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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

BANK OZK

CONSOLIDATED BALANCE SHEETS

Unaudited

ASSETS

Cash and cash equivalents
Investment securitesavai | abl e for sale (AAFSO0)
Federal Home Loan Bank of Dallésfi F H LaBddther banker's bank stocks
Non-purchased loans
Purchased loans
Allowance for loan losses

Net loans
Premises and equipment, net
Foreclosed assets
Accrued interest receivable

Bank owned |ife insurance (ABOLI 0)
Goodwill and other intangible assets, net
Other, net

Total assets

LI ABILITIES AND STOCKHOLDERSS®
Deposits:
Demand norinterest bearing
Savings and interest bearing transaction
Time
Total deposits
Repurchase agreements with customers
Other borrowings
Subordinated notes
Subordinated debentures
Accrued interest payable and other liabilities
Total liabilities

Commitments and contingencies

Stockhol dersdéd equity:

Preferred stock; $0.01 par value; 100,000 808res authorized; no shares
issued or outstanding at March 31, 2019 or December 31, 2018

Common stock; $0.01 par value; 300,000,000 shares authorized;
128,947,528 and 128,611,049 shares issued and outstanding at
March 31, 2019 and December 31, 2018, respectively

Additional paidin capital

Retained earnings

Accumulated other comprehensive loss

Total stockholdersdé equity before nont
Noncontrolling interest

Tot al stockhol dersd equity

Tot al l'iabilities and stockhol der sod

March 31,
2019

December31,
2018

(Dollars in thousands, except per share amou

$ 607,69¢ $ 290,67:
2,769,60: 2,862,341
12,08¢ 25,941
15,610,68: 15,073,79.
1,864,71! 2,044,03;
(105,95/) (102,26¢)
17,369,44: 17,015,55!
647,03: 567,18¢
14,09¢ 16,171
85,54¢ 81,96¢
726,16¢ 721,23
693,31¢ 696,46
80,667 110,49
$ 2300565 $  22,388,03
$ 2,865,221 $ 2,748,27:
9,874,98" 9,682,71
5,736,66 5,507,42¢
18,476,86:! 17,938,41!
25,517 20,56¢
1,48¢ 96,69:
223,37¢ 223,28
119,49¢ 119,35¢
273,14¢ 216,35¢
19,119,88! 18,614,66!

3 3
1,28¢ 1,28¢
2,239,40: 2,237,944
1,647,62¢ 1,565,20:
(5,676) (34,105
3,882,64: 3,770,33(
3,121 3,03t
3,885, 76: 3,773,36!
$ 2300565 $  22,388,03

See accompanying notes to consolidated financial statements.



BANK OZK

CONSOLIDATED STATEMENTS OF INCOME

Interest income:
Non-purchased loans
Purchased loans
Investment securities:
Taxable
Tax-exempt
Deposits with banks and federal funds sold
Total interest income

Interest expense:
Deposits
Repurchase agreements with customers
Other borrowings
Subordinated notes
Subordinated debentures
Total interest expense

Net interest income
Provision for loan losses

Net interest income after provision for loan losses

Norrinterest income:
Service charges on deposit accounts
Trust income
BOLI income
Other income from purchased loans
Loan service, maintenance and other fees
Net gains on investment securities
Gainson sales of other assets
Other
Total norinterest income

Norrinterest expense:
Salaries and employee benefits
Netoccupancy and equipment
Other operating expenses
Total noninterest expense

Income before taxes

Provision for income taxes

Net income

Earnings attributable to noncontrolling interest
Net income available to common stockholders

Basic earnings per common share

Diluted earnings per common share

See accompanying notes to consolidated financial statements.

Unaudited

Three Months Ended
March 31,

2019

2018

(Dollars in thousands, except per shamounts)

$ 24586 $ 190,42t
30,19t 50,97

14,891 11,431

3,872 4,16C

414 498

295,24: 257,49:

63,081 34,39:

22 15¢

1,38¢ 633

3,14€ 3,14€

1,711 1,38¢

69,35¢ 39,71

225,88¢ 217,776

6,681 5,567

219,207 212,20¢

9,722 9,52¢

1,73C 1,79:

5,162 7,58

795 1,251

4,874 4,747

3 17

284 1,426

1,50¢ 2,372

24,072 28,701

44,86¢ 45,49¢

14,75 14,15(

37,06( 34,161

96,67¢ 93,81(

146,601 147,10

35,88¢ 33,97

110,71z 113,13:

(6) 11

$ 110,70¢  $ 113,14
$ 086 $ 0.8¢
$ 086 $ 0.8¢




BANK OZK
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Unaudited
Three Months Ended
March 31,
2019 2018
(Dollars in thousands)
Net income $ 110,71 $ 113,13
Other comprehensive income (loss):
Unrealized gains and losses on investment securities AFS 37,42( (36,990
Tax effect of unrealized gains and losses on investment
securities AFS (8,997) 8,79
Reclassification of gains and losses on investment
securities AFS included in net income o} o}
Tax effect of reclassification gfains and losses
on investment securities AFS included in net income 0 o}
Total other comprehensive income (loss) 28,42¢ (28,196
Total comprehensive income $ 139,141 $ 84,937

See accompanying notes to consolidditegincial statements.



BANK OZK

CONSOLI DATED STATEMENTS OF STOCKHOLDERSGO6 EQUI T

Unaudited
Accumulated
Additional Other Non-
Common Paid-In Retained Comprehensive Controlling
Stock Capital Earnings Loss Interest Total
(Dollars in thousands, except per share amounts)

Balancesg December 31, 2017 $ 1,28: $2,221,84: $1,250,310 $ (12,719 $ 3,06C $3,463,78¢
Net income o} o} 113,13: o} o} 113,13¢
Earnings attributable to noncontrolling interest o} o} 11 o} (11 o}
Total other comprehensive loss o} o} o} (28,196 o} (28,196)
Common stock dividends paid, $0.19 per share o} 0 (24,409) o} 0 (24,40¢)
Issuance of 200,025 shares of common

stock for exercise of stock options 2 5,323 o} o} o} 5,32t
Issuance of 198,268 shares of unvested

restricted common stock 2 (2) o} o} o} o}
Repurchase and cancellation of 70,931

shares of common stock Q) (3,729 o} o} o} (3,730
Stockbased compensation expense o} 3,74z o} o} o} 3,74z
Forfeiture of 3,301 shares of unvested

restricted common stock o) o) o} o} 0 0
Balances March 31, 2018 $ 1,28€ $2,227,17¢ $1,339,04¢ $  (40,90¢) $ 3,04¢ $3,529,65:
Balances December 31, 2018 $ 1,28¢ $2,237,94¢ $1,565,20: $ (34,105 $ 3,03t $3,773,36!
Net income o} o} 110,71- o} o} 110,712
Earnings attributable to noncontrolling

interest o} o} (6) o} 6 o}
Total other comprehensive income o} o} o} 28,42¢ o} 28,42¢
Common stock dividends paid, $0.22

per share o} o} (28,28)) o} o} (28,287)
Noncontrolling interest cash contribution o} 0 o} o} 80 80
Issuance of 29,300 shares of common

stock for exercise of stock options o} 387 o} o} o} 387
Issuance of 383,874 shares of unvested

restricted common stock 4 4) o} o} o} o}
Repurchase and cancellation of 62,742

shares of common stock Q) (1,64¢€) o} o} o} (1,647)
Stockbased compensation expense o} 2,71¢ o} o} o} 2,71¢
Forfeiture of 13,953 shares of unvested

restricted common stock o) o) 0 o) 0 0
Balances March 31, 2019 $ 1,28¢ $2,239,40: $1,647,62¢ $ (5,67€) $ 3,121 $3,885,76:«

See accompanying notesdonsolidated financial statements.



BANK OZK
CONSOLIDATED STATEMENTS OF CASH FLOWS

See accompanying notes to consolidated finasta@éments.

Unaudited
Three Months Ended
March 31,
2019 2018
(Dollars in thousands)
Cash flows from operating activities:
Net income $ 110,71: $ 113,13¢
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 5,40¢F 5,57¢
Amortization 3,377 3,377
Earnings attributable to noncontrolling interest (6) 11
Provision for loan losses 6,681 5,567
Provision for losses on foreclosed and other assets 562 151
Net amortization of investment securities AFS 4,63€ 5,724
Net gains on investment securities o) a7
Amortization of operating lease rigbf-use assets 1,83¢ o}
Proceeds from sales of mortgage loans held for sale o] 8,31:
Accretion of purchased loans (6,810) (22,650)
Gains on sales of other assets (284) (1,42¢)
Deferred income tax (benefit) expense (69,93)) 4,232
Increase in cash surrender value of BOLI (5,162) (4,857)
BOLI death benefits in excess of cash surrender value o} (2,729)
Stockbased compensation expense 2,71¢ 3,742
Changes in assets and liabilities:
Accrued interest receivable (3,577) (4,51¢)
Other assets, net 31,181 24,654
Accrued interest payable and other liabilities 58,172 (25,537%)
Net caslprovided by operating activities 139,51: 122,75¢
Cash flows from investing activities:
Proceeds from sales of FHLB and other banker's bank stock 20,07¢ d
Proceeds from maturities/calls/paydowns of investraentirities AFS 125,52¢ 134,86¢
Purchases of investment securities AFS (6,229) (164,640)
Net increase of nepurchased loans (513,120 (877,409
Net payments received on purchased loans 157,49 335,14:
Purchases of premises and equipment (27,56() (18,067)
Purchases of BOLI o) (30,000)
Proceeds from BOLI death benefits 235 4,65¢
Proceeds from sales of other assets 3,702 7,67¢
Net cash invested innconsolidated investments and noncontrolling interest (1,27¢) (388)
Net cash used by investing activities (241,149 (608,157)
Cash flows from financing activities:
Net increase in deposits 538,45 641,32¢
Net repayments of other borrowings (95,207) (378)
Repayment of fixedate callable FHLB advances o) (20,000)
Net increase in repurchase agreements with customers 4,952 79,744
Proceeds from exercise of stock options 387 5,32t
Cash dividends paid on common stock (28,28)) (24,40¢)
Repurchase and cancellation of shares of common stock (1,647) (3,730
Net cash provided by financing activities 418,66 677,87¢
Net increase in casind cash equivalents 317,02¢ 192,48t
Cash and cash equivaleiitbeginning of period 290,67 440,38¢
Cash and cash equivaleiitend of period 607,69¢ $ 632,87:




BANK OZK
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Unaudited

1. Organization and Principles of Consolidation

Bank OhtBank Jstheadquartered in Little Rock, Arkansas and provides a wide range of retail and ciairimagidng
services. At MarclI31, 2019 the Bank conducted operations through 254 offices, including offices in Arkansas, Georgia, Florida,
North Carolina, Texas, Alabama, South Carolina, California, New York and Mississippi. The Bank owns eiglowkt@#ftnance
subsidiary business trust©zark Capital Statutory Trust, lDzark Capital Statutory Trust lI0zark Capital Statutory Trust IV, Ozark
Capital Statutory Trust V, Intervest Statutory Trust Il, Intervest Statutory Trusttérvest Statutory flist IV and Intervest Statutory
Trust V. In addition, the Bank owns a subsidiary that holds its investment securities, a subsidiary engaged in the ntevktepme
estate, a subsidiary that holds an ownership interest in a private aircraft and otirgsentities that hold loans, foreclosed assets or
tax credits or engage in other activiti#he consolidated financial statements include the accounts of the Bank, the investment
subsidiary, the real estate subsidiary, the aircraft subsidiary anthadrthose various other entities in accordance with accounting
principles generally accepted in the United States (AGAAPO
eliminated in consolidation.

The Bank is an Arkansas state bankingpooation and is subject to regulation by the Arkansas State Bank Department.
Because the Bank is an insured depository institution that is not a member bank of the Board of Governors of the Federal Rese
System (AFRBO), its tphred nfaeedyerfeeld eDeapd o srietgullmstwrrancse Cor por at |

2. Basis of Presentation

The accompanying interim consolidated financial statements have been prepared by the Bank, without audit, pursuant to the
rules and regulations of the Securities and Exchamgen@i s si on ( ASECO) i n-XAndiniacdrdancdvithtbef R
instructions to Form Q) and GAAP for interim financial information. Certain information, accounting policies and footnote
disclosures normally included in complete financialesteents prepared in accordance with GAAP have been condensed or omitted in
accordance with such rules and regulations. These consolidated financial statements should be read in conjunctiomitéth the au
consolidated financial statements and notestheret ncl uded i n t he BanKdiledwhhthe &l2C forkhe por t
year ended December 31, 301

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions t
affect the amounts repted in the consolidated financial statements and accompanying notes. Actual resultsatetiadlydiffer
from those estimates. In the opinion of management, all adjustments considered necessary, consisting of normal reguhiang item
been includedor a fair statement of the accompanying consolidated financial statements. Operating results for the three months enc
March 31, 2019 areot necessarily indicative of the results that may be expected for the full year or future periods.



3. EammingsPer Common Share (AEPSO0)

Basic EPS is computed by dividing net income available to common stockholders by the waighted number of common
shares outstanding. Diluted EPS is computed by dividing net income available to common stockholders bytttaverghe
number of common shares outstanding after consideration of the dilutive effect, if antgtahding common stock optioasd
restricted stock unitgsing the treasury stock method. Options to purch#®&3,973hares and 1,467,342 sharesdie Bankbs
common stock for the three montisded March 31, 2019 and 2018, respectively, were excluded from the diluted EPS calculations a:
inclusion of such options would have been gliltitive. There were nanti-dilutive restricted stock units as bfarch 31, 2019 or
2018.

The following table presents the computation of basic and diluted EPS for the periods indicated.
Three Months Ended

March 31,
2019 2018
(In thousands, except per share amounts)
Numerator:
Distributed earnings allocated to common stockholders $ 28,281 % 24,40¢
Undistributed earnings allocated to common
stockholders 82,45 88,73¢
Net income available to common stockholders $ 110,76 $ 113,14«

Denominator:
Denominator for basic EPSweightedaverage common

shares 128,84¢ 128,53¢

Effect of dilutive securitie$ stock options 116 227
Denominator for diluted EPSweightedaverage

common shares and assumed conversions 128,96« 128,76

Basic EPS $ 0.86 $ 0.8€

Diluted EPS $ 0.86 $ 0.88

4, Investment Securities AFS

At both March 31, 2019 and December 31, 2018, the Bank classified its investuerities portfolio as AFS. Accordingly,
investment securities are stated at estimated fair value in the consolidated financial statements with unrealizedogsies, et df
related income tax, reported agyamdindudan amacaumalated otinepcompechensive f st
income (loss).

The following table presents the amortized cost and estimated fair value of investment securities AFS as of the datks indicat
The Bankds investment i n tibemgriseiRoshacaheldind mutal fund that gualifies anddr thd u n
Community Reinvestment Act of 1977 for community reinvestment purposes.

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

(Dollars in thousands)

March 31, 2019:

Obligations of state and political subdivisions $ 604,020 $ 7,12C $ (2,335) $ 608,80¢
Mortgagebacked securitie® 2,129,26: 9,75¢ (21,677) 2,117,34:
U.S. Government agency securities 27,47: o} (395) 27,07¢
Corporate obligations 15,19¢ 109 (13) 15,29/
CRA qualified investment fund 1,11¢ s) (36) 1,07¢

Total $ 2,777,07C $ 16,98t $ (24,456 $ 2,769,60:

December 31, 2018:

Obligations of state and political subdivisions $ 61532t 3 343t $ (12,1479 $ 606,61¢
Mortgagebacked securitiés 2,248,06! 3,65¢€ (39,175 2,212,54¢
U.S. Government agency securities 27,53¢ o} (602) 26,93¢
Corporate obligations 15,18¢ 22 (27) 15,18:
CRA qualified investment fund 1,10¢ o) (50) 1,05¢

Total $ 2,907,22( $ 7,112 $  (52,00) $ 2,862,34(

(1) These mortgagbacked securities were issued by U.S. Government agencies.



The following table shows estimated fair value of investment securities AFS hesgunrealized losses and the amount of
such unrealized losses, aggregated by investment category and length of time that individual investment securitiesrhave been
continuous unrealized loss position, as of the dates indicated.

Less than 12Months 12 Months or More Total
Estimated Unrealized Estimated Unrealized Estimated Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

(Dollars in thousands)

March 31, 2019:

Obligations of state and political subdivisions $ 1,19¢ $ 11 $ 195,08: $ 2,324 $ 196,27¢ $ 2,33F
Mortgagebacked securiti€s 84 o} 1,445,05¢ 21,677 1,445,14( 21,671
U.S. Government agency securities o} o} 27,07¢ 395 27,07¢ 395
Corporate obligations 9,987 13 o} o} 9,987 13
CRA qualified investment fund 0 o} 1,07¢ 36 1,07¢ 36

Total temporarily impairethvestmentsecurities $ 11,267 $ 24 $1,668,29" $ 24,432 $1,679,56. $ 24,45¢

December 31, 2018:
Obligations of states and political subdivisions $ 198,351 $ 3,25t $ 249,761 $ 8,89z $ 448,11: $ 12,147

Mortgagebacked securitie® 242,95] 2,004 1,440,61¢ 37,171  1,683,56! 39,17¢
U.S. Government agency securities 1,084 15 25,852 587 26,93¢ 602
Corporate obligations 9,97z 27 o} o} 9,97: 27
CRA qualified investment fund o) 0 1,05¢ 50 1,05¢ 50

Total temporarilympairedinvestment securitie $ 452,35¢ $ 5,301 $1,717,29( $ 46,70C $2,169,64¢ $ 52,001

(1) These mortgagbacked secuiiits were issued by U.S. Government agencies.

I n evaluating the Bank 0 s-thantemmomary imgagnident ofdssirsvestmnens sedurities pastfolio,o r  «
management considers the credit quality, financial condition and near term pragpleetssuer, the nature and cause of the
unrealized loss, the severity and duration of the impairments and other factors. Miaboth31, 2019 and December 31, 2018
management determined the unrealized losses were the result of fluctuations st iateseand did not reflect deteriorations of the
credit quality of the investments. Accordingly, management considers these unrealized losses to be temporary in natisee. While
Bank periodically evaluates its investment strategy relative to currembedo and business conditions, at the present time, the Bank
does not have the intent to sell these investment securities with unrealized losses and, more likely than not, wijuireithie sl
these investment securities before fair value recdeessnortized cost.

The following table shows the amortized cost and estimated fair value of investment securities AFS by maturity or estimated
date of repayment as of the date indicated.

March 31, 2019

Amortized Estimated
Maturity or Estimated Repayment Cost Fair Value
(Dollars in thousands)

One year or less $ 467,59¢ $ 465,73¢
After one year to five years 1,335,00( 1,328,65:
After five years to ten years 527,80¢ 528,14t
After ten years 446,66 447,065
Total $ 2,777,070 $ 2,769,60:

For purposes of this maturity or estimated repayment distribution, all investment securities AFS are shown based on their
contractual maturity date or estimated date of repayment, eficép CRA qualified investment fund with no contractual maturity
date is shown in the longest maturity categorynfidrtgagebacked securities are allocated among various maturities or repayment
categories based on an estimated repayment schedumgtiloomberg median prepayment speeds or other estimates of
prepayment speeds and interest rate levels at the measurement date and (iii) callable investment securities for wkibaghe Ban
received notification of call are included in the maturityepayment category in which the call occurs or is expected to occur.
Expected maturities will differ from contractual maturities because issuers may have the right to call or prepay oblittations
without call or prepayment penalties.

While theBankhad no significant sales activity within its investment securities AFS for the three months ended March 31, 201
and 2018it soldapproximately $20.1 million of Federal Home Loan Bank of Dqllds F H LaBidd) ot her banker 6s |
the three morits ended March 31, 2019 here wereo salesoF HL B or ot h e stocksalurikgehe three ntoaths kended
March 31, 2018

10



5. Al l owance for Loan

Allowance for Loan Losses

Losses (AALLO)

and

The following table is summary of activity within the ALL for the periods indicated.

Beginning balance
Chargeoffs of nonpurchased loans
Recoveries of nopurchased loans previously
charged off
Net chargeoffs i nonpurchased loans
Chargeoffs of purchased loans
Recoveries of purchased loans previously chaofd
Net chargeoffs i purchased loans
Net chargeoffs i total loans
Provision for loan losses:
Non-purchased loans
Purchased loans
Total provision
Ending balance

ALL allocated to norpurchased loans
ALL allocated to purchased loans
Total ALL

The following tabl

Three months ended March 31, 2019:
Non-purchased loans:
Real estate:
Residential 34 family
Non-farm/nonresidential
Construction/land development
Agricultural
Multifamily residential
Commercial and industrial
Consumer
Other
Total nonpurchased loans
Purchased loans
Total loans

Three months ended March 31, 2018:
Non-purchased loans:
Real estate:
Residential 34 family
Non-farm/nonresidential
Construction/land development
Agricultural
Multifamily residential
Commercial and industrial
Consumer
Other
Total nonpurchased loans
Purchased loans
Total loans

Credi

t Quality

Three Months Ended

March 31,
2019 2018

(Dollars in thousands)
$ 102,26« $ 94,12(
(2,24%) (1,689
435 511
(1,810 (1,173)
(1,617) (1,04%)
430 628
(1,187) (417)
(2,997) (1,590
5,50C 5,15C
1,181 417
6,681 5,567
$ 105,95« $ 98,097
$ 104,35« $ 96,497
1,60C 1,60C
$ 105,95« $ 98,097

es are a summary of the Bankos
Beginning Ending
Balance Charge-offs Recoveries Provision Balance
(Dollars in thousands)

$ 13,75¢ % 93) $ 82 $ 218 % 13,961
18,45¢ (34) 8 (290) 18,14(
27,102 o] 2 1,412 28,51
1,343 o} o} 136 1,47¢
6,20¢ o} o} 1,11€ 7,32¢€
9,25¢€ (741) 109 (373) 8,251
20,38: (635) 31 3,43¢€ 23,21«
4,162 (742 203 (157) 3,46¢€
100,66¢ (2,245) 435 5,50C 104,35¢
1,60C (1,617) 430 1,181 1,60C
$ 102,26: $ (3,856) $ 865 $ 6,681 $ 105,95¢
$ 12,82¢ $ (65 $ 15 % 88 $ 12,867
26,85t (135) 134 1,03¢ 27,892
27,422 (128) 23 1,90¢ 29,22:
1,09¢ o] 30 29 1,152
2,39t o) o) 254 2,64¢
10,44¢ (397) 26 17 10,094
8,85¢ (133 40 1,67¢ 10,44¢
2,62C (826) 243 140 2,177
92,52( (1,6849) 511 5,15(C 96,497
1,60C (1,045) 628 417 1,60C
$ 94,12C $ (2,729) $ 1,13¢ $ 5567 $ 98,091

11
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The foll owing table i s a -pucmasedloansaodoutstamding @palbddadceinAchL f or
purchased loans as of the dates indicated.

ALL for
Non-Purchased Loans Non-Purchased Loans
ALL for
Individually Individually
Evaluated ALL for Evaluated
Impaired All Other Total Impaired All Other
Loans Loans ALL ® Loans Loans Total Loans
(Dollars in thousands)
March 31, 2019:
Real estate:
Residential 34 family $ 675 $ 13,28¢ $ 13,961 $ 5,374 $ 704,12¢ $ 709,49¢
Non-farm/nonresidential 97 18,04: 18,14( 14,43( 3,259,15! 3,273,58:
Construction/land development 21 28,49¢ 28,517 11,68¢ 6,583,12¢ 6,594,81¢
Agricultural 12 1,467 1,47¢ 1,401 176,59: 177,99:¢
Multifamily residential o} 7,32€ 7,32€ 99 1,298,10¢ 1,298,20!
Commercial and industrial 75 8,17¢ 8,251 500 696,70: 697,20:
Consumer 88 23,12¢ 23,21¢ 377 2,061,73: 2,062,10¢
Other o] 3,46¢€ 3,46¢€ 5 797,26¢ 797,27:
Total $ 968 $ 103,38¢ $ 104,35¢ $ 33,87t $15,576,801 $15,610,68:
December 31, 2018:
Real estate:
Residential 34 family $ 71€ $ 13,03t $ 13,75« $ 6,006 $ 697,191 $ 703,197
Non-farm/nonresidential 24 18,43 18,45¢ 13,64¢ 3,293,34t 3,306,99:
Construction/land development 60 27,04: 27,10z 11,40¢ 6,400,22: 6,411,63:
Agricultural o} 1,345 1,345 848 160,93 161,78(
Multifamily residential 81 6,127 6,20¢ 637 1,050,35( 1,050,98
Commercial and industrial 263 8,992 9,25¢€ 2,45% 770,017 772,47(
Consumer 57 20,32¢ 20,38 354 1,935,223t 1,935,59:
Other o] 4,162 4,162 34 731,10¢ 731,14(
Total $ 1,201 $ 99,46: $ 100,66« $ 35,38¢ $15,038,40. $15,073,79:
(1)Excludes $1.6 million of ALL al IMachs3tl,eel%nd Decentver 31B2818k 6 s pur chased
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The following table is a summary of impaired Aourchased loans as Bfarch 31, 2019.

Principal
Net Balance,
Principal Charge-offs Net of Specific
Balance to Date Charge-offs ALL
(Dollars in thousands)
Impaired loans for which there is a related ALL:
Real estate:
Residential 34 family $ 4,38 $ a % 4,38¢ 675
Non-farm/nonresidential 1,94C o} 1,94C 97
Construction/land development 423 o} 423 21
Agricultural 231 0 231 12
Commercial and industrial 196 o} 196 75
Consumer 376 0 376 88
Total impaired loans with a related ALL 7,554 o) 7,554 968
Impaired loans for which there is not a related ALL:
Real estate:
Residential 34 family 1,245 (257) 986 o}
Non-farm/nonresidential 33,27z (20,782) 12,49( o}
Construction/land development 36,81¢ (25,550 11,26¢ o}
Agricultural 1,21¢€ (46) 1,17C o}
Multifamily residential 232 (133) 99 o}
Commercial and industrial 577 273 304 o}
Consumer 7 (6) 1 o}
Other 21 (16) 5 0
Total impaired loans without a related ALL 73,38 (47,069) 26,321 o}
Total impaired nompurchased loans $ 80,93t $ (47,069 $ 33,87¢ 968

The following table is a summary of the average éagyalue of impaired nogpurchased loans for the perihdicated.

Real estate:
Residential 14 family
Non-farm/nonresidential
Construction/landlevelopment
Agricultural
Multifamily residential
Commercial and industrial
Consumer
Other
Average calying value ofimpaired norpurchased loans
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Three Months Ended
March 31,

2019

(Dollars in thousands)

$ 569C $ 4,20(C
14,03¢ 3,12C
11,54¢ 1,902
1,12¢ 1,20C
368 o}
1,47¢€ 1,74C
366 453
20 103
$ 34,63 $ 12,71¢




The following table is a summary of impaired ourchasd loans as of December 31, 2018

Principal Weighted
Net Balance, Average
Principal Charge-offs Net of Specific Carrying
Balance to Date Charge-offs ALL Value

(Dollars in thousands)
Impaired loans for which there is a related ALL:

Real estate:
Residential 14 family $ 513 $ o $ 513 $ 716 $ 3,972
Non-farm/nonresidential 970 o} 970 24 757
Construction/land development 401 o} 401 60 576
Agricultural 0 0 o} o} 14
Multifamily residential 538 o} 538 81 134
Commercial and industrial 1,34k o} 1,34k 263 985
Consumer 353 o} 353 57 309
Other o} o} o} o} 35
Total impaired loans with a related ALL 8,74E o} 8,74E 1,201 6,782

Impaired loans for which there is not a related ALL:

Real estate:
Residential 34 family 1,192 (324) 868 o} 930
Non-farm/nonresidential 33,42t (20,747 12,67¢ o} 6,87¢
Construction/land development 36,55¢ (25,55]) 11,00¢ o} 5,01t
Agricultural 883 (35) 848 o} 1,05¢
Multifamily residential 232 (133) 99 o} 40
Commercial and industrial 1,20¢ (200) 1,10¢ o} 695
Consumer 7 (6) 1 o} 60
Other 40 (6) 34 0 34
Total impaired loans without a related ALL 73,54¢ (46,902 26,64 0 14,71(
Total impaired nompurchased loans $ 82291 $ (46,907) $ 3538¢ $ 1,201 $21,49Z

Management has deter mi ned t h-putchased Ioansado not recianyt sheeifi@Boavanée @ts

my

March 31, 2019 or at December 31, 2@Hause (inanagement 6 s anal ysis of such indivic

(i) all identified impairment on such loans had previously been charged off.

Interest income on ipaired norpurchased loans is recognized on a cash basis when and if actually colletaéahterest
income recognized on impaired nparchased loans for the three months eridacth 31, 201%nd 208 was not material.
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Credit Quality Indicators

Non-Purchased Loans

foll

The owi

ng

March 31, 2019:
Real estate:
Residential 34 family®
Non-farm/nonresidential
Construction/land development
Agricultural
Multifamily residential
Commercial and industrial
Consumef?
Other®
Total

December 31, 2018:
Real estate:
Residential 34 family®
Non-farm/nonresidential
Construction/land development
Agricultural
Multifamily residential
Commercial and industrial
Consumef)
Othef®
Total

table is a summar y -par€hasedrlcarns astof the uatds indicgtedi
Satisfactory Moderate Watch Substandard Total
(Dollars in thousands)
$ 696,297 $ 0o $ 7,85C $ 5351 $ 709,49¢
2,374,26. 818,08( 63,56( 17,682 3,273,58:
6,009,10¢ 516,921 56,911 11,87¢ 6,594,81¢
30,22z 139,69 5,752 2,322 177,99:
1,195,10:« 99,86¢ 2,15¢% 1,07¢€ 1,298,20!
134,23¢ 555,37¢ 4,17¢€ 3,41C 697,20:
2,060,86¢ o} 874 369 2,062,10¢
763,82: 33,33¢ 56 57 797,27:
$13,263,911 $2,163,28: $ 141,33¢ $ 42,147 $15,610,68:
$ 691,01¢ $ 0o 3 6,831 $ 5347 $ 703,197
2,422,98! 805,48: 61,48( 17,04¢€ 3,306,99:
5,888,35¢ 456,26¢ 54,98( 12,021 6,411,63:
31,88¢ 121,90: 6,11€ 1,87¢€ 161,78(
951,08: 96,46¢ 1,811 1,62¢ 1,050,98
326,951 436,83: 3,82¢ 4,864 772,47(
1,934,56° o} 873 152 1,935,59:
692,82¢ 38,19¢ 26 88 731,14(
$12,939,67- $1,955,14t $ 13594( $ 43,031 $15,073,79:

ndi c

(1) The Bank does not risk rate its residenti@ family loans (including consumer construction loans adddmily properties), consumer loans,
p ur pasfeasyi idthey drehperforaing v e

and certain

90 days or more past due.

fifiot her o

| oans.

However,
and less than 30 days past duewi}chi if they are performing and 30 to 89 days past due oss(ilistandard if they are nonperforming or

The following categories of credit quality iicdtors are used by the Bank.

for

Satisfactoryi Loans in this category are considered to be a satisfactory credit risk and are generally considered to be collectib

in full.

Moderatei Loans in this category are considered to be a marginally satisfactaliy iisk and are generally considered to be

collectible in full.

Watchi Loans in this category are presently protected from apparent loss; however, weaknesses exist which could cause futl
impairment of repayment of principal or interest.

Substandari Loans in this category are characterized by deterioration in quality exhibited by a number of weaknesses
requiring corrective action and posing risk of some loss.
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The following table is an aging analysis of past duemarthased loans as of the datedicated.

30-89 Days 90 Days Total
Past Due® or More @ Past Due Current® Total
(Dollars in thousands)

March 31, 2019:

Real estate:
Residential 14 family $ 8,45¢ $ 2904 $ 11,36( $ 698,13¢ $ 709,49¢
Non-farm/nonresidential 2,35¢ 12,68z 15,03t 3,258,54t 3,273,58:
Construction/land development 1,137 12,26¢ 13,40¢ 6,581,41. 6,594,81¢
Agricultural 811 373 1,184 176,80¢ 177,99:
Multifamily residential o} 99 99 1,298,10t 1,298,20!
Commercial and industrial 1,127 299 1,42¢ 695,77¢ 697,20:
Consumer 920 253 1,17z 2,060,93! 2,062,10¢
Other 30 5 35 797,23¢ 797,27:
Total $ 1483¢ $ 28,88: $ 43,717 $15,566,96. $15,610,68:

December 31, 2018:

Real estate:
Residential 14 family $ 7,72C $ 3,20 $ 10,92¢ $ 692,26¢ $ 703,19]
Non-farm/nonresidential 3,127 11,57¢ 14,701 3,292,29: 3,306,99:
Construction/land development 621 11,40¢ 12,03( 6,399,60: 6,411,63:
Agricultural 122 27 149 161,63 161,78(
Multifamily residential 538 99 637 1,050,35! 1,050,98
Commercial and industrial 1,452 1,71¢ 3,171 769,29¢ 772,47(
Consumer 916 109 1,02t 1,934,56° 1,935,59:
Other o} 35 35 731,10t 731,14(
Total $ 14497 $ 28,180 $ 42,677 $15,031,11. $15,073,79:

(1) Includes $.3million a March 31 2019 and ®.2million at December 31, 2@lof loans on nonaccrual status.
(2) Allloans greater than 90 days past due were on nonaccrual stitascht31, 201%nd December 31, 28.
(3) Includes #.2million and $t.4million of loans on nonaccrual status\darch 31, 201%nd December 31, 281respectively.
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Purchased Loans

As provided for under GAAP, management has up to 12 months following the date of an acquisition to finalize the fair values
acquired assets and assumed liabilities, including purchased loans. Once management bdsHm#édiz values of acquired assets
and assumed liabilities within thiss@ont h per i od, management considers such val
Valueso) .

As of March 31, 2019the Bank had identified purchased loans where it hadrdieted it was probable that the Bank would be
unable to collect all amounts according to the contractual terms thereof (for purchased loans without evidence ofreatibdete
date of acquisition) or the expected performance of suchloans had deteat ed f r om management 6s per
established in conjunction with the determination of the D
portfoliobs performance (for pur onhatadsteoflacduisiteoom.sMareh 31,12018theiBank n c e
had $16.7million of impaired purchased loans compared Zd8%nillion at December 31, 2018

The following table is a summary of credit dndieted.ty i ndi c

Purchased Loans
With Evidence of

Purchased Loans Without Evidence Credit Deterioration Total
of Credit Deterioration at Date of Acquisition at Date of Acquisition  Purchased
FV 33 FV 44 FV 55 FV 36 FV 77 FV 66 FV 88 Loans

(Dollars in thousands)
March 31, 2019:

Real estate:
Residential 34 family $ 46,447 $ 170,27« $ 39,86( $27,70t $ 569 $ 34,19: $ 1,51€ $ 320,56«
Non-farm/nonresidential 102,51¢ 578,92« 164,83¢ 1,33¢ 10,83( 62,02 2,39t 922,86:
Constructioriand development 33,94t 80,39¢ 5,32¢ 524 1,01¢ 3,89( 20 125,12
Agricultural 88 908 288 46 o] 1,33C 0 2,66C
Multifamily residential 13,75¢ 41,094 2,76E 521 o) 1,547 o) 59,68~
Commercial ad industrial 7,762 34,03¢ 3,165 150 12 6,137 o} 51,26¢
Consumer 170,03¢ 178,87F  28,14¢ 367 335 20 o) 377,78
Other 3,680 1,01€ 78 o} o) 1 0 4,77E
Total $378,23. $1,085,52¢ $244,47( $30,64¢ $12,76¢ $109,14. $ 3,931 $1,864,71!

December 31, 2018:

Real estate:
Residential 14 family $ 49,10t $ 181,16¢ $ 47,57: $30,511 $ 489 $ 35,52F $ 1,891 $ 346,26
Non-farm/nonrresidential 117,57¢ 641,182 174,06: 1,45C  1,75¢ 73,34z 3,02C 1,012,39:
Constructiorland development 37,63( 101,47¢ 6,373 650 280 4,122 21 150,55¢
Agricultural 96 1,092 665 48 o} 1,407 o} 3,30¢
Multifamily residential 13,89¢ 46,12( 2,78t 524 o} 1,712 0 65,03¢
Commercial ad industrial 8,39:¢ 32,542 3,374 220 18 6,353 47 50,947
Consumer 184,63¢ 193,39(  31,40¢ 443 276 119 0 410,271
Other 3,893 1,061 211 o) o) 91 o) 5,25€
Total $415,22¢ $1,198,03: $266,45. $33,84¢ $ 2,822 $122,67. $ 4,97¢ $2,044,03.

The following grades are used for purchased loans without evidence of credit deterioration at the date of acquisition.

FV 337 Loans in this category ammnsidered to be satisfactory with minimal credit risk and are generally considered
collectible.

FV 4471 Loans in this category are considered to be marginally satisfactory with minimal to moderate credit risk and are
generally considered collectible.

FV 551 Loans in this category exhibit weakness and are considered to have elevated credit risk and elevated risk of repayme

FV 361 Loans in this category were not individually reviewed at the date of purchase and are assumed to have characteristic:
similar to the characteristics of the aggregate acquired portfolio.

EV 771 Loans in this category have deteriorated since the daterofiase and are considered impaired.

17



The following grades are used for purchased loans with evidence of credit deterioration at the date of acquisition.

Fveé6iLoans in this category

Fv88iLoans in this
the determination of Day 1 Fair Values.

category

ar e
established in conjunction with the determination of Day 1 Fair Values.

have

performing

deteriorated

i n expectationsd anc e

Thefollowing table is an aging analysis of past due purchased loans as of the dates indicated.

from manage

30-89 Days 90 Days Total Pu-{(?rgzlsed
Past Due or More Past Due Current Loans
(Dollars in thousands)
March 31, 2019:
Real estate:
Residential 14 family $ 6,552 4,63( 11,182 $ 309,38: $ 320,56
Non-farm/nonresidential 9,81C 21,80z 31,61z 891,25! 922,86:
Construction/land development 423 956 1,37¢ 123,74 125,12
Agricultural o} 202 202 2,45¢ 2,66C
Multifamily residential o} o} o} 59,68¢ 59,68¢
Commercial and industrial 366 738 1,104 50,16( 51,26¢
Consumer 2,41F 588 3,002 374,77¢ 377,78
Other o) o} o) 4,77¢ 4,77E
Total $ 19,56¢ 28,91¢ 48,48: $1,816,23! $1,864,71!
Purchased loans without evidence of credit deterioratio
at date of acquisition $ 14,47¢ 20,30¢ 34,78¢ $1,716,85 $1,751,64:
Purchased loans with evidence of credit deterioration
at date of acquisition 5,08¢ 8,60¢ 13,69¢ 99,37¢ 113,07
Total $ 19,56¢ 28,91¢ 48,48: $1,816,23. $ 1,864,71!
December 31, 2018:
Real estate:
Residential 34 family $ 8,95( 2,81¢ 11,76¢ $ 334,49 $ 346,26
Norn-farm/nonresidential 17,24: 14,01 31,25¢ 981,13¢ 1,012,39:¢
Construction/land development 346 1,17¢ 1,52k 149,02¢ 150,55¢
Agricultural o] 204 204 3,104 3,30¢
Multifamily residential o} o} o} 65,03¢ 65,03¢
Commercial and industrial 527 785 1,312 49,63¢ 50,947
Consumer 2,82¢ 644 3,472 406,79¢ 410,271
Other o) o} o) 5,25€ 5,25€
Total $ 29,89/ 19,64¢ 49,53¢ $1,994,49. $ 2,044,03.
Purchased loans without evidence of credit deterioratio
at date of acquisition $ 25,304 10,16¢ 35,46¢ $1,880,91: $1,916,38:
Purchased loans with evidence of credit deterioration
at date of acquisition 4,59C 9,48( 14,07(C 113,58( 127,65(
Total $ 29,89/ 19,64t 49,53¢ $1,994,49: $2,044,03.
6. Leases

In February 2016, he Fi nanci al Ac c o &ASBA )JssgedABcbuntimgba rachsd aB aa&\SWdd RpEl@doR,e  (
AflLeases @OWbpcb 84R3uired | essees t o r ec-ofguseiasset and lpasd liabdity felateds e
to their leasing agreements. The Bank adopted ASU-RQlfective January 1, 2018d as a result, recorded aperating lease
right-of-use asset amperatingease liability of $59.6 milliomt adopt i o n . -of-uSehasset B includdld sngmisesq@mdt
equi pment , n eldasediabilty igintlededBraamuedirde e st payabl e and ot ¢toesolidated abi | |
balance keets. At March 31, 2019,h e Bleasefwvéres comprised primarily dfuilding and groundkeases associated witkertain
of its brand locations or loan production officeé portionoftheBa n k 6 s | e a s ecsnsumerneiceindexxathdrénb t h e
escalations associated with these leases are measured on a perioditHeassjority oftheBank 6 s | ease agr ee me
residual value guarantees of restricted covendnts. addi ti on, many of t remewdagtioksd e Bapki® un d

f
e
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reasonably certain that such options will be exercised; thus, the Baimichatedthe effects of extending these ground leases in the
determination of ta leasderm.

ASU 201602 also requires that lessees evaluate other contracts to determine whether any embedded leases are included in
contracts. In evaluating such contracts for potential embedded, ldas8ank considereghether acontract contained an idefitid
assetdid the Bank have the right to obtain substantially all of the economic benefits from the use of the identifiethdskdthe
Bank have the right to direct how and for what purposes the identifiedsasset

For the three month ped ended March 31, 2019, the Bank incurred $2.6 million in operetisighatis includedin net
occupancyandieui pment expense i ntatenestsoBiarokn®s c drheo IBiach&ktbesenodar i abl e
materialfor the three months enddlar ch 31, 2019. At March 31, 201 ®ritsrightef- Ban |
use lease asseiad weighted average interest rfateits lease liabilitywere 16.9 years and 3.6%, respectively.

For leases whose term is less than one, yha Bank elected to apply the shttm measurement and recognition exception
provided undeffopic 842 Additionally, the Bank elected certain transition relief provisions whereby the Bank didasdss (i)
whether any expired or existing contré&ch lease or contains a lease, (ii) the lease classification of any expired or existing lease, and
(iii) initial direct costs for any existing leases. Also, the Bank elected not to restate previous periods as a restibef ad

7.  Goodwill and Intangible Assets

Goodwill and intangible assets consist of goodwill, bank charter costs, core deposit and intellectual property intangibles.
Goodwill represents the excess purchase price over the fair value of net assets acquired in businesssaddweditank had
goodwill of $660.8 million at both March 31, 2019 and December 31, 2018. The Bank performed its annual impairment test of
goodwill as of Septemb& 0, 2018. This test indicated no i mpai Sepeemker of
30, 2018 annual impairment test, the Bank experienced a decline in market capitalization as a result of a declinesiprie shar
the Bankds common stock. As a result, the BaBk?20p0e ThiMarchme d
31, 2019mpairment test included various valuation considerations including comparable peer data, precedent transaction
comparabl es, overall Bank financi al perfor manc March81h2019e pr i
impairment test indicated no impairment of goodwill.

8.  Supplemental Data for Cash Flows
The following table provides supplemental cash flow information for the periods indicated.

Three Months Ended
March 31,
2019 2018
(Dollars in thousands)

Cash paid (received) during the period for:

Interest $ 69,98/ % 42,60:
Taxes (4,613) 3,241
Supplemental schedule of neash investing and financing
activities:
Netchange in unrealized gains/losses on investment
securities AFS 37,42( 36,99(
Loans transferred to foreclosed assets 1,86¢ 2,06¢
Unsettled loan purchases o} 24,00(
Unsettled AFS security purchases o} 3,104

9. Commitments and Contingencies

Outstanding standby letters of credit are contingent commitments issued by the Bank generally to guarantee the performance
a customer in third party arrangements. The maximum amount of future payments the Bank could be required to make under these
guarantees aMarch 31, 2019vas #.1.7million. The Bank holds collateral to support guarantees when deemed necessary.
Collateralized commitments March 31, 2019otaled .7 million.

At March 31, 2019the Bank had outstanding commitments totalibd.$4billion to extend credit, consisting primarily of

loans closed but not yainded These commitments may or may not fund in whole or part prior to maturity; however, such funding is
subject to a number of factors, including, among others, economic cmsditeal estate market conditions and competitive factors.
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The following table shows, as of the date indicated, the contractual maturities of such outstanding commitments.

Contractual Maturities at
March 31, 2019

Maturity Amount
(Dollars inthousands)

2019 $ 860,12¢
2020 3,087,53:
2021 4,165,62°
2022 2,180,56¢
2023 570,97:
Thereafter 679,39(
Total $ 11,544,211

Commitments to extend credit are agreements to lend to a customer as long iastherelation of any condition established
in the contract. Commitments generally have fixed expiration dates or other termination clauses, may require payraaridf a fe
may expire without being dr awn up o arthinessohacadB/easkbasisy Ehé amauntos e
coll ateral obtained, if deemed necessary by the Bante upon
counterparty. The type of collateral held varies but may include accousteaiele, inventory, property, plant and equipment, and
other real or personal property.

The Bank is a party as both plaintiff and defendant to various claims arising in the ordinary course of business, including
administrative and/or legal proceedingattmay include employmemglated claims as well as claims of lender liability, breach of
contract, and other similar lendimglated claims encountered on a routine basis. While the ultimate resolution of these ordinary
course claims and proceedings carmodetermined at this time, management believes that such claims and proceedings, individually
or in the aggregate, wil!/l not have a materi al adverse effe

10. Stock-Based Compensation

The Bank has a nonqualified stock option plan for certain employees and officers of the Bank. This plan provides for the
granting of nonqualified options to purchase shares of common stock in the Bank. No option may be granted under tihésglan for
thanthe fair market value of the common stock, defined by the plan as the average of the highest reported asked priceestd the low
reported bid price, on the date of the grant. The benefits or amounts that may be received by or allocated to anyffiaeicaiar
empl oyee of the Bank or any subsidiary wunder this militan are
personnel and compensation committee. All employee options outstandifiagcit 31, 201%vere issued with a vestj date three
years after issuance and an expiration date seven years after issuance. All shares issued in connection with optibna@dxeticese
employee nonqualified stock option plan were in the form of newly issued shatdarékt 31, 2019therewere417,166shares
available for future grants under this plan.

The Bank previously had a nonqualified stock option plan foremaployee directors. No options were granted under this plan
during thethreemonths endetarch 31, 201%r 2018 All options previously granted under this plan were exercisable immediately
and expire ten years after issuance.

The following table summarizes stock option activity for both the employee aremployee director stock option plans for
the period indicated.

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Exercise Contractual Life Value
Options Price/Share (in years) (in thousands)
Three Months Ended March 31, 2019:
Outstanding January 1, 2019 1,877,12: $ 46.6¢
Granted 280,55¢ 31.6€
Exercised (29,300 13.27
Forfeited (43,797) 48.91
Outstanding March 31, 2019 2,084,58: 45.0¢ 47 $ 1.2 @
Fully vested and exercisakileMarch 31, 2019 833,77¢ $ 42.12 32 $ 1.2 @

(1) Based on closing price o£8.98per share oMarch 29 2019
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Intrinsic value for stock options is defined as the amount by which the current market pricarafehging stock exceeds the
exercise price. For those stock options where the exercise price exceeds the current market price of the underlymingiosic th
value is zero. The total intrinsic value of options exercised Wasniillion and $%.0 million during the three months endbftirch 31,
2019and 2018, respectively

Options to purchas280,558shares were granted during theeemonths endetarch 31, 2019vith a weightedaverage grant
date fair value of .72 The fair value for each optiomant is estimated on the date of the grant using the EBabloles option
pricing model. The following table is a summary of the weightaterage assumptions used in the Bi&tioles option pricing model
for stock options granted during the period indkciat

Three
Months Ended
March 31, 2019

Risk-free interest rate 2.58%

Expected dividend yield 3.1C%

Expected stock volatility 33.7%

Expected life (years) 5.0

The Bank uses the U.S. Treasury yield curve in effect at theofithe grant to determine the riflee interest rate. The

expected dividend yield is estimated using the currleatthe ann
date of grant. Expected stock volatility is based on historicavy ol at i | i ti es of the Bankds c¢commo
is calculated based on the fAsimplifiedod method as prongi ded

Bulletin No. 110.

Stockbased compensation experfsr stock options included in nénterest expense wa® $ million and .5 million for the
three months endedarch 31, 201%nd 2038, respectively. Total unrecognized compensation cost related teasted stock option
grants was %.5 million at March 31, 201%nd is expected to be recognized over a hteidaverage period of 1 gears.

The Bank has a restricted stock and incentive plan (the
restricted stock, restricted stockitsror performance awards. All officers and employees of the Bank are eligible to receive awards
under the Employee Plan. The benefits or amounts received by or allocated to any particular officer or employee ofothe Bank,
subsidiary, under the Employ®el an are determined in the sole discretion of
compensation committee. Shares of common stock issued under the Employee Plan may be shares of original issuancédor shares
in treasury that have been rgaged by the Bank. The Bank issug83,874shares of restricted common stock under the Employee
Plan during thehree monthended March 312019 At March 31, 2019here werés33,089shares available for future grants under
this plan. The vesting periddr all restricted stock awards granted under the plan shall be not less than three years from the date of
grant, subject to limited exceptions.

TheBankhasaNeEmpl oyee Director Stock Plan (the ADirector Pl a
employee directors. Effective May 7, 2018, the Director Plan was amended and restated to change the annual diredétmtigiant to
a oneyear vesting period. Pursuant to the Director Plan, as amended and restated, eschlogee director of the Bank receives a
grant for shares of restricted common stock on the day of his or her electbectien or appointment as director of the Bahke
maximum number of shares of restricted common stock to be awarded per recipient per year is $100,000 worth of shates of restr
common stock.There were no shares issued under the Director Plan during the three months ended March 31, 2018r 2018
March 31, 201%here werel7,818shares available for future grants under the Director Rlan. May 6, 2019, t he |
directors approved the issuance of restricted stock awar@g 200shares of its common stock under the Director Plan

The following table summarizes naested restricted stock activitgr the Employee and Director Plafus the period
indicated.

Three
Months Ended
March 31, 2019

Outstanding December 31, 2018 543,99¢
Granted 383,87
Forfeited (13,959
Vested (159,507
Outstanding March 31, 2019 754,41¢
Weightedaverage grant date fair value $ 41.3€

Restricted stock awards totaliB§3,874shares with a weightealverage grant date fair value &1$655were granted pursuant
to the Employee Plan during theeemonths endetarch 31, 2019The fair value of the restricted stock awards is amortized to
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compensation expense over the vesting per i odattheddte ofgranth as e d
multiplied by the number of shares grant8tbckbased compensation expense for restricted stock included -imteo@st expense

was $.6 million and £.2million for the three months endédiarch 31, 201%nd 2018 Unrecognized copensation expense for
nonvested restricted stock awards was8.4 million at March 31, 201%nd is expected to be recognized aveveightedaverage

period of 2.3years.

On January 23, 201¢ursuant to the Employee Planh e B a n lnd and gompersi@anrcommitteeawardedts executive
officers an aggregate of 170,0p8rformancéb ased r est r i ct e Hasesl bnaarget parforinanaath ¢abhFPBL 0 )
representing the right to receive one share of common stock at a future daeSBlyganted contain both performance and market
conditions. The PSUs will be earned and vest dependeétung on
(ATSRO), return on average common equi)agverétireg@d fedod, canpated toe t u
the companies that comprise the KBW Regional Banking I ndex
to the Bankds 2018 executive compensat i ornhepame threggar metod. ( f or
Measurement is determined on a percentile basis rel ettheve t
performance period is negative, no more than 100% of the target PSUs for the relative TSRecbmiidbe earned, and the value
of a PSU earned at the end of the performance period for the relative TSR component cannot exceed six times (6x) thetgoknt da
price. The PSUs contain a thrgear vesting period followed by a egear postvest hdd period and are eligible to accrue dividend
equivalents that are subject to the same vesting criteria as the underlying PSUs.

Compensation expense for PSU awards included iAmenest expense was $0.3 million for the three months ended March 31,
2019. Unrecognized compensation expense for-nested PSU awards was $nillion at March 31, 2019 and is expected to be
recognized over a weightexverage period of 2.8 years.

11. Fair Value Measurements

The Bank measures certain of its assets and liabilities on a fair value basis using various valuation techniques aodsassumpti
depending on the nature of the asset or liability. Fair value is defined as the price that would be received to selt paidgset
transfer a liability in an orderly transaction between market participants at the measurement date. Additionally, frinsedusither
on a periodic basis, typically at least quarterly, or on areonrring basis to evaluate certain asaets liabilities for impairment or
for disclosure purposes. The Bank had no material liabilities that were accounted for at fair Matehe81, 201%r December 31,
2018

The Bank applies the following fair value hierarchy.
LevellT Quoted prices foidentical instruments in active markets.

Level2T Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments it
markets that are not active; and medetived valuations whose inputs are observable.

Level 31 Instruments whose inputs are unobservable.
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The following table sets forth the Bankds assets, as of

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

March 31, 2019:
Investment securities AES

Mortgagebacked securiti€s $ o $ 211734 % o $ 2,117,34
Obligations of state and political subdivisions o} 594,07¢ 14,73( 608,80¢
U.S. Government agency securities o} 27,07¢ o} 27,07¢
Corporate obligations o} 15,294 o} 15,297
CRA qualified investment fund 1,07¢ 0 o) 1,07¢
Total investment securities AFS 1,07¢ 2,753,79: 14,73(C 2,769,60:
Impaired norpurchased loans o} 0 32,901 32,901
Impaired purchased loans o} o} 16,69¢ 16,69t
Foreclosed assets o) 0 14,09¢ 14,09¢
Total assets at fair value $ 1,07¢ $ 2,753,79. $ 78,42¢ $ 2,833,30(
December 31, 2018:

Investment securities AFS:
Mortgagebacked securiti€s $ o $ 221254t $ o $ 2,212,54
Obligations of state and political subdivisions o} 591,38( 15,23¢ 606,61¢
U.S. Government agency securities o} 26,93¢ o} 26,93¢
Corporate obligations o} 15,18: o} 15,18:
CRA qualified investment fund 1,05¢ s) o) 1,05¢
Total investment securities AFS 1,05¢ 2,846,04! 15,23¢ 2,862,34(
Impaired norpurchased loans o} 0 34,18¢ 34,18¢
Impaired purchased loans o} o} 7,801 7,801
Foreclosed assets o) 0 16,171 16,171
Total assets at fair value $ 1,05¢ $ 2,846,04' $ 73,39¢ $ 2,920,50(

(1) Thesemortgagebacked securities were issued by U.S. Government agencies.

The following table presents information related to Level 3-memurring fair value measurements as of the date indicated.

Fair Value at
Description March 31, 2019 Technique Unobservable Inputs
(Dollars in thousands)
Impaired norpurchased loans $ 32,907 Third party appraisap 1. Management discount based on
or discounted cash underlying collateral
flows characteristics and market
conditions
2. Life of loan
Impaired purchased loans $ 16,695 Third party appraisab 1. Management discount based on
and/or discounted cash underlying collateral
flows characteristics and market
conditions
2. Lifeof loan
Foreclosed assets $ 14,09¢ Third party appraisaf? 1. Management discount based on
broker price opinions underlying collateral
and/or discounted cash characteristics and market
flows conditions

2. Discount rate
3. Holding period

(1) The Bank utilizes valuation techniques consistent with the market, cost, and income approaches, or a combination ¢tenmaafimgd
fair value
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The following methods and assumptions are used to estimate thedfdirue of t he Bankds assets t

value.

Investment securities AFSThe Bank utilizes independent third parties as its principal pricing sources for
determining fair value of investment securities AFS which are measured on a recurring basis. As a result, the Bank
considersestimates of fair value from at least two indegdent pricing sources for the majority of its individual securities
within its investment portfolio. For investment securities AFS traded in an active market, fair values are based on quotec
market prices if available. If quoted market prices are notablaj fair values are based on quoted market prices of
comparable securities, broker quotes, comprehensive interest rate tables and pricing matrices or a combination thereof.
For investment securities AFS traded in a market that is not active, fairizaegrmined using unobservable inputs. All
fair value estimates of the Bankés investment securit

The Bank has determined that certain of its investment securities AFS had a limiteeetastent trading market
atMarch 31, 2019As a result, the Bank considers these investments as Level 3 in the fair value hierarchy. Specifically,
the fair values of certain obligations of state and political subdivisions consisting primarily of certain unrated private
placementborel (t he fAprivate pl ace te/milionatdarchs3d 2019vene cdlchlaed asng u n t
Level 3 hierarchy inputs and assumptions as the tradi
determination was based dretlimited number of trades or, in certain cases, the existence of no reported trades for the
private placement bonds. The private placement bonds are generally prepayable at par value at the option of the issuer.
a result, management believes the gavyalacement bonds should be individually valued at the lower thig(ipnatrix
pricing provided by the Bankdéds third party pmarcaueg se
AtMarch 31,2019 t he third pasr tviaelsube dp rtihcei nBga nnkadtsr ipcoer t f1d.7V i o of
million, which was approximately the same as the aggregate par value of the private placement bonds. Accordingly, at
March 31, 2019the Bank reported the private placement bond44f7$nillion.

Impaired norpurchased loaris Fair values are measured on a-#necurring basis and are based on the underlying
collateral value of the impaired loan, reduced for holding and selling costs, or the estimated discounted cash flows for
such loan. AMarch 31, 201%he Bank had reduced the carrying value of its impairedpuwohased loans (all of which
are included in nonaccrual loans) 4880 million to the estimated fair value 083.9million. The $18.0million
adjustment to reduce the carryinguglof such impaired loans to estimated fair value consistedi7of fillion of partial
chargeoffs and $.9million of specific allowance allocations for loan losses.

Impaired purchased loaildmpaired purchased loans are measured at fair value on@coming basis. As of
March 31, 2019the Bank had identified purchased loans where current information indicates it is probable that (i) the
Bank will not be able to collect all amounts according to the contractual terms thereof (for purchased loans with
evidence of credit deterioration at date of acquisition) or (ii) the expected performance of such loans had deteriorated fre
management 6s performance expectations established in

sincemange ment 6s most recent review of such portfoliobs g
deterioration at date of acquisition). March 31, 2019the Bank had 3.7 million of impaired purchased loans.

Foreclosed assetsRepossessed persal properties and real estate acquired through or in lieu of foreclosure,
excluding purchased foreclosed assets, are measured ofrecnoing basis and are initially recorded at fair value less
estimated cost to sell at the date of repossessionemidsure. Purchased foreclosed assets are initially recorded at Day 1
Fair Values. Valuations of these assets are periodically reviewed by management with the carrying value of such assets
adjusted through neimterest expense to the then estimated fdirevaet of estimated selling costs, if lower, until
disposition. AtMarch 31, 2019the Bank had #4.1million of foreclosed assets.
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The following table presents additional information for the periods indicated about assets measured at fair valueriog a recu
basis and for which the Bank has utilized Level 3 inputs to determine fair value.

Investment
Securities AFS

(Dollarsin thousands
Balancei December 31, 2018 $ 15,23¢
Total realized gains (losses) included in earnings o}
Total unrealized gains (losses) included in comprehensive income 207
Paydowns and maturities (713)
Sales o}
Transfers in and/or out of Level 3 0
Balancei March 31, 2019 14,73(
Balancei December 31, 2017 16,42¢
Total realized gains (losses) included in earnings o}
Total unrealized gains (losses) included in comprehensive income (172)
Paydowns and maturities (607)
Sales o}
Transfers in and/or out of Level 3 0
Balancei March 31, 2018 15,64

12.  Fair Value of Financial Instruments
The following methods and assumptions were used to estimate the fair value of financial instruments.

Cash and cash equivaleiit&or these shottierm instruments, the carrying amount of cash and cash equivalents,
including interest earning deposits and due from banks, is a reasonable estimate of fair value.

Investment securities AFSThe Bank utilizes independent third parties as its principal pricing sources for
determining fair value of investment securities AFS which are measured on a recurring basis. As a result, the Bank
receives estimates of fair value from at least two indeéest pricing sources for the majority of its individual securities
within its investment portfolio. For investment securities AFS traded in an active market, fair values are based on quotec
market prices if available. If quoted market prices are notahail fair values are based on quoted market prices of
comparable securities, broker quotes, comprehensive interest rate tables, pricing matrices or a combination thereof. Fol
investment securities AFS traded in a market that is not active, fair valeteisnthed using unobservable inputs. All fair
val ue estimates of the Bankdéds investment securities a

Loansi The fair value of loans, including purchased loans, is estimated by discounteptweduture cash
flows using the current rate at which similar loans would be made to borrowers with similar credit ratings and for the
same remaining maturities.

Deposit liabilitiesi The fair value of demand deposits, savings accounts, money market deposits and other
transactioraccounts is the amount payable on demand at the reporting date. The fair value of fixed maturity time deposi
is estimated using the rate currently available for deposits of similar remaining maturities.

Repurchase agreemeiitsor these shotterm instruments, the carrying amount is a reasonable estimate of fair
value.

Other borrowed fundsé For these shoitierm instruments, the carrying amount is a reasonable estimate of fair value.
The fair value of longerm instruments is estimated based on the cura¢es available to the Bank for borrowings with
similar terms and remaining maturities.

Subordinated notes and debenturdse fair values of these instruments are based primarily upon discounted cash
flows using rates for securities with similar teramgl remaining maturities.

Off-balance sheet instrumerit§ he fair values of outstanding commitments and letters of credit are based on fees
currently charged to enter into similar agreements, taking into account the remaining terms of the agreenfants. The
values of outstanding commitments and letters of credit were not matéviatet 31, 201%r December 31, 2018

The fair values of certain of these instruments were calculated by discounting expected cash flows, which contain numerous
uncertaintis and involve significant judgments by management. Fair value is the estimated amount at which financial assets or
liabilities could be exchanged in a current transaction between willing parties other than in a forced or liquidatiecaade. i
marketexists for certain of these financial instruments, the Bank does not know whether the fair values shown below represent valu
at which the respective financial instruments could be sold individually or in the aggregate.
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The following table presents tharcying amounts and estimated fair values as of the dates indicated and the fair value hierarch

of the Bankdés financi al instrument s.
March 31, 2019 December 31, 2018
Fair Estimated Estimated
Value Carrying Fair Carrying Fair
Hierarchy Amount Value Amount Value

(Dollars in thousands)
Financial assets:

Cash and cash equivalents Levell $ 607,69¢ $ 607,69¢ $ 290,67 $ 290,67:
Levels1,

Investment securities AFS 2and 3 2,769,60: 2,769,60: 2,862,34( 2,862,34(

Loans, net of ALL Level 3 17,369,44. 17,302,06° 17,015,55! 16,735,92.

Financial liabilities:
Demand, savings and interest bearing

transaction deposits Level 1 $12,740,200 $12,740,201 $12,430,98( $ 12,430,98!
Time deposits Level 2 5,736,66¢ 5,769,85¢ 5,507,42¢ 5,532,90¢
Repurchase agreements with customers Level 1 25,517 25,517 20,56¢ 20,56¢
Other borrowings Level 2 1,48¢ 1,49¢ 96,69z 96,68¢
Subordinated notes Level 2 223,37t 220,48¢ 223,28! 217,57
Subordinated debentures Level 2 119,49¢ 107,057 119,35¢ 107,71

13. Repurchase Agreements With Customers

At March 31, 201%nd December 31,281 secur i ties sold under agreements to
$25.5million and $£0.6million, respectively. Securities utilized as collateral for repurchase agreements are primarily U.S.
Government agency securities and are maintained by tiha Ban
daily basis, and the Bankay be required to provide additional collateral due to changes in the fair market value of these securities.
The terms of the Bankodés repurchase agreements are continuo

14. ChangeslnandRec |l assi fications From Accumul ated Ot her Compr ehe

The following table presents changes in AOCI for the periods indicated.
Three Months Ended
March 31,
2019 2018
(Dollars in thousands)

Beginning balance of AOQI unrealized gains and losses
on investment securities AFS $ (34,10 $ (12,712)
Other comprehensive income (loss):
Unrealized gains and losses on investment securities

AFS 37,42 (36,990)
Tax effect of unrealizedains and losses on investment
securities AFS (8,991 8,794
Amounts reclassified from AOCI o} o}
Tax effect of amounts reclassified from AOCI 0 o}
Total other comprehensive income (loss) 28,42¢ (28,196
Ending balance of AOQI unrealized gains and losses on
investment securities AFS $ (5,67€) $ (40,90¢)
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15. Other Operating Expenses

The following table is a summary of other operating expenses for the periods indicated.

Three Months Ended

March 31,
2019 2018
(Dollars in thousands)

Professional and outside services $ 8,564 $ 8,70%
Software and data processing 4,70¢ 3,34C
Deposit insurance and assessments 3,652 3,562
Telecommunication services 3,344 3,197
Travel and meals 2,66¢ 2,15¢
Postage and supplies 2,10z 2,19t
Advertising and public relations 1,682 1,331
ATM expense 987 1,365
Loan collection andepossession expense 984 790
Writedowns of foreclosed and other assets 562 151
Amortization of intangibles 3,14¢ 3,14¢
Other 4,65¢ 4,22¢

Total other operatingxpense $ 37,06 $ 34,161

16. Recent Accounting Pronouncements

In February 2016, FASB issued ASU 2003,fi Le as e s (. Do AISd02 &QUure6 lessees to recognize a rifhtise
asset and a lease liability on their balance shEe¢ Bank adopted the provisions of ASU 2d@iBss of January 1, 2019. Seetd 6
for additional disclosure related to the adoption of ASU 2026

In June 2016, FASB issued ASU 2018fA Fi n a n c i a |-Crédit losses ((Tiopecr8265 Measurement of Credit Losses on
Financi al whictssigmificanilg revisssdhe guidance related to impairment of financial instruments. The new guidance
replaces the current incurred loss model that is utilized in estimating the ALL with a model that requires managenmesitet@lé sti
contractual cash flows thate not expected to be collected over the life of the loan. This revised model is what FASB describes as tl
current expected credit | oss (ACECLO) model, and FASB beli
losses since the CH. model incorporates expected credit losses versus incurred credit losses. The scope of ABirxddbes
loans, including purchased loans with credit deterioration, avaifabkeale debt instruments, lease receivables, loan commitments
and financidguarantees that are not accounted for at fair value. ASU-2B1$6effective for interim and annual periods beginning
after December 15, 2019, with early adoption permitted for interim and annual periods beginning after December Te2Bdi8k
encaged outside third parties to assist with data analysis, model development and implementation. In addition, the Baekl fzas form
crossfunctional advisory council comprised of individuals from credit, corporagaéia, risk management and other discedin
Whil e much of t he sBeamcknipketeaddthe Bankehasadqyirediasd bégan implementatiahvalidatiorof
the various models necessary to comply with ASU 203,8he Bank is currently unable to quantify the effect that ASU 2[R will
have on its financial position, results of operations, and its financial statement disclosures.

In January 2017, FASB issued ASU 2604fi | nt a rCpiokdiwe sl |  and OwhicleamendsTtlee peiguire mgrs Bat o
entities compare the implied faialue of goodwill with its carrying amount as part of step two of the goodwill impairment test. As a
result, entities should perform their annual or interim goodwill impairment test by comparing the fair value of a repioiitl s
carryingamounand recognize an i mpairment i f the carryi nisamount
effective for annual periods beginning after December 15, 2019. The Bank currently expects the adoption of ABUMIDLGt
have a significangffect on its annual goodwill impairment test or its financial position or results of operations.

In March 2017, FASB issued ASU 2008 R e ¢ e i-Noaré&fundakle Fees and Other Costs (Subtopie3T0 wldich
amends the accounting for the amortizatibpremiums for certain purchased callable debt securities by shortening the amortization
period to the earliest call date. ASU 2809 is effective for interim and annual periods beginning after December 15, 2019. The
Bank is evaluating the effect thaBA 201708 may have, if any, on its financial position or results of operations.

In August 2018, FASB issued ASU2018fi Fai r Val ue Measur ement ( TioQhangestd the ) : [
Di sclosure Requirement s ASU®0I181B madifies ¥adousudisclodMies aeguirementseon fair. value
measurements in Topic 820. These modifications include, but are not limited to, the removal of the requirement to elissdasmsh
for and amounts of transfers between Level 1 and Levedétsaand liabilities, and certain other disclosures that are no longer
considered cost beneficial. In addition, ASU 2aB8requires additional disclosures related to certain Level 3 unobservable inputs as
well as disclosures related to changes in urzedlgains and losses for Level 3 assets and liabilities. ASU2®iBeffective for
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interim and annual periods beginning after December 15, 2019. The Bank is evaluating the effect fa1&8¥may have, if any,
on its financial statement disclosures

In August 2018, FASB issued ASU 2018i | nt a i Goobwillard Otheil InternatUse Software (Subtopic 33M):
Customerds Accounting for | mplementation Costs I ncWlBUed in
201815 alignsthe requirements for capitalizing implementation costs incurred in a cloud computing arrangement that is a service
contract with the requirements for capitalizing implementation costs incurred to develop or obtain-usesaitware (and hosting
arrangenents that include an internal use software license). The accounting for the service element of a hosting arrangsment that i
service contract is not affected by these amendments. ASU1ZBiESeffective for interim and annual periods beginning after
December 15, 2019. The Bank is evaluating the affect that ASUZRi8y have, if any, on its financial position or results of
operations.

28



tem2. Management 6 s Discussion and Analysis of Financi al Condi

Unless the contexttherwise requires, references in thisarterly report on Form 180t o t e r mBang wc M wees 0f f L
and Aour o OEKef(the BBakko) and its consolidated subsidiari

FORWARD-LOOKING INFORMATION

This quarterlyreport on Form 1@, includn g Management 6 s Di scussion and Anal ysi
Operationg i M D &,Ather public filings made by us and other oral and written statements or reports by us and our management
include certain forwardboking statements that airgended to be covered by the Private Securities Litigation Reform Act of 1995.
Forwardl ooki ng statements are based on management ds expectat.i
information available to, management at the tinteose statements are not guarantees of future results or performance and are subjec
to certain known and unknown risks, uncertainties and other factors that may cause actual results to differ materelgefrom t
expressed in, or implied by, such forwdotking statements. Forwatdoking statements include, without limitation, statements
about economic, real estate market, competitive, employment, credit market and interest rate conditions, includingnexfoectatio
further changes in monetary and nat&t rate policy by the Board of Governors of the Federal Reserve SysiemR Bud plans,
goals, beliefs, expectations, thoughts, estimates and outlook for the future with respect to our revenue growth; netlieconiegs
per common share; net ingst margin; net interest income; rimterest income, including service charges on deposit accounts, trust
income, bank owned life insurande i B O intome, other income from purchased loans, loan service, maintenance and other fees,
and gains (losse®n investment securities and sales of other assetdnterest expense; efficiency ratio; anticipated future operating
results and financial performance; asset quality and asset quality ratios, including the effects of current economéstatd real
market conditions; nonperforming loans; nonperforming assets; net chffsgend net chargeff ratios; provision and allowance for
loan losses; past due loans; current or future litigation; interest rate sensitivity, including the effects of possitledtaethanges;
future growth and expansion opportunities, including plans for making additional acquisitions; problems with obtainitogyregula
approval of or integrating or managing acquisitions; the effect of the announcement of any future acquististomer
relationships and operating results; plans for opening new offices or relocating or closing existing offices; opponiigitiaks dor
future market share growth; expected capital expenditures; loan and deposit growth, including growtifdraled closed loans;
changes in the volume, yield and value of our investment securities portfolio; availability of unused borrowings; thssieeddbt
or equity securities and other similar forecasts and statements of expectation. Worddisach asi ci pat e, 06 fAassume
Afcoul d, 6 Aesti mate, 0 fiexpect, 06 Agoal, 0 Ahope, 0 Ai nfitwonudl, do, O
and similar words and expressions, as they relate to us or our management, idevdifylfmking statements.

Actual future performance, outcomes and results may differ materially from those expressed in, or implied by|dokiveyd
statements made by us and our management diggtton risks, uncertainties and assumptions. Certain factors that may affect our
future results include, but are not limited to, potential delays or other problems in implementing our growth, expasiguisitidn
strategies, including delays in idéying satisfactory sites, hiring or retaining qualified personnel, obtaining regulatory or other
approvals, obtaining permits and designing, constructing and opening new offredscating or closing existing officethe ability
to enter into and/orlase additional acquisitions; problems with, or additional expenses relating to, integrating acquisitions; the
inability to realize expected cost savings and/or synergies from acquisitions; problems with managing acquisitiong;adhtheffec
announcemdrof any future acquisition on customer relationships and operating results; the availability of and access to capital,
possible downgrades in our credit ratings or outlook which could increase the costs or availability of funding from andqeitsy| tine
ability to attract new or retain existing or acquired deposits or to retain or grow loans, including growth from unfisetebbalts;
the ability to generate future revenue growth or to control future growth iintemrest expense; interest rate fluatians, including
changes in the yield curve between stiertn and longerm interest rates or changes in the relative relationships of various interest
rate indices; competitive factors and pricing pressures, including their effect on our net integgsbmeore spread; general
economic, unemployment, credit market and real estate market conditions, and the effect of such conditions on the icestiteforth
borrowers, collateral values, the value of investment securities and asset recovery kahges i legal, financial and/or regulatory
requirements; recently enacted and potential legislation and regulatory actions and the costs and expenses to comggadiith new
existing legislation and regulatory actions; changes in U.S. Government myoenedafiscal policy; Federal Deposit Insurance
Corporation (AFDICO0O) speci al assessments or changesesto reg
including changes regarding maintaining cybersecurity; the impact of failuoe limeach of, our operational or security systems or
infrastructure, or those of third parties with whom we do business, including as a result of cyber attacks or an itleeeas@lénce
or severity of fraud, illegal payments, security breacheshardlegal acts impacting us or our customers; adoption of new
accounting standards or changes in existing standards; and adverse results (including costs, fines, reputational bérer and/or
negative effects) from current or future litigation, regugtexaminations or other legal and/or regulatory actions or rulings as well as
other factors described in thgsarterlyreport on Form 14 or as detailed from time to time in the other public reports we file with
the FDIG including those factors idefiti ed i n t he di scl osurlecsso kuinndge rl ntfheer meetaskad mog ainFd
Factor so i n nnualrepononsForm 10¢for¢he year anded December 31, 20%8hould one or more of the foregoing risks
materialize, or should undgihg assumptions prove incorrect, actual results or outcomes may vary materially from those described ir
or implied by, such forwartboking statements. We disclaim any obligation to update or revise any felwekidg statement based
on the occurrencef duture events, the receipt of new information or otherwise.
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SELECTED AND SUPPLEMENTAL FINANCIAL DATA

The following tables set forth selected unaudited consolidated financial data as of and for the three moniharein@dd 201%nd 2018
and supplemental unaudited quarterly financial data for each of the most recent eight quarters beginninges@hdrigarter of 2017 through the
first quarter of 202. These tables are qualified in their entirety by our consolidated finatataments and related notes presented in Part |, [tem 1
Financial Statements in this quarterly report on ForaQ1@he calculations of our tangible book value per common share and our annualized returns
on average tangi bl e cmodnnome st eoacdkrmoil Idieatsiboresqqutid ygeeaner al ly acceptec
MD&A under fdACapital Resources and 4Qi quidityo in this quarterly r

Selected Consolidated Financial Data Unaudited

Three Months Ended
March 31,

2019 2018
(Dollars in thousands, except per share amounts)
Income statement data:

Interest income $ 295,24: $ 257,49:
Interest expense 69,35% 39,71¢
Net interest income 225,88¢ 217,77¢
Provision for loan losses 6,681 5,567
Non-interest income 24,07z 28,707
Norrinterest expense 96,67¢ 93,81(
Net income available to common stockholders 110,70¢ 113,14+
Common share and perrommon share data:
Earnings diluted $ 0.86 $ 0.88
Book value 30.11 27.42
Tangible book value 24.7¢ 21.9¢
Cash dividends per share 0.22 0.19
Weightedaverage diluted shares outstandftigusands) 128,96¢ 128,76:
End of period shares outstanding (thousands) 128,94¢ 128,61z
Balance sheet data at period end:
Total assets $ 23,005,65: $ 22,039,43!
Total loans 17,475,39¢ 16,609,09!
Non-purchased loans 15,610,68: 13,674,56:
Purchased loans 1,864,71! 2,934,53!
Allowance for loan losses 105,95¢ 98,097
Foreclosed assets 14,09¢ 21,931
Investment securities 2,781,69: 2,612,96:
Goodwill and other intangible assets 693,31¢ 705,89¢
Deposits 18,476,86! 17,833,67.
Repurchase agreements with customers 25,517 149,07t
Other borrowings 1,48¢ 1,942
Subordinated notes 223,37¢ 222,99¢
Subordinated debentures 119,49¢ 118,93¢
Unfunded balance of closed loans 11,544,21t 12,551,03:
Tot al common stockholdersd equity 3,882,64: 3,526,60!
Loan (including purchased loans) to depoaito 94.56% 93.1%%
Average balance sheet data:
Total average assets $ 22,556,36! $ 21,280,84:
Total average common stockhol derso6 equity 3,813,97¢ 3,484,29°
Average common equity to average assets 16.91% 16.37%
Performance ratios:
Return on average asséts 1.99% 2.16%
Return on average coddmmon stockholdersé equi 11.77 13.17
Return on average tangi®l e common stockhol dt¢ 14.4C 16.52
Net interest margiin FTE® 4.53 4.69
Efficiency ratio 38.4¢ 37.8¢
Common stock dividend payout ratio 25.54 21.57
Asset Quality ratios:
Net chargeoffs to average nepurchased loaf4? 0.05% 0.04%
Net chargeoffs to average total loaf¥s 0.07 0.04
Nonperforming loans to total loadfls 0.22 0.08
Nonperforming assets to total as§éts 0.21 0.16
Allowance for loan losses as a percenta@é
Total nonpurchased loaf$ 0.67% 0.71%
Nonperforming loarfé 308% 774%
Capital ratios at period end:
Common equity tier 1 12.6€% 11.37%
Tier 1 risk based capital 12.6€ 11.37
Total risk based capital 14.4% 13.13
Tier 1 leverage 14.52 13.8C

(1) Ratios annualized based on actual days.
(2) Excludes purchased loans and net chaffgrelated to such loans.

(3) Excludes purchased loans, except for their inclusion in total assets.
(4) Excludes purchased loans and any allowance for such loans.
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Supplemental Quarterly Financial Datai Unaudited

6/30/17 9/30/17 12/31/17 3/31/18 6/30/18 9/30/18 12/31/18 3/31/19
(Dollars in thousands, except per share amgunts
Earnings Summary:
Net interest income $ 202,108 $ 209,72: $ 214,83: $ 217,77¢ $ 224,661 $ 220,61¢ $ 228,38. $ 225,88¢
Federal tax (FTE) adjustment 3,39¢€ 3,014 2,45C 1,16€ 1,151 1,132 1,21¢ 1,207
Net inteest income (FTE) 205,501 212,73¢ 217,28: 218,94 225,81z 221,74¢ 229,601 227,09t
Provisionfor loan losses (6,103) (7,777) (9,279 (5,567) (9,610 (41,949 (7,277) (6,687)
Norrinterest income 31,84( 32,747 30,21: 28,707 27,38¢ 24,121 27,56( 24,072
Norrinterest expense (83,82¢) (84,399 (86,177) (93,810 (89,107 (102,947 (94,897 (96,67¢)
Pretax irome (FTE) 147,41( 153,30: 152,03¢ 148,27: 154,481 100,97¢ 154,99 147,80¢
FTE adjusment (3,39¢) (3,019 (2,450 (1,16€) (1,153 (1,132 (1,219 (1,207)
Provision for income taxes (53,48¢) (54,24¢) (3,439 (33,979) (38,589 (25,66%) (38,750) (35,889
Noncontrolling interest 6 (40) 10 11 10 1 3 (6)
Net income available to
common stockholders $ 90,532 $ 96,000 $ 146,16« $ 113,14« $ 114751 $ 74,18C $ 115,037 $ 110,70¢
Earnings per common share
diluted $ 073 $ 0.7t $ 114 $ 088 $ 089 $ 058 $ 089 $ 0.86
Non-interest Income:
Service charges on deposit account$ 11,762 $ 9,72¢ $ 10,05¢ $ 9,52t $ 9,704 $ 9,73C $ 10,558t $ 9,722
Trust income 1,577 1,75¢ 1,72¢€ 1,79z 1,591 1,73C 1,821 1,73C
BOLI income 4,594 4,45% 5,16€ 7,58C 5,259 5,321 5,751 5,162
Other income from purchased loans 4,777 2,93¢ 2,00¢ 1,251 2,744 1,41¢ 2,37C 795
Loan service, maintenance and oth
fees 3,427 5,274 4,28¢ 4,74% 5,641 4,724 5,24% 4,874
Net gains on investment securities 404 2,42¢ 1,200 17 o] o] o) o]
Gains (losses) on sales of other ass 672 1,362 1,89¢ 1,42¢€ 844 (518) 465 284
Other 4,62E 4,811 3,862 2,372 1,602 1,71€ 1,32¢ 1,50¢
Total noninterest income $ 3184 $ 32,747 $ 30,217 $ 28,707 $ 2738 $ 24,121 $ 2756( $ 24,07
Non-interest Expense:
Salariesand employee benefits $ 39892 $ 35331 $ 38417 $ 4549¢ $ 41665 $ 41477 $ 41837 $  44,86¢
Net occupancy expense 12,937 13,59¢ 13,47 14,15C 13,821 14,35¢ 14,0217 14,75C
Other operating expenses 30,99¢ 35,47¢ 34,28¢ 34,161 33,61% 47,107 39,02¢ 37,06(
Total noninterest expense $ 83828 $ 8439¢ $ 86177 $ 9381C $ 89,107 $ 102,94: $ 94,89 $  96,67¢
Balance $eet Data:
Total assts $20,064,58! $20,768,49. $21,275,64 $22,039,43! $22,220,38! $22,086,53' $22,388,031 $23,005,65.
Non-purchased loans 11,025,20: 12,047,09. 12,733,93 13,674,56. 14,183,53! 14,440,62: 15,073,79. 15,610,68:
Purchased loans 4,159,13¢ 3,731,53t 3,309,09: 2,934,53! 2,580,34: 2,285,16¢ 2,044,03: 1,864,71!
Investment securities 2,101,75: 1,975,10: 2,622,P6 2,612,96: 2,617,85¢ 2,706,15¢ 2,888,28: 2,781,69:
Deposits 16,241,441  16,823,35 17,192,34" 17,833,67. 17,897,08' 17,822,91! 17,938,41 18,476,86!
Unfunded balance of closed loans  11,883,67¢ 12,519,83' 13,192,43! 12,551,03: 11,999,66: 11,891,24  11,364,97' 11,544,21i
Common stockholders' equity 3,260,12: 3,334,741 3,460,72¢ 3,526,60! 3,613,90: 3,653,59¢ 3,770,33( 3,882,64:
Allowance for Loan Losses:
Balance at beginning of period $ 7822« $ 82320 $ 8684 $ 9412( $ 98,097 $ 104,63t $ 98,20C $ 102,26¢
Net chargeoffs (2,007) (3,319 (1,949) (1,590 (3,069 (48,387) (3,207) (2,99))
Provision for loan losses 6,10% 7,771 9,27¢ 5,567 9,61C 41,94¢ 7,271 6,681
Balance @iend of period $ 82320 $ 86,78 $ 9412( $ 98,097 $ 10463t $ 98,20C $ 102,26¢ $ 105,95¢
SelectedRatios:
Net inteest margiri FTEY 4.9%% 4.84% 4.72% 4.6%% 4.66% 4.47% 4.55% 4.53%
Efficiency ratio 35.32 34.3¢ 34.82 37.8¢ 35.1¢ 41.87 36.9C 38.4¢
Net chargeoffs to average
non-purchased loafs® 0.03 0.08 0.08 0.04 0.05 1.32 0.06 0.05
Net chargeoffs to average
total loan§? 0.05 0.0¢ 0.0t 0.04 0.07 1.14 0.07 0.07
Nonperforming loans to total lodfls 0.11 0.11 0.1C 0.09 0.10 0.23 0.23 0.22
Nonperforming assets to total as§ét 0.23 0.2C 0.18 0.16 0.15 0.23 0.23 0.21
Allowance for loan losses to
total nonpurchased loaf$ 0.73 0.71 0.73 0.71 0.73 0.67 0.67 0.67
Loans past due 30 days or
more, including past due
non-accual loans, to total loaffs 0.15 0.12 0.15 0.14 0.12 0.17 0.28 0.28

(1) Ratios annualized based on actual days.

(2) Excludes purchased Ina and net chargeffs related to such loans.
(3) Excludes purchased loans, except for their inclusion in total assets.
(4) Excludes purchased loans and any allowance for such loans.
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OVERVIEW

The following discussion explains our financial condition and results of operations as of and for the threemoa¥iarch
31, 2019 The purposef this discussion is to focus on information about our financial condition and results of operations which is not
otherwise apparent from the consolidated financial statements and related notes. The following discussion and analysisestibuld
in corjunction with the consolidated financial statements and related notes presented in Part 1,Fieangial Statements inith
quarterly report on Form 1Q and in our anualreport on Form 14 for the year ended December 31, 20ABnualized results fo
these interim periods may not be indicative of results for the full year or future periods.

Our primary business is commercial banking conducted by the Bankaainds subsidiaries of the BanRur results of
operations depend primarily on net inteiesbme, which is the difference between the interest income from earning assets, such as
loans and investments, and the interest expense incurred on interest bearing liabilities, such as deposits, borrodingtedsubor
notes and subordinated debentuW¥s. also generate nednterest income, including, among others, service charges on deposit
accounts, trust income, BOLI income, other income from purchased loans, loan service, maintenance and other fees and gains on
investment securities and from saletifer assets.

Our noninterest expense consists primarily of employee compensation and benefits, net occupancy and equipment expense
other operating expenses. Our results of operations are significantly affected by our provision for loan lossqm @ridion for
income taxes.

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in conformity with GAAP requires management to make estimates, assumptions and
judgments that affect the amounts reported in the consolidated financialestéde Our determination of the fijovisions to and the
adequacy of the al |l owa nfairealué a our ihvesanent deaustisseartfol{o,fadglatcounting fdr our )
income taxes all involve a higher degree of judgment and eitypkhan our other significant accounting policies. Accordingly, we
consider the determination of fiyovisions to and the adequacy of the ALL, fii¢ fair value of our investment securities portfolio,
and (ii) accounting for our income taxes to ly#ical accounting policies. A detailed discussion of each of these critical acogunti
policies is included in our annuaport on Form 1K for the year ended December 31, 20IBere has been no change in our critical
accounting policies and no mateérihange in the application of critical accounting policies as presented anmualreport on Form
10K for the year ended December 31, 2018

ANALYSIS OF RESULTS OF OPERATIONS

General

Net income available to our common stockholders vid9F milli on for the first quarter of 201%2.2% derease from $113.1
million for the first quarter of 2018. Diluted earnsiger common share were $0f86the first quarter of 2019, a 2@decrease from
$0.88 for the first quarter of 2018.

Our annualized returnncaverage assets was 198%or the first quarter of 2019 compared to 2.16% for the first quarter of 2018.
Our annualized return on average commost o c k ho | d e r $oor theyfitst quayter of 2049 ctnmparéd o 13.17% for the
first quarter of 2018 Our annualized return on average tangible commos t o c k h o | d e r $for theffitsi queer ofva s 1 4
2019 compared to 16.9@for the first quarterof 28 The cal cul ati ons of our average t a
annualizedreturon average tangible common stockholdersdéd equity and
ACapital Resources and Liquidityo in this MD&A.

Total assets were28.01billion at March 31, 201Zompared t&22.39billion at December 31, AB. Nonpurchased loans
were $5.61billion at March 31, 202 compared to $5.07billion at December 31, 201®urchased loans weré&.86billion at March
31, 20D compared to $.04billion at December 31, 2@L Total loans were 17.48billion at March 31,2019 compared to $7.12
billion at December 31, 201®eposits were B3.48billion at March 31, 209 compared to $7.94billion at December 31, 2@

Common st ockhol 388hilmroat Marchudl,ti2¢1Tompased B $.77billion at December 312018. Tangible
common st ockhol3debilisntat MarghBL, 2OLTompared t6 $.07billion at December 31, 201800k value per
common share was3$.11atMarch 31, 201Zompared to $9.32at December 31, 2018 angible book value per commehare was
$24.73atMarch 31, 201Zompared to $3.90at December 31,2018 The <cal cul ations of our tang
and tangible book value per common share and the rreesandhci | i
Liquidityo in this MD&A.
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Net Interest Income

Net interest income igur largessource of our revenue and represents the amount by which interest income on interest earning
assets exceeds the interest expense paid on interest bearing lialdditisgerest income is affected by many factors, including our
volume of average earning assets; our mix of average earning assets betwgerchased loans, purchased loans and investment
securities; our volume and mix of deposits; our net interestimargr core spread, which is how we describe the differences between
the yield on our noipurchased loans and our cost of interest bearing deposits; and other factors

Net interest income and net interest margin are analyzed in this discussionorntagfutya b | e equi val ent ( |
adjustment to convert net interest income to a FTE basis consists of dividiexgtapt interest income by one minus the statutory
federal income tax rate of 21% he FTE adjustments to net interest income were &dlldn for boththe three monthended March
31, 2019 and 20180 adjustments have been made in this analysis for income exempt from state income taxes or for interest expel
deductions disall owed under t he p)apardsdtiofonaestmentsin telai-tadempt er n a |
securities.

Net interest income for the firguarter of 2019 increased %670 $£27.1million compared to $218.9 million for the first
quarter of 2018. The increase in net interest income for the first quarter of 2019 compared to the same period in 20M8ikyas pr
due to the increase in average eagrassets, which increased %4o $£0.32 billion for the first quarter of 2019 compared to $18.92
bilionf or t he first quarter of 2018, partially offset by a de

Our net interest margin for the first quarter of 20d#s4.53% comparedo 4.69% for the first quarter in 2018. THi6 bps
decrease was due, in part, tdGbps increase in the rate paid on interest bearinditiab, partially offset by a 38ps increase in the
yield on interest earning assets.

The yield on iterest earimg assets was 5.92for the first quarter of 2019 compared to 5.54% for the first quarter of 2018. The
yield on our no-purchased loans increasedfis t06.44% for the first quarter of 2019 compared to 5.94% for the first quarter of
2018. This increase was primarily due to (i) 1incregesrats i n
in recent quarterand (ii) elevated levels girepayment penalties, yield maintenance and/or minimum interest provisions on certain
loans that paid off early during the first quarter of 2019. Atd¥ié@1, 2019, approximately #6of our nonpurchased loans are
variable rateand generally reprice withovements in LIBOR or the Wall Street Journal Prime REte yield orour purchased loan
portfolio decrease®1 bps t06.2%% for the first quarter of 2019 compared to a 6.50% for the first quarter of 2018. The yield on our
purchased loan portfolio is sificantly affected by both the volume and timing of early payoffs and paydowns which typically result
in any remaining purchase accounting valuation amounts treated as yield adjustments. Because the volume and timiagdf purcha
loan payoffs and paydowrmay vary significantly from period to period, the yield on such loans will also vary from period to period.
At March 31, 2019, approximately 42 of our purchased loan portfolio contairedns withvariable interest rates. The yield on our
aggregate ivestment securities portfolio inease®5 bps t02.84% for the first quarter of 2019 compared to 2.59%ffier first
guarter of 2018.This increase in yield on our aggregate investment securities portfolio was primarily the résgiftesfyielding
taxabk securities that were purchased during 2018.

The overall increase in rates on average interest bdamilities, which increased 78ps for the first quarter of 2019 compared
to the same period in 2018, was primarily due to an increase in ratesrestibearig deposits, which increased [B@s for the first
quarter of 2019 compared to the same period in 2018. The increase in rates on our interest bearing deposits, the taxgesbtomp
our interest bearing liabilities, wagimarily due to increass in the federal funds target rated increased competition for deposite
the extenthat deposit competition continues or there are future increases in the federal funds target rate, we could expect to
experience further increases in the costs ofirterest bearing deposits in future periods. Additionally, the need to grow deposits to
fund potential future earning asset growth or to otherwise provide additiofalamnce sheet liquidity could result in increased
deposit costs in future periods.

Our other borrowing sources includeje pur chase agr eement s othérbdmrowingsscongprsed s ( i |
primarily of Federal Home Loan Bank of Dallas (AFHLBivaed adyv
notes and (iv)subordinated debentures. Tinerease in rates on our other borrowings for the first quarter & @ixfpared to the
same period in 201®as dued increases in theeflerafundstarget rateand increased utilization of shagrm FHLB advances
partially off-set by interest capitalized, primarily for our corporate headquarters facility that is currently under const@uation.
subordinated notes consist of $225 million in aggregate principal amount of 5.50%cfifleating rate subordinated notes. The rate
on these subordinated notes includes amortization of debt issuance costs usingieltenedthodology over the estated holding
period of seven years. The rates paid on our subordinated debentures, which are tied to spreads -alar tHBOR and reset
periodically, increased primarily due to increases in LIBOR on the applicable reset dates.

The increase in avega earning assets for the first quarter of 2019 compared to the same period in 2018 was primarily due to a
increase in the average balances of-porchased loans and investment securities, partially offset by a decrease in the average balan
of purchasd loans. Average nepurchased loans increase2l 47 billion, or 19.0%, to $.5.48billion for the first quarter of 2019
compared to the same period in 2018. The increase in the average balance ofpauchased loans was due primarily to continued
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growth in loan fundingspartially offset by continuedlevatedevels of paydowns Average inveshent securities increase.81
billion, or 7.9%, to £.83billion for the first quarter of 2019 compared to the same period in 2018. The increase in the averag
balance of investment securities was primarily due to the purchase, during 2018, of approxida@teijlibn of investment
securities. The average balance of our purchased loans decrg&uilffon, or 38.8%, for the first quarter of 2019 comparedthe
same period in 2018. This decrease was due to continued paydown and payoff ac¢higitgartfolio.

The following table sets forth certain information relating to our average balahessets and liabilitiesur net interest
incomeand our core spreddr the periods indicated. Average balances are derived from daily average balances for such assets and
liabilities. The yields and rates are derived by dividing interest income or interest expense by the average balapttad Hesets
or liabilities, respectively. The average balances of investment securities are computed based on amortized cost adyestizkefbr
gains and |l osses on investment stlactempordryiingairmanwritedorss bflare). Theor s a
yields on investment securities include amortization of premiums and accretion of discounts. The average balapcecbiised
loans includes loans on which we have discontinued accruing interest. The yieldspuretased loaand purchased loans without
evidence of credit deterioration at date of acquisition include late fees, any prepayment penalties, yield maintenameeror min
interest provisions on loan repayments and amortization of cegfdrred fees, origination sts, dealer fees (for ngpurchased
indirect marine and RV loangnhd, for such purchased loans, accretion or amortization of any purchase accounting yield adjustment.
The yields on purchased loans with evidence of credit deterioration at date of amyinsitide accretion of the net present value of
expected future cash flows using the effective yield method over the term of the loans and includedatbdagprepayment
penalties Interest expense and rates on our other borrowing sources ardquemrof interest capitalized on construction projects
and include the amortization of debt issuance costs, if any. Interest expense on subordinated notes includes amadeiziation of
issuance costs. The interest expense on the subordinated debessunesdethrough an acquisition includes the amortization of any
purchase accounting adjustments.

34



Average Consolidated Balance Sheets and Net Interest Analy$i§TE

Three Months Ended March 31,

2019 2018
Average Income/ Yield/ Average Income/ Yield/
Balance Expense Rate Balance Expense Rate
(Dollars in thousands)
ASSETS
Interest earning assets:
Interest earning deposits and federal funds sold $ 67,01t $ 414 250% $ 110,08t $ 498 1.8%
Investment securities:
Taxable 2,310,77( 14,897 2.61 2,062,35¢ 11,431 2.2%
Taxexempti FTE 515,61 4,90 3.86 556,77¢ 5,26t  3.84
Non-purchased loansFTE 15,482,76! 246,04. 6.44 13,010,09: 190,487 5.94
Purchased loans 1,947,78: 30,19t 6.29 3,181,741 50,977 6.5C
Total earning assetsFTE 20,323,94! 296,45( 5.92 18,921,05: 258,65¢ 5.54
Nortinterest earning assets 2,232,41¢ 2,359, 79t
Total assets $22,556,36! $21,280,84:
LI ABI LI TIES AND STOCKH
Interest bearing liabilities:
Deposits:
Savings and interest bearing transaction $ 9,531,130 $ 36,10 1.54% $ 9,857,34° $ 22,57C 0.9%%
Time deposits of $100 or more 3,170,51( 15,558  1.99 3,036,12: 8,781 1.17
Other time deposits 2,435,42! 11,42¢ 1.90 1,445,94¢ 3,041 0.8%
Total interest bearing deposits 15,137,06! 63,087 1.69 14,339,41! 34,392 0.97
Repurchase agreements with customers 22,192 22 0.40 112,43¢ 159 0.57
Other borrowing$? 269,58¢ 1,38¢  2.09 165,94 633 1.5%
Subordinated notes 223,321 3,14¢ 5.71 222,94% 3,14¢ 5.72
Subordinated debentures 119,41 1,711 5.81 118,86« 1,38¢ 4.73
Total interest bearing liabilities 15,771,58: 69,35t 1.78 14,959,60! 39,71¢ 1.08
Norrinterest bearing liabilities:
Norinterest bearing deposits 2,757,11( 2,666,11.
Other nonrinterest bearing liabilities 210,58¢ 167,77¢
Total liabilities 18,739,27! 17,793,49!
Common stockhol dersd eqL 3,81397¢ 3,484,29
Noncontrolling interest 3,107 3,05¢€
Tot al l'iabilities and $22556,36! $21,280,84:
Net interest incomeé FTE $ 227,09t $ 218,94:
Net interest margiin FTE 4.53% 4.69%
Core spreaé? 4.75% 4.97%

(1) The interest expense and rates for other borrowings were affected by interest capitalizedly fmsimoari new corporate headquarters facility that is
currently under construction, totaling $0.3 million in the first quarter of 2019 and $0.1 million in the first quarteB.ofr2€ie absence of this interest
capitalization, these rates on otherrbaings would have been 2.62% in the first quarter of 2019 and 1.73% in the first quarter of 2018.

2) Represents the yield on nparchased loans, less the cost of interest bearing deposits.
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The following table reflects how changes in the volumiatgfrest earning assets and interest bearing liabilities and changes in
interest rates have affected our interest inGOFEE, interest expense and net interest inGoMEE for the periods indicated.
Information is provided in each category with respecttanges attributable to (thanges in volume (changes in volume multiplied
by prior yield/rate); (2rhanges in yield/rate (changes in yield/rate multiplied by prior volume); amthgBpes in both yield/rate and
volume (changes in yield/rate multipliegt bhanges in volume). The changes attributable to the combined impact of volume and
yield/rate have all been allocated to the changes due to volume.

Analysis of Changes in Net Interest Incomé FTE

Three Months Ended
March 31, 2019
Over
Three Months Ended
March 31, 2018
Yield/ Net
Volume Rate Change
(Dollars in thousands)

Increase (decrease) in:
Interest incomé FTE:
Interest earning deposits and federal

funds sold $ (266) $ 182 % (84)
Investment securities:
Taxable 1,601 1,86t 3,46¢€
Taxexempfi FTE (391 29 (362)
Non-purchased loansFTE 39,29/ 16,26( 55,554
Purchased loans (19,129 (1,659) (20,782)
Total interest incomé FTE 21,10¢ 16,68: 37,79z
Interest expense:

Savings and interest bearing transaction (1,23¢€) 14,76¢ 13,53:
Time deposits of $100 or more 659 6,11F 6,774
Other time deposits 4,644 3,744 8,38¢
Repurchase agreements with customers (90) 47 (137)
Other borrowings 534 222 756

Subordinated notes 5 (5) o}
Subordinated debentures 8 317 325
Total interest expense 4,524 25,11¢ 29,63¢
Increase in net interest incomd&TE $ 16,58 $ (8,432) $ 8,15:

Non-Interest Income

Our noninterest income consists primarily of, among others, service charges on deposit accounts, trust incomepB@eL|
other income from purchased loans, loan service, maintenance and other fees and gains on investment securities drattoer sales o
assets. Nointerest income for the first quartof 2019 decreased 160lto $£4.1million compared to $28.7 mithn for the first
quarter of 2018.

Servie charges on deposit accoyrsr largest component of namerest incomeincrease®.1% to 8.7 million for the first
quarter of 2019 compared t8.% million for the first quarter of 2018This increasevasdue primarily to net growthin the number of
core checkingccounts duringecentquartes.

Trust income decreased 3.5% to $1.7 million for the first quarter of 2019 compared to $1.8 million for the first quati®r of 2
due to decreases in both corporatel personal trust income.

BOLI income derease®1.% to $.2million for the first quarter of 2019 compared to $7.6 million for the first quarter of
2018. Our BOLI income for the first quarter of Z0ihcluded no BOLI death benefits compare®2o7 million of taxexempt BOLI
death benefits in the first quarter of 2018.

Other income from purchased loans was8$nillion in the first quarter of 2019 compared to $1.3 million in the first quarter of
2018. Other income from purchased loans consists pringdrihcome recognized on purchased loan prepayments and payoffs that
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are not considered yield adjustments. Because other income from purchased loans may be significantly affected bygamchased |
payments and payoffs, this income item may vary signifigdrom period to period.

Loan service, maintenance and other fees, which includes fees that are not coy@ttbeatjustments, increased 280 #.9
million for the first quarter of 2019 compared to $4.7 million for the first quarter of 2018.

Gainson sles of other assets we$@.3 million for thefirst quarter of 209 compared to $.4 million for thefirst quarter of
2018.

The following table presents namterest income for the periods indicated.

Non-Interest Income

Three Months Ended

March 31,
2019 2018
(Dollars in thousands)
Service charges on deposit accounts $ 9,72z $ 9,52t
Trust income 1,73C 1,79¢
BOLI income 5,162 7,58(
Otherincome from purchased loans 795 1,251
Loan service, maintenance and other fees 4,874 4,745
Net gains on investment securities o} 17
Gains on sales of other assets 284 1,42¢
Other 1,50& 2,372
Total noninterest income $ 24,07 $ 28,70

Non-Interest Expense

Our noninterest expense consists of salaries and employee benefits, net occupancy and equipment and other operating
expenses. Nointerest expense increased®.io 6.7 million for the first quarter of 2019 compared to $93.8 million for the first
quarter of 2018ln recent quarters, omon-interest expenseas includealevated expenses related to our continued focus on
expanding and enhancing our infrastructure foorimfation technology, cybersecurity, business resilience, enterprise risk
management, internal audit, compliance, Bank Secrecy Act anthangy laundering monitoring and a number of other important
areas, including expanding our infrastructure to senwettemoderate income and majorityinority markets and customer segments.

Salaries and employee benefits, our largest component ehterast expenselecreased..4% to $4.9million in the first
quarter of 2019 compared to $45.5 million e ffirst quater of 2018. Thiglecrease in salaries and employee benefits due
primarily to increased loan cost deferralsaagesult of an increase lioan originationspartially offset by increases in salaries and
employee benefits expenisethe first quarter 12019 compared to the first quarter of 2018

Our aggregate other operating expenses increaSegto $37.1 million for the first quarter of 2019 compared to $34.2 million
for the first quarter of 2018. These increases were primarily due to the grioilvehBankas it continues téocus on expanding and
enhancingts infrastructure in a number of important areas.

Our efficiency ratio (nosinterest expense divided by the sum of net interest in¢oRTEE ard noninterest income) was 386
for the firstquarter of 2019 compared to 37.9% for the first quarter of 2018.
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The following table presents namterest expense for the periods indicated.

Non-Interest Expense

Three Months Ended

March 31,
2019 2018
(Dollars in thousands)
Salaries and employee benefits $ 4488 $ 45,49¢
Net occupancy and equipment 14,75(C 14,15(
Other operating expenses:
Professional and outside services 8,564 8,70%
Software and data processing 4,70¢ 3,34C
Deposit insurance and assessments 3,652 3,562
Telecommunication services 3,344 3,197
Travel and meals 2,66¢ 2,153
Postage and supplies 2,103 2,19t
Advertising and public relations 1,68¢ 1,331
ATM expense 987 1,365
Loan collection and repossession expense 984 790
Writedowns of foreclosed and other assets 562 151
Amortization of intangibles 3,14¢ 3,14¢
Other 4,65¢ 4,22¢
Total noninterest expense $ 96,67¢ $ 93,81(

Income Taxes

The provision for income taxes wa339 million for the first quarter of 2019 compared to $34.0 million for the first quarter of
2018. The effetive income tax rate was 244bfor the first quarter of 2019 compared to 23.1% Far first quarter of 2018. The
increase in the effective taxtesfor the first quarter of 201@mpaed to the first quarter of 2048 primarily due to adjustments to
the state income tax apportionment fastbased on changes in lending volumes in higher income tax rate states and municipalities
reduction, in the first quarter of 2019 compared to the first quarter of 2018, of tax benefit associated with the eegiityggréints
andchanges in variousther factors related to ngaxable income and nesteductible expensedccounting for our income taxes is
deemed a critical accounting policy and is discussed in the Critical Accounting Policies section of our annual reporL0#KForm
the year eded December 31, 2018.
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ANALYSIS OF FINANCIAL CONDITION
Loan Portfolio

At March 31, 2019our total loan portfolio wasl¥.48billion compared to $7.12billion at December 31, 2018Real estate
loans, our largest category of loans, consist of all loatisred by real estate as evidenced by mortgages or other liens, including all
loans made to finance the development of real property construction projects, provided such loans are secured byTretll estdte.
estate loans werel$.48billion at March31, 2019compared to $3.21billion at December 31, 281 The amount and type of loans
outstanding as of the dates indicated, and their respective percentage of the total loan portfolio, are reflectedwirthedble.

Total Loan Portfolio

March 31, 2019 December 31, 2018
(Dollars in thousands)
Real estate:
Residential 34 family $ 1,030,06: 5.9% $ 1,049,46( 6.1%
Non-farm/nonrresidential 4,196,44¢ 24.C 4,319,38t 25.2
Construction/land development 6,719,94( 384 6,562,18! 38.4
Agricultural 180,65 1.0 165,08¢ 1.0
Multifamily residential 1,357,89( 7.8 1,116,02¢ 6.5
Total real estate 13,484,99: 77.1 13,212,14 77.2
Commercial and industrial 748,46¢ 4.3 823,41 4.8
Consumer 2,439,89: 14.C 2,345,86: 13.7
Other 802,04¢ 4.6 736,39¢ 4.3
Total loans $ 17,475,39 100.(% $ 17,117,82. 100.(%

Included in our consumer loansMarch 31, 201%nd December 31, 28%re loans totaling approximatel 81 billion and
$2.19billion, respectively, which were originated to finance the acquisition of RV and marine collateral.

Il ncl uded i mtMarcht3h, 01%nd Dezeambes 31, 28Are loans totaling approximately 40 million and %56
million, respectively, which were originated to acquire promissory notes frordl@pository financial institutions and are typically
collateralized by an assignent of the promissory note and all related note documents including mortgages, deeds of trust, etc. Whils
such | oans are considered fiotherodo | oans in accordamoe with
CouncilO41Consafiat ed Reports of Condition and Income (ACall Repor
fundamentals of the underlying collateral, repayment sources and guarantors, among others, consistent with otherisignilar lend
transactions.
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Theamount and type of our total real estate loarMdath 31,2019 based on the metropolitan
other geographic areas in which the principal collateral is located, are reflected in the following table. Data for listhtéduad
MSAs is separately presented when aggregate real estate loans in that state or MSA exceed $10 million.

Geographic Distribution of Total Real Estate Loans

Non-Farm/  Construction/

Residential Non- Land Multifamily
1-4 Family Residential  Development  Agricultural Residential Total
(Dollars in thousands)
New York:
New Yorki Newark Jersey City, NYNJ PA MSA $ 4,29C $ 35590¢ $2,820,42: $ 6 $ 108,18t $3,288,80¢
All other New York? 569 15,354 d ) ) 15,922
Total New York 4,85¢ 371,26( 2,820,42: o) 108,18¢  3,304,72¢
Florida:
Miamii Fort LauderdaléWest Palm Beach, FL MSA 55,44: 304,44¢ 767,10: 379 103,05, 1,230,42-
Tampd St. PetersbuidClearwater, FL MSA 69,35: 159,33« 117,88: 203 9,92¢ 356,69¢
Orlandad Kissimmeé Sanford, FL MSA 6,24% 98,83¢ 26,49¢ d 68,987 200,56¢
North Port SarasotéBradenton, FL MSA 41,251 49,20 12,62¢ 0 1,754 104,83t
Cape CoralFort Myers, FL MSA 14,00¢ 44,53¢ 10,06¢ d 6 68,621
Naple$ Immokaleé& Marco Island, FL MSA 1,871 4,87¢ 44,36: o} o} 51,10¢
Crestview Fort Walton BeachDestin, FL MSA 6,41€ 37,03¢ 127 108 fo) 43,69(
Jacksonville, FL MSA 2,43C 30,24¢ 6,014 o} o} 38,68¢
Ocala, FL MSA 2,88:¢ 21,70¢ 52 fo) fo) 24,64:
Punta Gorda, FL MSA 7,917 8,165 2,257 0 0 18,33¢
Lakeland Winter Haven, FL MSA 185 12,97¢ 1,332 d 19 14,51¢
Gainesville, FL MSA 30 12,662 o) 0 0 12,692
Deltona Daytona BeacdhOrmond Beach, FL MSA 267 9,85( 400 fo) fo) 10,517
All other Floridd" 8,50% 101,34« 681 234 1,44E 112,20¢
Total Florida 216,80+ 895,22¢ 989,40¢ 924 185,188 2,287,54°
Texas:
Dallag Fort Worth Arlington, TX MSA 55,552 294,40¢ 361,17 163 108,60( 819,89¢
Austini Round Rock, TX MSA 12,47( 32,81( 196,44¢ 0 19,96¢ 261,691
Houston The WoodlandsSugar Land, TX MSA 9,327 44,45 113,96¢ fo) 30,49t 198,241
College StationBryan, TX MSA o] 29,557 26,12¢ o} o} 55,68t
Texarkana, TXAR MSA 8,641 4,487 534 158 1,15k 14,97¢
San Antoni® New Braunfels, TX MSA 866 6,064 3,674 d 406 11,01C
All other Texa¥’ 836 36,79¢ 11,80 9,98¢ d 59,421
Total Texas 87,69z 448,57( 713,72¢ 10,31( 160,62: 1,420,91¢
Georgia:
Atlantal Sandy SpringsRoswell, GA MSA 164,27( 424,76¢ 188,54¢ 4,84% 24,61z 807,03¢
Gainesville, GA MSA 3,34¢ 14,314 8,03¢ d 687 26,38:
Dalton, GA MSA 8,93( 12,22¢ 750 2,437 1,01¢ 25,35¢
Atheng Clarke County, GA MSA 2,857 18,892 791 95 o} 22,63t
Macon, GA MSA 4,00€ 6,75¢ 234 o} 4,72C 15,71¢
Brunswick, GA MSA 7,381 3,41¢ 135 o} o} 10,934
All other Georgi& 52,89: 120,07 28,86¢ 9,821 16,13¢ 227,78¢
Total Georgia 243,68( 600,44¢ 227,35¢ 17,19¢ 47,172  1,135,85:
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Geographic Distribution of Total Real Estate Loans (continued)

Non-Farm/  Construction/

Residential Non- Land Multifamily
1-4 Family Residential  Development  Agricultural Residential Total
(Dollars in thousands)
Arkansas:
Little Rocki North Little Rock Conway, AR MSA 134,77¢ 261,46: 48,81¢ 15,34¢ 16,731 477,13t
Fayettevillé Springdal@ Rogers, ARMO MSA 23,761 39,191 12,95( 27,50¢ 7,104 110,51:
Hot Springs, AR MSA 40,65( 53,43¢ 5,794 798 1,584 102,26¢
Fort Smith, AR OK MSA 26,98: 41,46/ 5,03C 5,16€ 11,92z 90,56/
Western Arkans&d 15,30¢ 23,63¢ 6,711 5,72¢ 1,88¢€ 53,26¢
Southern Arkans&3 18,421 15,261 1,63E 13,14¢ 549 49,01¢
Northern Arkansd$ 23,767 8,74C 1,662 11,12¢ 51 45,34¢
Jonesboro, AR MSA 3,011 5,50& 2,29z o) 0 10,80¢
All other Arkansa$ 18,01¢ 21,71¢ 3,434 49,37: 3,65¢ 96,201
Total Arkansas 304,70( 470,41¢ 88,322 128,18¢ 43,48¢ 1,035,11:
California:
Los AngelesLong BeachAnaheim, CA MSA 721 57,582 335,55¢ o} 0 393,86!
San Francisddakland Hayward, CA MSA o) o) 197,53 o) o) 197,53
SacramenfioRosevillé Arderi Arcade, CA MSA o] 122,93: 50,317 o) o} 173,25(
San JosiESunnyvalé Santa Clara, CA MSA o) 95,8574 52,90z o) fo) 148,75¢
San DiegdCarlsbad, CA MSA o] o) 35,96( o) o} 35,96(
Riversidé San BernardinicOntario, CA MSA o) 14,372 o) o) o) 14,372
Total California 721 290,741 672,27( o) 0 963,73
lllinois:
Chicagd Napervillg Elgin, ILT INTWI MSA o] 339,111 212,28¢ o) 169,82¢ 721,22¢
All other Illinois® 6] 3,517 [6) 5] 6] 3,517
Total lllinois o] 342,62¢ 212,28¢ o) 169,82¢ 724,74¢
North Carolina:
Charlotté Concord Gastonia, NCSC MSA 42,481 106,191 67,071 1,342 78,587 295,67¢
Winstori Salem, NC MSA 35,57¢ 30,74¢ 4,09z o) 1,22¢ 71,64¢
GreensborbHigh Point, NC MSA 13,467 25,907 3,911 693 27,51¢ 71,497
North Carolina Foothill® 32,46( 24,47¢ 1,474 2,26¢€ 721 61,39¢
Wilmington, NC MSA 3,437 36,522 4,35k 387 0 44,701
Raleigh, NC MSA 212 1,45¢ 21,05¢ o) 15 22,744
All other North Carolin& 8,321 12,54% 38,801 o) 7,991 67,65¢
Total North Carolina 135,957 237,85( 140,76¢ 4,68¢ 116,061 635,32(
Colorado:
Denvei Aurora Lakewood, CO MSA 2 17,19( 224,11¢ o) 136,60¢ 377,90¢
All other Coloradé® 1,03€ 2,15€ 4,641 o) 0 7,83<
Total Colorado 1,03¢ 19,34¢ 228,75t o) 136,60: 385,74
Seattlé TacoméBellevue, WA MSA o) 1,04z 22,29z o) 263,15( 286,48t
South Carolina:
CharlestoinNorth Charleston, SC MSA 703 1,01¢ 100,03: 0 34,46¢ 136,22(
Greenvillé Andersoii Mauldin, SC MSA 4,49E 1,471 17,862 o) o} 23,82¢
Myrtle Beacli Conway North Myrtle Beach,
SO NC MSA 2,00t 3,017 7,38¢ o) 22 12,432
All other South Carolin& 4,81¢ 16,67¢ 2,491 o) 720 24,70¢
Total South Carolina 12,021 22,18¢ 127,77 0 35,20¢ 197,18¢
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Geographic Distribution of Total Real Estate Loans (continued)

Non-Farm/  Construction/
Residential Non- Land Multifamily
1-4 Family Residential  Development Agricultural Residential Total
(Dollars in thousands)
Washington, DC / Virginia / Maryland:
Washingtoii Arlingtoni Alexandria, DG VAT
MDi WV MSA 218 11,704 86,19t o} o) 98,117
All other Virginia® 342 10,39¢ 5,502 3 73 16,31z
All other Maryland® 3 1,264 8 ) 8,911 10,17¢
Total Washington, DC / Virginia / Maryland 560 23,36/ 91,691 o) 8,984 124,60t
Tennessee:
Nashvillé Davidson Murfreesbord Franklin,
TN MSA o) 54,55¢ 55,694 o) o) 110,252
All other Tennesség 1,11¢ 7,445 1,06¢ 60 o) 9,691
Total Tennessee 1,11¢ 62,007 56,762 60 o) 119,94:
Phoenix Mesd Scottsdale, AZ MSA o} 35,58¢ 76,04¢ o) o} 111,63:
Portland Vancouver Hillsboro, OR WA MSA o) 45,671 42,001 d 12,724 100,39¢
Utah:
Salt Lake City, UT MSA o] o] o] o} 39,67¢ 39,67¢
All other UtahV 1,652 2,92¢ 51,66: o) 0 56,23¢
Total Utah 1,652 2,92: 51,66: 0 39,67¢ 95,91¢
Boston, MA MSA o) o) 77,70¢ 0 o) 77,70¢
ProvidencéWarwick, R MA MSA o] 75,65: o] o} o) 75,65:
Pennsylvania:
Philadelphi&aCamdeiitWilmington, PA NJi DEi
MD MSA o) 57,12C 5,70€ d o) 62,82¢
All other Pennsylvani& d 12,54¢ d ) d 12,54¢
Total Pennsylvania o) 69,66¢ 5,70€ o) 0 75,372
Alabama:
Mobile, AL MSA 5,182 13,51z 1,317 d 651 20,662
All other Alabam#&’ 12,58¢ 6,95¢ 4,192 375 1,87¢ 25,992
Total Alabama 17,771 20,47( 5,50¢ 375 2,52¢ 46,654
Ohio:
Cincinnati, OH KY7IN MSA o) 23,26¢ o) fo) o) 23,26~
All other Ohid? o) 19,36/ o) 0 o) 19,36/
Total Ohio o) 42,62¢ o) d o) 42,62¢
Kentucky:
Louisville, KY MSA o) 4,123 20,45¢ d o) 24,571
All other Kentuck® 172 5,17¢ 9,35E 0 o) 14,70t
Total Kentucky 172 9,301 29,80¢ fo) o) 39,287
Wisconsin:
Madison, WI MSA 0 0 0 0 26,68 26,68
All other Wisconsif o 2,127 o ) d 2,127
Total Wisconsin 0 2,127 0 0 26,68 28,811
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