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STOCK YARDS BANCORP, INC. AND SUBSIDIARY
Consolidated Balance Sheets
March 31, 2014 and December 31, 2013
(In thousands, except share data)

Assets

Cash and due from ban
Federal funds sol
Mortgage loans held for sa
Securities available for sale (amortized cost &f®404 in 2014 and $493,066 in 20:
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:
Nor-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:
Total liabilities
Stockholder equity:
Preferred stock, no par value. Authorized 1,000 &ltres; no shares issued or outstan
Common stock, no par value. Authorized 20,000,0G0es; issued and outstanding 14,658,954
14,608,556 shares in 2014 and 2013, respect
Additional paic-in capital
Retained earning
Accumulated other comprehensive inca
Total stockholder equity

Total liabilities and stockholde’ equity
See accompanying notes to unaudited consolidateddial statements.

2

March 31, December 31
2014 2013
(Unaudited)

$ 42,68 $ 34,51¢

40,26¢ 36,25!

3,47: 1,757

440,18 490,03:

6,33¢ 6,33¢

1,01: 1,01z

1,728,61 1,721,35!

28,59! 28,52

1,700,02 1,692,82

39,25¢ 39,81:

29,41¢ 29,18(

5,65¢ 5,712

45,92( 51,82¢

$ 2,354,231 $ 2,389,26:

$ 436,84. $ 423,35(

1,550,54. 1,557,58

1,987,38 1,980,93

52,45: 62,61t

18,73 55,29¢

12t 12¢€

24,27¢ 26,51«

34,28¢ 34,32¢

2,117,26: 2,159,81i

9,74¢ 9,581

34,61« 33,25¢

192,78 188,82!

(170) (2,217

236,97¢ 229,44

$ 2,354,231 $ 2,389,26:
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Income
For the three months ended March 31, 2014 and @0d8udited)
(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
Non-interest income
Investment management and trust serv
Service charges on deposit accol
Bankcard transaction reven
Mortgage banking revent
Brokerage commissions and fe
Bank owned life insurance incor
Other
Total nor-interest incom
Nor-interest expense
Salaries and employee bene
Net occupancy expen:
Data processing expen
Furniture and equipment exper
FDIC insurance expen:
Gain on other real estate owr
Other
Total nor-interest expense
Income before income tax
Income tax expens
Net income
Net income per shar
Basic

Diluted
Average common share
Basic

Diluted

See accompanying notes to unaudited consolidateddial statements.

2014 2013
$ 19,35¢ $ 19,04¢
79 80
31 64
1,831 1,37¢
29¢ 272
21,60+ 20,83
1,14( 1,33¢
6 8
34 35
19€ 217
— 77¢
1,37¢ 2,372
20,22¢ 18,46:
35C 2,32t
19,87¢ 16,13¢
4,56¢ 3,88¢
2,10¢ 2,00(
1,07¢ 961
58¢ 1,18(
50E 61E
23€ 257
40¢ 334
9,47t 9,22¢
11,11¢ 9,657
1,55¢ 1,231
1,56( 1,35¢
26¢ 291
34z 35C
(349) (35)
3,04¢ 2,72¢
17,54 15,57¢
11,80¢ 9,787
3,63: 3,01¢
$ 817: $ 6,76¢
$ 0.5 $ 0.4¢
$ 056 $ 0.4¢
14,50¢ 13,81
14,70: 13,85:
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Comprehensive Income
For the three months ended March 31, 2014 and @0d8udited)
(In thousands)

Net income
Other comprehensive income (loss), net of
Unrealized gains (losses) on securities availatiesdle;
Unrealized gains (losses) arising during the pefied of tax of $1,091 and ($257), respectivi
Unrealized gains on hedging instrumel
Unrealized gains arising during the period (neteafof $12 and $0, respective

Other comprehensive income (lo
Comprehensive incorr

See accompanying notes to unaudited consolidataddial statements.

4

2014 2013
8,171 6,76¢
2,02¢ (47¢)

21 —
2,047 (47¢)
10,22 6,29(
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Cash Flows
For the three months ended March 31, 2014 and Z0t&udited)
(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 provision (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
Gain on the disposal of premises and equipr
Gain on the sale of other real est
Stock compensation exper
Excess tax benefits from sh-based compensation arrangeme
Decrease in accrued interest receivable and ofisets
(Decrease) increase in accrued interest payablethed liabilities
Net cash provided by operating activit
Investing activities
Purchases of securities available for
Proceeds from maturities of securities availabtestde
Net increase in loar
Purchases of premises and equipn
Proceeds from disposal of equipm
Proceeds from sale of other real es
Net cash provided by investing activiti
Financing activities
Net increase (decrease) in depa
Net (decrease) increase in securities sold undeeatents to repurchase and federal funds
purchase(
Proceeds from Federal Home Loan Bank adva
Repayments of Federal Home Loan Bank adva
Issuance of common stock for options and dividesiigvestment pla
Excess tax benefits from sh-based compensation arrangeme
Common stock repurchas
Cash dividends pai
Net cash used in financing activiti
Net increase (decrease) 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 consolidateddial statements.
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2014 2013
8,171 6,76¢
35C 2,32t
1,68¢ 1,46¢
701 (1,152
(341) (867)
(17,617 (47,03¢)
16,24: 57,37«
(236) (252)
(30) —
(349) (35)
29C 531
(149 (18)
514 1,43(
(2,090 1,71€
7,15¢ 22,24¢

(69,85%) (106,74%)

123,07: 129,19;

(8,687) (18,649
(509) (350)
344 —
3,96: 1,77¢
48,32 5,22:
6,45( (44,809
(46,726) 12,10:
10,00(

(10,042) (10)
462 61
14¢ 18

(51 (286)
(3,075) (2,792)
(43,299 (35,715
12,18¢ (8,24%)
70,77 67,70:
82,95 59,46(
— 40¢
1,37¢ 2,39¢
1,137 99
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Changes in Stockhol&epsity
For the three months ended March 31, 2014 and @0d8udited)

Balance December 31, 20
Net income

Other comprehensive income, net of
Stock compensation exper

Stock issued for exercise of stock options and
dividend reinvestment plan, net of withholding

satisfy employee tax obligations upon vesting of

stock award:
Stock issued for nc-vested restricted stor
Cash dividends, $0.21 per sh.
Shares repurchased or cance
Balance March 31, 201

Balance December 31, 20
Net income

Other comprehensive loss, net of

Stock compensation exper

Stock issued for exercise of stock options and
dividend reinvestment plan, net of withholding
satisfy employee tax obligations upon vesting
stock award:

Stock issued for nc-vested restricted stor

Cash dividends, $0.20 per sh.

Shares repurchased or cance

Balance March 31, 201

(In thousands, except per share data)

Accumulated

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

14,60¢ $ 9,581 $ 33,25¢ $188,82! $ (2,217 $ 229,44«
— — — 8,171 — 8,17

— — — — 2,047 2,047

— — 29C — — 29C

22 75 601 (23) — 658

48 16C 987 (1,149 — —

_ — — (3,075) — (3,079
(20) (67) (519 26 — (560)
1465 $ 9,74¢ $ 34,61. $ 192,780 $ (170 $ 236,97¢
1391t ¢ 727: $ 17,73. $ 174,65 $ 5,421 $ 205,07!
— — — 6,76¢ — 6,76¢

— — — — (47¢) (47¢)

— — 531 — — 531

3 10 69 — — 79

55 184 1,08: (1,267) — —

_ _ — (2,792) — (2,792
(15) (52) (296 61 — (28€)
13,95¢ $ 7,41¢ $ 19,11¢ $ 177,421 $ 4,94: $ 208,89

See accompanying notes to unaudited consolidataddial statements.
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statements

1)

Summary of Significant Accounting Policies

The accompanying unaudited consolidated finantséments have been prepared in accordance withgtractions to Form 10-Q

and do not include all information and footnoteguieed by U.S. generally accepted accounting ppiesi (US GAAP) for complete
financial statements. The consolidated unauditehtial statements of Stock Yards Bancorp, InBaticorp”) and its subsidiary
reflect all adjustments (consisting only of adjusiits of a normal recurring nature) which are, eapinion of management, necessary
for a fair presentation of financial condition amedults of operations for the interim periods.

The unaudited consolidated financial statementsidiecthe accounts of Stock Yards Bancorp, Inc.iemaholly-owned subsidiary,
Stock Yards Bank & Trust Company (“Bank”). Signént intercompany transactions and accounts haam éléninated in
consolidation. In preparing the unaudited constdiddinancial statements, management is requiredatce estimates and assumptions
that affect the reported amounts of certain ass®idiabilities and disclosure of contingent asseis liabilities at the date of the
financial statements and the reported amountslatiee revenues and expenses during the reportigdpdctual results could differ
from those estimates. Material estimates that arécplarly susceptible to significant change relat the determination of the
allowance for loan losses, valuation of other esahte owned, income tax assets, and estimateiitiesband expense.

A description of other significant accounting p@gis presented in the notes to the ConsolidaitezhEial Statements for the year
ended December 31, 2013 included in Stock Yard€®&n Inc.’s Annual Report on Form 10-K. Certagelassifications have been
made in the prior year financial statements to aonfto current year classifications.

Interim results for the three month period endeddfi81, 2014 are not necessarily indicative ofrdsailts 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 BoafdDirectors. Since the
application of this policy requires significant nagement assumptions and estimates, it could riesulaterially different amounts to
be reported if conditions or underlying circumsesaere to change. Assumptions include many fastach as changes in borrowers’
financial condition which can change quickly ortbigcal loss ratios related to certain loan poittelwhich may or may not be
indicative of future losses. To the extent thahagemens assumptions prove incorrect, the results frommaifmns could be materia
affected by a higher or lower provision for loasdes. The accounting policy related to the all@m&anr loan losses is applicable to
the commercial banking segment of Bancorp.

The allowance for loan losses is management’s agtiof probable losses in the loan portfolio. Lizases are charged against the
allowance when management believes the uncolldityatii a loan balance is confirmed. Subsequentvedes, if any, are credited to
the allowance.

Prior to the third quarter of 2013, management megbthe appropriateness of the allowance for losses in its entirety using

(a) quantitative (historical loss rates) and gaéiie factors (management adjustment factors)sgbgific allocations on impaired loa
and (c) an unallocated amount. The unallocateduameas evaluated on the loan portfolio in its ey and was based on additional
factors, such as national and local economic trandsconditions, changes in volume and severifyast due loans, volume of non-
accrual loans, volume and severity of adverselgsified or graded loans and other

7
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(2)

STOCK YARDS BANCORP, INC. AND SUBSIDIARY

factors and trends that affect specific loans atdgories of loans, such as a heightened riskeicdimmercial and industrial loan
portfolios. Bancorp utilized the sum of all alloneze amounts derived as described above, includiegsonable unallocated
allowance, as an indicator of the appropriate le¥allowance for loan and lease losses.

During the third quarter of 2013, Bancorp refinedallowance calculation whereby it allocated thetipn of the allowance that was
previously deemed to be unallocated allowance basadanagement’s determination of the appropriatditative adjustment. This
refined allowance calculation includes specifioafnce allocations to loan portfolio segments atdd&@1, 2014 for qualitative factc
including, among other factors, (i) national anchlloeconomic and business conditions, (ii) theiguahd experience of lending staff
and management, (iii) changes in lending policies$ grocedures, (iv) changes in volume and sevefipast due loans, classified lo:
and non-performing loans, (v) potential impact oy @oncentrations of credit, (vi) changes in theirmand terms of loans such as
growth rates and utilization rates, (vii) changeshie value of underlying collateral for collatedpendent loans, considering
Bancorps disposition bias, and (viii) the effect of otleeternal factors such as the legal and regulatovirenment. Bancorp may al
consider other qualitative factors in future pesidolr additional allowance allocations, includiagaong other factors, changes in
Bancorp’s loan review process. Changes in ther@iused in this evaluation or the availabilifynew information could cause the
allowance to be increased or decreased in futwiedse In addition, bank regulatory agencies, at gfetheir examination process, v
require adjustments to the allowance for loan @adé losses based on their judgments and estimates.

Additionally, management has identified the accounpolicy related to accounting for income taxesatical to the understanding of
Bancorp’s results of operations and discussecctiislusion with the Audit Committee of the Boarddifectors. The objectives of
accounting for income taxes are to recognize theusinof taxes payable or refundable for the curyear and deferred tax liabilities
and assets for the future tax consequences ofstiatthave 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 outcomthese future tax consequences, including the sffefgperiodic IRS and state agency
examinations, could materially impact Bancorp’safigial position and its results from operations.

Acquisition

On April 30, 2013, Bancorp completed the acquisitdd 100% of the outstanding shares of THE BANCdmp, (“Oldham”), parent
company of THE BANK — Oldham County, Inc. As auk®f the transaction, THE BANK — Oldham County nged into Stock
Yards Bank & Trust Company. Since the acquisitiate, results of operations acquired in the Oldtramsaction have been included
in Bancorp’s financial results.

The Oldham transaction has been accounted for tissngcquisition method of accounting and, accalglimassets acquired, liabilities
assumed and consideration transferred were recatdestimated fair value on the acquisition datseis acquired totaled
approximately $146.0 million, including $39.8 nulli of loans and leases. Liabilities assumed tdt@1e25.1 million, including $120.4
million of deposits. Fair value adjustments re=diiin net assets acquired in excess of the comgiderpaid. Accordingly, a non-
taxable gain of $449,000 was recognized.
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The following table summarizes the consideratioid pad the amounts of assets acquired and liaslassumed, adjusted for fair ve
at the acquisition date.

(amounts in thousands’

Purchase price:

Cash $ 8,297
Equity instruments (531,288 common shares of Bar)cor 12,19¢
Total purchase pric 20,49¢
Identifiable assets:
Cash and federal funds s¢ 17,26(
Investment securitie 81,821
Loans 39,75¢
Premises and equipme 4,00¢
Core deposit intangibl 2,54:
Other assets 60E
Total identifiable asse 145,99¢
Identifiable liabilities:
Deposits 120,43!
Securities sold under agreement to repurc 2,76:
Other liabilities 1,85
Total identifiable liabilities 125,05
Net gain resulting from acquisition $ 44¢

Acquisition costs (included in other non-interegbenses in Bancorp’s income statement for the geded
December 31, 201! $ 1,54¢

Fair value of the common shares issued as palneocddnsideration paid was determined based oridbang market price of Bancorp’s
common shares on the acquisition date.

Bancorp recorded a core deposit intangible of &2 which is being amortized over a ten yeargoeuising an accelerated method
which anticipates the life of the underlying dep®$d which the intangible is attributable. At Mar31, 2014, the unamortized core
deposit intangible was $2,004,000.

In many cases, determining the fair value of aegliassets and assumed liabilities required Bartoogptimate cash flows expected to
result from those assets and liabilities and toalist those cash flows at appropriate rates ofésteThe most significant of these
determinations related to the valuation of acquicahs.
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Below is an analysis of the fair value of acquileahs as of March 31, 2014.

Acquired Acquired non- Total

impaired impaired acquired
(in thousands) loans loans loans
Contractually required principal and interest ajuasition $ 3,28¢ $ 37,761 % 41,04¢
Contractual cash flows not expected to be collected (372) (729 (1,095
Expected cash flows at acquisition 2,91: 37,04( 39,95!
Interest component of expected cash flows (174) (24) (198
Basis in acquired loans at acquisition - estim&@dvalue $ 2,73¢ $ 37,01t $ 39,75¢

Fair values of checking, savings and money mar&pbslit accounts acquired from Oldham were assumaggdroximate the carrying
value as these accounts have no stated maturitgrengayable on demand. Certificate of deposit@atisovere valued at the present
value of the certificates’ expected contractualrpegts discounted at market rates for similar Geatiés.

In connection with the Oldham acquisition, Bancmqurred expenses related to executing the traieseand integrating and
conforming acquired operations with and into Bapcdiose expenses consisted largely of converdisgpstems and/or integration of
operations, professional services, costs relatéertoination of existing contractual arrangemerfit®loham to purchase various
services; initial marketing and promotion expergdesigned to introduce Bancorp to its new custongerd;printing, postage, supplies,
and other costs of completing the transaction.

€)) Securities

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

Amortized Unrealized

(in thousands) cost Gains Losses Fair value
March 31, 2014
U.S. Treasury and other U.S. government

obligations $ 40,000 $ — $ — $ 40,00(
Government sponsored enterprise obligat 156,24t 1,66t 1,55¢ 156,35’
Mortgage-backed securities - government

agencie: 175,02 1,52z 3,26: 173,28
Obligations of states and political

subdivisions 68,08: 1,63¢ 211 69,50t
Corporate equity securities 75€ 28€ — 1,04z
Total securities available for sale $ 440,10: $ 510¢ $ 502t $ 440,18

10




Table of Contents

STOCK YARDS BANCORP, INC. AND SUBSIDIARY

Amortized Unrealized

(in thousands) cost Gains Losses Fair value
December 31, 2013
U.S. Treasury and other U.S. government

obligations $ 110,000 $ — $ — $ 110,00(
Government sponsored enterprise obligat 138,09« 1,62: 1,87 137,84!
Mortgage-backed securities - government

agencie: 176,52« 1,391 5,22 172,69:
Obligations of states and political

subdivisions 68,44¢ 1,47: 42¢ 69,49:
Total securities available for sale $ 493,06¢ $ 4,487 $ 752 $ 490,03:

There are no securities classified as held to riatas of March 31, 2014 or December 31, 2013.

Management has the intent and ability to holdralestment securities available for sale for thegeeable future. No securities were
sold in the first quarter of 2013 or 2014.

Corporate equity securities, included in the aldéddor sale portfolio at March 31, 2014, consist@mmon stock in a public-traded
business development company.

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 access to FHLB borrowing availabiliyd are classified as restricted securities. 1Gtbeurities consist of a Community
Reinvestment Act (CRA) investment which maturethimsecond quarter of 2014, which is fully collatezed with a government
agency security of similar duration, and holdingstock in a correspondent bank Bancorp utilizeadverrious services. Bancorp
reviewed the investment in FHLB stock as of Mardh 2014, considering the FHLB equity position,dtstinuance of dividend
payments, liquidity position, and positive yeardake net income. Based on this review, Bancorgwes its investment in FHLB stc
is not impaired.

A summary of the available for sale investment g&es by maturity groupings as of March 31, 2084hown below.

(in thousands)

Securities available for sale Amortized cost Fair value

Due within 1 yea $ 67,64¢ $ 67,83!
Due after 1 but within 5 yea 127,05 128,43!
Due after 5 but within 10 yea 32,94 33,53
Due after 10 year 36,68( 36,06:
Mortgagebacked securitie 175,02 173,28
Corporate equity securities 75€ 1,04z
Total securities available for sale $ 440,10: $ 440,18

11
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY

Actual maturities may differ from contractual matigss because some issuers have the right to cpliepay obligations. In addition to
equity securities, the investment portfolio incladgency mortgage-backed securities, which areagtesed by agencies such as the
FHLMC, FNMA, and GNMA. These securities differ fnatraditional debt securities primarily in that yhay have uncertain
principal payment dates and are priced based anastd prepayment rates on the underlying collatBancorp does not have
exposure to subprime originated mortgage-backexiateralized debt obligation instruments.

Securities with a carrying value of approximate®0$.5 million at March 31, 2014 and $243.5 millmnDecember 31, 2013 were
pledged to secure accounts of commercial depositarash management accounts, public deposits¢asti balances for certain
investment management and trust accounts.

Securities with unrealized losses at March 31, 2iridiDecember 31, 2013, not recognized in incormasufollows:

Less than 12 months 12 months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized
(in thousands) value losses value losses value losses
March 31, 2014
Government sponsored enterprise obligat $ 77,58( % 1,161 $ 4,40: $ 39t $ 81,98 % 1,55¢
Mortgage-backed securities - government
agencie: 85,98! 2,08¢ 17,69: 1,174 103,67¢ 3,26:
Obligations of states and political
subdivisions 15,43¢ 18€ 2,09: 25 17,52 211
Total temporarily impaired securities $ 178,99 $ 3,43¢ $ 24,18t $ 1592 $ 203,18' $ 5,02¢
December 31, 2013
Government sponsored enterprise obligat $ 76,75 $ 1,42¢ $ 4,357 $ 445 $ 81,10¢ $ 1,87z
Mortgage-backed securities - government
agencie: 112,65: 4,40( 8,75: 822 121,40: 5,22z
Obligations of states and political
subdivisions 22,09: 40& 1,217 23 23,30! 42€
Total temporarily impaired securities $ 211,49'% 6,23¢ $ 14,31¢ $ 1,28¢ $ 22581 $ 7,522

The applicable dates for determining when secsréi@ in an unrealized loss position are Marct2814 and December 31, 2013. As
such, it is possible that a security had a markkterless than its amortized cost on other dayisgltine past twelve months, but is not
in the “Investments with an Unrealized Loss of lg&m 12 months” category above.
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY

Unrealized losses on Bancorp’s investment secsijitttfolio have not been recognized in income bsedhe securities are of high
credit quality, and the decline in fair valuesasgely due to changes in the prevailing interes eavironment since the purchase date.
Fair value is expected to recover as securitieshréfzeir maturity date and/or the interest rateremvwment returns to conditions similar
to when these securities were purchased. Thesstmeats consist of 123 and 155 separate investpositions as of March 31, 2014
and December 31, 2013, respectively. Because rearety does not intend to sell the investmentsjtaadhot likely that Bancorp wi
be required to sell the investments before recowétiieir amortized cost bases, which may be migtuBiancorp does not consider
these securities to be other-than-temporarily imgabat March 31, 2014.

Loans

The composition of loans by primary loan portfadiegment follows:

(in thousands) March 31, 2014 December 31, 201.
Commercial and industrii $ 511,24 $ 510,73¢
Construction and development, excluding undeveldaed 88,10¢ 99,71¢
Undeveloped lan 29,20¢ 29,87:
Real estate mortgag 1,066,59! 1,046,82:
Consumer 33,46( 34,19¢
Total loans $ 1,728,61 $ 1,721,35I
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The following table presents the balance in thended investment in loans and allowance for loasds by portfolio segment and

based on impairment evaluation method as of Mai¢t2314 and December 31, 2013.

Type of loan
Construction
and development
Commercial excluding
and undeveloped Undeveloped Real estate

(in thousands) industrial land land mortgage Consumer Total
March 31, 2014
Loans $ 511,24 $ 88,10¢ $ 29,20¢ $ 1,066,59 $ 33,46( $ 1,728,61!
Loans individually evaluated for

impairment $ 7,65% $ 26 $ 6,98¢ $ 527: $ 82 % 20,02:
Loans collectively evaluated for

impairment $ 502,96 $ 87,021 $ 22,22. $ 1,060,821 $ 33,36( $ 1,706,38!
Loans acquired with deteriorated _

Construction
and development
Commercial excluding
and undeveloped Undeveloped Real estate
industrial land land mortgage Consumer Unallocated Total

Allowance for loan losses
At December 31, 201 $ 7,64, % 2,558 $ 537¢ $ 12,60« $ 34 $ — $ 28,52

Provision (14%) (62¢) 92t 18t 13 — 35C

Chargeoffs — — (30 (2949) (195) — (519

Recoveries 9 — 31 20 17¢€ — 23¢
At March 31, 2014 $ 7,50¢ $ 1,927 $ 6,30z $ 12,51t $ 33¢ 3 — $ 28,59
Allowance for loans individually

evaluated for impairmel 74€ $ — $ — $ 43¢ $ 82 $ 1,267
Allowance for loans collectively

evaluated for impairmel $ 6,762 $ 1,927 $ 6,302 $ 12,07¢ $ 257 $ — $ 27,32
Balance: loans acquired with

deteriorated credit qualit — % — % — $ — $ — $ —
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Type of loan
Construction
and development
Commercial excluding
and undeveloped Undeveloped Real estate

(in thousands) industrial land land mortgage Consumer Total

December 31, 201:

Loans $ 510,73! $ 99,71¢ $ 29,87 $ 1,046,820 $ 34,19¢ $ 1,721,35

Loans individually evaluated for
impairment $ 7,57¢ $ 26 $ 7,340 $ 7,47¢ $ 84 $ 22,507

Loans collectively evaluated for
impairment $ 502,53! $ 98,42¢ $ 22,53 $ 1,038,82. $ 34,09t $ 1,696,41

Loans acquired with deterioratec
credit quality $ 62t $ 1,268 $ — $ 521 $ 19 $ 2,43(

Construction
and development
Commercial excluding
and undeveloped Undeveloped Real estate
industrial land land mortgage Consumer  Unallocated Total

Allowance for loan losse:

At December 31, 201 $ 594¢ % 4,53¢ $ — $ 14,28t $ 36z $ 6,74€ $ 31,88:
Provision 1,58: (2,119 13,25¢ 49C 86 (6,74¢€) 6,55(
Chargeoffs (457) (25) (7,960 (2,759 (767 — (11,969
Recoveries 56¢ 163 81 584 65€& — 2,05¢

At December 31, 2013 $ 7643 2,555 $ 537¢ $ 12,60¢ $ 34 $ — $ 28,52

Allowance for loans individually
evaluated for impairmet $ 762 $ — $ — $ 60€ $ 84 $ 1,452

Allowance for loans collectively
evaluated for impairmel $ 6,882 $ 2,555 $ 537¢ $ 11,99 $ 25¢ $ — $ 27,07(

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

e Commercial and industrial

e Construction and development, excluding undeveldaed
e Undeveloped land

* Real estate mortgage

«  Consumer

Bancorp has loans that were acquired in the Oldhegmisition, for which there was, at acquisitiovidence of deterioration of credit
quality since origination and for which it was padite, at acquisition, that all contractually regdipayments would not be collected.
The carrying amount of those loans is includedh&lialance sheet amounts of loans at March 31, &ddDecember 31, 2013.

15




Table of Contents

STOCK YARDS BANCORP, INC. AND SUBSIDIARY

The changes in accretable discount related totaragaired acquired loans are as follows:

(in thousands)

Balance at December 31, 20

Additions due to Oldham acquisitic

Accretion

Reclassifications from (to) n-accretable differenc
Disposals

Balance at December 31, 2013

Accretion

Reclassifications from (to) n-accretable differenc
Disposals

Balance at March 31, 2014
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The following table presents loans individually kxded for impairment as of March 31, 2014 and Dewer 31, 2013.

Unpaid Average
Recorded principal Related recorded
(in thousands) investment balance allowance investment
March 31, 2014
Loans with no related allowance recor(
Commercial and industrii $ 1,242 $ 1,387 $ — 3 1,037
Construction and development, excluding
undeveloped lan 26 151 — 26
Undeveloped lan 6,98¢ 9,67¢ — 7,16¢
Real estate mortga( 3,39¢ 4,08¢ — 3,56¢
Consumer — — — —
Subtotal 11,65¢ 15,29¢ — 11,79:

Loans with an allowance record
Commercial and industrii $ 6,40¢ $ 6,40¢ $ 74 $ 6,57¢
Construction and development, excluding
undeveloped lan — — — —
Undeveloped lan — — — —

Real estate mortga( 1,87 1,87 43¢ 2,812
Consumer 82 82 82 83
Subtotal 8,36¢ 8,36¢ 1,267 9,47¢
Total
Commercial and industrii $ 7,65 $ 7,79 $ 746 $ 7,61¢
Construction and development, excluding
undeveloped lan 26 151 — 26
Undeveloped lan 6,98¢ 9,67¢ — 7,16¢
Real estate mortga( 5,27: 5,96: 43¢ 6,37¢
Consumer 82 82 82 83
Total $ 20,02: $ 23,661 $ 1,267 $ 21,26¢
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Unpaid Average
Recorded principal Related recorded
(in thousands) investment balance allowance investment
December 31, 201.
Loans with no related allowance recor¢
Commercial and industri; $ 83C $ 974 % — 3 4,49¢
Construction and development, excluding
undeveloped lan 26 151 — 54
Undeveloped lan 7,34( 9,93: — 3,27
Real estate mortga( 3,731 5,06¢ — 5,55¢
Consumer — — — 3
Subtotal 11,927 16,12¢ — 13,381
Loans with an allowance record
Commercial and industrii $ 6,74¢ $ 6,74¢ 3 76z $ 3,80¢
Construction and development, excluding
undeveloped lan — — — 25¢
Undeveloped lan — — — 7,152
Real estate mortga( 3,74 4,06t 60¢€ 3,70¢
Consumer 84 84 84 34
Subtotal 10,58( 10,89¢ 1,452 14,95¢
Total
Commercial and industrii $ 757¢ $ 7,72: $ 76z % 8,30¢
Construction and development, excluding
undeveloped lan 26 151 — 313
Undeveloped lan 7,34( 9,93 — 10,42«
Real estate mortga( 7,47¢ 9,13¢ 60€ 9,264
Consumer 84 84 84 37
Total $ 22507 $ 27,02 $ 1,452 $ 28,34

Differences between recorded investment amountsiapdid principal balance amounts are due to pafi@rge-offs which have
occurred over the life of loans and fair value atfjuents recorded for loans acquired.

Impaired loans include non-accrual loans and l@aesunted for as troubled debt restructurings (T,DR)ch 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 $439,000 at Marct2814 and $437,000 at
December 31, 2013.
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The following table presents the recorded investrimenon-accrual loans as of March 31, 2014 andebdser 31, 2013.

(in thousands) March 31, 2014 December 31, 201
Commercial and industrii $ 884 $ 84¢€
Construction and development, excluding undeveldaed 26 26
Undeveloped lan 6,98¢ 7,34(
Real estate mortgag 4,84: 7,04¢
Consumer — —
Total $ 12,74, $ 15,25¢

At March 31, 2014 and December 31, 2013, Bancodddens classified as TDR of $7.3 million and $nillion, respectively.
Bancorp did not modify and classify any loans asRTduring the three months ended March 31, 2014ancm31, 2013.

The following table presents the recorded investritelnans accounted for as TDR that were restreckand experienced a payment
default within the previous 12 months as of Marih 2014.

Number of
(dollars in thousands) Contracts Recorded Investment
March 31, 2014
Commercial & industrial 1 3 79C
Total 1 8 79C

Bancorp did not have any loans that were restradtand experience a payment default within theiposvl2 months as of March 31,
2013.

Loans accounted for as TDR include modificatiomsrfroriginal terms due to bankruptcy proceedinggjifications of amortization
periods or temporary suspension of principal paysidoe to customer financial difficulties. Loamsaunted for as TDR, which have
not defaulted, are individually evaluated for impaent and, at March 31, 2014, had a total allowadloeation of $937,000, compared
to $942,000 at December 31, 2013.

At March 31, 2014 and December 31, 2013, Bancodpduastanding commitments to lend additional furedaling $111,000 and
$262,000, respectively, for loans modified as TDR.
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The following table presents the aging of loansfdglarch 31, 2014 and December 31, 2013.

Greater
than Recorded
90 days investment
past due > 90 days
30-59 days 6C-89 days (includes Total Total and
(in thousands) past due past due non-accrual) past due Current loans accruing

March 31, 2014

Commercial and

industrial $ 415 $ 37¢ % 917 $ 1,711 $ 509,53t $ 511,24 $ 33
Construction and

development,

excluding undeveloped

land 244 — 26 27C 87,83¢ 88,10¢ —
Undeveloped lan — — 6,98¢ 6,98¢ 22,22 29,20¢ —
Real estate mortga( 8,07 2,19¢ 5,24¢ 15,52¢ 1,051,071 1,066,59! 40¢€
Consumer 10k 42 — 147 33,31: 33,46( —
Total $ 8841 $ 262 $ 13,18( $24,64. $ 1,70397i $ 172861 $ 43¢

December 31, 201:

Commercial and

industrial $ 80¢ $ 201 $ 1,26¢ $ 2,277 $ 508,46: $ 510,73¢ $ 421
Construction and

development,

excluding undevelope

land 42¢ — 26 45k 99,26¢ 99,71¢ —
Undeveloped lan — — 7,34( 7,34( 22,53: 29,87: —
Real estate mortga( 4,52¢ 1,18( 7,062 12,77 1,034,05: 1,046,82. 16
Consumer 11C — — 11C 34,08¢ 34,19¢ —
Total $ 587¢ $ 1381 $ 15,69¢ $2295: $ 1,698,339 $ 172135 $ 437

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, pubfisrimation and current economic
trends. Pass-rated loans included all risk-radadd other than those classified as special mergidsstandard, and doubtful, which are
defined below:

e Special Mention: Loans classified as special noentiave a potential weakness that deserves manatjsmiese attention.
These potential weaknesses may result in detenaraf repayment prospects for the loan or of Bap'socredit 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 characterizedhégistinct possibility that Bancorp will sustaonse 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.
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* Doubtful: Loans classified as doubtful have afl theaknesses inherent in those classified as swlasth with the added
characteristic that the weaknesses make collectioapayment in full, on the basis of currentlystixig facts, conditions and
values, highly questionable and improbable.

As of March 31, 2014 and December 31, 2013, thecasegories of loans were as follows:

Credit risk profile by internally assigned grade

Construction
and
development,
excluding
Commercial undeveloped Undeveloped Real estate
(in thousands) and industrial land land mortgage Consumer Total
March 31, 2014
Grade
Pass $ 49297( $ 77,046 3 21517 $ 1,040,558 $ 33,29¢ $ 1,665,411
Special mentiol 7,10¢ 5,94« 54C 15,09¢ 82 28,76¢
Substandar 3,02t 4,68 164 4,74 — 12,61¢
Substandard n¢« performing 8,14¢ 434 6,98¢ 6,16¢ 82 21,82:
Doubtful = = = = = =
Total $ 511,24 % 88,10¢ $ 29,20¢ $ 1,066,59 $ 33,46( $ 1,728,61
December 31, 2013
Grade
Pass $ 486,14( $ 87,89¢ $ 22,36t $ 1,01421 $ 34,02¢ $ 1,644,641
Special mentiol 12,98: 7,091 — 17,91¢ 86 38,07¢
Substandar 3,61¢ 4,70¢ 16t 7,191 — 15,68«
Substandard n¢« performing 8,00( 26 7,34( 7,49¢ 84 22,94
Doubtful — — — — — —
Total $ 510,73¢ $ 99,71¢ $ 29,87 $ 1,046,82 $ 34,19¢ $ 1,721,35!

(5) Federal Home Loan Bank Advances
Bancorp had outstanding borrowings of $34.3 milédMarch 31, 2014, via seven separate advanaastwb advances totaling $30
million, both of which are non-callable, interestyments are due monthly, with principal due at miytu For the remaining advances
totaling $4.3 million, principal and interest paymteeare due monthly based on an amortization sé&edu
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The following is a summary of the contractual miies and average effective rates of outstandingaces:

March 31, 2014 December 31, 201

(In thousands) Advance Rate Advance Rate
2014 $ 10,00( 0.21% $ 10,00( 0.21%
2015 20,00( 3.3%% 20,00( 3.34%
2020 1,91¢ 2.2% 1,931 2.25%
2021 54¢ 2.12% 564 2.12%
2024 40t 2.4(% 40¢ 2.4(%
2028 1,41¢ 1.47% 1,42¢ 1.4€%

$ 34,28¢ 2.2¢% $ 34,32¢ 2.2%

Advances from the FHLB are collateralized by certammercial and residential real estate mortgaged under a blanket mortgage
collateral agreement and FHLB stock. Bancorp vidvesborrowings as an effective alternative to higioest time deposits to fund loan
growth. At March 31, 2014, the amount of availatredit from the FHLB totaled $370.4 million.

Derivative Financial Instruments

Occasionally, Bancorp enters into free-standingrggt rate swaps for the benefits of its commentiatomers who desire to hedge
their exposure to changing interest rates. Banbkedues its interest rate exposure on commercgbmer transactions by entering i
offsetting swap agreements with approved reputablependent counterparties with substantially matckerms. These undesignated
derivative instruments are recognized on the caest@ld balance sheet at fair value. Because afhimat terms of offsetting contracts
and the collateral provisions mitigating any nomfpenance risk, changes in fair value subsequeittitial recognition are expected to
have an insignificant effect on earnings. Excharujessh flows related to the undesignated intesgetswap agreements for the first
quarter of 2014 were offsetting and therefore hadet effect on Bancorp’s earnings or cash flows.

Interest rate swap agreements derive their vatra finderlying interest rates. These transactionswe both credit and market risk.
The notional amounts are amounts on which calaratipayments, and the value of the derivativdbased. Notional amounts do not
represent direct credit exposures. Direct credibsure is limited to the net difference betweencdideulated amounts to be received
and paid, if any. Bancorp is exposed to credittegldosses in the event of nonperformance by thateoparties to these agreements.
Bancorp controls the credit risk of its financiahtracts through credit approvals, limits and maniitg procedures, and does not ex|
any counterparties to fail their obligations.

22




Table of Contents

(7)

STOCK YARDS BANCORP, INC. AND SUBSIDIARY

At March 31, 2014 and December 31, 2013, Bancodpduastanding undesignated interest rate swapaxistas follows:

Receiving Paying
March 31, December 31 March 31, December 31
(dollar amounts in thousands) 2014 2013 2014 2013
Notional amoun $ 7,706 $ 5,15¢ $ 7,706 $ 5,15¢
Weighted average maturity (yea 7.4 6.4 7.4 6.4
Fair value $ (322 $ (275 $ 322 $ 27¢

In December 2013, Bancorp entered into an inteatstswap to hedge cash flows of a $10 milliontft@arate FHLB borrowing. The
interest rate swap involves exchange of Bancoipaihg rate interest payments on the underlyingogral amount. This swap was
designated, and qualified, for cash-flow hedge anting. The term of the swap began December 6, 20813=nds December 6, 2016.
For derivative instruments that are designatedopradify as hedging instruments, the effective mortbf gains or losses is reported as a
component of other comprehensive income, and isespently reclassified into earnings as an adjustthoenterest expense in peric

in which the hedged forecasted transaction affeatsings. The following table details Bancorp’siekive position designated as a
cash flow hedge, and the fair values as of Margi2814 and December 31, 2013.

(dollars in thousands)

Notional Maturity Receive (variable) Pay fixed Fair value Fair value
amount date index swap rate March 31, 2014 December 31, 201
$ 10,00( 12/6/201€ US 3 Month LIBOR 0.71%% $ 57 $ 24

Goodwill and Intangible Assets

US GAAP requires that goodwill and intangible asseth indefinite useful lives not be amortizedt mstead be tested for impairment
at least annually. Annual evaluations have reditieno indication of impairment. Bancorp currgrtits goodwill in the amount of
$682,000 from the 1996 acquisition of an IndianakbaThis goodwill is assigned to the commerciailbag segment of Bancorp.

Bancorp recorded a core deposit intangible totei2$43,000 arising from the Oldham acquisitiotisTintangible asset is being
amortized over a ten-year period using an accelénaiethod which anticipates the life of the undadydeposits to which the
intangible is attributable. At March 31, 2014, theamortized core deposit intangible was $2,004,000

Mortgage servicing rights (MSRs) are initially rgodzed at fair value when mortgage loans are saffdeanortized in proportion to and
over the period of estimated net servicing incooomsidering appropriate prepayment assumptionsR$i8e evaluated quarterly for
impairment by comparing carrying value to fair \&lurhe estimated fair values of MSRs at March2®14 and December 31, 2013
were $3,124,000 and $3,953,000, respectively. tdtad outstanding principal balances of loans sedifor others were $434,930,000
and $435,339,000 at March 31, 2014, and Decemhe2(B, respectively.
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Changes in the net carrying amount of MSRs fotthinee months ended March 31, 2014 and 2013 arershothie following table.

For three months
ended March 31,

(in thousands) 2014 2013

Balance at beginning of peric $ 1832 $ 2,08¢
Additions for mortgage loans sc 80 284
Amortization (239 (234)
Balance at March 31 $ 167¢ $ 2,13¢

Defined Benefit Retirement Plan

Bancorp sponsors an unfunded, non-qualified, ddfbienefit retirement plan for four key officers @wurrent, and two retired), and
has no plans to increase the number of participa®émefits vest based on 25 years of service. athgarially determined pension
costs are expensed and accrued over the servioe pand benefits are paid from Bancorp’s ass€te net periodic benefits costs,
which include interest cost and amortization oflnsses, totaled $32,000 and $36,000, for the tmeeths ended March 31, 2014 and
2013, respectively.

Commitments and Contingent Liabilities

As of March 31, 2014, Bancorp had various commitimeuntstanding that arose in the normal coursausiiless, including standby
letters of credit and commitments to extend creditich are properly not reflected in the consokdgfinancial statements. In
management’s opinion, commitments to extend c@d59.2 million including standby letters of citeaf $13.8 million represent
normal banking transactions, and no significandéssare anticipated to result from these commitsnenf March 31, 2014.
Commitments to extend credit were $469.5 milliowjuding letters of credit of $15.2 million, as&écember 31, 2013. Bancorp’s
maximum exposure to credit loss in the event ofpeoformance by the other party to these commitmierrespresented by the
contractual amount of these instruments. Commitsgnextend credit are agreements to lend to aewestas long as there is no
violation of any condition established in the cawtr Commitments generally have fixed expiratiotedar other termination clauses.
Commitments to extend credit are mainly comprisiecbonmercial lines of credit, construction and hosgeity credit lines. Since
some of the commitments are expected to expireowitheing drawn upon, the total commitment amodbotaot necessarily represent
future cash requirements. Bancorp uses the sardit arel collateral policies in making commitmentsl @onditional guarantees as for
on-balance sheet instruments. Bancorp evaluatésoestomer’s creditworthiness on a case by cads.@d® amount of collateral
obtained is based on management’s credit evaluafitme customer. Collateral held varies but majude 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 borrowingaagements. Standby letters of cre
generally have maturities of one to two years.

24




Table of Contents

(10)

(11)

STOCK YARDS BANCORP, INC. AND SUBSIDIARY

Also, as of March 31, 2014, in the normal coursbuginess, there were pending legal actions antepdings in which claims for
damages are asserted. Management, after discwsgisivlegal counsel, believes the ultimate resulthefse legal actions and
proceedings will not have a material adverse effedhe consolidated financial position or resafteperations of Bancorp.

Preferred Stock

Bancorp has a class of preferred stock (no paeyal®00,000 shares authorized), the relative sigiteferences and other terms of
which or any series within the class will be detiered by the Board of Directors prior to any issuanbdlone of this stock has been
issued to date.

Stock-Based Compensation

The fair value of all awards granted, net of esteddorfeitures, is recognized as compensationresgever the respective service
period.

Bancorp currently has one stock-based compensaliéon Initially, in the 2005 Stock Incentive Pldhere were 735,000 shares of
common stock reserved for issuance of stock bagadda. In 2010, shareholders approved an additéd@000 shares of common
stock for issuance under the plan. As of March2®1.4, there were 423,424 shares available fordudwards. Bancorp’s 1995 Stock
Incentive Plan expired in 2005; however, optiorenged 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 &gthe market value of common
stock at the time of grant; options and SARs exggreyears after the grant date unless forfeitedtdiemployment termination. No
stock options have been granted since 2007.

Grants of performance stock units (PSUs) to exeeufficers vest based upon service and a threepgréormance period which
begins January 1 of the first year of the perforoegperiod. Because grantees are not entitled/idetid payments during the
performance period, the fair value of these PSUstisnated based upon the fair value of the uniierlyhares on the date of grant,
adjusted for non-payment of dividends.

Grants of restricted stock units (RSUs) to dirextgast based upon one year of service. Becausteggaare entitled to deferred
dividend payments at the end of the vesting pethual fair value of the RSUs are estimated basati@fair value of the underlying
shares on the date of grant.

Bancorp has recognized stock-based compensati@msgpwithin salaries and employee benefits forleyaes, and within other non-
interest expense for directors, in the consolidatattments of income as follows:

For three months endec

March 31,
(in thousands) 2014 2013
Stoclk-based compensation expense before income $ 29C % 531
Less: deferred tax benefit (102) (18€)
Reduction of net income $ 18¢ $ 34t
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Bancorp expects to record an additional $1,469¢3G@ock-based compensation expense in 2014 fatyegrants outstanding as of
March 31, 2014. As of March 31, 2014, Bancorp$4$64,000 of unrecognized stock-based compensatipense that is expected to
be recorded as compensation expense over theinextefars as awards vest. Bancorp received ca$t6®,000 and $61,000 from the
exercise of options during the first three month&@14 and 2013, respectively.

The fair values of Bancorp’s stock options and SARsestimated at the date of grant using the B&atdioles option pricing model, a

leading formula for calculating the value of stagkions and SARs. This model requires the inputifective assumptions, changes
to which can materially affect the fair value esttmn The fair value of restricted shares is deitexthby Bancorp’s closing stock price
on the date of grant. The following assumptionsenesed in SAR valuations at the grant date in gaaln:

2014 2013
Dividend yield 2.94% 2.80%
Expected volatility 23.66% 22.54%
Risk free interest rai 2.22% 1.26%
Expected life of SARs 7.0 years 6.6 years

Dividend yield and expected volatility are basechastorical information corresponding to the expeldife of options and SARs
granted. Expected volatility is the volatility thfe underlying shares for the expected term onthhobasis. The risk free interest 1
is the implied yield currently available on U.Se@sury issues with a remaining term equal to tipeeted life of the options. The
expected life of options and SARs is based on aetyzerience of past like-term options. Bancorpleates historical exercise and
post-vesting termination behavior when determirimgexpected life.
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A summary of stock option and SARs activity anctedl information for the three months ended Marti2B14 follows:

Weighted
Weighted Aggregate Weighted average
Options average intrinsic average remaining
and SARs Exercise exercise value fair contractual
(in thousands) price price (in thousands) value life (in years)
At December 31, 201
Vested and exercisak 57¢ $ 20.2%26.8: $ 23.8: % 4,68t $ 5.4 3.4
Unvested 21¢€ 21.0:-24.87 22.7( 2,011 4.3¢ 7.7
Total outstanding 797 20.25-26.8: 23.5:2 6,69¢ 5.1¢ 4.€
Grantec 60 29.0¢ 29.0¢ 15¢ 5.37
Exercisec (24) 20.25-26.8: 23.0¢ 19C 5.3¢
Forfeited — — — — —
At March 31, 201«
Vested and exercisak 63t 20.25-26.8¢ 23.6¢ 5,04t 5.3¢ 3.7
Unvested 19¢ 21.03-29.0¢ 24.7: 1,372 4.5¢ 8.4
Total outstanding 83¢ 20.25-29.0F 23.9: $ 6,417 5.1F 4.8

Vested year-to-date 80 21.05-24.87 22.4¢ $ 734 4.6°

Intrinsic value for stock options and SARs is defiras the amount by which the current market pridcbe underlying stock exceeds
the exercise price.

For the periods ending December 31, 2013 and Mait¢c2014, Bancorp granted shares of restricted camstock as outlined in the
following table:

Grant date
weightec-
Number average cos
Unvested at December 31, 2012 11391 $ 22.5¢
Shares awarded 55,27¢ 22.9:
Restrictions lapsed and shares released to emslayeztors (39,909 22.2¢
Shares forfeited (4,720 23.4f
Unvested at December 31, 201 12455¢ $ 22.7
Shares awarded 39,48( 29.11
Restrictions lapsed and shares released to emslayeztors (42,937 22.6:
Shares forfeited (1,087) 23.5¢
Unvested at March 31, 2014 120,02. $ 24.9(
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Bancorp awarded performance-based restricted stoitk (PSUs) to executive officers of Bancorp, ttiree-year performance period
for which began January 1 of the award year. fohewing table outlines the PSU grants.

Vesting Expected
Grant period Fair shares to
year in years value be awarded
2012 3 20.57 22,66¢
2013 3 20.3¢ 28,57¢
2014 3 26.4: 16,67¢

In the first quarter of 2014, Bancorp awarded 3,8ricted stock units (RSUs) to directors of Bapc The RSUs vest in one year.

(12) NetIncome Per Share

The following table reflects, for the three monémeled March 31, 2014 and 2013, net income (the ratorg and average shares
outstanding (the denominator) for the basic anatelil net income per share computations:

Three months endec

March 31

(In thousands, except per share date 2014 2013
Net income $ 8,177 $ 6,76¢
Average shares outstanding 14,50¢ 13,81«
Dilutive securities 19t 37
Average shares outstanding including

dilutive securities 14,70 13,85
Net income per share, ba: $ 0.5¢ $ 0.4¢
Net income per share, dilut $ 0.5¢ $ 0.4¢

(13) Segments

Bancorp’s principal activities include commerciahlking and investment management and trust. Coaiah&anking provides a full
range of loan and deposit products to individuaistoners and businesses. Commercial banking atkalgs Bancorp’s mortgage
origination and securities brokerage activity. destment management and trust provides wealth maregeservices including
investment management, trust and estate admindstyatnd retirement plan services.
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Financial information for each business segmemects that which is specifically identifiable otadated based on an internal
allocation method. Income taxes are allocated basdtie effective federal income tax rate adjusbedny tax exempt activity. All t:
exempt activity and provision for loan losses hbgen allocated to the commercial banking segmigigiasurement of performance of
business segments is based on the managementistratBancorp and is not necessarily comparalile similar information for any
other financial institution. Information presenisdlso not necessarily indicative of the segmeuygrations if they were independent
entities.

Selected financial information by business segrfmmthe three month periods ended March 31, 20142813 follows:

Investment
Commercial management
(in thousands) banking and trust Total
Three months ended March 31, 201
Net interest incom $ 20,18. $ 47 $ 20,22¢
Provision for loan losse 35C — 35C
Investment management and trust serv — 4,56¢ 4,56¢
All other nor-interest incomt 4,89( 17 4,907
Non-interest expense 14,96: 2,582 17,54+
Income before income taxes 9,75¢ 2,05( 11,80¢
Tax expense 2,90 72€ 3,63
Net income $ 6,85¢ $ 1,321 $ 8,177
Three months ended March 31, 201
Net interest incom $ 18,42¢ $ 35 $ 18,46:
Provision for loan losse 2,32 — 2,32
Investment management and trust serv — 3,88¢ 3,88¢
All other nor-interest incomt 5,32¢ 17 5,34z
Non-interest expense 13,59( 1,98¢ 15,57¢
Income before income taxes 7,83¢ 1,94¢ 9,781
Tax expense 2,331 68¢ 3,01¢
Net income $ 5501 $ 1,261 $ 6,76¢
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Income Taxes

An analysis of the difference between the statutony effective tax rates for the three months emdath 31, 2014 and 2013 follows:

Three months ended March 31

2014 2013
U.S. federal statutory tax rate 35.(% 35.(%
Tax exempt interest incon 1.7 (2.7
Tax credits (1.6) (0.7)
Cash surrender value of life insurar (2.0 (2.9
State income taxe 1.C 1.C
Other, net 0.1 —
Effective tax rate 30.8% 30.8%

US GAAP provides guidance on financial statemeobgaition and measurement of tax positions takeexpected to be taken, in tax
returns. As of March 31, 2014 and December 313281 gross amount of unrecognized tax benefis$4&,000 and $41,000,
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 is currently under IRS examination of @4 2 corporate income tax return. Management doeexpect that the results of t
examination will have a material effect on our figgl condition. While management believes tasifions are appropriate, the IRS
could challenge Bancorp’s positions as a partisfélkamination. Federal and state income taxmetare subject to examination for
the tax return years after 2009.

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefithaome tax expense. As of March 31,
2014 and December 31, 2013, the amount accruatdqrotential payment of interest and penalties $&800 and $2,000,
respectively.

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 appnosasuring fair value when required by US GAAPe Ghidance prescribes
various disclosures about financial statement categand amounts which are measured at fair vleach disclosures are not
already specified elsewhere in US GAAP.
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The authoritative guidance defines fair value asptice that would be received to sell an assphaat to transfer a liability in an
orderly transaction between participants at thesmesament 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:

e Level 1: Valuation is based upon quoted pricesdentical instruments traded in active markets.

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

*« Level 3: Valuation is generated from model-basathhiques that use significant assumptions notreabke in the market. These
unobservable assumptions would reflect internanedes of assumptions that market participants @ask in pricing the asset or
liability. Valuation techniques could include prigimodels, discounted cash flows and other sirtgletiniques.

Authoritative guidance requires maximization of eé@bservable inputs and minimization of use aflservable inputs in fair value
measurements. Where there exists limited or noreabke market data, Bancorp uses its own estinganerally considering
characteristics of the asset/liability, the currecdnomic and competitive environment and otheiofacFor this reason, results cannot
be determined with precision and may not be redl@®ean actual sale or immediate settlement oftiset 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 thaiegation of lower of cost or market adjustmentswite-downs of specific assets.

The portfolio of investment securities available $ale is comprised of U.S. Treasury and otherddx®rnment obligations, debt
securities of U.S. government-sponsored corporafiorortgage-backed securities, obligations of statkpolitical subdivisions and
corporate equity securities. Corporate equity stes, included in the 2014 table, are priced ggjooted prices of identical securities
in an active market. These measurements arefadaisas Level 1 in the hierarchy above. All oteecurities are priced using standard
industry models or matrices with various assumpstisunch as yield curves, volatility, prepayment gigedefault rates, time value,
credit rating and market prices for the instrumentese assumptions are generally observable iménket place and can be derived
from or supported by observable data. These measunts are classified as Level 2 in the hierarclovab

Interest rate swaps are valued using primarily Leviaputs. Fair value measurements are obtaireed &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 2014.
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Below are the carrying values of assets measurdratalue on a recurring basis.

Fair value at March 31, 2014

(in thousands) Total Level 1 Level 2 Level 3

Assets

Investment securities available for sali

U.S. Treasury and other U.S. government obliga $ 40,00C $ — $ 40,00C $

Government sponsored enterprise obligat 156,35 — $ 156,35

Mortgagebacked securitie- government agencie 173,28 — 173,28

Obligations of states and political subdivisic 69,50¢ — 69,50¢

Corporate equity securities 1,04z 1,04z —

Total investment securities available for sal 440,18: 1,04z 439,14.

Interest rate swaps 37¢ — 37¢

Total assets $ 440,56: $ 1,04: $ 439,52. $

Liabilities

Interest rate swaps $ 32z % — $ 32z $
Fair value at December 31, 201

(in thousands) Total Level 1 Level 2 Level 3

Assets

Investment securities available for sali

U.S. Treasury and other U.S. government obliga $ 110,00 $ — $ 110,000 $

Government sponsored enterprise obligat 137,84! — % 137,84!

Mortgagebacked securitie- government agencie 172,69: — 172,69:

Obligations of states and political subdivisions 69,49: — 69,49:

Total investment securities available for sal 490,03: — 490,03:

Interest rate swaps 29¢ — 29¢

Total assets $ 490,33 $ — $ 490,33( $

Liabilities

Interest rate swaps $ 27t $ — $ 27 $
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Bancorp did not have any financial instrumentssifaed within Level 3 of the valuation hierarchy fassets and liabilities measured at
fair value on a recurring basis at March 31, 200Becember 31, 2013.

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 mousrporates assumptions that market participaotddvuse in estimating future r
servicing income. These measurements are classifi¢egvel 3. At March 31, 2014 and December 31328ere was no valuation
allowance for the mortgage servicing rights, asfétirevalue exceeded the cost. Accordingly, theRd%re not included in either table
below for March 31, 2014 or December 31, 2013.

Mortgage loans held for sale are recorded at terd@f cost or market value. The portfolio is coised of residential real estate loans
and fair value is based on specific prices of ulyitey contracts for sales to investors. These messents are classified as Level 2.
Because the fair value of the loans held for sateeded carrying value, mortgage loans held f@& asd not included in either table
below for March 31, 2014 or December 31, 2013.

Other real estate owned, which is carried at theetaf cost or fair value, is periodically assesdmpairment 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, accordingbget measurements are classified as Level 3. Athvail, 2014 and December 31,
2013, the carrying value of other real estate owmasl $2,933,000 and $5,590,000, respectively. 1Qd# estate owned is not
included in either table below, as the fair valti¢he properties exceeded their carrying value atd 31, 2014 and December 31,
2013.

For impaired loans in the table below, the fairueais calculated as the carrying value of only $oaith a specific valuation allowance,
less the specific allowance. As of March 31, 2Q&thl impaired loans with a valuation allowanceev$8.4 million, and the specific
allowance totaled $1.3 million, resulting in a faalue of $7.1 million, compared to total impaitedns with a valuation allowance of
$10.6 million, and the specific allowance allocattotaling $1.5 million, resulting in a fair vale¢ $9.1 million at December 31, 201
The losses represent the change in the specifizatices for the period indicated.

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

Losses for 3 montt

Fair value at March 31, 2014 period ended
(in thousands) Total Level 1 Level 2 Level 3 March 31, 2014
Impaired loans $ 7,102 $ — $ — $ 7,102 $ (180)
Losses for 3 montt
Fair value at December 31, 201 period ended
(in thousands) Total Level 1 Level 2 Level 3 March 31, 2013
Impaired loans $ 9,12¢ $ — 3 — $ 9,12¢ $ (928)

In the case of the securities portfolio, Bancormitors the valuation technique utilized by pricigencies to ascertain when transfers
between levels have occurred. The nature of timairng assets and liabilities is such that traissfeand out of any level are expec
to be rare. For the three months ended March@®14,2here were no transfers between Levels 1Ir, 2, 0
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Fair Value of Financial Instruments

The following table presents the carrying amouessimated fair values, and placement in the fdwevaierarchy of financial

instruments not measured at fair value on a reagier non-recurring basis at March 31, 2014 andebder 31, 2013.

Carrying

(in thousands) Amount Fair Value Level 1 Level 2 Level 3
March 31, 2014
Financial assets
Cash and shc-term investment $ 82,95 $ 82,95« 82,95¢ — —
Mortgage loans held for sa 3,47: 3,60( — 3,60( —
Federal Home Loan Bank stock and other

securities 7,347 7,347 — 7,347 —
Loans, ne 1,700,02! 1,713,56: — — 1,713,56;
Accrued interest receivab 5,65¢ 5,65¢ 5,65¢ — —
Financial liabilities
Deposits $ 1,987,388 $ 1,989,14 — 1,989,14 —
Shor-term borrowings 71,18¢ 71,18« — 71,18¢ —
FHLB advance:! 34,28¢ 35,071 — 35,071 —
Accrued interest payable 12¢ 12¢ 12¢ — —

Carrying

(in thousands) Amount Fair Value Level 1 Level 2 Level 3
December 31, 201.
Financial assets
Cash and shc-term investment $ 70,77C $ 70,77( 70,77( — —
Mortgage loans held for sa 1,757 1,817 — 1,815 —
Federal Home Loan Bank stock and other

securities 7,341 7,341 — 7,347 —
Loans, ne 1,692,82! 1,703,29: — — 1,703,29.
Accrued interest receivab 5,71 5,71 5,71 — —
Financial liabilities
Deposits $ 198093 $ 1,983,02 — 1,983,02 —
Shor-term borrowings 117,91( 117,91( — 117,91( —
FHLB advance:! 34,32¢ 35,16¢ — 35,16¢ —
Accrued interest payable 12¢ 12¢ 12¢ — —

Management used the following methods and assungptidestimate the fair value of each class ohfife instrument for which it is

practicable to estimate the value.

Cash, short-term investments, accrued interest redgble/payable and short-term borrowings

For these short-term instruments, carrying amauatreasonable estimate of fair value.
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Federal Home Loan Bank stock and other securities
For these securities without readily available reaislalues, the carrying amount is a reasonablmattiof fair value.
Mortgage loans held for sale

The fair value of mortgage loans held for saleeedmined by market quotes for similar loans basebban type, term, rate, size and
the borrower’s credit score.

Loans, net

US GAAP prescribes the exit price concept for eating fair value of loans. Because there is najuad market (exit price) for
trading predominant types of loans in Bancenportfolio, fair value of loans is estimated bgadiunting future cash flows using curr
rates at which similar loans would be made to heers with similar credit ratings and for the sammaining maturities (e.g. entrance
price).

Deposits

Fair value of demand deposits, savings accountscariain money market deposits is the amount gayabdemand at the reporting
date. Fair value of fixed-rate certificates of dgipois estimated by discounting future cash flosing the rates currently offered for
deposits of similar remaining maturities.

Federal Home Loan Bank advances

Fair value of FHLB advances is estimated by distiogrfuture cash flows using estimates of curreathat rate for instruments with
similar terms and remaining maturities.

Commitments to extend credit and standby letters ofredit

Fair values of commitments to extend credit argreged using fees currently charged to enter iimtdlar agreements and the
creditworthiness of the customers. Fair valuegaridby letters of credit are based on fees cugrehthrged for similar agreements or
estimated cost to terminate them or otherwiseesetiligations with counterparties at the reportiage. Fair value of commitments to
extend credit, letters of credit and lines of créxlhot presented since management believes itheafae to be insignificant.

Limitations

Fair value estimates are made at a specific poititrie based on relevant market information andrinfition about financial
instruments. Because no market exists for a siamfiportion of Bancorp’s financial instrumentsr falue 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 mattersgoifificant judgment and therefore
cannot be determined with precision. Thereforesudated fair value estimates in many instances aaoé substantiated by compari
to independent markets and, in many cases, malyenaalizable in a current sale of the instrumétianges in assumptions could
significantly affect estimates.

Regulatory Matters

Bancorp and the Bank are subject to various ca@tplirements prescribed by banking regulationsaaimdinistered by state and
federal banking agencies. Under these requiremBats;orp and the Bank must
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meet minimum amounts and percentages of Tier ltatadl capital, as defined, to risk weighted asaets Tier | capital to average
assets. Risk weighted assets are determined byiagmertain risk weightings prescribed by the tatjans to various categories of
assets and otfalance sheet commitments. Capital and risk weibhssets may be further subject to qualitative juelgis by regulato
as to components, risk weighting and other facteaiure to meet the capital requirements can t@swertain mandatory, and possi
discretionary, corrective actions prescribed byr#wulations or determined to be necessary byebelators, which could materially
affect the unaudited consolidated financial stat@meBancorp and the Bank met all capital requirgsi&o which they were subject as
of March 31, 2014.

The following table sets forth consolidated Bant®gnd the Bank’s risk based capital amounts atidsras of March 31, 2014 and
December 31, 2013.

Minimum for adequately Minimum for well
Actual capitalized capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
March 31, 2014
Total risk-based capital (1
Consolidatec $ 258,02t 13.7% $ 150,45. 8.0(% NA NA
Bank 248,29t 13.2%% 150,02¢ 8.0(%$ 187,53 10.0(%
Tier | risk-based capital (1
Consolidatec $ 234,45¢ 124%$ 75,207 4.0(% NA NA
Bank 224,79t 11.9% 74,99 40%$ 112,49. 6.0(%
Leverage (2
Consolidatec $ 234,45! 10.0% $  70,33¢ 3.0(% NA NA
Bank 224,79t 9.61% 70,17¢ 3.0(%$ 116,95¢ 5.0(%
December 31, 201:
Total risk-based capital (1
Consolidatec $ 252,17. 13506 % 148,99 8.0(% NA NA
Bank 239,57 12.9(% 148,57! 8.0(%$ 185,71 10.0(%
Tier | risk-based capital (1
Consolidatec $ 228,82 12.2%$  74,47¢ 4.0(% NA NA
Bank 219,29¢ 11.65% 75,29¢ 40%%$ 112,94 6.0(%
Leverage (2
Consolidatec $ 228,82 9.7%$  70,40¢ 3.0(% NA NA
Bank 219,29¢ 9.24% 71,20! 3.0(%$ 118,66¢ 5.0(%

(1) Ratio is computed in relation to risk-weighted asse
(2) Ratio is computed in relation to average assets.
NA — Not applicable. Regulatory framework does define well capitalized for holding companies.
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Item 2. Managemens Discussion and Analysis of Financial Conditiod &esults of Operations

This item discusses the results of operations fockSYards Bancorp, Inc. (“Bancorp” or “Companydhd its subsidiary, Stock Yards Ban}
Trust Company (“Bank”) for the three months endeardh 31, 2014 and compares this period with theegaeniod of the previous year.
Unless otherwise indicated, all references indissussion to the Bank include Bancorp. In addjttbe discussion describes the significant
changes in the financial condition of Bancorp drelBank that have occurred during the first threatims of 2014 compared to the year
ended December 31, 2013. This discussion shoutddgkin conjunction with the unaudited consoliddiedncial statements and
accompanying notes presented in Part 1, Item hisfeport.

At the annual meeting on April 23, 2014, sharehadpproved a resolution to amend Bancorpstated articles of incorporation to chang
name from S.Y. Bancorp, Inc. to Stock Yards Bancbrp. The primary reason for the name changetwastter align the identity of
Bancorp with its subsidiary bank, Stock Yards B&nkrust Company.

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

Overview of 2014 through March 31

Bancorp completed the first quarter of 2014 wittorel net income of $8.18 million or 21% more thia@ tomparable period of 2013. The
increase is primarily due to a lower provision lfwain losses, higher net interest income and sligtiher noninterest income, partially offs
by higher non-interest expenses and resultant higheme tax expense. Diluted earnings per starthé first quarter of 2014 were $0.56,
compared to the first quarter of 2013 at $0.4%:luded in the results for the first quarter of 2@las a $343,000 net gain on sale of forecl
assets.

As is the case with most banks, the primary soaf@ancorp’s revenue is net interest income and feem various financial services
provided to customers. Net interest income iddifference between interest income earned on laamsstment securities and other interest
earning assets less interest expense on depositrégs@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 fsaand rates paid on deposits directly impact
profitability. Business volumes are influenceddwerall economic factors including market intemagés, business spending, consumer
confidence and competitive conditions within therkegplace.

Net interest income increased $1,765,000, or 9f6#4he first three months of 2014, compared tosdme period in 2013. The net intel
margin declined to 3.76% for the first quarter 612, compared to 3.83% for the same period in 20h8.negative effect of declining inter
rates earned somewhat offset the positive efferiaréased volumes on earning assets. In thelfourrter of 2013, Bancorp redeemed $30
million of subordinated debentures which carrigate of 10.00%; this accounted for the majorityhaf interest expense savings. To a lesser
extent, interest expense declined due to lowesansdeposits and FHLB borrowings arising from low¢erest rates and a more favorable
deposit mix.
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Also favorably impacting 2014 results, Bancorp’evision for loan losses was $350 thousand in tis¢ djuarter compared to $2.3 million in
the first quarter of 2013, in response to Bancoagsessment of risk in the loan portfolio. Thevimion for loan losses is calculated after
considering credit quality factors, and ultimatedlies on an overall internal analysis of the riskhe loan portfolio. Bancorp’s allowance for
loan losses was 1.65% of total loans at March 8142compared to 1.66% of total loans at DecembeR@13, and 2.00% at March 31, 2C

Total noninterest income in the first quarter of 2014 inseh$247,000 compared to the same period in 2@H3eanained consistent at 3.
of total revenues. Increases in investment manageamal trust services and service charges on degmziunts contributed to the growth,
partially offset by a decrease in mortgage bankawgnue and brokerage commissions.

Total non-interest expense in the first quarte2@f4 increased $1,965,000, or 12.6%, comparecetedme period in 2013 due to increases in
salaries and benefits, net occupancy, data progeasid other non-interest expenses. These incraaseartially offset by gains on sale of
foreclosed assets. Bancorp’s efficiency ratichim first quarter of 2014 was 56.00% compared wWitfl76% in the first quarter last year.

Tangible common equity (TCE), a non-GAAP measw®, ineasure of a company’s capital which is usefelaluating the quality and
adequacy of capital. The ratio of tangible commauity to total tangible assets was 9.96% as of M&%L, 2014, compared to 9.50% at
December 31, 2013. See the Non-GAAP Financial Meassection for details on reconcilement to US ®AAeasures.

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

Net income of $8,177,000 for the three months ermdarth 31, 2014 increased $1,409,000, or 20.8% 6,768,000 for the
comparable 2013 period. Both basic and dilutednueime per share was $0.56 for the first quat@0d4, an increase of 14.3% from
the $0.49 for the first quarter of 2013. Basic dildted net income per share did not increasheasame rate as net income due to the
issuance of 531,288 shares in the second quarBf1d for the Oldham transaction. Also, Bancolpgher stock price in the first
quarter of 2014 as compared to 2013 is the prirfeantpr for more dilutive shares. See Note 12 fiditonal information related to net
income per share.

Reflecting increased net income, annualized reduraverage assets and annualized return on avetiadeéolders’ equity were 1.41%
and 14.14%, respectively, for the first quarteR014, compared to 1.30% and 13.18%, respectivehthe same period in 2013.

Net Interest Income

The following tables present the average balaneetstor the three month periods ended March 314 20id 2013 along with the
related calculation of tax-equivalent net inteiesbme, net interest margin and net interest spi@aithe related periods. See the notes
following the tables for further explanation.
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Average Balances and Interest Rates — Taxable Equlent Basis

Three months ended March 31

2014 2013
Average Average Average Average
(Dollars in thousands) balances Interest rate balances Interest rate
Earning assets:
Federal funds sol $ 96,77( 79 0.32%$ 110,47: $ 8C 0.2%%
Mortgage loans held for sa 2,78: 31 4.52% 7,851 64 3.31%
Securities
Taxable 323,89: 1,77( 2.22% 229,93t 1,311 2.31%
Tax-exempt 59,24: 42¢ 2.92% 47,29 38¢ 3.34%
FHLB stock and other securiti 7,347 67 3.7(% 6,18( 59 3.87%
Loans, net of unearned income 1,717,117 19,48( 4.6(% 1,577,39 19,18( 4.92%
Total earning assets 2,207,20! 21,85 4.02% 1,979,122 21,08 4.32%
Less allowance for loan losses 29,08: 32,85(
2,178,12 1,946,27:
Non-earning asset:
Cash and due from ban 35,43( 31,68¢
Premises and equipme 39,57 36,43¢
Accrued interest receivable and ot
assets 93,18¢ 91,59¢
Total assets 2,346,31. $ 2,105,99
Interest bearing liabilities:
Deposits:
Interest bearing demand depo: $ 481,31 131 0.17%$ 337,84: $ 85 0.1(%
Savings deposil 103,63 10 0.0% 86,29¢ 9 0.04%
Money market deposi 617,72 307 0.2(% 561,50t 29¢ 0.22%
Time deposit: 349,63: 692 0.8(% 375,70 94¢€ 1.02%
Securities sold under agreements
repurchasi 60,89¢ 34 0.22% 57,33t 35 0.25%
Fed funds purchased and other short
term borrowings 16,65« 6 0.15% 19,64: 8 0.17%
FHLB advance! 34,30: 19€ 2.32% 31,87¢ 217 2.7¢%
Long-term debt — — — 30,90( 773 10.15%
Total interest bearing
liabilities 1,664,16 1,37¢ 0.34% 1,501,10: 2,372 0.64%
Non-interest bearing liabilities:
Non-interest bearing demand
deposits 421,51 371,59¢
Accrued interest payable and other
liabilities 26,04¢ 25,09
Total liabilities 2,111,72 1,897,79!
Stockholders equity 234,58 208,20:
Total liabilities and
stockholders’ equity $ 2,346,31 $ 2,105,99
Net interest income 20,47: $ 18,71
Net interest spread 3.6&% 3.6&%
Net interest margin 3.76% 3.87%
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Notes to the average balance and interest ratestabl

Net interest income, the most significant compomérBancorp’s earnings, is total interest inconss liotal 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 wed9¥®O0 and $248,000,
respectively, for the three month periods endedch&d, 2014 and 2013.

*  Average balances for loans include the principéi@e of non-accrual loans and exclude participat@ans accounted for as
secured borrowings.

Fully taxable equivalent net interest income of $2@illion for the three months ended March 31,£20ttreased $1.8 million, or
9.4%, from $18.7 million when compared to the s@meod last year. Net interest spread and netdstenargin were 3.68% and
3.76%, respectively, for the first quarter of 2@ 3.68% and 3.83%, respectively, for the firgrtpr of 2013.

Net interest income for the first quarter of 20&dlided approximately $140 thousand for accretidiaio value adjustments related to
the Oldham transaction. Adjusting for this addiibincome, Bancorp’s more normalized or core nigrest margin was 3.72% for the
first quarter of 2014. The table below shows ttestmecent five quarters of net interest margin @@ net interest margin. See the
Non-GAAP Financial Measures section for details@ronciliation to US GAAP measures. Managementhes these core margins
better reveal the pressure of a low interest mwr@nment and a highly competitive loan market] @&rexpects margin compression to
diminish in 2014.

3/31/2014 12/31/201: 9/30/2013 6/30/2013 3/31/2013
Net interest margi 3.7¢% 3.61% 3.7% 3.7% 3.8%
Prepayment penalties / late char -0.01% -0.0€% -0.0€% -0.04% -0.0€%
Interest adjustment on n-accrual loar — — -0.07% — —
Accretion of fair value adjustments -0.02% -0.02% -0.02% -0.02% —
Core net interest margin 3.72% 3.55% 3.65% 3.6€% 3.71%

Approximately $611 million, or 35%, of Bancorp’sales are variable rate; most of these loans arex@uti® the prime rate and may
reprice as that rate changes. However, approxim®B829 million of variable rate loans have reactwsr contractual floor of 4% or
higher. Approximately $117 million of variable edbans have contractual floors below 4%. The eimg $165 million of variable

rate loans have no
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contractual floor. Bancorp intends to establisloffowhenever possible upon acquisition of new ensts. Bancorp’s variable rate
loans are primarily comprised of commercial linésredit and real estate loans. At inception, ned€ancorp’s fixed rate loans are
priced in relation to the five year Treasury bond.

Average earning assets for the first three montt20®4 increased $228.1 million, or 11.5% to $2billon, compared to $1.98 billion
for the same period of 2013, reflecting growthha toan portfolio and investment securities. Ageraterest bearing liabilities for the
first three months of 2014 increased $163.0 miJlimn10.9% to $1.66 billion compared to $1.50 biilifor the same period of 2013,
primarily due to increases in interest bearing deireend money market deposit accounts.

Asset/Liability Management and Interest Rate Risk

Managing interest rate risk is fundamental forfthancial services industry. The primary objectdfénterest rate risk management is
to neutralize effects of interest rate changesainntome. By considering both on and off-balarteses financial instruments,
management evaluates interest rate sensitivityevaitempting to optimize net interest income witthia constraints of prudent capital
adequacy, liquidity needs, market opportunities e@mstomer requirements.

Interest Rate Simulation Sensitivity Analysis

Bancorp uses an earnings simulation model to etgiarad evaluate the impact of an immediate chamg#erest rates on earnings in a
one year forecast. The simulation model is desigoedflect the dynamics of interest earning assetsrest bearing liabilities and off-
balance sheet financial instruments. By estimatiegeffects of interest rate increases and desetismemodel can reveal approximate
interest rate risk exposure. The simulation moslelsed by management to gauge approximate resudts g specific change in inten
rates at a given point in time. The model is tfeeea tool to indicate earnings trends in giveeriest rate scenarios and does not
indicate actual expected results.

The March 31, 2014 simulation analysis, which sheery little interest rate sensitivity, indicatést an increase in interest rates of
100 to 200 basis points would have a negative effemet interest income, and a decrease of 108 pasts in interest rates would
also have a negative impact. These estimates ammatized below.

Net interest
income change

Increase 200bp (5.729)%
Increase 100b (4.03)
Decrease 100k (2.17
Decrease 200k N/A

Loans indexed to the prime rate, with floors of déhigher, comprise approximately 19% of total lmasince the prime rate is
currently 3.25%, rates would have to increase rttrae 75 bp before the rates on such loans will ridgis effect, captured in the
simulation analysis above, negatively impacts ffeceof rising rates.

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

Undesignated derivative instruments described itedaare recognized on the consolidated balanast shéair value, with changes in
fair value, due to changes in prevailing interasts, recorded in other non-
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interest income. Because of matching terms of tiffggcontracts, in addition to collateral provissowhich mitigate the impact of non-
performance risk, changes in fair value subsequeeinitial recognition have a minimal effect on eiags, and are therefore not
included in the simulation analysis results above.

Derivatives designated as cash flow hedges desthibote 6 are recognized on the consolidatednsalaheet at fair value, with
changes in fair value, due to changes in prevaihitgyest rates, recorded net of tax in other caing@nsive income.

Provision for Loan Losses

The provision for loan losses was $350 thousanthi®ffirst three months of 2014 compared to $28anifor the same period in
2013. The allowance for loan losses is calculafeat considering credit quality factors, and ulitely relies on an overall internal
analysis of the risk in the loan portfolio. Basedthis analysis, provisions for loan losses aremehed and recorded. The provision
reflects an allowance methodology that is drivenibl ratings, historical losses, and qualitatiaetérs. The levels of non-performing,
special mention and substandard loans continuedredse and many key indicators of loan qualityicoa to show improvement.
Bancorp intends to continue with its historicalbnservative stance toward credit quality, remairiagtious in assessing the potential
risk in the loan portfolio.

Management utilizes loan grading procedures whaslilt in specific allowance allocations for tharaated inherent risk of loss. For
all loans graded, but not individually reviewedjemeral allowance allocation is computed usingofactypically developed over time
based on actual loss experience. The specific andrgl allocations plus consideration of quali@fiactors represent management’s
best estimate of probable losses contained inodue portfolio at the evaluation date. Although @ilewance for loan losses is
comprised of specific and general allocations ahiire allowance is available to absorb any chegies. Based on this detailed
analysis of credit risk, management considers llbevance for loan losses adequate to cover proldabes inherent in the loan
portfolio at March 31, 2014.

An analysis of the changes in the allowance fon loases and selected ratios for the three montbdseended March 31, 2014 and

2013 follows:

Three months ended March 3!
(Dollars in thousands) 2014 2013
Balance at the beginning of the per $ 28,52 $ 31,88:
Provision for loan losse 35C 2,32¢
Loan charge-offs, net of recoveries (2817) (2,189
Balance at the end of the period $ 28,59, $ 32,02:
Average loans, net of unearned income $ 1,726,611 $ 1,585,32
Provision for loan losses to average loans (1) 0.02% 0.15%
Net loan charc-offs to average loans (1) 0.02% 0.14%
Allowance for loan losses to average loans 1.66% 2.02%
Allowance for loan losses to period-end loans 1.65% 2.0(%

(1) Amounts not annualized
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Loans are charged off when deemed uncollectibleadinds 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 collateral analysis.

An analysis of net charge-offs by loan categorytii@rthree month periods ended March 31, 2014 848 tllows:

(in thousands)

Three months
ended March 31

Net loan chargeoffs (recoveries) 2014 2013

Commercial and industri; 9 $ 29
Construction and development, excluding undeveldaed — 2,00(
Undeveloped lan — (164
Real estate mortga¢- commercial investmet 37 (13
Real estate mortga¢- owner occupied commerci 94 38
Real estate mortga¢ 1-4 family residentia 145 251
Home equity (D) 45
Consumer 17 (2)
Total net loan charge-offs 281 $ 2,18¢
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Non-interest Income and Expenses

The following table sets forth the major componeaftaon-interest income and expenses for the threxeth periods ended March 31,
2014 and 2013.

Three months
ended March 31

(dollars in thousands) 2014 2013 Change %

Non-interest income

Investment management and trust serv $ 4,56¢ $ 3,88t $ 682 17.€%
Service charges on deposit accot 2,10z 2,00( 10z 5.2%
Bankcard transaction reven 1,07t 961 114 11.%%
Mortgage banking revent 58¢ 1,18( (592 -50.2%
Brokerage commissions and fe 50t 61t (110 -17.%
Bank owned life insurance incor 23€ 252 (16) -6.3%
Other 40C 334 66 19.8%
Total non-interest income $ 9,47t $ 9,22¢ $ 247 2.7%
Nor-interest expense
Salaries and employee bene $ 11,11¢ $ 9,651 $ 1,461 15.1%
Net occupancy expen: 1,55¢ 1,231 32t 26.2%
Data processing expen 1,56( 1,35¢ 204 15.(%
Furniture and equipment exper 26¢ 291 (23 -7.%
FDIC insurance expen: 342 35C (8) -2.3%
Gain on other real estate owr (349 (35 (30¢) *
Other 3,04¢ 2,72¢ 314 11.5%
Total non-interest expenses $ 17,54: % 15,57¢ % 1,96¢ 12.€%

(*) - Amount exceeds 100%
Total non-interest income increased 247,000, dv2ii the first quarter of 2014 compared to thesg®@riod in 2013.

The largest component of non-interest income isstment management and trust revenue. The magmfudeestment management
and trust revenue distinguishes Bancorp from atbermunity banks of similar asset size. Along with effects of improving
investment market conditions in 2013 and 2014, dhés of Bancorp continued to grow through atteactf new business and retent
of existing business. Trust assets under managdwotated $2.28 billion at March 31, 2014, compat@$2.01 billion at March 31,
2013. Investment management and trust servicesnacwhich constitutes an average of 40% of norréistancome, increased
$682,000, or 17.6%, for the first quarter of 20bnpared to the same period in 2013, primarily duart increased market value of
assets under management, net new business, andrease in one-time executor fees. Recurring felkigh generally comprise over
95% of the investment management and trust revemcreased 14% for the first quarter of 2014, coragdo the first quarter of 201
Most recurring fees earned for managing accouetbased on a percentage of market value on a nydsakls. While fees are based
on market values, they typically do not fluctuate
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directly with the overall stock market, as accouwrgsally contain fixed income and equity assetsdaswhich generally react inversely
to each other. Some revenues of the investmenageament and trust department, most notably exedaturance, and some
employee benefit plan-related fees, are non-rawgiiri nature and the timing of these revenues spomeds with the related
administrative activities. Non-recurring fees e&sed $152,000 for the first three months of 26apared to the same period of
2013.

Service charges on deposit accounts increased®IMJr 5.2%, in the first quarter of 2014, as cared to the same period in 2013.
Service charge income is driven by transaction meluwhich can fluctuate throughout the year, ingeddn 2014 due to addition of
accounts in the Oldham transaction. A significarhponent of service charges is related to feesedasn overdrawn checking
accounts. While this source of income has expeeiérm modest increase, management expects itliaasbghtly in 2014 due to
anticipated changes in customer behavior and isetteegulatory restrictions.

Bankcard transaction revenue increased $114,000L.68%6, for the first quarter of 2014, as compdcoethe same period in 2013 and
primarily represents income Bancorp derives frostamers'use of debit cards. This category reflects a chamghe manner in whic
bankcard revenue and expense are received andlegcoy Bancorp, related to the selection of a namkbard processor. Bancorp’s
new processor provides more detailed informatigrarging related income and expense. As a redinhing in mid-2013,
information previously recorded as net revenuelde®s grossed up to more accurately reflect incamesapense. This more detailed
information is not available for prior periods ahdis impacts the comparability of the informationam absolute basis for revenue and
expense. Itis, however, comparable on a net b&saskcard income, net of bankcard expenses vdrielecorded in data processing
expenses, was $632,000 for the first quarter ofig6@mpared to $660,000 for the same period of 201# net decrease in 2014
primarily reflects a decrease in the interchangesreeceived, partially offset by increased volwh&ansactions. Most of this revenue
is interchange income based on rates set by segpraséders in a competitive market. Beginning in@er 2011, this rate was set by
the Federal Reserve Board for banks with over $lli6rbin assets. While this threshold indicatesnBorp will not be directly affecte
this change has affected Bancorp and other simpitgzkd institutions as vendors gravitate to loe@st interchanges. While there are
many uncertainties about its effect or ultimatelyew these changes may take place, the Dodd-Frgiskaliion will negatively affect
this source of income. Volume, which is depenadentonsumer behavior, is expected to increase glolWbwever, management
expects interchange rates to decrease, resultimgame from this source to remain consistent \atiels experienced in 2013.

Mortgage banking revenue primarily includes gainsales of mortgage loans. Bancorp’s mortgage bgriépartment originates
residential mortgage loans to be sold in the semgnisharket. Interest rates on the loans sold aieshkb with the borrower and investor
prior to closing the loans, thus Bancorp bearsterést rate risk related to these loans. Therttepat offers conventional, VA and
FHA financing, for purchases and refinances, as ageprograms for first time home buyers. Interagts on mortgage loans directly
impact the volume of business transacted by thegage banking division. Mortgage banking reveneerélased $592,000, or 50.2%,
in the first quarter of 2014 compared to the saeréop of 2013. Market rates for mortgage loansdased since the first quarter of
2013, resulting in 88% lower volume of refinancé\aty in 2014 compared to 2013. Declines in rafige activity reflect national
trends, as fewer borrowers remain in the markegpleith incentive to refinance. Lower purchase vaduiue in part to severe winter
conditions also dampened home-buying activity tgfmut most of the first quarter.

Brokerage commissions and fees decreased $11@000,9%, in the first quarter of 2014 comparethi®same period of 2013,
corresponding to overall brokerage volume. Broffereommissions and fees earned consist primariyoak, bond and mutual fund
sales as well as wrap fees on accounts. Wrap fees
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are charges for investment programs that bundletheg a suite of services, such as brokerage,@gyiesearch, and management,
and based on a percentage of assets. In the squartér of 2013, the departure of two brokersltedun a decline of accounts, many
of which included wrap fees. However, after coasition of related expenses, the decline in netmefor the first quarter of 2014
was approximately $16,000 compared to the samegefi2013. Bancorp deploys its brokers primatilsotigh its branch network,
while larger managed accounts are serviced innbestment management and trust department.

Bank owned life insurance (BOLI) income totaled 20 for the first three months of 2014, compace$i252,000 for the same
period in 2013. BOLI represents the cash surrendkere for life insurance policies on certain keypboyees who have provided
consent for Bancorp to be the beneficiary of aipordf such policies. Any proceeds received uridempolicies and the related change
in cash surrender value are recorded as non-int@sne. This income helps offset the cost ofores employee benefits.

Other non-interest income increased $66,000, @%09in the first quarter of 2014 as compared tostr@e period in 2013, due to a
variety of other factors, none of which are indivadly significant.

Total non-interest expenses increased $1,965,0Q2,.6%, for the first quarter of 2014 as compdcethe same period in 2013.

Salaries and benefits are the largest componemeinterest expenses and increased $1,461,008. D¥olfor the first quarter of 2014
compared to the same period of 2013, largely duecteased staffing levels, higher bonus accruelenal increases in salaries and
higher health insurance costs, partially offsetdwyer stock-based compensation expense. In thiedfirarter of 2014, Bancorp
recorded an adjustment to expense related to peafuce stock units, decreasing stock-based compaemégt $185,000. Increased
staffing levels included senior staff with higher gapita salaries in investment management ast] tamding and operational
functions as well as staff increases resulting ftbenOldham transaction. At March 31, 2014, Bandwg 522 full-time equivalent
employees compared to 488 at March 31, 2013.

Net occupancy expense increased $325,000, or 2&m4e first quarter of 2014, as compared to #maes period of 2013, largely due
to a $150,000 non-recurring rent refund on a leéaeitity which lowered rent expense in the firstagter of 2013, increases in rent and
depreciation expense attributable to four addifidomzations as a result of the Oldham transactma unusually high maintenance ci

in 2014 related to the severe winter.

Data processing expense increased $204,000 or 1iB.0% first quarter of 2014, as compared to #maes period of 2013. As noted
above during 2013, Bancorp began recording barkreaenue and expense gross; this information wasqusly conveyed net. The
reported expense related to bank card activityesmed $141,000 for the first quarter of 2014 coebés the same period in 2013 due
to this change. This category also includes orggoomputer equipment maintenance costs relatad/esiments in new technology
needed to improve the pace of delivery channelsraednhal resources.

Furniture and equipment expense was $268,000 ifirgteuarter of 2014, compared to $291,000 fersame period in 2013, due to a
variety of factors, none of which is individualligsificant. Costs of capital asset additions flinough the statement of income over
the lives of the assets in the form of depreciatinpense.
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FDIC insurance expense was $342,000 in the firattguof 2014, compared to $350,000 for the samieg@ 2013. The assessment
is calculated by the FDIC and adjusted quarteflige decline in expense is due primarily to a reidudn the assessment rate, which
was driven by improved credit metrics in 2013.

Gains on other real estate owned (OREO) totale® $80 for the first quarter of 2014, compared t6,880 for the same period in
2013. Bancorp liquidated several properties atggrgreater than their carrying values in the §strter of 2014 resulting in gains on
foreclosed assets.

Other non-interest expenses increased $314,000.5%dlin the first quarter of 2014, as compared&same period in 2013, due
largely to increases of $147,000 in core deposinigible amortization, $85,000 in losses relatedetoit cards, and $74,000 in bank
franchise taxes. This category also includes lagédlprofessional fees, advertising, printing, raad telecommunications, none of
which had individually significant variances.

Income Taxes

In the first quarter of 2014, Bancorp recorded medax expense of $3,632,000, compared to $3,009¢00he same period in 2013.
The effective rate for the three month periods dridarch 31, 2014 and 2013 were both 30.8%.

Commitments

Bancorp uses a variety of financial instrumentth&normal course of business to meet the finameadls of its customers. These
financial instruments include commitments to exteretit and standby letters of credit. A discussibBancorp’s commitments is
included in Note 9.

Other commitments discussed in Bancorp’s AnnualoRegn Form 10-K for the year ended December 31328ave not materially
changed since that report was filed, relative talitative and quantitative disclosures of fixed alederminable contractual obligations.

b) Financial Condition
Balance Sheet

Total assets decreased $35.0 million, or 1.5%, %2889 billion on December 31, 2013 to $2.354dllon March 31, 2014. The
most significant contributor to the decrease wasisies available for sale, which decreased $4@lBon in the first quarter as a resi
of maturing short-term securities. These were hetavith short-term seasonal deposits which alsoedsed in the first quarter of
2014. Bancorp invests excess funds in short-takestment securities at each quarter end as pars@ite tax minimization strategy.
These securities, with maturities of 30 days os,léstaled $55 million and $110 million for March,2014 and December 31, 2013,
respectively. Loans increased $7.3 million, whilertgage loans held for sale increased $1.7 milliGash and due from banks
increased $8.2 million, and federal funds soldeased $4.0 million. Other assets decreased $Hi@rmdriven primarily by a $2.7
million decline in other real estate owned.

Total liabilities decreased $42.6 million, or 1.97/6m $2.160 billion December 31, 2013 to $2.11lliom on March 31, 2014. The
most significant component of the decrease wagdtélends purchased, which decreased $36.6 milboi66.1%. Bancorp utilizes
short-term lines of credit to manage its overajlidity position. Deposits increased $6.5 milliar0o33%. Securities sold under
agreement to repurchase decreased $10.2 milli@é6.88%6, and other liabilities decreased $2.2 milbor8.4%.
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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 March 31, 2014 December 31, 201
Commercial and industrii $ 511,24 $ 510,73¢
Construction and development, excluding undeveldaed 88,10¢ 99,71¢
Undeveloped land (1 29,20¢ 29,87:
Real estate mortgag
Commercial investmet 448,25! 430,04
Owner occupied commerci 329,26( 329,42:
1-4 family residentia 185,77" 183,70(
Home equity- first lien 40,70( 40,25:
Home equity - junior lien 62,60: 63,40:
Subtotal: Real estate mortgage 1,066,59! 1,046,82
Consumer 33,46( 34,19¢
Total Loans $ 1,728,61' $ 1,721,35I

(1) Undeveloped land consists of land initiallyaiced for development by the borrower, but for ethi
no development has taken place.

Bancorp occasionally enters into loan participatgneements with other banks to diversify credit.riFor certain sold participation
loans, Bancorp has retained effective control efltfans, typically by restricting the participatimgtitutions from pledging or selling
their share of the loan without permission from 8amp. US GAAP requires the participated portiorthafse loans to be recorded as
secured borrowings. These participated loansmataded in the commercial and industrial and retdte mortgage loan totals above,
and a corresponding liability is recorded in otledpilities. At March 31, 2014 and December 31120the total participated portions
of loans of this nature were $9.2 million and $ion, respectively.
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Non-performing Loans and Assets

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

(Dollars in thousands) March 31, 2014 December 31, 201
Non-accrual loan: $ 12,74. % 15,25¢
Troubled debt restructurir 7,28( 7,24¢
Loans past due 90 days or more and still accruing 43¢ 437
Non-performing loan: 20,46( 22,944
Foreclosed real estate 2,93¢ 5,592
Non-performing assets $ 23,39" $ 28,53¢
Non-performing loans as a percentage of total Ic 1.18% 1.3%%
Non-performing assets as a percentage of total assets 0.99% 1.19%

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

(in thousands)

Non-accrual loans by type March 31, 2014 December 31, 201
Commercial and industrii $ 884 $ 84¢€
Construction and development, excluding undeveldaed 26 26
Undeveloped lan 6,98¢ 7,34(
Real estate mortga¢- commercial investmet 847 1,921
Real estate mortga¢- owner occupied commerci 2,141 2,58:
Real estate mortga¢ 1-4 family residentia 1,741 2,391
Home equity and consumer loans 114 152
Total loans $ 12,74. $ 15,25¢

Bancorp has one relationship in its primary mavideich accounts for $6.7 million or 53% of total raccrual loans at March 31,
2014. Each of the loans in this relationship isused predominantly by undeveloped land, and manageestimates minimal loss
exposure after consideration of collateral. Theaiming balance of non-accrual loans, totaling $6illon, is comprised of a larger
number of borrowers with smaller balances. Eaadhaxxrual loan is individually evaluated for impaént in conjunction with the
overall allowance methodology.

c) Liquidity
The role of liquidity management is to ensure fuadsavailable to meet depositors’ withdrawal aaddwers’credit demands while
the same time maximizing profitability. This is aceplished by balancing changes in demand for fuvidlschanges in the supply of
those funds. Liquidity is provided by short-termulid assets that can be converted to cash, invaesseeurities available for sale,
various lines of credit available to Bancorp, amel ability to attract funds from external sourqa®cipally deposits.
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Management believes it has the ability to incresegosits at any time by offering rates slightlyiH@gthan the market rate.

Bancorp’s most liquid assets are comprised of eashdue from banks, available for sale marketatdestment securities and federal
funds sold. Federal funds sold totaled $40.3 amltat March 31, 2014. These investments normal levernight maturities and are
used for general daily liquidity purposes. The faitue of the available for sale investment poitfatas $440.2 million at March 31,
2014. The portfolio includes maturities of approately $67.8 million over the next twelve monthssluding $55 million of shorterm
securities which matured in April 2014. Combineithviederal funds sold, these offer substantiabueses to meet either new loan
demand or reductions in Bancorp’s deposit fundiageb Bancorp pledges portions of its investmentrtess portfolio to secure public
fund deposits, cash balances of certain investmantagement and trust accounts, and securitiesiadiek agreements to repurchase.
At March 31, 2014, total investment securities gksdifor these purposes comprised 46% of the avaifabsale investment portfolio,
leaving $238.7 million of unpledged securities.

Bancorp has a large base of core customer depdsftsed as demand, savings, and money market ii@gosunts. At March 31,
2014, such deposits totaled $1.644 billion andespnted 83% 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 putggaressure on liquidity. However,
many of Bancorp’s overall deposit balances areflly high. When market conditions improve,gbdalances will likely decrease,
putting some strain on Bancorp’s liquidity positioAs of March 31, 2014, Bancorp had only $4.3iamllor 0.2% of total deposits, in
brokered deposits, which are predominantly comgrafeCertificate of Deposit Account Registry Sesvi€CDARS) deposits, a progre
which allows Bancorp to offer FDIC insurance u@&® million in deposits per customer through remial agreements with other
network participating banks.

Other sources of funds available to meet daily aéeclude the sales of securities under agreememepurchase. Also, Bancorp is a
member of the FHLB of Cincinnati. As a member &f #HLB, Bancorp has access to credit productseofHLB. Bancorp views
these borrowings as a low cost alternative to diih@r deposits. At March 31, 2014, the amountwafilable credit from the FHLB
totaled $370.4 million. Additionally, Bancorp hadailable federal funds purchased lines with c@wesgent banks totaling $85
million.

Bancorp’s principal source of cash revenues igdévdls paid to it as the sole shareholder of thd&cBah March 31, 2014, the Bank
may pay up to $28.4 million in dividends to Bancuerithout regulatory approval subject to the ongaiagital requirements of the
Bank.

d) Capital Resources

At March 31, 2014, stockholders’ equity totaled $28million, an increase of $7.5 million since Dedxer 31, 2013. See the
Consolidated Statement of Changes in Stockholdiggsity for further detail of the changes in equgigce the end of 2013. One
component of equity is accumulated other compratiemscome (loss) which, for Bancorp, consists ef unrealized gains or losses
securities available for sale and hedging instrusjeas well as a minimum pension liability, eachafdaxes. Accumulated other
comprehensive loss was ($170,000) and ($2,217 &0dprch 31, 2014 and December 31, 2013, respéctiVee $2,047,000 increase
is primarily a reflection of the effect of the cluyaimg interest rate environment during the firstriaof 2014 on the valuation of
Bancorp’s portfolio of securities available foreal

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
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and off-balance sheet risks. The values of bothrita sheet and off-balance sheet items are adjtsteflect credit risks. To be
categorized as well capitalized, the Bank must taaira total riskbased capital ratio of at least 10%; a Tier 1 rafiat least 6%; and

leverage ratio of at least 5%.

The following table sets forth Bancorp’s and theBa risk based capital ratios as of March 31, 28td December 31, 2013.

March 31, December 31
2014

Total risk-based capital (1

Consolidatec 13.72% 13.54%

Bank 13.2%% 12.9(%
Tier | risk-based capital (1

Consolidatec 12.4% 12.2%%

Bank 11.9% 11.65%
Leverage (2

Consolidatec 10.0(% 9.7%

Bank 9.61% 9.24%

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

Bancorp intends to maintain capital ratios at tH@swrically high levels at least until such timethe economy demonstrates sustained
improvement and implications of newly proposed Bseapital rules become definitive, and to remaiell positioned to pursue

expansion 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, andilté@gommon equity per share, all of which are B®RAP measures. Bancorp
believes these ratios are important because afwhééspread use by investors as means to evatapital 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 calculatiaf the measures to amounts reported under US GAAP

(in thousands, except per share datz March 31, 2014 December 31, 201.
Total equity $ 236,97t $ 229,44.
Less core deposit intangit (2,009 (2,157
Less goodwill (682) (682)
Tangible common equity $ 234,290 $ 226,61.
Total asset $ 2,354,23i 2,389,26:
Less core deposit intangik (2,009 (2,15))
Less goodwill (682) (682)
Total tangible assets $ 2,351,55; §$ 2,386,42!
Total shareholde’ equity to total asse 10.071% 9.6(%
Tangible common equity ratio 9.9¢% 9.5(%
Number of outstanding shar 14,65¢ 14,60¢
Book value per shai $ 16.17 $ 15.71
Tangible common equity per share 15.9¢ 15.5]

The following table provides a reconciliation ot irgerest margin in accordance with US GAAP toecoet interest margin. Bancorp
provides this information to illustrate the tremdguarterly net interest margin sequentially du2@d3 and 2014 and to show the
impact of prepayment fees, late charges and acareti net interest margin.

3/31/2014 12/31/201¢ 9/30/2013 6/30/2013 3/31/2013
Net interest margi 3.7% 3.61% 3.7% 3.72% 3.8%
Prepayment penalties / late char -0.01% -0.06% -0.06% -0.04% -0.06%
Interest adjustment on n-accrual loar — — -0.07% — —
Accretion of fair value adjustments -0.0%% -0.02% -0.0%% -0.02%
Core net interest margin 3.72% 3.55% 3.65% 3.6€% 3.71%

f)  Recently I ssued Accounting Pronouncements
At March 31, 2014, no recently issued accountirgpnpuncements were identified that would affectfthencial statements of Banco
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Item 3. Quantitative and Qualitative Disclosures about MaiRisk

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

Iltem 4. Controls and Procedures

Bancorp maintains disclosure controls and procedddesigned 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 M86ct2014 in Bancorp’s internal control over finalcieporting that has materially affected,
or is reasonably likely to materially affect, Bang's internal control over financial reporting.

PART Il — OTHER INFORMATION

Iltem 2. Unreaqistered Sales of Equity Securities and Uderofeeds

The following table shows information relating teetrepurchase of shares of common stock by Barttoipg the three months ended
March 31, 2014.

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

January 1 - January 31 83 $ 30.3¢ — —
February I February 2¢ 12,38¢ 28.6¢ — —
March 1 - March 31 6,54( 31.1¢ — —
Total 19,00¢ $ 29.57 — —

(1) Activity represents shares of stock withheld to fmyes due upon exercise of stock appreciatiortgighvesting of restricted stock.
This activity has no impact on the number of shémas may be purchased under a Board-approved plan.

(2) Since 2008, there has been no active share buyttack
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Item 6. Exhibits

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

Exhibit

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

101 The following financial statements from the Stockrifs Bancorp, Inc. March 31, 2014 Quarterly ReporEorm 10-Q, filed on
May 7, 2014, formatted in eXtensible Business Répgilanguage (XBRL)

(1) Consolidated Balance She

(2) Consolidated Statements of Inco

3) Consolidated Statements of Comprehensive Inc

(4) Consolidated Statements of Cash Fl¢

(5) Consolidated Statement of Changes in Stockhc' Equity
(6) Notes to Consolidated Financial Statems
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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.

STOCK YARDS BANCORP, INC.
Date: May 7, 2014 By: /s/ David P. Heintzma

David P. Heintzman, Chairm:
and Chief Executive Office

Date: May 7, 2014 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 Form@0f Stock Yards 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))imtednal 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 duriig toeriod 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 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 refiwoancial 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: May 7, 2014 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 Form@0f Stock Yards 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))imtednal 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 duriig toeriod 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 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 refiwoancial 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: May 7, 2014 By: /s/ Nancy B. Davit
Nancy B. Davis, Executive Vic
President, Treasurer and Ct
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 Stockrds Bancorp, Inc. on Form 10-Q for the period egdilarch 31, 2014 (the “Report”), we,
the undersigned, certify, pursuant to 18 U.S.Clized 350, as adopted pursuant to section 906e0Strbanes-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 Stock Yards Bancorp, Inc. as of amdHe periods presented in the Report.

Date: May 7, 2014 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office

Date: May 7, 2014 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 Stock YardsaBcorp, Inc. and will be retainec
by Stock Yards Bancorp, Inc. and furnished to the &curities and Exchange Commission or its staff uporequest.




