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PART I

Item 1. Business
Overview

City National Corporation (the "Corporation"), a Delaware corporation organized in 1968, is a bank holding company and a financial
holding company under the Gramm-Leach-Bliley Financial Modernization Act of 1999 (the "GLB Act"). The Corporation provides a wide range
of banking, investing and trust services to its clients through its wholly-owned banking subsidiary, City National Bank (the "Bank" and together
with the Corporation, its subsidiaries and its asset management affiliates the "Company"). The Bank, which has conducted business since 1954,
is a national banking association headquartered in Los Angeles, California and operates through 78 offices, including 16 full-service regional
centers, in Southern California, the San Francisco Bay area, Nevada, New York City, Nashville, Tennessee and Atlanta, Georgia. As of
December 31, 2012, the Company had five consolidated asset management affiliates in which it held a majority ownership interest. The
Company also had one unconsolidated subsidiary, Business Bancorp Capital Trust I. At year-end 2012, the Company had consolidated total
assets of $28.62 billion, total loan balances of $15.85 billion, total deposits of $23.50 billion, and assets under management or administration of
$56.68 billion. The Company provides comprehensive financial solutions to affluent individuals, entrepreneurs, professionals, their businesses
and their families. The Company provides a premier banking and financial experience through an uncommon dedication to extraordinary
service, proactive advice and complete financial solutions. At December 31, 2012, the Company had 3,472 full-time equivalent employees.

Additional information regarding our business and our subsidiaries, as well as regarding our acquisitions, is included in the information set

forth in Item 7, Management's Discussion and Analysis of Financial Condition and Results of Operations ("MD&A") and Note 3, Business
Combinations, of the Notes to Consolidated Financial Statements, and is incorporated herein by reference.

Our website is www.cnb.com and the investor relations section of our website may be reached through
https://www.cnb.com/investor-relations/investor-kit.asp. We make available free of charge, on or through the investor relations links on our
website, annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, as well as any amendment to those reports,
and proxy statements, as soon as reasonably practicable after we electronically file such material with, or furnish it to, the Securities and
Exchange Commission ("SEC"). Information about our Board of Directors (the "Board") and its committees and our corporate governance
policies and practices is available on the Corporate Governance section of the Investor Relations page of our web site. Our SEC filings are also
available through the SEC's website at www.sec.gov.

Business Segments

The Company has three reportable segments, Commercial and Private Banking, Wealth Management and Other. The Commercial and
Private Banking segment provides banking products and services, including commercial and mortgage lending, lines of credit, equipment lease
financing, deposits, cash management services, international trade finance and letters of credit. All investment advisory affiliates and the Bank's
wealth management services are included in the Wealth Management segment. All other subsidiaries, the unallocated portion of corporate
departments and inter-segment eliminations are included in the Other segment. Information about the Company's segments is provided in
Note 22 of the Notes to Consolidated Financial Statements as well as in the MD&A section of this report.

The Company's principal client base consists of small to mid-sized businesses, entrepreneurs, professionals, and affluent individuals. The
Company serves its clients through relationship banking.
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The Company's value proposition is to provide the ultimate banking experience through depth of expertise, breadth of resources, focus and
location, dedication to complete solutions, a relationship banking model and an integrated team approach. Through the use of private and
commercial banking teams, product specialists and investment advisors, the Company facilitates the use by the client, where appropriate, of
multiple services and products offered by the Company. The Company offers a broad range of lending, deposit, cash management, international
banking, equipment financing, and other products and services. The Company also lends, invests, and provides services in accordance with its
Community Reinvestment Act ("CRA") commitments.

The Bank's wealth management division and the Corporation's asset management subsidiaries make available the following investment
advisory and wealth management resources and expertise to the Company's clients:

investment management and advisory services and brokerage services, including portfolio management, securities trading
and asset management;

personal and business trust and investment services, including employee benefit trust services, 401(k) and defined benefit
plans; and

estate and financial planning and custodial services.

The Company also advises and makes available mutual funds under the name of CNI Charter Funds and Rochdale Investment Trust. The
Bank's wealth management division and the Corporation's asset management subsidiaries provide both proprietary and nonproprietary products
to offer a full spectrum of asset classes and investment styles, including fixed-income instruments, mutual funds, domestic and international
equities and alternative investments, such as hedge funds. Investment services are provided to institutional as well as individual clients.

Competition

There is significant competition among commercial banks and other financial institutions in the Company's market areas. California, New
York, Nevada, Tennessee and Georgia are highly competitive environments for banks and other financial organizations that provide private and
business banking and wealth management services. The Company faces competitive credit and pricing pressure as it competes with other banks
and financial organizations. The Company's performance is also significantly influenced by California's economy. As a result of the GLB Act,
the Company also competes with other providers of financial services such as money market mutual funds, securities firms, credit unions,
insurance companies and other financial services companies. Furthermore, interstate banking legislation has promoted more intense competition
by eroding the geographic constraints on the financial services industry.

Our ability to compete effectively is due to our provision of personalized services resulting from management's knowledge and awareness
of its clients' needs and its market areas. We believe this relationship banking approach and specialized knowledge provide a business advantage
in providing high client satisfaction and serving the small to mid-sized businesses, entrepreneurs, professionals and other affluent individuals
that comprise the Company's client base. Our ability to compete also depends on our ability to continue to attract and retain our senior
management and other key colleagues. Further, our ability to compete depends in part on our ability to continue to develop and market new and
innovative products and services and to adopt or develop new technologies that differentiate our products and services.

Economic Conditions, Government Policies, Legislation and Regulation

The Company's earnings and profitability, like most financial institutions, are highly sensitive to general business and economic conditions.
These conditions include the yield curve, inflation, available
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money supply, the value of the U.S. dollar as compared to foreign currencies, fluctuations in both debt and equity markets, and the strength of
the U.S. economy and the local economies in which we conduct business. Energy and commodity prices are additional primary sources of risk
and volatility. The Company's financial performance generally, and in particular the ability of borrowers to pay interest on and repay principal of
outstanding loans and the value of collateral securing those loans, is highly dependent upon the business environment in the States of California,
Nevada, New York, Tennessee and Georgia, and in the United States as a whole. While the United States is showing signs of recovery from the
recent economic crisis, it is not certain that conditions will continue to improve and could worsen. Unemployment levels are improving but
remain high. Uncertainty regarding continued economic improvement could lead to decreased consumer confidence and spending which could
have a negative impact on our clients' businesses and in turn on our business. The Company can be negatively affected by changes in the
financial performance of our clients and borrowers including through decreased loan utilization rates, increased delinquencies and defaults and
changes to our customers' ability to meet certain credit obligations. While real estate values have shown signs of improvement, declines in
commercial real estate and housing values could have a negative impact on the value of collateral securing loans. In addition, unresolved federal
budget negotiations and the level of United States debt may have a destabilizing effect on financial markets. Europe and other global economies
face continued economic stresses including increasing debt levels, that could impact the capital markets generally, including the Company's
ability to access capital and the trading price of the Company's securities.

In general, the difference between the interest rates paid by the Bank on interest-bearing liabilities, such as deposits and other borrowings,
and the interest rates received by the Bank on its interest-earning assets, such as loans extended to its clients and securities held in its investment
portfolio, comprise the major portion of the Company's earnings. These rates are highly sensitive to many factors that are beyond the Company's
control, such as inflation, recession, and unemployment. See Item 1A Risk Factors.

The Company's business and earnings are further affected by the monetary and fiscal policies of the federal government and its agencies,
particularly the Board of Governors of the Federal Reserve System (the "Federal Reserve"). The Federal Reserve regulates the supply of money
and credit in the United States. Among the instruments of monetary policy available to the Federal Reserve are its open-market operations in
U.S. Government securities, including adjusting the required level of reserves for depository institutions subject to its reserve requirements, and
varying the target federal funds and discount rates applicable to borrowings by depository institutions. The actions of the Federal Reserve in
these areas influence the growth of bank loans, investments, and deposits and also affect interest rates earned on interest-earning assets and paid
on interest-bearing liabilities. Changes in the policies of the Federal Reserve may have an effect on the Company's business, results of operations
and financial condition.

Proposals to change the laws and regulations governing the operations and taxation of banks, bank holding companies, and other financial
institutions and financial services providers are frequently introduced in the U.S. Congress, in the state legislatures, and before various
regulatory agencies. The likelihood and timing of any proposals or legislation and the impact they may have on the Company cannot be
determined at this time.

Supervision and Regulation
General

The Corporation, the Bank and the Corporation's non-banking subsidiaries are subject to extensive regulation under both federal and state
law. These regulations are intended primarily for the protection of depositors, the deposit insurance fund, and the banking system as a whole,
and not for the
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protection of shareholders of the Corporation. Set forth below is a summary description of the significant laws and regulations applicable to the
Corporation and the Bank. The description is qualified in its entirety by reference to the applicable laws and regulations.

Regulatory Agencies

The Corporation is a legal entity separate and distinct from the Bank and its other subsidiaries. As a financial holding company and a bank
holding company, the Corporation is regulated under the Bank Holding Company Act of 1956 (the "BHC Act"), and is subject to supervision,
regulation and inspection by the Federal Reserve. The Corporation is also under the jurisdiction of the SEC and is subject to the disclosure and
regulatory requirements of the Securities Act of 1933, as amended, and the Securities Exchange Act of 1934, as amended, each administered by
the SEC. The Corporation is listed on the New York Stock Exchange ("NYSE") under the trading symbol "CYN" and is subject to the rules of
the NYSE for listed companies.

The Bank, as a national banking association, is subject to broad federal regulation and oversight extending to all of its operations by the
Office of the Comptroller of the Currency ("OCC"), its primary regulator, and also by the Federal Reserve, the Consumer Financial Protection
Bureau ("CFPB") and the Federal Depository Insurance Corporation ("FDIC").

The Corporation's non-bank subsidiaries are also subject to regulation by the Federal Reserve and other federal and state agencies,
including for those non-bank subsidiaries that are investment advisors, by the SEC under the Investment Advisors Act of 1940. The Company's
registered broker-dealers are regulated by the SEC, the Financial Industry Regulatory Authority and state securities regulators.

The Corporation

The Corporation is a bank holding company and a financial holding company. In general, the BHC Act limits the business of bank holding
companies to banking, managing or controlling banks and other activities that the Federal Reserve has determined to be so closely related to
banking as to be a proper incident thereto. As a result of the GLB Act, which amended the BHC Act, bank holding companies that are financial
holding companies may engage in any activity, or acquire and retain the shares of a company engaged in any activity, that is either (i) financial
in nature or incidental to such financial activity (as determined by the Federal Reserve in consultation with the OCC) or (ii) complementary to a
financial activity, and that does not pose a substantial risk to the safety and soundness of depository institutions or the financial system generally
(as determined solely by the Federal Reserve). Activities that are financial in nature include securities underwriting and dealing, insurance
underwriting and agency, and making merchant banking investments.

Currently, if a bank holding company seeks to engage in the broader range of activities that are permitted under the BHC Act for financial
holding companies, (i) all of its depository institution subsidiaries must be "well capitalized" and "well managed" and (ii) it must file a
declaration with the Federal Reserve that it elects to be a financial holding company. A depository institution subsidiary is considered to be "well
capitalized" if it satisfies the requirements for this status discussed in the section captioned "Capital Adequacy and Prompt Corrective Action,"
included elsewhere in this item. A depository institution subsidiary is considered "well managed" if it received a composite rating and
management rating of 1 or 2 (on a scale of 5, with 1 being the highest rating) in its most recent examination. In addition, the subsidiary
depository institution must have received a rating of at least "satisfactory" in its most recent examination under the CRA. (See the section
captioned "Community Reinvestment Act" included elsewhere in this item.) Under the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 (the "Dodd-Frank Act"), bank holding companies, as well as their depository institution subsidiaries, are also required to
be "well capitalized" and "well managed" in




Edgar Filing: CITY NATIONAL CORP - Form 10-K

Table of Contents
order to engage in the broader range of activities that are permitted under the BHC Act for financial holding companies.

Financial holding companies that do not continue to meet all of the requirements for such status, depending on which requirement they fail
to meet, may not be able to undertake new activities or acquisitions that are financial in nature, or may lose the ability to continue those activities
that are not generally permissible for bank holding companies. In addition, failure to satisfy conditions prescribed by the Federal Reserve to
comply with any such requirements could result in orders to divest banking subsidiaries or to cease engaging in activities other than those
closely related to banking under the BHC Act.

The BHC Act, the Federal Bank Merger Act, and other federal and state statutes regulate acquisitions of commercial banks. The BHC Act
requires the prior approval of the Federal Reserve for the direct or indirect acquisition of control of a commercial bank or its parent holding
company, whether by (i) the acquisition of 25 percent or more of any class of voting securities; (ii) controlling the election of a majority of the
directors; or (iii) the exercise of a controlling influence over the management or policies of the banking organization, which can include the
acquisition of as little as 5 percent of any class of voting securities together with other factors. Under the Federal Bank Merger Act, the prior
approval of the OCC is required for a national bank to merge with another bank or purchase the assets or assume the deposits of another bank. In
reviewing applications seeking approval of merger and acquisition transactions, the bank regulatory authorities will consider, among other
things, the competitive effect and public benefits of the transactions, the capital position of the combined organization, the applicant's
performance record under the CRA (see the section captioned "Community Reinvestment Act" included elsewhere in this item), fair housing
laws and the effectiveness of the subject organizations in combating money laundering activities. Under the Dodd-Frank Act, bank regulatory
authorities also review the potential risks of the transaction to the stability of the U.S. banking system or financial system.

Source of Strength Doctrine

Federal Reserve policy requires a bank holding company to serve as a source of financial and managerial strength to its subsidiary banks
and does not permit a bank holding company to conduct its operations in an unsafe or unsound manner. Under this "source of strength doctrine,"
a bank holding company is expected to stand ready to use its available resources to provide adequate capital funds to its subsidiary banks during
periods of financial stress or adversity, and to maintain resources and the capacity to raise capital that it can commit to its subsidiary banks. Any
capital loans by a bank holding company to any of its subsidiary banks are subordinate in right of payment of deposits and to certain other
indebtedness of such subsidiary banks. The BHC Act provides that, in the event of a bank holding company's bankruptcy, any commitment by
the bank holding company to a federal bank regulatory agency to maintain the capital of a subsidiary bank will be assumed by the bankruptcy
trustee and entitled to priority of payment. In addition, under the National Bank Act, if the capital stock of the Bank is impaired by losses or
otherwise, the OCC is authorized to require payment of the deficiency by assessment upon the Corporation. If the assessment is not paid within
three months, the OCC could order a sale of the Bank stock held by the Corporation to satisfy the deficiency. Furthermore, the Federal Reserve
has the right to order a bank holding company to terminate any activity that the Federal Reserve believes is a serious risk to the financial safety,
soundness or stability of any subsidiary bank. The Dodd-Frank Act codifies the "source of strength doctrine."

The Bank

The OCC has extensive examination, supervision and enforcement authority over all national banks, including the Bank. If, as a result of an
examination of a bank, the OCC determines that the financial condition, capital resources, asset quality, earnings prospects, management,
liquidity, or other
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aspects of the bank's operations are unsatisfactory or that the bank or its management is violating or has violated any law or regulation, various
remedies are available to the OCC. These remedies include the power to enjoin "unsafe or unsound" practices, to require affirmative action to
correct any conditions resulting from any violation or practice, to issue an administrative order that can be judicially enforced, to direct an
increase in capital, to restrict the growth of the Bank, to assess civil monetary penalties, to remove officers and directors, and ultimately to
terminate the Bank's deposit insurance.

The OCC, as well as other federal banking agencies, has adopted regulations and guidelines establishing safety and soundness standards,
including but not limited to such matters as loan underwriting and documentation, risk management, internal controls and audit systems, interest
rate risk exposure, asset quality and earnings and compensation and other employee benefits.

Various other requirements and restrictions under the laws of the United States affect the operations of the Bank. Statutes and regulations
relate to many aspects of the Bank's operations, including reserves against deposits, ownership of deposit accounts, interest rates payable on
deposits, loans, investments, mergers and acquisitions, borrowings, dividends, locations of branch offices, and capital requirements.

The Dodd-Frank Act

The Dodd-Frank Act, which was signed into law on July 21, 2010, has had, and will continue to have, a broad impact on the financial
services industry, imposing significant regulatory and compliance changes, increased capital, leverage and liquidity requirements and numerous
other provisions designed to improve supervision and oversight of the financial services sector. The Dodd-Frank Act requires various federal
agencies to adopt a broad range of new rules and regulations, and to prepare numerous studies and reports for Congress. The federal agencies are
given significant discretion in drafting the rules and regulations, and, as a result, many of the details and much of the impact of the Dodd-Frank
Act may not be known for many months or years.

The Dodd-Frank Act significantly restructures the financial services regulatory scheme, including through the expansion of the scope of
oversight responsibility of certain federal agencies and through the creation of new oversight bodies. For example, the Dodd-Frank Act
established the CFPB with broad powers to supervise and enforce consumer protection laws. The CFPB has broad rule-making authority for a
wide range of consumer protection laws that apply to all banks and savings institutions and non-bank financial institutions, including the
authority to prohibit "unfair, deceptive or abusive acts and practices." The CFPB has examination and enforcement authority over all banking
and non-banking financial organizations with more than $10 billion in assets. The Dodd-Frank Act also created the Financial Stability Oversight
Council which is charged with identifying risks to financial stability that could arise from the material financial distress or failure, or ongoing
activities, of nonbank financial companies and which could recommend to the Federal Reserve increasingly strict rules for capital, leverage,
liquidity, risk management and other requirements as companies grow in size and complexity. The Dodd-Frank Act also weakens the federal
preemption rules that have been applicable for national banks and gives state attorneys general the ability to enforce state and federal consumer
protection laws.

The Dodd-Frank Act impacts, among other things, the way financial services companies do business, the cost of doing business and capital
standards applicable to financial services companies. For example, the Dodd-Frank Act requires that all insured depository institutions and their
holding companies be subject to the same generally applicable risk-based capital and leverage rules, which led to the removal of trust preferred
securities as a permitted component of a holding company's Tier 1 capital and other comprehensive revisions to regulatory capital rules,
including the Basel III capital standards discussed further below. Provisions in the legislation that require revisions to the capital
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The Dodd-Frank Act also expands the base for FDIC insurance assessments. Assessments are now based on the average consolidated total
assets less tangible equity capital of a financial institution. The Dodd-Frank Act also permanently increases the maximum amount of deposit
insurance for banks, savings institutions and credit unions to $250,000 per depositor, retroactive to January 1, 2009 and increases the minimum
reserve ratio for the Deposit Insurance Fund from 1.15% to 1.35%. The Dodd-Frank Act repeals the federal prohibitions on the payment of
interest on demand deposits, thereby permitting depository institutions to pay interest on business transaction and other accounts. The
Dodd-Frank Act also provides for amendments to the Electronic Fund Transfer Act ("EFTA") which have resulted in rules limiting debit-card
interchange fees and stringent requirements regarding remittance transfers to locations outside the United States. Provisions in the legislation
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. Changes regarding remittance transfers to locations outside
the United States may increase the costs associated with these services and discourage the provision of these services.

Other significant provisions of the Dodd-Frank Act include:

Comprehensive regulation of the over-the-counter derivatives market, which would include certain provisions that would
effectively prohibit insured depository institutions from conducting certain derivatives activities in the institution itself;

Establishment of fiduciary duties for broker-dealers when providing investment advice to retail customers, which standard
would be no less stringent than the standard currently applied to investment advisors;

Prohibitions on banking entities from engaging in most proprietary trading or from acquiring or retaining any equity,
partnership or other ownership interest in, or sponsorship of, a private equity or hedge fund, subject to certain limited

exceptions;

Mortgage reform provisions regarding a customer's ability to repay, restricting variable-rate lending by requiring that the
ability to repay be determined for variable-rate loans by using the maximum rate that will apply during the first five years of
a variable-rate loan term, and making more loans subject to provisions for higher cost loans, new disclosures, and certain

other revisions; and

Corporate governance requirements regarding executive compensation and related disclosure that apply to all public
companies, not just financial institutions.

The increased regulatory burden on the financial services industry, including legislative and regulatory changes affecting capital, liquidity,
supervision, permissible activities, corporate governance and compensation, changes in fiscal policy and steps to eliminate government support
for banking organizations, may have long-term effects on the business model and profitability of banking organizations that cannot now be
foreseen. Many aspects of the Dodd-Frank Act are subject to rulemaking and will take effect over several years, making it difficult to anticipate
the overall financial impact on the Company, its customers or the financial services industry more generally.

Anti-Money Laundering and OFAC Regulation

A major focus of governmental policy on financial institutions in recent years has been aimed at combating money laundering and terrorist
financing. The Bank Secrecy Act of 1970 ("BSA") and subsequent laws and regulations require the Bank to take steps to prevent the use of the
Bank or its systems from facilitating the flow of illegal or illicit money and to file suspicious activity reports. Those
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requirements include ensuring effective Board and management oversight, establishing policies and procedures, developing effective monitoring
and reporting capabilities, ensuring adequate training and establishing a comprehensive internal audit of BSA compliance activities. The USA
Patriot Act of 2001 ("Patriot Act") significantly expanded the anti-money laundering ("AML") and financial transparency laws and regulations
by imposing significant new compliance and due diligence obligations, creating new crimes and penalties and expanding the extra-territorial
jurisdiction of the United States. Regulations promulgated under the Patriot Act impose various requirements on financial institutions, such as
standards for verifying client identification at account opening and maintaining expanded records (including "Know Your Customer" and
"Enhanced Due Diligence" practices) and other obligations to maintain appropriate policies, procedures and controls to aid the process of
preventing, detecting, and reporting money laundering and terrorist financing. The Patriot Act also applies BSA procedures to broker-dealers.
An institution subject to the Patriot Act must provide AML training to employees, designate an AML compliance officer and annually audit the
AML program to assess its effectiveness. The OCC continues to issue regulations and new guidance with respect to the application and
requirements of BSA and AML. The United States has imposed economic sanctions that affect transactions with designated foreign countries,
nationals and others. Based on their administration by Treasury's Office of Foreign Assets Control ("OFAC"), these are typically known as the
"OFAC" rules. The OFAC-administered sanctions targeting countries take many different forms. Generally, however, they contain one or more
of the following elements: (i) restrictions on trade with or investment in a sanctioned country, including prohibitions against direct or indirect
imports from and exports to a sanctioned country and prohibitions on "U.S. persons" engaging in financial transactions relating to making
investments in, or providing investment-related advice or assistance to, a sanctioned country; and (ii) a blocking of assets in which the
government or specially designated nationals of the sanctioned country have an interest, by prohibiting transfers of property subject to U.S.
jurisdiction (including property in the possession or control of U.S. persons). Blocked assets (e.g., property and bank deposits) cannot be paid
out, withdrawn, set off or transferred in any manner without a license from OFAC.

Failure of a financial institution to maintain and implement adequate BSA, AML and OFAC programs, or to comply with all of the relevant
laws or regulations, could have serious legal and reputational consequences for the institution.

Fair Lending Laws

The enforcement of Fair Lending laws has been an increasing area of focus for regulators, including the OCC and CFPB. Fair Lending laws
related to extensions of credit are included in The Equal Credit Opportunity Act of 1974 and the Fair Housing Act of 1968 which prohibit
discrimination in residential real estate and credit transactions based on race, color, national origin, sex, marital status, familial status, religion,
age, physical ability, the fact that all or part of the applicant's income derives from a public assistance program or the fact that the applicant has
exercised any right under the Consumer Credit Protection Act. Under the Fair Lending laws, lenders can also be liable for policies which have a
disparate impact on, or result in disparate treatment of, a protected class of applicants or borrowers. Lenders are required to have a Fair Lending
program that is of sufficient scope to monitor the inherent Fair Lending risk of the institution and that appropriately remediates any issues which
are identified. Generally, regulatory agencies are required to refer fair lending violations to the Department of Justice for investigation. In
December 2012, The Department of Justice and CFPB entered into a Memorandum of Understanding under which the agencies have agreed to
share information, coordinate investigations and have generally committed to strengthen their coordination efforts. Failure of a financial
institution to maintain and implement an adequate Fair Lending program, or to comply with all of the relevant laws or regulations, could have
serious legal and reputational consequences for the institution.

11
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The Corporation is a legal entity separate and distinct from the Bank. Dividends from the Bank constitute the principal source of cash
revenues to the Corporation. The Bank is subject to various statutory and regulatory restrictions on its ability to pay dividends to the
Corporation. The prior approval of the OCC is required if the total of all dividends declared by a national bank in any calendar year would
exceed the sum of the bank's net profits for that year and its retained net profits for the preceding two calendar years, less any required transfers
to surplus. Federal law also prohibits national banks from paying dividends that would be greater than the bank's undivided profits after
deducting statutory bad debt in excess of the bank's allowance for loan and lease losses. In addition, federal bank regulatory authorities can
prohibit the Bank from paying dividends, depending upon the Bank's financial condition and compliance with capital and non-capital safety and
soundness standards established under the Federal Deposit Insurance Act, as described below. Federal regulatory authorities have indicated that
paying dividends that deplete a bank's capital base to an inadequate level would be an unsafe and unsound banking practice and that banking
organizations should generally pay dividends only out of current operating earnings. See Note 13 of Notes to Consolidated Financial Statements
for additional information.

Federal law limits the ability of the Bank to extend credit to the Corporation or its other affiliates, to invest in stock or other securities
thereof, to take such securities as collateral for loans, and to purchase assets from the Corporation or other affiliates. These restrictions prevent
the Corporation and such other affiliates from borrowing from the Bank unless the loans are secured by marketable obligations of designated
amounts. Further, such secured loans and investments by the Bank to or in the Corporation or to or in any other affiliate are limited individually
to 10 percent of the Bank's capital stock and surplus and in the aggregate to 20 percent of the Bank's capital stock and surplus. See Note 13 of
Notes to Consolidated Financial Statements for additional information.

Federal law also provides that extensions of credit and other transactions between the Bank and the Corporation or one of its non-bank
subsidiaries must be on terms and conditions, including credit standards, that are substantially the same or at least as favorable to the Bank as
those prevailing at the time for comparable transactions involving other non-affiliated companies, or, in the absence of comparable transactions,
on terms and conditions, including credit standards, that in good faith would be offered to, or would apply to, non-affiliated companies. Further,
a bank holding company and its subsidiaries are prohibited from engaging in certain tie-in arrangements in connection with any extension of
credit, lease or sale of property, or furnishing of services.

Capital Adequacy and Prompt Corrective Action

Each federal banking regulatory agency has adopted risk-based capital regulations under which a banking organization's capital is
compared to the risk associated with its operations for both transactions reported on the balance sheet as assets as well as transactions that are
off-balance sheet items, such as letters of credit and recourse arrangements. Under the capital regulations, the nominal dollar amounts of assets
and the balance sheet equivalent amounts of off-balance sheet items are multiplied by one of several risk adjustment percentages, which range
from zero percent for asset categories with low credit risk, such as cash and certain Treasury securities, to 100 percent for asset categories with
relatively high credit risk, such as commercial loans. In total, these balances comprise the company's risk-weighted assets ("RWA") which are
the basis for important regulatory capital ratios. Bank holding companies and national banks such as the Corporation and the Bank are currently
required to maintain Tier 1 and Total capital equal to at least 4 percent and 8 percent, respectively, of their total RWA before they may be
classified as "adequately capitalized." Banking organizations with Tier 1 and Total capital ratios above 6 percent and 10 percent, respectively,
are eligible to be classified as "well capitalized" by the regulatory agencies. The risk-based capital rules reflect the credit-risk of the company's
activities, not other risks such as interest rate, liquidity, business or operational risks.
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During volatile or turbulent market conditions, bank regulators may set higher capital requirements for individual banks or for categories of
banks. In order to maintain a capital reserve sufficient to support normal banking operations during such turbulent episodes, the Company uses
internal capital adequacy assessment and stress testing procedures to establish Board approved guidelines for capital management.

In addition to the risk-based capital guidelines, federal banking regulatory agencies require banking organizations to maintain a minimum
amount of Tier 1 capital to total assets, referred to as the leverage ratio. For banks with low risk balance sheets, strong liquidity, earnings and
capital, and the lowest level of supervisory concern, the minimum leverage ratio is 3 percent. For all other banks, the minimum leverage ratio is
4 percent. These minimum standards are necessary for a bank to be classified as "adequately capitalized." Banks with leverage capital ratios of
5 percent or more may be classified as "well capitalized." As with the risk-based capital requirements, banks with supervisory, financial,
operational, or managerial weaknesses, as well as organizations that are anticipating or experiencing significant growth, are expected to maintain
capital ratios above the minimum levels. In addition to these uniform risk-based capital guidelines and leverage ratios that apply across the
industry, the federal banking agencies have the discretion to set individual minimum capital requirements for specific institutions at rates
significantly above the minimum guidelines and ratios.

At December 31, 2012, the Corporation and the Bank each exceeded the required risk-based capital ratios for classification as "well
capitalized" as well as the required minimum leverage ratios for the Bank. See "Management's Discussion and Analysis Balance Sheet
Analysis Capital" of this report.

The Federal Deposit Insurance Corporation Improvement Act ("FDICIA") requires federal bank regulatory agencies to take "prompt
corrective action" with respect to FDIC-insured depository institutions that do not meet minimum capital requirements. A depository institution's
treatment for purposes of the prompt corrective action provisions will depend on how its capital levels compare to various capital measures and
certain other factors, as established by regulation. FDICIA imposes progressively more restrictive constraints on operations, management and
capital distributions depending on the category in which an institution is classified. Failure to meet the capital guidelines could also subject a
banking institution to capital raising requirements. An "undercapitalized" bank must develop a capital restoration plan and its parent holding
company must guarantee that bank's compliance with the plan. The liability of the parent holding company under any such guarantee is limited
to the lesser of five percent of the bank's assets at the time it became "undercapitalized" or the amount needed to comply with the plan.
Furthermore, in the event of the bankruptcy of the parent holding company, such guarantee would take priority over the parent's general
unsecured creditors. In addition, FDICIA requires the various regulatory agencies to prescribe certain non-capital 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.

The current U.S. federal bank regulatory agencies' risk-based capital guidelines are based upon the 1988 capital accord ("Basel I") of the
Basel Committee on Banking Supervision ("BCBS"). The BCBS is a committee of central banks and bank supervisors/regulators from the major
industrialized countries that develops broad policy guidelines for use by each country's supervisors in determining the supervisory policies they

apply.

For several years, the U.S. bank regulators have been preparing to implement a new framework for risk-based capital adequacy developed
by BCBS, sometimes referred to as "Basel IL." In July 2007, the U.S. bank regulators announced an agreement reflecting their then-current plan
for implementing the most advanced approach under Basel II for the largest, most internationally active financial institutions. The agreement
also provides that the regulators will propose rules permitting other
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financial institutions, such as the Corporation, to choose between the current method of calculating risked-based capital ("Basel I") and the
"standardized" approach under Basel II. The standardized approach under Basel II would lower risk weightings for certain categories of assets
(including mortgages) from the weightings reflected in Basel I, but would also require an explicit capital charge for operational risk, which is not
required by Basel I. In July 2008, the U.S. bank regulators proposed a new rule, which includes the previously mentioned methods to calculate
risked-based capital, but for institutions using the "standardized" framework, modifies the method for determining the leverage ratio
requirement. At this time, Basel II does not apply to either the Corporation or the Bank.

In December 2010, the BCBS published the final version of the Capital Accord commonly referred to as Basel III. A key goal of the Basel
IIT agreement is to strengthen the capital resources of banking organizations during normal and challenging business environments. The
standards established in the Capital Accord will be implemented by the governing regulatory agencies of the participating nations. These
standards must also be integrated with the safety and soundness standards required under the Dodd-Frank Act. In June 2012, United States
banking regulators issued proposed standards combining Basel III and Dodd-Frank Act requirements. The proposed requirements will be phased
in over several years, and will replace the previous regulatory model established under the Basel I Accord. Important elements of the Basel I1I
standards include the following:

Increase minimum capital requirements;

Raise the quality of capital so banks are better able to absorb losses;

Implement a leverage ratio concept for international banks and U.S. bank holding companies;

Establish a specific capital conservation buffer; and

Provide a more uniform supervisory standard for U.S financial institution regulatory agencies.

Basel III represents both an addition to, and a revision of, the approach of Basel II. As Basel III has not yet been finalized and implemented
by the federal banking agencies, the Corporation cannot be certain as to how Basel III will impact the Corporation or the Bank, or how the
requirements of the Dodd-Frank Act will be reconciled with those of Basel I11.

Premiums for Deposit Insurance

The Bank's deposits are insured to applicable limits by the FDIC, which insurance is funded through assessments on member banks such as
the Bank. The Emergency Economic Stabilization Act of 2008 temporarily raised the maximum standard deposit insurance amount to $250,000.
In October 2008, the FDIC established a Temporary Liquidity Guarantee Program under which the FDIC fully insured all funds in
non-interest-bearing transaction accounts until December 31, 2009, which was later extended to 2010 (the "Transaction Account Guarantee
Program") and guaranteed certain senior unsecured debt of insured depository institutions or their qualified holding companies issued between
October 14, 2008 and October 31, 2009 with the FDIC guarantee expiring December 31, 2012 (the "Debt Guarantee Program"). The Bank did
not participate in the Debt Guarantee Program. The Bank did participate in the Transaction Account Guarantee Program until July 1, 2010.
Thereafter, the Dodd-Frank Act Deposit Insurance Provision permanently increased the maximum deposit insurance amount from $100,000 to
$250,000 effective December 31, 2010 and provided unlimited FDIC deposit insurance on non-interest bearing transactions accounts for all
FDIC-insured banks effective from December 31, 2010, through December 31, 2012. The provision authorizing unlimited deposit insurance
terminated on December 31, 2012, and was not extended. The expiration of the Program did not have a significant impact to the Company's
deposit levels and the Company maintains significant readily available liquidity resources to fund any further outflows. While the Company has
experienced deposit outflows since December 31, 2012, this is primarily attributed to seasonal cash flow variability of the Bank's clients.
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In June 2009, the FDIC imposed a special assessment equal to five basis points of assets less Tier 1 capital as of June 30, 2009 payable on
September 30, 2009 and reserved the right to impose additional special assessments. In lieu of further special assessments, on November 12,
2009 the FDIC approved a final rule to require all insured depository institutions to prepay their estimated assessments for the fourth quarter of
2009, and for all of 2010, 2011, and 2012 on December 30, 2009. The prepaid assessment would be applied against the actual assessment until
exhausted. Any funds remaining after June 30, 2013 would be returned to the institution. If the prepayment would impair an institution's
liquidity or otherwise create significant hardship, it could apply for an exemption.

The Dodd-Frank Act expanded the base for FDIC insurance assessments, requiring that assessments be based on the average consolidated
total assets less tangible equity capital of a financial institution. In 2011, the FDIC approved a final rule to implement the foregoing provision of
the Dodd-Frank Act and to make other changes to the deposit insurance assessment system applicable to insured depository institutions with
over $10 billion in assets, such as the Bank. Among other things, the final rule eliminates risk categories and the use of long-term debt issuer
ratings in calculating risk-based assessments, and instead implements a scorecard method, combining CAMELS ratings and certain
forward-looking financial measures to assess the risk an institution poses to the Deposit Insurance Fund. The final rule also revises the base
assessment rate schedule for large institutions and highly complex institutions to provide assessments ranging from 2.5 to 45 basis points.

In addition, all FDIC-insured institutions are required to pay assessments to the FDIC to fund interest payments on bonds issued by the
Financing Corporation ("FICO"), an agency of the Federal government established to recapitalize the Federal Savings and Loan Insurance
Corporation. The FICO assessment rates, which are determined quarterly, was 0.0066% for calendar year 2012 and have been set at 0.0064% for
the first quarter of 2013. These assessments will continue until the FICO bonds mature in 2017.

Depositor Preference

The Federal Deposit Insurance Act provides that, in the event of the "liquidation or other resolution" of an insured depository institution,
the claims of depositors of the institutions, including the claims of the FDIC as subrogee of insured depositors, and certain claims for
administrative expenses of the FDIC as a receiver, will have priority over other general unsecured claims against the institution. If an insured
depository institution fails, insured and uninsured depositors, along with the FDIC, will have priority in payment ahead of unsecured non-deposit
creditors, including the parent bank holding company, with respect to any extensions of credit they have made to such insured depository
nstitution.

Interstate Banking and Branching

The Riegle-Neal Interstate Banking and Branching Act permits banks and bank holding companies from any state to acquire banks located
in any other state, subject to certain conditions, including certain nationwide and state-imposed concentration limits. The Company also has the
ability, subject to certain restrictions, to acquire branches outside its home state by acquisition or merger. Under the Dodd-Frank Act, the
establishment of new interstate branches is currently permitted. The Corporation has established or acquired banking operations outside its home
state of California in the states of New York, Nevada, Tennessee and Georgia.

Community Reinvestment Act

Under the Community Reinvestment Act of 1977, the Bank has a continuing and affirmative obligation consistent with safe and sound
banking practices to help meet the credit needs of its entire community, including low and moderate income neighborhoods. CRA does not
establish specific
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lending requirements or programs for financial institutions nor does it limit an institution's discretion to develop the types of products and
services that it believes are best suited to its particular community, consistent with CRA. CRA generally requires the federal banking agencies to
evaluate the record of a financial institution in meeting the credit needs of its local communities and to take that record into account in its
evaluation of certain applications by such institution, such as applications for charters, branches and other deposit facilities, relocations, mergers,
consolidations and acquisitions or engage in certain activities pursuant to the GLB Act. An unsatisfactory rating may be the basis for denying the
application. Based on its most recent examination report from July 2009, the Bank received an overall rating of "satisfactory." In arriving at the
overall rating, the OCC rated the Bank's performance levels under CRA with respect to lending (high satisfactory), investment (outstanding) and
service (high satisfactory).

Consumer Protection Laws

The Company is subject to a number of federal and state laws designed to protect borrowers and promote lending to various sectors of the
economy and population. These laws include the Equal Credit Opportunity Act, the Fair Credit Reporting Act, the Truth in Lending Act, the
Home Mortgage Disclosure Act, the Real Estate Settlement Procedures Act, various state law counterparts, and the Consumer Financial
Protection Act of 2010, which constitutes part of the Dodd-Frank Act and establishes the CFPB, as described above.

In addition, federal law and certain state laws (including California) currently contain client privacy protection provisions. These provisions
limit the ability of banks and other financial institutions to disclose non-public information about consumers to affiliated companies and
non-affiliated third parties. These rules require disclosure of privacy policies to clients and, in some circumstance, allow consumers to prevent
disclosure of certain personal information to affiliates or non-affiliated third parties by means of "opt out" or "opt in" authorizations. Pursuant to
the GLB Act and certain state laws (including California) companies are required to notify clients of security breaches resulting in unauthorized
access to their personal information.

Securities and Exchange Commission

Pursuant to the Sarbanes-Oxley Act of 2002 ("SOX"), publicly-held companies such as the Corporation have significant requirements,
particularly in the area of external audits, financial reporting and disclosure, conflicts of interest, and corporate governance. The Dodd-Frank Act
has added additional corporate governance, executive compensation and disclosure requirements, including mandatory advisory votes on
executive compensation, expanded disclosures for public companies soliciting proxies and additional stock exchange listing standards. The
Company, like other public companies, has reviewed and reinforced its internal controls and financial reporting procedures in response to the
various requirements of SOX and implementing regulations issued by the SEC and the NYSE and will continue to do so with regard to the
Dodd-Frank Act. The Company has emphasized best practices in corporate governance in compliance with SOX and will continue to do so in
compliance with the Dodd-Frank Act.

The SEC regulations applicable to the Company's investment advisers cover all aspects of the investment advisory business, including
compliance requirements, limitations on fees, record-keeping, reporting and disclosure requirements and general anti-fraud prohibitions.
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Executive Officers of the Registrant

Shown below are the names and ages of all executive officers of the Corporation and officers of the Bank who are deemed to be executive
officers of the Corporation as of February 1, 2013, with indication of all positions and offices with the Corporation and the Bank.

Name Age Present principal occupation and principal occupation during the past five years

Russell Goldsmith (1) 62 President, City National Corporation since May 2005; Chief Executive Officer, City National
Corporation and Chairman of the Board and Chief Executive Officer, City National Bank since
October 1995; Vice Chairman of City National Corporation October 1995 to May 2005.

Bram Goldsmith Chairman of the Board, City National Corporation
89

Christopher J. Carey Executive Vice President and Chief Financial Officer, City National Corporation and City National
58 Bank since July 2004.

Christopher J. Warmuth Executive Vice President, City National Corporation and President, City National Bank since May
58 2005

Michael B. Cahill Executive Vice President, Corporate Secretary and General Counsel, City National Bank and City
59 National Corporation since June 2001; Manager, Legal and Compliance Division since 2005.

Brian Fitzmaurice Executive Vice President and Chief Credit Officer, City National Bank since February 2006
52

Olga Tsokova Senior Vice President and Chief Accounting Officer, City National Corporation and City National

39 Bank since July 2008 and SOX 404 Manager since March 2005; Controller, City National Bank,
July 2008 to September 2008.

(H
Russell Goldsmith is the son of Bram Goldsmith.

Item 1A Risk Factors
Forward-Looking Statements

This report and other reports and statements issued by the Company and its officers from time to time contain forward-looking statements
that are subject to risks and uncertainties. These statements are based on the beliefs and assumptions of our management, and on information
currently available to our management. Forward-looking statements include information concerning our possible or assumed future results of
operations, and statements preceded by, followed by, or that include the words "will," "believes," "expects," "anticipates,” "intends," "plans,"
"estimates," or similar expressions.

non non non

Our management believes these forward-looking statements are reasonable. However, you should not place undue reliance on the
forward-looking statements, since they are based on current expectations. Actual results may differ materially from those currently expected or
anticipated. Forward-looking statements are not guarantees of performance. By their nature, forward-looking statements are subject to risks,
uncertainties, and assumptions. These statements speak only as of the date they are made. The Company does not undertake to update
forward-looking statements to reflect the impact of circumstances or events that arise after the date the forward-looking statements are made or
to update earnings guidance including the factors that influence earnings. A number of factors, many of which are beyond the Company's ability
to control or predict, could cause future results to differ
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materially from those contemplated by such forward-looking statements. These factors include, without limitation, the significant factors set
forth below.

Factors That May Affect Future Results

General business and economic conditions may significantly affect our earnings. Our business and earnings are sensitive to general
economic, political and industry conditions. A favorable business environment is generally characterized by, among other factors, economic
growth, efficient capital markets, low inflation, high business and investor confidence and strong business earnings. Unfavorable or uncertain
economic and market conditions can be caused by declines in economic growth, business activity or investor or business confidence; limitations
on the availability or increases in the cost of credit and capital; rising inflation or interest rates; political unrest, acts of war, terrorism, natural
disasters; or a combination of these or other factors. A political, economic or financial disruption in the United States or other countries or
regions could adversely impact our business by increasing volatility in financial markets generally.

The United States in recent years has faced a severe economic crisis including a major recession from which it is slowly recovering.
Business activity across a wide range of industries and regions remains reduced and local governments and many businesses continue to
experience financial difficulty. While reflecting some improvement, unemployment levels remain elevated. There can be no assurance that these
conditions will continue to improve and these conditions could worsen. The resulting economic pressure on consumers and uncertainty
regarding continuing economic improvement may result in further changes in consumer spending, borrowing and savings habits which could
adversely affect our business, financial condition and results of operations. In addition, unresolved federal budget negotiations and the level of
United States debt may have a destabilizing effect on financial markets. Europe and other global economies face continued economic stresses,
including increasing debt levels, that could impact the capital markets generally, including the trading price of securities, such as our common
stock, that do not have substantial direct exposure to foreign economies.

Our financial performance is impacted by the business conditions in the markets where we operate and in the United States generally. The
demand for credit and other banking products and the ability of borrowers to pay interest on and repay principal on outstanding loans and the
value of collateral securing those loans is driven by economic conditions in the markets where our customers operate. Our business can be
negatively affected by changes in the financial performance and/or condition of our borrowers, including through decreased loan utilization
rates, increased delinquencies and defaults and changes to our customers' ability to meet certain credit obligations. Declines in real estate values
in the markets in which we operate, including California, Nevada and New York, have impacted our results of operations. While there have been
some signs of improvement, further declines in real estate values in the markets where we operate could lead to delinquencies and credit quality
issues in our residential mortgage and home-equity loan portfolios which could have a negative effect on our results of operations. In addition,
negative economic conditions coupled with elevated unemployment and reduced consumer spending could result in higher credit losses in our
commercial loan, commercial real estate loan and commercial real estate construction loan portfolios.

The Dodd-Frank Act and related legislation regarding the financial services industry may have a significant adverse effect on our
operations. The Dodd-Frank Act, which was signed into law on July 21, 2010, has had, and will continue to have, a broad impact on the
financial services industry, imposing significant regulatory and compliance changes, increased capital, leverage and liquidity requirements and
numerous other provisions designed to improve supervision and oversight of the financial services sector. The Dodd-Frank Act requires various
federal agencies to adopt a broad range of new rules and regulations, and to prepare numerous studies and reports for Congress. The federal
agencies are given significant discretion in drafting the rules and regulations, and, as a result, many of
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the details and much of the impact of the Dodd-Frank Act may not be known for many months or years.

Many of the provisions of the Dodd-Frank Act, and related legislation and rulemaking, directly affect our business, including, but not
limited to, the following:

Establishment of the Financial Stability Oversight Council ("FSOC") which is charged with identifying risks to financial
stability that could arise from the material financial distress or failure, or ongoing activities, of nonbank financial companies.
The FSOC may recommend to the Federal Reserve increasingly strict rules for capital, leverage, liquidity, risk management

and other requirements as companies grow in size and complexity;

Provisions requiring that all insured depository institutions and their holding companies be subject to the same generally
applicable risk-based capital and leverage rules which led to the removal of trust preferred securities as a permitted
component of a holding company's Tier 1 capital and other comprehensive revisions to regulatory capital rules, including the

Basel III capital standards discussed further below;

Changes to the FDIC assessment for depository institutions with assets of $10 billion or more, such as the Bank, and
increases to the minimum reserve ratio for the Deposit Insurance Fund from 1.15% to 1.35%;

Repeal of the federal prohibitions on the payment of interest on demand deposits, thereby permitting depository institutions
to pay interest on business transaction and other accounts;

Establishment of the CFPB with broad authority to implement new consumer protection regulations and, for banking
organizations with $10 billion or more in assets, to examine and enforce compliance with federal consumer laws;

Amendments to the EFTA which have resulted in rules limiting debit-card interchange fees and stringent requirements
regarding remittance transfers to locations outside the United States; and

Establishment of mortgage reform provisions regarding a customer's ability to repay, restricting variable-rate lending by
requiring that the ability to repay be determined for variable-rate loans by using the maximum rate that will apply during the
first five years of a variable-rate loan term, and making more loans subject to provisions for higher cost loans, new
disclosures, and certain other revisions.

Most provisions in the Dodd-Frank Act remain subject to regulatory rule-making and implementation, the effects of which are not yet
known, including mandates requiring the Federal Reserve to establish compensation guidelines covering regulated financial institutions. The
provisions of the Dodd-Frank Act and any rules adopted to implement those provisions as well as any additional legislative or regulatory
changes may impact the profitability of our business activities, may require that we change certain of our business practices, may materially
affect our business model or affect retention of key personnel, may require us to raise additional regulatory capital and could expose us to
additional costs (including increased compliance costs). These and other changes may also require us to invest significant management attention
and resources to make any necessary changes and may adversely affect our ability to conduct our business as previously conducted or our results
of operations or financial condition.

Further significant changes in banking laws or regulations, the interpretation of those rules and regulations, and changes in federal
monetary policy could materially affect our business. In addition to the Dodd-Frank Act discussed above, the banking industry is subject to
extensive federal and state regulation. The implementation of new laws or changes in existing laws, including changes in the interpretations of
such laws and related rules and regulations by regulators, courts or others, could have a negative impact on our business. Federal and state
regulatory agencies also frequently adopt changes
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to their regulations or change the manner in which existing regulations are applied. Parts of our business are also subject to federal and state
securities laws and regulations. Significant changes in these laws and regulations could also affect our business. For further discussion of the
regulation of financial services, see "Supervision and Regulation" and the discussion under Item 1, Business, "Economic Conditions,
Government Policies, Legislation and Regulation." We cannot predict the substance or impact of any change in regulation, whether by regulators
or as a result of legislation, or in the way such statutory or regulatory requirements are interpreted or enforced. Compliance with such current
and potential regulation and scrutiny may significantly increase our costs, impede the efficiency of our internal business practices, require us to
increase our regulatory capital and limit our ability to pursue business opportunities in an efficient manner.

Our business is also impacted by federal monetary policy, particularly as implemented through the Federal Reserve System. Federal
monetary policy significantly affects our credit conditions, primarily through open market operations in U.S. government securities, the discount
rate for member bank borrowing, and bank reserve requirements. Changes in trade and monetary and fiscal policies and laws, including the
interest rate policies of the Board of Governors of the Federal Reserve System could have a negative impact on our business and results of
operations.

We may be subject to more stringent capital requirements. As discussed above, the Dodd-Frank Act creates a financial stability
oversight council that will recommend to the Federal Reserve increasingly strict rules for capital requirements as companies grow in size and
complexity, requires that the OCC seek to make countercyclical its capital requirements for national banks and applies the same leverage and
risk-based capital requirements that apply to insured depository institutions to most bank holding companies. These requirements, and any other
new regulations, could adversely affect our ability to pay dividends, or could require us to reduce business levels or to raise capital, including in
ways that may adversely affect our results of operations or financial condition.

We are also subject to risk-based capital guidelines implemented by the U.S. federal bank regulatory agencies based on the 1988 capital
accord of the BCBS, referred to as Basel I. For several years, the U.S. bank regulators have been preparing to implement a new framework for
risk-based capital adequacy developed by BCBS, referred to as Basel II. In December 2010, the BCBS published the final version of the Capital
Accord commonly referred to as Basel III. A key goal of the Basel III agreement is to strengthen the capital resources of banking organizations
during normal and challenging business environments. The standards established in the Capital Accord will be implemented by the governing
regulatory agencies of the participating nations. These standards must also be integrated with the safety and soundness standards required under
the Dodd-Frank Act. In June 2012, United States banking regulators issued proposed standards combining Basel III and Dodd-Frank Act
requirements. The proposed requirements will be phased in over several years, and will replace the previous regulatory model established under
the Basel I Accord. Important elements of the Basel III standards include the following:

Increase minimum capital requirements;

Raise the quality of capital so banks are better able to absorb losses;

Implement a leverage ratio concept for international banks and U.S. bank holding companies;

Establish a specific capital conservation buffer; and

Provide a more uniform supervisory standard for U.S financial institution regulatory agencies.
Basel III represents both an addition to, and a revision of, the approach of Basel II. As Basel III has not yet been finalized and implemented
by the federal banking agencies, the Corporation cannot be certain as to how Basel III will impact the Corporation or the Bank, or how the

requirements of the Dodd-Frank Act will be reconciled with those of Basel I11. Stricter capital requirements and capital
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ratios could adversely affect our ability to pay dividends, or could require us to reduce business levels or to raise capital, including in ways that
may adversely affect our results of operations or financial condition. See the section captioned "Capital Adequacy and Prompt Corrective
Action" in Item 1. Business located elsewhere in this report for further discussion.

Changes in interest rates affect our profitability. We derive our income mainly from the difference or "spread" between the interest we
earn on loans, securities, and other interest-earning assets, and interest we pay on deposits, borrowings, and other interest-bearing liabilities.
These rates are highly sensitive to many factors that are beyond our control, such as inflation, recession, and unemployment. In general, the
greater this spread, the more we earn. When market rates of interest change, the interest we earn on our assets and the interest we pay on our
liabilities fluctuate. This causes our spread to increase or decrease and affects our net interest income. Although we actively manage our asset
and liability positions, we will periodically experience "gaps" in the interest rate sensitivities of our assets and liabilities, meaning that either our
interest-bearing liabilities will be more sensitive to changes in market interest rates than our interest-earning assets, or vice versa. In either event,
if market interest rates should move contrary to our position, this "gap" would work against us, and our earnings may be negatively affected. In
addition, interest rates affect how much money we lend, and changes in interest rates may negatively affect deposit growth. Changes in inflation,
interest rates and market liquidity may also impact our margins and funding sources.

Our results of operations could be adversely affected if we were to suffer higher than expected losses on our loans due to a slow
economy, real estate cycles or other economic events which could require us to increase our allowance for loan and lease losses. We
assume credit risk from the possibility that we will suffer losses because borrowers, guarantors, and related parties fail to perform under the
terms of their loans. We try to minimize and monitor this risk by adopting and implementing what we believe are effective underwriting and
credit policies and procedures, including how we establish and review the allowance for loan and lease losses. We assess the likelihood of
nonperformance, track loan performance, and diversify our credit portfolio. Those policies and procedures may not prevent unexpected losses
that could adversely affect our results. The Company continually monitors changes in the economy, particularly housing prices and
unemployment rates. There are inherent risks in our lending activities, including flat or volatile interest rates and changes in the economic
conditions in the markets in which we operate. Continuing weak economic conditions could adversely impact the ability of borrowers to repay
outstanding loans or the value of collateral securing those loans. If the value of real estate in the Company's market declines materially, a
significant portion of the loan portfolio could become under-collateralized which could have a negative effect on results of operations. We
monitor the value of collateral, such as real estate, for loans made by us. Deterioration in economic conditions affecting borrowers, new
information regarding existing loans, identification of additional problem loans and other factors, both within and outside of the Company's
control, may require an increase in the allowance for loan and lease losses. See the section captioned "Loan and Lease Portfolio" and "Asset
Quality" in Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations located elsewhere in this report for
further discussion related to our loan portfolio and our process for determining the appropriate level of the allowance for possible loan and lease
losses.

We may experience further impairments of loans covered under loss-sharing agreements with the FDIC that could negatively
impact our earnings. Covered loans consist of acquired loans that are covered under loss-sharing agreements with the FDIC. The Company
updates its cash flow projections for covered loans on a quarterly basis. If the expected cash flows decrease due to an anticipated deterioration of
performance of covered loans and/or the timing of cash flows and credit losses, a provision expense and an allowance for loan losses could be
recognized. To the extent that incorrect assumptions in the value of the covered loans result in greater than anticipated losses in the covered
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loan portfolio exceeding the losses covered by the loss-sharing agreements with the FDIC, it could have a negative effect on our results of
operations.

Disruptions to our information systems and security breaches could adversely affect our business and reputation. In the ordinary
course of business, we rely on electronic communications and information systems to conduct our businesses and to store sensitive data,
including financial information regarding our customers. The integrity of information systems are under significant threat from cyber attacks by
third parties, including through coordinated attacks sponsored by foreign nations to disrupt business operations and other compromises to data
and systems for political or criminal purposes. We employ an in-depth defense approach that leverages people, processes and technology to
manage and maintain cyber security controls. We have an experienced team of Information Security professionals, the latest automated tools,
and Board-approved policies, to secure our digital environment. We employ a variety of preventative and detective tools to monitor, block, and
alert on any suspicious activity, as well as to report on any suspected advanced persistent threats. We have not experienced any significant
compromises due to cyber security attacks. To date there have been no security breaches of our systems, no virus outbreaks, no compromise of
data, and no material financial losses related to cyber attacks. Although rogue viruses on occasion do penetrate the external automated tools, they
have been caught timely by internal filters. The historical impact of such attacks on our operations, expenses and risks has been very low, with
no incidents experienced in recent years that pose any significant risks to the integrity of confidential company or client information. Although
to date we have not experienced material financial losses related to these risks, there can be no assurance that we will not suffer such losses in
the future. Any such losses can adversely affect our financial condition or results of operations, and could expose us to reputation risk, the loss
of client business, as well as additional regulatory scrutiny, possible litigation, and related financial liability. These risks also include possible
business interruption. Cyber security risks may also occur with our third party technology service providers, and may interfere with their ability
to fulfill their contractual obligations to us, with attendant potential for financial loss or liability that could adversely affect our financial
condition or results of operations. Risks and exposures related to cyber security attacks are expected to remain high for the foreseeable future
due to the rapidly evolving nature and sophistication of these threats, as well as due to the expanding use of Internet banking, mobile banking
and other technology-based products and services by us and our clients.

A portion of the income generated by our wealth management division and asset management affiliates is subject to market
valuation risks. A substantial portion of trust and investment fee income is based on equity, fixed income and other market valuations. As a
result, volatility in these markets can positively or negatively impact noninterest income. In addition, because of the low interest rate
environment, the off-balance sheet money market funds managed by our wealth management business may be at a greater risk of being moved
by our clients to another company or to the Bank's on-balance sheet money market funds. As a result, this may have an unfavorable impact on
our earnings.

We may experience write-downs of our financial instruments and other losses related to volatile and illiquid market
conditions. Market volatility, illiquid market conditions and disruptions in the credit markets have made it difficult to value certain of our
securities. Subsequent valuations, in light of factors then prevailing, may result in significant changes in the values of these securities in future
periods. In addition, at the time of any sales and settlements of these securities, the price we ultimately realize will depend on the demand and
liquidity in the market at that time and may be materially lower than their current fair value. Any of these factors could require us to take
write-downs in the value of our securities portfolio, which may have an adverse impact on our results of operations in future periods.
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Bank clients could move their money to alternative investments causing us to lose a lower cost source of funding. Demand deposits
can decrease when clients perceive alternative investments, such as those available in our wealth management business, as providing a better
risk/return tradeoff. Technology and other changes have made it more convenient for bank customers to transfer funds into alternative
investments or other deposit accounts offered by other financial institutions or non-bank service providers. When clients move money out of
bank demand deposits and into other investments, we lose a relatively low cost source of funds, increasing our funding costs and reducing our
net interest income.

Increased competition from financial services companies and other companies that offer banking and wealth management services
could negatively impact our business. Increased competition in our markets may result in lower loan levels, a reduction in deposits and/or
assets under management, increased costs and may limit our ability to increase market share. Many competitors offer the banking services and
wealth management services that we offer in our service area. These competitors, both domestic and foreign, include national, regional, and
community banks. A substantial and permanent loss of either client accounts or assets under management at our wealth management affiliates or
our wealth management division could have a negative impact on our results of operations. We also face intense competition from many other
types of financial institutions, including, without limitation, savings and loans, finance companies, brokerage firms, insurance companies, credit
unions, private equity funds, mortgage banks, and other financial intermediaries. Banks, trust companies, investment advisors, mutual fund
companies, multi-family offices and insurance companies compete with us for trust and asset management business. In addition, technological
advances and the growth of e-commerce have made it possible for non-depository institutions to offer products and services that were
traditionally offered only by banks.

We also face intense competition for talent. Our success depends, in large part, on our ability to hire and retain key people. Competition for
the best people in most businesses in which we engage can be intense. If we are unable to attract, retain and motivate talented people, our
business could suffer. The Dodd-Frank Act includes mandates requiring the Federal Reserve to establish compensation guidelines covering
regulated financial institutions. Restrictions on executive compensation could have an adverse effect on our ability to hire or retain our talent.

Our controls and procedures could fail or be circumvented. Management regularly reviews and updates our internal controls,
disclosure controls and procedures and corporate governance policies and procedures. Any system of controls, however well designed and
operated, is based in part on certain assumptions and can provide only reasonable, but not absolute, assurances of the effectiveness of these
systems and controls, and that the objectives of these controls have been met. Any failure or circumvention of our controls and procedures, and
any failure to comply with regulations related to controls and procedures could adversely affect our business, results of operations and financial
condition.

Changes in accounting standards or tax legislation could have a negative impact on our business. Our accounting policies and
methods are fundamental to how we record and report our financial condition and results of operations. From time to time the Financial
Accounting Standards Board and SEC change the financial accounting and reporting standards that govern the preparation of our financial
statements or elected representatives approve changes to tax laws that could affect our corporate taxes. These changes can be hard to predict and
can materially impact how we record and report our financial condition and results of operations.

Businesses we acquire may not perform as expected which could have a negative impact on our business and results of
operations. We have in the past and may in the future seek to grow our business by acquiring other businesses. We cannot predict the
frequency, size or timing of our acquisitions, and we typically do not comment publicly on a possible acquisition until we have signed a
definitive agreement. There can be no assurance that our acquisitions will have the anticipated positive
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results, including results related to: the total cost of integration; the time required to complete the integration; the amount of longer-term cost
savings; continued growth; or the overall performance of the acquired company or combined entity. Integration of an acquired business can be
complex and costly. If the businesses we acquire do not perform as expected or we are not able to integrate successfully past or future
acquisitions, there is a risk that results of operations could be adversely affected. We also expand our operations through de novo branching
efforts. If our de novo branching efforts are not successful in driving new business, it could increase our operation costs and have a negative
impact on our business.

Impairment of goodwill or amortizable intangible assets associated with acquisitions would result in a charge to
earnings. Goodwill is evaluated for impairment at least annually, and amortizable intangible assets are evaluated for impairment annually or
when events or circumstances indicate that the carrying value of those assets may not be recoverable. We may be required to record a charge to
earnings during the period in which any impairment of goodwill or intangibles is determined.

Our business and financial results could be impacted materially by adverse results in legal proceedings and governmental
investigations and inquiries. Aspects of our business involve risk of legal liability. We have been named or threatened to be named as
defendants in various legal proceedings arising from our business activities. In addition, we may be the subject of governmental investigations
and other forms of regulatory inquiry from time to time. The results of these legal proceedings and governmental investigations and inquiries
could lead to significant monetary damages or penalties, restrictions on the way in which we conduct our business, or reputational harm.

Although we establish accruals for legal proceedings when information related to the loss contingencies represented by those matters
indicates both that a loss is probable and that the amount of loss can be reasonably estimated, we do not have accruals for all legal proceedings
where we face a risk of loss. In addition, amounts accrued may not represent the ultimate loss to us from the legal proceedings in question. Thus,
our ultimate losses may be higher or lower, and possibly significantly so, than the amounts accrued for legal loss contingencies.

Our business and financial performance could be adversely affected, directly or indirectly, by disasters, by terrorist activities or by
international hostilities. Neither the occurrence nor the potential impact of disasters, terrorist activities and international hostilities can be
predicted. However, these occurrences could impact us directly as a result of damage to our facilities or by preventing us from conducting our
business in the ordinary course, or indirectly as a result of their impact on our borrowers, the value of collateral, depositors, other customers,
suppliers or other counterparties. We could also suffer adverse consequences to the extent that disasters, terrorist activities or international
hostilities affect the financial markets or the economy in general or in any particular region. For example, a significant earthquake could impact
us directly by disrupting our business operations or could lead to an increase in delinquencies, bankruptcies or defaults that could result in our
experiencing higher levels of nonperforming assets, net charge-offs and provisions for credit losses.

Our ability to mitigate the adverse consequences of such occurrences is in part dependent on the quality of our resiliency planning, and our
ability, if any, to anticipate the nature of any such event that occurs. The adverse impact of disasters or terrorist activities or international
hostilities also could be increased to the extent that there is a lack of preparedness on the part of national or regional emergency responders or on
the part of other organizations and businesses that we deal with, particularly those that we depend upon but have no control over.

Negative public opinion could damage our reputation and adversely affect our earnings. Reputational risk, or the risk to our
earnings and capital from negative public opinion, is inherent in our business. Negative public opinion can result from the actual or perceived
manner in which we conduct our business activities, including activities in our private and business banking operations and investment and trust
operations; our management of actual or potential conflicts of interest and ethical
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issues; and our protection of confidential client information. Negative public opinion can adversely affect our ability to keep and attract clients
and can expose us to litigation and regulatory action. We take steps to minimize reputation risk in the way we conduct our business activities and
deal with our clients, communities and vendors.

The soundness of other financial institutions could adversely affect us. Financial services institutions are interrelated as a result of
trading, clearing, counterparty or other relationships. We have exposure to many different industries and counterparties, and we routinely
execute transactions with counterparties in the financial industry, including brokers and dealers, commercial banks, investment banks, mutual
and hedge funds, and other institutional clients. Many of these transactions expose us to credit risk in the event of default of our counterparty or
client. In addition, our credit risk may be exacerbated when the collateral held by us cannot be realized upon or is liquidated at prices not
sufficient to recover the full amount of the financial instrument exposure due us. Any such losses could have a material adverse effect on our
financial condition and results of operations.

Item 1B Unresolved Staff Comments

The Company has no written comments regarding its periodic or current reports from the staff of the Securities and Exchange Commission
that were issued 180 days or more preceding the end of its 2012 fiscal year and that remain unresolved.

Item 2. Properties

The Bank leases approximately 410,000 rentable square feet of commercial office space in downtown Los Angeles in the office tower
located at 555 S. Flower Street ("City National Plaza"). City National Plaza serves as both the Corporation's and the Bank's headquarters. In
addition, City National Plaza houses the Company's Downtown Los Angeles Regional Center, offering extensive private and business banking
and wealth management capabilities.

As of December 31, 2012, the Bank owned five banking office properties in Beverly Hills, Riverside and Sun Valley, California and in
North Las Vegas and Minden, Nevada. In addition to the properties owned, the Company maintained operations in 108 other locations,
comprised of 73 banking offices and 35 other offices as of December 31, 2012. Other offices include locations that provide wealth management,
leasing and general operations support.

The non-owned banking offices and other properties are leased by the Company. Total annual net rental payments (exclusive of operating
charges and real property taxes) are approximately $39 million, with lease expiration dates for office facilities ranging from 2013 to 2039,
exclusive of renewal options.

Item 3. Legal Proceedings

The Corporation and its subsidiaries are defendants in various pending lawsuits. Based on present knowledge, management, including
in-house counsel, does not believe that the outcome of such lawsuits will have a material adverse effect upon the Company.

The Corporation is not aware of any material proceedings to which any director, officer, or affiliate of the Corporation, any owner of record
or beneficially of more than 5 percent of the voting securities of the Corporation as of December 31, 2012, or any associate of any such director,
officer, affiliate of the Corporation, or security holder is a party adverse to the Corporation or any of its subsidiaries or has a material interest
adverse to the Corporation or any of its subsidiaries.

Item 4. Mine Safety Disclosures
Not applicable.
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PART II

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

The Corporation's common stock is listed and traded principally on the NYSE under the symbol "CYN." Information concerning the range
of high and low sales prices for the Corporation's common stock, and the dividends declared, for each quarterly period within the past two fiscal
years is set forth below.

On November 15, 2012, the Corporation's Board of Directors declared an accelerated quarterly cash dividend of $0.25 per common share
and a special cash dividend of $0.25 per common share. The accelerated and special dividends were payable on December 18, 2012, in addition
to the regular $0.25 per common share dividend declared on October 18, 2012 and paid on November 21, 2012. The accelerated quarterly cash
dividend represents the dividend that the Corporation would have otherwise declared during the first quarter of 2013.

Dividends
Quarter Ended High Low Declared
2012
March 31 $ 5444 § 4539 $ 0.25
June 30 54.63 46.39 0.25
September 30 54.48 48.20 0.25
December 31 52.60 47.27 0.75(1)
2011
March 31 $ 6290 $ 5565 $ 0.20
June 30 58.75 52.02 0.20
September 30 55.54 37.76 0.20
December 31 45.10 36.01 0.20

M
On November 15, 2012, the Corporation's Board of Directors declared an accelerated quarterly cash dividend of $0.25 per common
share and a special cash dividend of $0.25 per common share. The accelerated and special dividends were payable on December 18,
2012, in addition to the regular $0.25 per common share dividend declared on October 18, 2012 and paid on November 21, 2012. The
accelerated quarterly cash dividend represents the dividend that the Corporation would have otherwise declared during the first quarter
of 2013.

As of January 31, 2013, the closing price of the Corporation's stock was $52.96 per share. As of that date, there were 1,607 holders of
record of the Corporation's common stock.

For a discussion of dividend restrictions on the Corporation's common stock, see the Dividends and Other Transfers of Funds section of
Part I and Note 13 of the Notes to Consolidated Financial Statements.

On January 24, 2008, the Company's Board of Directors authorized the Corporation to repurchase 1 million additional shares of the
Corporation's stock following the completion of its previously approved initiative. Unless terminated earlier by resolution of the Board of
Directors, the program will expire when the Corporation has repurchased all shares authorized for repurchase thereunder. There were no issuer
repurchases of the Corporation's common stock as part of its repurchase plan in the fourth quarter of the year ended December 31, 2012. As of
December 31, 2012, there were 1,140,400 shares remaining to be purchased.

The information required by this item regarding purchases by the Company during the quarter ended December 31, 2012 of equity
securities that are registered by the Company pursuant to
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Section 12 of the Exchange Act appears under Note 12 of the Notes to Consolidated Financial Statements and is incorporated herein by
reference.

Item 6. Selected Financial Data

The information required by this item appears on page 40 under the caption "Selected Financial Information," and is incorporated herein by
reference.

Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

The information required by this item appears on pages 41 through 105, under the caption "Management's Discussion and Analysis," and is
incorporated herein by reference.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

The information required by this item appears on pages 69 through 74, under the caption "Management's Discussion and Analysis," and is
incorporated herein by reference.

Item 8. Financial Statements and Supplementary Data

The information required by this item appears on page 105 under the captions "2012 Quarterly Operating Results" and "2011 Quarterly
Operating Results," and on page A-4 through A-90 and is incorporated herein by reference.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Disclosure Controls and Procedures

Under the supervision and with the participation of the Company's management, including its Chief Executive Officer and Chief Financial
Officer, the Company has evaluated the effectiveness of its disclosure controls and procedures (as defined in Rules 13a-15(e) under the
Securities and Exchange Act of 1934 (the "Exchange Act")). Based upon this evaluation, the Chief Executive Officer and Chief Financial
Officer have concluded that, as of the end of the period covered by this report, the Company's disclosure controls and procedures were effective.

Internal Control over Financial Reporting
Management's Report on Internal Control over Financial Reporting.

Management's Report on Internal Control Over Financial Reporting appears on page A-1 of this report. The Company's independent
registered public accounting firm, KPMG LLP, has issued an audit report on the effectiveness of the Company's internal control over financial
reporting. That report appears on page A-2.

Changes in Internal Controls

There was no change in the Company's internal control over financial reporting that occurred during the Company's last fiscal quarter that
has materially affected, or is reasonably likely to materially affect, the Company's internal control over financial reporting.

Item 9B. Other Information.
None.
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PART III

Item 10. Directors, Executive Officers and Corporate Governance
Information regarding executive officers is included in Part I of this Form 10-K as permitted by General Instruction G(3).

The additional information required by this item will appear in the Corporation's definitive proxy statement for the 2013 Annual Meeting of
Stockholders (the "2013 Proxy Statement"), and such information either shall be (i) deemed to be incorporated herein by reference from that
portion of the 2013 Proxy Statement, if filed with the SEC pursuant to Regulation 14A not later than 120 days after the end of the Corporation's
most recently completed fiscal year, or (ii) included in an amendment to this report filed with the SEC on Form 10-K/A not later than the end of
such 120 day period.

Item 11. Executive Compensation

The information required by this item will appear in the 2013 Proxy Statement, and such information either shall be (i) deemed to be
incorporated herein by reference from the 2013 Proxy Statement, if filed with the SEC pursuant to Regulation 14A not later than 120 days after
the end of the Corporation's most recently completed fiscal year, or (ii) included in an amendment to this report filed with the SEC on
Form 10-K/A not later than the end of such 120 day period.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

The information required by this item will appear in the 2013 Proxy Statement, and such information either shall be (i) deemed to be
incorporated herein by reference from the 2013 Proxy Statement, if filed with the SEC pursuant to Regulation 14A not later than 120 days after
the end of the Corporation's most recently completed fiscal year, or (ii) included in an amendment to this report filed with the SEC on
Form 10-K/A not later than the end of such 120 day period.
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