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Forward-Looking Statements

Certain matters discussed in this Quarterly Report may constitute forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended (the “1933 Act”) and Section 21E of the Securities Exchange Act
of 1934, as amended (the “Exchange Act”), and as such, may involve risks and uncertainties. These forward-looking
statements relate to, among other things, expectations of the environment in which the Company operates and
projections of future performance including future earnings and financial condition. The Company’s actual results,
performance, or achievements may differ significantly from the results, performance, or achievements expected or

implied in such forward-looking statements. Such risk and uncertainties and other factors include, but are not limited
to, adverse developments or conditions related to or arising from:

e our ability to integrate the former United Commercial Bank (“UCB”) operations and to achieve expected synergies,
operating efficiencies or other benefits within expected time frames, or at all, or within expected cost projections;
e our ability to integrate and retain former depositors and borrowers of United Commercial Bank;

e our ability to manage the loan portfolio acquired from United Commercial Bank within the limits of the loss
protection provided by the Federal Deposit Insurance Corporation (“FDIC”);

e changes in our borrowers’ performance on loans;

e changes in the commercial and consumer real estate markets;
e changes in our costs of operation, compliance and expansion;
e changes in the economy, including inflation;

e changes in government interest rate policies;

e changes in laws or the regulatory environment;
¢ changes in critical accounting policies and judgments;

e changes in accounting policies or procedures as may be required by the Financial Accounting Standards Board or
other regulatory agencies;

¢ changes in the equity and debt securities markets;
e changes in competitive pressures on financial institutions;
e effect of additional provision for loan losses;
e effect of any goodwill impairment;
e fluctuations of our stock price;

e success and timing of our business strategies;
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® impact of reputational risk created by these developments on such matters as business generation and retention,
funding and liquidity;

e changes in our ability to receive dividends from our subsidiaries; and

e political developments, wars or other hostilities may disrupt or increase volatility in securities or otherwise affect
economic conditions.
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For a more detailed discussion of some of the factors that might cause such differences, see the Company’s 2009 Form
10-K under the heading “ITEM 1A. RISK FACTORS” and the information set forth under “RISK FACTORS” in this
Form 10-Q. The Company does not undertake, and specifically disclaims any obligation to update any
forward-looking statements to reflect the occurrence of events or circumstances after the date of such statements
except as required by law.
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PART I - FINANCIAL INFORMATION
EAST WEST BANCORP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)
(Unaudited)

March 31,
2010

ASSETS
Cash and cash equivalents $1,180,735
Short-term investments 457,184
Securities purchased under resale agreements 380,000
Investment securities available for sale, at fair value (with amortized cost of $2,187,882
at

March 31, 2010 and $2,563,043 at December 31, 2009) 2,191,527
Loans held for sale, at fair value 17,540
Loans receivable, excluding covered loans (net of allowance for loan losses of
$250,517 at

March 31, 2010 and $238,833 at December 31, 2009) 8,233,268
Covered loans 5,220,721
Total loans receivable, net 13,453,989
FDIC indemnification asset 980,950
Other real estate owned, net 6,907
Other real estate owned covered, net 78,354
Total other real estate owned 85,261
Accrued interest receivable 78,659
Due from customer acceptances 51,411
Investment in affordable housing partnerships 101,837
Premises and equipment 135,168
Premiums on deposits acquired, net 86,351
Goodwill 337,438
Other assets 761,126
TOTAL

LIABILITIES AND STOCKHOLDERS' EQUITY
Customer deposit accounts:

Noninterest-bearing $2,289,933
Interest-bearing 12,316,769
Total deposits 14,606,702
Federal Home Loan Bank advances 1,769,452
Securities sold under repurchase agreements 1,032,511
Notes payable and other borrowings 65,262
Bank acceptances outstanding 51,411
Long-term debt 235,570

December
31,
2009

$835,141
510,788
227,444

2,564,081
28,014

8,218,671
5,598,155
13,816,826

1,091,814

13,832
44,273
58,105

82,370
40,550
84,833
59,099
89,735
337,438
732,974

$20,299,176  $20,559,212

$2,291,259
12,696,354
14,987,613
1,805,387
1,026,870
74,406
40,550
235,570
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Accrued interest payable, accrued expenses and other liabilities 232,479 104,157
Total liabilities 17,993,387 18,274,553
COMMITMENTS AND CONTINGENCIES (Note 9)
STOCKHOLDERS' EQUITY
Preferred stock, $0.001 par value, 5,000,000 shares authorized; Series A,
non-cumulative

convertible, 200,000 shares issued and 85,741 shares outstanding in 2010 and 20009;

Series B, camulative, 306,546 shares issued and outstanding in 2010 and 2009; Series
C,

cumulative convertible, 335,047 issued and outstanding in 2009. 369,095 693,803
Common stock, $0.001 par value, 200,000,000 shares authorized; 154,811,496 and
116,754,403

shares issued in 2010 and 2009, respectively; 147,907,806 and 109,962,965 shares

outstanding in 2010 and 2009, respectively. 155 117
Additional paid in capital 1,418,648 1,091,047
Retained earnings 621,896 604,223
Treasury stock, at cost - 6,903,690 shares in 2010 and 6,791,438 shares in 2009 (106,088 ) (105,130 )
Accumulated other comprehensive income, net of tax 2,083 599
Total stockholders' equity 2,305,789 2,284,659
TOTAL $20,299,176  $20,559,212

See accompanying notes to condensed consolidated financial statements.




Edgar Filing: EAST WEST BANCORP INC - Form 10-Q

EAST WEST BANCORP, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)
(Unaudited)

INTEREST AND DIVIDEND INCOME
Loans receivable, including fees

Investment securities

Securities purchased under resale agreements
Short-term investments

Investment in Federal Reserve Bank stock
Investment in Federal Home Loan Bank stock
Total interest and dividend income

INTEREST EXPENSE

Customer deposit accounts

Securities sold under repurchase agreements
Federal Home Loan Bank advances
Long-term debt

Other borrowings

Total interest expense

Net interest income before provision for loan losses
Provision for loan losses
Net interest income after provision for loan losses

NONINTEREST (LOSS) INCOME
Decrease in FDIC indemnification asset and receivable

Impairment loss on investment securities
Less: non-credit related impairment loss recorded in other comprehensive income
Net impairment loss on investment securities recognized in earnings

Net gain on sale of investment securities

Branch fees

Gain on acquisition of United Commercial Bank
Letters of credit fees and commissions
Ancillary loan fees

Income from life insurance policies

Net gain on sale of loans

Other operating income

Total noninterest (loss) income

NONINTEREST EXPENSE
Compensation and employee benefits
Other real estate owned expense

Three Months Ended
March 31,
2010 2009
$287,944 $110,816
20,176 29,375
6,263 1,250
3,541 2,976
657 506
122 -
318,703 144,923
33,448 37,073
12,541 11,872
9,005 13,877
1,547 2,417
438 3
56,979 65,242
261,724 79,681
76,421 78,000
185,303 1,681
(43,572 -
(4,799 (13,380
- 13,180
(4,799 (200
16,111 3,521
8,758 4,793
8,095 -
2,740 1,854
1,689 2,229
1,105 1,083
- 8
1,422 506
(8,451 13,794
50,779 17,108
18,012 7,031
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Occupancy and equipment expense 11,944
Deposit insurance premiums and regulatory assessments 11,581
Prepayment penalty for FHLB advances 9,932
Amortization of premiums on deposits acquired 3,384
Amortization of investments in affordable housing partnerships 3,037
Loan related expenses 2,997
Legal expense 2,907
Data processing 2,482
Consulting expense 2,141
Deposit-related expenses 1,009
Other operating expenses 18,705
Total noninterest expense 138,910
INCOME (LOSS) BEFORE PROVISION (BENEFIT) FOR INCOME TAXES 37,942
PROVISION (BENEFIT) FOR INCOME TAXES 13,026
NET INCOME (LOSS) 24916
PREFERRED STOCK DIVIDENDS AND AMORTIZATION OF

PREFERRED STOCK DISCOUNT 6,138
NET INCOME (LOSS) AVAILABLE TO COMMON STOCKHOLDERS $18,778
EARNINGS (LOSS) PER SHARE AVAILABLE TO COMMON STOCKHOLDERS
BASIC $0.17
DILUTED $0.13
DIVIDENDS DECLARED PER COMMON SHARE $0.01

WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDING
BASIC 109,961
DILUTED 146,865

See accompanying notes to condensed consolidated financial statements.

7,391
3,325

1,125
1,760
1,435
1,778
1,142
448
901
7,962
51,406

(35,931
(13,465
(22,466

8,743
$(31,209

$(0.50
$(0.50
$0.02

62,998
62,998

10
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EAST WEST BANCORP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY AND
COMPREHENSIVE INCOME
(In thousands, except share data)

Additional

Paid In
Capital

(Unaudited)

Additional

Preferre®referred Common Paid In

Stock  Stock

BALANCE,
DECEMBER 31,
2008 $-
Cumulative effect
adjustment for

reclassification
of the previously
recognized

noncredit-related
impairment
loss on

investment
securities
BALANCE,
JANUARY 1,
2009
Comprehensive
loss
Net loss
Net unrealized
gain on investment
securities

available-for-sale
Noncredit-related
impairment loss
on

investment
securities recorded
in the

current year
Total
comprehensive
loss
Stock
compensation
costs

$472,311

472,311

Stock

Capital

$70 $695,521

70

695,521

1,428

Earnings

Other

Accumulated

Comprehensive
Retained  Treasury

Total

Loss, Comprehensitockholders'

Net of
Tax

$572,172  $(102,817) $(86,491)

8,110

580,282

(22,466 )

(8,110 )

(94,601)

22,175

(7,644 )

Income
(Loss)

$(22,466)

22,175

(7,644 )

$(7,935 )

Equity

$1,550,766

1,550,766

(22,466 )

22,175

(7,644 )

1,428

11
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Tax benefit from
stock plans (403
Preferred stock
issuance cost 41 )
Issuance of
290,296 shares
pursuant to
various
stock plans and
agreements 15
Cancellation of
24,134 shares due
to forfeitures
of issued
restricted stock 577
Purchase of 8,882
shares of treasury
stock due
to the vesting of
restricted stock
Amortization of Series
B preferred stock
discount 1,070
Preferred stock
dividends
Common stock
dividends
BALANCE,

MARCH 31,2009 $- $473,340 $70 $697,138

BALANCE,
JANUARY 1,
2010 $
Comprehensive
income
Net income
Net unrealized
gain on investment
securities

available-for-sale
Noncredit-related
impairment loss
on

investment
securities recorded
in the

current year
Total
comprehensive
income

$693,803

1,565

(577 )
(35 )
(1,070 )
(7,673 )
(929 )

$548,144 $(103,429) $(80,070)

$117 $1,091,047 $604,223 $(105,130) $599

24,916

1,484

$24,916

1,484

$26,400

(403 )
(41 )
15

(35 )
(7.673 )
929 )
$1,535,193
$2,284,659
24,916
1,484
1,565

12
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Stock
compensation
costs
Tax benefit from
stock plans (341 ) (341 )
Issuance of
953,359 shares
pursuant to
various
stock plans and
agreements 1 576 577
Conversion of
335,047 shares of
Series C
Preferred Stock
into 37,103,734
shares of
common stock (325,299) 37 325,262 -
Cancellation of
89,795 shares due
to forfeitures
of issued
restricted stock 539 (539 ) -
Purchase of
22,457 shares of
treasury stock due
to the vesting of
restricted stock 419 ) 419 )
Amortization of Series
B preferred stock

discount 591 591 ) -
Preferred stock
dividends (5,547 ) 5,547 )
Common stock
dividends (1,105 ) (1,105 )
BALANCE,
MARCH 31,2010 $- $369,095 $155 $1,418,648 $621,896 $(106,088) $2,083 $2,305,789
Three Months Ended
March 31,
2010 2009

(In thousands)
Disclosure of
reclassification
amounts:
Unrealized holding gain on securities arising during the period, net of tax
expense of $5,826 in 2010 and $17,453 in 2009 $8,045  $24,101
Less: Reclassification adjustment for gain included in net income (loss), net of
tax expense of $4,751 in 2010 and $1,395 in 2009 (6,561 ) (1,926 )
Net unrealized (loss) gain on securities, net of tax
expense of $1,075 in 2010 and $16,058 in 2009 $1,484  $22,175

13
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See accompanying notes to condensed consolidated financial statements.

14
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EAST WEST BANCORP, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)

24,916

Adjustments to reconcile net income (loss) to net cash provided by operating activities:

Depreciation and amortization
Accretion of discount and premium
Decrease in FDIC indemnification asset and

receivable
Gain related to the fair value of investments from the
acquisition of United

Commercial Bank
Impairment writedown on investment securities
available-for-sale
Stock compensation costs
Deferred tax benefit
Provision for loan losses
Impairment on other real estate owned
Net gain on sales of investment securities, loans and
other assets
Originations of loans held for sale
Proceeds from sale of loans held for sale
FHLB advance prepayment penalty
Tax benefit from stock plans
Net change in accrued interest receivable and other
assets
Net change in accrued expenses and other liabilities
Total adjustments
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net decrease in loans

Net decrease (increase) in short-term investments
Purchases of:

Securities purchased under resale agreements
Investment securities held-to-maturity
Investment securities available-for-sale

Loans receivable

Federal Reserve Bank stock

Investments in affordable housing partnerships
Premises and equipment

Proceeds from sale of:

Investment securities

Securities purchased under resale agreements
Loans receivable

16,077
(96,692

43,572

(8,095

4,799
1,447
(2,874
76,421
13,294

(16,052
(6,382
13,695
9,932
(341

44,994

142,509
236,304
261,220

458,384
53,604

(300,000

(712,031
(179,386
(10,500
(539
(79,872

615,843
150,000
24,478

~— N N N

Three Months Ended March 31,

2009

$ (22,466 )
5,807
200
1,428
(2,033 )
78,000
3,184
(600 )
(12,078 )
12,111
(403 )
(1,407 )
(22,022 )
62,187
39,721
100,111
(100,847 )
(466,018 )
(867,221 )
4,511 )
9,196 )
(194 )
185,775
9,396

15
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Other real estate owned

Premises and equipment

Repayments, maturity and redemption of investment
securities available-for-sale

Dividends/redemption of Federal Home Loan Bank
stock

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Net (payment for) proceeds from:

Deposits

Short-term borrowings

Proceeds from:

Issuance of short-term borrowings

Issuance of long-term borrowings

Issuance of common stock pursuant to various stock
plans and agreements

Payment for:

Repayment of long-term borrowings

Repayment of notes payable and other borrowings
Repurchase of treasury shares

Issuance and conversion costs of preferred stock &
common stock

Cash dividends on preferred stock

Cash dividends on common stock

Tax benefit from stock plans

Net cash (used in) provided by financing activities

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING
OF PERIOD

CASH AND CASH EQUIVALENTS, END OF
PERIOD

SUPPLEMENTAL CASH FLOW INFORMATION:
Cash paid during the period for:

Interest

Income tax (refunds) payments

Noncash investing and financing activities:
Transfers to real estate owned/affordable housing
partnership

Conversion of preferred stock to common stock

See accompanying notes to condensed consolidated financial statements.

31,195
28

482,270

93
533,567

(380,911
(14,643

5,641
350,000

695
(389,064

(14,181
(419

(5,547
(1,105
341
(449,193
345,594
835,141

1,180,735

54,396
(1,946

76,552
325,299

9,799
610,984

(531,922 )

312,100
(28,369 )

15

(119,999 )
(1,909 )
(35 )
(41 )
(6,822 )
929 )
403

154,414
(337,787 )
878,853

541,066

71,370
50

30,561

16
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EAST WEST BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
For Three Months Ended March 31, 2010 and 2009
(Unaudited)

1. BASIS OF PRESENTATION

The condensed consolidated financial statements include the accounts of East West Bancorp, Inc. (referred to herein

on an unconsolidated basis as “East West” and on a consolidated basis as the “Company”) and its wholly-owned
subsidiaries, East West Bank and subsidiaries (the “Bank”) and East West Insurance Services, Inc. Intercompany
transactions and accounts have been eliminated in consolidation. East West also has nine wholly-owned subsidiaries
that are statutory business trusts (the “Trusts”). In accordance with Financial Accounting Standards Board Accounting
Standards Codification (“ASC”) 810, (previously FASB Interpretation No. 46(R), Consolidation of Variable Interest
Entities, and Statement of Financial Accounting Standards No. 167, Amendments to FASB Interpretation No. 46(R)),

the Trusts are not consolidated into the accounts of East West Bancorp, Inc.

The interim condensed consolidated financial statements, presented in accordance with accounting principles
generally accepted in the United States of America (“GAAP”), are unaudited and reflect all adjustments which, in the
opinion of management, are necessary for a fair statement of financial condition and results of operations for the
interim periods. All adjustments are of a normal and recurring nature. Results for the three months ended March 31,
2010 are not necessarily indicative of results that may be expected for any other interim period or for the year as a
whole. Certain information and note disclosures normally included in annual financial statements prepared in
accordance with GAAP have been condensed or omitted. Events subsequent to the condensed consolidated balance
sheet date have been evaluated through the date the financial statements are issued for inclusion in the accompanying
financial statements. The unaudited condensed consolidated financial statements should be read in conjunction with
the audited consolidated financial statements and notes included in the Company’s Annual Report on Form 10-K for
the year ended December 31, 2009.

Certain prior year balances have been reclassified to conform to current year presentation.
2. SIGNIFICANT ACCOUNTING POLICIES
Recent Accounting Standards

In June 2009, the FASB issued ASC 860 (previously SFAS No. 166, Accounting for Transfers of Financial Assets,
which amends Statement 140, Accounting for Transfers and Servicing of Financial Assets and Extinguishments of
Liabilities), which requires more information about transfers of financial assets, including securitization transactions,
and where companies have continuing exposure to the risks related to transferred financial assets. It eliminates the
concept of a “qualifying special-purpose entity,” changes the requirements for derecognizing financial assets, and
requires additional disclosures. It was effective for the Company on January 1, 2010. The adoption of this guidance
did not have a material impact to the Company’s condensed consolidated financial statements.

In June 2009, the FASB issued ASC 810 (previously SFAS No. 167, Amendments to FASB Interpretation No. 46(R)),
which is a revision to FASB Interpretation No. 46(R), Consolidation of Variable Interest Entities, and changes how a
company determines when an entity that is insufficiently capitalized or is not controlled through voting (or similar
rights) should be consolidated. The determination of whether a company is required to consolidate an entity is based
on, among other things, an entity’s purpose and design and a company’s ability to direct the activities of the entity that
most significantly impact the entity’s economic performance. It was effective for the Company on January 1,

17
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2010. The adoption of this guidance does not have a material effect on its financial condition, results of operations, or
cash flows.

In January 2010, the FASB issued ASU 2010-06, Improving Disclosures about Fair Value Measurements. ASU
2010-06 requires separate disclosure of the amounts of significant transfers in and out of Level 1 and Level 2 fair
value measurements and reasons for the transfers and separate presentation of information about purchases, sales,
issuances, and settlements in the reconciliation for Level 3 fair value measurements. Additionally, ASU 2010-06
clarifies existing disclosures regarding level of disaggregation and inputs and valuation techniques. The new
disclosures and clarifications of existing disclosures under ASU 2010-06 are effective for interim and annual reporting
periods beginning after December 15, 2009, except for the disclosures about purchases, sales, issuances, and
settlements in the roll forward of activity in Level 3 fair value measurements. Those disclosures are effective for fiscal
years ending after December 15, 2010 and for interim periods within those fiscal years. The Company adopted the
disclosure requirements of significant transfers in and out of Level 1 and Level 2 fair value measurements (see Note
3). The Company does not expect the adoption of the disclosure requirements to have a material effect on its financial
condition, results of operations, or cash flows.

3. FAIR VALUE

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. In determining fair value, the Company uses various
methods including market and income approaches. Based on these approaches, the Company utilizes certain
assumptions that market participants would use in pricing the asset or liability. These inputs can be readily observable,
market corroborated, or generally unobservable inputs. The Company utilizes valuation techniques that maximize the
use of observable inputs and minimize the use of unobservable inputs. Based on the observability of the inputs used in
the valuation techniques, the Company is required to provide the information according to the fair value hierarchy
noted below. The hierarchy is based on the quality and reliability of the information used to determine fair values. The
hierarchy gives the highest priority to quoted prices available in active markets and the lowest priority to data lacking
transparency. Financial assets and liabilities carried at fair value will be classified and disclosed in one of the
following three categories:

e Level 1 — Quoted prices for identical instruments that are highly liquid, observable and actively traded in
over-the-counter markets. Level 1 financial instruments typically include U.S. Treasury securities.

e Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments
in markets that are not active; and model-derived valuations whose inputs are observable and can be corroborated
by market data. Level 2 financial instruments typically include U.S. Government debt and agency mortgage-backed
securities, municipal securities, U.S. Government sponsored enterprise preferred stock securities, single issue trust
preferred securities, equity swap agreements, and OREO.

e Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the fair
value of the assets or liabilities. Level 3 assets and liabilities include financial instruments whose value is
determined using pricing models, discounted cash flow methodologies, or similar techniques, as well as instruments
for which the determination of fair value requires significant management judgment or estimation. This category
typically includes mortgage servicing assets, impaired loans, private label mortgage-backed securities, pooled trust
preferred securities, and derivatives payable.

In determining the appropriate hierarchy levels, the Company performs a detailed analysis of assets and liabilities that
are subject to fair value disclosure. The following tables present both financial

19
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and non-financial assets and liabilities that are measured at fair value on a recurring and non-recurring basis. These
assets and liabilities are reported on the condensed consolidated balance sheets at their fair values as of March 31,
2010 and December 31, 2009. Financial assets and liabilities are classified in their entirety based on the lowest level
of input that is significant to their fair value measurement. There were no transfers in and out of Levels 1 and 2 during
the first quarter of 2010, also there were no transfers in and out of levels 1 and 3 or levels 2 and 3.

Assets (Liabilities) Measured at Fair Value on a
Recurring Basis as of March 31, 2010

Quoted
Prices in
Active Significant
Fair Value = Markets for Other Significant
Measurements Identical Observable Unobservable
March 31, Assets Inputs Inputs
2010 (Level 1) (Level 2) (Level 3)

(In thousands)
Investment securities available-for-sale

U.S. Treasury securities $53,952 $53,952 $- $ -
U.S. Government agency and U.S. Government
sponsored enterprise debt securities 1,066,441 - 1,066,441 -

U.S. Government agency and U.S. Government
sponsored enterprise mortgage-backed securities:

Commercial mortgage-backed securities 26,101 - 26,101 -
Residential mortgage-backed securities 678,327 - 678,327 -
Municipal securities 5,523 - 5,523 -
Other residential mortgage-backed securities,

non-investment grade 12,203 - - 12,203
Corporate debt securities:
Investment grade 317,044 - 315,604 1,440
Non-investment grade 25,603 - 23,506 2,097
U.S. Government sponsored enterprise equity securities 1,828 - 1,828 -
Other securities 4,505 4,505 - -
Total investment securities available-for-sale $2,191,527 $58,457 $2,117,330 $ 15,740
Equity swap agreements $5,951 $- $5,951 $ -
Derivatives payable (5,955 ) - - (5,955 )
FX option 1,841 - 1,841 -
11
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Assets (Liabilities) Measured at Fair Value on a
Recurring Basis as of December 31, 2009

Fair Value
Measurements
December
31,2009
Investment securities available-for-sale
U.S. Treasury securities $303,472
U.S. Government agency and U.S. Government
sponsored enterprise debt securities 832,025
U.S. Government agency and U.S. Government
sponsored enterprise mortgage-backed securities:
Commercial mortgage-backed securities 26,355
Residential mortgage-backed securities 724,348
Municipal securities 60,193
Other residential mortgage-backed securities:
Investment grade 95,517
Non-investment grade 41,610
Corporate debt securities:
Investment grade 460,895
Non-investment grade 8,861
U.S. Government sponsored enterprise equity securities 1,782
Other securities 9,023
Total investment securities available-for-sale $2,564,081
Equity swap agreements $14,177
Derivatives payable (14,185

Quoted
Prices in
Active Significant
Markets for Other
Identical Observable
Assets Inputs
(Level 1) (Level 2)
(In thousands)
$303,472 $-
- 832,025
- 26,355
- 724,348
- 60,193
- 95,517
- 28,872
- 459,917
- 6,906
- 1,782
9,023 -
$312,495 $2,235915
$- $14,177

Significant

Unobservable

$

$

Inputs
(Level 3)

978
1,955

15,671

(14,185 )

Assets Measured at Fair Value on a Non-Recurring Basis for the Three
Months Ended March 31, 2010

Quoted
Prices in
Active
Markets
Fair Value for
Measurements Identical
March 31, Assets
2010 (Level 1)
Mortgage servicing assets
(single and multi family,
commercial) $12,154 $-

Non-covered impaired loans:

Significant
Other Significant
Observable Unobservable
Inputs Inputs
(Level 2) (Level 3)
(In thousands)
$- $ 12,154

Total Gains
(Losses)

$(34 )
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Residential single family

Residential multifamily

Commercial and industrial real
estate, land

Construction

Commercial business

Trade finance

Other consumer

Total non-covered impaired loans

Non-covered OREO

12

3,428
9,259

55,187
6,666
11,310
379
167
86,396

6,907

3,428
9,259

55,187
6,666
11,310
379
167
86,396

(1,858
(4,459

(19,130
(1,921
(6,486
(126
(82
(34,062

(2,247

~—

~— N O
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Mortgage servicing assets
(single and multi family,
commercial)

Non-covered impaired loans:

Residential single family

Residential multifamily

Commercial and industrial real
estate, land

Construction

Commercial business

Trade finance

Other consumer

Total non-covered impaired loans

Non-covered OREO

Assets Measured at Fair Value on a Non-Recurring Basis for the Three
Months Ended March 31, 2009

Fair Value
Measurements
March 31,
2009

$16,664

3,765
1,060

55,410
36,842
16,831
177

250
114,335

11,333

Quoted
Prices in
Active
Markets
for
Identical
Assets
(Level 1)

Significant
Other Significant
Observable Unobservable
Inputs Inputs Total Gains
(Level 2) (Level 3) (Losses)
(In thousands)
$- $ 16,664 $766
- 3,765 (1,035
- 1,060 (116
- 55,410 (3,940
= 36,842 (5,548
- 16,831 (18,119
- 177 (262
- 250 (15
- 114,335 (34,035
11,333 - (2,738

N g N

)

At each reporting period, all assets and liabilities for which the fair value measurement is based on significant
unobservable inputs are classified as Level 3. The following tables provide a reconciliation of the beginning and
ending balances for available-for-sale investment securities by major security type and for major asset and liability
categories measured at fair value using significant unobservable inputs (Level 3) for the three months ended March

31, 2010 and 2009:

Beginning balance, January 1, 2010
Total gains or (losses): (1)

Included in earnings

Included in other comprehensive loss
(unrealized) (2)

Investment Securities Available-for-Sale

Other
Residential
Mortgage-Backed
Securities,
Non-Investment
Total Grade
$15,671 $ 12,738
4,750 ) -
4,735 (535

Corporate Debt Securities

Investment Non-Investment Derivatives

Grade Grade Payable
(In thousands)
$978 $ 1,955 $(14,185
3 (4,753 ) @
465 4,805 -

)
)
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Purchases, issuances, sales, settlements

3) 84
Transfers in and/or out of Level 3 (4) -
Ending balance, March 31, 2010 $15,740

Changes in unrealized losses included in

earnings relating to

assets and liabilities still held at March

31,2010 $(4,799

13

$ 12,203

) $ -

(§

$1,440

90

$ 2,097

$ (4,799

8,233

$(5,955 )

) $3
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Investment Securities Available-for-Sale

Other Residential
Mortgage-Backed
Securities

Investment Non-Investment Investment Non-Investment

Total Grade Grade

Beginning
balance, January
1, 2009

Total gains or
(losses): (1)
Included in
earnings
Included in other
comprehensive
loss (unrealized)
(2

Purchases,
1ssuances, sales,
settlements (3)
Transfers in
and/or out of
Level 3 (4) - - -
Ending balance,
March 31, 2009

$624,351  $527,109 $ 10,216

2,903 168 1

22,452 30,240 1,108

(14,697 ) (10,997 )

$635,009  $546,520 $ 11,325
Changes in unrealized losses

included in earnings relating

to

assets and
liabilities still
held at March 31,
2009 $(200

) $- $ -

Corporate Debt Securities

Grade
(In thousands)

Grade

$1,294 $ 35,670

4 (198

20 (14,794

12 ) 1,252

$1,306 $ 21,930

$- $ (200

Residual
Securities

Derivatives
Payable

$50,062 $(14,142 )

) 2,928

2,633

) 5,878 -

4,940 ) -

$53,928 $(11,509 )

) $- $(2,633 )

(1) Total gains or losses represent the total realized and unrealized gains and losses recorded for Level 3 assets and
liabilities. Realized gains or losses are reported in the condensed consolidated statements of operations.

(2) Unrealized gains or losses as well as the noncredit portion of OTTI on investment securities are reported in
accumulated other comprehensive loss, net of tax, in the condensed consolidated statements of changes in

stockholders’ equity and comprehensive income.

(3) Purchases, issuances, sales and settlements represent Level 3 assets and liabilities that were either purchased,
issued, sold, or settled during the period. The amounts are recorded at their end of period fair values.

(4) Transfers in and/or out represent existing assets and liabilities that were either previously categorized as a higher
level and the inputs to the model became unobservable or assets and liabilities that were previously classified as
Level 3 and the lowest significant input became observable during the period. These assets and liabilities are

recorded at their end of period fair values.

Valuation Methodologies
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Investment Securities Available-for-Sale — The fair values of available-for-sale investment securities are generally
determined by reference to the average of at least two quoted market prices obtained from independent external
brokers or prices obtained from independent external pricing service providers who have experience in valuing these
securities. In obtaining such valuation information from third parties, the Company has reviewed the methodologies
used to develop the resulting fair values.

The Company’s Level 3 available-for-sale securities include one private-label mortgage-backed security and four
pooled trust preferred securities. The fair values of these investment securities represent less than 1% of the total

available-for-sale investment securities. The fair values of the private-label mortgage-backed security and pooled trust

preferred securities have traditionally been based on the average of at least two quoted market prices obtained from

independent external brokers since broker quotes in an active market are given the highest priority. However, as a

result of the global financial crisis and illiquidity in the U.S. markets, the market for these securities has been inactive

since mid-2007. It is the Company’s view that current broker prices (which are typically non-binding) on the
private-label mortgage-backed security and certain pooled trust preferred securities are based on forced liquidation or

distressed sale values in very inactive markets that are not representative of the fair value of these securities. As such,

the Company considered what weight, if any, to place on transactions that are not orderly when estimating fair value.

For the private-label mortgage-backed security, the Company determined fair value by using the appropriate
combination of the market approach reflecting current broker prices and a discounted cash flow approach. The values
resulting from each approach (i.e. market and income approaches) were weighted to derive the final fair value on the
private-label mortgage-backed security. For the pooled trust preferred securities, the fair value was derived based on
discounted cash flow analyses (the income method) prepared by management. In order to determine the appropriate
discount rate used in calculating fair values derived from the income method for the private-label mortgage-backed
security and pooled trust preferred securities, the Company has made assumptions using an exit pricing approach
related to the implied rate of return which have been adjusted for general changes in market rates, estimated changes
in credit quality and liquidity risk premium, specific non-performance and default experience in

14
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the collateral underlying the securities. The losses recorded in the period are recognized in noninterest income.

Equity Swap Agreements—The Company has entered into several equity swap agreements with a major investment
brokerage firm to hedge against market fluctuations in a promotional equity index certificate of deposit product
offered to bank customers. This deposit product, which has a term of 5 years or 51/2 years, pays interest based on the
performance of the Hang Seng China Enterprises Index (“HSCEI”). The fair value of these equity swap agreements is
based on the income approach. The fair value is based on the change in the value of the HSCEI and the volatility of
the call option over the life of the individual swap agreement. The option value is derived based on the volatility, the
interest rate and the time remaining to maturity of the call option. The Company’s consideration of its counterparty’s
credit risk resulted in a $6 thousand adjustment to the valuation of the equity swap agreements for the quarter ended
March 31, 2010. The valuation of equity swap agreements falls within Level 2 of the fair value hierarchy due to the
observable nature of the inputs used in deriving the fair value of these derivative contracts. The fair value of the
derivative contracts is provided by a third party which the Company places reliance on.

Derivatives Payable—The Company’s derivatives payable are recorded in conjunction with the certificate of deposits
(“host instrument”) that pays interest based on changes in the HSCEI and are included in interest-bearing deposits on the
condensed consolidated balance sheets. The fair value of these embedded derivatives is based on the income approach.
The Company’s consideration of its own credit risk resulted in a $2 thousand adjustment to the valuation of the
derivative liabilities for the quarter ended March 31, 2010. The valuation of the derivatives payable falls within
Level 3 of the fair value hierarchy since the significant inputs used in deriving the fair value of these derivative
contracts are not directly observable.

FX Option—The Company has entered into a foreign exchange option contract with a major investment firm. The
settlement amount is determined based upon the performance of the Renminbi (“RMB”) relative to the US Dollar (“USD”)
over the 5-year term of the contract. The performance amount is computed based on the average quarterly value of the
RMB per the USD as compared to the initial value. The fair value of the derivative contract is provided by a third
party and is determined based on the change in the RMB and the volatility of the option over the life of the agreement.
The option value is derived based on the volatility of the option, interest rate and time remaining to the maturity. The
Company has also considered the counterparty’s credit risk in determining the valuation. The valuation of the option
contract falls within Level 2 of the fair value hierarchy due to the observable nature of the inputs used in deriving the

fair value of this derivative contract.

Mortgage Servicing Assets (“MSAs”)—The Company records MSAs in conjunction with its loan sale and securitization
activities since the servicing of the underlying loans is retained by the Bank. MSAs are initially measured at fair value
using an income approach. The initial fair value of MSAs is determined based on the present value of estimated net
future cash flows related to contractually specified servicing fees. The valuation for MSAs falls within Level 3 of the

fair value hierarchy since there are no quoted prices for MSAs and the significant inputs used to determine fair value

are not directly observable. The valuation of MSAs is determined using a discounted cash flow approach utilizing the
appropriate yield curve and several market-derived assumptions including prepayment speeds, servicing cost,
delinquency and foreclosure costs and behavior, and float earnings rate. Net cash flows are present valued using a
market-derived discount rate. The resulting fair value is then compared to recently observed bulk market transactions
with similar characteristics.

Impaired Loans—The Company’s impaired loans are generally measured using the fair value of the underlying collateral,
which is determined based on the most recent valuation information received, which may be adjusted based on factors
such as the Company’s historical knowledge and changes in
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market conditions from the time of valuation. Impaired loans fall within Level 3 of the fair value hierarchy since they
are measured at fair value based on the most recent valuation information received on the underlying collateral.

Other Real Estate Owned (“OREO”)—The Company’s OREO represents properties acquired through foreclosure or
through full or partial satisfaction of loans, are considered held-for-sale, and are recorded at the lower of cost or
estimated fair value at the time of foreclosure. The fair values of OREO properties are based on third-party appraisals,
broker price opinions or accepted written offers. These valuations are reviewed and approved by the Company’s
appraisal department, credit review, or OREO department. OREO properties are classified as Level 2 assets in the fair
value hierarchy. The non-covered OREO balance of $6.9 million included in the condensed consolidated balance

sheets as of March 31, 2010 is recorded net of estimated disposal costs.

Fair Value of Financial Instruments

The carrying amounts and fair values of the Company’s financial instruments as of March 31, 2010 and December 31,

2009, were as follows:

March 31, 2010

December 31, 2009

Carrying Carrying
Notional or Estimated Notional or Estimated
Contract Contract
Amount Fair Value Amount Fair Value
(In thousands)

Financial Assets:
Cash and cash equivalents $1,180,735 $1,180,735 $835,141 $835,141
Short-term investments 457,184 457,184 510,788 510,788
Securities purchased under resale agreements 380,000 396,432 227,444 232,693
Investment securities available-for-sale 2,191,527 2,191,527 2,564,081 2,564,081
Loans receivable, net 13,471,529 13,396,993 13,844,840 13,519,060
Investment in Federal Home Loan Bank stock 180,124 180,124 180,217 180,217
Investment in Federal Reserve Bank stock 47,285 47,285 36,785 36,785
Accrued interest receivable 78,659 78,659 82,370 82,370
Equity swap agreements 30,038 5,951 38,828 14,177
FX option 30,000 1,841 - -
Financial Liabilities:
Customer deposit accounts:
Demand, savings and money market deposits 7,745,686 6,780,364 7,088,822 6,214,848
Time deposits 6,861,016 6,866,730 7,898,791 7,912,384
Federal funds purchased 22 22 22 22
Federal Home Loan Bank advances 1,769,452 1,753,492 1,805,387 1,791,326
Securities sold under repurchase agreements 1,032,511 1,262,056 1,026,870 1,265,565
Notes payable 12,533 12,533 7,366 7,366
Accrued interest payable 17,343 17,343 19,386 19,386
Long-term debt 235,570 106,715 235,570 103,442
Derivatives payable 30,038 5,955 38,828 14,185

The methods and assumptions used to estimate the fair value of each class of financial instruments for which it is
practicable to estimate that value are explained below:
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Cash and Cash Equivalents—The carrying amounts approximate fair values due to the short-term nature of these
instruments.

Short-Term Investments—The fair values of short-term investments generally approximate their book values due to their
short maturities.

Securities Purchased Under Resale Agreements—For securities purchased under resale agreements with original
maturities of 90 days or less, the carrying amounts approximate fair values due

16
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to the short-term nature of these instruments. At March 31, 2010 and December 31, 2009, the securities purchased
under resale agreements are long-term in nature and the fair value is estimated by discounting the cash flows based on
expected maturities or repricing dates utilizing estimated market discount rates.

Investment Securities Available-For-Sale—The fair values of the investment securities available-for-sale are generally
determined by reference to the average of at least two quoted market prices obtained from independent external
brokers or independent external pricing service providers who have experience in valuing these securities. In obtaining
such valuation information from third parties, the Company has reviewed the methodologies used to develop the
resulting fair values. For private label mortgage-backed securities and pooled trust preferred securities, fair values are
based on discounted cash flow analyses.

Loans Receivable, net—The fair value of loans is determined based on the discounted cash flow approach. The discount
rate is derived from the associated yield curve plus spreads, and reflects the offering rates in the market for loans with
similar financial characteristics. No adjustments have been made for changes in credit within the loan portfolio. It is
management’s opinion that the allowance for loan losses pertaining to performing and nonperforming loans results in a
fair valuation of credit for such loans.

Federal Home Loan Bank and Federal Reserve Bank Stock—The carrying amount approximates fair value, as the stock
may be sold back to the Federal Home Loan Bank and the Federal Reserve Bank at carrying value.

Accrued Interest Receivable—The carrying amount of accrued interest receivable approximates fair value due to its
short-term nature.

Equity Swap Agreements—The fair value of the derivative contracts is provided by a third party and is determined based
on the change in value of the HSCEI and the volatility of the call option over the life of the individual swap
agreement. The option value is derived based on the volatility of the option, interest rate and time remaining to the
maturity. The Company has also considered the counterparty’s credit risk in determining the valuation.

FX Option—The fair value of the derivative contract is provided by a third party and is determined based on the change
in the RMB and the volatility of the option over the life of the agreement. The option value is derived based on the
volatility of the option, interest rate and time remaining to the maturity. The Company has also considered the
counterparty’s credit risk in determining the valuation.

Deposits—The fair value of deposits is determined based on the discounted cash flow approach. The discount rate is
derived from the associated yield curve, plus spread, if any. For core deposits, the cash outflows are projected by the
decay rate based on the Bank’s core deposit premium study. Cash flows for all non-time deposits are discounted using
the LIBOR yield curve. For time deposits, the cash flows are based on the contractual runoff and are discounted by the
Bank’s current offering rates, plus spread.

Federal Funds Purchased—The carrying amounts approximate fair values due to the short-term nature of these
instruments.

Federal Home Loan Bank Advances—The fair value of FHLB advances is estimated based on the discounted value of

contractual cash flows, using rates currently offered by the FHLB of San Francisco for fixed-rate credit advances with
similar remaining maturities at each reporting date.
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Securities Sold Under Repurchase Agreements—For securities sold under repurchase agreements with original
maturities of 90 days or less, the carrying amounts approximate fair values due to the short-term nature of these
instruments. At March 31, 2010 and December 31, 2009, most of the securities sold under repurchase agreements are
long-term in nature and the fair values of securities sold under repurchase agreements are calculated by discounting
future cash flows based on expected maturities or repricing dates, utilizing estimated market discount rates and taking
into consideration the call features of each instrument.

Notes Payable—The carrying amount of notes payable approximates fair value as these notes are payable on demand.

Accrued Interest Payable—The carrying amount of accrued interest payable approximates fair value due to its short-term
nature.

Long-Term Debt—The fair values of long-term debt are estimated by discounting the cash flows through maturity based
on current market rates the Bank would pay for new issuances.

Derivatives Payable—The Company’s derivatives payable are recorded in conjunction with the certificate of deposits
(“host instrument”) that pays interest based on changes in the HSCEI. The Company’s derivatives payable are estimated
using the income approach. The Company has also considered its own credit risk in determining the valuation.

The fair value estimates presented herein are based on pertinent information available to management as of each
reporting date. Although the Company is not aware of any factors that would significantly affect the estimated fair
value amounts, such amounts have not been comprehensively revalued for purposes of these financial statements since
that date, and therefore, current estimates of fair value may differ significantly from the amounts presented herein.

4. STOCK-BASED COMPENSATION

During the three months ended March 31, 2010 and 2009, total compensation cost recognized in the condensed
consolidated statements of operations related to stock options and restricted stock awards amounted to $1.4 million.

Stock Options
The Company issues fixed stock options to certain employees, officers, and directors. Stock options are issued at the

current market price on the date of grant with a three-year or four-year vesting period and contractual terms of 7 or 10
years. The Company issues new shares upon the exercise of stock options.
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A summary of activity for the Company’s stock options as of and for the three months ended March 31, 2010 is
presented below:

Weighted
Weighted Average Aggregate
Average Remaining Intrinsic
Exercise Contractual Value
Shares Price Term (In thousands) (1)
Outstanding at beginning of period 1,927,515 $ 21.59
Granted - -
Exercised (49,890 ) 11.56
Forfeited (34,322 ) 21.27
Outstanding at end of period 1,843,303 21.87 3.29 years $ 3,915
Vested or expected to vest at end of
period 1,793,335 $ 21.94 3.25 years $ 3,791
Exercisable at end of period 1,185,625 $ 23.33 2.39 years $ 2,678

(1) Includes in-the-money options only.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model
with the following assumptions. The Company did not issue any stock options during the three months ended March
31, 2010.

Three
Months
Ended
March 31,
2009
Expected
term (1) 4 years
Expected
volatility
2) 605 %
Expected
dividend
yield (3) 06 %
Risk-free
interest
rate (4) 1.8 %

(1) The expected term (estimated period of time outstanding) of stock options granted was estimated using the
historical exercise behavior of employees.
(2) The expected volatility was based on historical volatility for a period equal to the stock option's expected term.
(3) The expected dividend yield is based on the Company's prevailing dividend rate at the time of grant.
(4) The risk-free rate is based on the U.S. Treasury strips in effect at the time of grant equal to the stock option's
expected term.
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During the three months ended March 31, 2010 and 2009, information related to stock options is presented as follows:

Three Months Ended
March 31,
2010 2009
Weighted average fair value of stock options granted during the period (1) $- $3.00
Total intrinsic value of options exercised (in thousands) $277 $1
Total fair value of options vested (in thousands) $1,671 $1,351

(1) The Company did not issue any stock options during the first quarter of 2010.

As of March 31, 2010, total unrecognized compensation cost related to stock options amounted to $1.9 million. The
cost is expected to be recognized over a weighted average period of 1.9 years.

Restricted Stock
In addition to stock options, the Company also grants restricted stock awards to directors, officers and
employees. The restricted shares awarded become fully vested after three to five years of continued employment from

the date of grant. The Company becomes entitled to an income tax deduction in an amount equal to the taxable
income reported by the holders of the restricted shares when
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the restrictions are released and the shares are issued. Restricted shares are forfeited if officers and employees
terminate prior to the lapsing of restrictions. The Company records forfeitures of restricted stock as treasury share
repurchases.

The American Recovery and Reinvestment Act of 2009 ("ARRA") places additional restrictions on restricted stock
grants. The executive compensation standards are more stringent under ARRA than those in effect under the U.S.
Treasury’s Troubled Asset Relief Program (“TARP”).

A summary of the activity for restricted stock as of March 31, 2010, including changes during the three months then
ended, is presented below:

Weighted
Average
Shares Price

Outstanding at beginning of period 864,717 $20.12
Granted 903,469 16.89
Vested (66,796 ) 34.87
Forfeited (89,795 ) 18.85
Outstanding at end of period 1,611,595 17.77

The weighted average fair values of restricted stock awards granted during the three months ended March 31, 2010
and 2009, were $16.89 and $7.12, respectively.

As of March 31, 2010, total unrecognized compensation cost related to restricted stock awards amounted to $20.7
million. This cost is expected to be recognized over a weighted average period of 2.8 years.
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5. INVESTMENT SECURITIES

An analysis of the investment securities available-for-sale portfolio is presented as follows:

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
(In thousands)
As of March 31, 2010
Available-for-sale
U.S. Treasury securities $53,979 $31 $(58 ) $53,952
U.S. Government agency and U.S. Government
sponsored enterprise debt securities 1,069,066 1,477 (4,102 ) 1,066,441
U.S. Government agency and U.S. Government
sponsored enterprise mortgage-backed securities:
Commercial mortgage-backed securities 25,241 860 - 26,101
Residential mortgage-backed securities 660,167 18,214 (54 ) 678,327
Municipal securities 5,511 12 - 5,523
Other residential mortgage-backed securities,
non-investment grade 21,330 - 9,127 ) 12,203
Corporate debt securities:
Investment grade 308,315 9,558 (829 ) 317,044
Non-investment grade (1) 37,770 18 (12,185 ) 25,603
U.S. Government sponsored enterprise equity securities 1,998 71 241 ) 1,828
Other securities 4,505 - - 4,505
Total investment securities available-for-sale $2,187,882 $30,241 $(26,596 ) $2,191,527
As of December 31, 2009
Available-for-sale
U.S. Treasury securities $304,105 $8 $(641 ) $303,472
U.S. Government agency and U.S. Government
sponsored enterprise debt securities 841,953 507 (10,435 ) 832,025
U.S. Government agency and U.S. Government
sponsored enterprise mortgage-backed securities:
Commercial mortgage-backed securities 25,503 852 - 26,355
Residential mortgage-backed securities 707,290 17,863 (805 ) 724,348
Municipal securities 59,264 1,027 (98 ) 60,193
Other residential mortgage-backed securities:
Investment grade 95,181 827 (492 ) 95,516
Non-investment grade 50,843 368 (9,601 ) 41,610
Corporate debt securities:
Investment grade 441,606 20,428 (1,138 ) 460,896
Non-investment grade (1) 26,277 - (17,416 ) 8,861
U.S. Government sponsored enterprise equity securities 1,998 - (216 ) 1,782
Other securities 9,023 - - 9,023
Total investment securities available-for-sale $2,563,043 $41,880 $(40,842 ) $2,564,081

(1) For the three months ended March 31, 2010, the Company recorded through earnings $4.8 million in additional
increases to the amount related to the credit loss for which an other-than-temporary impairment was previously
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recognized. The Company recorded $107.7 million, on a pre-tax basis, of the credit portion of OTTI through
earnings and $8.2 million, net of tax, of the non-credit portion of OTTI for pooled trust preferred securities in
other comprehensive income for the year ended December 31, 2009.

The Company did not have any investment securities held-to-maturity as of March 31, 2010 and December 31, 2009.
The fair values of investment securities are generally determined by reference to the average of at least two quoted

market prices obtained from independent external brokers or prices obtained from independent external pricing service
providers who have experience in valuing these securities. The
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Company performs a monthly analysis on the broker quotes received from third parties to ensure that the prices
represent a reasonable estimate of fair value. The procedures include, but are not limited to, initial and ongoing
review of third party pricing methodologies, review of pricing trends, and monitoring of trading volumes. The
Company assesses that prices received from independent brokers represent a reasonable estimate of fair value through
the use of internal and external cash flow models developed that are based on spreads, and when available, market
indices. As a result of this analysis, if the Company determines there is a more appropriate fair value based upon
available market data, the price received from third parties is adjusted accordingly.

Prices from third-party pricing services are often unavailable for securities that are rarely traded or are traded only in
privately negotiated transactions. As a result, certain securities are priced via independent broker quotations which
utilize inputs that may be difficult to corroborate with observable market based data. Additionally, the majority of
these independent broker quotations are non-binding.

As a result of the global financial crisis and illiquidity in the U.S. markets, the Company believes current broker prices
obtained on the private-label mortgage-backed security and certain pooled trust preferred securities are based on
forced liquidation or distressed sale values in very inactive markets that are not representative of the fair value of these
securities. In light of these circumstances, the Company has modified its approach in determining the fair values of
these securities. For the pooled trust preferred securities, the Company performed a cash flow analyses using the
methodology set forth in Note 3 to determine the fair value of securities. For the private-label mortgage-backed
security, the Company determined fair value by using the appropriate combination of the market approach reflecting
current broker prices and a discounted cash flow approach. The values resulting from each approach (i.e. market and
income approaches) were weighted to derive the final fair value on the private-label mortgage-backed security. In
calculating the fair value derived from the income approach, the Company made assumptions related to the implied
rate of return, general change in market rates, estimated changes in credit quality and liquidity risk premium, specific
non-performance and default experience in the collateral underlying the security, as well as broker discount rates.

The following tables show the Company’s rollforward of the amount related to other-than-temporary impairment credit
losses for the three months ended March 31, 2010:

Three Months Ended
March 31,
2010 2009

(In thousands)

Beginning balance, January 1 $107,671 $-
Addition of other-than-temporary impairment that was not

previously recognized - 200
Additional increases to the amount related to the credit loss

for which an other-than-temporary impairment was previously

recognized 4,799 -
Ending balance $112,470 $200
22
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The following table shows the Company’s investment portfolio’s gross unrealized losses and related fair values,
aggregated by investment category and length of time that individual securities have been in a continuous unrealized
loss position, as of March 31, 2010 and December 31, 2009:

Less Than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
(In thousands)

As of March 31, 2010
Available-for-sale
U.S. Treasury securities $20,246 $(58 ) $- $- $20,246 $(58 )
U.S. Government agency and
U.S. Government
sponsored enterprise debt
securities 464,031 4,102 ) - - 464,031 4,102 )
U.S. Government agency and
U.S. Government
sponsored enterprise
residential mortgage-backed
securities 4,896 (54 ) - - 4,896 (54 )
Other residential
mortgage-backed securities,

non-investment grade - - 12,202 (9,127 ) 12,202 9,127 )
Corporate debt securities:
Investment grade 69,158 (253 ) 1,440 (576 ) 70,598 (829 )
Non-investment grade (1) 12,731 (61 ) 9,490 (12,124 ) 22221 (12,185 )
U.S. Government sponsored
enterprise equity securities 792 (241 ) - - 792 (241 )
Total investment securities
available-for-sale $571,854 $4,769 ) $23,132 $(21,827 ) $594,986 $(26,596 )

As of December 31, 2009
Available-for-sale
U.S. Treasury securities $253,002 $(641 ) $- $- $253,002 $(641 )
U.S. Government agency and
U.S. Government

sponsored enterprise debt
securities 673,067 (10,435 ) - - 673,067 (10,435 )
U.S. Government agency and
U.S. Government

sponsored enterprise
residential mortgage-backed

securities 55,947 (805 ) - - 55,947 (805 )
Municipal securities 12,369 (98 ) - - 12,369 (98 )
Other residential
mortgage-backed securities:
Investment grade 47,343 492 ) - - 47,343 492 )
Non-investment grade 19,970 (1,011 ) 12,739 (8,590 ) 32,709 (9,601 )
Corporate debt securities:
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Investment grade 32,342 97 ) 978 (1,041 ) 33,320 (1,138 )
Non-investment grade (1) - - 8,861 (17,416 ) 8,861 (17,416 )
U.S. Government sponsored

enterprise equity securities 1,782 (216 ) - - 1,782 (216 )
Total investment securities

available-for-sale $1,095,822 $(13,795 ) $22,578 $(27,047 ) $1,118,400 $(40,842 )

Corporate Debt Securities (Available-for-Sale)

The majority of unrealized losses at March 31, 2010 are related to six trust preferred debt securities with unrealized
losses of 12 months or longer. As of March 31, 2010, these trust preferred securities had an estimated fair value of
$10.9 million, representing less than 1% of the total investment securities available-for-sale portfolio. Except for one
security that has remained at investment grade status, the ratings for the other five trust preferred securities were
downgraded to non-investment grade status during 2009 due to increased deferral and default activity from the issuers
of the underlying debt collateralizing these instruments. As of March 31, 2010, these non-investment grade debt
instruments had gross unrealized losses amounting to $12.1 million, or 56% of the total amortized cost basis of these
securities, comprised of $2.8 million in gross unrealized losses and $9.3 million in noncredit-related impairment
losses as of March 31, 2010 pursuant to the provisions of ASC 320-10-65. As a result of the previously discussed
diminishing collateral values, deteriorating cash flows, and increasing estimates of future deferrals and defaults, we
recorded an impairment loss of $4.8 million on our portfolio of pooled trust preferred securities during the first quarter
of 2010 for additional increases to the amount related to the credit loss for which an other-than-temporary impairment
was previously recognized.

Mortgage-backed Securities (Available-for-Sale)
As of March 31, 2010, the Company had one private-label available-for-sale mortgage-backed security with a fair

value of $12.2 million, with a gross unrealized loss of $9.1 million, or 43% of the amortized cost basis of this security,
for more than 12 months. This security is collateralized by single
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family loans and secured by the first lien on these residential properties. Additionally, any principal and interest
shortfall that may arise from the deterioration of the collateral will be covered by a monoline insurance provider. The
Company does not intend to sell this security and it is not more likely than not that the Company will be required to
sell this security before recovery of its amortized cost basis. As such, the Company does not deem this security to be
other-than-temporarily impaired as of March 31, 2010.

As of March 31, 2010, there were seven individual securities that have been in a continuous unrealized loss position
for twelve months or more. These securities are comprised of six trust preferred securities with a total fair value of
$10.9 million and one mortgage-backed security with a fair value of $12.2 million. As of March 31, 2010, there were
also thirty-six securities that have been in a continuous unrealized loss position for less than twelve months. The
unrealized losses on these securities are primarily attributed to changes in interest rates as well as the liquidity crisis
that has impacted all financial industries. The issuers of these securities have not, to our knowledge, established any
cause for default on these securities. These securities have fluctuated in value since their purchase dates as market
interest rates have fluctuated. However, the Company has the ability and the intention to hold these securities until
their fair values recover to cost or maturity. As such, the Company does not deem these securities to be
other-than-temporarily impaired.

The scheduled maturities of investment securities available-for-sale at March 31, 2010 are presented as follows:
Amortized Estimated

Cost Fair Value
(In thousands)

Due within one year $1,181,715 $1,175,262
Due after one year through five years 232,433 239,179
Due after five years through ten years 64,294 66,185
Due after ten years 707,442 709,073
Indeterminate maturity 1,998 1,828
Total investment securities available-for-sale $2,187,882 $2,191,527

6. COVERED ASSETS AND FDIC INDEMNIFICATION ASSET
Covered Assets

Covered assets are loans receivable and OREO that were acquired in the UCB Acquisition on November 6, 2009 for
which the Company entered into a shared-loss agreement (the “shared-loss agreement”) with the FDIC. The shared-loss
agreement covered all the loans originated by United Commercial Bank in the domestic U.S. and Hong Kong. Loans
originated by United Commercial Bank in China under its United Commercial Bank China (Limited) subsidiary were
not included in the shared-loss agreement. The Company will share in the losses, which begins with the first dollar of
loss incurred, on the loan pools (including single family residential mortgage loans, commercial loans, foreclosed loan
collateral and other real estate owned), covered (“‘covered assets”) under the shared-loss agreement.

Pursuant to the terms of the shared-loss agreement, the FDIC is obligated to reimburse the Company 80% of eligible
losses of up to $2.05 billion with respect to covered assets. The FDIC will reimburse the Company for 95% of eligible
losses in excess of $2.05 billion with respect to covered assets. The Company has a corresponding obligation to
reimburse the FDIC for 80% or 95%, as applicable, of eligible recoveries with respect to covered assets. The
shared-loss agreement for commercial and single family residential mortgage loans is in effect for 5 years and
10 years,
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respectively, from the November 6, 2009 acquisition date and the loss recovery provisions are in effect for 8 years and
10 years, respectively, from the acquisition date.

On January 14, 2020, the Company is required to pay to the FDIC 50% of the excess, if any of (i) $410 million over
(i1) the sum of (A) 25% of the asset discount plus (B) 25% of the Cumulative Shared-Loss Payments plus (C) the
Cumulative Servicing Amount if net losses on covered loans subject to the stated threshold is not reached. As of
March 31, 2010, the estimate for this liability is zero.

At the November 6, 2009 acquisition date, we accounted for the loan portfolio acquired from United Commercial
Bank at fair value and estimated that the fair value of the loan portfolio subject to the shared-loss agreement at
$5.66 billion. This represents the expected cash flows from the portfolio. In estimating the nonaccretable difference,
we (a) calculated the contractual amount and timing of undiscounted principal and interest payments (the
“undiscounted contractual cash flows”) and (b) estimated the amount and timing of undiscounted expected principal and
interest payments (the “undiscounted expected cash flows”). The amount by which the undiscounted expected cash
flows exceed the estimated fair value (the “accretable yield”) is accreted into interest income over the life of the loans.
The difference between the undiscounted contractual cash flows and the undiscounted expected cash flows is the
nonaccretable difference. The nonaccretable difference represents our estimate of the credit losses expected and was
considered in determining the fair value of the loans as of the acquisition date. In the determination of contractual cash
flows and cash flows expected to be collected, we assumed no prepayment on the SOP 03-3 nonaccrual loan pools as
we do not anticipate any significant prepayments on credit impaired loans. For the SOP 03-3 accrual loans for
single-family, multi-family and commercial real estate, we used a third party vendor to obtain prepayment speeds, in
order to be consistent with the market participants’ notion of the accounting standards. The third party vendor is
recognized in the mortgage-industry for the delivery of prepayment and default models for the secondary market to
identify loan level prepayment, delinquency, default, and loss propensities. The prepayment rates for the construction,
land, comme