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RYANAIR Q3 PROFIT FALLS 8% TO €95M
FARES DECLINE BY 17% WHILE TRAFFIC GROWS 16%
EX-FUEL UNIT COSTS CUT 6%

Ryanair, Europe's No. 1 airline, today (6 Feb) reported that Q3 profits fell 8% to €95m, as average fares fell by 17% to
just €33 per passenger, while traffic grew 16% to 29m customers. Q3 unit costs were cut by 12% (ex-fuel unit costs
were down 6%).

Q3 Results (IFRS) Dec 31,2015 Dec 31,2016 % Change

Customers (m) 24.9 28.8 +16%
Revenue (m) €1,330 €1,345 +1%
Profit after Tax (m) €103 €95 -8%
Net Margin 8% 7% -1pt
Basic EPS (euro cent) 7.73 7.60 -2%

Ryanair's CEO Michael O'Leary said:

"As previously guided, our fares this winter have fallen sharply as Ryanair continues to grow traffic and load factors
strongly in many European markets. These falling yields were exacerbated by the sharp decline in Sterling following
the Brexit vote. Ryanair responded to this weaker environment by continuing to improve our "Always Getting Better"
(AGB) customer experience, cutting costs, and stimulating demand through lower fares which has seen load factors
jump to record levels. Q3 highlights include:

- Ave fares down 17% to €33

- Traffic up 16% to 29m

- Load factors rose 2% to 95% (a Q3 record)

- Unit costs cut 12% (ex-fuel down 6%)

- 95 new routes and 5 new bases opened

- 10 new B737-800s delivered

- €311m returned to shareholders in Q3 under our €550m share buyback

New Base, Route & Traffic Growth

We continue to grow capacity, new routes and bases, at a time when other EU airlines are also adding capacity, and
accordingly the price environment remains weak. We expect the uncertainty post Brexit, weaker Sterling and the
switch of charter capacity from Turkey, Egypt and North Africa into Spain and Portugal, will continue to put
downward pressure on pricing for the remainder of this year and FY18. As the airline offering the lowest fares in
every market, our prices are falling faster than we initially planned but this is good news for customers, and our
airport partners but bad news for competitors who cannot match our low prices. Our combination of lower fares,
increased availability and AGB service improvements has stimulated industry record Q3 load factors (95%) as
millions of new customers switch to Ryanair.

In Q3 we took delivery of 10 new aircraft, opened 5 bases (Bucharest, Hamburg, Nuremberg, Prague and Vilnius) and
launched 95 new routes as traffic grew 16% to 29m. In March we open two new bases in Frankfurt Main (No. 84) and
Naples (No. 85). Naples is benefiting from over pricing in Rome Fiumicino airport where all major airlines will cut
capacity in summer 2017. These new bases extend Ryanair's entry into primary airports where our combination of
lower fares and AGB customer service continues to win market share.

We are growing strongly in Germany at a time when Air Berlin are restructuring. However we call on the German
Government to follow London's lead and break up the Berlin Airport monopoly which plans to close Tegel Airport so
it can restrict capacity and increase prices, while leaving the city of Berlin with less airport capacity than Dublin.
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Ryanair has also lodged a complaint with the German Cartel Office (the "Bundeskartellamt") which demonstrates how
the proposed Lufthansa/Air Berlin wet lease agreement is nothing more than an old fashioned attempt at duopoly to
share the market, block competition, and increase air fares.

In Q3 we concluded a new growth deal with London Stansted which will see Ryanair grow to more than 20m
passengers next year, with 9 new routes, including Copenhagen, Naples and Nice and increased capacity on 11
existing routes. Ryanair expects to announce some additional UK and EU growth deals in the coming months as
airports compete for our growth against the difficult backdrop of Brexit uncertainty.

We expect to continue to grow strongly in continental Europe in 2017 with more new bases and routes still to be
added.

Costs & Fuel Hedging

Ryanair's low cost base is a key differentiator with all other EU airlines. Not only have we the lowest passenger costs,
but these costs are falling when many other low fare competitors are forecasting flat or rising costs. As this cost gap
widens, Ryanair will continue to pass on even lower fares to our customers to ensure we grow safely and profitably.
Fuel costs fell by 20% per passenger in Q3. Non-fuel unit costs were down 6% as we took delivery of new B737-800s
(hedged at a blended €/$ rate of $1.31), negotiated further airport growth incentives, grew load factors, and benefited
from Sterling weakness on some parts of our cost base. As we grow we are continuing to target cost savings and new
deals for engine maintenance, reservation systems, and the low cost in-house development of Ryanair Labs will
continue to deliver material savings over the coming years as we grow to 200m customers p.a.

Q4 fuel is 95% hedged at approx. $56bbl. We've also hedged over 85% of our FY 18 fuel at an ave price of $49bbl
which (allowing for volume growth) will deliver fuel savings of approx. €65m in FY18.

Labs and Ancillary

Our AGB programme, coupled with our lower fares, continues to attract millions of new passengers to Ryanair. In Oct
we launched Ryanair Rooms initially with 2 suppliers (this will rise to 5 by March 2017). In Nov we ran 8 days of low
fare promotions during cyber week which delivered record bookings. In Dec we launched Ryanair Holidays, a low
cost package holiday service available initially in Germany, the UK and Ireland. This holiday service will be rolled
out to other markets later in 2017. Membership of "MyRyanair" became mandatory in Q3 and will see memberships
surge to 20m individual customers by year end. We believe that "MyRyanair" will enable us to better design exclusive
benefits for our customers, while helping to eliminate unlicenced, mis-selling OTA's and screen scrapers.

Punctuality

While our punctuality remains industry leading, we have struggled this winter with particularly adverse weather,
repeated ATC strikes, and ATC staffing related slot delays which saw punctuality fall from 90% last year to 88% in
the first nine months of FY17. We are looking at new initiatives to address this problem, including a review of our
service policies such as the 2 free carry-on bags which are the cause of increasing boarding gate delays.

Apr May Jun Jul Aug Sep Oct Nov Dec Ave
FY16 90% 92% 91% 90% 90% 92% 92% 92% 86% 91%
FY17 91% 89% 81% 85% 90% 91% 89% 90% 84% 88%

Balance Sheet and Shareholder Returns

In Nov our Board approved a €550m share buyback. We have now completed over 90% of this programme with
approx. €500m spent and we expect to complete it by the end of Feb 2017. The value to shareholders of our buyback
programme is demonstrated in this quarter during which PAT fell by 8%, but EPS fell by just 2%. Our ADR buyback
programme has been inhibited by light volumes and the unavailability of block trades. The Board has agreed to put in
place an authority to allow the Company to buy ADR's on a more opportunistic basis (subject to market conditions
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and annual shareholder approvals) outside of regular buyback programmes.

Our balance sheet remains strong. In Dec we moved into a small net debt position of €576m having spent almost €1bn
on CAPEX, €800m on share buybacks and €300m on debt repayments in the current year. We plan to continue to
manage our cash flow prudently and expect to have a modest net debt position at year-end.

Brexit:

While it appears that we are heading for a "hard" Brexit, there is still significant uncertainty in relation to what exactly
this will entail. This uncertainty will continue to represent a challenge for our business for the remainder of FY17 and
FY18. We expect Sterling to remain volatile for some time and we may see a slowdown in economic growth in both
the UK and Europe as we move closer to Brexit. While there may be opportunities to expand at certain UK airports
(such as the recent extension of our growth deal at Stansted), we expect to grow at a slower pace than previously
planned in the UK and will continue to switch capacity into other key markets around Europe. As previously noted,
we hope that the UK remains a member of Europe's "open skies" system. Until the final outcome is known, however,
we will continue to adapt to changing circumstances in the best interest of our customers, people and shareholders.

Outlook

Our outlook for the remainder of FY17 is cautious. With less than 2 months of the year to go, and no Easter in March,
we expect Q4 yields to decline by as much as -15%. We will carry over 119m customers in FY17, and full year
ex-fuel unit costs should fall by approx. 4%. Accordingly we are maintaining our full year profit guidance in a range
of €1.30bn to €1.35bn, but this guidance heavily depends on the absence of any unforeseen security events affecting
close in bookings.

Looking out into FY18, we are still finalising our budget but it seems clear that pricing will continue to be challenging
and we will respond to these adverse market conditions with strong traffic growth and lower unit costs. We expect our
load factor active/price passive strategy will win market share from all higher cost EU competitor airlines, while we
continue to open new markets. The good news is that our customers will continue to enjoy our unique combination of
lower prices and our AGB customer experience for the benefit of our people, our passengers and our shareholders."

ENDS.

For further information Neil Sorahan Piaras Kelly

please contact: Ryanair Holdings plc Edelman
WWW.ryanair.com Tel: 353-1-9451212  Tel: 353-1-6789333

Ryanair is Europe's favourite airline, carrying 119m p.a. on more than 1,800 daily flights from 85 bases, connecting
over 200 destinations in 33 countries on a fleet of over 360 Boeing 737 aircraft, with a further 300 Boeing 737's on
order, which will enable Ryanair to lower fares and grow traffic to 200m p.a. by FY24. Ryanair has a team of more
than 12,000 highly skilled aviation professionals delivering Europe's No.1 on-time performance, and an industry
leading 31 year safety record.

Certain of the information included in this release is forward looking and is subject to important risks and
uncertainties that could cause actual results to differ materially. It is not reasonably possible to itemise all of the many
factors and specific events that could affect the outlook and results of an airline operating in the European economy.
Among the factors that are subject to change and could significantly impact Ryanair's expected results are the airline
pricing environment, fuel costs, competition from new and existing carriers, market prices for the replacement aircraft,
costs associated with environmental, safety and security measures, actions of the Irish, U.K., European Union ("EU")
and other governments and their respective regulatory agencies, uncertainties surrounding Brexit, weather related
disruptions, fluctuations in currency exchange rates and interest rates, airport access and charges, labour relations, the
economic environment of the airline industry, the general economic environment in Ireland, the UK and Continental
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Europe, the general willingness of passengers to travel and other economics, social and political factors and

unforeseen security events.

Ryanair Holdings plc and Subsidiaries

Condensed Consolidated Interim Balance Sheet as at December 31, 2016 (unaudited)

Note

Non-current assets

Property, plant and equipment 10
Intangible assets

Derivative financial instruments

Total non-current assets

Current assets

Inventories

Other assets

Trade receivables

Derivative financial instruments
Restricted cash

Financial assets: cash > 3 months
Cash and cash equivalents

Total current assets

Total assets

Current liabilities

Trade payables

Accrued expenses and other liabilities
Current maturities of debt

Derivative financial instruments
Current tax

Total current liabilities

Non-current liabilities
Provisions

Derivative financial instruments
Deferred tax

Other creditors

Non-current maturities of debt
Total non-current liabilities

Shareholders' equity

Issued share capital 12
Share premium account

Other undenominated capital 12
Retained earnings 12

Other reserves
Shareholders' equity

At Dec 31,2016 At Mar 31, 2016

€M €M
6,871.3 6,261.5
46.8 46.8
53.7 88.5
6,971.8 6,396.8
3.0 33
140.4 148.5
514 66.1
575.7 269.1
12.1 13.0
2,5394 3,062.3
613.3 1,259.2
3,935.3 4,821.5
10,907.1 11,218.3
197.2 230.6
1,328.2 2,112.7
394.4 449.9
26.4 555.4
924 20.9
2,038.6 3,369.5
137.0 149.3
23 111.6
504.0 385.5
17.4 325
3,346.6 3,573.1
4,007.3 4,252.0
7.4 7.7
7194 7194
2.6 23
3,642.3 3,166.1
489.5 (298.7)
4,861.2 3,596.8
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Total liabilities and shareholders' equity 10,907.1 11,218.3

Ryanair Holdings plc and Subsidiaries
Condensed Consolidated Interim Income Statement for the quarter ended December 31, 2016 (unaudited)

IFRS Quarter Ended IFRS Quarter Ended

Change Dec 31, 2016 Dec 31, 2015
Note % €M €M

Operating revenues

Scheduled revenues -4% 950.5 987.1
Ancillary revenues +15% 394.5 3424
Total operating revenues - continuing operations +1% 1,345.0 1,329.5
Operating expenses

Fuel and oil -8% 446.9 485.1
Airport and handling charges +5% 210.9 201.3
Route charges +6% 153.9 144.8
Staff costs +8% 153.7 142.3
Depreciation +17%  122.8 104.9
Marketing, distribution and other +11% 77.1 69.2
Maintenance, materials and repairs +16% 39.2 33.7
Aircraft rentals -2% 21.7 22.2
Total operating expenses +2% 1,226.2 1,203.5
Operating profit - continuing operations -6% 118.8 126.0
Other (expense)/income

Finance expense 21%  (13.9) (17.5)
Finance income 57% 1.0 2.3
Foreign exchange (loss) - 0.3 0.3
Total other (expense)/income -15%  (12.6) (14.9)
Profit before tax -4% 106.2 111.1
Tax expense on profit on ordinary activities +37% (11.5) (8.4)
Profit for the quarter - all attributable to equity 8% 94.7 1027
holders of parent

Earnings per ordinary share (in € cent)

Basic 9 -2% 7.60 7.73
Diluted 9 2% 7.55 7.68
Weighted average no. of ordinary shares (in Ms)

Basic 9 1,246.3 1,329.2
Diluted 9 1,254.2 1,337.3

Ryanair Holdings plc and Subsidiaries
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Condensed Consolidated Interim Income Statement for the nine months ended December 31, 2016 (unaudited)

Operating revenues

Scheduled revenues

Ancillary revenues
Total operating revenues - continuing
operations

Operating expenses
Fuel and oil
Airport and handling charges
Route charges
Staff costs

Depreciation

Marketing, distribution and other
Maintenance, materials and repairs
Aircraft rentals

Total operating expenses

Operating profit - continuing operations

Other (expense)/income
Gain on disposal of available for sale
financial asset
Finance expense
Finance income
Foreign exchange (loss)/gain
Total other (expense)/income

Profit before tax

Tax expense on profit on ordinary
activities

Profit for the nine months - all attributable

to equity holders of parent

Earnings per ordinary share (in € cent)

Note

Change*
%

-1%
+12%

+2%

-8%
+4%
+5%
+8%
+17%
+14%
+12%
-29%
+1%

+6%

+3%
-79%

+43%

+5%

-4%

+6%

IFRS

Nine Months
Ended

Dec 31,

2016
€M

4,193.1
1,283.4

5,476.5

1,515.2
696.0
516.8
482.9
374.7
2494
108.2
66.0
4,009.2

1,467.3

(53.8)
35
(1.9
(52.2)

1,415.1

(152.8)

1,262.3

Pre-
Exceptional
Results

Dec 31,

2015
€M

4,227.1
1,142.5

5,369.6

1,642.1
670.9
494.2
448.0
320.0
218.2
96.5
93.2
3,983.1

1,386.5

(52.3)
16.3
0.4)
(36.4)

1,350.1

(159.2)

1,190.9

Exceptional
Items
Dec 31,

2015
€M

317.5

317.5

317.5

317.5

IFRS
Nine
Months
Ended
Dec 31,
2015
€M

4,227.1
1,142.5

5,369.6

1,642.1
670.9
494.2
448.0
320.0
218.2
96.5
93.2
3,983.1

1,386.5

317.5
(52.3)
16.3
0.4)
281.1

1,667.6

(159.2)

1,508.4
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Basic
Diluted

Weighted average no. of ordinary shares

(in Ms)
Basic
Diluted

88.15
87.68

1,351.0
1,368.3

*Comparison refers to adjusted figures prior to inclusion of the exceptional item

Ryanair Holdings plc and Subsidiaries

111.65
111.06

1,351.0
1,358.2

Condensed Consolidated Interim Statement of Comprehensive Income for the quarter ended December 31, 2016

(unaudited)
Quarter Quarter
Ended Ended
Dec 31, Dec 31,
2016 2015
€M €M

Profit for the 94.7 1027

quarter

Other

comprehensive

income:

Items that are
or may be

reclassified to
profit or loss:

Cash flow

hedge reserve

movements:

Net movement

in cash flow  407.3 (189.4)
hedge reserve

Other
comprehensive
income/(loss)
for the quarter,
net of income
tax

407.3  (189.4)

Total 502.0 (86.7)
comprehensive

income/(loss)

for the quarter -

all attributable

to equity
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holders of
parent

Condensed Consolidated Interim Statement of Comprehensive Income for the nine months ended December 31, 2016
(unaudited)

Nine Nine

Months Months

Ended Ended

Dec 31, Dec 31,

2016 2015

€M €M

Profit for the nmel’262.3 1,508.4
months

Other
comprehensive
income:

Items that are or
may be
reclassified to
profit or loss:

Cash flow hedge

reserve

movements:

Net movement in

cash flow hedge 776.4  (525.7)
reserve

Available for sale

financial asset:

Disposal of

available for sale

financial - (291.4)
asset-reclassified

to profit or loss

Other

comprehensive

income/(loss) for 776.4  (817.1)
the nine months,

net of income tax

Total 2,038.7 691.3
comprehensive

income for the

nine months - all



attributable to
equity holders of
parent
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Ryanair Holdings plc and Subsidiaries
Condensed Consolidated Interim Statement of Cash Flows for the nine months ended December 31, 2016 (unaudited)

Note

Operating activities
Profit after tax

Adjustments to
reconcile profit after
tax to net cash
provided by
operating activities

Depreciation

Decrease in
inventories

Tax expense on
profit on ordinary
activities

Share based
payments

Decrease in trade
receivables

Decrease/(increase)
in other current
assets

(Decrease)/increase
in trade payables
(Decrease) in
accrued expenses
(Decrease) in
other creditors
(Decrease) in
provisions
Gain on disposal
of available for sale
financial asset

Nine
Months
Ended
Dec 31,
2016
€M

1,262.3

374.7
0.3

152.8

4.5

14.7

8.1

(33.4)

(790.0)
(15.1)

(12.3)

0.1)

Nine
Months
Ended
Dec 31,
2015
€M

1,508.4

320.0

159.2

4.6

(10.1)

(16.7)

247

(595.4)
(24.2)

(20.0)

(317.5)

0.9)

10
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(Increase) in

finance income
' Increase in 55 41

finance expense

Income tax paid (76.5) (45.6)
Net cash provided
by operating 895.5 990.6
activities

Investing activities

Capital
expenditure
(purchase of (984.5) (725.9)
property, plant and
equipment)

Disposal of
available for sale - 398.1
asset

Decrease in 0.9 (3.0)
restricted cash ’ )
Decrease/(increase)
in financial assets:
cash > 3 months
Net cash (used in)
investing activities

522.9 (121.2)

460.7)  (452.0)

Financing activities

Net proceeds from

shares issued ) 0.8
Shareholder 12 (7788) (686.7)
returns
Repayments of
long term (301.9) (281.1)
borrowings

Net cash (used in) (1.080.7) (967.0)
financing activities
(Decrease) in cash
and cash (645.9) (428.4)
equivalents
Cash and cash
equivalents at
beginning of the
period

Cash and cash
equivalents at end 613.3 756.2
of the period

1,259.2  1,184.6
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Ryanair Holdings plc and Subsidiaries
Condensed Consolidated Interim Statement of Changes in Shareholders' Equity for the nine months ended December
31, 2016 (unaudited)

Other

Reserves

Issued Share Other

Ordinary Share Premium Retained Undenominated Other

Shares  Capital Account Earnings Capital Treasury Hedging Reserves Total

M €M €M €M €M €M €M €M €M
Balance at
March 31, 2015 1,377.7 8.7 718.6 2,706.2 1.3 (3.2) 308.5 295.0 4,035.1
Profit for the
nine months
Other
comprehensive
income
Net movements
in cash flow - - - - - - (525.7) - (525.7)
reserve
Net change in
fair value of
available for
sale financial
asset
Total other
comprehensive
income
Total
comprehensive - - - 1,5084 - - (525.7) (291.4) 691.3
income
Transactions
with owners of
the Company
recognised
directly in
equity
Issue of
ordinary equity 0.3 - 0.8 - - - - - 0.8
shares
Share capital
reorganisation
Share-based i i i i i i 46 46
payments
Dividend paid - - - (397.9) - - - - (397.9)
Treasury shares
cancelled (0.3) (3.2) - 3.2 - - -
Repurchase of - - - (288.8) - - - - (288.8)
ordinary equity

- - 1,508.4 - - - - 1,508.4

_ ) ] ] ] ; (291.4) (291.4)

(525.7) (291.4) (817.1)

(33.8) (0.7) - - 0.7 - - - -

12



shares
Cancellation of

repurchased (24.6)

ordinary shares
Transfer of
exercised and
expired share
based awards
Balance at

December 31, 1,319.3

2015

Profit for the
three months
Other
comprehensive
income

Net actuarial
gains from
retirement
benefit plans

Net movements
in cash flow -
reserve

Total other
comprehensive
income

Total
comprehensive
income
Transactions
with owners of
the Company
recognised
directly in
equity
Share-based
payments
Repurchase of
ordinary equity -
shares
Cancellation of

repurchased (28.6)

ordinary shares
Balance at
March 31, 2016
Profit for the
nine months
Other
comprehensive
income
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0.1)

7.9

0.2)

1,290.7 7.7

7194

719.4

0.3

3,525.0

50.7

0.4

0.4

51.1

(410.0)

3,166.1

1,262.3

0.1

0.2

23

(7.3)

(7.3)

- (0.3)
217.2) 79
834) -
834) -
834) -

- 1.3
(300.6) 9.2
7764 -

4,045.1

50.7

0.4

(83.4)

(83.0)

(32.3)

1.3

(417.3)

3,596.8

1,262.3

776.4

13
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Net movements

in cash flow

reserve

Total other

comprehensive - - - -
income

Total

comprehensive - - - 1,262.3
income

Transactions

with owners of

the Company

recognised

directly in

equity 61,673
Obligations of

states and political

subdivisions 41,462
Trust preferred

securities of

financial
institutions 1,250

Total securities

available for sale $ 197,356
December 31, 2009 Amortized
Securities available for sale Cost

(in thousands)

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

obligations $ 3,000 $
Government sponsored enterprise

obligations 122,761
Mortgage-backed securities 65,179
Obligations of states and political

subdivisions 32,298
Trust preferred securities of financial

institutions 1,250
Total securities available for sale $ 224,488 $

830
4,930
Unrealized
Gains
19 $
2,006
1,519
689
4,233 $

776.4

776.4

Losses

79
17

175
225

496 $

776.4

2,038.7

210

36

42,082

1,214

304 $ 202,482

Fair Value

3,019

124,688
66,681

32,812
1,025

228,225

14



Edgar Filing: RYANAIR HOLDINGS PLC - Form 6-K

Table of Contents

The amortized cost, unrealized gains and losses, and fair value of securities held to maturity follow:

March 31, 2010 Amortized Unrealized Fair
Securities held to maturity Cost Gains Losses Value
(in thousands)

Mortgage-backed securities $ 31 $ 2 $ $ 33
December 31, 2009 Amortized Unrealized Fair
Securities held to maturity Cost Gains Losses Value

(in thousands)

Mortgage-backed securities $ 35 §$ 2 $ $ 37

In addition to the available for sale and held to maturity portfolios, investment securities held by Bancorp include certain securities which are not
readily marketable, and are classified as non-marketable on Bancorp s consolidated balance sheets. This category includes holdings of Federal
Home Loan Bank of Cincinnati (FHLB) stock which is required for borrowing availability, and is redeemable at par. Other securities consist of
a Community Reinvestment Act (CRA) investment which matures in 2014, and is fully collateralized with a government agency security of
similar duration. These securities are carried at cost as follows:

March 31, December 31,
Federal Home Loan Bank stock and other securities 2010 2009
(in thousands)
Federal Home Loan Bank stock $ 4,771 $ 4,546
Other securities 1,001 1,001
Total Federal Home Loan Bank stock and other securities $ 5772 $ 5,547

15
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A summary of securities as of March 31, 2010 based on contractual maturity is presented below. Actual maturities may differ from contractual
maturities because some issuers have the right to call or prepay obligations.

Securities Securities
Available for Sale Held to Maturity
Approximate Approximate

(In thousands) Amortized Cost Fair Value Amortized Cost Fair Value
Due within one year $ 17,197 $ 17,259 $ $
Due within one year through
five years 82,426 83,877
Due within five years through
ten years 34,315 35,752 26 27
Due after ten years 63,918 65,594 5 6

$ 197,856 $ 202,482 $ 31 $ 33

Securities with unrealized losses at March 31, 2010 and December 31, 2009, not recognized in income are as follows:

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

March 31, 2010

Government sponsored

enterprise obligations $ 33,603 $ 58 $ $ $ 33,603 58
Obligations of states and

political subdivisions 14,157 210 14,157 210
Trust preferred

securities of financial

institutions 1,214 36 1,214 36

Total temporarily
impaired securities $ 47,760 $ 268 $ 1214 § 36 $ 48,974 $ 304

December 31, 2009

Government sponsored

enterprise obligations $ 13,402  $ 79 $ $ $ 13,402  $ 79
Mortgage-backed

securities 9,692 17 9,692 17
Obligations of states and

political subdivisions 8,084 175 8,084 175
Trust preferred

securities of financial

institutions 1,025 225 1,025 225

Total temporarily
impaired securities $ 31,178  $ 271 $ 1,025  $ 225 % 32,203 $ 496

10
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The investment portfolio includes a significant level of obligations of states and political subdivisions. The issuers of the bonds are generally
school districts or essential-service public works projects. The bonds are primarily concentrated in Kentucky, Indiana and Ohio. Each of these
securities has a rating of A or better by a recognized bond rating agency.

Unrealized losses on Bancorp s investment securities portfolio have not been recognized in income because the securities are of high credit
quality, the decline in fair values is largely due to changes in the prevailing interest rate and credit environment since the purchase date,
management does not intend to sell the investments, and it is not likely that the Bancorp will be required to sell the investments before recovery
of their amortized cost bases, which may be maturity. The fair value is expected to recover as the securities reach their maturity date and/or the
interest rate and credit environment returns to conditions similar to when the securities were purchased. These investments consist of 34 and 14
separate investment positions as of March 31, 2010 and December 31, 2009 that are not considered other-than-temporarily impaired. Based on
these detailed reviews, Bancorp has not recorded other-than-temporary losses on any securities held at March 31, 2010. Volatility in capital
markets subsequent to March 31, 2010 could give rise to other-than-temporary impairment in the future.

As of March 31, 2010, Bancorp had two securities with a total carrying value of $1,214,000 which had been impaired for 12 months or longer.
These are trust preferred securities with a total amortized cost of $1,250,000 and an unrealized loss totaling $36,000 caused by interest rate
changes and other market conditions. As of March 31, 2010, one of the securities with a credit rating below investment grade, an amortized cost
of $1,000,000, a carrying value of $977,200, and an unrealized loss of $22,800 is rated Caal by Moody s Investor Service. Management
evaluates the impairment of securities on a quarterly basis, considering various factors including issuer financial condition, agency rating,
payment prospects, impairment duration and general industry condition. Based on the evaluation as of March 31, 2010, management is of the
opinion that neither of the securities is other-than-temporarily impaired. Management does not intend to sell the investments, and it is not likely
that Bancorp will be required to sell the investments before recovery of their amortized cost bases, which may be maturity.

3 Stock-Based Compensation

The fair value of all new and modified awards granted, net of estimated forfeitures, is recognized as compensation expense. These forfeiture
estimates are based on historical experience.

Bancorp currently has one stock-based compensation plan. The 2005 Stock Incentive Plan reserved 735,000 shares of common stock for
issuance of stock based awards. As of March 31, 2010, there were 52,962 shares available for future awards. At Bancorp s Annual Meeting of
Shareholders held on April 21, 2010, shareholders approved a proposal to amend the 2005 Stock Incentive Plan to reserve an additional 700,000
shares of common stock for issuance under the plan.

Bancorp s 1995 Stock Incentive Plan expired in 2005; however, options granted under this plan expire as late as 2015. Options and stock
appreciation rights (SARs) granted generally have been subject to a vesting schedule of 20% per year. Prior to 2009, those granted to certain
executive officers vested six months after grant date. Restricted shares generally vest over three to five years, with limited exceptions of shorter
vesting schedules due to anticipated retirement. All awards under both plans were granted at an exercise price equal to the market value of
common stock at the time of grant and expire ten years after the grant date.
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Bancorp recognized, within salaries and employee benefits in the consolidated statements of income, stock-based compensation expense of
$208,000 and $148,300 before income taxes and a deferred tax benefit of $72,800 and $51,900 resulting in a reduction of net income of
$135,200 and $96,400 for the
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three months ended March 31, 2010 and 2009, respectively. Bancorp expects to record an additional $757,000 of stock-based compensation
expense in 2010. As of March 31, 2010, Bancorp has $3,146,000 of unrecognized stock-based compensation expense
that will be recorded as compensation expense over the next five years as awards vest. Bancorp received cash of
$344,000 and $582,000 from the exercise of options during the first three months of 2010 and 2009, respectively.

The fair value of Bancorp s stock options and SARs is estimated at the date of grant using the Black-Scholes option pricing model, a leading
formula for calculating the value of stock options. This model requires the input of subjective assumptions, changes to which can materially
affect the fair value estimate. The fair value of restricted shares is determined by Bancorp s closing stock price on the date of grant. The
following assumptions were used in SAR/option valuations at the grant date in each year:

2010 2009
Dividend yield 2.18% 2.11%
Expected volatility 23.87 23.59
Risk free interest rate 3.57 3.11
Forfeitures 5.96 5.96
Expected life of options and SARs (in years) 7.6 7.7

The expected life of options is based on actual experience of past like-term awards. All outstanding options have a 10-year contractual term.
Bancorp evaluated historical exercise and post-vesting termination behavior when determining the expected life of options and SARs.

The dividend yield and expected volatility are based on historical information corresponding to the expected life of awards granted. The
expected volatility is the volatility of the underlying shares for the expected term on a monthly basis. The risk free interest rate is the implied
yield currently available on U.S. Treasury issues with a remaining term equal to the expected life of the awards.

12
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A summary of stock option and SARs activity and related information for the three months ended March 31, 2010 follows. The number of
options and SARs and aggregate intrinsic value are stated in thousands.

At December 31, 2009
Vested and exercisable
Unvested

Total outstanding

Granted
Exercised
Forfeited

At March 31, 2010
Vested and exercisable
Unvested

Total outstanding

Vested during quarter

Options
and SARs

730 $
276
1,006

85
(28)
@

782
271
1,059

80

Exercise Price

9.82-26.83 §
20.90-26.83
9.82-26.83

21.03
9.82-20.17
22.14-26.83

9.82-26.83
20.90-26.83
9.82-26.83

22.14-26.83

Weighted
Average
Exercise

Price

20.50
23.81
21.41

21.03
13.23
23.49

21.16
22.87
21.61

23.93

Aggregate
Intrinsic
Value

1,664 $
1,664
146

230
1

1,908
194
2,102

12

Weighted
Average

Fair
Value

4.52
5.41
4.76

5.31
2.71
3.53

4.69
5.36
4.87

5.52

Weighted
Average
Remaining
Contractual
Life

442
7.93
5.38

4.56
8.46
5.58

The aggregate intrinsic value of stock options exercised was calculated as the difference in the closing price of Bancorp s common shares on the

date of exercise and the exercise price, multiplied by the number of shares exercised.

The weighted average fair values of options and SARs granted in 2010 and 2009 were $5.31 and $5.36, respectively.

In the first quarter of 2010, Bancorp granted 84,558 SARs at the current market price of $21.03 and a fair value of $5.31. Also, in the first

quarter of 2010, Bancorp granted 54,292 shares of common stock at the current market price of $21.03.
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)] Allowance for Loan Losses and Impaired Loans

An analysis of the changes in the allowance for loan losses for the three months ended March 31, 2010 and 2009 follows (in thousands):

Beginning balance January 1,
Provision for loan losses
Loans charged off
Recoveries

Ending balance March 31,

Information about impaired loans follows (in thousands):

Principal balance of impaired loans

Impaired loans with a valuation allowance
Amount of valuation allowance

Impaired loans with no valuation allowance
Average balance of impaired loans for the period

Q) Federal Home Loan Bank Advances

2010

March 31, 2010

2009
20,000 $ 15,381
2,695 1,625
1,077) (989)
193 191
21,811 $ 16,208
December 31, 2009
13,121 $ 11,208
8,793 8,688
1,593 1,676
4,328 2,520
12,165 7,005

The Bank had outstanding borrowings of $60.5 million, at March 31, 2010, comprised of five separate advances as detailed in the table below

(in thousands).

Amount Type
$ 20,000 Fixed rate None
20,000 Fixed rate None
10,000 Fixed rate None
10,000 Fixed rate None
450 Fixed rate 15 Year
$ 60,450

Amortization

Maturity
December 2010
May 2012
April 2012
April 2014
April 2024

Call Feature Next Call Date
Quarterly June 2010
Quarterly May 2010

Non callable

Non callable

Non callable

For the first four advances, interest payments are due monthly, with principal due at maturity. For the fifth advance, principal and interest
payments are due monthly based on a 15 year amortization schedule. The weighted average rate of these six advances was 3.52% at March 31,
2010. Advances from the FHLB are collateralized by certain commercial and residential real estate mortgage loans under a blanket mortgage

collateral agreement and FHLB stock.
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The Bank s agreement with the Federal Home Loan Bank of Cincinnati (FHLB) enables the Bank to borrow up to an additional $155.0 million as
of March 31, 2010 under terms to be established at the time of the advance. The Bank also has a standby letter of credit from the FHLB for $15
million outstanding at March 31, 2010. Under Kentucky law, customer cash balances in Investment Management and Trust accounts, may be
retained as deposits in the Bank. Kentucky law requires these deposit accounts to be backed by some form of collateral above the per account
protection provided by the FDIC (currently
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$250,000 per account). The standby letter of credit from the FHLB collateralizes these accounts beyond the FDIC protection as required by
Kentucky law.

(6) Goodwill and Intangible Assets

US GAAP requires that goodwill and intangible assets with indefinite useful lives no longer be amortized, but instead be tested for impairment
at least annually. Annual evaluations have resulted in no charges for impairment. Bancorp currently has goodwill from the acquisition of a bank
in southern Indiana in the amount of $682,000. This goodwill is assigned to the commercial banking segment of Bancorp.

Mortgage servicing rights (MSRs) are amortized in proportion to and over the period of estimated net servicing income, considering appropriate
prepayment assumptions. MSRs are evaluated quarterly for impairment by comparing the carrying value to the fair value. The estimated fair
values of MSRs at March 31, 2010 and December 31 2009 were $2,372,000 and $2,475,000, respectively. The total outstanding principal
balances of loans serviced for others were $208,829,000 and $194,414,000 at March 31, 2010, and December 31, 2009 respectively. Changes in
the net carrying amount of MSRs for the three months ended March 31, 2010 and 2009 are shown in the following table.

(in thousands) 2010 2009

Balance at beginning of period $ 1,616 $ 426
Originations 168 255
Amortization (115) 36)
Impairment Reversal 159
Balance at March 31 $ 1,669 $ 304
@) Defined Benefit Retirement Plan

The Bank sponsors an unfunded, non-qualified, defined benefit retirement plan for certain key officers. Benefits vest based on years of service.
The actuarially determined pension costs are expensed and accrued over the service period, and benefits are paid from the Bank s assets. The
Bank maintains life insurance policies on certain current and former executives, the proceeds from which will help to offset the cost of benefits.
The net periodic benefits costs, which include interest cost and amortization of net losses, totaled $31,000 and $32,000 for the three months
ended March 31, 2010 and 2009, respectively.

8 Commitments and Contingent Liabilities

As of March 31, 2010, Bancorp had various commitments outstanding that arose in the normal course of business, including standby letters of
credit and commitments to extend credit, which are properly not reflected in the financial statements. In management s opinion, commitments to
extend credit of $385,775,000 including standby letters of credit of $26,479,000 represent normal banking transactions, and no significant losses
are anticipated to result from these commitments as of March 31, 2010. Commitments to extend credit were $379,075,000, including letters of
credit of $26,655,000, as of December 31, 2009. Bancorp s exposure to credit loss in the event of nonperformance by the other party to these
commitments is represented by the contractual amount of these instruments. Bancorp uses the same credit and collateral policies in making
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commitments and conditional guarantees as for on-balance sheet instruments.

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any condition established in the contract.
Commitments generally have fixed expiration dates or other
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termination clauses. Commitments to extend credit are mainly made up of commercial lines of credit, construction and development loans and
home equity credit lines. Since some of the commitments are expected to expire without being drawn upon, the total commitment amounts do
not necessarily represent future cash requirements. Bancorp evaluates each customer s creditworthiness on a case by case basis. The amount of
collateral obtained, if deemed necessary by Bancorp upon extension of credit, is based on management s credit evaluation of the customer.
Collateral held varies but may include accounts receivable, inventory, property, plant and equipment, income producing commercial properties,
residential properties and real estate under development.

Standby letters of credit and financial guarantees written are conditional commitments issued by Bancorp to guarantee the performance of a
customer to a third party. Those guarantees are primarily issued to support private borrowing arrangements. Standby letters of credit generally
have maturities of up to five years.

Bancorp has commercial customers who entered into interest rate swap agreements with another financial institution to manage their own
interest rate risk. Bancorp assisted two customers by guaranteeing performance of the swaps with the other financial institutions. Accordingly,
Bancorp entered into risk participation agreements as a guarantor. The agreement stipulates that, in the event of default by the Bank s customer
on the interest rate swap, Bancorp will reimburse a portion of the loss, if any, borne by the other financial institution. These interest rate swaps
are normally collateralized generally with real property, inventories and equipment by the customer, which limits Bancorp s credit risk
associated with the agreements. The terms of the agreements range from 13 to 35 months. The maximum potential future payment guaranteed by
Bancorp cannot be readily estimated, because it is dependent upon the fair value of the interest rate swaps at the time of default. If an event of
default on all contracts had occurred at March 31, 2010, Bancorp would have been required to make payments of approximately $372,000.
Management believes the unamortized fee income of $16,000 recorded in other liabilities materially approximates the fair value of these
guarantees.

Bancorp has commercial customers who require international letters of credit for their business needs. Bancorp assisted several customers by
guaranteeing performance of the letters of credit with a correspondent financial institution. Accordingly, Bancorp has entered into an agreement
whereby Bancorp is ultimately liable for the repayment in the event of non-performance by our customer. The terms of the agreements range
from 1 to 13 months. If an event of default on all contracts had occurred at March 31, 2010, Bancorp would have been required to make
payments of approximately $2,675,000. These letters of credit are normally collateralized generally with inventories and receivables by the
customer, which limits Bancorp s credit risk associated with the agreements.

9) Preferred Stock

At Bancorp s 2003 annual meeting of shareholders, the shareholders approved an amendment to the Articles of Incorporation to create a class of
preferred stock and authorize 1,000,000 shares of this preferred stock with no par value. The relative rights, preferences and other terms of this
stock or any series within the class will be determined by the Board of Directors prior to any issuance. Some of this preferred stock will be used
in connection with a shareholders rights plan upon the occurrence of certain triggering events. None of this stock had been issued as of

March 31, 2010.
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(10) Net Income Per Share

The following table reflects, for the three ended March 31, 2010 and 2009, net income (the numerator) and average shares outstanding (the
denominator) for the basic and diluted net income per share computations:

Three months ended

March 31
2010 2009

Net income, basic and diluted $ 4,981 $ 4,737
Average shares outstanding 13,645 13,500
Effect of dilutive securities 73 137
Average shares outstanding including

dilutive securities 13,718 13,637
Net income per share, basic $ 0.37 $ 0.35
Net income per share, diluted $ 0.36 $ 0.35

(1) Segments

The Bank s, and thus Bancorp s, principal activities include commercial banking and investment management and trust. Commercial banking
provides a full range of loan and deposit products to individuals, consumers and businesses. Commercial banking also includes the Bank s
mortgage banking and securities brokerage activity. Investment management and trust provides wealth management services including
investment management, trust and estate administration, retirement plan services and financial planning.

The financial information for each business segment reflects that which is specifically identifiable or allocated based on an internal allocation
method. Principally, all of the net assets of Bancorp are involved in the commercial banking segment. Income taxes are allocated to the
investment management and trust segment based on the marginal federal tax rate since all activity giving rise to the difference between marginal
and effective tax rates occurs in the commercial banking segment. The measurement of the performance of the business segments is based on
the management structure of the Bank and is not necessarily comparable with similar information for any other financial institution. The
information presented is also not indicative of the segments operations, if they were independent entities.
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Selected financial information by business segment for the three month periods ended March 31, 2010 and 2009 follows:

Three months

ended March 31
(In thousands) 2010 2009
Net interest income
Commercial banking $ 15,747 $ 14,029
Investment management and trust 47 79
Total $ 15,794 $ 14,108
Provision for loan losses:
Commercial banking $ 2,695 $ 1,625
Investment management and trust
Total $ 2,695 $ 1,625
Non-interest income:
Commercial banking $ 4,772 $ 3,890
Investment management and trust 3,261 2,671
Total $ 8,033 $ 6,561
Non-interest expense:
Commercial banking $ 11,997 $ 10,747
Investment management and trust 1,818 1,522
Total $ 13,815 $ 12,269
Tax expense
Commercial banking $ 1,814 $ 1,608
Investment management and trust 522 430
Total $ 2,336 $ 2,038
Net income:
Commercial banking $ 4,013 $ 3,939
Investment management and trust 968 798
Total $ 4,981 $ 4,737

(12) Income Taxes

US GAAP provides guidance on financial statement recognition and measurement of tax positions taken, or expected to be taken, in tax returns.
As of March 31, 2010 and December 31, 2009 the gross amount of unrecognized tax benefits was $230,000. If recognized, all of the tax benefits
would increase net income, resulting in a decrease of the effective tax rate. The amount of unrecognized tax benefits may increase or decrease in
the future for various reasons including adding amounts for current tax year positions, expiration of open income tax returns due to statutes of
limitation, changes in management s judgment about the level of uncertainty, status of examination, litigation and legislative activity and the
addition or elimination of uncertain tax positions.
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Bancorp s policy is to report interest and penalties, if any, related to unrecognized tax benefits in income tax expense. As of March 31, 2010 and
December 31, 2009, the amount accrued for the potential payment of interest and penalties was $20,000.

(13) Derivative Financial Instruments

Bancorp manages its interest rate risk without the use of hedging instruments, and therefore does not have derivative financial instruments
employed for any reason except for the accommodation of customers as described below.

Bancorp offers interest rate swaps to customers desiring long-term fixed rate lending whereby Bancorp receives interest at a fixed rate and pays
interest at a variable rate. Simultaneously Bancorp enters into an interest rate swap agreement with a correspondent bank whereby Bancorp pays
interest at a fixed rate and receives interest at a variable rate. Because of matching terms of offsetting contracts and the collateral provisions
mitigating any non-performance risk, changes in fair value subsequent to initial recognition have an insignificant effect on earnings.

At March 31, 2010, Bancorp s interest rate swaps are recognized as other assets and liabilities in the consolidated statements of financial
condition at fair value. Bancorp s derivative instruments have not been designated as hedging instruments. These undesignated derivative
instruments are recognized on the consolidated balance sheet at fair value, with changes in fair value, due to changes in prevailing interest rates,
recorded in other noninterest income.

The above interest rate swap agreements derive their value from underlying interest rates. These transactions involve both credit and market risk.
The notional amounts are amounts on which calculations, payments, and the value of the derivative are based. Notional amounts do not represent
direct credit exposures. Direct credit exposure is limited to the net difference between the calculated amounts to be received and paid, if any.
Bancorp is exposed to credit-related losses in the event of nonperformance by the counterparties to these agreements. Bancorp controls the credit
risk of its financial contracts through credit approvals, limits and monitoring procedures, and does not expect any counterparties to fail their
obligations.

At March 31, 2010, two of the outstanding swap agreements have a forward-effective date in the fourth quarter of 2010. The remaining swap
agreements had a first cash flow payment due in the first quarter of 2010. Exchanges of cash flows related to the interest rate swap agreements
for the first quarter of 2010 were offsetting and therefore had no effect on Bancorp s earnings or cash flows.

At March 31, 2010 and December 31, 2009, Bancorp had contracts to make payments at a variable rate determined by a specified index (1
month LIBOR) in exchange for receiving payments at a fixed rate. Correspondingly, at March 31, 2010 and December 31, 2009, Bancorp had
contracts to make payments at a fixed rate in exchange for receiving payments at a variable rate determined by a specified index (1 month
LIBOR). A summary of the contracts is as follows:

Receiving Paying
March 31, December 31, March 31, December 31,
2010 2009 2010 2009
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5,446,429 $ 5,500,000 $ 5,446,429

8.8 9.1 8.8

(159,529) $ (93,651) $ 159,529
19

$
$

5,500,000
9.1
93,651
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To reduce credit risk related to the use of derivative instruments, Bancorp obtains collateral. The amount and nature of the collateral obtained is
based on Bancorp s credit evaluation of the customer. In addition, per the terms of the agreement with the correspondent bank, Bancorp may be
required to post collateral for swaps with negative fair values and vice versa.

(14) Fair Value Measurements

Bancorp adopted the provisions of the authoritative guidance for fair value measurements. This guidance is definitional and disclosure oriented
and addresses how companies should approach measuring fair value when required by US GAAP; it does not create or modify any current US
GAAP requirements to apply fair value accounting. The guidance prescribes various disclosures about financial statement categories and
amounts which are measured at fair value, if such disclosures are not already specified elsewhere in US GAAP.

The authoritative guidance defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between participants at the measurement date. The guidance also establishes a hierarchy to group assets and liabilities carried at fair
value in three levels based upon the markets in which the assets and liabilities trade and the reliability of assumptions used to determine fair
value. These levels are:

e Levell Valuation is based upon quoted prices for identical instruments traded in active markets.

e Level2 Valuation is based upon quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active, and model-based valuation techniques for which all significant assumptions are observable in the
market.

e Level3 Valuation is generated from model-based techniques that use significant assumptions not observable in the market. These
unobservable assumptions would reflect internal estimates of assumptions that market participants would use in pricing the asset or liability.
Valuation techniques could include pricing models, discounted cash flows and other similar techniques.

Bancorp s policy is to maximize the use of observable inputs and minimize the use of unobservable inputs in fair value measurements. Where
there exists limited or no observable market data, Bancorp uses its own estimates generally considering characteristics of the asset/liability, the
current economic and competitive environment and other factors. For this reason, results cannot be determined with precision and may not be
realized on an actual sale or immediate settlement of the asset or liability.

Bancorp s investment securities available for sale are recorded at fair value on a recurring basis. Other accounts including mortgage loans held
for sale, mortgage servicing rights, impaired loans and other real estate owned may be recorded at fair value on a non-recurring basis, generally
in the application of lower of cost or market adjustments or write-downs of specific assets.
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The portfolio of investment securities available for sale is comprised of debt securities of the U.S. Treasury and other U.S.
government-sponsored corporations, mortgage-backed securities, obligations of state and political subdivisions, and trust preferred securities of
other banks. Certain trust preferred securities are priced using quoted prices of identical securities in an active market. These measurements are
classified as Level 1 in the hierarchy above. All other securities are priced using standard industry models or matrices with various assumptions
such as yield curves, volatility, prepayment speeds, default rates, time value, credit rating and market prices for the instruments. These
assumptions are generally observable in the market place and can be derived from or supported by observable data. These measurements are
classified as Level 2 in the hierarchy above.
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Interest rate swaps are valued using primarily Level 2 inputs. Fair value measurements are obtained from an outside pricing service. Prices
obtained are generally based on dealer quotes, benchmark forward yield curves, and other relevant observable market data. For purposes of
potential valuation adjustments to derivative positions, Bancorp evaluates the credit risk of its counterparties as well as its own credit risk. To

date, Bancorp has not realized any losses due to a counterparty s inability to perform and the change in value of derivative assets and liabilities

attributable to credit risk was not significant during 2010.

Below are the carrying values of assets measured at fair value on a recurring basis (in thousands).

(In thousands) Total
Assets

Investment securities available for sale

Government sponsored enterprise obligations ~ $ 97,513
Mortgage-backed securities 61,673
Obligations of states and political subdivisions 42,082
Trust preferred securities of financial

institutions 1,214
Total investment securities available for sale 202,482
Interest rate swap 160
Total Assets $ 202,642
Liabilities

Interest rate swap $ 160

$

21

Fair Value at March 31, 2010

Level 1 Level 2 Level 3
$ 97,513 $
61,673
42,082
1,214
1,214 201,268
160
1,214 $ 201,428 $
$ 160 $
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Fair value at December 31, 2009
(In thousands) Total Level 1 Level 2 Level 3
Assets

Investment securities available for sale

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

obligations $ 3,019 $ $ 3,019 $
Government sponsored enterprise obligations 124,688 124,688
Mortgage-backed securities 66,681 66,681
Obligations of states and political subdivisions 32,812 32,812

Trust preferred securities of financial

institutions 1,025 1,025

Total investment securities available for sale 228,225 1,025 227,200
Interest rate swap 94 94
Total Assets $ 228,319 $ 1,025 $ 227,294 $
Liabilities

Interest rate swap $ 94 $ $ 94 $

Mortgage loans held for sale are carried at the lower of cost or market value. The portfolio is comprised of residential real estate loans and fair
value is based on specific prices of underlying contracts for sales to investors. These measurements are classified as Level 2. Because the fair
value of the loans held for sale exceeded their carrying value, they are not included in the table for March 31, 2010 or December 31, 2009.

Mortgage servicing rights (MSRs) are recorded at fair value upon capitalization, are amortized to correspond with estimated servicing income,
and are periodically assessed for impairment based on fair value at the reporting date. Fair value is based on a valuation model that calculates
the present value of estimated net servicing income. The model incorporates assumptions that market participants would use in estimating future
net servicing income. These measurements are classified as Level 3. For the year ended December 31, 2009, the MSR valuation allowance
reversals totaled $176,000. A corresponding increase of $176,000 was included in earnings for 2009. At March 31, 2010 and December 31,
2009 there was no valuation allowance for the mortgage servicing rights, as the fair value exceeded the cost. Accordingly, the MSRs are not
included in the table for 2010 or 2009.

Bancorp s investment in a bank in one of Bancorp s expansion markets, included in other assets, is recorded as an equity-method investment. As
of March 31, 2010, the carrying value of the investment is $520,000, and is not included in the table below as the fair value of the investment
exceeds the cost. Because Bancorp evaluated this investment based on a quoted price for this security in a market that is generally not active,

the measurement was classified as Level 2.
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Other real estate owned, which is carried at the lower of cost or fair value, is periodically assessed for impairment based on fair value at the
reporting date. Fair value is determined from external appraisals using judgments and estimates of external professionals. Many of these inputs
are not observable and, accordingly, these measurements are classified as Level 3. At March 31, 2010 and December 31, 2009, the carrying
value of other real estate owned was $2,549,000 and $1,556,000, respectively. Other real estate owned is not included in either table below, as
the fair value of the properties exceeded their carrying value at March 31, 2010 and December 31, 2009.

Below are the carrying values of assets measured at fair value on a non-recurring basis (in thousands).

(in thousands)
Impaired loans

(in thousands)
Impaired loans

Fair value at March 31, 2010
Total Level 1 Level 2
7,200 $ $

Fair value at December 31, 2009
Total Level 1 Level 2
7,012 $ $

23
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(15) Fair Value of Financial Instruments

The estimated fair values of financial instruments are as follows:

(In thousands)

Financial assets

Cash and short-term investments
Mortgage loans held for sale

Securities

Federal Home Loan Bank stock and other
securities

Loans, net

Accrued interest receivable

Interest rate swap

Financial liabilities
Deposits

Short-term borrowings
Long-term borrowings
Accrued interest payable
Interest rate swap

Off balance sheet financial instruments
Commitments to extend credit
Standby letters of credit

March 31, 2010

Carrying
Amount

72,057
3,543
202,513

5,772
1,419,385
6,193
160

1,435,014
74,220
101,350
497

160

Fair Value

72,057 $
3,545
202,515

5,772
1,436,547
6,193

160

1,446,792 $
74,382
103,157
497
160

(397)

December 31, 2009

Carrying
Amount

32,424
13,249
228,260

5,547
1,415,462
5,745

94

1,418,184
72,648
101,383
427

94

Fair Value

32,424
13,268
228,262

5,547
1,440,374
5,745

94

1,429,863
72,765
109,959
427

94

(400)

Management used the following methods and assumptions to estimate the fair value of each class of financial instrument for which it is

practicable to estimate the value.

Cash, Short-term investments, Federal Home Loan Bank stock, Accrued interest receivable/payable and Short-term borrowings

For these short-term instruments, the carrying amount is a reasonable estimate of fair value.

Securities

For securities, fair value equals quoted market price, if available. If a quoted market price is not available, fair value is estimated using quoted
market prices for similar securities or dealer quotes.
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Mortgage loans held for sale

The fair value of mortgage loans held for sale is determined by market quotes for each loan based on loan type, term, rate and size.
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Loans, net

The fair value of loans is estimated by discounting future cash flows using current rates at which similar loans would be made to borrowers with
similar credit ratings and for the same remaining maturities (e.g. entrance price).

Interest rate swaps

Fair value measurements are obtained from an outside pricing service. Prices obtained are generally based on dealer quotes, benchmark forward
yield curves, and other relevant observable market data.

Deposits

The fair value of demand deposits, savings accounts, and certain money market deposits is the amount payable on demand at the reporting date.
The fair value of fixed-rate certificates of deposits is estimated by discounting the future cash flows using the rates currently offered for deposits
of similar remaining maturities.

Long-term borrowings

The fair value of long-term borrowings is estimated by discounting the future cash flows using estimates of the current market rate for
instruments with similar terms and remaining maturities.

Commitments to extend credit and standby letters of credit

The fair values of commitments to extend credit are estimated using fees currently charged to enter into similar agreements and the
creditworthiness of the customers. The fair values of standby letters of credit are based on fees currently charged for similar agreements or the
estimated cost to terminate them or otherwise settle the obligations with the counterparties at the reporting date.

Limitations
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The fair value estimates are made at a specific point in time based on relevant market information and information about the financial
instruments. Because no market exists for a significant portion of Bancorp s financial instruments, fair value estimates are based on judgments
regarding future expected loss experience, current economic conditions, risk characteristics of various financial instruments, and other factors.
These estimates are subjective in nature and involve uncertainties and matters of significant judgment and therefore cannot be determined with
precision. Therefore, the calculated fair value estimates in many instances cannot be substantiated by comparison to independent markets and, in
many cases, may not be realizable in a current sale of the instrument. Changes in assumptions could significantly affect the estimates.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations

This item discusses the results of operations for S.Y. Bancorp, Inc. ( Bancorp or Company ), and its subsidiary, Stock Yards Bank & Trust
Company ( Bank ) for the three months ended March 31, 2010 and compares this period with the same period of the previous year. Unless
otherwise indicated, all references in this discussion to the Bank include Bancorp. In addition, the discussion describes the significant changes in
the financial condition of Bancorp and the Bank that have occurred during the first three months of 2010 compared to the year ended

December 31, 2009. This discussion should be read in conjunction with the unaudited condensed consolidated financial statements and
accompanying notes presented in Part 1, Item 1 of this report.

This report contains forward-looking statements under the Private Securities Litigation Reform Act that involve risks and uncertainties.
Although Bancorp believes the assumptions underlying the forward-looking statements contained herein are reasonable, any of these
assumptions could be inaccurate. Factors that could cause actual results to differ from results discussed in forward-looking statements include,
but are not limited to the following: economic conditions both generally and more specifically in the markets in which Bancorp and the Bank
operate; competition for Bancorp s customers from other providers of financial services; government legislation and regulation which change
from time to time and over which Bancorp has no control; changes in interest rates; material unforeseen changes in liquidity, results of
operations, or financial condition of Bancorp s customers; and other risks detailed in Bancorp s filings with the Securities and Exchange
Commission, all of which are difficult to predict and many of which are beyond the control of Bancorp.

Overview of 2010 through March 31

Bancorp completed the first quarter of 2010 with net income of $4.98 million or 5% more than the comparable period of 2009. The increase is
due to an improvement in net interest margin and increasing non-interest income, somewhat offset by a higher provision for loan losses and
increasing non-interest expenses. Diluted earnings per share for the first quarter of 2010 were $0.36 compared to the first quarter of 2009 at
$0.35.

As is the case with most banks, the primary source of Bancorp s revenue is net interest income and fees from various financial services provided
to customers. Net interest income is the difference between interest income earned on loans, investment securities and other interest earning
assets less interest expense on deposit accounts and other interest bearing liabilities. Loan volume and the interest rates earned on those loans
are critical to overall profitability. Similarly deposit volume is crucial to funding loans and rates paid on deposits directly impact profitability.
Business volumes are influenced by overall economic factors including market interest rates, business spending, consumer confidence and
competitive conditions within the marketplace.

Year-over-year total loans increased $65 million or 5%, and this was the driving force for growth in interest income. Increased loan volume
more than offset the negative effect of the declining interest rates over the past year. Despite deposit growth to support loan growth, interest
expense declined due to lower funding costs on deposits and borrowings, resulting in higher net interest income compared to the first quarter of
2009. The average rate earned on assets decreased in the first quarter of 2010 compared to the same period in 2009 as the rates earned on loans
and investments declined. Rates paid on liabilities decreased more than rates earned on assets, contributing to an increased net interest spread
and net interest margin compared to the first three months of 2009.
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Distinguishing Bancorp from other similarly sized community banks is its diverse revenue stream, and non-interest income continued to be a key
contributor to earnings in the first quarter of 2010. Total non-interest income increased 22% in the first quarter of 2010 compared to the same
period in 2009 and non-interest income as a percentage of total revenues increased to 34% in the first quarter of 2010 from 32% in the first
quarter of 2009. The increase is due largely to increased income from investment management and trust services, as well as realized and
unrealized gains on an investment in a domestic private investment fund. Income from investment
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management and trust services, which constitutes the single largest component of non-interest income increased 22% for the quarter due to
higher asset values and a modest increase in non-recurring estate fees. Revenue is earned as a percentage of the market value of the assets under
management and therefore is tied directly to the broader market s overall performance. In addition, Bancorp experienced increases in service
charges on deposit accounts, bankcard transaction income, and brokerage income. Partially offsetting the increases were decreases in gains on
sales of mortgage loans held for sale as the volume of transactions in that area has declined from an all-time high in 2009.

Higher non-interest expense in 2010 was reflected in almost all categories. Bancorp s first quarter efficiency ratio was 57.31% compared with
58.53% in the fourth quarter of 2009 and 58.61% in the first quarter last year.

Also impacting 2010 results, Bancorp s provision for loan losses was $2,695,000 in the first quarter compared to $1,625,000 in the first quarter of
2009. Management s action to increase the allowance for loan losses in the first quarter of 2010 versus the year-earlier period reflected an
ongoing concern that the current economic downturn and prospects for a slow recovery will continue to take a toll on the Company s loan
portfolio and underlying collateral values, extending its impact to lending relationships that have to date not been identified. The increased
provision for the first quarter of 2010 results from a consistent allowance methodology that is driven by risk ratings. Bancorp s allowance for
loan losses was 1.51% of total loans at March 31, 2010, compared with 1.39% of total loans at December 31, 2009, and 1.18% at March 31,

2009.

Tangible common equity (TCE), a non-GAAP measure, is a measure of a company s capital which is useful in evaluating the quality and
adequacy of capital. The ratio of tangible common equity to total tangible assets was 8.70% as of March 31, 2010, compared to 8.54% at
December 31, 2009. See the Non-GAAP Financial Measures section for details on reconcilement to US GAAP measures.

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

a) Results Of Operations

Net income of $4,981,000 for the three months ended March 31, 2010 increased $244,000, or 5.2%, from $4,737,000 for the comparable 2009
period. Basic net income per share was $0.37 for the first quarter of 2010, an increase of 5.7% from the $0.35 for the first quarter of 2009. Net
income per share on a diluted basis was $0.36 for the first quarter of 2010, compared to $0.35 for the first quarter of 2009; a 2.9% increase.
Annualized return on average assets and annualized return on average stockholders equity were 1.12% and 12.76%, respectively, for the first
quarter of 2010, compared to 1.18% and 13.15%, respectively, for the same period in 2009.

Net Interest Income

The following tables present the average balance sheets for the three month period ended March 31, 2010 and 2009 along with the related
calculation of tax-equivalent net interest income, net interest margin and net interest spread for the related periods. See the notes following the
tables for further explanation.
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Average Balances and Interest Rates Taxable Equivalent Basis

Average

(Dollars in thousands) Balances
Earning assets:
Federal funds sold $ 54,329
Mortgage loans held for sale 4,815
Securities:
Taxable 166,504
Tax-exempt 26,334
FHLB stock 5,549
Loans, net of unearned income 1,438,138
Total earning assets 1,695,669
Less allowance for loan losses 20,851

1,674,818
Non-earning assets:
Cash and due from banks 25,872
Premises and equipment 27,939
Accrued interest receivable and
other assets 67,970
Total assets $ 1,796,599
Interest bearing liabilities:
Deposits:
Interest bearing demand deposits ~ $ 237,843
Savings deposits 62,131
Money market deposits 401,121
Time deposits 510,373
Securities sold under agreements
to repurchase 55,447
Fed funds purchased and other
short term borrowings 18,958
FHLB advances 60,451
Long-term debt 40,904
Total interest bearing liabilities 1,387,228
Non-interest bearing liabilities:
Non-interest bearing demand
deposits 214,531
Accrued interest payable and
other liabilities 36,588
Total liabilities 1,638,347
Stockholders equity 158,252
Total liabilities and stockholders
equity $ 1,796,599

Net interest income
Net interest spread
Net interest margin

Three months ended March 31

2010

Average Average
Interest Rate Balances

25 0.19% $ 3,797
66 5.56% 5,929
1,349 3.29% 129,347
355 5.47% 27,264
55 4.02% 4,344
19,384 5.47% 1,361,389
21,234 5.08% 1,532,070
15,802
1,516,268
25,488
27,798
57,984
$ 1,627,538
113 0.19% $ 214,306
42 0.27% 46,355
703 0.71% 323,945
2,824 2.24% 495,557
87 0.64% 52,610
9 0.19% 17,813
525 3.52% 70,072
860 8.53% 40,931
5,163 1.51% 1,261,589
183,606
36,211
1,481,406
146,132
$ 1,627,538

16,071

3.57%
3.84%

$

Interest

3
76

1,372
392
49

18,888
20,780

97

586
3,983

59
22
780
875

6,409

14,371

Average
Rate

0.32%
5.20%

4.30%
5.83%
4.57%
5.63%
5.50%

0.18%
0.06%
0.73%
3.26%

0.45%
0.50%
4.51%
8.67%

2.06%

3.44%
3.80%
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Notes to the average balance and interest rate tables:

. Net interest income, the most significant component of the Bank s earnings is total interest income less total interest expense. The
level of net interest income is determined by the mix and volume of interest earning assets, interest bearing deposits and borrowed funds, and
changes in interest rates.

. Net interest spread is the difference between the taxable equivalent rate earned on interest earning assets less the rate expensed on
interest bearing liabilities.

. Net interest margin represents net interest income on a taxable equivalent basis as a percentage of average interest earning assets.
Net interest margin is affected by both the interest rate spread and the level of non-interest bearing sources of funds, primarily consisting of
demand deposits and stockholders equity.

. Interest income on a fully tax equivalent basis includes the additional amount of interest income that would have been earned if
investments in certain tax-exempt interest earning assets had been made in assets subject to federal taxes yielding the same after-tax income.
Interest income on municipal securities and loans have been calculated on a fully tax equivalent basis using a federal income tax rate of 35%.
The approximate tax equivalent adjustments to interest income were $277,000 and $263,000, respectively, for the three month periods ended
March 31, 2010 and 2009.

Fully taxable equivalent net interest income of $16,071,000 for the three months ended March 31, 2010 increased $1,700,000, or 11.8%, from
$14,371,000 when compared to the same period last year. Net interest spread and net interest margin were 3.57% and 3.84%, respectively, for
the first quarter of 2010 and 3.44% and 3.80%, respectively, for the first quarter of 2009.

For the past three years, Bancorp has experienced net interest margin pressure due to declines in prevailing rates, competitive pressure on loans
and deposits, and the impact of maintaining liquidity, all of which have varied in degree. Decreasing prevailing interest rates have negatively
impacted the average rate earned on loans, the Bank s primary earning asset. Approximately 40% of the Bank s loans are variable rate and most
of these loans are indexed to the Bank s prime rate and may reprice as the prime rate changes. However, approximately $409 million, or 68% of
variable rate loans, have reached their contractual floor of 4% or higher. Approximately $152 million or 25% of variable rate loans have no
contractual floor; however, the Bank intends to establish floors whenever possible upon renewal of the loans. The remaining $43 million of
variable rate loans, or 7% of variable rate loans, have contractual floors below 4%. The Bank s variable rate loans are primarily comprised of
commercial lines of credit and real estate loans. At inception, most of the Bank s fixed rate loans are priced in relation to the five year Treasury
bond and the persistence of low short term rates has held those rates low. In addition to pressure on earning assets from the lower rate
environment, many deposit rates are at or near a floor and are not able to be reduced to the same degree as loans.

Average earning assets increased $163.6 million or 10.7%, to $1.696 billion for the first three months of 2010 compared to 2009, reflecting
growth in the loan portfolio and investment securities. Average interest bearing liabilities increased $125.6 million, or 10.0%, to $1.387 billion
for the first three months of 2010 compared to 2009 primarily due to increases in interest bearing deposits, partially offset by decreases in FHLB
borrowings.
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Asset/Liability Management and Interest Rate Risk

Managing interest rate risk is fundamental for the financial services industry. The primary objective of interest rate risk management is to
neutralize effects of interest rate changes on net income. Bank management evaluates interest rate sensitivity while attempting to optimize net
interest income within the constraints of prudent capital adequacy, liquidity needs, market opportunities and customer requirements.

Interest Rate Simulation Sensitivity Analysis

Bancorp uses an earnings simulation model to estimate and evaluate the impact of changing interest rates on earnings. The simulation model is
designed to reflect the dynamics of interest earning assets, interest bearing liabilities and off-balance sheet financial instruments. By estimating
the effects of interest rate increases and decreases, the model can reveal approximate interest rate risk exposure. The simulation model is used by
management to gauge approximate results given a specific change in interest rates at a given point in time. The model is therefore a tool to
indicate earnings trends in given interest rate scenarios and does not indicate actual expected results. The March 31, 2010 simulation analysis,
which shows very little interest rate sensitivity, indicates that an increase in interest rates of 100 to 200 basis points would have a slightly
negative effect on net interest income, and a decrease of 100 to 200 basis points in interest rates would have a positive impact. These estimates
are summarized below.

Net interest
income change

Increase 200bp 2.21)%
Increase 100bp (2.74)
Decrease 100bp 6.18
Decrease 200bp 7.47

Approximately 28% of total loans are indexed to the prime rate, and have floors of 4% or higher. Since the prime rate is currently 3.25%, rates
would have to increase more than 75 bp before the rates on such loans will rise. This effect, captured in our simulation analysis above,
negatively impacts the effect of rising rates. Analysis of rates increasing 400 bp or higher indicates a positive effect on net interest income.

The scenario of rates decreasing 200 bp is not reasonably possible given current low rates for short-term instruments and most deposits.

Undesignated derivative instruments described in Note 13 are recognized on the consolidated balance sheet at fair value, with changes in fair
value, due to changes in prevailing interest rates, recorded in other noninterest income. Because of matching terms of offsetting contracts, in
addition to collateral provisions which mitigate the impact of non-performance risk, changes in fair value subsequent to initial recognition have a
minimal effect on earnings, and are therefore not included in the simulation analysis results above.

Provision for Loan Losses
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The provision for loan losses increased $1,070,000 for the first three months of 2010 compared to the same period in 2009 in response to
Bancorp s assessment of risk in the loan portfolio. The provision for loan losses is calculated after considering credit quality factors, and
ultimately relies on an overall internal analysis of the risk in the loan portfolio. The increased provision for 2010 reflects an allowance
methodology that is driven by risk ratings. Bancorp intends to continue with its historically conservative stance toward credit quality, remaining
cautious in assessing the potential risk in the loan portfolio. Management has established loan grading procedures which result in specific
allowance allocations for any

30

49



Edgar Filing: RYANAIR HOLDINGS PLC - Form 6-K

Table of Contents

estimated inherent risk of loss. For all loans graded, but not individually reviewed, a general allowance allocation is computed using factors
typically developed over time based on actual loss experience. The specific and general allocations plus consideration of qualitative factors
represent management s best estimate of probable losses contained in the loan portfolio at the evaluation date. Although the allowance for loan
losses is comprised of specific and general allocations the entire allowance is available to absorb any credit losses. Based on this detailed
analysis of credit risk, management considers the allowance for loan losses adequate to cover probable losses inherent in the loan portfolio at
March 31, 2010.

An analysis of the changes in the allowance for loan losses and selected ratios for the three month periods ended March 31, 2010 and 2009
follows:

Three months ended March 31

(Dollars in thousands) 2010 2009

Balance at the beginning of the period $ 20,000 $ 15,381
Provision for loan losses 2,695 1,625
Loan charge-offs, net of recoveries (884) (798)
Balance at the end of the period $ 21,811 $ 16,208
Average loans, net of unearned income $ 1,438,138 $ 1,361,389
Provision for loan losses to average loans (1) 0.19% 0.12%
Net loan charge-offs to average loans (1) 0.06% 0.06%
Allowance for loan losses to average loans 1.52% 1.19%
Allowance for loan losses to period-end loans 1.51% 1.18%
Allowance to nonperforming loans 161.78% 277.01%

(1) Amounts not annualized

Among many factors considered in determining the provision for loan losses are net charge-offs and non-performing loans. Net charge-offs

were 0.06% of average loans for both the first quarter of 2010 and 2009. Total non-performing loans increased to $13,482,000 at March 31,

2010, from $12,101,000 at December 31, 2009. While Bancorp s metrics for net charge-offs and non-performing loans remain at relatively low
levels compared to the banking industry, management continues to feel that a prolonged recession could place additional pressure on credit

quality in determining the provision and allowance for loan losses. Please refer to the Non-performing Loans and Assets section of this report for
further information regarding asset quality.
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An analysis of net charge-offs by loan category for the three month periods ended March 31, 2010 and 2009 follows:

(in thousands)

Three Months
Ended March 31

Net loan charge-offs (recoveries) 2010 2009
Commercial and industrial $ 128 $ 216
Construction and development 299

Real estate mortgage - commercial investment 253 55
Real estate mortgage - owner occupied commercial 140

Real estate mortgage - 1-4 family residential 129 75
Home equity 46
Consumer (65) 406
Total net loan charge-offs $ 334 $ 798

Non-interest Income and Expenses

The following table sets forth the major components of non-interest income and expenses for the three month periods ended March 31, 2010 and
2009.

Three months

ended March 31
(In thousands) 2010 2009
Non-interest income:
Investment management and trust services $ 3,261 $ 2,671
Service charges on deposit accounts 1,884 1,811
Bankcard transaction revenue 751 659
Gains on sales of mortgage loans held for sale 385 499
Brokerage commissions and fees 456 385
Bank owned life insurance income 243 243
Other 1,053 293
Total non-interest income $ 8,033 $ 6,561
Non-interest expenses:
Salaries and employee benefits 8,089 $ 7,400
Net occupancy expense 1,276 1,008
Data processing expense 1,137 1,031
Furniture and equipment expense 314 292
State bank taxes 343 388
FDIC insurance expense 471 422
Other 2,185 1,728
Total non-interest expenses $ 13,815 $ 12,269

Total non-interest income increased $1,472,000, or 22.4%, for the first quarter of 2010 compared to the same period in 2009.
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Investment management and trust services income increased $590,000, or 22.1%, in the first quarter of 2010, as compared to the same period in
2009, primarily due to the impact of an increased market value of assets under management and a modest increase in executor fees. Most fees
earned for managing accounts are based on a percentage of market value on a monthly basis. Growth in assets from net new accounts and
improving broader markets have resulted in an increase in investment management fees. Trust assets under management at March 31, 2010
were $1.57 billion, compared to $1.30 billion at March 31, 20009.

Service charges on deposit accounts increased $73,000, or 4.0%, in the first quarter of 2010, as compared to the same period in 2009. Service
charge income is driven by transaction volume in deposit accounts, which can fluctuate throughout the year. Recent legislation requires that our
customers optin to a service in order to access their overdraft protection during the third quarter of 2010. Management believes this requirement
will result in a decline in service charge income.

Bankcard transaction revenue increased $92,000, or 14.0%, in the first quarter of 2010, as compared to the same period in 2009 and primarily
represents income the Bank derives from customers use of debit cards. Results in the first quarter of 2010 compared favorably to the same
period in 2009 as bankcard transaction volume continues to increase. To earn higher interchange fees, Bancorp encourages its customers to
process debit card transactions as signature-based transactions and has a rewards program to help with this effort.

The Bank s mortgage banking division originates residential mortgage loans to be sold in the secondary market. Interest rates on the loans sold
are locked with the borrower and investor prior to closing the loans, thus Bancorp bears no interest rate risk related to these loans. The division
offers conventional, VA and FHA financing, for purchases and refinances, as well as programs for low-income first time home buyers. The
mortgage banking division also offers home equity conversion mortgages or reverse mortgages insured by the U.S. Department of Housing and
Urban Development (HUD). These HUD loans provide older homeowners a vehicle for converting equity in their homes to cash. Gains on sales
of mortgage loans decreased $114,000, or 22.8%, in the first quarter of 2010, as compared to the same period in 2009. Interest rates on
mortgage loans directly impact the volume of business transacted by the mortgage banking division. Prevailing mortgage interest rates fell
substantially in late 2008 and have remained at attractive levels through 2009 and 2010 helping contribute to a solid loan volume mostly
refinance activity. Also, the well-publicized availability of first-time homebuyer tax credits contributed to an increase in purchase activity in late
2009 and 2010. Volume reached an all-time high in 2009, and has declined in 2010 as many homeowners have already taken advantage of their
refinance opportunities as rates remained low.

Brokerage commissions and fees increased $71,000, or 18.4%, in the first quarter of 2010, as compared to the same period in 2009. These
increases corresponded to higher overall brokerage volume, as retail investors exhibited increased confidence in the overall market and the
economic outlook.

Bank Owned Life Insurance (BOLI) income totaled $243,000 for the first three months of 2010 and 2009. Bancorp purchases life insurance
policies on the lives of certain directors, officers and employees and is the owner and beneficiary of the policies. Bancorp invests in these
policies, known as BOLI, to provide an efficient form of funding for long-term retirement and other employee benefits costs.

Other non-interest income increased $760,000, or 259%, in the first quarter of 2010 as compared to the same period in 2009, primarily due to an
increase of $738,000 in the value of the domestic private equity fund, as well as a variety of other factors, none of which is individually
significant.
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Total non-interest expenses increased $1,546,000, or 12.6%, for the first quarter of 2010 as compared to the same period in 2009.
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Salaries and employee benefits increased $689,000, or 9.3%, for the first quarter of 2010, as compared to the same period of 2009, due to
increases in salaries and health insurance expense, partially offset by decreases in pension expense. The Bank had 471 and 460 full time
equivalent employees as of March 31, 2010 and 2009; the expansion in Cincinnati and the addition of senior staff increased per capita salaries
and contributed to the overall increase.

Net occupancy expense increased $268,000, or 26.6%, in the first quarter of 2010, as compared to the same period of 2009, due to an increase in
rent expense, some of which was a one-time charge to reflect the impact of leases with escalation clauses. Other contributing factors were
increases in utilities and property taxes. Data processing expense increased $106,000 or 10.3% for the first quarter of 2010, as compared to the
same period in 2009, primarily due to trust data processing expenses related to tax document preparation recorded in the first quarter of 2010 and
the second quarter of 2009. Furniture and equipment expense increased $22,000 or 7.5% for the first quarter of 2010, as compared to the same
period in 2009. This fluctuation relates to a variety of factors, none of which is individually significant.

State bank taxes decreased $45,000, or 11.6%, for the first quarter of 2010 as compared to the same period in 2009 due to a one-time increase in
bank taxes in the first quarter of 2009. These bank taxes are based on five-year average capital levels, which are increasing commensurate with
our growth. FDIC insurance expense rose $49,000, or 11.6%, for the first quarter of 2010 as compared to the same period in 2009. The increase
is related to increases in deposits since the first quarter of 2009.

Other non-interest expenses increased $457,000 or 26.4% in the first quarter of 2010, as compared to the same period in 2009. Included in this
category are amortization expenses related to MSRs and an impairment reversal of $159,000 in the first quarter of 2009. Mortgage volume
increased the amount of MSRs over 2009 and 2010, resulting in a corresponding increase of MSR amortization of $79,000 for the first 3 months
of 2010 compared to the same period in 2009. The remaining increases in other non-interest expenses are related to an increase of $173,000 in
legal and professional fees, along with a variety of factors including advertising, printing, mail and telecommunications, none of which is
individually significant.

Income Taxes

In the first quarter of 2010, Bancorp recorded income tax expense of $2,336,000, compared to $2,038,000 for the same period in 2009. The
effective rate for the three month period was 31.9% in 2010 and 30.1% in 2009. The increase in the effective tax rate was primarily due to a
decreased proportion of tax-exempt income to pretax income and an increasing amount of state income taxes.

Commitments
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Bancoryp utilizes a variety of financial instruments in the normal course of business to meet the financial needs of its customers. These
financial instruments include commitments to extend credit and standby letters of credit. A discussion of Bancorp s commitments is
included in Note 8.

57



Edgar Filing: RYANAIR HOLDINGS PLC - Form 6-K

58



Edgar Filing: RYANAIR HOLDINGS PLC - Form 6-K

Other commitments discussed in Bancorp s Annual Report on Form 10-K for the year ended December 31, 2009, have not materially
changed since that report was filed, relative to qualitative and quantitative disclosures of fixed and determinable contractual obligations.
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b) Financial Condition

Balance Sheet

Total assets increased $10.5 million, or 0.6%, from $1.791 billion on December 31, 2009 to $1.802 billion on March 31, 2010. The most
significant contributor of the increase in assets was federal funds sold,
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which increased $42.5 million in the first quarter while investment securities decreased $25.7 million as a result of maturing short-term

securities. Loan totals increased $5.7 million from the end of 2009. In addition to the loan growth represented on the consolidated balance sheet,
total loans actually grew by an additional $12 million. This growth was offset by the decrease participation loans classified as secured

borrowings noted in the Elements of the Loan Portfolio section below.

Total liabilities increased $6.8 million, or 0.4%, from December 31, 2009 to $1.645 billion on March 31, 2010. The most significant component
of the increase was in deposits of $16.8 million or 1.2% in support of loan growth. Securities sold under agreement to repurchase increased $2.3

million or 4.6%, while federal funds purchased decreased $0.6 million or 3.0%. Other short-term borrowings decreased $181 thousand or

10.0%. Other liabilities decreased $11.7 million or 25.8% as a result of a decrease in secured borrowings as noted in the Elements of the Loan

Portfolio section below.

Elements of Loan Portfolio

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

(in thousands)

Loans by Type March 31, 2010
Commercial and industrial $ 299,878 $
Construction and development 200,529
Real estate mortgage - commercial investment 320,544
Real estate mortgage - owner occupied commercial 282,258
Real estate mortgage - 1-4 family residential 159,733
Home equity - first lien 39,676
Home equity - junior lien 101,126
Consumer 37,452
Total loans $ 1,441,196 $

During the first quarter of 2010 Bancorp reviewed and standardized classifications of loan types. It was not feasible to obtain comparable

amounts for reclassification of prior period presentation.

Bancorp enters into loan participation agreements with correspondent banks in the ordinary course of business to diversify credit risk. For

December 31, 2009

336,889
204,653
326,421
230,001
147,342

41,644
108,398

40,114

1,435,462

certain participation loans, Bancorp has retained effective control of the loans, typically by restricting the participating institutions from pledging
or selling their share of the loan without permission from Bancorp. US GAAP requires these loans to be recorded as secured borrowings. These

loans are included in the loan totals above, and a corresponding liability is recorded in other liabilities. At March 31, 2010 and December 31,
2009, the total loans of this nature were $22,593,000 and $34,599,000 respectively. A corresponding decrease of $12,006,000 is reflected in

other liabilities.
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Interest Reserves for Construction Loans

The establishment of interest reserves for construction and development loans is an established banking practice, but the handling of such
interest reserves varies widely within the industry. Many of Bancorp s construction and development loans provide for the use of interest
reserves, and based upon its knowledge of general industry practices, Bancorp believes that its practices related to such interest reserves are
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appropriate and conservative. When Bancorp underwrites construction and development loans, it considers the expected total project costs,
including hard costs such as land, site work and construction costs and soft costs such as architectural and engineering fees, closing costs,
leasing commissions and construction period interest. Based on the total project costs and other factors, Bancorp determines the required
borrower cash equity contribution and the maximum amount Bancorp is willing to loan. In the vast majority of cases, Bancorp requires that all
of the borrower s cash equity contribution be contributed prior to any material loan advances. This ensures that the borrower s cash equity
required to complete the project will in fact be available for such purposes. As a result of this practice, the borrower s cash equity typically goes
toward the purchase of the land and early stage hard and soft costs. This results in Bancorp funding the loan later as the project progresses, and
accordingly Bancorp typically funds the majority of the budgeted construction period interest through loan advances. Bancorp monitors
budgeted interest reserves and does not allow funds allocated to other items to be directed to interest without realized cost savings. Bancorp also
looks to liquid guarantors who are able to make up a liquidity shortfall if required. The maximum committed balance of all construction and
development loans which provide for the use of interest reserves at March 31, 2010 was approximately $95.4 million, of which $55.8 million
was outstanding at March 31, 2010 and $39.6 million remained to be advanced. The weighted average final loan to value ratio on such loans,
based on the most recent appraisals and assuming such loans are ultimately fully advanced, is expected to be approximately 80%.

Non-performing Loans and Assets

Non-performing loans, which include non-accrual loans of $9,546,000, loans past due over 90 days and still accruing of $362,000, and loans
accounted for as troubled debt restructuring of $3,574,000, totaled $13,482,000 at March 31, 2010. Non-performing loans were $12,101,000 at
December 31, 2009 including $893,000 of loans past due over 90 days and still accruing and loans accounted for as troubled debt restructuring

of $753,000. The increase reflected ongoing economic pressures as the recession continues and affected more borrowers. All loans past due

over 90 days and still accruing are well-collateralized and are in the process of collection. Non-performing loans represent 0.94% of total loans

at March 31, 2010 compared to 0.84% at December 31, 2009. As noted in the Provision for Loan Losses section of this report, non-performing
loans are analyzed in management s evaluation of the allowance and provision for loan losses.
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Information summarizing non-performing assets, including non-accrual loans follows:

(Dollars in thousands)

Non-accrual loans

Troubled debt restructuring

Loans past due 90 days or more and still accruing

Non-performing loans

Foreclosed real estate
Other foreclosed property

Non-performing assets
Non-performing loans as a percentage of total loans

Non-performing assets as a percentage of total assets
Allowance for loan losses as a percentage of non-performing loans

March 31, 2010
9,546 $

3,574

362

13,482

2,549
60

16,091 $
0.94%

0.89%
162%

December 31, 2009
10,455
753
893
12,101

1,556
60

13,717
0.84%

0.77%
165%

The increase in non-performing assets is largely due to the increase in one troubled debt restructuring, as well as other real estate owned. The
addition of $2.8 million to troubled debt restructuring is confined to one borrower. Management believes it is in the best interest of the Bank to
grant the customer a below-market interest rate and allow the customer adequate time to sell the property securing the loan and repay the loan.
Because of the relatively low level of non-performing assets as compared to peers, Bancorp thus far has been able to approach loan workouts
and collateral sales in an orderly fashion to minimize losses. Should market conditions worsen and non-performing loans spike, this flexibility
may be reduced, and management may need to liquidate problem loans more rapidly, thus increasing the possibility of larger losses.

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

(in thousands)

Non-accrual loans by type

Commercial and industrial

Construction and development

Real estate mortgage - commercial investment
Real estate mortgage - owner occupied commercial
Real estate mortgage - 1-4 family residential
Home equity

Consumer

Total loans

37

March 31, 2010
338 $

3,921

2,015

1,719

715

774

64
9,546 $

December 31, 2009
321
4,246
2,024
2,122
1,256
453
33
10,455
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The decrease in non-accrual loans reflects charge-offs of certain non-accrual loans. Bancorp has four borrowers, all in our primary market, who
account for $6,062,000 or 64% of total non-accrual loans. Each of these loans is secured by commercial real estate, and at March 31, 2010 there
was a total specific allocation in the allowance for loan losses totaling $392,000, representing management s estimate of credit loss exposure.

Effects of Declines in Real Estate Collateral Values

Despite the fact that Bancorp s principal market, Louisville, has only experienced a 2.3% decline in home prices since 2008 (Source: Federal
Housing Finance Agency), further declines in collateral values, including commercial properties, may indirectly impact Bancorp s ability to
collect on certain real estate loans when borrowers are dependent on the values of the real estate as a source of cash flow. As borrowers
experience difficulty, Bancorp evaluates their cash flow as well as the collateral value to determine prospects for collection. On an individual
basis, loans are evaluated for changes in risk ratings, thereby affecting the provision and allowance for loan losses. Home equity loans are
typically underwritten with consideration of the borrower s overall financial strength, without reliance on the value of the collateral as a primary
repayment source. Bancorp requires updated appraisals on real estate at application. Additionally, Bancorp typically evaluates the collateral
condition and value upon classification as an impaired loan and upon foreclosure. Due to the above factors, the effects of declines in real estate
collateral value have been reflected in the allowance for loan losses.

c) Liquidity

The role of liquidity is to ensure that funds are available to meet depositors withdrawals and borrowers demands to fund credit commitments.
This is accomplished by balancing changes in demand for funds with changes in the supply of those funds. Liquidity is provided by short-term
liquid assets that can be converted to cash, investment securities available for sale, various lines of credit available to Bancorp, and the ability to
attract funds from external sources, principally deposits. Management has maintained a significantly higher liquidity position in 2009 and 2010,
which management considers prudent given the current operating environment. Management believes it has the ability to increase deposits at
any time by offering rates slightly higher than the market rate.

Bancorp s most liquid assets are comprised of available for sale marketable investment securities, and federal funds sold. Federal funds sold
totaled $49.2 million at March 31, 2010. These investments normally have overnight maturities and are used for general daily liquidity purposes.
The fair value of the available for sale investment portfolio was $202.5 million at March 31, 2010, and included an unrealized net gain of $4.6
million. The portfolio includes maturities of approximately $17.2 million over the next twelve months, which, combined with federal funds sold,
offer substantial resources to meet either new loan demand or reductions in Bancorp s deposit funding base. Bancorp pledges portions of its
investment securities portfolio to secure public fund deposits and securities sold under agreements to repurchase. At March 31, 2010, total
investment securities pledged for these purposes comprised 41% of the available for sale investment portfolio, leaving $119.7 million of
unpledged securities.

Bancorp has a large base of core customer deposits, defined as demand, savings, and money market deposit accounts. At March 31, 2010, such
deposits totaled $936.5 million and represented 65% of Bancorp s total deposits. Because these core deposits are less volatile and are often tied to
other products of Bancorp through long lasting relationships they do not put heavy pressure on liquidity. As of March 31, 2010, Bancorp had

only $25.4 million or 1.8% of total deposits, in brokered deposits, which are entirely comprised of Certificate of Deposit Account Registry
Service (CDARSs) deposits, a program which allows Bancorp to accept customer deposits in excess of FDIC limits through reciprocal agreements
with other network participating banks in order to offer FDIC insurance up to as much as $50 million in deposits.
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With regard to credit available to Bancorp, the Bank is a member of the Federal Home Loan Bank of Cincinnati ( FHLB ). As a member, the
Bank has access to credit products of the FHLB. As of March 31, 2010, the Bank s additional borrowing capacity with the FHLB was

approximately $155.0 million. Additionally, the Bank had federal funds purchased lines with correspondent banks totaling $115 million.

Bancorp s liquidity depends primarily on the dividends paid to it as the sole shareholder of the Bank. Bancorp had sufficient cash on hand from
its 2008 trust preferred securities offering that it was not necessary for the Bank to fund the first quarter cash dividend or the quarterly interest
payments on the trust preferred securities. At March 31, 2010, the Bank may pay up to $1.0 million in dividends to Bancorp without regulatory
approval subject to the ongoing capital requirements of the Bank. Prior to the declaration of dividends, management considers the effect such
payments will have on total stockholders equity and capital ratios.

d) Capital Resources

At March 31, 2010, stockholders equity totaled $157,336,000, an increase of $3,722,000 since December 31, 2009. See the Consolidated
Statement of Changes in Stockholders Equity for further detail of the change in equity since the end of 2009. Accumulated other comprehensive
income which, for Bancorp, consists of net unrealized gains and losses on securities available for sale and a minimum pension liability
adjustment, net of taxes, totaled $2,776,000 at March 31, 2010 and $2,199,000 at December 31, 2009. The change since year end is a reflection
of maturities within the portfolio and the effect of change in interest rates on the valuation of the Bank s portfolio of securities available for sale.
The unrealized pension liability is adjusted annually by reference to updated actuarial data.

Bank holding companies and their subsidiary banks are required by regulators to meet risk based capital standards. These standards, or ratios,
measure the relationship of capital to a combination of balance sheet and off-balance sheet risks. The values of both balance sheet and
off-balance sheet items are adjusted to reflect credit risks. To be categorized as well capitalized, the Bank must maintain a total risk-based
capital ratio of at least 10%; a Tier 1 ratio of at least 6%; and a leverage ratio of at least 5%.
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The following table sets forth Bancorp s and the Bank s risk based capital amounts and ratios as of March 31, 2010 and December 31, 2009.

Minimum For Minimum For Well
March 31, 2010 Actual Adequate Capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Total risk-based capital
)]
Consolidated $ 213,362 13.73% $ 124,319 8.00% $ NA NA
Bank 162,911 10.59% 123,068 8.00% 153,835 10.00%
Tier I risk-based capital
)]
Consolidated 183,878 11.83% 62,173 4.00% NA NA
Bank 133,628 8.69% 61,509 4.00% 92,263 6.00%
Leverage (2)
Consolidated $ 183,878 10.26% $ 53,765 3.00% NA NA
Bank 133,628 7.60% 52,748 3.00% $ 87,913 5.00%
Minimum For Minimum For Well
December 31, 2009 Actual Adequate Capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Total risk-based capital
@
Consolidated $ 210,064 13.55% $ 124,023 8.00% $ NA NA
Bank 157,535 10.23% 123,195 8.00% 153,993 10.00%
Tier I risk-based capital
@
Consolidated 180,734 11.66% 62,001 4.00% NA NA
Bank 128,245 8.33% 61,582 4.00% 92,373 6.00%
Leverage (2)
Consolidated $ 180,734 10.16% $ 53,366 3.00% NA NA
Bank 128,245 7.24% 53,140 3.00% $ 88,567 5.00%
(1) Ratio is computed in relation to risk-weighted assets.
2) Ratio is computed in relation to average assets.

NA Not applicable. Well capitalized is not defined for holding companies in regulatory framework.

The variance between the consolidated and the Bank s capital ratios is largely due to a special dividend of $25 million from the Bank to Bancorp
in December 2009 as part of a strategy to minimize state bank taxes. Bancorp is considering, and has received regulatory approval to issue
subordinated debt to the Bank in order to support the Bank s capital structure.
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The ratio of tangible common equity to total tangible assets, both non-GAAP measures, stood at 8.70% as of March 31, 2010, versus 8.54% at
December 31, 2009. Bancorp provides this ratio, in addition to those
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defined by banking regulators, because of its widespread use by investors as a means to evaluate the quality and adequacy of capital. See
Non-GAAP Financial Measures section below for a reconciliation of the calculation of this measure to amounts reported under GAAP.

e) Non-GAAP Financial Measures

In addition to capital ratios defined by banking regulators, Bancorp considers various ratios when evaluating capital adequacy, including tangible
common equity to tangible assets, and tangible common equity per share, all of which are non-GAAP measures. Bancorp believes these ratios
are important because of their widespread use by investors as means to evaluate capital adequacy, as they reflect the level of capital available to
withstand unexpected market conditions. Because GAAP does not include capital ratio measures, there are no GAAP financial measures
comparable to these ratios. The following table reconciles Bancorp s calculation of the measures to amounts reported under GAAP.

(in thousands, except per share data) March 31, 2010 December 31, 2009

Total equity (a) $ 157,336 $ 153,614
Less goodwill (682) (682)
Tangible common equity (c) $ 156,654 $ 152,932
Total assets (b) $ 1,801,977 1,791,479
Less goodwill (682) (682)
Total tangible assets (d) $ 1,801,295 $ 1,790,797
Total shareholders equity to total assets (a/b) 8.73% 8.57%
Tangible common equity ratio (c/d) 8.70% 8.54%
Number of outstanding shares (e) 13,683 13,607
Book value per share (a/e) $ 1150 $ 11.29
Tangible common equity per share (c/e) 11.45 11.24
D Recently Issued Accounting Pronouncements

In January 2010, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2010-06, Fair Value
Measurements and Disclosures Improving Disclosures about Fair Value Measurements. The update requires new disclosures including
significant transfers in and out of Level 1 and Level 2 fair value measurements. Also, the ASU provides an update on the reconciliation for fair
value measurements using significant unobservable inputs (Level 3). The new guidance is effective for interim and annual periods beginning

after December 15, 2009, except for the update on the reconciliation of Level 3 fair value measurements, which is effective for fiscal years
beginning after December 15, 2010. The portion that is currently effective did not have an impact on Bancorp s consolidated financial statements.
The portion that is not yet effective is also not expected to have an impact on Bancorp s financial statements.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk

Information required by this item is included in Item 2, Management s Discussion and Analysis of Financial Condition and Results of
Operations.

Item4. Controls and Procedures

Bancorp maintains disclosure controls and procedures designed to ensure that it is able to collect the information it is required to disclose in
reports it files with the Securities and Exchange Commission ( SEC ), and to record, process, summarize and report this information within the
time periods specified in the rules and forms of the SEC. Based on their evaluation of Bancorp s disclosure controls and procedures as of the end
of the quarterly period covered by this report, the Chief Executive and Chief Financial Officers believe that these controls and procedures are
effective to ensure that Bancorp is able to collect, process and disclose the information it is required to disclose in reports it files with the SEC
within the required time periods.

Based on the evaluation of Bancorp s disclosure controls and procedures by the Chief Executive and Chief Financial Officers, there were no
significant changes during the quarter ended March 31, 2010 in Bancorp s internal control over financial reporting that has materially affected, or
is reasonably likely to materially affect, Bancorp s internal control over financial reporting.

PARTII OTHER INFORMATION

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table shows information relating to the repurchase of shares of common stock by Bancorp during the three months ended
March 31, 2010.

Total number of Maximum Number of
Total number of Shares Purchased as Shares that May Yet Be
Shares Average price Part of Publicly Purchased Under the
Purchased (1) Paid Per Share Announced Plan (2) Plan
January 1 - January 31 954 $ 21.06
February 1 - February 28 3,729 21.31
March 1 - March 31
Total 4,683 §$ 21.26
1) First quarter 2010 activity represents shares surrendered by officers, the fair value of which equaled the exercise price of stock

options, and shares of stock withheld to pay taxes due upon vesting of restricted stock. This activity has no impact on the number of shares that
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may be purchased under a Board-approved plan.

2) The Board of Directors of S.Y. Bancorp Inc. first approved a share buyback plan in 1999, and in February 2005, July 2007, and
November 2007 expanded the plan to allow for the repurchase of additional shares. The stock repurchase program expired in November 2008,
and has not been renewed.
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Item 6. Exhibits

The following exhibits are filed or furnished as a part of this report:

Exhibit
number Description of exhibit
31.1 Certifications pursuant to Section 302 of the Sarbanes-Oxley Act by David P. Heintzman
31.2 Certifications pursuant to Section 302 of the Sarbanes-Oxley Act by Nancy B. Davis
32 Certifications pursuant to 18 U.S.C. Section 1350
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned thereunto duly authorized.

Date: May 6, 2010

Date: May 6, 2010

S.Y. BANCORP, INC.

By:

By:
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/s/ David P. Heintzman
David P. Heintzman, Chairman
and Chief Executive Officer

/s/ Nancy B. Davis
Nancy B. Davis, Executive Vice President,
Treasurer and Chief Financial Officer

75



