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If any of the following risks actually occur, our business, financial condition and results of operations could be materially and
adversely affected. If this were to happen, the value of our common stock could significantly decline, and you could lose some
or all of your investment. Risk Factors Summary The following is a summary of the material risks that we believe could
adversely affect our business, operations and financial results. These risks are discussed more fully below and include, but are
not limited to: Market and Economic Risks @ Unfavorable or uncertain economic and market conditions, including in California
and the other markets in which we operate, can adversely affect our industry and business. ® Our loan portfolio is largely
secured by real estate, and a downturn in the real estate market may adversely affect our results of operations. ® Adverse
conditions in Asia and elsewhere could adversely affect our business. ® The soundness of other financial institutions could
adversely affect us. Credit, Interest Rate and Liquidity Risks @ We may be required to make additional provisions for loan
losses and charge off additional loans in the future, which could adversely affect our results of operations. ® The allowance for
credit losses is an estimate of expected credit losses. Actual credit losses in excess of the estimate could adversely affect our
results of operations and capital. ® Our business is subject to interest rate risk, and fluctuations in interest rates could reduce our
net interest income and adversely affect our business. ® Inflation and deflation may adversely affect our financial performance.
e Liquidity risk could impair our ability to fund operations and jeopardize our financial condition. e If the Company’ s
goodwill were determined to be impaired it would result in a charge against earnings and thus a reduction in stockholders’
equity. Operational Risks @ We may incur significant losses as a result of ineffective risk management processes and strategies.
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other-factors-outside-of the-borrewer—s-eentrol-. ® Our commerc1al loan, CRE loan and construction loan portfohos expose us to
risks that may be greater than the risks related to our other loans. ® Our investments and / or financings in certain tax-
advantaged projects may not generate returns as anticipated and may have an adverse impact on our financial results. ® Our use
of appraisals in deciding whether to make a loan on or secured by real property does not ensure the value of the real property
collateral. ® Our use of third- party vendors and our other ongoing third- party business relationships are subject to increasing
regulatory requirements and attention. ® Our deposit insurance premiums could increase in the future, which could have a
material adverse impact on future earnings and financial condition. ® As we expand our business outside of California markets,
including through acquisitions, we may encounter additional risks that could adversely affect our business and earnings. ® We
face substantial competition from our competitors. ® We are dependent on key personnel and the loss of one or more of those
key personnel may materially and adversely affect our prospects. ® Natural disasters, geopolitical events, public health crises
and other catastrophic events beyond our control could adversely affect us. ® Increasing scrutiny and expectations on ESG
matters, including climate change, from a variety of stakeholders may increase our costs or otherwise adversely affect our
business. Information, Information Technology and Privacy Risks @ We depend on the accuracy and completeness of
information about clients. ® Our information systems may experience failures, interruptions, or breaches in security, which
could have a material and adverse effect on our business, financial condition, results of operations and the value of our common
stock. @ Our need to continue to adapt our information technology systems to allow us to provide new and expanded service
could present operational issues, require significant capital spending, and disrupt our business. ® Managing reputational risk is
important to attracting and maintaining clients, investors, and employees. ® Regulations relating to privacy, information security
and data protection could increase our costs, affect or limit how we collect and use personal information and adversely affect our
business opportunities. Regulatory, Compliance and Legal Risks ® The banking industry is highly regulated, and the regulatory
framework, together with any future legislative or regulatory changes, could limit or restrict our activities, hamper our ability to
increase our assets and earnings, and materially and adversely affect our profitability. ® We are subject to stringent risk- based
capital and leverage requirements, including those adopted by the Federal Reserve (” the Basel III Capital Rules ). ® We may
become subject to supervisory action by bank supervisory authorities that could have a material adverse effect on our business,
financial condition, and the value of our common stock. ® We face a risk of noncompliance and enforcement action with the
Bank Secrecy Act and other anti- money laundering statutes and regulations. @ We are subject to the Community Reinvestment
Act (the “ CRA), fair lending and other laws and regulatlons and our fallure to comply Wlth these laws and regulatlons could
lead to material penalties. ® Refern y ding d - overnmental
monetary policies and intervention to stablhze the U S. ﬁnan01al system may affect our busmess and are beyond our control. @
Adverse results in legal proceedings could adversely affect our business and financial condition. e Liabilities from
environmental regulations could adversely affect our business and financial condition. ® Changes in accounting standards or tax
laws and regulations could adversely affect our financial results. Risks Related to Ownership of Our Common Stock e The price
of our common stock may fluctuate significantly, and this may make it difficult for a holder to sell shares of common stock at
times or at prices such holder finds attractive. ® An investment in our common stock is not an insured deposit. ® Statutory and
regulatory restrictions on dividends and other distributions from the Bank may adversely impact us by limiting the amount of
distributions the Bancorp may receive. Statutory and contractual restrictions (including our outstanding debt securities) and our
regulators may also restrict the Bancorp’ s ability to pay dividends. ® The issuance of preferred stock could adversely affect
holders of common stock. ® Our outstanding debt securities restrict our ability to pay dividends on our common stock. @ Certain




provisions of our charter and bylaws could make acquiring our Company more difficult. ® We may need to raise additional
capital, which may dilute the interests of holders of our common stock or otherwise have an adverse effect on their investment.
Current unfavorable and uncertain economic and market conditions may adversely affect our industry and business. Our
financial performance generally, as well as the ability of borrowers to make loan payments, the value of the collateral securing
those loans, and the demand for loans and our other products and services, are highly dependent upon the business and
economic conditions in the markets in which we operate and in the United States as a whole. Unfavorable or uncertain economic
and market conditions, some of which are present in the current macroeconomic environment, have in the past and may in the
future lead to credit quality concerns related to repayment ability and collateral protection as well as reduced demand for our
products and services. Based on a review of the appropriateness of the allowance for loan losses at December 31, 2622-2023 in
light of current economic conditions, we recorded a provision for credit losses of $ +4-26 . 3-0 million in the year ended
December 31, 28222023 . If the economic forecast or other factors worsen relative to the assumptions we utilized, our
allowance for loan losses will increase accordingly in future periods. Additionally, market interest rates have increased
significantly. We expect that these increases in interest rates, especially if prolonged, could affect our net interest income,
margins and our profitability. Our assets and liabilities may be significantly impacted by changes in interest rates. Factors
related to inflation, recession, unemployment, volatile interest rates, changes in tariffs and trade policies, international conflicts,
real estate values, energy prices, state and local municipal budget deficits, consumer confidence level, government spending and
any government shutdowns, the U. S. national debt, natural disasters, geopolitical events, public health crises and other factors
outside of our control also may assert economic pressures on consumers and businesses and adversely affect our business,
financial condition, results of operations and stock price. We may face the following risks, among others, in connection with
these events: ® Unfavorable market conditions triggered by any of these events result in a deterioration in the credit quality of
our borrowers and the demand for our products and services, an increase in the number of loan delinquencies, defaults and
charge- offs, additional provisions for loan losses, adverse asset values and an overall material adverse effect on the quality of
our loan portfolio. @ Economic pressure on consumers and uncertainty regarding continuing economic improvement resulting
from any of these events may result in changes in consumer and business spending, borrowing and saving habits. Such
conditions could have a material adverse effect on the credit quality of our loans or our business, financial condition or results of
operations. ® The banking industry remains heavily regulated, and changes by Congress or federal regulatory agencies to the
banking and financial institutions regulatory regime and heightened legal standards and regulatory requirements may continue to
be adopted in the future. Compliance with such regulation may increase our costs and limit our ability to pursue business
opportunities. ® The process we use to estimate losses inherent in our credit exposure requires difficult, subjective, and complex
judgments, including qualitative factors that pertain to economic conditions and how these economic conditions might impair
the ability of our borrowers to repay their loans. The level of uncertainty concerning economic conditions may adversely affect
the accuracy of our estimates which may, in turn, impact the reliability of the process. ® The value of the portfolio of investment
securities that we hold may be adversely affected by increasing interest rates and defaults by debtors. @ There have been
changes and discussions with respect to U. S. trade policies, legislation, treaties and tariffs, including trade policies and tariffs
affecting other countries, including China, the European Union, Canada and Mexico and retaliatory tariffs by such countries.
Tariffs and retaliatory tariffs have been imposed, and additional tariffs and retaliation tariffs have been proposed. Such tariffs,
retaliatory tariffs or other trade restrictions on products and materials that our clients import or export, could cause the prices of
our clients’ products to increase which could reduce demand for such products, or reduce our client margins, and adversely
impact their revenues, financial results and ability to service debt; which, in turn, could adversely affect our financial condition
and results of operations. In addition, to the extent changes in the political environment have a negative impact on us or on the
markets in which we operate our business, results of operations and financial condition could be materially and adversely
impacted in the future. It remains unclear what the U. S. Administration or foreign governments will or will not do with respect
to tariffs already imposed, additional tariffs that may be imposed, or international trade agreements and policies. A trade war or
other governmental action related to tariffs or international trade agreements or policies has the potential to negatively impact
ours and / or our clients' costs, demand for our clients' products, and / or the U. S. economy or certain sectors thereof and, thus,
adversely impact our business, financial condition and results of operations. Economic conditions in California and the other
markets in which we operate may adversely affect our business. Our banking operations are concentrated primarily in
California, and secondarily in New York, Washington, Illinois, Texas, Maryland, Massachusetts, Nevada, New Jersey, and
Hong Kong. The economic conditions in these local markets may be different from, and in some instances worse than, the
economic conditions in the United States as a whole. Adverse economic conditions in these regions in particular could impair
borrowers’ ability to service their loans, decrease the level and duration of deposits by clients, decrease demand for our loans
and other services and erode the value of loan collateral. These conditions include the effects of the general decline in real estate
sales and prices in many markets across the United States; declines in economic growth, business activity or investor or business
confidence ; limitations on the availability or increases in the cost of credit and capital ; increases in inflation or interest rates ;
high unemployment ; natural disasters, pandemics and health crises, geopolitical events ; state or local government insolvency or
budget disputes ; changes in taxes, tariffs, trade policies and other government regulations and polices; or a combination of these
or other factors. These conditions could increase the amount of our non- performing assets and have an adverse effect on our
efforts to collect our non- performing loans or otherwise liquidate our non- performing assets (including other real estate owned)
on terms favorable to us, if at all, and could also cause a decline in demand for our products and services, or a lack of growth or
a decrease in deposits, any of which may cause us to incur losses, adversely affect our capital, and hurt our business. The real
estate collateral securing our borrowers’ obligations is principally located in California, and to a lesser extent, in New York,
Washington, Illinois, Texas, Maryland, Massachusetts, Nevada, and New Jersey. The value of such collateral depends upon
conditions in the relevant real estate markets. These include general or local economic conditions and neighborhood



characteristics, unemployment rates, real estate tax rates, the cost of operating the properties, governmental regulations and
fiscal policies, acts of nature including earthquakes, floods, and hurricanes (which may result in uninsured losses), and other
factors beyond our control. The direction of real estate sales and prices in many markets across the United States is not currently
predictable and reductions in the value of our real estate collateral could cause us to have to foreclose on the real estate. If we
are not able to realize a satisfactory amount upon foreclosure sales, we may have to own the properties, subjecting us to
exposure to the risks and expenses associated with ownership. Any continued declines in real estate sales and prices coupled
with any weakness in the economy and continued high unemployment will result in higher than expected loan delinquencies or
problem assets, additional loan charge- offs and provisions for loan losses, a decline in demand for our products and services, or
a lack of growth or a decrease in deposits, which may cause us to incur losses, adversely affect our capital, and hurt our business.
A substantial number of our clients have economic and cultural ties to Asia and, as a result, we are likely to feel the effects of
adverse economic and political conditions in Asia, including the effects of rising inflation or slowing growth and volatility in the
real estate and stock markets in China and other regions. Additionally, we maintain a branch in Hong Kong. U. S. and global
economic and trade policies, military tensions, and unfavorable global economic conditions may adversely impact the Asian
economies. In addition, pandemics and other public health crises, including the occurrence of a contagious disease or illness or
concerns over the possibility of such crises could create economic, market and financial disruptions in the region. A significant
deterioration of economic conditions in Asia could expose us to, among other things, economic and transfer risk, and we could
experience an outflow of deposits by those of our clients with connections to Asia. Transfer risk may result when an entity is
unable to obtain the foreign exchange needed to meet its obligations or to provide liquidity. This may adversely impact the
recoverability of investments with or loans made to such entities. Adverse economic conditions in Asia, and in China or Taiwan
in particular, may also negatively impact asset values and the profitability and liquidity of our clients who operate in this region.
Financial institutions are interrelated as a result of trading, clearing, counterparty or other relationships. We have exposure to
many different industries and counterparties, and we routinely execute transactions with counterparties in the financial industry,
including brokers and dealers, commercial banks, investment banks, and other institutions. Many of these transactions expose us
to credit risk in the event of default of our counterparty. In addition, our credit risk may be exacerbated when the collateral held
by us cannot be realized upon or is liquidated at prices not sufficient to recover the full amount of the financial instrument
exposure due us. The failure of financial institutions can also result in increased FDIC assessments for the DIF. Any such losses
or increased assessments could have a material adverse effect on our financial condition and results of operations. At December
31,2022-2023 , our allowance for loan losses totaled $ +46-154 . 5-6 million and we had net charge- offs of $ 2-17 . 6 million
for 2622-2023 . Although economic conditions in the real estate market in portions of Los Angeles, San Diego, Riverside, and
San Bernardino counties and the Central Valley of California where many of our commercial real estate and construction loan
clients are based, have continued to improve, the economic recovery in these areas of California is uneven and in some areas
rather slow, with relatively high and persistent unemployment, and economic growth appears to have slowed. Moreover, rising
elevated interest rates may adversely affect real estate sales and the refinancing of existing real estate loans. As of December 31,
20222023 , we had approximately $ 9-10 . 4-15 billion in commercial real estate and construction loans. Any deterioration in
the real estate market generally and in the commercial real estate and residential building segments in particular could result in
additional loan charge- offs and provisions for loan losses in the future, which could have a material adverse effect on our
financial condition, net income, and capital. In addition, a recent change in accounting standards will result in a significant
change in how we recognize credit losses as further disclosed in the risk factor below entitled, “ Our financial results could be
adversely affected by changes in accounting standards or tax laws and regulations. ”” A significant source of risk arises from the
possibility that we could sustain losses because borrowers, guarantors, and related parties may fail to perform in accordance
with the terms of their loans. The underwriting and credit monitoring policies and procedures that we have adopted to address
this risk may not prevent unexpected losses that could have a material adverse effect on our business, financial condition, results
of operations, and cash flows. The allowance for credit losses is based on management’ s estimate of the expected losses from
our credit portfolio. If actual losses exceed the estimate, the excess losses could adversely affect our results of operations and
capital. Such excess losses could also lead to larger allowances for credit losses in future periods, which could in turn adversely
affect results of operations and capital in those periods. If economic conditions differ substantially from the assumptions used in
the estimate or adverse developments arise with respect to our credits, future losses may occur, and increases in the allowance
may be necessary. In addition, various regulatory agencies, as an integral part of their examination process, periodically review
the adequacy of our allowance. These agencies may require us to establish additional allowances based on their judgment of the
information available at the time of their examinations. No assurance can be given that we will not sustain credit losses in excess
of present or future levels of the allowance for credit losses. A substantial portion of our income is derived from the differential,
or “ spread, ” between the interest earned on loans, investment securities, and other interest- earning assets, and the interest paid
on deposits, borrowings, and other interest- bearing liabilities. The interest rate risk inherent in our lending, investing, and
deposit taking activities is a significant market risk to us and our business. Income associated with interest earning assets and
costs associated with interest- bearing liabilities may not be affected uniformly by fluctuations in interest rates. The magnitude
and duration of changes in interest rates, events over which we have no control, may have an adverse effect on net interest
income. Prepayment and early withdrawal levels, which are also impacted by changes in interest rates, can significantly affect
our assets and liabilities. Increases in interest rates may adversely affect the ability of our floating rate borrowers to meet their
higher payment obligations, which could in turn lead to an increase in non- performing assets and net charge- offs. Generally,
the interest rates on our interest- earning assets and interest- bearing liabilities do not change at the same rate, to the same extent,
or on the same basis. Even assets and liabilities with similar maturities or periods of re- pricing may react in different degrees to
changes in market interest rates. Interest rates on certain types of assets and liabilities may fluctuate in advance of changes in
general market interest rates, while interest rates on other types of assets and liabilities may lag behind changes in general



market rates. Certain assets, such as fixed and adjustable- rate mortgage loans, have features that limit changes in interest rates
on a short- term basis and over the life of the asset. Therefore, as interest rates begin to increase, if our floating rate interest-
earning assets do not reprice faster than our interest- bearing liabilities in a rising rate environment, our net interest income and,
in turn, our profitability, could be adversely affected. We seek to minimize the adverse effects of changes in interest rates by
structuring our asset- liability composition to obtain the maximum spread. We use interest rate sensitivity analysis and a
simulation model to assist us in estimating the optimal asset- liability composition. However, such management tools have
inherent limitations that impair their effectiveness. Moreover, the long- term effects of the Federal Reserve’ s unprecedented
quantitative easing and tapering off are unknown, and while interest rates have risen begun-te-inerease-, they remain at
historically low levels. There can be no assurance that we will be successful in minimizing the adverse effects of changes in
interest rates. The Consolidated Financial Statements and related financial data presented in this report have been prepared in
accordance with GAAP. These principles require the measurement of financial position and operating results in terms of
historical dollars, without considering changes in the relative purchasing power of money over time due to inflation or deflation.
The primary impact of inflation on our operations is reflected in increased operating costs. Conversely, deflation will tend to
erode collateral values and diminish loan quality. Virtually all of our assets and liabilities are monetary in nature. As a result,
interest rates generally have a more significant impact on our performance than the general levels of inflation or deflation.
Interest rates do not necessarily move in the same direction or in the same magnitude as the price of goods and services.
Liquidity is essential to our business. An inability to raise funds through deposits, FHLB advances and other borrowings, the
sale of loans, the issuance of securities and other sources could have a material adverse effect on our liquidity. Our access to
funding sources in amounts adequate to finance our activities could be impaired by factors that affect us specifically or the
financial services industry in general. Factors that could detrimentally impact our access to liquidity sources include a decrease
in the level of our business activity due to a market downturn or adverse regulatory action against us. Deposit balances can
decrease when clients perceive alternative investments as providing a better risk / return tradeoff. If clients move money out of
bank deposits and into other investments, we would lose a relatively low- cost source of funds, increasing our funding costs and
reducing our net interest income and net income. Our ability to acquire deposits or borrow could also be impaired by factors that
are not specific to us, such as a severe disruption of the financial markets or negative views and expectations about the prospects
for the financial services industry as a whole. Based on past experience, we believe that our deposit accounts are relatively stable
sources of funds. If we increase interest rates paid to retain deposits, our earnings may be adversely affected, which could have
an adverse effect on our business, financial condition and results of operations. Any decline in available funding could adversely
impact our ability to originate loans, invest in securities, meet our expenses, pay dividends to our stockholders or to fulfill
obligations such as repaying our borrowings or meeting deposit withdrawal demands, any of which could have a material
adverse impact on our liquidity, business, financial condition and results of operations. Additionally, negative news about us
or the banking industry in general could negatively impact market and / or customer perceptions of our company, which
could lead to a loss of depositor confidence and an increase in deposit withdrawals, particularly among those with
uninsured depeosits. If the Company’ s goodwill were determined to be impaired, it would result in a charge against earnings
and thus a reduction in stockholders’ equity. The Company tests goodwill for impairment on an annual basis, or more
frequently, if necessary. Quoted market prices in active markets are the best evidence of fair value and are to be used as the
basis for measuring impairment, when available. Other acceptable valuation methods include present value measurements based
on multiples of earnings or revenues, or similar performance measures. If the Company were to determine that the carrying
amount of the goodwill exceeded its implied fair value, the Company would be required to write down the value of the goodwill
on the balance sheet, adversely affecting earnings as well as eapital-stockholders equity . We are exposed to many types of
operational risks, including liquidity risk, credit risk, market risk, interest rate risk, legal and compliance risk, strategic risk,
information security risk, and reputational risk. We are also reliant upon our employees, and our operations are subject to the
risk of fraud, theft or malfeasance by our employees, vendors and others. We seek to monitor and control our risk exposure
through a risk and control framework encompassing a variety of separate but complementary financial, credit, operational and
compliance systems, and internal control and management review processes. However, these systems and review processes and
the judgments that accompany their application may not be effective and, as a result, we may not anticipate every economic and
financial outcome in all market environments or the specifics and timing of such outcomes, particularly in the event of the kinds
of dislocations in market conditions experienced during the recession, which highlight the limitations inherent in using historical
data to manage risk. If those systems and review processes prove to be ineffective in identifying and managing risks, our
business, financial condition, results of operations and the value of our common stock could be materially and adversely
affected. We may also suffer severe reputational damage. We have naturally developed concentrated exposures to those markets
and asset classes in which we have specific knowledge or competency. In particular, we primarily operate in California markets
with a concentration of Chinese- American individuals and businesses, and commercial and commercial real estate loans
constitute a significant portion of our loan portfolio. In management' s judgment, our extensive experience within these
concentration areas helps us to better evaluate underwriting and other associated risks with extending credit. However, the
presence of similar exposures concentrated in certain asset classes leaves us exposed to the risk of a focused downturn within a
concentration area. Thus, our concentration in the California markets increases our exposure to materially higher credit losses if
there is a deterioration in the economic conditions, housing conditions or real estate values in the California markets. Our
concentration in commercial and commercial real estate lending also increases our exposure to risks generally associated with
such lending. Our commercial and commercial real estate loans may have a greater risk of loss than residential mortgage loans,
in part because these loans are generally larger or more complex to underwrite and are characterized by having a limited supply
of real estate at commercially attractive locations, long delivery time frames for development and high interest rate sensitivity.
Unexpected deterioration in the credit quality of our commercial or commercial real estate loan portfolios would require us to



increase our provision for loan losses, which would reduce our profitability and could materially adversely affect our business,
financial condition and results of operations. Moreover, with respect to commercial real estate loans, federal and state banking
regulators are examining commercial real estate lending activity with heightened scrutiny and may require banks with higher
levels of commercial real estate loans to implement more stringent underwriting, internal controls, risk management policies and
portfolio stress testing, as well as possibly higher levels of allowances for losses and capital levels as a result of commercial real
estate lending growth and exposures. Our commercial loan, commercial real estate loan and construction loan portfolios expose
us to risks that may be greater than the risks related to our other loans. Our loan portfolio includes commercial loans and
commercial real estate loans, which are secured by hotels and motels, shopping / retail centers, service station and car wash,
industrial and warehouse properties, and other types of commercial properties. Commercial and commercial real estate loans
may carry more risk as compared to other types of lending, because they typically involve larger loan balances often
concentrated with a single borrower or groups of related borrowers. This may result in larger charge- offs on commercial and
commercial real estate loans on a per loan basis than those incurred with our residential or consumer loan portfolios. These loans
also may expose a lender to greater credit risk than loans secured by residential real estate. The payment experience on
commercial real estate loans that are secured by income producing properties are typically dependent on the successful
operation of the related real estate project and thus, may subject us to adverse conditions in the real estate market or to the
general economy. The collateral securing these loans typically cannot be liquidated as easily as residential real estate. If we
foreclose on these loans, our holding period for the collateral typically is longer than residential properties because there are
fewer potential purchasers of the collateral. Additionally, many of the Bank’ s commercial real estate and commercial business
loans are made to small and medium sized businesses that may have a heightened vulnerability to economic conditions.
Moreover, we have made a portion of these loans in recent years and the borrowers may not have experienced a complete
business or economic cycle. Furthermore, the deterioration of our borrowers’ businesses may hinder their ability to repay their
loans with us, which could adversely affect our results of operations. Any unexpected deterioration in the credit quality of our
commercial or commercial real estate loan portfolios would require us to increase our provision for loan losses, which would
reduce our profitability and could materially adversely affect our business, financial condition, results of operations and
prospects. Moreover, federal and state banking regulators are examining commercial real estate lending activity with heightened
scrutiny and may require banks with higher levels of commercial real estate loans to implement more stringent underwriting,
internal controls, risk management policies and portfolio stress testing, as well as possibly higher levels of allowances for losses
and capital levels as a result of commercial real estate lending growth and exposures. Because a significant portion of our loan
portfolio is comprised of commercial real estate loans, the banking regulators may require us to maintain higher levels of capital
than we would otherwise be expected to maintain, which could limit our ability to leverage our capital and have a material
adverse effect on our business, financial condition, results of operations and prospects. In addition, the risks inherent in
construction lending may continue to affect adversely our results of operations. Such risks include, among other things, the
possibility that contractors may fail to complete, or complete on a timely basis, construction of the relevant properties;
substantial cost overruns in excess of original estimates and financing (including de-shortages in labor and raw materials and
supplies); market deterioration during construction; and lack of permanent take- out financing. Loans secured by such properties
also involve additional risk because they have no operating history. In these loans, loan funds are advanced upon the security of
the project under construction (which is of uncertain value prior to completion of construction) and the estimated operating cash
flow to be generated by the completed project. There is no assurance that such properties will be sold or leased so as to generate
the cash flow anticipated by the borrower. A general decline in real estate sales and prices across the United States or locally in
the relevant real estate market, a decline in demand for residential real estate, economic weakness, high rates of unemployment,
and reduced availability of mortgage credit, are some of the factors that can adversely affect the borrowers’ ability to repay their
obligations to us and the value of our security interest in collateral, and thereby adversely affect our results of operations and
financial results. We invest in and / or finance certain tax- advantaged projects promoting affordable housing and renewable
energy sources. Our investments in these projects are designed to generate a return primarily through the realization of federal
and state income tax credits, and other tax benefits, over specified time periods. We are subject to the risk that previously
recorded tax credits, which remain subject to recapture by taxing authorities based on compliance features required to be met at
the project level, will fail to meet certain government compliance requirements and will not be able to be fully realized. The
possible inability to realize these tax credits and other tax benefits can have a negative impact on our financial results. The risk
of not being able to realize the tax credits and other tax benefits depends on many factors outside of our control, including
changes in the applicable provisions of the tax code and the ability of the projects to be completed and properly managed. In
considering whether to make a loan secured by real property, we typically require an appraisal of the property. However, an
appraisal is only an estimate of the value of the property at the time the appraisal is made. If the appraisal does not reflect the
amount that may be obtained upon any sale or foreclosure of the property, we may not realize an amount equal to the
indebtedness secured by the property. We regularly use third party vendors as part of our business. We also have substantial
ongoing business relationships with other third parties. These types of third- party relationships are subject to increasingly
demanding regulatory requirements and attention by our federal bank regulators. Recent regulation requires us to enhance our
due diligence, ongoing monitoring and control over our third- party vendors and other ongoing third- party business
relationships. In certain cases, we may be required to renegotiate our agreements with these vendors to meet these enhanced
requirements, which could increase our costs. We expect that our regulators will hold us responsible for deficiencies in our
oversight and control of our third- party relationships and in the performance of the parties with which we have these
relationships. As a result, if our regulators conclude that we have not exercised adequate oversight and control over our third
party vendors or other ongoing third party business relationships or that such third parties have not performed appropriately, we
could be subject to enforcement actions, including civil money penalties or other administrative or judicial penalties or fines as



well as requirements for client remediation, any of which could have a material adverse effect our business, financial condition
or results of operations. The FDIC insures deposits at FDIC- insured financial institutions, including the Bank. The FDIC
charges insured financial institutions premiums to maintain the DIF at a specific level. Unfavorable economic conditions,
increased bank failures and additional failures decreased the DIF. According to the FDIC, the DIF reserve ratio reached 1. 36 %
of total deposits as of September 30, 2018, exceeding the statutorily required minimum reserved ratio of 1. 35 % ahead of the
September 30, 2020, deadline imposed by the Dodd- Frank Act. The FDIC has, in addition, established a higher reserve ratio of
2 % as a long- term goal which goes beyond what is required by statute. There is no implementation deadline for the 2 % ratio.
The FDIC may increase the assessment rates or impose additional special assessments in the future to keep the DIF at the
statutory target level. Any increase in the Bank' s FDIC premiums could have an adverse effect on its financial condition and
results of operations . In 2023, the FDIC Board of Directors approved a final rule to implement a special assessment to
recover the loss to the Deposit Insurance Fund (DIF) associated with protecting uninsured depositors following the
closures of Silicon Valley Bank and Signature Bank. The Federal Deposit Insurance Act (FDI Act) requires the FDIC to
take this action in connection with the systemic risk determination announced on March 12, 2023. e Under the final rule,
the banks that benefited most from the assistance provided under the systemic risk determination will be charged a
special assessment to recover losses to the DIF resulting from the protection of uninsured depositors. In general, large
banks and regional banks, and particularly those with large amounts of uninsured deposits, were the banks most
vulnerable to uninsured deposit runs and benefited most from the stability provided under the systemic risk
determination. @ The FDIC estimates that 114 banking organizations will be subject to the special assessment, including
48 banking organizations with total assets over $ 50 billion and 66 banking organizations with total assets between $ 5
and $ 50 billion. No banking organizations with total assets under $ S billion will pay a special assessment, based on data
for the December 31, 2022 reporting period. ® Currently, the FDIC estimates that of the total cost of the failures of
Silicon Valley Bank and Signature Bank, approximately $ 16. 3 billion was attributable to the protection of uninsured
depositors. These loss estimates will be periodically adjusted as assets are sold, liabilities are satisfied, and receivership
expenses are incurred. ® The special assessment will be collected at an annual rate of approximately 13. 4 basis points
for an anticipated total of eight quarterly assessment periods. Because the estimated loss pursuant to the systemic risk
determination will be periodically adjusted, the FDIC retains the ability to cease collection early, impose an extended
special assessment collection period after the initial eight- quarter collection period to collect the difference between
losses and the amounts collected, and impose a one- time final shortfall special assessment after both receiverships
terminate. ® The special assessment will be collected beginning with the first quarterly assessment period of 2024 (i. e.,
January 1 through March 31, 2024) with an invoice payment date of June 28, 2024 . We primarily operate in California
markets with a concentration of Chinese- American individuals and businesses; however, one of our strategies is to expand
beyond California into other domestic markets that have concentrations of Chinese- American individuals and businesses. We
currently have operations in eight other states (New York, Washington, Illinois, Texas, Maryland, Massachusetts, Nevada, and
New Jersey) and in Hong Kong. In the course of this expansion, we may encounter significant risks and uncertainties that could
have a material adverse effect on our operations. These risks and uncertainties include increased expenses and operational
difficulties arising from, among other things, our ability to attract sufficient business in new markets, to manage operations in
noncontiguous market areas, to comply with all of the various local laws and regulations, and to anticipate events or differences
in markets in which we have no current experience. We have engaged in expansion through acquisitions and may consider other
acquisitions in the future. There are risks associated with any such expansion. These risks include, among others, incorrectly
assessing the asset quality of a bank acquired in a particular transaction, encountering greater than anticipated costs in
integrating acquired businesses, facing resistance from clients or employees, and being unable to profitably deploy assets
acquired in the transaction. Additional country- and region- specific risks are associated with transactions outside the United
States, including in China. To the extent we issue capital stock in connection with additional transactions, if any, these
transactions and related stock issuances may have a dilutive effect on earnings per share and share ownership. Our earnings,
financial condition, and prospects after a merger or acquisition depend in part on our ability to successfully integrate the
operations of the acquired company. We may be unable to integrate operations successfully or to achieve expected cost savings.
Any cost savings which are realized may be offset by losses in revenues or other charges to earnings. As with any acquisition of
financial institutions, there also may be business disruptions that cause us to lose clients or cause clients to remove their
accounts from us and move their business to competing financial institutions. In addition, our ability to grow may be limited if
we cannot make acquisitions. We compete with other financial institutions with respect to proposed acquisitions. We cannot
predict if or when we will be able to identify and attract acquisition candidates or make acquisitions on favorable terms. We face
substantial competition for deposits, loans, and for other banking services, as well as acquisitions, throughout our market area
from the major banks and financial institutions that dominate the commercial banking industry. This may cause our cost of
funds to exceed that of our competitors. These banks and financial institutions, including those with foreign ownership, may
have greater resources than we do, including the ability to finance advertising campaigns and allocate their investment assets to
regions of higher yield and demand and make acquisitions and invest in new banking technology. By virtue of their larger
capital bases, our larger competitors have substantially greater lending limits than we do and perform certain functions,
including trust services, which are not presently offered by us. We also compete for loans and deposits, as well as other banking
services, such as payment services, with savings and loan associations, savings banks, brokerage houses, insurance companies,
mortgage companies, credit unions, credit card companies and other financial and non- financial institutions and entities. These
factors and ongoing consolidation among insured institutions in the financial services industry may materially and adversely
affect our ability to market our products and services. Significant increases in the costs of monitoring and ensuring compliance
with new banking regulations and the necessary costs of upgrading information technology and data processing capabilities can



have a disproportionate impact on our ability to compete with larger institutions. Competition for qualified employees and
personnel in the banking industry is intense and we believe there are a limited number of qualified persons with knowledge of,
and experience in, the communities that we serve. The process of recruiting personnel with the combination of skills and
attributes required to carry out our strategies is often lengthy. Our success depends to a significant degree upon our ability to
attract and retain qualified management, loan origination, finance, client service, administrative, marketing, and technical
personnel and upon the continued contributions of our management and personnel. In particular, our success has been and
continues to be highly dependent upon the abilities of key executives and certain other employees, including, but not limited to,
our Executive Chairman of the Board, Dunson K. Cheng, our Chief Executive Officer, Chang M. Liu, and our Chief Financial
Officer, Heng W. Chen. Our compensation practices are subject to review and oversight, and may be subject to limitations, by
the FDIC, the DFPI, the Federal Reserve and other regulators. Such limitations may or may not affect our competitors and could
further affect our ability to attract and retain our executive officers and other key personnel. In April 2011 and April 2016, the
Federal Reserve, other federal banking agencies and the SEC jointly published proposed rules designed to implement provisions
of the Dodd- Frank Act prohibiting incentive compensation arrangements that would encourage inappropriate risk taking at
covered financial institutions, which includes a bank or bank holding company with $ 1 billion or more of assets, such as the
Bancorp and the Bank. It cannot be determined at this time whether or when a final rule will be adopted and whether
compliance with such a final rule will substantially affect the manner in which we structure compensation for our executives and
other employees. Depending on the nature and application of the final rules, we may not be able to successfully compete with
certain financial institutions and other companies that are not subject to some or all of the rules to retain and attract executives
and other high performing employees. If this were to occur, our business, financial condition and results of operations could be
adversely affected, perhaps materially. Natural disasters such as earthquakes, landslides, wildfires, extreme weather conditions,
droughts, hurricanes, floods, and other acts of nature, geopolitical events such as those involving civil unrest, changes in
government regimes, terrorism or military conflict, climate change related events (including both chronic changes such as sea
level rise as well as climate change’ s contribution to the intensity and frequency of various natural disasters or other
catastrophic events) and pandemics and other public health crises, and other catastrophic events could, among other things, (i)
adversely affect our business operations and those of our clients, counterparties and service providers; (ii) cause substantial
damage and loss to real and personal property, some of which may not be covered by insurance; (iii) impair our borrowers’
ability to service their loans; (iv) decrease the level and duration of deposits by clients; (v) erode the value of loan collateral; (vi)
result in an increase in the amount of our non- performing loans and a higher level of non- performing assets (including real
estate owned), net charge- offs, and provision for loan losses; (vii) reduce the availability of insurance at prices acceptable to us
or our prospective borrowers; or (viii) lead to other operational difficulties and impair our ability to manage our business. We
also could be adversely affected if our key personnel or a significant number of our employees were to become unavailable due
to a public health crisis (such as another outbreak of a contagious disease), natural disaster, war, act of terrorism, accident, or
other reason. Natural disasters, extreme weather conditions, geopolitical events, public health crises and other catastrophic
events could also negatively affect our clients, counterparties and service providers, as well as result in disruptions in general
economic activity and the financial and real estate markets. Governmental and societal responses to climate change and other
environmental impacts could adversely affect our business and performance, including indirectly through impacts on our
clients. Governments have become increasingly focused on the effects of climate change and related environmental issues, and
various policymakers with jurisdiction over us have adopted, or are considering adopting, climate- related policies or regulations
which may require us to incur increased costs. For example, the SEC has published proposed rules that would require companies
to provide significantly expanded climate- related disclosures in their periodic reporting, which may require us to incur
significant additional costs to comply, including the implementation of significant additional internal controls processes and
procedures regarding matters that have not been subject to such controls in the past, and impose increased oversight obligations
on our management and board of directors. At the state level, the California legislature recently passed legislation eensidered-a
bit-terequire-requiring that certain entities to-diselose-doing business in California with revenues exceeding $ 1 billion
report their direct and indirect greenhouse gas emissions. White-The legislation authorizes regulations which could
administer penalties against reporting entities for non- compliance. this-This legislation and btH-was-netpassed;-similar
legislation that may be introduced in future ;whieh-may require us to incur various and significant costs to comply. Various
banking regulators, including the FDIC and the New York Department of Financial Services, have also proposed guidelines for
climate- related risk management. While guidance from the FDIC is aimed at financial institutions with over $ 100 billion in
consolidated assets, there is no guarantee that we will not be subject to additional regulation regarding climate- related risk
management in future. The Federal Reserve Board, for example, may incorporate climate- related risks into its supervisory
stress tests —In addition, consumers and businesses also may change their behavior on their own as a result of their concerns over
the long- term impacts of climate change. We and our clients will need to respond to new laws and regulations as well as client
and business preferences resulting from climate change concerns. We and our clients may face cost increases, asset value
reductions (including the possibility of stranded assets), operating process changes, and the like. The impact on our loan
relationships and other clients will likely vary depending on their specific attributes, including reliance on or role in carbon
intensive activities and the impact of rising sea levels and other effects of climate change. Among the impacts to us could be a
drop in demand for our products and services, particularly in certain sectors. In addition, we could face reductions in
creditworthiness on the part of some clients or in the value of assets securing loans. Our efforts to take these risks into account
in making lending and other decisions, including by increasing our business with climate- friendly companies, may not be
effective in protecting us from the negative impact of new laws and regulations or changes in consumer or business behavior. It
is possible as well that changes in climate and related environmental risks, perceptions of them, and governmental responses to
them may occur more rapidly than we are able to adapt without disrupting our business and impairing our financial results . In



addition, the impact of heightened environmental regulation upon our clients could impact our existing loan portfolio as
well as asset value and our clients’ operating costs, which could adversely affect our business . Increased attention to, and
evolving expectations for, environmental, social, and governance (“ ESG ”) initiatives could increase our costs, harm our
reputation, or otherwise adversely impact our business. Companies across industries are facing increasing scrutiny from a
variety of stakeholders related to their ESG practices. Expectations regarding voluntary ESG initiatives and disclosures may
result in increased costs (including but not limited to increased costs related to compliance, stakeholder engagement, contracting
and insurance), changes in demand for certain offerings, enhanced compliance or disclosure obligations, or other adverse
impacts to our business, financial condition, or results of operations. While we may at times engage in voluntary initiatives
(such as voluntary disclosures, certifications, or goals, among others) or commitments to improve the ESG profile of our
company and / or offerings or to respond to stakeholder demand, such initiatives or achievement of such commitments may be
costly and may not have the desired effect. For example, expectations around companies’ management of ESG matters continues
to evolve rapidly, in many instances due to factors that are out of our control. Certain statements or actions we may take may be
based on assumptions, estimates, hypothetical expectations, or third- party information. Such hypothetical or third- party
information is necessarily uncertain and may be prone to errors or subject to misinterpretation given the long timelines involved
and the lack of an established single approach to identifying, measuring and reporting on many ESG matters. Even if this is not
the case, our current actions may subsequently be determined to be insufficient by various stakeholders, and we may be subject
to various adverse consequences or investor or regulator engagement on our ESG initiatives and disclosures, even if such
initiatives are currently voluntary. Certain market participants, including major institutional investors and capital providers, use
third- party benchmarks and scores to assess companies’ ESG profiles in making investment or voting decisions. Unfavorable
ESQG ratings could lead to increased negative investor sentiment towards us, which could negatively impact our share price as
well as our access to and cost of capital. To the extent ESG matters negatively impact our reputation, it may also impede our
ability to compete as effectively to attract and retain employees or clients, which may adversely impact our operations. In
addition, we expect there will likely be increasing levels of regulation, disclosure- related and otherwise, with respect to ESG
matters, which will likely lead to increased costs as well as scrutiny that could heighten all of the risks identified in this risk
factor. Additionally, there has been a trend in certain states to constrain the use of ESG- related considerations by financial
institutions in business decision- making. Balancing these countervailing expectations may subject us to additional costs, require
us to forego certain business opportunities, or otherwise adversely impact our business or results of operations. As a final note,
many of our clients and suppliers may be subject to similar ESG expectations, which may augment or create additional risks,
including risks that may not be known to us. In deciding whether to extend credit, open a bank account or enter into other
transactions with clients, we may rely on information furnished to us by or on behalf of clients, including financial statements
and other financial information. We also may rely on representations of clients as to the accuracy and completeness of that
information and, with respect to financial statements, on reports of independent auditors. We may further rely on invoices,
contracts, and other supporting documentation provided by our clients, as well as our clients' representations that their financial
statements conform to GAAP (or other applicable accounting standards in foreign markets) and present fairly, in all material
respects, the financial condition, results of operations and cash flows of the client. We also may rely on client representations
and certifications, or other audit or accountants' reports, with respect to the business and financial condition of our clients. Our
financial condition, results of operations, financial reporting or reputation could be negatively affected if we rely on materially
misleading, false, inaccurate or fraudulent information. We rely heavily on communications and information systems to conduct
our business. Any failure, interruption, or breach or threatened breach of these systems could result in failures or disruptions in
our client relationship management, general ledger, deposit, loan, and other systems. In the course of providing financial
services, we store personally identifiable data concerning clients and employees of clients. While we have policies and
procedures designed to prevent or limit the effect of the failure, interruption, or breaches of our information systems, there can
be no assurance that any such failures, interruptions, or breaches will not occur or, if they do occur, that they will be adequately
addressed. Privacy laws and regulations are matters of growing public concern and are continually changing in the states in
which we operate. In recent periods, there has been a rise in electronic fraudulent activity, security breaches, and cyber- attacks
within the financial services industry, especially in the banking sector. Fraudulent activity can take many forms and has evolved
and escalated as more tools for accessing financial services emerge. Some financial institutions have reported breaches of their
websites and systems, some of which have involved sophisticated and targeted attacks intended to misappropriate sensitive or
confidential information, destroy or corrupt data, disable or degrade service, disrupt operations or sabotage systems. These
breaches can remain undetected for an extended period of time. Other examples include debit card / credit card fraud, check
fraud, mechanical devices attached to ATM machines, social engineering and phishing attacks to obtain personal information,
impersonation of our clients through the use of falsified or stolen credentials, employee fraud, information theft and other
malfeasance. The secure maintenance and transmission of confidential information, as well as the secure execution of
transactions over our systems, are essential to protect us and our clients against fraud and security breaches and to maintain our
clients’ confidence. Increases in criminal activity levels and sophistication, advances in computer capabilities, and other
developments could result in a compromise or breach of the technology, processes, and controls that we use to prevent
fraudulent transactions or to protect data about us, our clients, and underlying transactions, as well as the technology used by our
clients to access our systems. Cyber security risks may also occur with our third- party service providers and may interfere with
their ability to fulfill their contractual obligations to us, with attendant potential for financial loss or liability that could adversely
affect our financial condition or results of operations. These risks will likely continue to increase in the future as we continue to
increase our offerings of mobile services and other Internet or web- based products. The occurrence of any failures,
interruptions, fraudulent activities or breaches could damage our reputation, result in a loss of clients, cause us to incur
additional costs (including remediation and cyber security protection costs), disrupt our operations, affect our ability to grow our



online and mobile banking services, subject us to additional regulatory scrutiny, or expose us to civil litigation and possible
financial liability, any of which could have a material adverse effect on our business, financial condition, results of operations
and the value of our common stock. The financial services market, including banking services, is continuing to undergo rapid
changes with frequent introductions of new technology- driven products and services. In addition to better serving clients, the
effective use of technology increases efficiency and may enable us to reduce costs. Our future success may depend, in part, on
our ability to use technology to provide products and services that provide convenience to clients and to create additional
efficiencies in our operations. As we continue to offer Internet banking and other online and mobile services to our clients, and
continue to expand our existing conventional banking services, we will need to adapt our information technology systems to
handle these changes in a way that meets constantly changing industry and regulatory standards. This can be very expensive and
may require significant capital expenditures. In addition, our success will depend on, among other things, our ability to provide
secure and reliable services, anticipate changes in technology, and efficiently develop and introduce services that are accepted
by our clients and cost effective for us to provide. Some of our competitors have substantially greater resources to invest in
technological improvements than we currently have. We may not be able to effectively implement new technology- driven
products and services or be successful in marketing these products and services to our clients. As a result, our ability to
effectively compete to retain or acquire new business may be impaired, and our business, financial condition or results of
operations, may be adversely affected. Threats to our reputation can come from many sources, including adverse sentiment
about financial institutions generally, unethical practices, employee misconduct, failure to deliver minimum standards of service
or quality, compliance deficiencies, failure to protect confidential client information and questionable, illegal, or fraudulent
activities of our clients. We have policies and procedures in place that seek to protect our reputation and promote ethical
conduct, but these policies and procedures may not be fully effective. Negative publicity regarding our business, employees, or
clients, with or without merit, may result in the loss of clients, investors, and employees, costly litigation, a decline in revenues,
and increased governmental regulation. We are subject to various privacy, information security and data protection laws,
including requirements concerning security breach notification, and we could be negatively impacted by these laws. For
example, our business is subject to the Gramm- Leach- Bliley Act of 1999 which, among other things: (i) imposes certain
limitations on our ability to share nonpublic personal information about our clients with nonaffiliated third parties; (ii) requires
that we provide certain disclosures to clients about our information collection, sharing and security practices and afford clients
the right to “ opt out ” of any information sharing by us with nonaffiliated third parties (with certain exceptions); and (iii)
requires we develop, implement and maintain a written comprehensive information security program containing safeguards
appropriate based on our size and complexity, the nature and scope of our activities, and the sensitivity of client information we
process, as well as plans for responding to data security breaches. Various state and federal banking regulators and states have
also enacted data security breach notification requirements with varying levels of individual, consumer, regulatory or law
enforcement notification in certain circumstances in the event of a security breach. Moreover, legislators and regulators in the
United States are increasingly adopting or revising privacy, information security and data protection laws that potentially could
have a significant impact on our current and planned privacy, data protection and information security- related practices, our
collection, use, sharing, retention and safeguarding of consumer or employee information, and some of our current or planned
business activities. This could also increase our costs of compliance and business operations and could reduce income from
certain business initiatives. This includes increased privacy- related enforcement activity at the federal level, by the Federal
Trade Commission, as well as at the state level, such as with regard to mobile applications. Compliance with current or future
privacy, data protection and information security laws (including those regarding security breach notification) affecting client or
employee data to which we are subject could result in higher compliance and technology costs and could restrict our ability to
provide certain products and services, which could have a material adverse effect on our business, financial conditions or results
of operations. Our failure to comply with privacy, data protection and information security laws could result in potentially
significant regulatory or governmental investigations or actions, litigation, fines, sanctions and damage to our reputation, which
could have a material adverse effect on our business, financial condition or results of operations. We operate in a highly
regulated industry and are or may become subject to regulation by federal, state, and local governmental authorities and various
laws, regulations, regulatory guidelines, and judicial and administrative decisions imposing requirements or restrictions on part
or all of our operations, capitalization, payment of dividends, mergers and acquisitions, investments, loans and interest rates
charged, interest rates paid on deposits, and locations of offices. We also must comply with numerous federal anti- money
laundering, tax withholding and reporting, and consumer protection statutes and regulations. A considerable amount of
management time and resources has been devoted to the oversight of, and the development and implementation of controls and
procedures relating to, compliance with these laws and regulations, and we expect that significant time and resources will be
devoted to compliance in the future. These laws and regulations mandate certain disclosure and reporting requirements and
regulate the manner in which we must deal with our clients when taking deposits, making loans, collecting loans, and providing
other services. We also are, or may become subject to, examination, supervision, and additional comprehensive regulation by
various federal, state, and local authorities with regard to compliance with these laws and regulations. Failure to comply with
laws, regulations, or policies could result in sanctions by regulatory agencies, civil money penalties, and / or reputation damage,
which could have a material and adverse effect on our business, financial condition, results of operations and the value of our
common stock. Because our business is highly regulated, the laws, rules, regulations, and supervisory guidance and policies
applicable to us are subject to regular modification and change. Perennially, various laws, rules and regulations are proposed,
which, if adopted, could impact our operations, increase our capital requirements or substantially restrict our growth and
adversely affect our ability to operate profitably by making compliance much more difficult or expensive, restricting our ability
to originate or sell loans, or further restricting the amount of interest or other charges or fees earned on loans or other products.
The Dodd- Frank Act, for example, instituted major changes to the banking and financial institutions regulatory regimes, such



as changes to Regulation Z promulgated by the CFPB that may make it more difficult for us to underwrite consumer mortgages
and to compete with large national mortgage service providers. Further regulation could increase the assessment rate we are
required to pay to the FDIC, adversely affecting our earnings. Other changes to statutes, regulations, or regulatory policies,
including changes in interpretation or implementation of statutes, regulations, or policies, could affect us in substantial and
unpredictable ways. It is very difficult to predict the competitive impact that any such changes would have on the banking and
financial services industry in general or on our business in particular. Such changes may, among other things, increase the cost
of doing business, limit permissible activities, or affect the competitive balance between banks and other financial institutions.
See Part I — Item 1 — * Business — Regulation and Supervision. ” We are subject to stringent capital requirements, including
those required by Basel III. The U. S. federal bank regulators have jointly adopted capital requirements on banks and bank
holding companies as required by the Dodd- Frank Act, which incorporate the elements of Basel Committee’ s Basel III accords
and have the effect of raising our capital requirements and imposing new capital requirements beyond those previously required.
Increased regulatory capital requirements (and the associated compliance costs) whether due to the adoption of new laws and
regulations, changes in existing laws and regulations, or more expansive or aggressive interpretations of existing laws and
regulations, may require us to raise additional capital, or impact our ability to pay dividends or pay compensation to our
executives, which could have a material and adverse effect on our business, financial condition, results of operations and the
value of our common stock. If we do not meet minimum capital requirements, we will be subject to prompt corrective action by
federal bank regulatory agencies. Prompt corrective action can include progressively more restrictive constraints on operations,
management and capital distributions. For additional discussion regarding our capital requirements, please see ““ Item 1.
Business — Regulation and Supervision — Capital Adequacy Requirements ” above. Under federal and state laws and regulations
pertaining to the safety and soundness of financial institutions, the Federal Reserve Bank of San Francisco (the “ FRBSF ”) has
authority over the Bancorp and separately the DFPI and FDIC have authority over the Bank to compel or restrict certain actions
if the Bancorp or the Bank should violate any laws or regulations, if its capital should fall below adequate capital standards as a
result of operating losses, or if these regulators otherwise determine that the Bancorp or the Bank have engaged in unsafe or
unsound practices, including failure to exercise proper risk oversight over the many areas of the Bancorp’ s and the Bank’ s
operations. These regulators, as well as the CFPB, also have authority over the Bancorp’ s and the Bank’ s compliance with
various statutes and consumer protection and other regulations. Among other matters, the corrective actions that may be
required of the Bancorp or the Bank following the occurrence of any of the foregoing may include, but are not limited to,
requiring the Bancorp and / or the Bank to enter into informal or formal enforcement orders, including board resolutions,
memoranda of understanding, written agreements, supervisory letters, commitment letters, and consent or cease and desist
orders to take corrective action and refrain from unsafe and unsound practices; removing officers and directors; restricting
expansion activities; assessing civil monetary penalties; and taking possession of, closing and liquidating the Bank. If we are
unable to meet the requirements of any corrective actions, we could become subject to supervisory action. The terms of any such
supervisory action could have a material and adverse effect on our business, financial condition, results of operations and the
value of our common stock. The Bank Secrecy Act, the USA PATRIOT Act of 2001, and other laws and regulations require
financial institutions, among other duties, to institute and maintain an effective anti- money laundering program and file
suspicious activity and currency transaction reports as appropriate. The federal Financial Crimes Enforcement Network is
authorized to impose significant civil money penalties for violations of those requirements and has recently engaged in
coordinated enforcement efforts with federal banking regulators, as well as with the U. S. Department of Justice, Drug
Enforcement Administration, and Internal Revenue Service. We are also subject to increased scrutiny of compliance with the
rules enforced by the Office of Foreign Assets Control and compliance with the Foreign Corrupt Practices Act. In addition, our
Hong Kong Branch is subject to the anti- money laundering laws and regulations of Hong Kong. If our policies, procedures and
systems are deemed deficient, we would be subject to liability, including fines and regulatory actions, which may include
restrictions on our ability to pay dividends and the necessity to obtain regulatory approvals to proceed with certain aspects of our
business plan, including our acquisition plans. Failure to maintain and implement adequate programs to combat money
laundering and terrorist financing could also have serious reputational consequences for us. Any of these results could
materially and adversely affect our business, financial condition, results of operations and the value of our common stock. We
are subject to the CRA, fair lending and other laws and regulations, and our failure to comply with these laws and regulations
could lead to material penalties. The CRA, the Equal Credit Opportunity Act, the Fair Housing Act and other fair lending laws
and regulations impose nondiscriminatory lending and other requirements on financial institutions. The U. S. Department of
Justice and other federal agencies, including the FDIC and CFPB, are responsible for enforcing these laws and regulations. A
successful challenge to an institution’ s performance under the CRA, fair lending and other compliance laws and regulations
could result in a wide variety of sanctions, including the required payment of damages and civil money penalties, injunctive
relief, imposition of restrictions on mergers and acquisitions activity and restrictions on expansion. Private parties may also have
the ability to challenge an institution’ s performance under fair lending laws in private class action litigation. The costs of
defending, and any adverse outcome from, any such challenge could damage our reputation or could have a material adverse
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; AtOnS: The busmess of banklng is affected 51gn1ﬁcantly by
the fiscal and monetary pohc1es of the Federal government and its agen(:les Such policies are beyond our control. We are
particularly affected by the policies established by the Federal Reserve in relation to the supply of money and credit in the
United States. The instruments of monetary policy available to the Federal Reserve can be used in varying degrees and
combinations to directly affect the availability of bank loans and deposits, as well as the interest rates charged on loans and paid
on deposits, and this can and does have a material effect on our business. Various aspects of our operations involve the risk of
legal liability. We have been, and expect to continue to be, named or threatened to be named as defendants in legal proceedings
arising from our business activities. We establish accruals for legal proceedings when information related to the loss
contingencies represented by those proceedings indicates both that a loss is probable and that the amount of the loss can be
reasonably estimated, but we do not have accruals for all legal proceedings where we face a risk of loss. In addition, amounts
accrued may not represent the ultimate loss to us from those legal proceedings. Thus, our ultimate losses may be higher or
lower, and possibly significantly so, than the amounts accrued for loss contingencies arising from legal proceedings, and these
losses could have a material and adverse effect on our business, financial condition, results of operations and the value of our
common stock. Liabilities from environmental regulations could materially and adversely affect our business and financial
condition. In the course of the Bank’ s business, the Bank may foreclose and take title to real estate and could be subject to
environmental liabilities with respect to these properties. The Bank may be held liable to a governmental entity or to third parties
for property damage, personal injury, investigation and clean- up costs incurred by these parties in connection with
environmental contamination or may be required to investigate or eleat-clean up hazardous or toxic substances, or chemical
releases at a property. The costs associated with investigation or remediation activities could be substantial. In addition, as the
owner or former owner of any contaminated site, the Bank may be subject to common law claims by third parties based on
damages, and costs resulting from environmental contamination emanating from the property. In some cases, environmental
laws ascribe liability without respect to contribution to the contamination in question or the lawfulness of disposal at the time it
occurred. If the Bank ever becomes subject to significant environmental liabilities, its business, financial condition, results of
operations and the value of our common stock could be materially and adversely affected. From time to time, the Financial
Accounting Standards Board (the “ FASB ”) and the SEC will change the financial accounting and reporting standards that
govern the preparation of our financial statements. In addition, from time to time, federal and state taxing authorities will change
the tax laws and regulations, and their interpretations. These changes and their effects can be difficult to predict and can
materially and adversely impact how we record and report our financial condition and results of operations. In addition, changes
to tax law could increase our effective tax rates. These law changes may be retroactive to previous periods and as a result could
negatively affect our current and future financial performance. For example, the recent changes in the tax laws may have an
adverse effect on the market for, and valuation of, residential properties, and on the demand for such loans in the future and
could make it harder for borrowers to make their loan payments. In addition, these recent changes may also have a
disproportionate effect on taxpayers in states with high residential home prices and high state and local taxes. If home ownership
becomes less attractive, demand for mortgage loans could decrease. The value of the properties securing loans in our loan
portfolio may be adversely impacted as a result of the changing economics of home ownership, which could require an increase
in our provision for loan losses, which would reduce our profitability and could materially adversely affect our business,
financial condition and results of operations. The price of our common stock may fluctuate significantly, and this may make it
difficult for you to sell shares of common stock owned by you at times or at prices you find attractive. The trading price of our
common stock may fluctuate widely as a result of a number of factors, many of which are outside our control. In addition, the
stock market is subject to fluctuations in the share prices and trading volumes that affect the market prices of the shares of many
companies. These broad market fluctuations could adversely affect the market price of our common stock. Among the factors
that could affect our stock price are: ® actual or anticipated quarterly fluctuations in our operating results and financial condition
and prospects; ® changes in revenue or earnings estimates or publication of research reports and recommendations by financial
analysts; e failure to meet analysts’ revenue or earnings estimates; ® speculation in the press or investment community; e
strategic actions by us or our competitors, such as acquisitions or restructurings; ® acquisitions of other banks or financial
institutions; e actions by institutional stockholders; ® fluctuations in the stock price and operating results of our competitors; ®
general market conditions and, in particular, developments related to market conditions for the financial services industry; e
proposed or adopted regulatory changes or developments; @ anticipated or pending investigations, proceedings, or litigation that
involve or affect us; ® successful management of reputational risk; and ® domestic and international economic factors, such as



interest or foreign exchange rates, stock, commodity, credit, or asset valuations or volatility, unrelated to our performance. The
stock market and, in particular, the market for financial institution stocks, has experienced significant volatility. As a result, the
market price of our common stock may be volatile. In addition, the trading volume in our common stock may fluctuate more
than usual and cause significant price variations to occur. The trading price of the shares of our common stock and the value of
our other securities will depend on many factors, which may change from time to time, including, without limitation, our
financial condition, performance, creditworthiness and prospects, future sales of our equity or equity related securities, and other
factors identified above in “ Forward- Looking Statements, ” and in this Item 1A — * Risk Factors. ”” The capital and credit
markets can experience volatility and disruption. Such volatility and disruption can reach unprecedented levels, resulting in
downward pressure on stock prices and credit availability for certain issuers without regard to their underlying financial
strength. A significant decline in our stock price could result in substantial losses for individual stockholders and could lead to
costly and disruptive securities litigation. Our common stock is not a bank deposit and, therefore, is not insured against loss by
the FDIC, any other deposit insurance fund or by any other public or private entity. Investment in our common stock is
inherently risky for the reasons described in this “ Risk Factors ” section, elsewhere in this report and other documents we file
with the SEC and is subject to the same market forces that affect the price of common stock in any company. As a result, if you
acquire our common stock, you could lose some or all of your investment. Statutory restrictions and restrictions by our
regulators on dividends and other distributions from the Bank may adversely impact us by limiting the amount of distributions
the Bancorp may receive. Statutory and contractual restrictions and our regulators may also restrict the Bancorp’ s ability to pay
dividends. The ability of the Bank to pay dividends to us is limited by various regulations and statutes, including California law,
and our ability to pay dividends on our outstanding stock is limited by various regulations and statutes, including Delaware law.
Substantially all of the Bancorp’ s cash flow comes from dividends that the Bank pays to us. Various statutory provisions restrict
the amount of dividends that the Bank can pay to us without regulatory approval. The Federal Reserve Board has previously
issued Federal Reserve Supervision and Regulation Letter SR- 09- 4 that states that bank holding companies are expected to
inform and consult with the Federal Reserve supervisory staff prior to taking any actions that could result in a diminished capital
base, including any payment or increase in the rate of dividends. In addition, if we are not current in our payment of dividends on
our Junior Subordinated Notes, we may not pay dividends on our common stock. Further, new capital conservation buffer
requirements will limit the ability of the Bank to pay dividends to the Bancorp if we are not compliant with those capital
cushions. If the Bank were to liquidate, the Bank’ s creditors would be entitled to receive distributions from the assets of the
Bank to satisfy their claims against the Bank before the Bancorp, as a holder of the equity interest in the Bank, would be entitled
to receive any of the assets of the Bank as a distribution or dividend. The restrictions described above could have a negative
effect on the value of our common stock. Moreover, holders of our common stock are entitled to receive dividends only when,
as and if declared by our board of directors. Although we have historically paid cash dividends on our common stock, we are not
required to do so and our board of directors could reduce or eliminate our common stock dividend in the future, which could
adversely affect the market price of our common stock. The issuance of preferred stock could adversely affect holders of
common stock, which may negatively impact their investment. Our board of directors is authorized to issue preferred stock
without any action on the part of the stockholders. Our board of directors also has the power, without stockholder approval, to
set the terms of any such classes or series of preferred stock that may be issued, including voting rights, dividend rights and
preferences over the common stock with respect to dividends or upon the liquidation, dissolution, or winding up of our business
and other terms. If we issue preferred stock in the future that has a preference over the common stock with respect to the
payment of dividends or upon liquidation, dissolution or winding up, or if we issue preferred stock with voting rights that dilute
the voting power of the common stock, the rights of holders of the common stock or the market price of the common stock
could be adversely affected. Certain provisions of our charter and bylaws could make the acquisition of our company more
difficult. Certain provisions of our restated certificate of incorporation, as amended, and our restated bylaws, as amended, could
make the acquisition of our company more difficult. These provisions include authorized but unissued shares of preferred and
common stock that may be issued without stockholder approval; three classes of directors serving staggered terms; special
requirements for stockholder proposals and nominations for director; and super- majority voting requirements in certain
situations including certain types of business combinations. We have issued an aggregate of $ 119. 1 million in trust preferred
securities (collectively, the “ Trust Preferred Securities ). Payments to investors in respect of the Trust Preferred Securities are
funded by distributions on certain series of securities issued by us, with similar terms to the relevant series of Trust Preferred
Securities, which we refer to as the “ Junior Subordinated Notes. ” If we are unable to pay interest in respect of the Junior
Subordinated Notes (which will be used to make distributions on the Trust Preferred Securities), or if any other event of default
occurs, then we will generally be prohibited from declaring or paying any dividends or other distributions, or redeeming,
purchasing or acquiring, any of our capital securities, including the common stock, during the next succeeding interest payment
period applicable to any of the Junior Subordinated Notes. Moreover, any other financing agreements that we enter into in the
future may limit our ability to pay cash dividends on our capital stock, including the common stock. In the event that any other
financing agreements in the future restrict our ability to pay such dividends, we may be unable to pay dividends in cash on the
common stock unless we can refinance amounts outstanding under those agreements. Should economic conditions deteriorate,
particularly in the California commercial real estate and residential real estate markets where our business is concentrated, we
may need to raise more capital to support any additional provisions for loan losses and loan charge- offs. In addition, we may
need to raise more capital to meet other regulatory requirements, including new required capital standards, if our losses are
higher than expected, if we are unable to meet our capital requirements, or if additional capital is required for our growth. There
can be no assurance that we would succeed in raising any such additional capital, and any capital we obtain may dilute the
interests of holders of our common stock, or otherwise have an adverse effect on their investment.



