¢

December 31, 201.

Commercial and industrii  $ 98¢ $ 16z $ 266 $ 3,81¢ $ 389,91: $ 393,72¢ $ —
Construction and

developmen 86 — 2,41¢ 2,50% 145,13 147,63 —
Real estate mortga 8,52( 957 14,72  24,19¢ 942,46 966,66! 1,16(
Consume 33€ — 94 43( 36,38 36,81 —
Total $ 0031$ 111¢$ 1989, $ 30,94. $ 151389 $ 154484 $ 1,16(

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

e Special Mention: Loans classified as special nogntiave a potential weakness that deserves manatjsmiese attention.
These potential weaknesses may result in deteidaraf repayment prospects for the loan or of th@lBs credit position at
some future date.

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

e Substandard non-performing: Loans classified astandard-nomerforming have all the characteristics of substatidban:
and have been placed on non-accrual status ordemreaccounted for as troubled debt restructurings.

* Doubtful: Loans classified as doubtful have a#l theaknesses inherent in those classified as swlasth 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 September 30, 2012 and December 31, 201tiskheategories of loans were as follows:

Credit risk profile by internally assigned grade
(in thousands)

Construction

Commercial and Real estate
and industrial development mortgage Consumer Total
September 30, 2012
Grade
Pass $ 396,68: $ 119,29¢ $ 917,27¢ $ 40,37: $ 1,473,63.
Special mentiol 11,09 6,831 26,77( — 44,69¢
Substandar 3,317 — 26,71 — 30,02¢
Substandard n«-performing 8,47 12,03¢ 9,41¢ 4 29,93
Doubtful — — — — —
Total $ 419,56¢ $ 138,16 $ 980,17¢ $ 40,37¢ $ 1,578,29
December 31, 201.
Grade
Pass $ 356,09( $ 132,84t $ 896,217 $ 36,70¢ $ 1,421,86:
Special mentiol 15,15¢ 6,007 33,81¢ 11 54,99(
Substandar 17,02¢ 6,36¢ 21,30( — 44,69
Substandard n«-performing 5,45¢ 2,41¢ 15,33( 94 23,29¢
Doubtful — — — — —
Total $ 393,72¢ $ 14763 $ 966,66' $ 36,81« $ 1,544,84

4) Federal Home Loan Bank Advances

The Bank had outstanding borrowings of $60.4 millé&d September 30, 2012, via six separate advarkmdive advances totaling
$60.0 million, all of which are non-callable, inést payments are due monthly, with principal dusaturity. For the sixth advance of
$423,000, principal and interest payments are doetily based on a 15 year amortization schedulehd third quarter of 2012,
Bancorp restructured and extended terms on thresnads with FHLB resulting in lower interest cogepthe remaining term of these
advances. Prepayment penalties totaling $872,@96 imcurred. In accordance with US GAAP, prepaytpenalties associated with
the modification of advances are amortized ovelita®f the new advances, and are recorded asesitexpense, resulting in effective
interest rates greater than the contractual ratetpa&HLB.
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The following is a summary of the contractual miies and average effective rates:

September 30, 201 December 31, 201

(in thousands) Advance Rate Advance Rate
2013 $ 10,00( 1.9(%$ 20,00( 1.55%
2014 10,00( 1.11% 20,00( 2.4%
2015 20,00( 3.3%% 20,00( 3.3%
2017 10,00( 1.74% — —
2018 10,00( 2.02% — —
2024 427 2.4(% 431 2.4(%

$ 60,42¢ 2.2{%% 60,43 2.4%%

Advances from the FHLB are collateralized by certammercial and residential real estate mortgaged under a blanket mortgage
collateral agreement and FHLB stock. The Bank vidvwesborrowings as an effective alternative to bigtost time deposits to fund
loan growth. At September 30, 2012, the amouiaivaflable credit from the FHLB totaled $102.9 noitii

(5) Goodwill and Intangible Assets

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

Mortgage servicing rights (MSRs) are amortizedrioportion to and over the period of estimated eetising income, considering
appropriate prepayment assumptions. MSRs are atealguarterly for impairment by comparing the ywag value to the fair value.
The estimated fair values of MSRs at Septembe2@0D2 and December 31, 2011 were $2,611,000 an@&P@0, respectively. The
total outstanding principal balances of loans sedifor others were $343,205,000 and $287,579,08@@tember 30, 2012, and
December 31, 2011 respectively.

Changes in the net carrying amount of MSRs fomihe months ended September 30, 2012 and 201hawasn the following table.

(in thousands) 2012 2011

Balance at beginning of ye $ 1,63C $ 1,78t
Originations 884 337
Amortization (579 (52¢)
Balance at September - $ 1941 § 1,59¢

(6) Defined Benefit Retirement Plan

The Bank sponsors an unfunded, non-qualified, ddfivenefit retirement plan for four key officersdtcurrent, and two retired), and
has no plans to increase the number of participaBemefits vest ratably based on 20 years of servirhe actuarially determined
pension costs are expensed and accrued over theesperiod, and benefits are paid from the Baak'sets. The net periodic benefits
costs, which include

17




Table of Contents

interest cost and amortization of net losses, @dt&36,000 and $31,000, for the three months eBdptember 30, 2012 and 2011,
respectively. For the nine months ended SepteBe2012 and 2011, the net periodic benefit cadtded $106,000 and $93,000,
respectively.

(7 Commitments and Contingent Liabilities

As of September 30, 2012, Bancorp had various coments outstanding that arose in the normal coofrbeisiness, including stand
letters of credit and commitments to extend creditich are properly not reflected in the consokdefinancial statements. In
management’s opinion, commitments to extend c@d04.5 million including standby letters of citeaf $13.6 million represent
normal banking transactions, and no significanééssare anticipated to result from these commitsnenbf September 30, 2012.
Commitments to extend credit were $332.2 milliowc)uding standby letters of credit of $13.3 milli@s of December 31, 2011.
Bancorp’s maximum exposure to credit loss in thenéwf nonperformance by the other party to thesensitments is represented by
the contractual amount of these instruments. Bgneses the same credit and collateral policiesaking commitments and
conditional guarantees as for on-balance sheetiments. Commitments to extend credit are agreesrieriénd to a customer as long
as there is no violation of any condition estatdsim the contract. Commitments generally havedfiegpiration dates or other
termination clauses. Commitments to extend credinaainly made up of commercial lines of credifistouction and home equity
credit lines. Since some of the commitments areebgal to expire without being drawn upon, the totehmitment amounts do not
necessarily represent future cash requirementd@prevaluates each customer’s creditworthiness case by case basis. The amount
of collateral obtained is based on managementtitoegaluation of the customer. Collateral heldiegibut may include accounts
receivable, inventory, equipment, and real estate.

Standby letters of credit and financial guaranteetien are conditional commitments issued by Bapdo guarantee the performance
of a customer to a third party. Those guaranteep@marily issued to support private contractushagements. Standby letters of
credit generally have maturities of one to two gear

To provide service to commercial accounts, Bangemodically provides customers with swap contractg letters of credits with
other financial institutions. Accordingly, Bancdnps entered into agreements to guarantee perfoararseveral customers’ contracts
with other financial institutions. Bancorp will malpayments under these agreements if a custonsultdedn its obligations to the
other financial institutions. The terms of the agnents range from 1 to 10 months. The maximum piatdature payment guaranteed
by Bancorp cannot be readily estimated becaused#pendent upon the fair value of the contradiseatime of default. If an event of
default on all contracts had occurred at Septer@@e2012, Bancorp would have been required to rpakenents of approximately
$2,005,000. No payments have ever been requiradesult of default on these contracts. These aggets are normally collateralized
— generally with real properties, equipment, inegigts and receivables — by the customer, whichtéilBancorp’s credit risk
associated with the agreements.

Also, as of September 30, 2012, there were perdigag actions and proceedings in which claims fimeges are asserted.
Management, after discussion with legal counséiebes the ultimate result of these legal actiam$ proceedings will not have a
material adverse effect on the consolidated firemmsition or results of operations of Bancorp.
(8) Preferred Stock

Bancorp has a class of preferred stock (no pareyal®00,000 shares authorized), the relative sigiteferences and other terms of
which or any series within the class will be detered by the Board of
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Directors prior to any issuance. This preferretistvas established in connection with a sharehgldights plan adopted in 2003 and
would be issued upon the occurrence of certaigerigg events. None of this stock had been istuedte.

9) Stock-Based Compensation

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

Bancorp currently has one stock-based compensalion Initially, in the 2005 Stock Incentive Pldhere were 735,000 shares of
common stock reserved for issuance of stock basadda. In 2010, shareholders approved a proposahend the 2005 Stock
Incentive Plan to reserve an additional 700,000eshaf common stock for issuance under the plamoffSeptember 30, 2012, there
were 576,317 shares available for future awardmcBrp’s 1995 Stock Incentive Plan expired in 20@&yever, options granted under
this plan expire as late as 2015.

Options and stock appreciation rights (SARs) gréuginerally have been subject to a vesting sched@@% per year. Restricted
shares generally vest over three to five year$.aards have been granted at an exercise prica ggthe market value of common
stock at the time of grant; options and SARs exgireyears after the grant date unless forfeitedtdemployment termination.

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

For three months endec For nine months endec
September 30 September 30
2012 2011 2012 2011
Stock-based compensation expense beft
income taxe: $ 378,000 $ 305,000 $ 1,118,000 $ 869,00(
Less: deferred tax bene (132,000 (107,000 (391,000) (304,000
Reduction of net incom $ 246,000 $ 198,00 $ 727,000 $ 565,00(

Bancorp expects to record an additional $390,000axfk-based compensation expense in 2012 foryegrahts outstanding as of
September 30, 2012. As of September 30, 2012, @pr@s $3,526,000 of unrecognized stock-based ensapion expense that will
be recorded as compensation expense over theinextefars as awards vest. Bancorp received ca$b6#,000 and $462,000 from
the exercise of options during the first nine mermh2012 and 2011, respectively.

The fair value of Bancorp’s stock options and SAdQRastimated at the date of grant using the Blaakefs option pricing model, a
leading formula for calculating the value of stagkions and SARs. This model requires the inpiubfjective assumptions, changes
to which can materially affect the fair value estten The fair value of restricted shares is detethby Bancorp’s closing stock price
on the date of grant.
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The following assumptions were used in SAR/optialugtions at the grant date in each year:

2012 2011
Dividend yield 2.52% 2.4&%
Expected volatility 22.0¢ 22.6¢
Risk free interest rai 1.44 2.9C
Forfeitures 4.2C 6.07
Expected life of options and SARs (in yez 7.€ /.2

The expected life of options and SARs is basedotmehexperience of past like-term options. Bapamraluated historical exercise
and postvesting termination behavior when determining tkigeeted life for options granted during 2012 an@i®20The dividend yiel
and expected volatility are based on historicadtimfation corresponding to the expected life of @mmtiand SARs granted. The
expected volatility is the volatility of the undgirig shares for the expected term on a monthlysbaghe risk free interest rate is the
implied yield currently available on U. S. Treasissues with a remaining term equal to the expeldedf the options.

A summary of stock option and SARs activity ancted information for the nine months ended Septerddg2012 follows.

Weighted
Weighted Weighted average
average Aggregate average remaining
Options Exercise price exercise intrinsic fair contractual
(in thousands, except price and year and SARs per share price value (1) value life (years)
At December 31, 201
Vested and exercisak 681 $ 18.6--26.8: $ 22.9¢ % 16C $ 5.1¢ 3.¢
Unvestec 232 21.0:-26.8: 22.8( = 5.22 7.7
Total outstanding 91z 18.62-26.8¢ 22.9( 16C 5.1¢ 4.¢
Grantec 99 22.8€-23.5¢ 22.8i 78 3.9:
Exercisec (45) 18.62-23.3i 18.8- 21€ 3.8¢
Forfeited (11) 20.71-26.8¢ 23.5¢ 6 5.1¢
At September 30, 201
Vested and exercisak 70¢ 18.62-26.8: 23.2¢ 752 5.2¢ 3.7
Unvestec 247 21.0%-26.8: 22.62 264 4.67 8.2
Total outstanding 95¢ 18.6:-26.8¢ 23.0¢ $ 1,01¢ 5.1° 4.8
Vested during yee 8C 21.03-26.8¢ 234t $ 75 5.3¢

(1) Intrinsic value for stock options is definesitae amount by which the current market pricéhefunderlying stock exceeds the
exercise price.
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In 2012, Bancorp granted 98,929 SARs at a weigatedage current market price of $22.87 and a B&alkeles fair value of $3.93. In
2012, Bancorp granted 57,156 shares of restricigthmon stock at a weighted average current markes pf $22.71. In 2012 and
2011, Bancorp awarded performance-based restistoet units (RSUs) with fair values of $20.57 a2d 89, respectively to
executive officers of the Bank, the three-year ganfince period for which began January 1 of the@wear. Bancorp believes the
most likely vesting of all RSUs will be 39,525 sasiof common stock. No stock options have beemtggiasince 2007.

(10) Net Income Per Share

The following table reflects, for the three andeninonths ended September 30, 2012 and 2011, meb@the numerator) and average
shares outstanding (the denominator) for the kagicdiluted net income per share computations:

Three months endec Nine months endec
September 3C September 3C

(In thousands, except per share date 2012 2011 2012 2011
Net income, basic and dilutt $ 6,68 $ 577¢ $ 19,28° $ 17,26
Average shares outstandi 13,88 13,79¢ 13,86° 13,77¢
Effect of dilutive securitie: 83 39 62 66
Average shares outstanding including

dilutive securities 13,96¢ 13,83¢ 13,92¢ 13,84«
Net income per share, ba: $ 0.4¢ $ 04z $ 1.3¢ $ 1.2F
Net income per share, dilut $ 04t $ 04: §$ 1.3t $ 1.2¢

(11) Segments

The Bank’s, and thus Bancorp’s, principal actigtieclude commercial banking and investment managéiand trust. Commercial
banking provides a full range of loan and depasitipcts to individual consumers and businessesnn&rcial banking also includes
the Bank’s mortgage origination and securities brafge activity. Investment management and trustiges wealth management
services including investment management, trustestate administration, and retirement plan sesvice

The financial information for each business segmeihects that which is specifically identifiable allocated based on an internal
allocation method. Income taxes have been allodatélte investment management and trust segmeaet lwasthe marginal tax rate;
reconciling items to the effective tax rate haverballocated to the commercial banking segmentesinis the segment to which the
items pertain. The provision for loan losses hantmlocated to the commercial banking segmene mbasurement of the
performance of the business segments is basedanahagement structure of the Bank and is not sadgscomparable with similar
information for any other financial institution. &linformation presented is also not necessarilicaitve of the segmentsperations if
they were independent entities. Principally, alhe net assets of Bancorp are involved in theroengial banking segment.
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Selected financial information by business segrfarihe three and nine month periods ended Septedth012 and 2011

follows:
Investment
Commercial management

(in thousands) banking and trust Total

Three months ended September 30, 20:
Net interest incom $ 18,75¢ $ 36 $ 18,79t
Provision for loan losse 2,47% — 2,47¢
Investment management and trust serv — 3,51¢ 3,51¢
All other nor-interest incom: 6,264 16 6,28(
Nor-interest expens 14,97: 2,072 17,04¢
Income before income tax 7,57¢ 1,49t 9,07(
Tax expens: 1,86¢ 528 2,38¢
Net income $ 571C $ 97z $ 6,682

Three months ended September 30, 20:
Net interest incom $ 17,75. $ 39 $ 17,79(
Provision for loan losse 4,10C — 4,10(¢
Investment management and trust serv — 3,341 3,341
All other nor-interest incom: 4,507 4 4,511
Non-interest expens 11,34: 1,96( 13,30:
Income before income tax 6,81¢ 1,43( 8,24¢
Tax expens: 1,971 501 2,472
Net income $ 4,84t $ 92¢ $ 5,774

Investment
Commercial management

(in thousands) banking and trust Total

Nine months ended September 30, 2012
Net interest incom $ 55,52¢ $ 11z % 55,64(
Provision for loan losse 9,02t — 9,02t
Investment management and trust serv — 10,67¢ 10,67
All other nor-interest income 17,60 51 17,65¢
Non-interest expens 42,02] 6,26¢ 48,28¢
Income before income tax 22,08¢ 4,57(C 26,65¢
Tax expens: 5,76¢ 1,60( 7,36¢
Net income $ 16,317 $ 297C $ 19,28"

Nine months ended September 30, 20:
Net interest incom $ 52,61¢ $ 10z % 52,71¢
Provision for loan losse 9,50( — 9,50(
Investment management and trust serv — 10,54¢ 10,54
All other nor-interest incomt 13,46¢ 4 13,47(
Non-interest expens 36,95¢ 5,89¢ 42,85¢
Income before income tax 19,62¢ 4,752 24,371
Tax expens: 5,451 1,664 7,11F
Net income $ 14,17: $ 3,08¢ $ 17,26:
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(12) Income Taxes

US GAAP provides guidance on financial statemeobgaition and measurement of tax positions takeexpected to be taken, in tax
returns. As of September 30, 2012 and Decembe2(®lll, the gross amount of unrecognized tax benefis $72,000 and $101,000,
respectively. If recognized, the tax benefits wloidduce tax expense and accordingly, increaseecmine. The amount of
unrecognized tax benefits may increase or deciadbe future for various reasons including addingounts for current tax year
positions, expiration of open income tax returns thustatutes of limitation, changes in managemsgutigment about the level of
uncertainty, status of examination, litigation degislative activity and the addition or eliminatiof uncertain tax positions.

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefitt@ome tax expense. As of September
30, 2012 and December 31, 2011, the amount actougubtential payment of interest and penalties #8800 and $7,000,
respectively.

(13) Fair Value Measurements

Bancorp follows the provisions of the authoritatjngdance for fair value measurements. This guidas definitional and disclosure
oriented and addresses how companies should afpnoegsuring fair value when required by US GAAPe ghidance prescribes
various disclosures about financial statement categ and amounts which are measured at fair villaech disclosures are not
already specified elsewhere in US GAAP.

The authoritative guidance defines fair value asptice that would be received to sell an asspaat to transfer a liability in an
orderly transaction between participants at thesmesment date. The guidance also establishesadfig to group assets and
liabilities carried at fair value in three leveladed upon the markets in which the assets anditiedbirade and the reliability of
assumptions used to determine fair value. Thesddeare:

* Levell Valuation is based upon gdgidces for identical instruments traded in activarkets.

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

» Level3 Valuation is generated frorndalbased techniques that use significant assumptioinshiservable in the mark
These unobservable assumptions would reflect iaterstimates of assumptions that market participaoiuld use in pricing the
asset or liability. Valuation techniques could ird# pricing models, discounted cash flows and athmeilar techniques.

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 madkéd, Bancorp uses its own estimates generallyiagenmsg characteristics of the
asset/liability, the current economic and compegitnvironment and other factors. For this reasgsults cannot be determined with
precision and may not be realized on an actual@almediate settlement of the asset or liability.

Bancorp’s investment securities available for sald interest rate swaps are recorded at fair \@iuerecurring basis. Other accounts
including mortgage loans held for sale, mortgageisiag rights, impaired loans and other real estatned may be recorded at fair
value on a non-recurring basis, generally in thaiegtion of lower of cost or market adjustmentswite-downs of specific assets.
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The portfolio of investment securities available $ale is comprised of U.S. Treasury and otherddx®rnment obligations, debt
securities of U.S. government-sponsored corporsiorortgage-backed securities, obligations of statepolitical subdivisions, and
trust preferred securities of other banks. Truefgsred securities are priced using quoted pra¢édentical securities in an active
market. These measurements are classified as Lemghe hierarchy above. All other securities priced using standard industry
models or matrices with various assumptions suchiedd curves, volatility, prepayment speeds, ditfaaies, time value, credit rating
and market prices for the instruments. These assomspare generally observable in the market ptexcbcan be derived from or
supported by observable data. These measurementtaasified as Level 2 in the hierarchy above.

Interest rate swaps are valued using primarily L2viaputs. Fair value measurements are obtaired &in outside pricing service.
Prices obtained are generally based on dealer gjumtachmark forward yield curves, and other relevhservable market data. For
purposes of potential valuation adjustments tovadisie positions, Bancorp evaluates the credit ofsiks counterparties as well as its
own credit risk. To date, Bancorp has not realaey losses due to a counterparty’s inability tdqren and the change in value of
derivative assets and liabilities attributable tedit risk was not significant during 2012.

Below are the carrying values of assets measuriratalue on a recurring basis.
Fair value at September 30, 201

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

Investment securities available for sals

U.S. Treasury and other U.S. government obligat $ 60,000 $ — 3 60,000 $ —
Government sponsored enterprise obligat 106,67. — 106,67. —
Mortgagebacked securitie 131,55:. — 131,55:. —
Obligations of states and political subdivisic 61,68¢ — 61,68¢ —
Trust preferred securities of financial instituti 1,03¢ 1,03¢ — —
Total investment securities available for sal 360,94¢ 1,03¢ 359,90¢ —
Interest rate swaps 442 - 442 —
Total assets $ 361,38¢ $ 1,03 $ 360,35( $ —
Liabilities

Interest rate swaps $ 44z $ — % 44z $ —
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Fair value at December 31, 201
(in thousands) Total Level 1 Level 2 Level 3

Assets

Investment securities available for sals

U.S. Treasury and other U.S. government obligat $ 115,00 $ — 3 115,00 $ —
Government sponsored enterprise obligat 46,18¢ — 46,18¢ —
Mortgagebacked securitie 120,49! — 120,49! —
Obligations of states and political subdivisic 69,50 — 69,50 —
Trust preferred securities of financial instituti 1,002 1,00z — —
Total investment securities available for sal 352,18! 1,002 351,18: —
Interest rate swaps 442 - 442 —
Total assets $ 352,627 $ 1,00: $ 351,62 $ —
Liabilities

Interest rate swaps $ 44z $ — % 44z $ —

Bancorp did not have any financial instrumentssifaedd within Level 3 of the valuation hierarchy fassets and liabilities measured at
fair value on a recurring basis at September 30220 December 31, 2011.

Mortgage loans held for sale are recorded at tivell@f cost or market value. The portfolio is commed of residential real estate loans
and fair value is based on specific prices of ulyiteg contracts for sales to investors. These messents are classified as Level 2.
Because the fair value of the loans held for sateeded their carrying value, they are not includegither table below for September
30, 2012 or December 31, 2011.

MSRs are recorded at fair value upon capitalizatiwa amortized to correspond with estimated sinyimcome, and are periodically
assessed for impairment based on fair value aegharting date. Fair value is based on a valuatiodel that calculates the present
value of estimated net servicing income. The mou&rporates assumptions that market participaotdavuse in estimating future r
servicing income. These measurements are classifiégvel 3. At September 30, 2012 and Decemhbe2(®ill there was no valuati
allowance for the mortgage servicing rights, asfétirevalue exceeded the cost. Accordingly, theRd%re not included in either table
below for September 30, 2012 or December 31, 2011.
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Other real estate owned, which is carried at theetaf cost or fair value, is periodically asseskdmpairment based on fair value at
the reporting date. Fair value is determined fextternal appraisals using judgments and estimdtesternal professionals. Many of
these inputs are not observable and, accordintghget measurements are classified as Level 3. gie@ber 30, 2012 and December
31, 2011, the carrying value of other real estateenl was $6,939,000 and $7,773,000, respectiv@ther real estate owned is not
included in either table below, as the fair valti¢he properties exceeded their carrying valueept&nber 30, 2012 and December 31,
2011.

For impaired loans in the table below, the fairuesais calculated as the carrying value of only $oaith a specific valuation allowance,
less the specific allowance. As of September 8Q22total impaired loans with a valuation allowaneere $14.9 million, and the
specific allowance totaled $3.0 million, resultinga fair value of $11.9 million, compared to totabaired loans with a valuation
allowance of $12.6 million, and the specific allowa allocation totaling $2.6 million, resultingarfair value of $10.0 million at
December 31, 2011. The losses represent the climtiye specific allowances for the period indickate

Below are the carrying values of assets measurfdratalue on a non-recurring basis.

Losses for 9 montt

Fair value at September 30, 201 period ended
(in thousands) Total Level 1 Level 2 Level 3 September 30, 201
Impaired loan $ 11,93¢ $ — 3 — 3 11,93¢ $ (1,272
Losses for 9 montt
Fair value at December 31, 201 period ended
(in thousands) Total Level 1 Level 2 Level 3 September 30, 201
Impaired loan: $ 10,02: $ — 3 — 3 10,02: $ (3,007)

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 timairing assets and liabilities is such that traissfeand out of any level are
expected to be rare. For the three months ende@i@ber 30, 2012, there were no transfers betweeals 1, 2, or 3.

26




Table of Contents

(14) Fair Value of Financial Instruments

The estimated fair values of financial instrumearts as follows:

Carrying

(in thousands) amount Fair value Level 1 Level 2 Level 3
September 30, 2012
Financial assets
Cash and shc-term investment 52,38 $ 52,38 $ 52,38: $ — $ —
Mortgage loans held for sa 13,417 13,58¢ — 13,58¢ —
Securities 360,94¢ 360,94t 1,03¢ 359,90¢ —
Federal Home Loan Bank stock and other

securities 6,18( 6,18( — 6,18( —
Loans, ne 1,547,04! 1,580,58. — — 1,580,58.
Accrued interest receivab 5,95/ 5,95¢ 5,95/ — —
Interest rate sway 447 447 — 447 —
Financial liabilities
Deposits 1,690,031 $ 169491 $ — $ 169491 $ —
Shor-term borrowings 73,43t 73,43: — 73,43t —
Long-term borrowings 91,32: 88,63( — 88,63( —
Accrued interest payab 20z 20z 20z — —
Interest rate sway 447 447 — 447 —
Off balance sheet financial instruments
Commitments to extend cre« 377,22. % — 3 — $ — 3 —
Standby letters of crec 13,61¢ (209 — — (209
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Carrying

(in thousands) amount Fair value Level 1 Level 2 Level 3
December 31, 2011
Financial assets
Cash and shc-term investment $ 5492( $ 54,92( $ 54,92( $ — 8 —
Mortgage loans held for sa 4,381 4,59¢ 4,592 —
Securities 352,18! 352,18! 1,00z 351,18 —
Federal Home Loan Bank stock and other

securities 5,94¢ 5,94¢ — 5,94¢ —
Loans, ne 1,515,101 1,549,47. — — 1,549,47.
Accrued interest receivab 5,96¢ 5,96¢ 5,96¢ — —
Interest rate sway 447 442 — 447 —
Financial liabilities
Deposits $ 161773 $ 162617 $ — $ 1626171 $ o
Shor-term borrowings 103,29¢ 103,29¢ — 103,29¢ —
Long-term borrowings 101,33: 100,49: — 100,49: —
Accrued interest payab 232 232 232 — —
Interest rate sway 442 442 — 442 —
Off balance sheet financial instruments
Commitments to extend cre« $ 318,900 $ — 3 — 3 — % —
Standby letters of crec 13,28¢ (199 — — (199

Management used the following methods and assungptimestimate the fair value of each class offife 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 neditable, fair value is estimated using
guoted market prices for similar securities or deglotes.

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

The fair value of mortgage loans held for saledgtedmined by market quotes for each loan basedamtype, term, rate, size and the
borrower’s credit score.
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(15)

Loans, net

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

Interest rate swaps

Fair value measurements are obtained from an @upsiding service. Prices obtained are generakgbtan 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 amoaydlge on demand at the
reporting date. The fair value of fixed-rate céctites of deposits is estimated by discountinguhee cash flows using the rates
currently offered for deposits of similar remainimgturities.

Long-term borrowings

The fair value of long-term borrowings is estimabgddiscounting the future cash flows using estésaif 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 creditemtmated using fees currently charged to entersimilar agreements and the
creditworthiness of the customers. The fair valfestandby letters of credit are based on feesatlyr charged for similar agreements
or the estimated cost to terminate them or othenaggtle the obligations with the counterpartiegthatreporting date.

Limitations

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

Regulatory Matters

Bancorp and the Bank are subject to various catplirements prescribed by banking regulationsaaimdinistered by federal banki
agencies. Under these requirements, Bancorp ariBiathie must meet minimum amounts and percentagégenf and total capital, as
defined, to risk weighted assets and Tier | capitalverage assets. Risk weighted assets are dieterivy applying certain risk
weightings prescribed by the regulations to varicategories of assets and off-balance sheet conemisnCapital and risk weighted
assets may be further subject to qualitative judgmby regulators as to components, risk weighdimg other factors. Failure to meet
the capital requirements can result in certain ratorgt,

29




Table of Contents

and possibly discretionary, corrective actions gribed by the regulations or determined to be rssrgshy the regulators, which could
materially affect the consolidated financial stages. Bancorp and the Bank met all capital requérgsito which they were subject as

of September 30, 2012.

The following table sets forth Bancorp’s and thexBa risk based capital amounts and ratios as pfe®eber 30, 2012 and

December 31, 2011.

Minimum for well

September 30, 201 Actual Minimum for adequate capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Total risk-based capital (1
Consolidatec $ 246,03 14.3"% $ 137,16l 8.0(% NA NA
Bank 217,50° 12.7% 136,68 8.0%$ 170,86: 10.0(%
Tier | risk-based capital (1
Consolidatec $ 224,47t 13.0¢% $ 68,59¢ 4.0% NA NA
Bank 196,02: 11.4% 68,36( 4.0(% $ 102,54( 6.0(%
Leverage (2
Consolidatec $  224,47¢ 10.7¢% $ 62,58¢ 3.0(% NA NA
ek 196,02: 9.42% 62,42’ 3.0%$ 104,04 5.00%
Minimum for well
December 31, 201 Actual Minimum for adequate capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Total risk-based capital (1
Consolidatec $ 242,36 146°% % 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% 65,954 4.0(% $ 98,93! 6.0(%
Leverage (2
Consolidatec $ 211,54 10.5% $ 60,26¢ 3.0(% NA NA
ek 179,89 8.9%% 60,03( 3.0%$  100,05( 5.00%

(1) Ratio is computed in relation to risk-watigd assets.
(2) Ratio is computed in relation to averagsess.
NA — Not applicable. Regulatory framework does define well capitalized for holding companies.
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Iltem 2. Managemet# Discussion and Analysis of Financial Conditiod &esults of Operations

This item discusses the results of operations fgr Bancorp, Inc. (“Bancorp” or “Company”), and gabsidiary, Stock Yards Bank & Trust
Company (“Bank”) for the three and nine months en8eptember 30, 2012 and compares these peridashgisame periods of the previous
year. Unless otherwise indicated, all referencehigdiscussion to the Bank include Bancorp. Iditaah, the discussion describes
significant changes in the financial condition @fri®@orp and the Bank that have occurred duringitserfine months of 2012 compared to the
year ended December 31, 2011. This discussion dfieutead in conjunction with the consolidatedricial statements and accompany
notes presented in Part 1, Item 1 of this report.

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

Overview of 2012 through September 30

Bancorp completed the first nine months of 2012wt income of $19.29 million or 12% more thantbeparable period of 2011. The
increase is due to an improvement in net interesime and increasing non-interest income, partadfset by increasing non-interest
expenses. Diluted earnings per share for therfire months of 2012 were $1.38 compared to therfire months of 2011 at $1.25.

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

Net interest income increased $2.9 million, or 6 the first nine months of 2012, compared togame period in 2011. The positive eff

of increased volumes on earning assets offsetdative effect of declining interest rates earneet the past year. Interest expense declined
due to lower funding costs on deposits and borrga/arising from lower interest rates and a moretabie deposit mix. The net interest
margin declined to 3.99% for the first nine mondh{012, compared to 4.02% for the same periodil2Net interest income for the first
three quarters of 2012 included prepayment feedaagenalties totaling approximately $900,00@eisded with a surge in loan refinancing
activity.

Bancorp’s magnitude of investment management arst tevenue distinguishes it from other similaiied community banks, making total
non-interest income a continuing key contributoe#mnings in the first nine months of 2012. Incdrmen investment management and trust
services, which constitutes an average of 40% ofinterest income, was up slightly in the firsteimmonths of 2012 compared to the same
period in 2011. Assets under management rose 82 $illlion at September 30, 2012, compared to $bilfibn at December 31, 2011. Wh
fees are based on market values, because of #iesatian and diversification of asset classes

31




Table of Contents

in customer accounts, they typically do not fluctudirectly with the overall stock market. Accasitypically contain both fixed income and
equity assets, which generally react inverselyaitheother. Nonrecurring fees such as estate,diabplanning, insurance, and some
retirement fees are not affected by fluctuationh@éxmarket. Recurring fees, which generally mgkever 95% of the investment
management and trust revenue, increased 3% fdirshaine months of 2012, compared to the samasg@ean 2011, while non-recurring fees
for the first nine months of 2012 are less thanstmme period in 2011.

The mortgage department reported a 106% increagaims on the sales of mortgage loans for therfiret months of 2012 compared with
same period of 2011.

Bancorp experienced increases in most categoriesrefnterest income over the first nine month@@f2. Non-interest income as a
percentage of total revenues was 33% in the fir@ months of 2012, compared to 31% for the samegef 2011.

Higher non-interest expense in 2012 was reflectadast categories resulting largely from costs afkat expansion and growth in support
functions, including normal salary increases ahéyaer performance-based bonus accrual. Compogrldaeffect of the increase in
personnel costs was the impact of the eliminatioth@ performance-based bonus accrual in the thuatter of 2011, compared with an
increase in the accrual in 2012.

During the third quarter Bancorp took additionahigfe-downs on certain other real estate owned (QR&@rget a shorter timeframe for the
opportunistic disposition of these properties, thelping limit Bancorp’s exposure to market riskiigh may occur if the dispositions occur
over a longer period of time.

Also favorably impacting 2012 results, Bancorp’sypsion for loan losses decreased to $9.0 milliothe first nine months compared to $9.5
million in the same period of 2011, reflecting Bargs ongoing efforts to identify risk in its pootfo. Overall, management believes that the
economy is improving, but problem loan resolutibialienges still lie ahead. The provision for ldasses is calculated after considering
credit quality factors, and ultimately relies onaerall internal analysis of the risk in the Igaortfolio. The provision results from an
allowance methodology driven by risk ratings whieflect the ongoing economic stress on borrowerses2008. Bancorp’s allowance for
loan losses was 1.98% of total loans at Septenthe2®L2, compared with 1.93% of total loans at Dawer 31, 2011, and 1.89% at
September 30, 2011.

For purposes of comparability and to provide addi insight into the strength of Bancorp’s openadi, it should be noted that 2012 earnings
included a first quarter gain on an investment domestic private investment fund, which contrilouég@proximately $0.03 per diluted share
after tax to the Bancorp’s earnings, comparedrtegative impact in the year-earlier period of agprately ($0.03) per diluted share.

Tangible common equity (TCE), a non-GAAP measwg@, ineasure of a company’s capital which is usefelaluating the quality and
adequacy of capital. The ratio of tangible commauity to total tangible assets was 9.55% as of&@epeér 30, 2012, compared to 9.11% at
December 31, 2011. See the Non-GAAP Financial Meassection for details on reconcilement to US GAAeasures.
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The following sections provide more details on satg presented in this overview.
a) Results Of Operations

Net income of $6,682,000 for the three months erglgatember 30, 2012 increased $908,000, or 15r6¥h, $5,774,000 for the
comparable 2011 period. Basic and diluted netmmeper share were both $0.48 for the third quaft@012, compared to $0.42 for
the third quarter of 2011, a 14.3% increase. Afliped return on average assets and annualizechretuaverage stockholders’ equity
were 1.27% and 13.31%, respectively, for the thirdrter of 2012, compared to 1.16% and 12.59%eutiely, for the same period
2011.

Net income of $19,287,000 for the nine months er@igatember 30, 2012 increased $2,025,000, or 1%t@%6,$17,262,000 for the
comparable 2011 period. Basic net income per shase$1.39 for the first nine months of 2012, coragdo $1.25 for the same per
of 2011, an 11.2% increase. Net income per shagedluted basis was $1.38 for the first nine rherdf 2012 compared to $1.25 for
the same period of 2011, a 10.4% increase. Arzedhlieturn on average assets and annualized @iuamerage stockholders’ equity
were 1.26% and 13.20%, respectively, for the filse months of 2011, compared to 1.19% and 13.08%pectively, for the same
period in 2011.

Net Interest Income

The following tables present average balance slieetke three and nine month periods ended SepeBy 2012 and 2011 along
with the related calculations of tax-equivalent inétrest income, net interest margin and net éstespread for the related periods. See
the notes following the tables for further explaowat
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Average Balances and Interest Rates — Taxable Equlent Basis

Three months ended September 3

2012 2011
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets:
Federal funds sol $ 110,260 $ 82 0.3(% $ 98,99¢ $ 72 0.2%
Mortgage loans held for sa 11,77¢ 98 3.31% 4,27¢ 46 4.271%
Securities
Taxable 211,42: 1,321 2.4% 160,51 1,267 3.1%%
Tax-exempt 49,19¢ 371 3.0(% 50,07t 44~ 3.5%%
FHLB stock and other securiti 6,18( 58 3.7%% 5,94¢ 52 3.41%
Loans, net of unearned incor 1,551,42. 20,10° 5.1€% 1,511,44 20,10« 5.2&%
Total earning assets 1,940,26. 22,03: 4.52% 1,831,26: 21,98¢ 4.7¢%
Less allowance for loan loss 32,78t 27,87¢
1,907,47! 1,803,38.
Non-earning asset:
Cash and due from ban 32,27¢ 26,33¢
Premises and equipme 37,76( 34,87
Accrued interest receivable a
other asset 115,99¢ 113,81!
Total assets $ 2,093,51. $ 1,978,40
Interest bearing liabilities:
Deposits:
Interest bearing demand depo! $ 31856¢ $ 123 0.15%% $ 277,46. $ 14¢ 0.21%
Savings deposil 80,63: 16 0.0&% 70,72¢ 25 0.14%
Money market deposi 555,45( 47¢ 0.34% 515,50¢ 654 0.5(%
Time deposit: 376,22¢ 1,10¢ 1.17% 422,08( 1,692 1.5%%
Securities sold under agreements to
repurchasi 57,87¢ 46 0.32% 67,07¢ 68 0.4(%
Fed funds purchased and other short term
borrowings 19,36¢ 8 0.1€% 19,14¢ 8 0.17%
FHLB advance! 60,42¢ 34E 2.27% 60,43 36¢ 2.42%
Long-term debr 30,90( 775 9.95% 40,90( 862 8.3%
Total interest bearing liabilities 1,499,44! 2,897 0.77% 1,473,341 3,82¢ 1.0%%
Non-interest bearing liabilities:
Nor-interest bearing demand depo: 346,94. 277,80:
Accrued interest payable and other
liabilities 47,35¢ 45,33:
Total liabilities 1,893,741 1,796,47!
Stockholders' equity 199, 76t 181,93:
Total liabilities and
stockholders’ equity $ 2,093,51. $ 1,978,40:
Net interest income $ 19,14 $ 18,16(
Net interest spread 3.75% 3.7%%
3.92% 3.9%%

Net interest margin
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Nine months ended September 3

2012 2011
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets:
Federal funds sol $ 96,36¢ $ 21€ 0.3(% $ 76,73t $ 167 0.29%
Mortgage loans held for sa 7,771 217 3.7%% 4,081 142 4.6&%
Securities
Taxable 208,06t 4,13¢ 2.6€% 159,55( 3,64t 3.05%
Tax-exempt 51,18: 1,28¢ 3.35% 50,69: 1,43¢ 3.8(%
FHLB stock and other securiti 6,09¢ 178 3.7% 5,88: 16€ 3.71%
Loans, net of unearned incor 1,529,441 59,92¢ 5.25% 1,493,37. 60,06¢ 5.3&%
Total earning assets 1,898,92 65,95¢ 4.64% 1,790,31! 65,62¢ 4.9(%
Less allowance for loan loss 31,85¢ 27,301
1,867,06. 1,763,00:i
Non-earning asset:
Cash and due from ban 31,137 26,00¢
Premises and equipme 37,79 34,04¢
Accrued interest receivable and othe
assets 115,32( 117,71
Total assets $ 2,051,31L $ 1,940,77'
Interest bearing liabilities:
Deposits:
Interest bearing demand depo: $ 312,88 $ 40z 0.1%$  280,00. $ 457 0.22%
Savings deposit 77,307 48 0.0&% 70,11° 89 0.17%
Money market deposi 531,52 1,407 0.35% 492,64! 2,06¢ 0.56%
Time deposit: 386,65! 3,79¢ 1.31% 421,28 5,231 1.6€%
Securities sold under agreements to
repurchasi 59,507 13¢€ 0.31% 59,67¢ 19¢ 0.45%
Fed funds purchased and other shor
term borrowings 20,08¢ 24 0.1€% 22,80« 31 0.1&%
FHLB advance: 60,42¢ 1,072 2.31% 60,43¢ 1,09: 2.42%
Long-term deb 31,66¢ 2,341 9.8¢% 40,90( 2,58¢ 8.45%
Total interest bearing liabilities 1,480,05! 9,227 0.8%% 1,447,86: 11,754 1.09%
Non-interest bearing liabilities:
Nor-interest bearing demand depo: 329,65¢ 269,56¢
Accrued interest payable and other
liabilities 46,38: 46,16¢
Total liabilities 1,856,09! 1,763,60!
Stockholders equity 195,21° 177,17¢
Total liabilities and
stockholders’ equity $ 2,051,31L $ 1,940,77
Net interest income $ 56,72¢ $ 53,87:
Net interest spread 3.81% 3.81%
Net interest margin — 3.9% _ 40%
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Notes to the average balance and interest ratestabl

« Netinterest income, the most significant comporéithe Bank’s earnings is total interest inconss leotal interest expense.
The level of net interest income is determinedh®y/rmix and volume of interest earning assets, éstdyearing deposits and
borrowed funds, and changes in interest rates.

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

* Netinterest margin represents net interest incoma taxable equivalent basis as a percentageeoh@® interest earning
assets. Net interest margin is affected by baghnterest rate spread and the level of non-intéresring sources of funds,
primarily consisting of demand deposits and stottkrs’ equity.

< Interest income on a fully tax equivalent basidudes the additional amount of interest income watld have been earnes
investments in certain tax-exempt interest earasgets had been made in assets subject to feabezaltielding the same
aftertax income. Interest income on municipal secuwgitiad loans have been calculated on a fully takvabpnt basis using
federal income tax rate of 35%. The approximatestguivalent adjustments to interest income werelEBO0 and $370,000,
respectively, for the three month periods endede®elper 30, 2012 and 2011 and $1,088,000 and $D0G8:espectively, for
the nine month periods ended September 30, 2012@H

Fully taxable equivalent net interest income of .$1illion for the three months ended Septembe28Q2 increased $980,000, or
5.4%, from $18.2 million when compared to the sameod last year. Net interest spread and netéstenargin were 3.75% and
3.92%, respectively, for the third quarter of 2@kl 3.73% and 3.93%, respectively, for the thirdrtgr of 2011. Net interest income
for the third quarter of 2012 included prepaymessfand late penalties totaling $339,000 assocthdh surge in loan refinancing
activity.

Fully taxable equivalent net interest income of $58illion for the nine months ended September2Ba2 increased $2.8 million, or
5.3%, from $53.9 million when compared to the sameod last year. Net interest spread and netéatenargin were 3.81% and
3.99%, respectively, for the first nine months 612 and 3.81% and 4.02%, respectively, for thé firse months of 2011. Net inter:
income for the first three quarters of 2012 inclligeepayment fees and late penalties totaling $8®7associated with a surge in loan
refinancing activity.

In October 2012, Bancorp received early payofftagfiree loans totaling $14.9 million. These payofifi vesult in an annual decree
of net interest margin of approximately 0.07%.

Approximately $580 million, or 37%, of the Banktsans are variable rate; most of these loans aex@utto the prime rate and may
reprice as that rate changes. However, approxim@B882 million, or 66% of variable rate loans, baeached their contractual flool
4% or higher. Approximately $77 million or 13%\adriable rate loans have contractual floors beléw 4rhe remaining $121 million
or 21% of variable rate loans have no contractoalf The Bank intends to establish floors whengssible upon renewal of the
loans. The Bank’s variable rate loans are primaxdimprised of commercial lines of credit and esthte loans. At inception, most of
the Bank'’s fixed rate loans are priced in relatomhe five year Treasury bond.

Average earning assets increased $108.6 millidhId, to $1.90 billion for the first nine months2§12 compared to 2011, reflecting
growth in the loan portfolio, investment securitaa®l federal funds sold.
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Average interest bearing liabilities increased 334illion, or 2.2%, to $1.48 billion for the firsine months of 2012 compared to 2011
primarily due to increases in interest bearing desfrend money market deposits, partially offset bgrdases in certificates of deposits
and long term debt.

Asset/Liability Management and Interest Rate Risk

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

Interest Rate Simulation Sensitivity Analysis

Bancorp uses an earnings simulation model to ettiarad evaluate the impact of an immediate chamgeerest rates on earnings in a
one year forecast. The simulation model is desigoedflect the dynamics of interest earning assetsrest bearing liabilities and off-
balance sheet financial instruments. By estimatiegeffects of interest rate increases and desetimemodel can reveal approximate
interest rate risk exposure. The simulation moslelsed by management to gauge approximate resudts g specific change in inter
rates at a given point in time. The model is tfareea tool to indicate earnings trends in giveeriest rate scenarios and does not
indicate actual expected results. The SeptemhE2 &bnulation analysis, which shows very littlegirgst rate sensitivity, indicates that
an increase in interest rates of 100 to 200 basggpwould have a negative effect on net interesime, and a decrease of 100 basis
points in interest rates would also have a negéatiygact. These estimates are summarized below.

Net interest
income change

Increase 200b (0.08%
Increase 100b (1.29
Decrease 100k (0.8%)
Decrease 200k N/A

Loans indexed to the prime rate, with floors of déhigher, comprise approximately 24% of total lmasince the prime rate is
currently 3.25%, rates would have to increase rtfrae 75 bp before the rates on such loans will ridgis effect, captured in the
simulation analysis above, negatively impacts ffeceof rising rates. Analysis indicates ratesstrincrease more than 200 bp to re
in a positive effect on net interest income.

The scenario of rates decreasing 200 bp is nobnediy possible given current low rates for shertrt instruments and most deposits.
Undesignated derivative instruments described iteN8 are recognized on the consolidated balareet st fair value, with changes
fair value, due to changes in prevailing interasts, recorded in other noninterest income. Becafusgtching terms of offsetting
contracts, in addition to collateral provisions alhimitigate the impact of non-performance risk,ndes in fair value subsequent to
initial recognition have a minimal effect on eaggnand are therefore not included in the simulatioalysis results above.

Provision for Loan Losses

The provision for loan losses was $2.5 million &4dl million for the third quarter of 2012 and 201dspectively, and $9.0 million a
$9.5 million for the first nine months of 2012 a2@il1, respectively.
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The higher provision in earlier periods reflects\Barp’s ongoing efforts to identify risk in its pfmlio early. Overall, management
believes the economy is improving, but problem logsolution challenges still lie ahead. The pravigor loan losses is calculated
after considering credit quality factors, and ulibely relies on an overall internal analysis offtisk in the loan portfolio. The provisit
reflects an allowance methodology that is drivemribly ratings. Bancorp continues to remain cawimuassessing the potential risk in
the loan portfolio. Accordingly, Bancorp expects @ilowance for loan losses to remain at a higblleempared with historic amounts
until there are clearer signs of a sustained ecanmnovery, improvement in our customers’ finahcianditions, resolution of certain
problem credits, and, thus, a reduction in ovenatit risk in the portfolio. Management utilizean grading procedures which result
in specific allowance allocations for the estimatdterent risk of loss. For all loans graded, kattindividually reviewed, a general
allowance allocation is computed using factorsdg{ty developed over time based on actual lossrépee. The specific and general
allocations plus consideration of qualitative fasteepresent management’s best estimate of prolmses contained in the loan
portfolio at the evaluation date. Although the admce for loan losses is comprised of specific gertkral allocations the entire
allowance is available to absorb any credit los&essed on this detailed analysis of credit risknagement considers the allowance
loan losses adequate to cover probable losse<imhierthe loan portfolio at September 30, 2012.

An analysis of the changes in the allowance fon loases and selected ratios for the three andmargh periods ended September 30,
2012 and 2011 follows:

Three months ended September 3 Nine months ended September 3

(Dollars in thousands) 2012 2011 2012 2011
Balance at the beginning of the per $ 31,77 $ 27,56¢ $ 29,74F $ 25,54
Provision for loan losse 2,47¢ 4,10( 9,02t 9,50(
Loan charg-offs, net of recoverie (3,009 (2,59%) (7,525 (5,977
Balance at the end of the peri $ 31,24 % 29,06¢ $ 31,248 $ 29,06¢
Average loans, net of unearned incc $ 1,583,260 $ 1,541,89° $ 1,560,71; $ 1,526,92
Provision for loan losses to average loans 0.1€% 0.21% 0.58% 0.62%
Net loan charg-offs to average loans ( 0.19% 0.17% 0.48% 0.3%%
Allowance for loan losses to average lo 1.9%% 1.8% 2.00% 1.90%
Allowance for loan losses to per-end loans 1.98% 1.8% 1.98% 1.8%

(1) Amounts not annualized

Loans are charged off when deemed uncollectibleadnds is identified or after underlying collatdras been liquidated; however,
collection efforts may continue and future recoeeninay occur. Periodically, loans are partiallyrged off to the net realizable value
based upon firm collateral analysis.
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An analysis of net charge-offs by loan categorytiierthree and nine month periods ended Septenth@032 and 2011 follows:

Three months Nine months

(in thousands) ended September 3l ended September 3

Net loan chargeoffs (recoveries) 2012 2011 2012 2011
Commercial and industrii $ 951 $ 154 % 4,44t $ 95C
Construction and developme 1,211 2 1,33¢ 1,22t
Real estate mortga¢- commercial investmet 45C 13¢ 86¢ 753
Real estate mortga¢- owner occupied commerci 107 2,011 86 2,13¢
Real estate mortga¢ 1-4 family residentia 164 1€ 29t 32z
Home equity 57 204 51t 402
Consume 63 82 (19 18¢
Total net loan charge-offs $ 3,00: $ 2,59t § 7,528 § 5,971

The increase in net chargéfs in the commercial and industrial categorytfee nine months ended September 30, 2012 wasYailge
to one commercial borrower. The increase in netgdtaffs in the construction and development catefmr the third quarter of 2012
was largely due to one single family real estateettgpment. The amounts charged off for these bars in 2012 were previously
recorded as specific allocations in the allowarmeddan losses.

Non-interest Income and Expenses

The following table sets forth the major componefiteon-interest income and expenses for the thnglenine month periods ended
September 30, 2012 and 2011.

Three months Nine months
ended September 3 ended September 3
(In thousands) 2012 2011 2012 2011
Non-interest income
Investment management and trust serv $ 3,51t $ 3,347 $ 10,67F $ 10,54¢
Service charges on deposit accol 2,161 2,16 6,341 6,12¢
Bankcard transaction reven 98t 94t 2,961 2,78
Gains on sales of mortgage loans held for 1,27 574 2,88 1,39
Brokerage commissions and fe 651 57C 1,84¢ 1,61
Bank owned life insurance incor 22¢ 257 TAZ 761
Other norinterest incom 98( (2) 2,87¢ 792
Total nor-interest incom $ 9,79t $ 7,85¢ $ 28,33 $ 24,01t
Nor-interest expense
Salaries and employee bene $ 9,711 $ 7,52¢ $ 28,18¢ $ 24,57¢
Net occupancy expen: 1,36¢ 1,31« 4,19¢ 3,901
Data processing expen 1,29¢ 1,28: 4,131 3,76¢
Furniture and equipment exper 347 30€ 96¢ 99¢
FDIC insurance expen: 39¢ 33¢ 1,09t 1,29¢
Other norinterest expens 3,92¢ 2,53 9,711 8,31
Total nor-interest expense $ 17,04 $ 13,30: $ 48,28¢ $ 42,85¢
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Total non-interest income increased $1,937,00Q40r%, for the third quarter of 2012 and increa®¢®315,000, or 18.0% for the first
nine months of 2012, compared to the same perogd11.

Investment management and trust services revecuesaised $168,000, or 5.0% in the third quarteil0d22and $130,000, or 1.2% for
the first nine months of 2012, as compared to #mesperiods in 2011. Recurring fees earned foragxsh accounts, which are based
on a percentage of market value, increased 6%héothiird quarter, and 3% for the first nine morah2012, compared to the same
periods in 2011. Non-recurring fees, notably exercfees, are behind the same periods in 2011 ng\eith the effects of improving
broader investment market conditions, this areh®Bank continued to grow through attraction ofieisiness and retention of
existing business. Assets under management atrSeete30, 2012 were $1.92 billion, compared to $bifibn at September 30,
2011.

Service charges on deposit accounts were virtuabhanged in the third quarter of 2012, and in@@#&216,000, or 3.5%, for the first
nine months of 2012, as compared to the same einc2011. Service charge income is driven bydaation volume in deposit
accounts, most notably overdraft fees, which cacttdiate throughout the year.

Bankcard transaction revenue increased $40,000266, in the third quarter of 2012, and increasB85$000, or 6.6%, for the first
nine months of 2012, as compared to the same Eeinc2011 and primarily represents income the Bierkves from customersise of
debit cards. Results in the first nine months@f2compared favorably to the same period in 2@14aakcard transaction volume
continues to increase. Most of this revenue irafitange income based on rates set by servicedgrsvin a competitive market.
Beginning in October 2011, this rate was set byRbderal Reserve Board for banks with over $1@ohilin assets. While this
threshold indicates Bancorp will not be directlfeated, it appears this change will affect Banaswendors continue to push for lo
fees to be paid to all banks. While there are margertainties about its effect or ultimately whbeage changes may take place, the
Dodd-Frank legislation will negatively affect trisurce of income.

The Bank’s mortgage banking department originage&lential mortgage loans to be sold in the seagndarket. Interest rates on the
loans sold are locked with the borrower and invegtmr to closing the loans, thus Bancorp beargterest rate risk related to these
loans. The department offers conventional, VA BRd\ financing, for purchases and refinances, a$ ageprograms for low-income
and first time home buyers. Gains on sales of gage loans increased $703,000, or 122.5%, in theedbarter of 2012, and increas
$1,485,000, or 106.3%, for the first nine month2@f2, as compared to the same periods in 20%&rebt rates on mortgage loans
directly impact the volume of business transactethis department. Prevailing mortgage interegsakecreased during late 2011 and
continued to drop into 2012, and as a result, agite volume increased from 2011 to 2012.

Brokerage commissions and fees earned consist piyroéstock, bond and mutual fund sales as welaap fees on accounts. Wrap
fees are charges for investment programs that bundether a suite of services, such as brokeeatyésory, research, and
management, and based on a percentage of asseter&je commissions and fees increased $81,004,. 2%, in the third quarter of
2012, and increased $231,000 or 14.3% for therfiret months of 2012, as compared to the samedpirip011, corresponding to
higher overall brokerage volume. Bancorp deplty$®iokers primarily through its branch network jl@targer managed accounts are
serviced in the investment management and trustrttepnt.

Bank Owned Life Insurance (BOLI) income totaled §2®0 and $257,000 for the third quarter of 2012 20111, respectively, and
totaled $743,000 and $761,000 for the first ninenthe of 2012 and 2011, respectively. BOLI représére cash surrender value for
life insurance policies on certain key current
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and former employees who have provided consenthfoBank to be the beneficiary of a portion of spolicies. The related changes
in cash surrender value and proceeds received tinel@olicies, none of which have occurred to date recorded as non-interest
income. This income helps offset the cost of elygdobenefits. The decline in 2012 relates primaoilfees for exchange of certain
policies from general to specific assets.

Other non-interest income increased $982,000 irtting quarter of 2012 as compared to the samegéni2011. The third quarter of
2011 included a $601,000 non-recurring loss fronmaastment in a domestic private investment furfte third quarter of 2012
included an increase of $157,000 in fees relatedddgage banking and a variety of other factoosienof which are individually
significant. Other non-interest income increas2®86,000 in the first nine months of 2012 as camxbéo the same period in 2011,
primarily due to a relative increase of $1,340,00thcome from the domestic private investment fuardincrease of $388,000 in fees
related to mortgage lending, and a variety of ofhetors, none of which were individually signifita The value of Bancorp’s
investment in the domestic private investment funcdeased by $637,000 in the first nine months0if2 compared to a decrease of
$703,000 for the same period in 2011. Managemeuidated its investment in this fund effective MaR1, 2012.

Total non-interest expenses increased $3,743,08.4%, for the third quarter of 2012 as compaeetthe same period in 2011 and
$5,435,000, or 12.7%, for the first nine month2@12 as compared to the same period in 2011. Bgpiscihird quarter efficiency rat
was 58.91% compared with 59.05% in the second guaft2012 and 51.13% in the third quarter lastyea

Salaries and employee benefits increased $2,18300&9.0%, for the third quarter of 2012, and $3,600, or 14.7% for the first nine
months of 2012, as compared to the same period8Xdf, largely due to increased staffing levelsudiig senior staff with higher per
capita salaries in wealth management, lending a@aid &dministration functions. These additions supgrowth in all market areas.
Also, normal increases in salaries, pension, shaded compensation expense and a higher perforrbassee bonus accrual
contributed to the increase. Exacerbating thetquaverguarter increase in personnel costs was the inmipalee third quarter of 201
elimination of the performance-based bonus acdarghat year. In the third quarter of 2012, Bamcerpensed $940,000 for
performance-based bonuses, compared to a negapease of $400,000 in the third quarter of 2014ulténg in a difference of
$1,340,000. At September 30, 2012, the Bank haddlBtime equivalent employees compared to 468egitember 30, 2011.

Net occupancy expense increased $51,000, or 3rdgteithird quarter of 2012, and $297,000, or 7i6%e first nine months of 201
as compared to the same periods of 2011, largedyt@increases in property taxes and depreciatiparese attributable to market
expansion and support operations.

Data processing expense increased $13,000, orifh.68 third quarter of 2012, and $365,000, or 9f@¥ihe first nine months of
2012, compared to the same periods of 2011. Thetgedate increase was largely due to increasegbater equipment depreciation
and maintenance costs related to investments in@emwology needed to improve the pace of deliebgnnels and internal resources.

Furniture and equipment expense increased $41,008.4% for the third quarter of 2012, and decrd&28,000, or 3.3% for the first
nine months of 2012, as compared to the same eina2011. These fluctuations relate to a varidtiactors, none of which were
individually significant.

FDIC insurance expense increased $59,000, or 17atdhe third quarter of 2012, and decreased $®or 15.7% for the first nine
months of 2012, as compared to the same perio28lih. The year to
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date decrease was due to a change in the baseicintivb assessment is calculated and lower assessates adopted by the FDIC in
the second quarter of 2011. The assessment isl@i@d and adjusted quarterly by the FDIC. Theease in the third quarter of 2012
was due to changes in regulatory metrics usedrgpate the assessment.

Other noninterest expenses increased $1,396,000 or 55.1Re ithird quarter of 2012, $1,397,000 or 16.8%ilMerfirst nine months «
2012, as compared to the same periods in 2011.inEhease for the third quarter was due largel$%69,000 write-downs on
previously foreclosed properties. In many casesyéisulting carrying value is below current apmdigalues, to position Bancorp to
able to dispose of properties opportunisticallyravehorter timeframe, thus helping limit futurgoerses and Bancorp’s exposure to
market risk, which may occur if the dispositiongwcover a longer period of time. In addition Banexperienced higher legal and
professional fees and mailing costs. The yeaate thcrease was largely due to increased writendaw foreclosed properties, along
with increased OREO maintenance costs, higher gsafeal fees and delivery and communication expensais category also
includes MSR amortization, printing and telecomngations, none of which had variances which weréviddally significant.

Income Taxes

In the third quarter of 2012, Bancorp recorded medax expense of $2,388,000, compared to $2,402¢¥Qhe same period in 2011.
The effective rate for the three month period wa8% in 2012 and 30.0% in 2011. This reductioteceéd primarily the recognition
of certain federal historic rehabilitation tax citedelated to an investment in redevelopmentlobaisville landmark. Bancorp
recorded income tax expense of $7,369,000 foritherfine months of 2012, compared to $7,115,00@He same period in 2011. The
effective rate for the nine month period was 27i6%012 and 29.2% in 2011.

Commitments

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

Other commitments discussed in Bancorp’s AnnualoRegn Form 10-K for the year ended December 31128ave not materially
changed since that report was filed, relative talitative and quantitative disclosures of fixed aederminable contractual obligations.

b) Financial Condition
Balance Sheet

Total assets increased $49.5 million, or 2.4%, f&&1053 billion on December 31, 2011 to $2.103dillon September 30, 2012. The
most significant contributor of the increase inadssvas loans, which increased $33.4 million infifs¢ nine months. Mortgage loans

held for sale increased $9.0 million as a resuihofeased volume. Investment securities incre&8e®imillion in the first nine months
of 2012 as a result of additional purchases, whilkeral funds sold decreased $4.7 million.

Total liabilities increased $35.8 million, or 1.9%9m December 31, 2011 to $1.901 billion on Seften80, 2012. The most
significant component of the increase was depositg;h increased $72.3 million or 4.5%. Federalds purchased decreased 18.0
million, or 48.2%, and securities sold under agreeinto repurchase decreased $11.9 million, or 18.8%bordinated debentures
decreased $10.0 million to $30.9 million as Banamxprcised its call option and prepaid the subateith debentures without penalty in
the first quarter of 2012.
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Elements of Loan Portfolio

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

(in thousands)

Loans by type September 30, 201, December 31, 201
Commercial and industrii $ 419,56¢ $ 393,72¢
Construction and developme 138,16! 147,63
Real estate mortgag
Commercial investmet 417,35 399,65!
Owner occupied commerci 301,01 297,12:
1-4 family residentia 158,01: 154,56!
Home equity- first lien 36,48( 38,63
Home equity- junior lien 67,31: 76,68
Subtotal: Real estate mortge 980,17¢ 966,66
Consume 40,37¢ 36,81«
Total loans $ 1,578,291 $ 1,544,84!

Bancorp enters into loan participation agreemeiitts @orrespondent banks in the ordinary courseusfriess to diversify credit risk.
For certain participation loans, Bancorp has rethieffective control of the loans, typically bytreging the participating institutions
from pledging or selling their share of the loatheut permission from Bancorp. US GAAP requiressthloans to be recorded as
secured borrowings. These sold loans are includdte commercial and industrial and real estatetgage loan totals above, and a
corresponding liability is recorded in other lidtidls. At September 30, 2012 and December 31, 20&ltotal loans of this nature we
$32.0 million and $30.3 million respectively.

Non-performing Loans and Assets

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

(Dollars in thousands) September 30, 201 December 31, 201
Non-accrual loan: $ 22,448 $ 18,73}
Troubled debt restructurir 7,511 3,40z
Loans past due 90 days or more and still accruing 1,22¢ 1,16(
Non-performing loan: 31,18% 23,29¢
Foreclosed real estate 6,93¢ 7,77
Non-performing assets $ 38,12¢ $ 31,07:
Non-performing loans as a percentage of total Ic 1.9¢% 1.51%
Non-performing assets as a percentage of total a 1.81% 1.51%
Allowance for loan losses as a percentage of nofoqeing loans 100.2% 127. %
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The increase in non-accrual loans reflects therskqgoarter migration to non-accrual status of glsidevelopment loan totaling $9.2
million, which has been classified for some time,aaccordingly, already had an allocation estabtishased on Bancorp’s allowance
methodology that approximated the specific alloveaaltocation. The increase in TDRs reflect a @rggimmercial credit that was
restructured in bankruptcy during the first quagEB2012 and, in accordance with US GAAP, is nowoatited for as a troubled debt
restructuring (TDR).

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

(in thousands)

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

Commercial and industrii $ 2,72 % 2,66t
Construction and developme 12,03¢ 2,41¢
Real estate mortga¢- commercial investmet 3,84¢ 5,39z
Real estate mortga¢ owner occupied commerci 2,471 4,681
Real estate mortga¢ 1-4 family residentia 1,33 3,34z
Home equity 35 14€
Consume 4 94
Total loans $ 22,44t % 18,73:

Bancorp has six borrowers, all in our primary mérigho account for $16.8 million or 75% of totalmaccrual loans. Each of these
loans is secured predominantly by commercial ddeggial real estate, and at September 30, 2012 thas a total specific allocation
in the allowance for loan losses totaling $2.2 o] representing management'’s estimate of cres# &xposure after consideration of
collateral.

Effects of Declines in Real Estate Collateral Value

Bancorp’s principal market, Louisville, has had lowalues decline less than most markets nationadderding to the Federal
Housing Finance Agency. However, possible contindeecline in collateral values, including commerpiamperties, impacts

Bancorp’s ability to collect on certain real estia@ns when borrowers are dependent on the vafubs oeal estate as a source of cash
flow. As borrowers experience difficulty, Bancapaluates their cash flow as well as the collateshle to determine prospects for
collection. Home equity loans are typically undetten with consideration of the borrower’s oveffallancial strength as a primary
payment source, with some reliance on the valubetollateral. Bancorp typically requires appakon real estate at application and
evaluates the transaction upon renewal to deterihimarket conditions and other factors such a$ éasv warrant an updated
valuation. Additionally, Bancorp evaluates thelai@ral condition and value upon classificatiormasmpaired loan and upon
foreclosure. Due to the above factors, the effettieclines in real estate collateral value hasenconsidered in the allowance for
loan losses. Additionally, Bancorp evaluates thigateral condition and value upon classificatisraa impaired loan and upon
foreclosure. Due to the above factors, the effettieclines in real estate collateral value hasenconsidered in the allowance for
loan losses.

c) Liquidity

The role of liquidity management is to ensure fuadsavailable to meet depositors’ withdrawal aoddwers’credit demands while
the same time maximizing profitability. This is acgplished by
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balancing changes in demand for funds with chaimgtse supply of those funds. Liquidity is providied short-term liquid assets that
can be converted to cash, investment securitiegtabl@for sale, various lines of credit availatdeBancorp, and the ability to attract
funds from external sources, principally depositanagement believes it has the ability to incredeggosits at any time by offering
rates slightly higher than the market rate.

Bancorp’s most liquid assets are comprised of eashdue from banks, available for sale marketaiestment securities and federal
funds sold. Federal funds sold totaled $17.4 amlkt September 30, 2012. These investments ngrimalie overnight maturities and
are used for general daily liquidity purposes. Tdievalue of the available for sale investmenttfwdio was $360.9 million at
September 30, 2012, and included an unrealizedaiptof $10.4 million. The portfolio includes matigs of approximately $127.6
million over the next twelve months, which, comhineith federal funds sold, offer substantial resesrto meet either new loan
demand or reductions in Bancorp’s deposit fundiageb Bancorp pledges portions of its investmentrgéxs portfolio to secure public
fund deposits, cash balances of certain investmantagement and trust accounts, and securitiesiadiel agreements to repurchase.
At September 30, 2012, total investment securjiledged for these purposes comprised 33% of thiéablafor sale investment
portfolio, leaving $241.4 million of unpledged setes.

Bancorp has a large base of core customer depdsfteed as demand, savings, and money market degoesunts. At September 30,
2012, such deposits totaled $1.314 billion andesgnted 78% of Bancorp’s total deposits. Becawesethore deposits are less volatile
and are often tied to other products of Bancorpugh long lasting relationships they do not putygaressure on liquidity. However,
many of Bancors overall deposit balances are historically hig¥hen overall confidence in market conditions im@®vmanageme
believes corporate customers will deploy cash @irthusinesses, causing these balances to decpedisieg some strain on Bancorp’s
liquidity position. As of September 30, 2012, Barrchad only $8.3 million or 0.5% of total depositsbrokered deposits, which are
mainly comprised of Certificate of Deposit Accolregistry Service (CDARS) deposits, a program wihibiws Bancorp to offer FDI
insurance up to $50 million in deposits per custotheough reciprocal agreements with other netwsaiticipating banks.

With regard to credit available to Bancorp, the Bana member of the Federal Home Loan Bank of @mati (“FHLB”). As a
member, the Bank has access to credit productsedfitiLB. As of September 30, 2012, the Bank’s tamttil borrowing capacity with
the FHLB was approximately $102.9 million. Additally, the Bank had available federal funds pureddmes with correspondent
banks totaling $83.7 million.

Bancorp’s principal source of cash revenues igdéivils paid to it as the sole shareholder of th&kBawn September 30, 2012, the
Bank may pay up to $67.8 million in dividends tonBarp without regulatory approval subject to thgaing capital requirements of
the Bank.

d) Capital Resources

At September 30, 2012, stockholders’ equity tot&i2d1.4 million, an increase of $13.7 million sin2ecember 31, 2011. See the
Consolidated Statement of Changes in Stockholdgyaity for further detail of the changes in equiyce the end of 2011.
Accumulated other comprehensive income which, fandrp, consists of net unrealized gains and lazsagcurities available for s
and a minimum pension liability adjustment, netafes, totaled $6.3 million at September 30, 20442 %6.5 million at December 31,
2011. The change since year end is a reflectionatfirities within the investment portfolio and #féect of change in interest rates on
the valuation of the Bank’portfolio of securities available for sale. Tureealized pension liability is adjusted annualyréference ti
updated actuarial data.
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Bank holding companies and their subsidiary bam&sequired by regulators to meet risk based dagtiimdards. These standards, or
ratios, measure the relationship of capital toralmioation of balance sheet and off-balance shsks$.riThe values of both balance
sheet and ofbalance sheet items are adjusted to reflect criclt. To be categorized as well capitalized, thalBmust maintain a to
risk-based capital ratio of at least 10%; a Tieatio of at least 6%; and a leverage ratio of asi&%.

The following table sets forth Bancorp’s and theBa risk based capital ratios as of SeptembefB8@2 and December 31, 2011.

September 30 December 31
2012 2011

Total risk-based capital (1

Consolidatec 14.3%% 14.62%

Bank 12.7%% 12.7%
Tier | risk-based capital (1

Consolidatec 13.0% 12.7%

Bank 11.4% 10.91%
Leverage (2

Consolidatec 10.7¢% 10.5%%

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

The decrease in total risk-based capital rati@stigoutable to the aforementioned payoff of $10iam in subordinated debentures in
the first quarter of 2012. Importantly, the stréragning of Bancorp’s capital position has occumedcurrently with growth in assets,
not as a result of shrinkage of the balance sBegtcorp intends to maintain capital ratios at tHastorically high levels at least until
such time as the economy demonstrates sustaineduampent and implications of newly proposed BaBaldpital rules become
definitive, and to remain well positioned to purgx@ansion and other opportunities that may arise.

€) Non-GAAP Financial Measures

In addition to capital ratios defined by bankingukators, Bancorp considers various ratios whettuatiag capital adequacy, includil
tangible common equity to tangible assets, andidd@igommon equity per share, all of which are GRAP measures. Bancorp
believes these ratios are important because afwhééspread use by investors as means to evatapttal adequacy, as they reflect
level of capital available to withstand unexpeateatket conditions. Because US GAAP does not irckapital ratio measures, there
are no US GAAP financial measures comparable teethatios.
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The following table reconciles Bancorp’s calculatif the measures to amounts reported under US GAAP

(in thousands, except per share datz September 30, 201 December 31, 201
Tangible Common Equity Ratio

Total equity (a $ 201,42. $ 187,68t
Less goodwill (682) (682)
Tangible common equity (¢ $ 200,74C  $ 187,00
Total assets (k $ 2,102,58! 2,053,09
Less goodwill (682) (682)
Total tangible assets ( $ 2,101,900 $ 2,052,41!
Total shareholde’ equity to total assets (a/ 9.58% 9.14%
Tangible common equity ratio (c/ 9.55% 9.11%
Number of outstanding shares ( 13,89: 13,81¢
Book value per share (a/ $ 145C $ 13.5¢
Tangible common equity per share (c 14.4% 13.5¢

f)  Recently I ssued Accounting Pronouncements

In July 2012, the Financial Accounting Standardafq“FASB”) issued Accounting Standards UpdateSW) No. 2012-02,
Intangibles—Goodwill and Othemhich allows an entity an entity to make a qadiie assessment to determine whether it is neqge
to perform the quantitative impairment test foréfiditedived intangible assets, other than goodwill. H#&SB issued similar guidan
for testing goodwill for impairment in Septemberl20 An entity that elects to perform a qualitatassessment is required to perform
the quantitative impairment for an indefinite-livedangible asset if it is more likely than nottttize asset is impaired. The ASU is
effective for annual and interim goodwill impairmeests performed for fiscal years beginning aeptember 15, 2012. Because
Bancorp does not have any indefinite-lived intateydssets, other than goodwill, the adoption of ABW2-02 is not expected to have
an impact on Bancorp'’s financial statements.
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Item 3. Quantitative and Qualitative Disclosuabsut Market Risk

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

Item 4. Controls and Procedures

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

Based on the evaluation of Bancorp’s disclosurdérotsiand procedures by the Chief Executive angfJfinancial Officers, there were no
significant changes during the quarter ended Sdpe30, 2012 in Bancorp’s internal control ovegfigial reporting that has materially
affected, or is reasonably likely to materiallyeaff, Bancorp’s internal control over financial rejra.

PART Il — OTHER INFORMATION

Iltem 2. _Unreqistered Sales of Equity Securidied Use of Proceeds

The following table shows information relating teetrepurchase of shares of common stock by Barttoipg the three months ended
September 30, 2012.

Total number of Maximum number of
Total number of shares purchased as shares that may yet be
shares Average price part of publicly purchased under the
purchased (1) paid per share announced plan (2) plan

July 1- July 31 2C % 24.3¢ — —
August 1- August 31 8,33¢ 23.7: — —
September - September 3 2,92¢ 24.12 — —
Total 11,28: $ 23.82 — —

(1) Activity represents shares of stock withheld to iy exercise price of stock options or to pay $akge upon the exercise of stock
appreciation rights. This activity has no impagtttioe number of shares that may be purchased arnBleard-approved plan.

(2) Since 2008, there has been no active share buydtackn place.
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Iltem 6. Exhibits

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

Exhibit
Number Description of exhibit
31.1 Certifications pursuant to Section 302 of the Saek-Oxley Act by David P. Heintzma
31.2 Certifications pursuant to Section 302 of the Saek-Oxley Act by Nancy B. Davi
32 Certifications pursuant to 18 U.S.C. Section 1
101 The following financial statements from the S.Y nBarp, Inc. September 30, 2012 Quarterly Repofanm 10-Q, filed on

November 6, 2012, formatted in eXtensible Busirsporting Language (XBRL
(1) Consolidated Balance She
(2) Consolidated Statements of Inco
(3) Consolidated Statements of Comprehensive |
(4) Consolidated Statements of Cash Fl
(5) Consolidated Statement of Changes in Stoclene Equity
(6) Notes to Consolidated Financial Statem
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SIGNATURES

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

S.Y. BANCORP, INC.

Date: November 6, 2012 By: /s/ David P. Heintzma

David P. Heintzman, Chairm:
and Chief Executive Office

Date: November 6, 2012 By: /s/ Nancy B. Davit

Nancy B. Davis, Executive Vice Preside
Treasurer and Chief Financial Offic
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Exhibit 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT
I, David P. Heintzman, certify that:
1. | have reviewed this quarterly report on FormQ@0f S.Y. Bancorp, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,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, amdtife periods presented in this report;

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

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedoaes 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 duriihg tperiod in which this report is being prepared;

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

¢) Evaluated the effectiveness of the registragisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proms] as of the end of the period covered by #psnt, based on such evaluation; and

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

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

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

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

Date: November 6, 2012 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office




Exhibit 31.2
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT
I, Nancy B. Davis, certify that:
1. | have reviewed this quarterly report on FormQ@0f S.Y. Bancorp, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,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, amdtife periods presented in this report;

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

a) Designed such disclosure controls and procedaresaused 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 duriihg tperiod in which this report is being prepared;

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

¢) Evaluated the effectiveness of the registragisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proms] as of the end of the period covered by #psnt, based on such evaluation; and

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

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

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

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

Date: November 6, 2012 By: /s/ Nancy B. Davit
Nancy B. Davis, Executive Vic
President, Treasurer and CF
Financial Officer




Exhibit 32

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

In connection with this quarterly report of S.Y.ri8arp, Inc. on Form 10-Q for the period ending Sefter 30, 2012 (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, financial condition and results of
operations of S.Y. Bancorp, Inc. as of and forghgods presented in the Report.

Date: November 6, 2012 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office

Date: November 6, 2012 By: /s/ Nancy B. Davit
Nancy B. Davis
Executive Vice President, Treasurer
Chief Financial 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 Echange Commission or its staff upon request.




