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Forward-Looking Statements

In this Annual Report on Form 10-K, the term “Bancorp” refers to Cathay General Bancorp and the term “Bank” refers to
Cathay Bank. The terms “Company,” “we,” “us,” and “our” refer to Bancorp and the Bank collectively. The statements in this
report include forward-looking statements within the meaning of the applicable provisions of the Private Securities
Litigation Reform Act of 1995 regarding management’s beliefs, projections, and assumptions concerning future results
and events. We intend such forward-looking statements to be covered by the safe harbor provision for
forward-looking statements in these provisions. All statements other than statements of historical fact are
“forward-looking statements” for purposes of federal and state securities laws, including statements about anticipated
future operating and financial performance, financial position and liquidity, growth opportunities and growth rates,
growth plans, acquisition and divestiture opportunities, business prospects, strategic alternatives, business strategies,
financial expectations, regulatory and competitive outlook, investment and expenditure plans, financing needs and
availability, and other similar forecasts and statements of expectation and statements of assumptions underlying any of
the foregoing. Words such as “aims,” “anticipates,” “believes,” “can,” “could,” “estimates,” “expects,” “hopes,” “intends,” “may,” “plans,”
“projects,” “seeks,” “shall,” “should,” “will,” “predicts,” “potential,” “continue,” “possible,” “optimistic,” and variations of these words and
similar expressions are intended to identify these forward-looking statements. Forward-looking statements by us are
based on estimates, beliefs, projections, and assumptions of management and are not guarantees of future
performance. These forward-looking statements are subject to certain risks and uncertainties that could cause actual
results to differ materially from our historical experience and our present expectations or projections. Such risks and
uncertainties and other factors include, but are not limited to, adverse developments or conditions related to or arising
from:

• U.S. and international business and economic conditions;
• credit risks of lending activities and deterioration in asset or credit quality;

• current and potential future supervisory action by bank supervisory authorities;
• increased costs of compliance and other risks associated with changes in regulation and the current regulatory

environment, including the requirements of the Dodd-Frank Wall Street Reform and Consumer Protection Act (the
“Dodd-Frank Act”), and the potential for substantial changes in the legal, regulatory, and enforcement framework and
oversight applicable to financial institutions in reaction to recent adverse financial market events, including changes
pursuant to the Dodd-Frank Act;

• potential goodwill impairment;
• liquidity risk;

• fluctuations in interest rates;
• inflation and deflation;

• risks associated with acquisitions and the expansion of our business into new markets;
• real estate market conditions and the value of real estate collateral;

• environmental liabilities;
• our ability to compete with larger competitors;

• the possibility of higher capital requirements, including implementation of the Basel III capital standards of the
Basel Committee;

• our ability to retain key personnel;
• successful management of reputational risk;
• natural disasters and geopolitical events;
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• general economic or business conditions in California, Asia, and other regions where the Bank has operations;
•restrictions on compensation paid to our executives as a result of our participation in the TARP Capital Purchase

Program;
• failures, interruptions, or security breaches of our information systems;

•our ability to adapt our systems to technological changes, including successfully implementing our core system
conversion;

• adverse results in legal proceedings;
• changes in accounting standards or tax laws and regulations;

• market disruption and volatility;
•restrictions on dividends and other distributions by laws and regulations and by our regulators and our capital

structure;
•successfully raising additional capital, if needed, and the resulting dilution of interests of holders of our common

stock; and
• the soundness of other financial institutions.

These and other factors are further described in this Annual Report on Form 10-K (at Item 1A in particular),  the
Company’s other reports filed with the Securities and Exchange Commission (the “SEC”) and other filings the Company
makes with the SEC from time to time. Actual results in any future period may also vary from the past results
discussed in this report. Given these risks and uncertainties, readers are cautioned not to place undue reliance on any
forward-looking statements, which speak to the date of this report. We have no intention and undertake no obligation
to update any forward-looking statement or to publicly announce any revision of any forward-looking statement to
reflect future developments or events, except as required by law.

2
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PART I

Item 1.         Business.

Business of Bancorp

Overview

Cathay General Bancorp is a corporation that was organized in 1990 under the laws of the State of Delaware. We are
the holding company of Cathay Bank, a California state-chartered commercial bank (“Cathay Bank” or the “Bank”), six
limited partnerships investing in affordable housing investments in which the Bank is the sole limited partner, and
GBC Venture Capital, Inc. We also own 100% of the common stock of five statutory business trusts created for the
purpose of issuing capital securities.   In the future, we may become an operating company or acquire savings
institutions, other banks, or companies engaged in bank-related activities and may engage in or acquire such other
businesses, or activities as may be permitted by applicable law. Our principal place of business is currently located at
777 North Broadway, Los Angeles, California 90012, and our telephone number at that location is (213) 625-4700. In
addition, certain of our administrative offices are located in El Monte, California, and our address there is 9650 Flair
Drive, El Monte, California 91731. Our common stock is traded on the NASDAQ Global Select Market and our
trading symbol is “CATY”.

We are regulated as a bank holding company by the Board of Governors of the Federal Reserve System (“Federal
Reserve”). Cathay Bank is regulated as a California commercial bank by the California Department of Financial
Institutions (“DFI”) and the Federal Deposit Insurance Corporation (“FDIC”).

Subsidiaries of Bancorp

In addition to its wholly-owned bank subsidiary, the Bancorp has the following subsidiaries:

Cathay Capital Trust I, Cathay Statutory Trust I, Cathay Capital Trust II, Cathay Capital Trust III and Cathay Capital
Trust IV.  The Bancorp established Cathay Capital Trust I in June 2003, Cathay Statutory Trust I in September 2003,
Cathay Capital Trust II in December 2003, Cathay Capital Trust III in March 2007, and Cathay Capital Trust IV in
May 2007 (collectively, the “Trusts”) as wholly-owned subsidiaries.  The Trusts are statutory business trusts. The Trusts
issued capital securities representing undivided preferred beneficial interests in the assets of the Trusts. The Trusts
exist for the purpose of issuing the capital securities and investing the proceeds thereof, together with proceeds from
the purchase of the common securities of the Trusts by the Bancorp, in Junior Subordinated Notes issued by the
Bancorp. The Bancorp guarantees, on a limited basis, payments of distributions on the capital securities of the Trusts
and payments on redemption of the capital securities of the Trusts. The Bancorp is the owner of all the beneficial
interests represented by the common securities of the Trusts. The purpose of issuing the capital securities was to
provide the Company with a cost-effective means of obtaining Tier 1 Capital for regulatory purposes.  Because the
Bancorp is not the primary beneficiary of the Trusts, the financial statements of the Trusts are not included in our
Consolidated Financial Statements.

GBC Venture Capital, Inc.  The business purpose of GBC Venture Capital, Inc. is to hold equity interests (such as
options or warrants) received as part of business relationships and to make equity investments in companies and
limited partnerships subject to applicable regulatory restrictions.

Competition
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Our primary business is to act as the holding company for the Bank.  Accordingly, we face the same competitive
pressures as those expected by the Bank.   For a discussion of those risks, see “Business of the Bank — Competition”
below under this Item 1.
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Employees

Due to the limited nature of the Bancorp’s activities as a bank holding company, the Bancorp currently does not
employ any persons other than Bancorp’s management, which includes the Chief Executive Officer and President, the
Chief Operating Officer, the Chief Financial Officer, Executive Vice Presidents, the Secretary, Assistant Secretary,
and the General Counsel. See also “Business of the Bank — Employees” below under this Item 1.

Business of the Bank

General

Cathay Bank was incorporated under the laws of the State of California on August 22, 1961, was licensed by the DFI
(previously known as the California State Banking Department) and commenced operations as a California
state-chartered bank on April 19, 1962. Cathay Bank is an insured bank under the Federal Deposit Insurance Act by
the FDIC, but it is not a member of the Federal Reserve.

The Bank’s head office is located in the Chinatown area of Los Angeles, at 777 North Broadway, Los Angeles,
California 90012. In addition, as of December 31, 2012, the Bank had branch offices in Southern California (20
branches), Northern California (11 branches), New York (eight branches), Massachusetts (one branch), Texas (two
branches), Washington (three branches), Illinois (three branch locations and one drive-through location), New Jersey
(one branch), and Hong Kong (one branch) and a representative office in Shanghai and in Taipei. Deposit accounts at
the Hong Kong branch are not insured by the FDIC. Each branch has loan approval rights subject to the branch
manager’s authorized lending limits. Current activities of the Shanghai and Taipei representative offices are limited to
coordinating the transportation of documents to the Bank’s head office and performing liaison services.

Our primary market area is defined by the Community Reinvestment Act delineation, which includes the contiguous
areas surrounding each of the Bank’s branch offices. It is the Bank’s policy to reach out and actively offer services to
low and moderate income groups in the delineated branch service areas. Many of the Bank’s employees speak both
English and one or more Chinese dialects or Vietnamese, and are thus able to serve the Bank’s Chinese, Vietnamese,
and English speaking customers.

As a commercial bank, the Bank accepts checking, savings, and time deposits, and makes commercial, real estate,
personal, home improvement, automobile, and other installment and term loans. From time to time, the Bank invests
available funds in other interest-earning assets, such as U.S. Treasury securities, U.S. government agency securities,
state and municipal securities, mortgage-backed securities, asset-backed securities, corporate bonds, and other security
investments. The Bank also provides letters of credit, wire transfers, forward currency spot and forward contracts,
traveler’s checks, safe deposit, night deposit, Social Security payment deposit, collection, bank-by-mail, drive-up and
walk-up windows, automatic teller machines (“ATM”), Internet banking services, and other customary bank services.

The Bank primarily services individuals, professionals, and small to medium-sized businesses in the local markets in
which its branches are located and provides commercial mortgage loans, commercial loans,  Small Business
Administration (“SBA”) loans, residential mortgage loans, real estate construction loans, equity lines of credit, and
installment loans to individuals for automobile, household, and other consumer expenditures.

Through Cathay Wealth Management, the Bank provides its customers the ability to trade securities online and to
purchase mutual funds, annuities, equities, bonds, and short-term money market instruments.  All securities and
insurance products provided by Cathay Wealth Management are offered by, and all Financial Consultants are
registered with, Cetera Financial Services, a registered securities broker/dealer and licensed insurance agency and
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member of the Financial Industry Regulatory Authority and Security Investor Protection Corporation.  Cetera
Financial Services and Cathay Bank are independent entities.  These products are not insured by the FDIC.
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Securities

The Bank’s securities portfolio is managed in accordance with a written Investment Policy which addresses strategies,
types, and levels of allowable investments, and which is reviewed and approved by our Board of Directors on an
annual basis.

Our investment portfolio is managed to meet our liquidity needs through proceeds from scheduled maturities and is
also utilized for pledging requirements for deposits of state and local subdivisions, securities sold under repurchase
agreements, and Federal Home Loan Bank (“FHLB”) advances.  The portfolio is comprised of U.S. government agency
securities, mortgage-backed securities, collateralized mortgage obligations, obligations of states and political
subdivisions, corporate debt instruments, asset-backed securities, mutual funds, and equity securities.

Information concerning the carrying value, maturity distribution, and yield analysis of the Company’s securities
portfolio as well as a summary of the amortized cost and estimated fair value of the Bank’s securities by contractual
maturity is included in Part II — Item 7 — “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” and in Note 4 to the Consolidated Financial Statements.

Loans

The Bank’s Board of Directors and senior management establish, review, and modify the Bank’s lending
policies.  These policies include (as applicable) an evaluation of a potential borrower’s financial condition, ability to
repay the loan, character, existence of secondary repayment source (such as guaranties), quality and availability of
collateral, capital, leverage capacity of the borrower, regulatory guidelines, market conditions for the borrower’s
business or project, and prevailing economic trends and conditions.  Loan originations are obtained through a variety
of sources, including existing customers, walk-in customers, referrals from brokers or existing customers, and
advertising.   While loan applications are accepted at all branches, the Bank’s centralized document department
supervises the application process including documentation of loans, review of appraisals, and credit reports.

Commercial Mortgage Loans. Commercial mortgage loans are typically secured by first deeds of trust on commercial
properties. Our commercial mortgage portfolio includes primarily commercial retail properties, shopping centers, and
owner-occupied industrial facilities, and, secondarily, office buildings, multiple-unit apartments, hotels, and
multi-tenanted industrial properties.

The Bank also makes medium-term commercial mortgage loans which are generally secured by commercial or
industrial buildings where the borrower uses the property for business purposes or derives income from tenants.

Commercial Loans.  The Bank provides financial services to diverse commercial and professional businesses in its
market areas. Commercial loans consist primarily of short-term loans (normally with a maturity of up to one year) to
support general business purposes, or to provide working capital to businesses in the form of lines of credit to finance
trade. The Bank continues to focus primarily on commercial lending to small-to-medium size businesses within the
Bank’s geographic market areas.  The Bank participates or syndicates loans, typically more than $20 million in
principal amount, with other financial institutions to limit its credit exposure.  Commercial loan pricing is generally at
a rate tied to the prime rate, as quoted in The Wall Street Journal, or the Bank’s reference rate.

SBA Loans.  The Bank originates U.S. Small Business Administration (“SBA”) loans under the national “preferred
lender” status. Preferred lender status is granted to a lender which has made a certain number of SBA loans and which,
in the opinion of the SBA, has staff qualified and experienced in small business loans. As a preferred lender, the
Bank’s SBA Lending Group has the authority to issue, on behalf of the SBA, the SBA guaranty on loans under the 7(a)
program which may result in shortening the time it takes to process a loan.  In addition, under this program, the SBA
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delegates loan underwriting, closing, and most servicing and liquidation authority and responsibility to selected
lenders.
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The Bank utilizes both the 504 program, which is focused toward long-term financing of buildings and other
long-term fixed assets, and the 7(a) program, which is the SBA’s primary loan program and which can be used for
financing of a variety of general business purposes such as acquisition of land and buildings, equipment, inventory
and working capital needs of eligible businesses generally over a 5- to 25-year term. The collateral position in the
SBA loans is enhanced by the SBA guaranty in the case of 7(a) loans, and by lower loan-to-value ratios under the 504
program. The Bank has sold, and may in the future sell, the guaranteed portion of certain of its SBA 7(a) loans in the
secondary market. SBA loan pricing is generally at a rate tied to the prime rate, as quoted in The Wall Street Journal.

Resident ial  Mortgage Loans.  The Bank originates  s ingle-family-resident ial  mortgage loans.  The
single-family-residential mortgage loans are comprised of conforming, non−conforming, and jumbo residential
mortgage loans, and are secured by first or subordinate liens on single (one-to-four) family residential properties. The
Bank’s products include a fixed-rate residential mortgage loan and an adjustable-rate residential mortgage
loan.  Mortgage loans are underwritten in accordance with the Bank’s and regulatory guidelines, on the basis of the
borrower’s financial capabilities, independent appraisal of value of the property, historical loan quality, and other
relevant factors. As of December 31, 2012, approximately 63% of the Bank’s residential mortgages were for properties
located in California.  It is the current practice of the Bank to sell all conforming fixed rate residential first mortgages
that meet Government Sponsored Agency guidelines to the Federal Home Loan Mortgage Corporation on a cash basis
as they are originated. The Bank retains all other mortgage loans it originates in its portfolio. As such, the Bank doesn’t
expect to be impacted by the expected regulations pertaining to risk retention, since the Bank doesn’t securitize any of
the loans it sells or retains.

Real Estate Construction Loans. The Bank’s real estate construction loan activity focuses on providing short-term
loans to individuals and developers, primarily for the construction of multi-unit projects. Residential real estate
construction loans are typically secured by first deeds of trust and guarantees of the borrower. The economic viability
of the projects, borrower’s credit worthiness, and borrower’s and contractor’s experience are primary considerations in
the loan underwriting decision. The Bank utilizes approved independent licensed appraisers and monitors projects
during the construction phase through construction inspections and a disbursement program tied to the percentage of
completion of each project. The Bank also occasionally makes unimproved property loans to borrowers who intend to
construct a single-family residence on their lots generally within twelve months. In addition, the Bank makes
commercial real estate construction loans to high net worth clients with adequate liquidity for construction of office
and warehouse properties. Such loans are typically secured by first deeds of trust and are guaranteed by the borrower.

   Home Equity Lines of Credit.  The Bank offers variable-rate home equity lines of credit that are secured by the
borrower’s home.  The pricing on the variable-rate home equity line of credit is generally at a rate tied to the prime
rate, as quoted in The Wall Street Journal, or the Bank’s reference rate.  Borrowers may use this line of credit for home
improvement financing, debt consolidation and other personal uses.

Installment Loans. Installment loans tend to be fixed rate and longer-term (one-to-six year maturities). These loans are
funded primarily for the purpose of financing the purchase of automobiles and other personal uses of the borrower.

   Distribution and Maturity of Loans.  Information concerning types, distribution, and maturity of loans is included in
Part II — Item 7 — “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and in Note
5 to the Consolidated Financial Statements.
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Asset Quality

The Bank’s lending and credit policies require management to review regularly the Bank’s loan portfolio so that the
Bank can monitor the quality of its assets.  If during the ordinary course of business, management becomes aware that
a borrower may not be able to meet the contractual payment obligations under a loan, then that loan is supervised
more closely with consideration given to placing the loan on non-accrual status, the need for an additional allowance
for loan losses, and (if appropriate) partial or full charge-off.

Under the Bank’s current policy, a loan will generally be placed on a non-accrual status if interest or principal is past
due 90 days or more, or in cases where management deems the full collection of principal and interest unlikely. When
a loan is placed on non-accrual status, previously accrued but unpaid interest is reversed and charged against current
income, and subsequent payments received are generally first applied towards the outstanding principal balance of the
loan. Depending on the circumstances, management may elect to continue the accrual of interest on certain past due
loans if partial payment is received or the loan is well-collateralized, and in the process of collection. The loan is
generally returned to accrual status when the borrower has brought the past due principal and interest payments
current and, in the opinion of management, the borrower has demonstrated the ability to make future payments of
principal and interest as scheduled. A non-accrual loan may also be returned to accrual status if all principal and
interest contractually due are reasonably assured of repayment within a reasonable period and there has been a
sustained period of payment performance, generally six months.

Information concerning non-performing loans, restructured loans, allowance for credit losses, loans charged-off, loan
recoveries, and other real estate owned is included in Part II — Item 7 — “Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” and in Note 5 and Note 6 to the Consolidated Financial Statements.

Deposits

The Bank offers a variety of deposit products in order to meet its customers’ needs.  As of December 31, 2012, the
Bank offered passbook accounts, checking accounts, money market deposit accounts, certificates of deposit,
individual retirement accounts, college certificates of deposit, and public funds deposits.   These products are priced in
order to promote growth of deposits.

  The Bank’s deposits are generally obtained from residents within its geographic market area.  The Bank utilizes
traditional marketing methods to attract new customers and deposits, by offering a wide variety of products and
services and utilizing various forms of advertising media.  From time to time, the Bank may offer special deposit
promotions.  Information concerning types of deposit accounts, average deposits and rates, and maturity of time
deposits of $100,000 or more is included in Part II — Item 7 — “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” and in Note 9 to the Consolidated Financial Statements.

Borrowings

Borrowings from time to time include securities sold under agreements to repurchase, the purchase of federal funds,
funds obtained as advances from the FHLB, borrowing from other financial institutions, subordinated debt, and Junior
Subordinated Notes.  Information concerning the types, amounts, and maturity of borrowings is included in Note 10
and Note 11 to the Consolidated Financial Statements.
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Return on Equity and Assets

   Information concerning the return on average assets, return on average stockholders’ equity, the average equity to
assets ratio and the dividend payout ratio is included in Part II — Item 7 — “Management’s Discussion and Analysis of
Financial Condition and Results of Operations.”

Interest Rates and Differentials

   Information concerning the interest-earning asset mix, average interest-earning assets, average interest-bearing
liabilities, and the yields on interest-earning assets and interest-bearing liabilities is included in Part II — Item 7 —
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

Analysis of Changes in Net Interest Income

   An analysis of changes in net interest income due to changes in rate and volume is included in Part II — Item 7 —
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

Commitments and Letters of Credit

   Information concerning the Bank’s outstanding loan commitments and letters of credit is included in Note 14 to the
Consolidated Financial Statements.

Expansion

   We have engaged in expansion through acquisitions and may consider acquisitions in the future in order to compete
for new deposits and loans, and to be able to serve our customers more ef
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