
TRUSTMARK CORP
Form 10-K
February 27, 2013

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C.  20549

FORM 10-K

xANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
for the fiscal year ended December 31, 2012
or
oTRANSITION REPORT PURSUANT TO SECTION 13 OF 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

Commission file number 000-3683

TRUSTMARK CORPORATION
(Exact name of Registrant as specified in its charter)

MISSISSIPPI 64-0471500
(State or other jurisdiction of incorporation

or organization)
(IRS Employer Identification Number)

248 East Capitol Street, Jackson, Mississippi 39201
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area
code:

(601) 208-5111

Securities registered pursuant to Section 12(b) of the Act:
Common Stock, no par value NASDAQ Stock Market

(Title of Class) (Name of Exchange on Which Registered)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes þ          No o

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.
Yes o          No þ

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to fi le such reports) ,  and (2) has been subject  to such fi l ing requirements for the past  90
days.  Yes þ          No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if

Edgar Filing: TRUSTMARK CORP - Form 10-K

1



any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).  Yes þ          No o

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company.  See definition of “large accelerated filer,” “accelerated filer,” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.  (Check one):

Large accelerated filer þ Accelerated filer o Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller
reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act.)
Yes o          No þ

Based on the closing sales price at June 30, 2012, the last business day of the registrant’s most recently completed
second fiscal quarter, the aggregate market value of the shares of common stock held by nonaffiliates of the registrant
was approximately $1.436 billion.

As of January 31, 2013, there were issued and outstanding 64,820,414 shares of the registrant’s Common Stock.

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the Proxy Statement for Trustmark’s 2013 Annual Meeting of Shareholders to be held May 7, 2013 are
incorporated by reference into Part III of the Form 10-K report.

Edgar Filing: TRUSTMARK CORP - Form 10-K

2



TRUSTMARK CORPORATION

ANNUAL REPORT ON FORM 10-K

TABLE OF CONTENTS

PART I PAGE
Item 1. Business 3
Item 1A. Risk Factors 17
Item 1B. Unresolved Staff Comments 23
Item 2. Properties 23
Item 3. Legal Proceedings 23
Item 4. Mine Safety Disclosures 25

PART II
Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer

Purchases of Equity Securities
25

Item 6. Selected Financial Data 27
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 29
Item 7A. Quantitative and Qualitative Disclosures About Market Risk 75
Item 8. Financial Statements and Supplementary Data 77
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 146
Item 9A. Controls and Procedures 146
Item 9B. Other Information 147

PART III
Item 10. Directors, Executive Officers of the Registrant and Corporate Governance 148
Item 11. Executive Compensation 148
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder

Matters
148

Item 13. Certain Relationships and Related Transactions, and Director Independence 148
Item 14. Principal Accounting Fees and Services 148

PART IV
Item 15. Exhibits, Financial Statement Schedules 149

SIGNATURES 153

2

Edgar Filing: TRUSTMARK CORP - Form 10-K

3



Table of Contents

Forward-Looking Statements

Certain statements contained in this Annual Report on Form 10-K constitute forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995. You can identify forward-looking statements by
words such as “may,” “hope,” “will,” “should,” “expect,” “plan,” “anticipate,” “intend,” “believe,” “estimate,” “predict,” “potential,” “continue,”
“could,” “future” or the negative of those terms or other words of similar meaning. You should read statements that
contain these words carefully because they discuss our future expectations or state other “forward-looking” information.
These forward-looking statements include, but are not limited to, statements relating to anticipated future operating
and financial performance measures, including net interest margin, credit quality, business initiatives, growth
opportunities and growth rates, among other things, and encompass any estimate, prediction, expectation, projection,
opinion, anticipation, outlook or statement of belief included therein as well as the management assumptions
underlying these forward-looking statements. You should be aware that the occurrence of the events described under
the caption Item 1A. Risk Factors in this report could have an adverse effect on our business, results of operations and
financial condition. Should one or more of these risks materialize, or should any such underlying assumptions prove to
be significantly different, actual results may vary significantly from those anticipated, estimated, projected or
expected.

Risks that could cause actual results to differ materially from current expectations of Management include, but are not
limited to, changes in the level of nonperforming assets and charge-offs, local, state and national economic and market
conditions, including the extent and duration of the current volatility in the credit and financial markets, changes in
our ability to measure the fair value of assets in our portfolio, material changes in the level and/or volatility of market
interest rates, the performance and demand for the products and services we offer, including the level and timing of
withdrawals from our deposit accounts, the costs and effects of litigation and of unexpected or adverse outcomes in
such litigation, our ability to attract noninterest-bearing deposits and other low-cost funds, competition in loan and
deposit pricing, as well as the entry of new competitors into our markets through de novo expansion and acquisitions,
economic conditions, including the potential impact of the European financial crisis on the U.S. economy and the
markets we serve, and monetary and other governmental actions designed to address the level and volatility of interest
rates and the volatility of securities, currency and other markets, the enactment of legislation and changes in existing
regulations, or enforcement practices, or the adoption of new regulations, changes in accounting standards and
practices, including changes in the interpretation of existing standards, that affect our consolidated financial
statements, changes in consumer spending, borrowings and savings habits, technological changes, changes in the
financial performance or condition of our borrowers, changes in our ability to control expenses, changes in our
compensation and benefit plans, greater than expected costs or difficulties related to the integration of acquisitions or
new products and lines of business, natural disasters, environmental disasters, acts of war or terrorism, the ability to
maintain relationships with customers, employees or suppliers as well as the ability to successfully integrate the
business and realize cost savings and any other synergies from the BancTrust Financial Group, Inc., (BancTrust)
merger as well as the risk that the credit ratings of the combined company or its subsidiaries may be different from
what the companies expect, and other risks described in our filings with the Securities and Exchange Commission.

Although we believe that the expectations reflected in such forward-looking statements are reasonable, we can give no
assurance that such expectations will prove to be correct. Except as required by law, we undertake no obligation to
update or revise any of this information, whether as the result of new information, future events or developments or
otherwise.

PART I

ITEM 1.  BUSINESS

The Corporation
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Description of Business

Trustmark Corporation (Trustmark), a Mississippi business corporation incorporated in 1968, is a bank holding
company headquartered in Jackson, Mississippi.  Trustmark’s principal subsidiary is Trustmark National Bank (TNB),
initially chartered by the State of Mississippi in 1889.  At December 31, 2012, TNB had total assets of $9.717 billion,
which represents approximately 99% of the consolidated assets of Trustmark.

Through TNB and its other subsidiaries, Trustmark operates as a financial services organization providing banking
and other financial solutions through approximately 170 offices and 2,666 full-time equivalent associates located in
the states of Mississippi, Tennessee (in Memphis and the Northern Mississippi region, which is collectively referred to
herein as Trustmark’s Tennessee market), Florida (primarily in the northwest or “Panhandle” region of that state which is
referred to herein as Trustmark’s Florida market) and Texas (primarily in Houston, which is referred to herein as
Trustmark’s Texas market).  On February 15, 2013, Trustmark completed its merger with BancTrust Financial Group,
Inc. (BancTrust).  BancTrust had 49 offices throughout Alabama and the Florida Panhandle with $1.2 billion in loans
and $1.7 billion in deposits at December 31, 2012.  The principal products produced and services rendered by TNB
and Trustmark’s other subsidiaries are as follows:

Trustmark National Bank

Commercial Banking – TNB provides a full range of commercial banking services to corporations and other business
customers.  Loans are provided for a variety of general corporate purposes, including financing for commercial and
industrial projects, income producing commercial real estate, owner-occupied real estate and construction and land
development.  TNB also provides deposit services, including checking, savings and money market accounts and
certificates of deposit as well as treasury management services.

Consumer Banking – TNB provides banking services to consumers, including checking, savings, and money market
accounts as well as certificates of deposit and individual retirement accounts.  In addition, TNB provides consumer
customers with installment and real estate loans and lines of credit.

Mortgage Banking – TNB provides mortgage banking services, including construction financing, production of
conventional and government insured mortgages, secondary marketing and mortgage servicing.  At December 31,
2012, TNB’s mortgage loan portfolio totaled approximately $1.088 billion, while its portfolio of mortgage loans
serviced for others, including, Federal National Mortgage Association (FNMA), Federal Home Loan Mortgage
Corporation (FHLMC) and Government National Mortgage Association (GNMA), totaled approximately $5.171
billion.

Insurance – TNB provides a competitive array of insurance solutions for business and individual risk management
needs. Business insurance offerings include services and specialized products for medical professionals, construction,
manufacturing, hospitality, real estate and group life and health plans.  Individual customers are also provided life and
health insurance, and personal line policies.  TNB provides these services through Fisher Brown Bottrell Insurance,
Inc. (FBBI), a Mississippi corporation which is based in Jackson, Mississippi.
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Wealth Management and Trust Services – TNB offers specialized services and expertise in the areas of wealth
management, trust, investment and custodial services for corporate and individual customers.  These services include
the administration of personal trusts and estates as well as the management of investment accounts for individuals,
employee benefit plans and charitable foundations.  TNB also provides corporate trust and institutional custody,
securities brokerage, financial and estate planning, retirement plan services as well as life insurance and other risk
management services provided by FBBI.  TNB’s wealth management division is also served by Trustmark Investment
Advisors, Inc. (TIA), a Securities and Exchange Commission (SEC)-registered investment adviser.  TIA provides
customized investment management services for TNB customers. During the third quarter of 2012, Trustmark
completed the sale and reorganization of $929.0 million of assets managed by TIA for the Performance Funds Trust
(Performance Funds) to Federated Investors, Inc. (Federated) and certain of Federated’s subsidiaries, pursuant to the
terms of the previously announced definitive agreement between Federated, TIA, and TNB.  TIA no longer serves as
investment adviser or custodian to the Performance Funds.  However, Performance Funds held by Trustmark wealth
management clients at the time of the reorganization were converted to various pre-determined Federated funds, and
remain in Trustmark wealth management accounts.  At December 31, 2012, Trustmark held assets under management
and administration of $6.610 billion and brokerage assets of $1.316 billion.

Somerville Bank & Trust Company

Somerville Bank & Trust Company (Somerville), headquartered in Somerville, Tennessee, provides banking services
in the eastern Memphis metropolitan statistical area (MSA) through five offices.  At December 31, 2012, Somerville
had total assets of $202.9 million.

Capital Trusts

Trustmark Preferred Capital Trust I (Trustmark Trust) is a Delaware trust affiliate formed in 2006 to facilitate a
private placement of $60.0 million in trust preferred securities.  As defined in applicable accounting standards,
Trustmark Trust  i s  considered a  var iable  in teres t  ent i ty  for  which Trustmark is  not  the  pr imary
beneficiary.  Accordingly, the accounts of the trust are not included in Trustmark’s consolidated financial statements.

Strategy

Trustmark seeks to be a premier diversified financial services company in its markets, providing a broad range of
banking, wealth management and insurance solutions to its customers.  Trustmark’s products and services are designed
to strengthen and expand customer relationships and enhance the organization’s competitive advantages in its markets,
as well as to provide cross-selling opportunities that will enable Trustmark to continue to diversify its revenue and
earnings streams.
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The following table sets forth summary data regarding Trustmark’s securities, loans, assets, deposits, equity and
revenues over the past five years.

Summary Information
($ in thousands)

December 31, 2012 2011 2010 2009 2008
Securities $2,699,933 $2,526,698 $2,318,096 $1,917,380 $1,802,470
Total securities growth $173,235 $208,602 $400,716 $114,910 $1,085,029
Total securities growth 6.86 % 9.00 % 20.90 % 6.38 % 151.24 %

Loans * $5,726,318 $5,934,288 $6,060,242 $6,319,797 $6,722,403
Total loans decline $(207,970 ) $(125,954 ) $(259,555 ) $(402,606 ) $(318,389 )
Total loans decline -3.50 % -2.08 % -4.11 % -5.99 % -4.52 %

Assets $9,828,667 $9,727,007 $9,553,902 $9,526,018 $9,790,909
Total assets growth (decline) $101,660 $173,105 $27,884 $(264,891 ) $824,107
Total assets growth (decline) 1.05 % 1.81 % 0.29 % -2.71 % 9.19 %

Deposits $7,896,517 $7,566,363 $7,044,567 $7,188,465 $6,823,870
Total deposits growth (decline) $330,154 $521,796 $(143,898 ) $364,595 $(45,402 )
Total deposits growth (decline) 4.36 % 7.41 % -2.00 % 5.34 % -0.66 %

Equity $1,287,369 $1,215,037 $1,149,484 $1,110,060 $1,178,466
Total equity growth (decline) $72,332 $65,553 $39,424 $(68,406 ) $258,830
Total equity growth (decline) 5.95 % 5.70 % 3.55 % -5.80 % 28.14 %

Years Ended December 31,
Revenue ** $516,179 $508,797 $517,950 $522,451 $496,418
Total revenue growth (decline) $7,382 $(9,153 ) $(4,501 ) $26,033 $33,188
Total revenue growth (decline) 1.45 % -1.77 % -0.86 % 5.24 % 7.16 %

*  - Includes loans held for investment and acquired loans
**  - Consistent with Trustmark's audited financial statements, revenue is defined as net interest income plus
noninterest income

For additional information regarding the general development of Trustmark’s business, see Selected Financial Data and
Management’s Discussion and Analysis of Financial Condition and Results of Operations in Items 6 and 7 of this
report.
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Geographic Information

The following table shows Trustmark’s percentage of loans, deposits and revenues for each of the geographic regions
in which it operates as of and for the year ended December 31, 2012 ($ in thousands):

Loans (3) Deposits Revenue (4)
Amount % Amount % Amount %

Mississippi (1) $4,010,197 70.1 % $5,749,711 72.8 % $385,179 74.6 %
Tennessee (2) 493,794 8.6 % 1,288,543 16.3 % 51,402 10.0 %
Florida 408,943 7.1 % 414,312 5.3 % 38,813 7.5 %
Texas 813,384 14.2 % 443,951 5.6 % 40,785 7.9 %
    Total $5,726,318 100.0 % $7,896,517 100.0 % $516,179 100.0 %

(1) - Mississippi includes Central and Southern Mississippi Regions
(2) - Tennessee includes Memphis, Tennessee and Northern Mississippi Regions
(3) - Includes loans held for investment and acquired loans.
(4) - Consistent with Trustmark’s audited financial statements, revenue is defined as net interest income plus
noninterest income

On February 15, 2013, Trustmark completed its merger with BancTrust.  BancTrust had 49 offices located throughout
Alabama and the Florida Panhandle. Consummation of the merger provided Trustmark with entry into the Alabama
market and increased Trustmark’s presence in the Florida Panhandle.

Segment Information

For the year ended December 31, 2012, Trustmark operated through three operating segments - General Banking,
Insurance and Wealth Management.  The table below presents segment data regarding net interest income, provision
for loan losses, net, noninterest income, net income and average assets for each segment for the last three years ($ in
thousands):

Years ended December 31,
2012 2011 2010

General Banking
Net interest income $336,362 $344,415 $347,607
Provision for loan losses, net 12,188 30,185 49,551
Noninterest income 122,421 109,601 115,934
Net income 108,975 100,568 93,025
Average assets 9,658,924 9,436,557 9,136,491

Wealth Management
Net interest income $4,327 $4,256 $4,174
Provision for loan losses, net 106 143 (5 )
Noninterest income 24,565 23,300 22,243
Net income 3,823 2,810 3,975
Average assets 78,567 81,472 89,240

Insurance
Net interest income $301 $272 $242
Noninterest income 28,203 26,953 27,750
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Net income 4,485 3,463 3,636
Average assets 65,560 65,414 66,096

For more information on Trustmark’s Segments, please see Results of Segment Operations in Item 7 - Management’s
Discussion and Analysis of Financial Condition and Results of Operations and Note 21 - Segment Information
included in Item 8 - Financial Statements and Supplementary Data, which are located elsewhere in this report.

The Current Economic Environment

While the economy has shown moderate signs of improvement, lingering economic concerns resulting from the
cumulative weight of soft U.S. labor markets, the Eurozone crisis, slowing growth in emerging markets and
uncertainty regarding the effects of the resolution of the U.S. “fiscal cliff,” have tempered any optimism for economic
improvement during 2013.  U.S. employment reported gradual improvements during 2012, adding an average of
approximately 153,000 net new positions each month and lowering the national unemployment rate from a reported
8.3% in January 2012 to 7.8% in December 2012.  Consumer confidence, which had reported improvements at the
end of the third quarter of 2012, reported sharp declines during the fourth quarter of 2012.  The turnaround in
expectations was most likely a result of uncertainty surrounding the resolution of the U.S. “fiscal cliff.”  Historically low
interest rates resulted in increased demand for mortgage loans, business loans, and other credit.  The U.S. housing
market reported continued improvements during the year with an approximate 8% increase in home sales.  Sales
inventory of existing homes fell to a reported 2.14 million in October 2012, the lowest level since February 2006,
while both multifamily and single-family housing starts reported increases during the year.  The banking and financial
services industry also reported improvements during 2012.  In the Federal Deposit Insurance Corporation’s (FDIC)
third quarter 2012 “Quarterly Banking Profile,” insured institutions reported the highest quarterly earnings by the
industry since the third quarter of 2006, increases in loan balances for the fifth time in the last six quarters, a decline in
provisions for loan losses year over year for the twelfth consecutive quarter, and the smallest number of institution
failures since the fourth quarter of 2008. Doubts surrounding the sustainability of these signs of improvement are
expected to persist for some time, especially as the magnitude of economic distress facing the local markets in which
Trustmark operates places continued pressure on asset growth, asset quality and earnings, with the potential for
undermining the stability of the banking organizations that serve these markets.
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The European financial crisis has created risks and uncertainties affecting the global economy.  As global markets
react to the European financial crisis and potential economic policy changes in Europe, assets, liabilities and cash
flows with no direct connection to the Eurozone could be influenced.  The potential impact on markets within the
United States and on the economy of the United States is difficult to predict.  Trustmark has no direct or indirect
exposure to any debt of European sovereign or non-sovereign issuers, nor is it dependent upon any funding sources in
the Eurozone for any short- or long-term liquidity.  However, Trustmark, as a member of the global economy, could
be indirectly affected if events in the Eurozone broadly cause widening of interest rate spreads or otherwise increase
global market volatility.

Management has continued to carefully monitor the impact of illiquidity in the financial markets, values of securities
and other assets, loan performance, default rates and other financial and macro-economic indicators, in order to
navigate the challenging economic environment.  In response to this analysis, Management has continued to reduce
certain loan categories, including land development, other land loans and indirect consumer auto loans.  Overall, loans
held for investment (LHFI) totaled $5.593 billion at December 31, 2012 compared to $5.857 billion at December 31,
2011, a decrease of $264.7 million, or 4.5%.  The decline during 2012 is directly attributable to paydowns in 1-4
family mortgage loans as well as the decision in prior years to discontinue indirect consumer auto loan financing.  The
1-4 family mortgage loan portfolio declined $263.5 million due to paydowns in the portfolio since December 31,
2011, as many customers continued to take advantage of opportunities to refinance existing mortgages at historically
low interest rates.  Trustmark has elected to sell the vast majority of these lower rate longer term mortgage loans in the
secondary market rather than replacing the runoff in this portfolio.  Based on the interest rate spread, Management felt
it was more profitable to sell these lower rate longer term mortgage loans than to record the loans on the balance sheet
and add liquidity and interest rate risk for TNB.  The consumer loan portfolio decrease of $72.1 million, or 29.6%,
primarily represents a decrease in the indirect consumer auto portfolio. The indirect consumer auto portfolio balance
at December 31, 2012 was $25.5 million compared with $86.9 million at December 31, 2011.

Managing credit risks resulting from current economic and real estate market conditions continues to be a primary
focus for Trustmark.  To help manage its exposure to credit risk, Trustmark has continued to utilize several of the
resources put into place during 2008.  At that time, to address the downturn in the Florida real estate market,
Trustmark established a dedicated problem asset working group.  This group is composed of experienced lenders and
continues to manage problem assets in the Florida market.  In addition, a special committee of executive management
continues to provide guidance while monitoring the resolutions of problem assets. Aside from these processes,
Trustmark continues to conduct quarterly reviews and assessments of all criticized loans in all its markets.  These
comprehensive assessments, which long pre-date the recent economic recession, include the formulation of action
plans and updates of recent developments on all criticized loans.

Trustmark’s credit quality indicators continued to experience significant improvements during 2012.  Nonperforming
assets, excluding acquired loans and covered other real estate, were $160.6 million at December 31, 2012, a decrease
of $29.0 million, or 15.3%, when compared to December 31, 2011.  Nonperforming assets, excluding acquired loans
and covered other real estate, at December 31, 2012, represent the lowest level since year-end 2008 and a decline of
37.4% from the peak of $256.7 million at March 31, 2010.  Net charge-offs for 2012 decreased by $16.2 million to
$17.5 million while the provision for loan losses for LHFI also decreased to $6.8 million during 2012, a decline of
$22.9 million, or 77.2%.  During 2012, Trustmark experienced a $61.5 million, or 19.5%, decline in classified LHFI
and a $71.9 million, or 18.0%, decline in criticized LHFI when compared to the prior year.

A troubled debt restructuring (TDR) occurs when a borrower is experiencing financial difficulties, and for related
economic or legal reasons, a concession is granted to the borrower that Trustmark would not otherwise
consider.  Trustmark continues to make loan modifications to improve the collectibility of LHFI as borrowers react to
financial conditions resulting from the recent economic recession.  LHFI classified as TDRs totaled $24.3 million at
December 31, 2012, a decrease of $9.9 million, or 29.0%, when compared to December 31, 2011.  Trustmark’s TDRs
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have resulted primarily from loan modifications allowing borrowers to pay interest only for an extended period of
time rather than from debt forgiveness.  At December 31, 2012, $21.6 million, or 88.9%, of Trustmark’s TDRs were
credits with interest-only payments for an extended period of time.
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TNB did not make significant changes to its loan underwriting standards during 2012.  TNB’s willingness to make
loans to qualified applicants that meet its traditional, prudent lending standards has not changed.  TNB adheres to
interagency guidelines regarding concentration limits of commercial real estate loans.  As a result of the continued
economic uncertainty, TNB remains cautious in granting credit involving certain categories of real estate as well as in
making exceptions to its loan policy.

Trustmark has also continued to dedicate staff to mitigate foreclosure of primary residences on borrowers who are
subject to adverse financial conditions in the current economic environment.  Loss mitigation counselors and
additional support staff have been utilized to accommodate loss mitigation activity.  Trustmark continues to utilize
personnel in its collections department and has conducted regular training of its personnel on foreclosure
mitigation.  In some cases, Trustmark may make deferred payment arrangements with such borrowers on a short-term
basis.  Likewise, Trustmark continues to follow FNMA, FHLMC and GNMA guidelines for foreclosure moratoriums
in its portfolio of loans serviced for others.

Mortgage loan modifications made to date have substantially all occurred on loans serviced for outside
investors.  During 2010, Trustmark established an in-house mortgage modification program.  The program is focused
on extending loan maturities, which results in a reduced payment for those customers meeting program
criteria.  Demand for this program continues to be very limited.  As for new loan originations, primarily those
intended for sale in the secondary market, Trustmark follows the underwriting standards of the relevant government
agencies.  As those agencies have revised standards on new originations, so has Trustmark.  During 2012, Trustmark
continued to allocate the appropriate resources to fully comply with all investor underwriting requirements.

Trustmark is subject to losses in its loan servicing portfolio due to foreclosures on residential mortgage loans sold in
the secondary market.  Trustmark has obligations to either repurchase the outstanding principal balance of a mortgage
loan or make the purchaser whole for the economic benefits of a mortgage loan if it is determined that the mortgage
loan sold was in violation of representations or warranties made by Trustmark at the time of the sale, herein referred to
as mortgage loan servicing putback expenses.  Such representations and warranties typically include those made
regarding mortgage loans that had missing or insufficient file documentation and/or mortgage loans obtained through
fraud by borrowers or other third parties.  Putback requests may be made until the loan is paid in full.  When a putback
request is received, Trustmark evaluates the request and takes appropriate actions based on the nature of the
request.  Effective January 1, 2013, Trustmark is required by FNMA and FHLMC to provide a response to putback
requests within 60 days of the date of receipt.  Currently, putback requests primarily relate to 2005 through 2008
vintage mortgage loans and to government sponsored entity-guaranteed mortgage-backed securities.  Total mortgage
loan servicing putback expense incurred by Trustmark in 2012 was $8.0 million, an increase of $2.9 million when
compared to 2011.  During the second quarter of 2012, Trustmark updated its quarterly analysis of mortgage loan
putback exposure.  This analysis, along with recent mortgage industry trends, resulted in Trustmark providing an
additional reserve of approximately $4.0 million in the second quarter.  At December 31, 2012, the reserve for
mortgage loan servicing putback expenses was $7.8 million compared to $4.3 million at December 31, 2011.

Total deposits were $7.897 billion at December 31, 2012, compared with $7.566 billion at December 31, 2011, an
increase of $330.2 million, or 4.4%.  Deposit growth was driven by increases in both noninterest-bearing and
interest-bearing deposits of $220.8 million and $109.4 million, respectively.  Trustmark experienced
noninterest-bearing deposit growth in all categories, with the Bay Bank & Trust Co. (Bay Bank) acquisition
contributing $46.2 million.  The increase in interest-bearing deposits resulted primarily from growth in personal
checking and savings accounts, with Bay Bank contributing $132.7 million in various types of interest-bearing
deposits. However, time deposit account balances, excluding Bay Bank, declined by $222.2 million as Trustmark
continued its efforts to reduce high-cost deposit balances.  A portion of the decline in time deposit balances was offset
by growth in money market balances due to customer preference for liquidity in today’s interest rate environment.
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For additional discussion of the impact of the current economic environment on the financial condition and results of
operations of Trustmark and its subsidiaries, see Management’s Discussion and Analysis of Financial Condition and
Results of Operations in Item 7 of this report.

Competition

There is significant competition within the banking and financial services industry in the markets in which Trustmark
operates.  Changes in regulation, technology and product delivery systems have resulted in an increasingly
competitive environment.  Trustmark expects to continue to face increasing competition from online and traditional
financial institutions seeking to attract customers by providing access to similar services and products.
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Trustmark and its subsidiaries compete with national and state chartered banking institutions of comparable or larger
size and resources and with smaller community banking organizations.  Trustmark has numerous local, regional and
national nonbank competitors, including savings and loan associations, credit unions, mortgage companies, insurance
companies, finance companies, financial service operations of major retailers, investment brokerage and financial
advisory firms and mutual fund companies.  Because nonbank financial institutions are not subject to the same
regulatory restrictions as banks and bank holding companies, they can often operate with greater flexibility and lower
cost structures.  Currently, Trustmark does not face meaningful competition from international banks in its markets,
although that could change in the future.

At June 30, 2012, Trustmark’s deposit market share ranked within the top five positions in 84% of the 37 counties
served and in the first or second position in 51% of the counties served.  The table below presents FDIC deposit data
regarding TNB’s deposit market share by state as of June 30, 2012.

Deposit
Market
Share

Market
Mississippi 14.22 %
Texas 0.07 %
Tennessee 0.28 %
Florida 0.10 %

Services provided by the Wealth Management segment face competition from many national, regional and local
financial institutions.  Companies that offer broad services similar to those provided by Trustmark, such as other
banks, trust companies and full service brokerage firms, as well as companies that specialize in particular services
offered by Trustmark, such as investment advisors and mutual fund providers, all compete with Trustmark’s Wealth
Management segment.

Trustmark’s insurance subsidiary faces competition from local, regional and national insurance companies,
independent insurance agencies as well as from other financial institutions offering insurance products.

Trustmark’s ability to compete effectively is a result of providing customers with desired products and services in a
convenient and cost effective manner.  Customers for commercial, consumer and mortgage banking as well as wealth
management and insurance services are influenced by convenience, quality of service, personal contacts, availability
of products and services and competitive pricing.  Trustmark continually reviews its products, locations, alternative
delivery channels, and pricing strategies to maintain and enhance its competitive position.  While Trustmark’s position
varies by market, Management believes it can compete effectively as a result of local market knowledge and
awareness of customer needs.

Supervision and Regulation

The following discussion sets forth certain material elements of the regulatory framework applicable to bank holding
companies and their subsidiaries and provides certain specific information relevant to Trustmark.  The discussion is a
summary of detailed statutes, regulations and policies.  Such statutes, regulations and policies are continually under
the review of the United States Congress and state legislatures as well as federal and state regulatory agencies.  A
change in statutes, regulations or policies could have a material impact on the business of Trustmark and its
subsidiaries.  Trustmark and its subsidiaries may be affected by legislation that can change banking statutes in
substantial and unexpected ways and by the actions of the Federal Reserve Board as it attempts to control the money
supply and credit availability in order to influence the economy.
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Legislation

Trustmark is a registered bank holding company under the Bank Holding Company Act of 1956 (BHC
Act).  Trustmark and its nonbank subsidiaries are therefore subject to the supervision, examination and reporting
requirements of the BHC Act, the Federal Deposit Insurance Act (FDI Act), the regulations of the Federal Reserve
Board and the requirements imposed by the Dodd-Frank Wall Street Reform and Consumer Protection Act
(Dodd-Frank Act).  For more information on the Dodd-Frank Act and the impact to Trustmark, please see
Management’s Discussion and Analysis of Financial Condition and Results of Operations in Item 7 of this report.

The Dodd-Frank Act represents very broad legislation that expands federal oversight of the banking industry and
federal law, including under the FDI Act and the BHC Act.  For example, under the FDI Act, as amended by the
Dodd-Frank Act, federal regulators must require that depository institution holding companies serve as a source of
strength for their depository institution subsidiaries.  In addition, through its amendment to 12 U.S.C. § 1848a of the
BHC Act, the Dodd-Frank Act eliminates the strict limitations on the ability of the Federal Reserve Board to exercise
rulemaking, supervisory and enforcement authority over functionally regulated bank holding company subsidiaries.

9

Edgar Filing: TRUSTMARK CORP - Form 10-K

15



Table of Contents

Consumer Financial Protection Bureau

The Dodd-Frank Act established the Consumer Financial Protection Bureau (CFPB) within the Federal Reserve
System as an independent bureau with responsibility for consumer financial protection.  The CFPB is responsible for
issuing rules, orders and guidance implementing federal consumer financial laws.  The CFPB has primary
enforcement authority over “very large” insured depository institutions or insured credit unions and their affiliates.  An
insured depository institution is deemed “very large” if it reports assets of more than $10 billion in its quarterly Call
Report for four consecutive quarters.  For mergers, acquisitions, or combinations, the combined institution is deemed
“very large” if the sum of the total assets of the constituent institutions was more than $10 billion for four consecutive
quarterly Call Reports prior to the merger.  The CFPB has near exclusive supervision authority, including examination
authority, over these “very large” institutions and their affiliates to assess compliance with federal consumer financial
laws, obtain information about the institutions’ activities and compliance systems and procedures, and to detect and
assess risks to consumers and markets.

TNB’s total assets were $9.717 billion at December 31, 2012, and $9.612 billion at December 31, 2011.  Following the
closing of the merger of Trustmark with BancTrust Financial Group (BancTrust) on February 15, 2013, TNB had
assets of greater than $10.0 billion. The combined assets of Trustmark and BancTrust were greater than $10.0 billion
for the four quarters prior to the merger, and therefore, the merged institution will be deemed a “very large” insured
depository institution subject to CFPB supervision and enforcement authority with respect to federal consumer
financial laws beginning in the second quarter of 2013. For more information on the merger with BancTrust, please
see Note 2 - Business Combinations included in Item 8 - Financial Statements and Supplementary Data located
elsewhere in this report.

Federal Oversight Over Mergers and Acquisitions

Bank holding companies generally may engage, directly or indirectly, only in banking and such other activities as are
determined by the Federal Reserve Board to be closely related to banking.

The BHC Act requires every bank holding company to obtain the prior approval of the Federal Reserve Board before:
(i) it may acquire direct or indirect ownership or control of any voting shares of any bank if, after such acquisition, the
bank holding company will directly or indirectly own or control more than 5.0% of the voting shares of the bank; (ii)
it or any of its subsidiaries, other than a bank, may acquire all or substantially all of the assets of any bank; or (iii) it
may merge or consolidate with any other bank holding company.  The BHC Act further provides that the Federal
Reserve Board may not approve any transaction that would result in a monopoly or would be in furtherance of any
combination or conspiracy to monopolize or attempt to monopolize the business of banking in any section of the
United States, or the effect of which may be substantially to lessen competition or to tend to create a monopoly in any
section of the country, or that in any other manner would be in restraint of trade, unless the anticompetitive effects of
the proposed transaction are clearly outweighed by the public interest in meeting the convenience and needs of the
community to be served. The Federal Reserve Board is also required to consider the financial and managerial
resources and future prospects of the bank holding companies and banks concerned and the convenience and needs of
the community to be served. Consideration of financial resources generally focuses on capital adequacy, and
consideration of convenience and needs issues includes the parties’ performance under the Community Reinvestment
Act of 1977.

The BHC Act also requires Federal Reserve Board approval for a bank holding company’s acquisition of a non-insured
depository institution company.  The Federal Reserve Board must generally consider whether performance of the
activity by a bank holding company can reasonably be expected to produce benefits to the public, such as greater
convenience, increased competition, or gains in efficiency, that outweigh possible adverse effects, such as undue
concentration of resources, decreased or unfair competition, conflicts of interest, or unsound banking practices.  The
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Dodd-Frank Act gives the Federal Reserve Board express statutory authority also to consider the “risk to the stability of
the United States banking or financial system” when reviewing the acquisition of a non-insured depository institution
company by a bank holding company.

The BHC Act, as amended by the interstate banking provisions of the Riegle-Neal Interstate Banking and Branching
Efficiency Act of 1994 (Riegle-Neal Act) repealed the prior statutory restrictions on interstate acquisitions of banks by
bank holding companies, such that Trustmark may acquire a bank located in any other state, regardless of state law to
the contrary, subject to certain deposit-percentage, aging requirements, and other restrictions. The Riegle-Neal Act
also generally provided that national and state-chartered banks may branch interstate through acquisitions of banks in
other states.  The Dodd-Frank Act requires that bank holding companies be well-capitalized and well-managed to
obtain federal bank regulatory approval of an interstate acquisition.

10
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With the enactment of the Dodd-Frank Act, the FDI Act and the National Bank Act have also been amended to
remove the “opt-in” concept introduced by the Riegle-Neal Act.  Under the Riegle-Neal Act, states had been given the
option to opt-in to de novo interstate branching.  Many states did not opt-in, thereby continuing the long-standing
prohibition on de novo interstate branching by commercial banks chartered in those states. Under the Dodd-Frank Act,
the FDIC and the Office of the Comptroller of the Currency (OCC), both of which regulate TNB, now have the
authority to approve applications by insured state nonmember banks and national banks, respectively, to establish de
novo branches in states other than the bank’s home state if the law of the State in which the branch is located, or is to
be located, would permit establishment of the branch if the bank were a State bank chartered by such State.

Restrictions On Lending Limits and Affiliate Transactions

National banks, like TNB, are limited by the National Bank Act in how much they may lend to one borrower and how
much they may lend to insiders.  The Dodd-Frank Act strengthens existing restrictions on the bank’s loans to one
borrower by now including within the lending limit derivative transactions, repurchase agreements, reverse repurchase
agreements and securities lending or borrowing transactions by banks.  These provisions expand the scope of national
bank lending limits by requiring banks to calculate and limit the total amount of credit exposure to any one
counterparty based on these transactions.

In addition, the Dodd-Frank Act amends the FDI Act, imposing new restrictions on insured depository institutions’
purchases of assets from insiders.  The Federal Reserve Board is given rulemaking authority over these new
asset-purchase restrictions subject to prior consultation with the OCC and FDIC.

Sections 23A and 23B of the Federal Reserve Act establish parameters for a bank to conduct “covered transactions”
with its affiliates, with the objective of limiting risk to the insured bank.  The Dodd-Frank Act imposes new
restrictions on transactions between affiliates by amending these two sections of the Federal Reserve Act.  Under the
Dodd-Frank Act, restrictions on transactions with affiliates are enhanced by (i) including among “covered transactions”
transactions between bank and affiliate-advised investment funds; (ii) including among “covered transactions”
transactions between a bank and an affiliate with respect to securities repurchase agreements and derivatives
transactions; (iii) adopting stricter collateral rules; and (iv) imposing tighter restrictions on transactions between banks
and their financial subsidiaries.

State Laws and Other Federal Oversight

In addition to being regulated as a bank holding company, Trustmark is subject to regulation by the State of
Mississippi under its general business corporation laws.  Trustmark is also under the jurisdiction of the SEC for
matters relating to the offering, sale and trading of its securities.  Trustmark is subject to the disclosure and regulatory
requirements of the Securities Act of 1933 and the Securities Exchange Act of 1934, as administered by the SEC.

TNB is a national banking association and, as such, is subject to regulation by the OCC, the FDIC and the Federal
Reserve Board.  Almost every area of the operations and financial condition of TNB is subject to extensive regulation
and supervision and to various requirements and restrictions under federal and state law including loans, reserves,
investments, issuance of securities, establishment of branches, capital adequacy, liquidity, earnings, dividends,
management practices and the provision of services.  Somerville is a state-chartered commercial bank, subject to
federal regulation by the FDIC and state regulation by the Tennessee Department of Financial Institutions.

While TNB’s activities are governed primarily by federal law, the Dodd-Frank Act potentially narrows National Bank
Act preemption for state consumer financial laws, thereby making TNB and other national banks potentially subject to
increased state regulation.  The Dodd-Frank Act also codifies the Supreme Court’s decision in Cuomo v. Clearing
House Ass’n.  As a result, State Attorneys General may enforce “an applicable law” against federally-chartered
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depository institutions like TNB.  In addition, under the Dodd-Frank Act, State Attorneys General are authorized to
bring civil actions against federally-chartered institutions, like TNB, to enforce regulations prescribed by the CFPB or
to secure other remedies.

Finally, the Dodd-Frank Act potentially expands state regulation over banks by eliminating National Bank Act
preemption for national bank operating subsidiaries, including operating subsidiaries of TNB.

TNB’s nonbanking subsidiaries are already subject to a variety of state and federal laws.  TIA, a registered investment
advisor, is subject to supervision and regulation by the SEC and the State of Mississippi.  FBBI is subject to the
insurance laws and regulations of the states in which its divisions are active.

Under the Gramm-Leach-Bliley Financial Services Modernization Act of 1999 (GLB Act), banks are able to offer
customers a wide range of financial products and services without the restraints of previous legislation.  The primary
provisions of the GLB Act related to the establishment of financial holding companies and financial subsidiaries.  The
GLB Act authorizes national banks to own or control a “financial subsidiary” that engages in activities that are not
permissible for national banks to engage in directly.  The GLB Act contains a number of provisions dealing with
insurance activities by bank subsidiaries.  Generally, the GLB Act affirms the role of the states in regulating insurance
activities, including the insurance activities of financial subsidiaries of banks, but the GLB Act also preempts certain
state laws.  As a result of the GLB Act, TNB elected for predecessor subsidiaries that now constitute FBBI to become
financial subsidiaries.  This enables TNB to engage in insurance agency activities at any location.

11
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The GLB Act also imposed requirements related to the privacy of customer financial information. In accordance with
the GLB Act, federal bank regulators adopted rules that limit the ability of banks and other financial institutions to
disclose nonpublic information about consumers to nonaffiliated third parties.  These limitations require disclosure of
privacy policies to consumers and, in some circumstances, allow consumers to prevent disclosure of certain personal
information to a nonaffiliated third party.  The privacy provisions of the GLB Act affect how consumer information is
transmitted through diversified financial companies and conveyed to outside vendors.  Trustmark complies with these
requirements and recognizes the need for its customers’ privacy.

In addition to the changes described above, the Dodd-Frank Act makes numerous changes to the various patchwork of
federal laws that regulate the activities of Trustmark, TNB and their subsidiaries and affiliates. The Dodd-Frank Act
amended the Electronic Fund Transfer Act to authorize the Federal Reserve Board to issue regulations regarding any
interchange fee that an issuer may receive or charge for an electronic debit card transaction.  On June 29, 2011, the
Federal Reserve Board issued a final rule (Regulation II - Debit Card Interchange Fees and Routing) establishing
standards for debit card interchange fees.  Under the final rule, the maximum permissible interchange fee that an
issuer may receive for an electronic debit transaction is the sum of 21 cents per transaction and five basis points
multiplied by the value of the transaction.  This provision regarding debit card interchange fees was effective October
1, 2011.  In addition, the Federal Reserve Board also approved an interim rule that allows for an upward adjustment of
no more than one cent to an issuer's debit card interchange fee if the issuer develops and implements policies and
procedures reasonably designed to achieve the fraud-prevention standards set out in the interim rule.  The
fraud-prevention adjustment was effective on October 1, 2011, concurrent with the debit card interchange fee limits.

In accordance with the statute, issuers that, together with their affiliates, have assets of less than $10.0 billion on the
annual measurement date (December 31) are exempt from the debit card interchange fee standards.  Therefore, there
was no impact of the Federal Reserve Board final rule (Regulation II - Debit Card Interchange Fees and Routing) to
Trustmark’s noninterest income during 2012.  However, following the closing of the merger with BancTrust on
February 15, 2013, Trustmark had assets of greater than $10.0 billion.  Trustmark therefore expects that it will have
assets greater than $10.0 billion as of the December 31 measurement date in 2013 and will have to come into
compliance with the debit card interchange fee standards by July 1, 2014.  Management estimates that the effect of the
Federal Reserve Board final rule could reduce noninterest income by $6.0 million to $8.0 million on an annual basis,
given Trustmark’s current debit card volumes.  For more information on the merger with BancTrust, please see Note 2
- Business Combinations included in Item 8 - Financial Statements and Supplementary Data located elsewhere in this
report. Management is continuing to evaluate Trustmark’s product structure and services to offset the anticipated
impact of the Federal Reserve Board final rule.

In the area of mortgages, the Dodd-Frank Act amended the Truth in Lending Act (TILA) to restrict the payment of
fees to real-estate mortgage originators.  Furthermore, TILA was also amended to impose minimum underwriting
standards on real-estate mortgage creditors (including nonbanks as well as bank creditors) and verifications to check
borrowers’ income and their ability to pay.

Anti-Money Laundering Initiatives and the USA Patriot Act

Trustmark is also subject to extensive regulations aimed at combating money laundering and terrorist financing. The
USA Patriot Act of 2001 (USA Patriot Act) substantially broadened the scope of United States anti-money laundering
laws and regulations by imposing significant compliance and due diligence obligations, creating new crimes and
penalties and expanding the extra-territorial jurisdiction of the United States. The Treasury has issued a number of
implementing regulations to financial institutions that apply to various requirements of the USA Patriot Act.  These
regulations impose obligations on financial institutions to maintain appropriate policies, procedures and controls to
detect, prevent and report money laundering and terrorist financing and to verify the identity of their customers.
Failure of a financial institution to maintain and implement adequate programs to combat money laundering and

Edgar Filing: TRUSTMARK CORP - Form 10-K

20



terrorist financing, or to comply with all of the relevant laws or regulations, could have serious legal and financial
consequences for the institution.

Capital Adequacy

Banks and bank holding companies are subject to various regulatory capital requirements administered by state and
federal banking agencies.  Capital adequacy guidelines and, additionally for banks, prompt corrective action
regulations, involve quantitative measures of assets, liabilities, and certain off-balance sheet items calculated under
regulatory accounting practices.  Capital amounts and classifications are also subject to qualitative judgments by
regulators about components, risk weighting and other factors.  The Dodd-Frank Act directs the federal bank
regulatory agencies to make capital requirements countercyclical – meaning that additional capital will be required in
times of economic expansion, but less capital will be required during periods of economic downturn.
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The Federal Reserve Board and the OCC, the primary regulators of Trustmark and TNB, respectively, have
substantially similar risk-based capital ratio and leverage ratio guidelines for banking organizations.  Under existing
rules, banking organizations are required to maintain minimum risk-based capital ratios for Tier 1 capital and total
capital as well as a minimum leverage ratio.  Furthermore, under the Dodd-Frank Act, federal bank regulatory
agencies are required to impose on all depository institutions and holding companies minimum risk-based capital and
leverage requirements that are not less than the “generally applicable” minimum risk-based capital and leverage
requirements in effect for insured depository institutions.

For purposes of calculating these ratios, a banking organization’s assets and some of its specified off-balance sheet
commitments and obligations are assigned to various risk categories.  Capital, at both the holding company and bank
level, is classified in one of three tiers depending on type. Core capital (Tier 1) for both Trustmark and TNB includes
total equity capital, with the impact of accumulated other comprehensive income (loss) eliminated, plus allowable
trust preferred securities, and less goodwill, certain other identifiable intangible assets and disallowed servicing
assets.  Supplementary capital (Tier 2) includes the allowance for loan losses, subject to certain limitations, as well as
allowable subordinated debt.  Total capital is a combination of Tier 1 and Tier 2 capital.

Trustmark and TNB are required to maintain Tier 1 and total capital equal to at least 4% and 8% of their total
risk-weighted assets, respectively.  At December 31, 2012, Trustmark exceeded both requirements with Tier 1 capital
and total capital equal to 15.53% and 17.22% of its total risk-weighted assets, respectively.  At December 31, 2012,
TNB also exceeded both requirements with Tier 1 capital and total capital equal to 15.17% and 16.85% of its total
risk-weighted assets, respectively.

The OCC and Federal Reserve Board also require national banks and bank holding companies to maintain a minimum
leverage ratio. The guidelines provide for a minimum leverage ratio of 3% for banks and bank holding companies that
meet certain specified criteria, including having the highest regulatory rating or having implemented the appropriate
federal regulatory authority’s risk-adjusted measure for market risk.  All other bank holding companies and national
banks are required to maintain a minimum leverage ratio of 4%, unless an appropriate regulatory authority specifies a
different minimum ratio.  Additionally, for TNB to be considered well-capitalized under the regulatory framework for
prompt corrective action, its leverage ratio must be at least 5%.  At December 31, 2012, the leverage ratios for
Trustmark and TNB were 10.97% and 10.72%, respectively.

Failure to meet minimum capital requirements could subject a bank to a variety of enforcement remedies.  The FDI
Act identifies five capital categories for insured depository institutions.  These include well-capitalized, adequately
capitalized, undercapitalized, significantly undercapitalized and critically undercapitalized.  The FDI Act requires
banking regulators to take prompt corrective action whenever financial institutions do not meet minimum capital
requirements.  Failure to meet the capital guidelines could also subject a depository institution to capital raising
requirements.  In addition, a depository institution is generally prohibited from making capital distributions, including
paying dividends, or paying management fees to a holding company if the institution would thereafter be
undercapitalized.  As of December 31, 2012, the most recent notification from the OCC categorized TNB as
well-capitalized based on the ratios and guidelines described above.  In addition, the FDI Act requires the various
regulatory agencies to prescribe certain noncapital standards for safety and soundness relating generally to operations
and management, asset quality and executive compensation and permits regulatory action against a financial
institution that does not meet such standards.

On June 7, 2012, the Federal Reserve Board, FDIC and the OCC jointly issued proposed rules to enhance regulatory
capital requirements.  The proposed rules are designed to address perceived shortcomings in the existing regulatory
capital requirements that became evident during the recent financial crisis by implementing capital requirements in the
Dodd-Frank Act and international capital regulatory standards by the Basel Committee.  The proposed rules would
increase and revise the federal bank agencies’ current minimum risk-based and leverage capital ratio requirements;
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introduce new risk-weight calculation methods for the “standardized” denominator; adopt a minimum common equity
risk-based capital requirement; revise regulatory capital components and calculations; require regulatory capital
buffers above the minimum risk-based capital requirements for certain banking organizations; and more generally
restructure the agencies’ capital rules.  Many of the proposed rules would apply to all depository institutions, bank
holding companies with consolidated assets of $500 million or more, and savings and loan holding companies.  The
proposed rules also address the relevant provisions of the Dodd-Frank Act, including removal of references to credit
ratings in the capital rules and implementation of a capital floor, known as the “Collins Amendment.”  The Federal
Reserve Board, FDIC, and OCC indefinitely delayed the effective date of the proposed rules, and they did not indicate
when they will issue final rules or when such rules would become effective.  If implemented, it is expected that
banking organizations subject to the proposed rules, including Trustmark, will be required to hold a greater amount of
capital and a greater amount of common equity than they are currently required to hold.

The minimum risk-based capital requirements adopted by the U.S. federal banking agencies follow the Capital Accord
of the Basel Committee on Banking Supervision. In 2004, the Basel Committee revised the Accord (Basel II) and in
December 2007, U.S. banking regulators published a final rule for large, internationally active banking organizations
implementing the “advanced approaches” framework in Basel II. The advanced approaches rule became effective in
April 2008, but are mandatory only for banks with consolidated total assets of $250 billion or more or consolidated
on-balance sheet foreign exposures of $10 billion or more. Trustmark and TNB are not required to comply with the
advanced approaches rule at this time due to their respective asset sizes and lack of on-balance sheet foreign exposure.
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Among other changes, the proposed rules would disqualify Tier 1 capital treatment for “hybrid” capital items like trust
preferred securities issued by bank holding companies.  Under the proposed rules, trust preferred securities and other
non-qualifying capital instruments would be phased out over a ten-year period for bank holding companies with less
than $15 billion in assets.  However, under the Dodd-Frank Act, bank holding companies with less than $15 billion in
assets are permitted to include trust preferred securities that were issued before May 19, 2010 as Tier 1
capital.  Therefore, Trustmark will continue to utilize $60.0 million in trust preferred securities issued by Trustmark
Preferred Capital Trust I as Tier 1 capital under the Dodd-Frank provisions.

Somerville, which is not a significant subsidiary as defined by the SEC and thus is not discussed in detail in this
section, was also in compliance with all applicable capital adequacy guidelines at December 31, 2012.

Payment of Dividends and Other Restrictions

The principal source of Trustmark’s cash revenues is dividends from TNB. There are various legal and regulatory
provisions that limit the amount of dividends TNB can pay to Trustmark without regulatory approval.  Approval of the
OCC is required if the total of all dividends declared in any calendar year exceeds the total of TNB’s net income for
that year combined with its retained net income from the preceding two years.  TNB will have available in 2013
approximately $92.0 million plus its net income for that year to pay to Trustmark as dividends.  In addition, subsidiary
banks of a bank holding company are subject to certain restrictions imposed by the Federal Reserve Act on extensions
of credit to the bank holding company or any of its subsidiaries.  Further, subsidiary banks of a bank holding company
are prohibited from engaging in certain tie-in arrangements in connection with any extension of credit, lease or sale of
property or furnishing of any services to the bank holding company.

FDIC Deposit Insurance Assessments

The deposits of TNB are insured up to regulatory limits set by the Deposit Insurance Fund (DIF), as administered by
the FDIC, and, accordingly, are subject to deposit insurance assessments to maintain the DIF. The FDIC uses a risk
based assessment system that imposes insurance premiums based upon a risk matrix that takes into account a bank’s
capital level and supervisory rating (the CAMELS component rating). For Risk Category I institutions (generally
those institutions with less than $10 billion in assets), including TNB, assessment rates are determined from a
combination of financial ratios and CAMELS component ratings. The minimum annualized assessment rate for Risk
Category I institutions during 2012 was 2.5 basis points with the maximum rate being 9.0 basis points. Assessment
rates for institutions in Risk Category I may vary within this range depending upon changes in CAMELS component
ratings and financial ratios.

The Dodd-Frank Act imposes a new deposit insurance assessment base for an insured depository institution equal to
the institution’s total assets minus the sum of (1) its average tangible equity during the assessment period, and (2) any
additional amount the FDIC determines is warranted for custodial and banker’s banks.  The minimum reserve ratio
increased to 1.35 percent of estimated annual insured deposits or assessment base. FDIC is directed by the
Dodd-Frank Act to “offset the effect” of the increased reserve ratio for insured depository institutions with total
consolidated assets of less than $10 billion.

The Dodd-Frank Act permanently increased the deposit insurance level to $250,000 per account.  Effective December
31, 2010, unlimited deposit insurance for noninterest-bearing transaction accounts was statutorily mandated.  This
mandate expired on December 31, 2012.

The FDIC has stated its intention, as part of a proposed plan to restore the DIF following significant decreases in its
reserves, to increase deposit insurance assessments. On January 1, 2009, the FDIC increased its assessment rates and
has since imposed further rate increases and changes to the current risk-based assessment system. On May 22, 2009,

Edgar Filing: TRUSTMARK CORP - Form 10-K

24



the FDIC adopted a final rule imposing a five basis point special assessment on each insured depository institution’s
assets less Tier 1 capital as of June 30, 2009. On November 12, 2009, the FDIC adopted a final rule requiring a
majority of institutions to prepay their quarterly risk-based assessments for the fourth quarter of 2009 and for all of
2010, 2011 and 2012. TNB’s prepaid assessment amount for this period was approximately $39.1 million and was
collected by the FDIC on December 30, 2009.  At December 31, 2012, TNB’s remaining prepaid assessment was
approximately $14.0 million.

In 2012, TNB’s expenses related to deposit insurance premiums totaled $5.8 million.  In addition, TNB also paid
approximately $573 thousand in Financing Corporation (FICO) assessments related to outstanding FICO bonds for
which the FDIC serves as collection agent.  The bonds issued by FICO are due to mature from 2017 through
2019.  For the quarter ended December 31, 2012, the FICO assessment rate was equal to 0.64 basis
points.  Somerville’s total FDIC expenses for 2012 were $129 thousand.
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Recent Regulatory Developments

On September 1, 2011, Trustmark implemented a five item maximum per day for personal account overdrafts.  This
change reduced noninterest income by approximately $400 thousand for the year ended December 31, 2011.  The full
impact of this change was a reduction in noninterest income of approximately $1.1 million for 2012.

As previously reported, Trustmark has continued to review selected components of its overdraft programs, specifically
its processing sequences.  Trustmark implemented a modification to the processing sequence component of its
overdraft programs on October 1, 2012.  This modification reduced service charges included in noninterest income by
approximately $750 thousand for the year ended December 31, 2012.  Management estimates this modification could
reduce noninterest income by approximately $3.0 million in 2013.  Management is continuing to evaluate Trustmark’s
product structure and services to offset the potential impact of these recent regulatory developments.

Available Information

Trustmark’s internet address is www.trustmark.com.  Information contained on this website is not a part of this
report.  Trustmark makes available through this address, free of charge, its annual report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Exchange Act as soon as reasonably practicable after such material is electronically filed,
or furnished to, the SEC.

Employees

At December 31, 2012, Trustmark employed 2,666 full-time equivalent associates, none of which are represented by a
collective bargaining agreement.  Trustmark believes its employee relations to be satisfactory.

Executive Officers of the Registrant

The executive officers of Trustmark Corporation (the Registrant) and its primary bank subsidiary, Trustmark National
Bank, including their ages, positions and principal occupations for the last five years are as follows:

Daniel A. Grafton, 65
Trustmark Corporation
Chairman of the Board since May 2011
Trustmark National Bank
Chairman of the Board since May 2011

Gerard R. Host, 58
Trustmark Corporation
President and Chief Executive Officer since January 2011
Trustmark National Bank
President and Chief Executive Officer since January 2011
President and Chief Operating Officer from March 2008 to January 2011
President – General Banking from February 2004 to March 2008

Louis E. Greer, 58
Trustmark Corporation
Treasurer and Principal Financial Officer since January 2007
Trustmark National Bank
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Executive Vice President and Chief Financial Officer since February 2007

T. Harris Collier III, 64
Trustmark Corporation
Secretary since April 2002
Trustmark National Bank
General Counsel since January 1990

Duane A. Dewey, 54
Trustmark National Bank
President – Corporate Banking since September 2011
Executive Vice President and Corporate Banking Manager from September 2008 to September 2011
President – Central Region from February 2007 to September 2008

15

Edgar Filing: TRUSTMARK CORP - Form 10-K

27



Table of Contents

Mitchell J. Bleske, 38
Trustmark National Bank
Executive Vice President and Bank Treasurer since September 2011
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ITEM 1A.  RISK FACTORS

Trustmark and its subsidiaries could be adversely impacted by various risks and uncertainties, which are difficult to
predict.  As a financial institution, Trustmark has significant exposure to market risk, including interest rate risk,
liquidity risk and credit risk.  This section includes a description of the risks, uncertainties and assumptions identified
by Management that could materially affect Trustmark’s financial condition and results of operations, as well as the
value of Trustmark’s financial instruments in general, and Trustmark common stock, in particular.  Additional risks
and uncertainties that Management currently deems immaterial or is unaware of may also impair Trustmark’s financial
condition and results of operations.  This report is qualified in its entirety by the risk factors that are identified
below.  The occurrence of any one of, or of a combination of, these risk factors could have a material negative effect
on Trustmark’s financial condition or results of operations.

Risks related to Trustmark’s Industry and Business

Trustmark’s largest source of revenue (net interest income) is subject to interest rate risk.

Trustmark is exposed to interest rate risk in its core banking activities of lending and deposit taking, since assets and
liabilities reprice at different times and by different amounts as interest rates change.  For the year ended December
31, 2012, Trustmark’s total interest income was $371.7 million while net interest income was approximately $341.0
million.  Although total interest income and net interest income were lower when compared with 2011, the impact of
interest rate risk actually improved as Trustmark was able to secure more core deposits as a less sensitive funding
source during the year.

Financial simulation models are the primary tools used by Trustmark to measure interest rate exposure.  Using a wide
range of scenarios, Management is provided with extensive information on the potential impact to net interest income
caused by changes in interest rates.  Models are structured to simulate cash flows and accrual characteristics of
Trustmark’s balance sheet.  Assumptions are made about the direction and volatility of interest rates, the slope of the
yield curve and the changing composition of Trustmark’s balance sheet, resulting from both strategic plans and
customer behavior.  In addition, the model incorporates Management’s assumptions and expectations regarding such
factors as loan and deposit growth, pricing, prepayment speeds and spreads between interest rates.  Trustmark’s
simulation model using balances at December 31, 2012 estimated that in the event of a hypothetical 200 basis point
increase in interest rates, there would be an increase in net interest income of 0.5%.  In the event of a hypothetical 100
basis point increase and decrease in interest rates using static balances at December 31, 2012, it is estimated net
interest income may decrease by 0.1% and 4.9%, respectively.

Net interest income is Trustmark’s largest revenue source, and it is important to discuss how Trustmark's interest rate
risk may be influenced by the various factors shown below:

•In general, for a given change in interest rates, the amount of the change in value (positive or negative) is larger for
assets and liabilities with longer remaining maturities.  The shape of the yield curve may affect new loan yields,
funding costs and investment income differently.

•The remaining maturity of various assets or liabilities may shorten or lengthen as payment behavior changes in
response to changes in interest rates.  For example, if interest rates decline sharply, fixed-rate loans may pre-pay, or
pay down, faster than anticipated, thus reducing future cash flows and interest income.  Conversely, if interest rates
increase, depositors may cash in their certificates of deposit prior to term (notwithstanding any applicable early
withdrawal penalties) or otherwise reduce their deposits to pursue higher yielding investment alternatives. Repricing
frequencies and maturity profiles for assets and liabilities may occur at different times. For example, in a falling rate
environment, if assets reprice faster than liabilities, there will be an initial decline in earnings.  Moreover, if assets
and liabilities reprice at the same time, they may not be by the same increment.  For instance, if the Federal funds
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rate increased 50 basis points, rates on demand deposits may rise by 10 basis points, whereas rates on prime-based
loans will instantly rise 50 basis points.

Financial instruments do not respond in a parallel fashion to rising or falling interest rates.  This causes asymmetry in
the magnitude of changes in net interest income, net economic value and investment income resulting from the
hypothetical increases and decreases in interest rates.  Therefore, Management monitors interest rate risk and adjusts
Trustmark’s investment, funding and hedging strategies to mitigate adverse effects of interest rate shifts on Trustmark’s
balance sheet.

Trustmark utilizes derivative contracts to hedge Mortgage Servicing Rights (MSR) in order to offset changes in fair
value resulting from changes in interest rate environments.  In spite of Trustmark’s due diligence in regard to these
hedging strategies, significant risks are involved that, if realized, may prove such strategies to be ineffective, which
could adversely affect results of operations.  Risks associated with these strategies include the risk that counterparties
in any such derivative and other hedging transactions may not perform; the risk that these hedging strategies rely on
Management’s assumptions and projections regarding these assets and general market factors, including prepayment
risk, basis risk, market volatility and changes in the shape of the yield curve, and that these assumptions and
projections may prove to be incorrect; the risk that these hedging strategies do not adequately mitigate the impact of
changes in interest rates, prepayment speeds or other forecasted inputs to the hedging model; and the risk that the
models used to forecast the effectiveness of hedging instruments may project expectations that differ from actual
results.  In addition, increased regulation of the derivative markets may increase the cost to Trustmark to implement
and maintain an effective hedging strategy.
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Trustmark closely monitors the sensitivity of net interest income and investment income to changes in interest rates
and attempts to limit the variability of net interest income as interest rates change.  Trustmark makes use of both on-
and off-balance sheet financial instruments to mitigate exposure to interest rate risk.

The current low-interest-rate, slow-growth economic environment is inhibiting potential lending and economic
growth, which could increase business risks for Trustmark.

Lingering economic concerns resulting from the cumulative weight of soft U.S. labor markets, the Eurozone crisis,
slowing growth in emerging markets and uncertainty regarding the effects of the resolution of the U.S. “fiscal cliff,”
have tempered any optimism for economic improvement during 2013.  The consensus private sector forecast suggests
unemployment will remain above normal through 2013. The U.S. and European economies and financial markets tend
to be closely associated, and therefore significant weakness in Europe would likely dampen domestic growth
prospects during 2013. While domestic demand for loans has improved, particularly for commercial loans, further
meaningful gains will depend on sustained economic growth.  Washington’s budget gridlock is unsettling to both
businesses and consumers, raising the risk that economic growth could be hurt during 2013 regardless of actions by
Congress. Even with the legislative actions taken, the potential drag on economic growth in 2013 may only be
mitigated and not eliminated. Strategic risk, including threats to business models from low rates, sluggish economic
growth and the historic volume of new banking regulations, remains high. Management’s ability to plan, prioritize and
allocate resources in this new environment will be critical to Trustmark’s ability to sustain earnings that will attract
capital. Because of the increasing regulatory expectations created by recent legislation, Management will continue to
be challenged in identifying alternative sources of revenue, prudently diversifying balance sheets and revenues and
effectively managing the costs of compliance.

Low interest rates seem likely to persist for some time, keeping pressure on net interest margins, as older assets
continue to mature or default and are replaced with lower-yielding instruments. In addition, Management must protect
against an increased vulnerability to rapidly changing rates in coming years in the event the current low-rate
environment is replaced by a more volatile environment, which would increase exposure to reduced revenues from
tighter margins.

The European financial crisis has created risks and uncertainties affecting the global economy. Weak economic
conditions, sovereign debt quality concerns and the uncertainties as to the prognosis for the European economy have
continued to weaken recovery efforts in Europe, which could dampen growth prospects in the U.S.  As global markets
react to the European financial crisis and potential economic policy changes in Europe, assets, liabilities and cash
flows with no direct connection to the Eurozone could be influenced.  The potential impact on markets within the
United States and on the economy of the United States is difficult to predict.  Trustmark has no direct or indirect
exposure to any debt of European sovereign or non-sovereign issuers, nor is it dependent upon any funding sources in
the Eurozone for any short- or long-term liquidity.  However, Trustmark, as a member of the global economy, could
be indirectly affected if events in the Eurozone broadly cause widening of interest rate spreads or otherwise increase
global market volatility.

Despite recent optimism resulting from stabilization in the housing sector and credit quality improvement, Trustmark
does not assume that the uncertain conditions in the economy will improve significantly in the near future.  A further
weakened economy could affect Trustmark in a variety of substantial and unpredictable ways.  In particular,
Trustmark may face the following risks in connection with these events:

•Market developments and the resulting economic pressure on consumers may affect consumer confidence levels
and may cause increases in delinquencies and default rates, which, among other effects, could further affect
Trustmark’s charge-offs and provision for loan losses.

•
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Loan performance could experience a significantly extended deterioration or loan default levels could accelerate,
foreclosure activity could significantly increase, or Trustmark’s assets (including loans and investment securities)
could materially decline, any one of which, or any combination of more than one of which, could have a material
adverse effect on Trustmark’s financial condition or results of operations.
• Conditions in Trustmark’s four key market regions, Florida, Mississippi, Tennessee or Texas, could worsen.

•Competition in the industry could intensify as a result of the increasing consolidation of financial services
companies in connection with current market conditions.

•Management’s ability to measure the fair value of Trustmark’s assets could be adversely affected by market
disruptions that have made valuation of assets even more difficult and subjective.  If Management determines that a
significant portion of its assets have values that are significantly below their recorded carrying value, Trustmark
could recognize a material charge to earnings in the quarter during which such determination was made, Trustmark’s
capital ratios would be adversely affected by any such change, and a rating agency might downgrade Trustmark’s
credit rating or put Trustmark on credit watch.
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It is difficult to predict the extent to which these challenging economic conditions will persist or whether that progress
in the economic recovery will instead shift to the potential for further decline.  If the economy does weaken in the
future, it is uncertain how Trustmark’s business would be affected and whether Trustmark would be able successfully
to mitigate any such effects on its business.  Accordingly, these factors in the U.S. economy could have a material
adverse effect on Trustmark’s financial condition and results of operations.

Trustmark is subject to lending risk, which could impact the adequacy of the allowance for loan losses and results of
operations.

There are inherent risks associated with Trustmark’s lending activities.  While the housing and real estate markets have
shown recent improvement, they remain at depressed levels.  If trends in the housing and real estate markets were to
revert or further decline below recession levels, Trustmark may experience higher than normal delinquencies and
credit losses.  Moreover, if the U.S. economy returns to a recessionary state, Management expects that it could
severely affect economic conditions in Trustmark’s market areas and that Trustmark could experience significantly
higher delinquencies and credit losses.  In addition, bank regulatory agencies periodically review Trustmark’s
allowance for loan losses and may require an increase in the provision for loan losses or the recognition of further
charge-offs, based on judgments different from those of Management.  As a result, Trustmark may elect to make
further increases in its provision for loan losses in the future, particularly if economic conditions deteriorate.

Trustmark is subject to liquidity risk, which could disrupt its ability to meet its financial obligations.

Liquidity refers to Trustmark’s ability to ensure that sufficient cash flow and liquid assets are available to satisfy
current and future financial obligations, including demand for loans and deposit withdrawals, funding operating costs
and other corporate purposes.  Liquidity risk arises whenever the maturities of financial instruments included in assets
and liabilities differ or when assets cannot be liquidated at fair market value as needed.  Trustmark obtains funding
through deposits and various short-term and long-term wholesale borrowings, including federal funds purchased and
securities sold under agreements to repurchase, the Federal Reserve Discount Window and Federal Home Loan Bank
(FHLB) advances.  Any significant restriction or disruption of Trustmark’s ability to obtain funding from these or other
sources could have a negative effect on Trustmark’s ability to satisfy its current and future financial obligations, which
could materially affect Trustmark’s financial condition.

In addition to the risk that one or more of the funding sources may become constrained due to market conditions
unrelated to Trustmark, there is the risk that Trustmark’s credit profile may decline such that one or more of these
funding sources becomes partially or wholly unavailable to Trustmark.

Trustmark attempts to quantify such credit event risk by modeling bank specific and systemic scenarios that estimate
the liquidity impact.  Trustmark estimates such impact by attempting to measure the effect on available unsecured
lines of credit, available capacity from secured borrowing sources and securitizable assets.  To mitigate such risk,
Trustmark maintains available lines of credit with the Federal Reserve Board and the FHLB that are secured by loans
and investment securities. Management continuously monitors Trustmark’s liquidity position for compliance with
internal policies.

The Dodd-Frank Act and other legislative and regulatory initiatives relating to the financial services industry could
materially affect Trustmark’s results of operations, financial condition, liquidity or the market price of Trustmark’s
Common Stock.

On July 21, 2010, President Obama signed into law the Dodd-Frank Act, which significantly reforms the regulatory
structure relating to the financial services industry.  The legislation, among other things, establishes the Consumer
Financial Protection Bureau, which has broad authority to regulate providers of credit, savings, payment and other
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consumer financial products and services; narrows the scope of federal preemption of state consumer finance laws
relating to national banks and operating subsidiaries of national banks, and may expand the authority of state attorneys
general to bring actions against national banks to enforce federal consumer protection legislation.  Dodd-Frank also
more comprehensively regulates the over-the-counter derivatives market, including providing for more strict capital
and margin requirements and central clearing of certain standardized derivatives; strengthens restrictions on lending
limits and transactions with affiliates imposed by the National Bank Act; and restricts the interchange fees payable on
electronic debit card transactions.  Much of the legislative import of the Dodd-Frank Act is delegated to a variety of
federal regulatory agencies, which are required to enact rules to implement various statutory mandates in the Act.

As the Dodd-Frank Act continues to turn into specific regulatory requirements, there will be further business impacts
across a myriad of industries, not just banking.  Some of those impacts are readily anticipated, such as the change to
interchange fees, which is described in the State Laws and Other Federal Oversight section in Item 1 – Business of this
report.  However, other impacts are subtle and are not yet capable of precise quantification.  Many of these more
subtle impacts will likely only emerge after months and perhaps years of further analysis and evaluation.  In addition,
certain provisions that affect deposit insurance assessments, payment of interest on demand deposits and interchange
fees could increase the costs associated with deposits as well as place limitations on certain revenues those deposits
may generate.  Finally, implementation of certain significant provisions of the Dodd-Frank Act will continue to occur
over a multi-year period.  Because many aspects of the Dodd-Frank Act are subject to further rulemaking and will take
effect over several years, it is difficult to anticipate the potential impact on Trustmark and its customers.  It is clear,
however, that the implementation of the Dodd-Frank Act will continue to require Management to invest significant
time and resources to evaluate the potential impact of this Act.
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The Dodd-Frank Act, as implemented by the regulations currently being promulgated by various federal regulatory
agencies, along with other regulatory initiatives relating to the financial services industry, could materially affect
Trustmark’s results of operations, financial condition, liquidity or the market price of Trustmark’s common
stock.  Management is unable to completely evaluate these potential effects at this time.  It is also possible that these
measures could adversely affect the creditworthiness of counterparties, which could increase Trustmark’s risk profile.

Trustmark may be subject to more stringent capital and liquidity requirements.

On September 12, 2010, the Group of Governors and Heads of Supervision, the oversight body of the Basel
Committee on Banking Supervision, announced agreement on the calibration and phase-in arrangements for a
strengthened set of capital requirements, known as Basel III.  In addition, on June 7, 2012, the Federal Reserve Board,
OCC, and FDIC jointly proposed new capital requirements that are consistent with Basel III and, if adopted, could
affect Trustmark’s business.  If adopted as proposed, the rules would require, among other things, a minimum common
equity Tier 1 capital ratio of 4.5 percent, net of regulatory deductions, and establish a capital conservation buffer of an
additional 2.5 percent of common equity to risk-weighted assets above the regulatory minimum capital requirement,
effectively establishing a minimum common equity Tier 1 ratio of 7 percent.  In addition, the proposed rules increase
the minimum Tier 1 capital requirement from 4 percent to 6 percent of risk-weighted assets.  The proposed rules also
specify that a bank with a capital conservation buffer of less than 2.5 percent would potentially face limitations on
capital distributions and bonus payments to executives.

The Dodd-Frank Act creates a Financial Stability Oversight Council that is expected to recommend to the Federal
Reserve Board increasingly strict rules for capital requirements as companies grow in size and complexity and that
applies the same leverage and risk-based capital requirements that apply to insured depository institutions to most
bank holding companies.  These recommendations may remove trust preferred securities as a permitted component of
a holding company’s Tier 1 capital, consistent with the federal bank regulatory agencies’ proposed capital rules.  These
recommendations, and any other new regulations, could adversely affect Trustmark’s ability to pay dividends, or could
require Trustmark to reduce business levels or to raise capital, including in ways that may adversely affect its results
of operations or financial condition.

The ultimate impact of the new capital and liquidity standards cannot be determined at this time and will depend on a
number of factors, including treatment and implementation by the U.S. banking regulators.

Trustmark could be required to write down goodwill and other intangible assets.

When Trustmark acquires a business, a portion of the purchase price of the acquisition is generally allocated to
goodwill and other identifiable intangible assets. The amount of the purchase price that is allocated to goodwill and
other intangible assets is determined by the excess of the purchase price over the net identifiable assets acquired. At
December 31, 2012, goodwill and other identifiable intangible assets were $308.4 million. Under current accounting
standards, if Trustmark determines goodwill or intangible assets are impaired, Trustmark would be required to write
down the carrying value of these assets. Trustmark’s annual goodwill impairment evaluation performed during the
fourth quarter of 2012 indicated no impairment of goodwill for any reporting segment. Management cannot provide
assurance, however, that Trustmark will not be required to take an impairment charge in the future. Any impairment
charge would have an adverse effect on Trustmark’s shareholders’ equity and financial results and could cause a decline
in Trustmark’s stock price.

Trustmark holds a significant amount of other real estate owned and may acquire and hold significant additional
amounts, which could lead to increased operating expenses and vulnerability to additional declines in real property
values.
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As business necessitates, Trustmark forecloses on and takes title to real estate serving as collateral for loans.  At
December 31, 2012, Trustmark held $83.9 million of other real estate owned, compared to $85.4 million at December
31, 2011. The amount of other real estate owned held by Trustmark may increase in the future as a result of, among
other things, business combinations, the continued uncertainties in the housing market as well as persistently high
levels of credit stress in residential real estate loan portfolios. Increased other real estate owned balances could lead to
greater expenses as Trustmark incurs costs to manage, maintain and dispose of real properties. As a result, Trustmark’s
earnings could be negatively affected by various expenses associated with other real estate owned, including personnel
costs, insurance and taxes, completion and repair costs, valuation adjustments and other expenses associated with real
property ownership, as well as by the funding costs associated with other real estate owned assets. The expenses
associated with holding a significant amount of other real estate owned could have a material adverse effect on
Trustmark’s results of operations and financial condition.
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Declines in asset values may result in impairment charges and adversely affect the value of Trustmark’s investments.

Trustmark maintains an investment portfolio that includes, among other asset classes, obligations of states and
municipalities, agency debt securities and agency mortgage-related securities.  The market value of investments in
Trustmark’s investment portfolio may be affected by factors other than interest rates or the underlying performance of
the issuer of the securities, such as ratings downgrades, adverse changes in the business climate and a lack of pricing
information or liquidity in the secondary market for certain investment securities. In addition, government
involvement or intervention in the financial markets or the lack thereof or market perceptions regarding the existence
or absence of such activities could affect the market and the market prices for these securities.

On a quarterly basis, Trustmark evaluates investments and other assets for impairment indicators. As of December 31,
2012, total gross unrealized losses on temporarily impaired securities totaled $211 thousand. Trustmark may be
required to record impairment charges if these investments suffer a decline in value that is other-than-temporary. If it
is determined that a significant impairment has occurred, Trustmark would be required to charge against earnings the
credit-related portion of the other-than-temporary impairment, which could have a material adverse effect on results of
operations in the period in which a write-off, if any, occurs.

If Trustmark is required to repurchase a larger number of mortgage loans that it had previously sold, such repurchases
could negatively affect earnings.

One of Trustmark’s primary business operations is mortgage banking under which residential mortgage loans are sold
in the secondary market under agreements that contain representations and warranties related to, among other things,
the origination and characteristics of the mortgage loans.  Trustmark may be required to either repurchase the
outstanding principal balance of a loan or make the purchaser whole for the economic benefits of a loan if it is
determined that the loan sold was in violation of representations or warranties made by Trustmark at the time of the
sale.  Such representations and warranties, typically include those made regarding loans that had missing or
insufficient file documentation and/or loans obtained through fraud by borrowers or other third parties. During 2012,
Trustmark has continued to experience a manageable level of investor repurchase demands.  Total mortgage loan
servicing putback expense incurred by Trustmark in 2012 was $8.0 million, an increase of $2.9 million when
compared to 2011.  At December 31, 2012, the reserve for mortgage loan servicing putback expense was $7.8 million,
which represented 0.2% of total loans serviced for others, compared to $4.3 million, or 0.1%, at December 31,
2011.  If the level of investor repurchase demands increases in the future, this could significantly increase costs and
have a material adverse effect on Trustmark’s results of operations.

Trustmark operates in a highly competitive financial services industry.

Trustmark faces substantial competition in all areas of its operations from a variety of different competitors, many of
which are larger and may have more financial resources.  Such competitors primarily include national and regional
banks, as well as community banks within the various markets in which Trustmark operates.  At this time, major
international banks do not compete directly with Trustmark in its markets, although they may do so in the
future.  Trustmark also faces competition from many other types of financial institutions, including savings and loans,
credit unions, finance companies, brokerage firms, insurance companies, factoring companies and other financial
intermediaries.  The financial services industry could become even more competitive as a result of legislative,
regulatory and technological changes and continued consolidation.

Some of Trustmark’s competitors have fewer regulatory constraints and may have lower cost structures. Additionally,
due to their size, many of Trustmark’s larger competitors may be able to achieve economies of scale and, as a result,
may offer a broader range of products and services as well as better pricing for those products and services than
Trustmark.
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Trustmark’s ability to compete successfully depends on a number of factors, including: the ability to develop, maintain
and build upon long-term customer relationships based on top quality service, high ethical standards and safe, sound
assets; the ability to continue to expand Trustmark’s market position through organic growth and acquisitions; the
scope, relevance and pricing of products and services offered to meet customer needs and demands; the rate at which
Trustmark introduces new products and services relative to its competitors; and industry and general economic
trends.  Failure to perform in any of these areas could significantly weaken Trustmark’s competitive position, which
could adversely affect Trustmark’s growth and profitability.

The soundness of other financial institutions could adversely affect Trustmark.

Financial services institutions are interrelated as a result of trading, clearing, counterparty or other relationships.  As a
result, defaults by, or questions or rumors about, one or more financial services institutions or the financial services
industry generally, could lead to market-wide liquidity problems, defaults and losses by Trustmark and by other
institutions.  Trustmark has exposure to many different industries and counterparties, and routinely executes
transactions with counterparties in the financial services industry, including commercial banks, brokers and dealers,
investment banks, mutual funds, and other institutional clients.  Many of these transactions expose Trustmark to credit
risk in the event of default of its counterparty or client.  In addition, Trustmark’s credit risk may be exacerbated when
the collateral it holds cannot be realized upon or is liquidated at prices not sufficient to recover the full amount of the
credit or derivative exposure owed to Trustmark.  Losses related to these credit risks could materially and adversely
affect Trustmark’s results of operations.
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Trustmark may experience disruptions of its operating systems or breaches in its information system security.

As is customary in the banking industry, Trustmark is dependent upon automated and non-automated systems to
record and process our transaction volume.  This poses the risk that technical system flaws, employee errors or
tampering or manipulation of those systems by employees, customers or outsiders will result in losses.  Any such
losses, which may be difficult to detect, could adversely affect Trustmark’s financial condition or results of
operations.  In addition, the occurrence of such a loss could expose Trustmark to reputational risk, the loss of
customer business, additional regulatory scrutiny or civil litigation and possible financial liability.  Trustmark may
also be subject to disruptions of operating systems arising from events that are beyond our control (for example,
computer viruses or electrical or telecommunications outages).  Trustmark is further exposed to the risk that third
party service providers may be unable to fulfill their contractual obligations (or will be subject to the same risk of
fraud or operational errors as Trustmark).  These disruptions may interfere with service to customers and result in a
financial loss or liability that could adversely affect Trustmark’s financial condition or results of operations.

Trustmark must utilize new technologies to deliver its products and services.

In order to deliver new products and services and to improve the productivity of existing products and services, the
banking industry relies on rapidly evolving technologies.  Trustmark’s ability to effectively utilize new technologies to
address customer needs and create operating efficiencies could materially affect future prospects.  Management cannot
provide any assurances that Trustmark will be successful in utilizing such new technologies.

The stock price of financial institutions, like Trustmark, can be volatile.

The volatility in the stock prices of companies in the financial services industry may make it more difficult for
shareholders to resell Trustmark common stock at attractive prices in a timely manner.  Trustmark’s stock price can
fluctuate significantly in response to a variety of factors, including factors affecting the financial industry as a
whole.  The factors affecting financial stocks generally and Trustmark’s stock price in particular include:

• actual or anticipated variations in earnings;
• changes in analysts’ recommendations or projections;

• operating and stock performance of other companies deemed to be peers;
• perception in the marketplace regarding Trustmark, its competitors and/or the industry as a whole;

• significant acquisitions or business combinations involving Trustmark or its competitors;
• changes in government regulation;

• failure to integrate acquisitions or realize anticipated benefits from acquisitions; and
• volatility affecting the financial markets in general.

General market fluctuations, the potential for breakdowns on electronic trading or other platforms for executing
securities transactions, industry factors and general economic and political conditions could also cause Trustmark’s
stock price to decrease regardless of operating results.

Changes in accounting standards may affect how Trustmark reports its financial condition and results of operations.

Trustmark’s accounting policies and methods are fundamental to how Trustmark records and reports its financial
condition and results of operations.  From time to time, the Financial Accounting Standards Board (FASB) changes
the financial accounting and reporting standards that govern the preparation of Trustmark’s financial statements.  The
ongoing economic recession has resulted in increased scrutiny of accounting standards by regulators and legislators,
particularly as they relate to fair value accounting principles.  In addition, ongoing efforts to achieve convergence
between U.S. generally accepted accounting principles (GAAP) and International Financial Reporting Standards may
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result in changes to GAAP.  Any such changes can be difficult to predict and can materially affect how Trustmark
records and reports its financial condition and results of operations.
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Natural disasters, such as hurricanes, could have a significant negative impact on Trustmark’s business.

Many of Trustmark’s loans are secured by property or are made to businesses in or near the Gulf Coast regions of
Texas, Mississippi and Florida (and, upon consummation of the BancTrust merger, Alabama) which are often in the
path of seasonal hurricanes.  As reported in previous filings, Hurricane Katrina had a catastrophic effect on
Trustmark’s Mississippi market, and in late summer 2008, Hurricane Gustav threatened to create a similar result in the
Houston metropolitan area, which is the location of Trustmark’s Texas operations.  Natural disasters, such as
hurricanes, could have a significant negative impact on the stability of Trustmark’s deposit base, the ability of
borrowers to repay outstanding loans and the value of collateral securing loans, and could cause Trustmark to incur
material additional expenses.  Although Management has established disaster recovery policies and procedures, the
occurrence of a natural disaster, especially if any applicable insurance coverage is not adequate to enable Trustmark’s
borrowers to recover from the effects of the event, could have a material adverse effect on Trustmark’s results of
operations.

Risks related to Trustmark’s Merger with BancTrust

Combining BancTrust and Trustmark may be more difficult, costly or time-consuming than expected.

Until the effective time of the merger, Trustmark and BancTrust operated independently.  The success of the merger
will depend, in part, on Management’s ability to successfully combine the businesses of Trustmark and BancTrust.  To
realize these anticipated benefits, Trustmark expects to integrate BancTrust’s business into its own.  It is possible that
the integration process could result in the loss of key employees, the disruption of each company’s ongoing businesses
or inconsistencies in standards, controls, procedures and policies that adversely affect the combined company’s ability
to maintain relationships with clients, customers, depositors and employees or to achieve the anticipated benefits of
the merger.  The loss of key employees could adversely affect Trustmark’s ability to successfully conduct its business
in the markets in which BancTrust previously operated, which could have an adverse effect on Trustmark’s financial
results and the value of its common stock.  If Trustmark experiences difficulties with the integration process, the
anticipated benefits of the merger may not be realized fully or at all, or may take longer to realize than expected.  As
with any merger of financial institutions, there also may be business disruptions that cause BancTrust or Trustmark to
lose current customers or cause current customers to remove their accounts from BancTrust or Trustmark and move
their business to competing financial institutions.  Integration efforts between the two companies could also divert
management attention and resources.  These integration matters could have an adverse effect on each of BancTrust
and Trustmark during this transition period and for an undetermined period after consummation of the merger.

Trustmark may fail to realize the cost savings estimated for the acquisition of BancTrust.

Trustmark estimates that it will achieve cost savings from the merger when the two companies have been fully
integrated.  While Trustmark continues to be comfortable with these expectations, it is possible that the estimates of
the potential cost savings could turn out to be incorrect.  The cost savings estimates also assume Management’s ability
to combine the businesses of Trustmark and BancTrust in a manner that permits those cost savings to be realized.  If
the estimates turn out to be incorrect or Trustmark is not able to successfully combine the two companies, the
anticipated cost savings may not be realized fully or at all, or may take longer to realize than expected.

ITEM 1B.  UNRESOLVED STAFF COMMENTS

None

ITEM 2.  PROPERTIES
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Trustmark’s principal offices are housed in its complex located in downtown Jackson, Mississippi and owned by TNB.
Approximately 233,000 square feet, or 88%, of the available space in the main office building is allocated to bank use
with the remainder occupied or available for occupancy by tenants on a lease basis.  As of December 31, 2012,
Trustmark, through its two banking subsidiaries, also operates 146 full-service branches, 18 limited-service branches,
one in-store branch and an ATM network, which includes 142 ATMs at on-premise locations and 64 ATMs located at
off-premise sites.  In addition, Trustmark’s Insurance Division utilizes two off-site locations while the Mortgage
Banking Group has two additional off-site locations.  Trustmark leases 71 of its 233 locations with the remainder
being owned.

ITEM 3.  LEGAL PROCEEDINGS

Trustmark’s wholly-owned subsidiary, TNB, has been named as a defendant in two lawsuits related to the collapse of
the Stanford Financial Group.  The first is a purported class action complaint that was filed on August 23, 2009 in the
District Court of Harris County, Texas, by Peggy Roif Rotstain, Guthrie Abbott, Catherine Burnell, Steven
Queyrouze, Jaime Alexis Arroyo Bornstein and Juan C. Olano, on behalf of themselves and all others similarly
situated, naming TNB and four other financial institutions unaffiliated with Trustmark as defendants.  The complaint
seeks to recover (i) alleged fraudulent transfers from each of the defendants in the amount of fees and other monies
received by each defendant from entities controlled by R. Allen Stanford (collectively, the “Stanford Financial Group”)
and (ii) damages allegedly attributable to alleged conspiracies by one or more of the defendants with the Stanford
Financial Group to commit fraud and/or aid and abet fraud on the asserted grounds that defendants knew or should
have known the Stanford Financial Group was conducting an illegal and fraudulent scheme.  Plaintiffs have demanded
a jury trial.  Plaintiffs did not quantify damages.  In November 2009, the lawsuit was removed to federal court by
certain defendants and then transferred by the United States Panel on Multidistrict Litigation to federal court in the
Northern District of Texas (Dallas) where multiple Stanford related matters are being consolidated for pre-trial
proceedings.  In May 2010, all defendants (including TNB) filed motions to dismiss the lawsuit, and the motions to
dismiss have been fully briefed by all parties.  The court has not yet ruled on the defendants’ motions to dismiss.  In
August 2010, the court authorized and approved the formation of an Official Stanford Investors Committee to
represent the interests of Stanford investors and, under certain circumstances, to file legal actions for the benefit of
Stanford investors.  In December 2011, the Official Stanford Investors Committee (“OSIC”) filed a motion to intervene
in this action.  In September 2012, the district court referred the case to a magistrate judge for hearing and
determination of certain pretrial issues.  In December 2012, the court granted the OSIC’s motion to intervene, and the
OSIC filed an Intervenor Complaint against one of the other defendant financial institutions. In February 2013, the
OSIC filed an additional Intervenor Complaint that asserts claims against TNB and the remaining defendant financial
institutions. The OSIC seeks to recover: (i) alleged fraudulent transfers in the amount of the fees each of the
defendants allegedly received from Stanford Financial Group, the profits each of the defendants allegedly made from
Stanford Financial Group deposits, and other monies each of the defendants allegedly received from Stanford
Financial Group; (ii) damages attributable to alleged conspiracies by each of the defendants with the Stanford
Financial Group to commit fraud and/or aid and abet fraud and conversion on the asserted grounds that the defendants
knew or should have known the Stanford Financial Group was conducting an illegal and fraudulent scheme; and (iii)
punitive damages. The OSIC did not quantify damages.

23

Edgar Filing: TRUSTMARK CORP - Form 10-K

43



Table of Contents

The second Stanford-related lawsuit was filed on December 14, 2009 in the District Court of Ascension Parish,
Louisiana, individually by Harold Jackson, Paul Blaine, Carolyn Bass Smith, Christine Nichols, and Ronald and
Ramona Hebert naming TNB (misnamed as Trust National Bank) and other individuals and entities not affiliated with
Trustmark as defendants.  The complaint seeks to recover the money lost by these individual plaintiffs as a result of
the collapse of  the Stanford Financial Group (in addition to other damages) under various theories and causes of
action, including negligence, breach of contract, breach of fiduciary duty, negligent misrepresentation, detrimental
reliance, conspiracy, and violation of Louisiana’s uniform fiduciary, securities, and racketeering laws.  The complaint
does not quantify the amount of money the plaintiffs seek to recover.  In January 2010, the lawsuit was removed to
federal court by certain defendants and then transferred by the United States Panel on Multidistrict Litigation to
federal court in the Northern District of Texas (Dallas) where multiple Stanford related matters are being consolidated
for pre-trial proceedings.  On March 29, 2010, the court stayed the case.  TNB filed a motion to lift the stay, which
was denied on February 28, 2012.  In September 2012, the district court referred the case to a magistrate judge for
hearing and determination of certain pretrial issues.

TNB’s relationship with the Stanford Financial Group began as a result of Trustmark’s acquisition of a Houston-based
bank in August 2006, and consisted of correspondent banking and other traditional banking services in the ordinary
course of business.  Both Stanford-related lawsuits are in their preliminary stages and have been previously disclosed
by Trustmark.

TNB is the defendant in two putative class actions challenging TNB’s practices regarding "overdraft" or
"non-sufficient funds" fees charged by TNB in connection with customer use of debit cards, including TNB’s order of
processing transactions, notices and calculations of charges, and calculations of fees. Kathy D. White v. TNB was
filed in Tennessee state court in Memphis, Tennessee and was removed on June 19, 2012 to the United States District
Court for the Western District of Tennessee. (Plaintiff Kathy White had filed an earlier, virtually identical action that
was voluntarily dismissed.) Leroy Jenkins v. TNB was filed on June 4, 2012 in the United States District Court for the
Southern District of Mississippi. The White and Jenkins pleadings are matters of public record in the files of the
courts. In both cases, the plaintiffs purport to represent classes of similarly-situated customers of TNB. The White
complaint asserts claims of breach of contract, breach of a duty of good faith and fair dealing, unconscionability,
conversion, and unjust enrichment. The Jenkins complaint includes similar allegations as well as federal-law claims
under the Electronic Funds Transfer Act (EFTA) and RICO; however, the RICO claims were voluntarily dismissed
from the case on January 9, 2013.  On July 19, 2012, the plaintiff in the White case filed an amended complaint to add
plaintiffs from Mississippi and also to add federal EFTA claims.  Trustmark contends that amended complaint was
procedurally improper.  On October 4, 2012, the plaintiff in the White case moved for leave to add two Tennessee
plaintiffs.  That motion is pending for decision.  Trustmark has filed preliminary dismissal and venue transfer motions,
and discovery has begun, in the White case; the Jenkins case has not yet entered the active discovery stage. Each of
these complaints seeks the imposition of a constructive trust and unquantified damages.  These complaints are largely
patterned after similar lawsuits that have been filed against other banks across the country.

Trustmark and its subsidiaries are also parties to other lawsuits and other claims that arise in the ordinary course of
business.  Some of the lawsuits assert claims related to the lending, collection, servicing, investment, trust and other
business activities, and some of the lawsuits allege substantial claims for damages.

All pending legal proceedings described above are being vigorously contested.  In the regular course of business,
Management evaluates estimated losses or costs related to litigation, and provision is made for anticipated losses
whenever Management believes that such losses are probable and can be reasonably estimated.  At the present time,
Management believes, based on the advice of legal counsel and Management’s evaluation, that (i) the final resolution
of pending legal proceedings described above will not, individually or in the aggregate, have a material impact on
Trustmark’s consolidated financial position or results of operations and (ii) a material adverse outcome in any such
case is not reasonably possible.
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ITEM 4.  MINE SAFETY DISCLOSURES

Not applicable.

PART II

ITEM 5.  MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

Common Stock Prices and Dividends

Trustmark’s common stock is listed on the NASDAQ Stock Market and is traded under the symbol TRMK.  The table
below represents, for each quarter of 2012 and 2011, the high and low intra-day sales price per share of Trustmark’s
common stock and the cash dividends declared per common share.

2012 2011
Sales Price Per
Share High Low High Low
First quarter $ 25.88 $ 22.86 $ 26.14 $ 21.57
Second quarter 26.16 22.97 24.50 22.27
Third quarter 26.35 23.37 24.14 17.62
Fourth quarter 24.96 20.76 24.78 17.06

Dividends Per Share 2012 2011
First quarter $0.23 $0.23
Second quarter 0.23 0.23
Third quarter 0.23 0.23
Fourth quarter 0.23 0.23
    Total $0.92 $0.92

At January 31, 2013, there were approximately 3,400 registered shareholders of record and approximately 6,200
beneficial account holders of shares in nominee name of Trustmark’s common stock.  Other information required by
this item can be found in Note 18 - Shareholders’ Equity included in Item 8 - Financial Statements and Supplementary
Data located elsewhere in this report.
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Performance Graph

The following graph compares Trustmark’s annual percentage change in cumulative total return on common shares
over the past five years with the cumulative total return of companies comprising the NASDAQ market value index
and the Morningstar Banks – Regional – US index. The Morningstar Banks – Regional – US index is an industry index
published by Morningstar and consists of 1,000 large, regional, diverse financial institutions serving the corporate,
government and consumer needs of retail banking, investment banking, trust management, credit cards and mortgage
banking in the United States.  This presentation assumes that $100 was invested in shares of the relevant issuers on
December 31, 2007, and that dividends received were immediately invested in additional shares.  The graph plots the
value of the initial $100 investment at one-year intervals for the fiscal years shown.

Company 2007 2008 2009 2010 2011 2012
Trustmark 100.00 89.17 97.72 112.35 114.53 110.10
Morningstar Banks -
Regional - US 100.00 67.94 64.07 70.97 56.83 76.76
NASDAQ 100.00 59.98 87.15 102.86 102.04 120.15
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ITEM 6.                 SELECTED FINANCIAL DATA

The following unaudited consolidated financial data is derived from Trustmark’s audited financial statements as of and
for the five years ended December 31, 2012 ($ in thousands except per share data).  The data should be read in
conjunction with Item 7 - Management’s Discussion and Analysis of Financial Condition and Results of Operations
and Item 8 – Financial Statements and Supplementary Data found elsewhere in this report.

Years Ended December 31, 2012 2011 2010 2009 2008
Consolidated Statements of Income
Total interest income $371,659 $391,979 $408,218 $442,062 $483,279
Total interest expense 30,669 43,036 56,195 87,853 164,119
Net interest income 340,990 348,943 352,023 354,209 319,160
Provision for loan losses, LHFI 6,766 29,704 49,546 77,112 76,412
Provision for loan losses, acquired loans 5,528 624 - - -
Noninterest income 175,189 159,854 165,927 168,242 177,258
Noninterest expense 344,502 329,850 325,649 308,259 283,719
Income before income taxes 159,383 148,619 142,755 137,080 136,287
Income taxes 42,100 41,778 42,119 44,033 43,870
Net Income 117,283 106,841 100,636 93,047 92,417
Preferred stock dividends/discount
accretion - - - 19,998 1,353
Net Income Available to Common
Shareholders $117,283 $106,841 $100,636 $73,049 $91,064

Common Share Data
Basic earnings per share $1.81 $1.67 $1.58 $1.26 $1.59
Diluted earnings per share 1.81 1.66 1.57 1.26 1.59
Cash dividends per share 0.92 0.92 0.92 0.92 0.92

Performance Ratios
Return on average common equity 9.30 % 8.95 % 8.79 % 7.22 % 9.62 %
Return on average tangible common
equity 12.55 % 12.25 % 12.31 % 10.80 % 14.88 %
Return on average total equity 9.30 % 8.95 % 8.79 % 7.72 % 9.53 %
Return on average assets 1.20 % 1.11 % 1.08 % 0.98 % 1.01 %
Net interest margin (fully taxable
equivalent) 4.09 % 4.26 % 4.41 % 4.25 % 4.01 %

Credit Quality Ratios (1)
Net charge-offs/average loans 0.30 % 0.56 % 0.95 % 1.01 % 0.87 %
Provision for loan losses/average loans 0.11 % 0.49 % 0.79 % 1.14 % 1.09 %
Nonperforming loans/total loans (incl
LHFS*) 1.41 % 1.82 % 2.30 % 2.16 % 1.64 %
Nonperforming assets/total loans (incl
LHFS*) plus ORE** 2.71 % 3.08 % 3.64 % 3.48 % 2.18 %
Allowance for loan losses/total loans (excl
LHFS*) 1.41 % 1.53 % 1.54 % 1.64 % 1.41 %

December 31, 2012 2011 2010 2009 2008
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Consolidated Balance Sheets
Total assets $9,828,667 $9,727,007 $9,553,902 $9,526,018 $9,790,909
Securities 2,699,933 2,526,698 2,318,096 1,917,380 1,802,470
Loans held for investment and acquired
loans (incl LHFS*) 5,984,304 6,150,841 6,213,286 6,546,022 6,960,668
Deposits 7,896,517 7,566,363 7,044,567 7,188,465 6,823,870
Common shareholders' equity 1,287,369 1,215,037 1,149,484 1,110,060 973,340
Preferred shareholder equity - - - - 205,126

Common Stock Performance
Market value - close $22.46 $24.29 $24.84 $22.54 $21.59
Common book value 19.86 18.94 17.98 17.43 16.98
Tangible common book value 15.10 14.18 13.17 12.55 11.49

Capital Ratios
Total equity/total assets 13.10 %
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