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MAY 12, 2015 BBCN Bancorp (Nasdaqg: BBCN)
CURRENT PRICE:  $14.43 1Q15 Earnings Report - Maintain BURating
RATING: BUY H|gh||ghts
PRICE TARGET: $15.90 1Q14 earnings increases to $0.27/share from $0.2&'s
CURRENT YIELD: 2 8% * 15% loan growth during 1Q15

EPS Estimates - Non-GAAP

DEC 14A DEC 15E
1Q $0.28 $0.27
2Q $0.28 $0.32
3Q $0.27 $0.33
4Q $0.29 $0.33

$1.11 $1.25
Trading Data

52-WEEK PRICERANGE:  $16.48-$12.77
SHARES OUTSTANDING: 79.60(M)
MARKET CAP: $1,149(M)
AVG. DALY TRADING 0.27(M)
VOLUME:

S&P500: 2,099

Valuation Data

BOOK VALUE: $11.34
PrICETO Book: 1.27x
DIVIDEND: $0.40

100 Concourse Boulevard, Suite 101
Glen Allen, Virginia 23059

* New product offering to customers
» Positioning bank for earnings growth in 2015-2016
» Rated BUY & $15.90/share price target

Investment Thesis

Many US banks suffered from loan portfolio creditatioration created by the
2008-2009 recession. However, since then an inmpgaeconomy has allowed
many to repair loan portfolios and balance shedts.a result many banks appear
poised for an earnings recovery and potential spidce appreciation. One such
bank is BBCN Bancorp. This bank’s unique customiehe, recent acquisitions,
and improving balance sheet augur well for earngrgsvth during the next two-
three years. Under an improving profitability sagmathis stock could appreciate
towards our $15.90 target price. Additionally, BB@ays a 2.8% dividend yield
and offers the potential of future increases basedarnings growth.

Company Summary

Headquartered in Los Angeles CA, BBCN Bancorp (BECN-$14.43), formerly
known as Nara Bancorp, Inc. originally began itsragions in June 1989
operating under the name of “United Citizens NatloBank”. The name was
changed to Nara Bank, National Association in 198dJanuary 2005 the bank’s
name changed to Nara Bancorp after converting @akifornia state-chartered
bank in conjunction with the holding company’s iganmization transaction. Nara
merged with Center Financial Corporation, on Noverm®0, 2011, and changed
its name to BBCN Bancorp Inc. The merger with @eiitinancial added 21 full-
service branches (18 in CA) and loan productioite#fin Seattle WA and Denver
CoO.

For Important Disclosure information regarding th&irm’s rating
system, valuation methods and potential conflictdrderest, please
refer to the lastwo pages of this report
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BBCN purchased Seattle-based Pacific InternatiBaalcorp (PIB) during 1Q13. PIB had total assetd1@5
million and four bank locations in the Seattle rmetrea. On a combined basis, BBCN now has 45 aptating
branches with 27 in Southern CA (Los Angeles matea), 3 in Northern CA (San Francisco metro aia),
Seattle WA, 2 in Chicago IL, and 7 in the New Ybikiv Jersey metro area. A total of five loan prauuncoffices
operate in Northern CA (1), Seattle WA (1), Den€& (1), Dallas TX (1), and Atlanta GA (1). As &/31/14
BBCN had total assets of $7.1 billion.

Business Overview/Operating Strategy

BBCN'’s primary focus is serving the Korean-Americammunities in Southern/Northern CA, Seattle, @oag
and the New York City/New Jersey metropolitan areBse bank offers deposit services, money markets,
certificates of deposits, and a variety of loansustomers comprised mainly of small-to-mid sizeibesses and
individuals in its service territories. The loamsiness consists of commercial business/real estatie finance,
and SBAs. BBCN provides cash management senacies husiness customers. Its website offers metelbanking
services/applications in both Korean and American.

The recent acquisition of Pacific International B&RIB) increased BBCN'’s banking footprint by adglih
branches in Seattle WA. Additionally, it added $18illion in loans and $143 million in deposits tBBN’s
balance sheet. Management believes this makes BBENominant Korean-American Bank in the Seattleone
area, which is a key area for the trans-Pacifiddriane between North America and eastern Asiaitiddally, the
PIB acquisition is accretive to BBCN'’s earnings3fy02-$0.04/share on an annual basis.

During 2Q13 BBCN merged with Foster Bank, head@gued in Chicago IL. Foster Bank is another finahci
institution serving the Korean-American communityGhicago and the Washington DC metropolitan aréaster
Bank’s total assets were $412.6 million with $32@&i8lion in total loans and $357.4 million in tot@déposits. Upon
completion of the deal, BBCN added 10 branch officeChicago and a full service branch in Annantéie

FUTURE GROWTH/ACQUISITIONS: BBCN has stated itseint to grow total assets from approximately $7.1
billion to $8 billion. Management believes thisdze done through organic growth & acquiring othemnks serving
the Korean-American Community in regions complinmagtor help expand, BBCN'’s existing service temigs.
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Recent Earnings

BBCN reported 1Q15 earnings of $0.27/share vs.8éhare during 1Q14. When comparing the two qrartet
income decreased to $21.4 million, from $22.2 wiillias an increase in total interest income wasebffy a rise in
interest expense and noninterest expense. ROAR&tkboth declined, to 1.19% from 1.36%, and t&®fom
10.8%, respectively. Net interest margin decrease&d87% from 4.29% and BBCN'’s efficiency raticeato
51.4% from 47.69%. Total assets increased 9% @/Hillion, loans grew 10% to $5.71 billion, anebdsits rose
9% to $5.80 billion.

Net interest income, before loan loss provisionsrgased slightly to $65.1 million from $65.0 nahi
Diminishing acquisition accounting adjustments eal®wer net addition to increase BBCN'’s pre-tacome,
totaling $3.87 million during 1Q15 versus $6.16lioil during 1Q14. Provision for loan losses fell53% to $1.5
million from $3.0 million.

Net interest margin decreased to 3.87% from 4.28%sults were affected by diminishing acquisitionaunting
adjustments and lower yields on interest beariggtas Acquisition accounting adjustments incre&#®aGN’s net
interest margins by 26 basis points during 1Q15pamed to improving it 47 basis points during 1QF&ctoring
these out, net interest margin rose fell to 3.648nf3.82%.

Overall average loans receivable for 1Q15 incre®8é versus 2Q14’s level. The weighted averagé&ractual
rate on fixed loans declined to 4.72% from 4.90% aariable loans decreased to 4.14% from 4.33%CBBtated
the lower rate on fixed and variable loans wastdugevery competitive lending environment. Durii@15 BBCN
extended $129 million in commitments to commercigtomers and funded $99 million in new C&l loans.
Overall, $351 million in new loan originations oc@d during 1Q15, which represented a 15% increase 1Q14,
and SBA loan originations increased 52% to $65iomill

Non-interest income increased 1% to $11.2 millimmf $11.1 million. The improvement was driven bg amount
of gain on SBA loan sales increasing to $3.0 millimm $2.7 million. Net sales on sales of oth@mni® rose
($182,000 vs. $0), as did net gains on sales afrgms available for sale ($424,000 vs. $0). Ehessitives were
partly offset by decreases in deposit account serf@es ($3.1 million vs. $3.5 million), other imse/fees ($4.4
million vs. $4.5 million, and net gains on OREOesa{$110,000 vs. $406,000).

Total interest expense rose 12% to $9.43 milliemf$8.39 million. The increase resulted from a li6ésease in
interest on deposits ($7.75 million vs. $6.69 mill and was partly offset by a 1% decline in irdemn other
borrowings ($1.68 million vs. $1.7 million). Exdung the effect of premium amortization on time ol&ifs
assumed in BBCN'’s recent acquisitions, the weighiegtage cost of deposits increased 3 basis parhikg the
cost of core deposits rose 1 basis point.

Non-interest expense increased to $39.2 milliomf&86.3 million. The increase was mainly dueitghar
salaries/employees benefits ($21.2 million vs. $18illion) resulting from BBCN'’s recent acquisit®n The
number of full time employees rose to 933 from 868 salaries when comparing the two quarters. thwtdilly,
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expenses increased in data processing/communisg®@m million vs. $2.1 million), credited relatedpenses
($2.2 million vs. $1.4 million), advertising/markeg($1.4 million vs. $1.1 million), professionakf® ($1.4 million
vs. $1.3 million), and FDIC assessments ($1.1 amiliis. $1.0 million). These were partly offsetdecreases in
other expenses ($2.6 million vs. $3.6 million) anerger/integration ($52,000 vs. $173,000).

The credit metrics of BBCN's portfolio produced x@&d results. Total non-performing loans rose t6.$nillion
from $84.8 million as a decline in delinquent loamsnon-accrual status ($38.9 million vs. $47.3iam) was more
than offset by an increase in accruing restructioads ($57.9 million vs. $37.5 million). Totalrf@ming
assets/total assets rose to 1.6% from 1.57% aodaaiice for loan losses/non-accrual loans increts@@9.57%
from 138.86%. However, there were improvementson-accrual loans/loans receivable (0.68% vs. 0)91%
allowance for loan losses /loans receivables (1.22%.27%), allowance for loan losses/non-perfagioans
(72% vs. 77.4%), and allowance for loan lossesfmenfierming assets (59.9% vs. 62.7%).

Our Thoughts

BBCN's earnings of $0.27/share during 1Q15 wereegally in line with expectations as the bank camtis to
transition into a larger entity from where it wagears ago. Recent acquisitions have increasgedgraphical
footprint and the bank’s overall size. BBCN hagpiioved the credit metrics of its loan portfolioeafthe
acquisitions added weak loans to its portfolio. nsigement is now focused on growing loans and offesiher
services to customers such as equipment leasisigergial mortgages, credit card, and wealth mamagée
services. The company anticipates these couldrgenprofits for BBCN by 2017.

Given a scenario of increased cash flow/earningsmgthe next two years, BBCN'’s shares appear wadieed
trading at 1.27x book value. Our price targetlis.80/share, equating to 12.7x our 2015 earnintysh&t® of
$1.25/share. We recommend this stock for growtbfime investors based upon earnings growth genéirated
recent acquisitions and new product offerings ®st@mers. Additionally, this stock pays an attraetiwvidend yield
of 2.8% with the potential of future dividend inases based on earnings growth. BBCN is rated a.BUY
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Risks

There is no guarantee BBCN will improve earningsiicbow. An economic slowdown could adversely intthe company’s
earnings/loan portfolio. Rising interest ratesétibn, increase regulatory compliance expensejssues, or rising operating
costs could negatively impact BBCN's earnings. BBGstock may be adversely impacted by negativéyégredit markets,
terrorist attacks, and failure to comply with Sarbs Oxley guidelines. Additionally, given its stradp nature, there is
limited liquidity in the trading of this stock. Gin the relatively small amount of daily tradingiaty of daily trading in
BBCN's stock, any increase in trading volume caifghificantly accelerate the volatility of its skasrice movement.

Steve Marascia

Director of Research

Capitol Securities Management
804-612-9715
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Interest Income

Interest Expense

et Interest Income before loan losses
Provision for loan losses

Met Interest income net loan loss provisions

Non-Interest Income
MNon-Interest Expense

Income before income taxes

Income taxes

Net Income

Dividends/disc. accretion on pref stock

Net Income available to common stock

Diluted Eamings Per Share

1Q14

$73,354
8,338
64 966
2,028
61,940

11,095
36,275

36,760
14,564
22,196

$22,196

$0.28

EBCM Bancorp, Inc. & Subsidiaries
{in thousands, except per share amounts)

2Q14 3Q14 4Q14 2014 1Q15
§76,453  §77,084 $75,767 $302,657 $74,554
8963 9177 9,633 36,060 9,431
67 490 67,907 68,234 266,597 65123
2,996 4,256 2,360 12,638 1,500
64 494 63,651 63,874 253 959 63,623
10492 11,369 12,050 45,007 11,205
37738 39,420 38,010 152444 39,234
37247 25,600 36,014 146522 35,594
14,935 14,180 14,227 57 907 14,236
22312 21,420 22,687 85615 21,358
$22312  $21420 $22687 $88615 $21,358
$0.28 $027 $0.29 $1.11 $027

2Q15¢

$77 654
8 569
69,185
1,358
67,827

12,588
39487

40,929

15,553

25,376
$25,376

$0.32

3Q15e

$77,921
8,328
69,503
2,348
67,245

14,108
39,588

41,765

15871

25594
$05,304

$0.33

4Q15e

$78,231
8428
69,803
2462
67 341

15,347
38885

42,803

16,608

26,195
$26:195

$0.33

2015¢e

$308 260
34,756
273,704
7,668
266,136

53,249
158,194

181,091
52,266
96,623

$98,823

$1.25
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Important Disclosures
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5/09/13 $12.80 Initiate BUY & $15.30 px target
9/09/13 Raise price target to $15.90

Ratings:

Buy: B

Hold: H

Sell: S

$15.90 px. target equates to 12.7x our 2015 earnings estimate of $1.25

Steven Marascia certifies, with respect to the companies or securities that he analyzes, that (1) the views expressed in this report accurately reflect his personal views about all of the
subject companies and securities and (2) no part of his compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report.
Stock ratings used in this report are defined as follows:

(1) Buy — The stock’s total return including dividends is expected to exceed the industry or market average by at least 10% over the next twelve months.

(2) Hold — The stock’s total return including dividends is expected to be in line with the industry or market average of +/- 10% over the next twelve months.

(3) Sell — The Stock’s total return including dividends is expected to be below the industry or market average by 10% or more over the next twelve months.

The distribution of investment ratings for all companies in our coverage universe are as follows: (1) 43%, (2) 57%, (3) 0%The distribution of investment ratings used for companies
whom we have performed banking services in the last 12 months are (1) 0%, (2) 0%, (3) 0%

Capitol Securities Management’s Investment Banking/Public Finance unit has not received compensation for investment banking services from the subject company in the past 12
months. Nor does it expect to receive, or intend to seek compensation for, investment banking services from the subject company in the next 3 months.

No affiliate of Capitol Securities Management, or Capitol Securities Management, received compensation from the subject company for products or services during the past 12
months.

The subject company is not, or during the past 12 months, was not, a client of Capitol Securities Management's Investment Banking/Public Finance unit.
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Other Disclosures

This report is not directed to, or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation or which would subject Capitol Securities or its affiliates to any registration or licensing requirement within such jurisdiction. The information
presented in this report is provided to you for information purposes only and is not to be used or considered as an offer or the solicitation of an offer to sell or buy or subscribe for securities or other financial
instruments. Capitol Securities may not have taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. Capitol Securities will not treat recipients of this report as
its customers by virtue of their receiving this report. The investments and services contained or referred to in this report may not be suitable for you and it is recommended that you consult an independent
investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation that any investment or
strategy is suitable or appropriate to your individual circumstances, or otherwise constitutes a personal recommendation to you. Capitol Securities does not advise on the tax consequences of investments and you
are advised to contact an independent tax advisor. Information and opinions presented in this report have been obtained or derived from sources believed by Capitol Securities to be reliable, but Capitol Securities

makes no representation as to their accuracy or completeness. This report is not to be relied upon in substitution for the exercise of independent judgment. Capitol Securities may have issued, and may in the
future issue, other reports that are inconsistent with, and reach different conclusions from, the informationpresented in this report. Past performance should not be taken as an indication or guarantee of future
performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment at its original date of
publication by Capitol Securities and are subject to change without notice. The price,value of and income from any of the securities mentioned in this report can fall as well as rise.

For moreinformation on thisreport, please contact us at 800.612.1484 or write to Capitol Securities, 100 Concourse
Boulevard, Suite 101, Glen Allen, Virginia 23059



