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EXPLANATORY NOTE

The registrant filed an Annual Report on Form 10-K for the year ended December 31, 2008 (the “Form 10-K”) on
February 26, 2009. The registrant is amending the Form 10-K with this Annual Report on Form 10-K/A (Amendment
No. 1) (this “Form 10-K/A”). This Form 10-K/A does not include Items 1B, 2, 3, 4, 5, 6, 7A, 8, 9, 9A and 9B. Items 1B,
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PART I
ITEM 1. BUSINESS
The Corporation
Description of Business

Trustmark Corporation (Trustmark), a Mississippi business corporation incorporated in 1968, is a bank holding
company headquartered in Jackson, Mississippi. Trustmark’s principal subsidiary is Trustmark National Bank (TNB)
initially chartered by the State of Mississippi in 1889. TNB represents in excess of 98% of the assets and revenue of
Trustmark.

Through TNB and its other subsidiaries, Trustmark operates as a financial services organization providing banking
and other financial solutions through approximately 150 offices and 2,600 associates located in the states of
Mississippi, Tennessee (in Memphis and the Northern Mississippi region, which is collectively referred to herein as
Trustmark’s Tennessee market), Florida (primarily in the northwest or “Panhandle” region of that state) and Texas
(primarily in Houston, which is referred to herein as Trustmark’s Texas market). The principal products produced and
services rendered by TNB and Trustmark’s other subsidiaries are as follows:

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

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

Mortgage Banking — TNB provides mortgage banking services, including construction financing, production of
conventional and government insured mortgages, secondary marketing and mortgage servicing. At December 31,
2008, TNB’s mortgage loan portfolio totaled approximately $900 million, while its portfolio of mortgage loans
serviced for others, including, FNMA, FHLMC and GNMA, totaled approximately $5.0 billion.

Wealth Management and Trust Services — TNB offers specialized services and expertise in the areas of wealth
management, trust, investment and custodial services for corporate and individual clients. These services include the
administration of personal trusts and estates as well as the management of investment accounts for individuals,
employee benefit plans and charitable foundations. TNB also provides corporate trust and institutional custody,
securities brokerage, insurance, financial and estate planning and retirement plan services. TNB’s wealth management
division is also served by Trustmark Investment Advisors, Inc. (TTA), an SEC-registered investment adviser. TIA
provides customized investment management services for TNB clients and also serves as investment advisor to The
Performance Funds, a proprietary family of mutual funds. At December 31, 2008, assets under management and
administration totaled $6.8 billion.
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Insurance — TNB provides a competitive array of insurance solutions for business and individual risk management
needs. Business insurance offerings include services and specialized products for medical professionals, construction,
manufacturing, hospitality, real estate and group life and health plans. Individual clients are also provided life and
health insurance, and personal line policies. TNB provides these services through The Bottrell Insurance Agency, Inc.
(Bottrell), one of the largest agencies in Mississippi, which is based in Jackson, and Fisher-Brown, Incorporated
(Fisher-Brown), a leading insurance agency in Northwest Florida.

The following charts show TNB’s percentage of total loans and total revenue for each of the geographic regions in
which it operates:

Loans (including loans held for sale) by Geographic Location

($ in thousands)
December 31, 2008

Amount %
Mississippi (1) $4,910,805 70.5 %
Tennessee (2) 592,152 8.5 %
Florida 618,312 8.9 %
Texas 839,399 12.1 %
Total Loans $6,960,668 100.0 %

(1) - Mississippi includes Central and Southern Mississippi Regions
(2) - Tennessee includes Memphis, Tennessee and Northern Mississippi Regions

Total Revenue by Geographic Location

($ in thousands)
December 31, 2008

Total Revenue (1) Amount %

Mississippi (2) $395,359 79.6 %
Tennessee (3) 38,939 7.8 %
Florida 31,521 6.4 %
Texas 30,599 6.2 %
Total Revenue $496,418 100.0 %

(1) - Revenue is defined as net interest income plus noninterest income
(2) - Mississippi includes Central and Southern Mississippi Regions
(3) - Tennessee includes Memphis, Tennessee and Northern Mississippi Region
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For the fiscal year ended December 31, 2008, Trustmark operated through four operating segments -- General
Banking, Insurance, Wealth Management and Administration. (See Note 19 to the accompanying audited financial
statements). The table below presents segment data regarding net income (expense) from external customers,
noninterest income (loss), net income (loss) and average assets for each segment for the last three fiscal years.

Segment Data
($ in thousands)
Years ended December 31,

2008 2007 2006
General Banking
Net interest income from external customers $283,623 $294,373 $278,083
Noninterest income 111,462 101,173 94,876
Net income 55,724 104,092 115,847
Average assets 7,481,713 7,373,472 6,801,864
Insurance
Net interest expense from external customers $- $3 ) $(8 )
Noninterest income 32,544 35,574 34,279
Net income 5,377 6,908 6,663
Average assets 20,489 21,670 25,065
Wealth Management
Net interest income from external customers $5,017 $4,947 $4,552
Noninterest income 28,573 26,433 23,696
Net income 7,569 6,850 5,648
Average assets 98,240 90,533 88,695
Administration
Net interest income (expense) from external customers $30,520 $1,466 $(2,056 )
Noninterest income (loss) 4,679 (733 ) 2,277
Net income (loss) 23,747 (9,255 ) (8,885 )
Average assets 1,530,745 1,360,162 1,511,864
Strategy

Trustmark seeks to be a premier diversified financial services company in its markets, providing a broad range of
banking, wealth management and insurance solutions to its clients. Trustmark’s products and services are designed to
strengthen and expand customer relationships and enhance the organization’s competitive advantages in its markets, as
well as to provide cross-selling opportunities that will enable Trustmark to continue to diversify its revenue and
earnings streams. Much of the growth in Trustmark’s results of operations has been derived from organic growth of
existing lines of business in Trustmark’s primary geographic markets, supplemented by opportunistic acquisitions that
have expanded Trustmark’s operations.

For example, the development of Trustmark’s business has been enhanced by its 2006 acquisition of Houston-based
Republic Bancshares of Texas, Inc., which expanded Trustmark’s penetration of the Houston banking market. In
addition, in 2004 Trustmark acquired five branches of Allied Houston Bank, which marked Trustmark’s entry into the
Houston banking market. Also in 2004, Trustmark acquired Fisher-Brown, Incorporated (northwest Florida’s leading
insurance agency), located in Pensacola, Florida. This acquisition strengthened Trustmark’s existing insurance
business and also supplemented its other business operations in that part of the state.
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The following table sets forth summary data regarding Trustmark’s asset, revenue and equity growth over the past five
fiscal years:

Summary Data
($ in thousands except for percentage data)

Years Ended December 31, 2008 2007 2006 2005 2004
Total Revenue
Total revenue $496,418 $463,230 $435,699 $419,548 $399,645
Total revenue growth $33,188 $27,531 $16,151 $19,903 $(6,495 )
Total revenue growth 7.16 % 6.32 % 3.85 % 4.98 % -1.60 %

At December 31,

Total Assets
Total assets $9,790,909  $8,966,802  $8,840970  $8,389,750  $8,052,957
Total asset growth $824,107 $125,832 $451,220 $336,793 $138,636
Total asset growth 9.19 % 142 % 5.38 % 4.18 % 1.75 %
Total Equity
Total equity $1,178,466  $919,636 $891,335 $741,463 $750,396
Total equity growth $258,830 $28,301 $149,872 $(8,933 )  $60,823
Total equity growth 28.14 % 3.18 % 20.21 % -1.19 % 8.82 %

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

The Current Economic Recession

Like many other financial institutions, Trustmark’s results for the year ended December 31, 2008 were affected by the
national economic recession. Loans, including loans held for sale, at December 31, 2008 totaled $6.961 billion and

reflected a decrease of $227.6 million, or 3.17%, from loans reported at December 31, 2007. Particularly in the third

and fourth quarters of 2008, the demand in the markets that TNB serves for high quality loans that meet its prudent

lending standards decreased substantially. One potential exception to this trend is the mortgage lending market, where

demand began to increase in December 2008 due to the fall in interest rates. This trend, as it relates to mortgage

lending, continued in the first quarter of 2009.

Trustmark increased its allowance for loan losses to $94.9 million at December 31, 2008, reflecting an increase of
$15.1 million, or 18.9%, when compared to December 31, 2007. Similarly, Trustmark’s nonaccrual loans increased by
$48.9 million, to $114.0 million, during 2008, and total nonperforming assets increased to $152.6 million at December
31, 2008, from $73.5 million at December 31, 2007. These changes were largely caused by the increase in total
nonaccrual loans and other real estate in Trustmark’s Florida market.

Trustmark experienced an increase in defaults and foreclosures in fiscal 2008, primarily in its residential real estate
loan portfolio in Florida. In other markets in which Trustmark operates, increases in the levels of defaults and
foreclosures have been much less pronounced. This is due, in part, to the fact that Trustmark’s markets in Tennessee,
Mississippi and Texas did not experience as dramatic a rise in real estate values over the last several years as was the
case in Florida.
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To address the downturn in the Florida real estate market, TNB has established a dedicated problem asset working
group. This group is composed of experienced lenders and is charged with managing problem assets in the Florida
market. In addition, a special committee of management has been formed to provide guidance and to monitor
progress in the effort to resolve problem assets in Florida. Aside from these new monitoring and management
processes, Trustmark conducts quarterly reviews and evaluations of all criticized loans in all markets, including
Florida. These comprehensive reviews, which long pre-date the current economic recession, include the formulation
of action plans and updates on recent developments on all criticized loans. Proactive management of problem loans is
a high priority with Trustmark’s senior management.

10
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In addition, Trustmark has initiated programs and dedicated additional resources and staff to seek to mitigate
foreclosure of primary residences on borrowers that are subject to adverse financial conditions in the current economic
environment. Loss mitigation counselors and additional support staff have been added to accommodate loss
mitigation activity. Trustmark has utilized personnel in its collections department and has conducted regular training
of its personnel on foreclosure mitigation in order to respond to this need. In some cases, Trustmark may make
special payment arrangements with such borrowers. Likewise, Trustmark is following the Fannie Mae, Freddie Mac
and GNMA guidelines for foreclosure moratoriums in its portfolio of loans serviced for others.

Loan modifications made to date have mostly occurred on loans serviced for outside investors. Thus far, there has
been comparatively less need for, or use of, available loan modification programs on the primary residence mortgage
portfolio that TNB owns. This is a function of Trustmark’s preference for shorter average loan terms and the aging of
its portfolio, as well as adherence to its prudent lending standards. However, TNB is preparing for a potential increase
in demand for loan modifications on internal loans covering primary residences and intends to carry out specific
programs as needed. As for new loan originations, Trustmark follows, in substantially all situations, the underwriting
standards of the government agencies. As those agencies have revised standards on new originations, so has
Trustmark.

Total deposits at December 31, 2008 of $6.824 billion were effectively unchanged from $6.869 billion at December
31, 2007. Modest declines in interest-bearing demand deposits and time deposits, which were largely attributable to
increased competition from certain competitors that offered above-market rates to address liquidity issues, slightly
exceeded increases in noninterest-bearing demand deposits and savings accounts, which were predominantly
attributable to a general increase in the savings rate in response to the economic crisis and the resulting widespread
uncertainty.

The current economic recession has also affected Trustmark’s operations. During the fourth quarter of 2008,
Trustmark participated in two government programs, which had the effect of enabling it to enhance liquidity and to
augment its strong capital position. First was the Troubled Asset Relief Program (TARP)-Capital Purchase Program
(CPP) sponsored by the Treasury Department. In November 2008, Trustmark received $215.0 million under the
TARP CPP program in exchange for issuing 215,000 shares of Fixed Rate Cumulative Perpetual Preferred Stock and
a warrant (Warrant) to purchase approximately 1.648 million shares of Trustmark common stock. The second
program was the Term Auction Facility (TAF) sponsored by the Federal Reserve Bank of New York. To take
advantage of attractively priced funding, Trustmark bid on and received $200.0 million in TAF funding under the
TAF facility in December 2008. This funding is collateralized by assets pledged to the Discount Window at the
Federal Reserve Bank of Atlanta. Trustmark does not typically utilize the primary borrowing facility at the Discount
Window, so the TAF program allowed Trustmark to borrow $200.0 million at attractive rates using some of the
collateral normally pledged for contingency funding in lieu of utilizing its more traditional funding sources for these
borrowings. Trustmark’s collateral value at the Discount Window at December 31, 2008 was $924.3 million before
deducting its TAF borrowings.

For additional discussion of the impact of the current economic recession on the financial condition and results of
operations of Trustmark and its subsidiaries, see Item 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” elsewhere in this report.

11
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Subsidiaries of Trustmark
Trustmark National Bank

Trustmark National Bank initially chartered by the state of Mississippi in 1889, is headquartered in Jackson,
Mississippi. TNB represents over 98% of the assets and revenues of Trustmark. Significant services offered by TNB
include commercial banking, consumer banking, mortgage banking, wealth management and trust services, and risk
management services. TNB also provides investment and insurances services through the following wholly-owned
subsidiaries:

Trustmark Investment Advisors, Inc. (TTA) is a registered investment adviser. TIA provides customized investment
management services for the clients of TNB and also serves as investment advisor to The Performance Funds, a
proprietary family of mutual funds.

The Bottrell Insurance Agency, Inc. (Bottrell), which is based in Jackson, is among the largest agencies in
Mississippi. Bottrell provides comprehensive insurance and risk management solutions to businesses and individuals.

TRMK Risk Management, Inc. (TRMI) engages in individual insurance product sales as a broker of life and long term
care insurance.

Fisher-Brown, Incorporated (Fisher-Brown), a leading insurance agency in Northwest Florida, provides a
comprehensive range of insurance products to businesses, families and individuals.

Somerville Bank & Trust Company

Somerville Bank & Trust Company (Somerville), headquartered in Somerville, Tennessee, provides banking services
in the eastern Memphis metropolitan statistical area (MSA) through five offices.

Capital Trusts

Trustmark Preferred Capital Trust I (Trustmark Trust) is a Delaware trust affiliate formed in 2006 to facilitate a
private placement of $60.0 million in trust preferred securities. Republic Bancshares Capital Trust I (Republic Trust)
is a Delaware trust affiliate acquired as the result of Trustmark’s acquisition of Republic Bancshares of Texas,
Inc. Republic Trust was formed to facilitate the issuance of $8.0 million in trust preferred securities. As defined in
applicable accounting standards, both Trustmark Trust and Republic Trust are considered variable interest entities for
which Trustmark is not the primary beneficiary. Accordingly, the accounts of both trusts are not included in
Trustmark’s consolidated financial statements.

Segment Information

For information on Trustmark’s Segments, please see Results of Segment Operations in Item 7 - Management’s
Discussion and Analysis of Financial Condition and Results of Operations and Note 19 - Segment Information
included in Item 8 - Financial Statements and Supplementary Data, which are located elsewhere in this report.
Competition

There is significant competition within the banking and financial services industry in the markets in which Trustmark
operates. Changes in regulation, technology and product delivery systems have resulted in an increasingly

competitive environment. Trustmark expects to continue to face increasing competition from online and traditional

12
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financial institutions seeking to attract customers by providing access to similar services and products.
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Some of the institutions which compete with Trustmark are among the largest financial institutions in the United
States. Any actual intervention or assistance to these competitors made by the United States government, as well as
the perception that such assistance would be forthcoming if needed, can have the effect of eroding Trustmark’s
competitive advantages in its markets.

Trustmark and its subsidiaries compete with national and state chartered banking institutions of comparable or larger
size and resources and with smaller community banking organizations. Trustmark has numerous local, regional and
national nonbank competitors, including savings and loan associations, credit unions, mortgage companies, insurance
companies, finance companies, financial service operations of major retailers, investment brokerage and financial
advisory firms and mutual fund companies. Because nonbank financial institutions are not subject to the same
regulatory restrictions as banks and bank holding companies, they can often operate with greater flexibility and lower
cost structures. Currently, Trustmark does not face meaningful competition from international banks in its markets,
although that could change in the future.

The table below presents FDIC deposit data regarding TNB’s deposit market share. The June 30, 2008 data set forth
below is the most current data available from the FDIC at this time.

TNB Deposit Market Share by State
($ in thousands)
June 30, 2008

Deposit

Market
Market (1) Deposits Share
Mississippi $5,754,006 12.66 %
Texas 603,671 0.12 %
Tennessee 312,429 0.30 %
Florida 242,964 0.06 %

(1) - Note that market is defined by state.
Source: FDIC

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

Trustmark’s insurance subsidiaries are among the leading agencies in the markets of Mississippi and northwest
Florida. These subsidiaries face competition from local, regional and national insurance companies, as well as from
other financial institutions offering insurance products.

Trustmark’s ability to compete effectively is a result of being able to provide customers with desired products and
services in a convenient and cost effective manner. Customers for commercial, consumer and mortgage banking as

well as wealth management and trust services are influenced by convenience, quality of service, personal contacts,

availability of products and services and related pricing. Trustmark continually reviews its products, locations,

alternative delivery channels, and pricing strategies to maintain and enhance its competitive position. While

Trustmark’s position varies by market, Management believes it can compete effectively as a result of local market
knowledge and awareness of customer needs.

14
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The following discussion sets forth certain material elements of the regulatory framework applicable to bank holding
companies and their subsidiaries and provides certain specific information relevant to Trustmark. The discussion is
qualified in its entirety by reference to the full text of statutes, regulations and policies that are described. Also, such
statutes, regulations and policies are continually under the review of Congress and state legislatures as well as federal
and state regulatory agencies. A change in statutes, regulations or regulatory policies could have a material impact on
the business of Trustmark and its subsidiaries.

15
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General

Trustmark is a registered bank holding company under the Bank Holding Company Act (BHC) of 1956, as
amended. As such, Trustmark and its nonbank subsidiaries are subject to the supervision, examination and reporting
requirements of the BHC Act and the regulations of the Federal Reserve Board. In addition, as part of Federal
Reserve policy, a bank holding company is expected to act as a source of financial and managerial strength to
subsidiary banks and to maintain resources adequate to support each subsidiary bank. The BHC Act requires every
bank holding company to obtain the prior approval of the Federal Reserve before: (i) it may acquire direct or indirect
ownership or control of any voting shares of any bank if, after such acquisition, the bank holding company will
directly or indirectly own or control more than 5.0% of the voting shares of the bank; (ii) it or any of its subsidiaries,
other than a bank, may acquire all or substantially all of the assets of any bank; or (iii) it may merge or consolidate
with any other bank holding company.

The BHC Act further provides that the Federal Reserve may not approve any transaction that would result in a
monopoly or would be in furtherance of any combination or conspiracy to monopolize or attempt to monopolize the
business of banking in any section of the United States, or the effect of which may be substantially to lessen
competition or to tend to create a monopoly in any section of the country, or that in any other manner would be in
restraint of trade, unless the anticompetitive effects of the proposed transaction are clearly outweighed by the public
interest in meeting the convenience and needs of the community to be served. The Federal Reserve is also required to
consider the financial and managerial resources and future prospects of the bank holding companies and banks
concerned and the convenience and needs of the community to be served. Consideration of financial resources
generally focuses on capital adequacy, and consideration of convenience and needs issues includes the parties’
performance under the Community Reinvestment Act of 1977.

The BHC Act, as amended by the interstate banking provisions of the Riegle-Neal Interstate Banking and Branching
Efficiency Act of 1994 repealed the prior statutory restrictions on interstate acquisitions of banks by bank holding
companies, such that Trustmark may now acquire a bank located in any other state, regardless of state law to the
contrary, subject to certain deposit-percentage, aging requirements, and other restrictions. The Interstate Bank
Branching Act also generally provided that, after June 1, 1997, national and state-chartered banks may branch
interstate through acquisitions of banks in other states.

In addition, bank holding companies generally may engage, directly or indirectly, only in banking and such other
activities as are determined by the Federal Reserve Board to be closely related to banking. Trustmark is also subject
to regulation by the State of Mississippi under its general business corporation laws. In addition to the impact of
regulation, Trustmark and its subsidiaries may be affected by legislation which can change banking statutes in
substantial and unexpected ways and by the actions of the Federal Reserve Board as it attempts to control the money
supply and credit availability in order to influence the economy.

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

TNB’s nonbanking subsidiaries are subject to a variety of state and federal laws. TIA, a registered investment advisor,

is subject to supervision and regulation by the SEC and the state of Mississippi. Bottrell, Fisher-Brown and TRMI are
subject to the insurance laws and regulations of the states in which they are active. The Federal Reserve Board
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Trustmark is also under the jurisdiction of the SEC for matters relating to the offering and sale of its
securities. Trustmark 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, as administered by the SEC.

The Gramm-Leach-Bliley Financial Services Modernization Act of 1999 (Act) was signed into law on November 12,
1999. As aresult of the Act, banks are able to offer customers a wide range of financial products and services without
the restraints of previous legislation. In addition, bank holding companies and other financial services providers have
been able to commence new activities and develop new affiliations much more readily. The primary provisions of the
Act related to the establishment of financial holding companies and financial subsidiaries became effective on March
11, 2000. The Act authorizes national banks to own or control a “financial subsidiary” that engages in activities that are
not permissible for national banks to engage in directly. The Act contains a number of provisions dealing with
insurance activities by bank subsidiaries. Generally, the Act affirms the role of the states in regulating insurance
activities, including the insurance activities of financial subsidiaries of banks, but the Act also preempts certain state
laws. As a result of the Act, TNB elected for Bottrell, Fisher-Brown and TRMI to become financial
subsidiaries. This enables TNB to engage in insurance agency activities at any location.

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

Anti-Money Laundering Initiatives and the USA Patriot Act

A major focus of governmental policy on financial institutions in recent years has been aimed at combating money
laundering and terrorist financing. The USA PATRIOT Act of 2001 (the USA Patriot Act) substantially broadened the
scope of United States anti-money laundering 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. The United States Treasury Department has issued a number of implementing regulations to financial
institutions that apply to various requirements of the USA Patriot Act. These regulations impose obligations on
financial institutions to maintain appropriate policies, procedures and controls to detect, prevent and report money
laundering and terrorist financing and to verify the identity of their customers. Failure of a financial institution to
maintain and implement adequate programs to combat money laundering and terrorist financing, or to comply with all
of the relevant laws or regulations, could have serious legal and financial consequences for the institution.

Capital Adequacy

Banks and bank holding companies are subject to various regulatory capital requirements administered by state and
federal banking agencies. Capital adequacy guidelines and, additionally for banks, prompt corrective action
regulations, involve quantitative measures of assets, liabilities, and certain off-balance sheet items calculated under
regulatory accounting practices. Capital amounts and classifications are also subject to qualitative judgments by
regulators about components, risk weighting and other factors.

The Federal Reserve Board and the OCC, the primary regulators of Trustmark and TNB, respectively, have
substantially similar risk-based capital ratio and leverage ratio guidelines for banking organizations. Under the
guidelines, banking organizations are required to maintain minimum ratios for Tier 1 capital and total capital to
risk-weighted assets. For purposes of calculating these ratios, a banking organization’s assets and some of its specified
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off-balance sheet commitments and obligations are assigned to various risk categories. Capital, at both the holding
company and bank level, is classified in one of three tiers depending on type. Core capital (Tier 1) for both Trustmark
and TNB includes total equity capital, with the impact of accumulated other comprehensive income (loss) eliminated
plus allowable trust preferred securities less goodwill, other identifiable intangible assets and disallowed servicing
assets. Supplementary capital (Tier 2) includes the allowance for loan losses, subject to certain limitations, as well as
allowable subordinated debt. Market risk capital (Tier 3) includes qualifying unsecured subordinated debt. Total
capital for both Trustmark and TNB is a combination of Tier 1 and Tier 2 capital.

11
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Trustmark and TNB are required to maintain Tier 1 and total capital equal to at least 4% and 8% of their total
risk-weighted assets, respectively. At December 31, 2008, Trustmark exceeded both requirements with Tier 1 capital
and total capital equal to 13.01% and 14.95% of its total risk-weighted assets, respectively. At December 31, 2008,
TNB also exceeded both requirements with Tier 1 capital and total capital equal to 12.63% and 14.52% of its total
risk-weighted assets, respectively. Somerville is not discussed in this section, as it is not a significant subsidiary as
defined by the SEC.

The Federal Reserve Board also requires bank holding companies to maintain a minimum leverage ratio. The
guidelines provide for a minimum leverage ratio of 3% for banks and bank holding companies that meet certain
specified criteria, including having the highest regulatory rating or have implemented the appropriate federal
regulatory authority’s risk-adjusted measure for market risk. All other holding companies and national banks are
required to maintain a minimum leverage ratio of 4%, unless an appropriate regulatory authority specifies a different
minimum ratio. For TNB to be considered well capitalized under the regulatory framework for prompt corrective
action, its leverage ratio must be at least 5%. At December 31, 2008, the leverage ratios for Trustmark and TNB were
10.42% and 10.13%, respectively.

Failure to meet minimum capital requirements could subject a bank to a variety of enforcement remedies. The Federal
Deposit Insurance Act, as amended, (FDIA), identifies five capital categories for insured depository
institutions. These include well capitalized, adequately capitalized, undercapitalized, significantly undercapitalized
and critically undercapitalized. FDIA requires banking regulators to take prompt corrective action whenever financial
institutions do not meet minimum capital requirements. Failure to meet the capital guidelines could also subject a
depository institution to capital raising requirements. In addition, a depository institution is generally prohibited from
making capital distributions, including paying dividends, or paying management fees to a holding company if the
institution would thereafter be undercapitalized. As of December 31, 2008, the most recent notification from the OCC
categorized TNB as well capitalized based on the ratios and guidelines described above.

The minimum risk-based capital requirements adopted by the U.S. federal banking agencies follow the Capital Accord
of the Basel Committee on Banking Supervision. In 2004, the Basel Committee published a revision to the Accord
(Basel 1) and in December 2007, U.S. banking regulators published a final Basel II rule. The Basel II guidelines
became operational in April 2008, but are mandatory only for banks with consolidated total assets of $250 billion or
more or consolidated on-balance sheet foreign exposures of $10 billion or more. The U.S. implementation timetable
consists of a parallel calculation period under the current regulatory capital regime (Basel I) and Basel 11, starting any
time between April 1, 2008 and April 1, 2010 followed by a three-year transition period, typically starting 12 months
after the beginning of parallel reporting. The U.S. banking regulators have reserved the right to change how Basel Il is
applied in the U.S. following a review at the end of the second year of the transitional period, and to retain the existing
prompt corrective action and leverage capital requirements applicable to banking organizations in the U.S. Trustmark
is not required to comply with Basel II at this time due to its asset size and lack of on-balance sheet foreign exposure.

12
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Troubled Assets Relief Program - Capital Purchase Program

On November 21, 2008, Trustmark issued a total of 215,000 shares of Fixed Rate Cumulative Perpetual Preferred
Stock, Series A, (no par) liquidation preference $1,000 per share, (Senior Preferred) to the United States Department
of the Treasury (Treasury) in a private placement transaction as part of the Troubled Assets Relief Program - Capital
Purchase Program (TARP CPP). In the same transaction, Trustmark also issued to the Treasury a warrant to purchase
approximately 1.648 million shares of Trustmark’s common stock at an exercise price of $19.57 per share.

Trustmark chose to participate in the TARP CPP in order to reinforce its strong capital position, advance the

Treasury’s efforts to facilitate additional lending in the markets where Trustmark operates, maintain its competitive
advantage over its less well-capitalized competitors, support its foreclosure mitigation programs and support its

general operations. Trustmark’s decision to participate in the TARP CPP was also affected by discussions with its
regulators, including the OCC, the Federal Reserve and the U.S. Treasury. Trustmark elected to participate in the

TARP CPP as a healthy, well-capitalized bank.

Under the securities purchase agreement (SPA), Trustmark may not redeem the Senior Preferred prior to February 15,
2012, unless the Senior Preferred is redeemed with the proceeds of an offering of perpetual preferred stock or
common stock that (1) qualifies as Tier 1 Capital for bank regulatory purposes and (2) results in gross proceeds to
Trustmark of not less than $53.8 million. Any redemption of the Senior Preferred will be at $1,000 per share plus any
accrued and unpaid dividends and shall be subject to the approval of Trustmark’s primary federal banking regulator,
the Board of Governors of the Federal Reserve System.

The American Recovery and Reinvestment Act of 2009 (2009 Stimulus Package) was signed into law on February 17,
2009, by President Obama. The 2009 Stimulus Package imposes certain executive compensation and corporate
expenditure limits on all current and future Troubled Assets Relief Program recipients, including Trustmark, until the
institution has repaid the Treasury, which is now permitted under the 2009 Stimulus Package without penalty and
without the need to raise new capital, subject to the Treasury’s consultation with the recipient’s appropriate regulatory
agency.

Due to Trustmark’s participation in the Treasury’s Capital Purchase Program, Trustmark must receive the consent of the
Treasury in order to redeem, purchase or acquire any shares of its common stock or other equity or capital securities,
other than in connection with benefit plans consistent with past practice and certain other circumstances specified in
the SPA for the Senior Preferred (a copy of which is incorporated by reference as an exhibit to this Annual Report on
Form 10-K), unless Trustmark has redeemed the Senior Preferred or the Treasury has transferred all of its shares of
the Senior Preferred to a third party.

Another standard included in the Treasury’s Capital Purchase Program applies to dividends. Prior to November 21,
2011, the consent of Treasury will be required for Trustmark to declare or pay any dividend or make any distribution

on its common stock (other than regular quarterly cash dividends of not more than $0.23 per share of common stock)

unless Trustmark has redeemed the Senior Preferred stock or the Treasury has transferred all of its shares of the Senior

Preferred to a third party. The SPA also contains restrictions and requirements with respect to executive compensation

and corporate governance. Furthermore, for so long as the Treasury holds Trustmark’s Senior Preferred stock,
Trustmark is subject to the regulations and restrictions with respect to executive compensation and corporate

governance established by Congress in the 2009 Stimulus Package which apply to institutions that received Capital

Purchase Program funds, as well as the rules and regulations adopted by the Treasury and the Securities and Exchange

Commission (SEC) thereunder.

Payment of Dividends and Other Restrictions
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There are various legal and regulatory provisions which limit the amount of dividends TNB can pay to Trustmark
without regulatory approval. Approval of the OCC is required if the total of all dividends declared in any calendar
year exceeds the total of its net income for that year combined with its retained net income from the preceding two
years. TNB will have available in 2009 approximately $44.5 million plus its net income for that year to pay as
dividends. In addition, subsidiary banks of a bank holding company are subject to certain restrictions imposed by the
Federal Reserve Act on extensions of credit to the bank holding company or any of its subsidiaries. Further,
subsidiary banks of a bank holding company are prohibited from engaging in certain tie-in arrangements in connection
with any extension of credit, lease or sale of property or furnishing of any services to the bank holding company. As
described above under the heading “Troubled Assets Relief Program,” Trustmark is subject to certain restrictions on
payment of dividends on its common stock, other than regular, quarterly cash dividends of not more than $0.23 per
share, for so long as the Treasury holds any of the Senior Preferred stock.
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FDIC Insurance Assessments

The deposits of TNB are insured up to regulatory limits set by the Deposit Insurance Fund (DIF) and, accordingly, are

subject to deposit insurance assessments to maintain the DIF. The FDIC utilizes a risk-based assessment system that

imposes insurance premiums based upon a risk matrix that takes into account a bank’s capital level and supervisory
rating (CAMELS). Beginning in 2007, the previous nine risk categories utilized in the risk matrix were condensed into

four risk categories which continue to be distinguished by capital levels and supervisory ratings. For Risk Category 1

institutions (generally those institutions with less than $10 billion in assets) including TNB, assessment rates are

determined from a combination of financial ratios and CAMELS component ratings. The minimum annualized

assessment rate for Risk Category 1 institutions during 2008 was 5 basis points per $100 of deposits with the

maximum rate being 7 basis points. Quarterly assessment rates for institutions in Risk Category 1 may vary within

this range depending upon changes in CAMELS component ratings and financial ratios.

During 2008, Trustmark’s expenses related to deposit insurance premiums totaled $2.7 million as it completed its
utilization of the one-time assessment credit of $5.6 million it received during 2007. In addition, TNB also paid $769
thousand in Financing Corporation (FICO) assessments related to outstanding FICO bonds in which the FDIC serves
as collection agent. The bonds issued by the FICO are due to mature in 2017 through 2019. For the quarter ended
December 31, 2008, the FICO assessment was equal to 1.14 basis points per $100 of deposits.

During the fourth quarter of 2008, in response to deterioration in banking and economic conditions, the FDIC
announced several changes designed to contribute to the economic stabilization. First, on October 3rd, President Bush
signed the Emergency Economic Stabilization Act of 2008, which temporarily raised the basic limit on federal deposit
insurance coverage from $100,000 to $250,000 per depositor. On May 20, 2009 President Obama signed the Helping
Families Save Their Homes Act of 2009 which extended the federal deposit insurance coverage of $250,000 per
depositor till December 31, 2013. On January 1, 2014, the standard insurance amount will return to $100,000 per
depositor for all account categories except IRAs and other certain retirement accounts, which will remain at $250,000
per depositor. On October 14th, the FDIC announced the Temporary Liquidity Guarantee Program (TLGP) which
was designed to strengthen confidence and encourage liquidity in the banking system. The Debt Guarantee Program
guarantees, with certain limitations, newly issued senior unsecured debt with a term greater than 30 days of eligible,
participating entities. The Transaction Account Guarantee Program fully guarantees noninterest-bearing transaction
accounts and NOW accounts with interest rates of 50 basis points or less. Trustmark and its banking subsidiaries have
opted to participate in both programs but will incur no additional assessment for the Debt Guarantee Program since it
currently has no qualifying debt outstanding. Participants in the Transaction Account Guarantee Program will incur a
surcharge of $0.10 per $100 of covered deposits exceeding $250,000.

Additionally, during October the FDIC voted to adopt a restoration plan accompanied by a notice of proposed
rulemaking that would increase the rates banks pay for deposit insurance, while at the same time making adjustments
to the system that determines what rate a bank pays the FDIC. Currently, banks pay anywhere from five basis points
to 43 basis points per $100 of assessable deposits for deposit insurance. Under the restoration plan, the assessment
rate schedule would be raised uniformly by 7 basis points (annualized) beginning on January 1, 2009. Beginning with
the second quarter of 2009, changes would be made to the deposit insurance assessment system to make the increase
in assessments fairer by requiring riskier institutions to pay a larger share. Together, the proposed changes would
improve the way the system differentiates risk among insured institutions and help ensure that the reserve ratio returns
to at least 1.15% by the end of 2013.

14
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Trustmark’s internet address is www.trustmark.com. Information contained on this website is not a part of this
report. Trustmark makes available through this address, free of charge, its annual report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Exchange Act as soon as reasonably practicable after such material is electronically filed,
or furnished to, the SEC.

Employees

At December 31, 2008, Trustmark employed 2,607 full-time equivalent employees. None of the Trustmark’s
employees are represented by collective bargaining agreements. Trustmark believes its employee relations to be good.

EXECUTIVE OFFICERS OF THE REGISTRANT

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

Richard G. Hickson, 64

Trustmark Corporation

Chairman, President and Chief Executive Officer since April 2002
Trustmark National Bank

Chairman and Chief Executive Officer since April 2002

Gerard R. Host, 54

Trustmark Corporation

Interim Principal Financial Officer from November 2006 to January 2007

Trustmark National Bank

President and Chief Operating Officer since March 2008

President — General Banking from February 2004 to March 2008

President and Chief Operating Officer — Consumer Division from September 2002 to February 2004

Louis E. Greer, 54

Trustmark Corporation

Treasurer and Principal Financial Officer since January 2007

Chief Accounting Officer from January 2003 to January 2007

Trustmark National Bank

Executive Vice President and Chief Financial Officer since February 2007

Senior Vice President and Chief Accounting Officer from February 2004 to February 2007
Senior Vice President and Controller from September 1998 to February 2004

T. Harris Collier 111, 60

Trustmark Corporation

Secretary since April 2002
Trustmark National Bank

General Counsel since January 1990

15

24



Edgar Filing: TRUSTMARK CORP - Form 10-K/A

25



Edgar Filing: TRUSTMARK CORP - Form 10-K/A

Table of Contents

Duane A. Dewey, 50

Trustmark National Bank

Executive Vice President and Corporate Banking Manager since September 2008
President — Central Region from February 2007 to September 2008

President — Wealth Management Division from August 2003 to February 2007

George C. Gunn, 57

Trustmark National Bank

Executive Vice President and Real Estate Banking Manager since September 2008

Executive Vice President and Corporate Banking Manager from February 2004 to September 2008
Executive Vice President and Commercial Banking Manager from September 1999 to February 2004

Glynn Ingram, 57

Trustmark National Bank

Executive Vice President and Chief Information Officer since September 2008

Senior Vice President and Chief Information Officer from December 2007 to September 2008
Chief Information Officer from December 2006 to December 2007

Saks Incorporated

Vice President — Telecommunications from July 2001 to December 2006

James M. Outlaw, JIr., 55

Trustmark National Bank

President and Chief Operating Officer — Texas since August 2006

Executive Vice President and Chief Information Officer from September 1999 to August 2006

W. Art Stevens, 44

Trustmark National Bank

President — Mississippi Region since September 2008

President — South Region from February 2005 to September 2008

Senior Vice President and Manager of Retail Administration from February 2003 to February 2005

Breck W. Tyler, 50

Trustmark National Bank

Executive Vice President and Mortgage Services Manager since June 2006

Senior Vice President and Mortgage Services Manager from September 1999 to June 2006

Rebecca N. Vaughn-Furlow, 64

Trustmark National Bank

Executive Vice President and Human Resources Director since June 2006

Senior Vice President and Human Resources Director from February 1999 to June 2006

Harry M. Walker, 58

Trustmark National Bank

President — Jackson Metro since February 2004

President and Chief Operating Officer — Commercial Division from September 2002 to February 2004
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Chester A. (Buddy) Wood, Jr., 60

Trustmark National Bank

Executive Vice President and Chief Risk Officer from February 2007

Senior Vice President and Treasurer from January 2005 to February 2007

SouthTrust Corporation, Birmingham, Alabama

Fund Management Group EVP and Treasurer from December 2000 until December 2004

C. Scott Woods, 52

Trustmark National Bank

Executive Vice President and Insurance Services Manager since June 2006

Senior Vice President and Insurance Services Manager from September 2002 to June 2006

ITEM 1A. RISK FACTORS

Trustmark and its subsidiaries could be adversely impacted by various risks and uncertainties, which are difficult to

predict. As a financial institution, Trustmark has significant exposure to market risk, including interest rate risk,

liquidity risk and credit risk. This section includes a description of the risks, uncertainties and assumptions identified

by Management that could materially affect Trustmark’s financial condition and results of operations, as well as the
value of Trustmark’s financial instruments in general, and Trustmark common stock, in particular. Additional risks
and uncertainties that Management currently deems immaterial or is unaware of may also impair Trustmark’s financial
condition and results of operations. This report is qualified in its entirety by the risk factors that are identified

below. The occurrence of any one of, or of a combination of, these risk factors could have a material negative effect

on Trustmark’s financial condition or results of operations.

Trustmark’s Largest Source of Revenue (Net Interest Income) is Subject to Interest Rate Risk

Trustmark is exposed to interest rate risk in its core banking activities of lending and deposit taking, since assets and
liabilities reprice at different times and by different amounts as interest rates change. For the year ended December
31, 2008, Trustmark’s total interest income was $483.3 million and net interest income was approximately $319.2
million. Trustmark’s simulation model using balances at December 31, 2008 estimated that in the event of a 100 basis
point reduction in interest rates, there would be a corresponding reduction in net interest income of 3.1%. Net interest
income is Trustmark’s largest revenue source, and it is important to understand how Trustmark is subject to interest
rate risk.

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

eThe remaining maturity of various assets or liabilities may shorten or lengthen as payment behavior changes in
response to changes in interest rates. For example, if interest rates decline sharply, loans may pre-pay, or pay down,
faster than anticipated, thus reducing future cash flows and interest income. Conversely, if interest rates increase,
depositors may cash in their certificates of deposit prior to term (notwithstanding any applicable early withdrawal
penalties) or otherwise reduce their deposits to pursue higher yielding investment alternatives.

eRepricing frequencies and maturity profiles for assets and liabilities may occur at different times. For example, in a
falling rate environment, if assets reprice faster than liabilities, there will be an initial decline in
earnings. Moreover, if assets and liabilities reprice at the same time, they may not be by the same increment. For
instance, if the Federal funds rate increased 50 basis points, rates on demand deposits may rise by 10 basis points,
whereas rates on prime-based loans will instantly rise 50 basis points.
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Financial instruments do not respond in a parallel fashion to rising or falling interest rates. This causes asymmetry in
the magnitude of changes in net interest income, net economic value and investment income resulting from the
hypothetical increases and decreases in interest rates. Therefore, Management monitors interest rate risk and adjusts
Trustmark’s funding strategies to mitigate adverse effects of interest rate shifts on Trustmark’s balance sheet.

Trustmark has entered into derivative contracts to hedge Mortgage Servicing Rights (MSR) in order to offset changes
in fair value resulting from rapidly changing interest rate environments. In spite of Trustmark’s due diligence in
regards to these hedging strategies, significant risks are involved that, if realized, may prove such strategies to be
ineffective, which could adversely affect results of operations. Risks associated with this strategy include the risk that
counterparties in any such derivative and other hedging transactions may not perform; the risk that these hedging
strategies rely on Management’s assumptions and projections regarding these assets and general market factors,
including prepayment risk, basis risk, market volatility and changes in the shape of the yield curve, and that these
assumptions and projections may prove to be incorrect; the risk that these hedging strategies do not adequately
mitigate the impact of changes in interest rates, prepayment speeds or other forecasted inputs to the hedging model;
and, the risk that the models used to forecast the effectiveness of hedging instruments may project expectations that
differ from actual results.

Trustmark closely monitors the sensitivity of net interest income and investment income to changes in interest rates
and attempts to limit the variability of net interest income as interest rates change. Trustmark makes use of both on-
and off-balance sheet financial instruments to mitigate exposure to interest rate risk.

The National Economic Recession Has Increased the Business Risks for Trustmark.

The capital and credit markets have been experiencing volatility and disruption for more than twelve months.
Dramatic declines in the housing market over the past year, with falling home prices, unemployment and
underemployment, have negatively impacted the credit performance of mortgage loans and resulted in writedowns of
asset values by financial institutions, including Trustmark. For example, in Trustmark’s Florida market, which is the
market in which Trustmark has experienced the greatest impact from the economic recession, at December 31, 2008,
approximately $176.7 million in aggregate principal amount of loans, or approximately 28.6% of total Florida loans of
approximately $618.3 million, were classified as criticized, meaning that those loans exhibit potential credit
weaknesses. Of those loans, approximately $51.1 million in aggregate principal amount of loans were classified as
“impaired,” meaning that they are collateral dependent, and that Trustmark charges off the full difference between the
loan value and the net realizable value of the underlying collateral. Furthermore, the amount of nonaccrual loans rose
by approximately 75.0% from December 31, 2007 to approximately $114.0 million at December 31, 2008. At
December 31, 2008, Trustmark’s total nonperforming assets (for all four states where it operates) amounted to
approximately $152.6 million, an increase of approximately 107.6% over total nonperforming assets at December 31,
2007.

Trustmark does not assume that the difficult conditions in the economy and in the financial markets generally, and in
particular in the Florida market, will improve significantly in the near future. A worsening of these conditions would
likely exacerbate the adverse effects of these difficult market conditions on Trustmark. In particular, Trustmark may
face the following risks in connection with these events:

e Market developments and the resulting economic pressure on consumers may affect consumer confidence levels
and may cause increases in delinquencies and default rates, which, among other effects, could further affect

Trustmark’s charge-offs and provision for loan losses.

¢ Conditions in Trustmark’s markets in Mississippi, Tennessee or Texas, which to date have been less severe than in
Trustmark’s Florida market, could worsen.
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eCompetition in the industry could intensify as a result of the increasing consolidation of financial services
companies in connection with current market conditions.

eThe current market disruptions make valuation of assets even more difficult and subjective, and Management’s
ability to measure the fair value of Trustmark’s assets could be adversely affected. If Management determines that a
significant portion of its assets have values that are significantly below their recorded carrying value, Trustmark
could recognize a material charge to earnings in the quarter during which such determination was made, Trustmark’s
capital ratios would be adversely affected by any such change and a rating agency might downgrade its credit rating
or put Trustmark on credit watch.

eTrustmark may face increased regulation of its industry, including as a result of the Emergency Economic
Stabilization Act of 2008, the American Recovery and Reinvestment Act of 2009, and its issuance to the U.S.
Treasury of its Senior Preferred stock and a Warrant under the TARP CPP. Compliance with such regulation may
increase its costs and limit its ability to pursue business opportunities.

Trustmark is Subject to Lending Risk, Which Could Impact the Adequacy of the Allowance for Loan Losses and
Results of Operations.

There are inherent risks associated with Trustmark’s lending activities. As discussed above, the current economic
recession resulted in increases in Trustmark’s loan losses and impaired loans. If current trends in the housing and real
estate markets continue, Trustmark may continue to experience higher than normal delinquencies and credit

losses. Moreover, if a prolonged recession occurs, Management expects that it could severely affect economic

conditions in Trustmark’s market areas and that Trustmark could experience significantly higher delinquencies and
credit losses. In addition, bank regulatory agencies periodically review Trustmark’s allowance for loan losses and may
require an increase in the provision for loan losses or the recognition of further charge-offs, based on judgments

different than those of Management. As a result, Trustmark may elect to make further increases in its provision for

loan losses in the future, particularly if economic conditions continue to deteriorate.

Trustmark is Subject to Liquidity Risk, Which Could Disrupt its Ability to Meet its Financial Obligations.

Liquidity refers to Trustmark’s ability to ensure that sufficient cash flow and liquid assets are available to satisfy
current and future financial obligations, including demand for loans and deposit withdrawals, funding operating costs
and other corporate purposes. Liquidity risk arises whenever the maturities of financial instruments included in assets
and liabilities differ. Trustmark obtains funding through deposits and various short-term and long-term wholesale
borrowings, including federal funds purchased and securities sold under agreements to repurchase, brokered deposits
and borrowings from both the Federal Home Loan Bank (FHLB) and Federal Reserve Bank (FRB). During the fourth
quarter of the 2008 fiscal year, as the U.S. financial system experienced a severe, overall contraction of credit,
Trustmark was able to add to its funding sources $200.0 million in short-term borrowings from the Federal Reserve’s
Term Auction Facility. In addition, at December 31, 2008, Trustmark had $640 million of Federal funds purchased,
or $319 million more than the amount of Federal funds purchased at December 31, 2007. The increased amount of
Federal funds purchased offset, in part, a reduction in borrowings from the FHLB. Any significant restriction or
disruption of Trustmark’s ability to obtain funding from these or other sources could have a negative effect on
Trustmark’s ability to satisfy its current and future financial obligations, which could materially affect Trustmark’s
financial condition.

In addition to the risk that one or more of the funding sources may become constrained due to market conditions

unrelated to Trustmark, there is the risk that Trustmark’s credit profile may decline such that one or more of these
funding sources becomes partially or wholly unavailable to Trustmark.
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Trustmark attempts to quantify such credit event risk by modeling scenarios that estimate the liquidity impact
resulting from a short-term ratings downgrade over various grading levels. Trustmark estimates such impact by
attempting to measure the effect on available unsecured lines of credit, available capacity from secured borrowing
sources and securitizable assets. To mitigate such risk, Trustmark maintains available lines of credit with the FRB
and the FHLB that are secured by loans and investment securities. Management continuously monitors Trustmark’s
liquidity position for compliance with internal policies.

Trustmark Operates in a Highly Competitive Financial Services Industry.

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

Some of Trustmark’s competitors have fewer regulatory constraints and may have lower cost structures. Additionally,
due to their size, many of Trustmark’s larger competitors may be able to achieve economies of scale and, as a result,
may offer a broader range of products and services as well as better pricing for those products and services than
Trustmark can.

Furthermore, the Federal Reserve, in response to the current economic crisis, has conducted stress tests on the 19

largest financial institutions in the United States. Some of these institutions compete with Trustmark in some of
Trustmark’s markets. Any intervention or assistance to these competitors made, affected or coordinated by the Federal
Reserve, the U.S. Treasury or other government agencies could affect the competitive landscape in which Trustmark

operates.

Trustmark’s ability to compete successfully depends on a number of factors, including: the ability to develop, maintain
and build upon long-term customer relationships based on top quality service, high ethical standards and safe, sound
assets; the ability to continue to expand Trustmark’s market position through organic growth and acquisitions; the
scope, relevance and pricing of products and services offered to meet customer needs and demands; the rate at which
Trustmark introduces new products and services relative to its competitors; and industry and general economic
trends. Failure to perform in any of these areas could significantly weaken Trustmark’s competitive position, which
could adversely affect Trustmark’s growth and profitability.

The Issuance of Preferred Securities and the Warrant to Purchase Trustmark Common Stock to the United States
Treasury May Dilute Earnings, Encumbers Earnings to Pay Preferred Dividends and Requires Trustmark to Accrue
the Related Discount through Earnings.

On November 21, 2008, Trustmark issued $215.0 million of Senior Preferred stock to the U.S. Treasury and issued
the U.S. Treasury a warrant to purchase approximately 1.648 million shares of Trustmark common stock at an
exercise price of $19.57 per common share. Full exercise of the warrant will dilute Trustmark’s common shareholders
by approximately 2.87%, based upon the approximately 57.32 million shares of Trustmark’s common stock issued and
outstanding as of January 31, 2009. Should the market value of the common stock increase above the exercise price
of $19.57 per common share prior to exercise of the warrant, accounting rules will require additional shares to be
included in the fully diluted share count, and will effectively reduce reported diluted earnings per share to common
shareholders. If the warrant is exercised, dividends would become payable with respect to the newly issued
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shares. Likewise, in a scenario in which Management might prefer to repurchase the warrant, if the market price of
the common stock is significantly above the exercise price of the warrant, the value of the warrant would rise with the
market price of the common stock. In such a scenario, a higher amount of cash would be needed to repurchase the
warrant, reducing capital surplus. Furthermore, a scenario involving early redemption of the Senior Preferred will
require the acceleration of the associated discount through earnings available to common shareholders. If not
redeemed by February 15, 2014, the annual dividend payments on the Senior Preferred will increase from 5.00% per
annum to 9.00% per annum. If Trustmark is unable to redeem the Senior Preferred at or prior to February 15, 2014,
then this higher dividend rate may be financially unattractive to Trustmark relative to the cost of capital under the
market conditions prevailing after that date.
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In addition, Trustmark is required by accounting rules to accrete the deemed discount on the Preferred Stock through
earnings available to common shareholders. The discount will accrete through February 15, 2014 at an amount of
approximately $2.0 million annually, reducing earnings available to common shareholders. If the Senior Preferred is
redeemed early by Trustmark, accretion of the remaining discount will be accelerated through earnings available to
common shareholders at that time.

Trustmark May be Required to Pay Significantly Higher Federal Deposit Insurance Corporation (FDIC) Premiums in
the Future.

Recent insured institution failures, as well as deterioration in banking and economic conditions, have significantly
increased FDIC loss provisions, resulting in a decline in the designated reserve ratio to historical lows. The FDIC
expects a higher rate of insured institution failures in the next few years compared to recent years; thus, the reserve
ratio may continue to decline. In addition, EESA, as amended, has increased the limit on FDIC coverage to $250,000
through December 31, 2013. These developments will cause the premiums assessed to Trustmark by the FDIC to
increase. It is possible that the duration of this increase could be extended, or that the increase could become
permanent, which could cause additional increases in the premiums assessed to Trustmark by the FDIC.

Based on existing regulations, the FDIC must establish and implement a restoration plan to restore the reserve ratio to
1.15 percent (based on a limit on FDIC coverage to $100,000 per account). Absent extraordinary circumstances, the
reserve ratio must be restored to 1.15 percent within five years. As a result, the FDIC has adopted a restoration plan
which will require an increase to the assessment rates it currently charges. Under the present regulations, Trustmark’s
assessment rate will increase from five to seven basis points per $100 of deposits to approximately 12 to 16 basis
points per $100 of deposits beginning in 2009. In addition, under the terms of legislation presently pending, special
FDIC assessment rates could be imposed in certain circumstances, which could have an adverse impact on Trustmark’s
results of operations.

The Stock Price of Financial Institutions, like Trustmark, Can be Volatile.

The volatility in the stock prices of companies in the financial services industry may make it more difficult for you to
resell your Trustmark common stock at prices you find attractive and at the time you want. Trustmark’s stock price
can fluctuate significantly in response to a variety of factors, including factors affecting the financial industry as a
whole. In 2008, Trustmark’s stock reached a high of $34.00 per share on September 19, 2008 and a low of $14.31 per
share on July 15, 2008. The factors affecting financial stocks generally and Trustmark’s stock price in particular
include: actual or anticipated variations in earnings; changes in analysts’ recommendations or projections; operating
and stock performance of other companies deemed to be peers; perception in the marketplace regarding Trustmark, its
competitors and/or the industry as a whole; significant acquisitions or business combinations involving Trustmark or
its competitors; changes in government regulation and failure to integrate acquisitions or realize anticipated benefits
from acquisitions. The existence of the warrant issued by Trustmark to the U.S. Treasury as described above, and the
potential for dilution or actual dilution the warrant may cause, may also create additional volatility in the market price
of Trustmark’s common stock. General market fluctuations, industry factors and general economic and political
conditions could also cause Trustmark’s stock price to decrease regardless of operating results.
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Potential Acquisitions by Trustmark May Disrupt Trustmark’s Business and Dilute Shareholder Value.

Since January 1, 2004, Trustmark has consummated three significant acquisitions: (i) five branches of Allied Houston
Bank, on March 12, 2004; (ii) Fisher-Brown, Incorporated, northwest Florida’s leading insurance agency, on
December 1, 2004; and (iii) Republic Bancshares of Texas, Inc., on August 25, 2006. Trustmark seeks merger or
acquisition partners that are culturally similar and have experienced management and possess either significant market
presence or have potential for improved profitability through financial management, economies of scale or expanded
services, and Trustmark will likely continue to seek to acquire such businesses in the future. Acquiring other banks,
businesses, or branches involves various risks commonly associated with acquisitions, including: potential exposure to
unknown or contingent liabilities of the target company; exposure to potential asset quality issues of the target
company; difficulty and expense of integrating the operations and personnel of the target company; potential
disruption to Trustmark’s business; potential diversion of Trustmark’s Management’s time and attention; the possible
loss of key employees and customers of the target company; difficulty in estimating the value of the target company
and potential changes in banking or tax laws or regulations that may affect the target company. Acquisitions typically
involve the payment of a premium over book and market values, and, therefore, some dilution of Trustmark’s tangible
book value and net income per share of common stock may occur in connection with any future transaction.
Furthermore, failure to realize the expected revenue increases, cost savings, increases in geographic or product
presence, and/or other projected benefits from an acquisition could have a material adverse effect on Trustmark’s
financial condition and results of operations.

Changes in Accounting Standards May Affect How Trustmark Reports its Financial Condition and Results of
Operations.

Trustmark’s accounting policies and methods are fundamental to how Trustmark records and reports its financial
condition and results of operations. From time to time, the Financial Accounting Standards Board (FASB) changes

the financial accounting and reporting standards that govern the preparation of Trustmark’s financial statements. The
ongoing economic recession has resulted in increased scrutiny of accounting standards by regulators and legislators,

particularly as they relate to fair value accounting principles. In addition, ongoing efforts to achieve convergence

between U.S. generally accepted accounting principles (GAAP) and International Financial Reporting Standards may

result in changes to U.S. GAAP. Any such changes can be difficult to predict and can materially affect how

Trustmark records and reports its financial condition and results of operations.

Natural Disasters, Such as Hurricanes, Could Have a Significant Negative Impact on Trustmark’s Business.

Many of Trustmark’s loans are secured by property or are made to businesses in or near the Gulf coast regions of
Texas, Mississippi and Florida, which regions are often in the path of seasonal hurricanes. As previously reported,
Hurricane Katrina had a catastrophic effect on Trustmark’s Mississippi market, and in late summer 2008, Hurricane
Gustav threatened to create a similar result in the Houston metropolitan area, which is the location of Trustmark’s
Texas operations. Natural disasters, such as hurricanes, could have a significant negative impact on the stability of
Trustmark’s deposit base, the ability of borrowers to repay outstanding loans, the value of collateral securing loans and
could cause Trustmark to incur additional expenses. Although Management has established disaster recovery policies
and procedures, the occurrence of a natural disaster, especially if any applicable insurance coverage is not adequate to
enable Trustmark’s borrowers to recover from the effects of the event, could have a material adverse effect on
Trustmark.
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Part I1

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following provides a narrative discussion and analysis of Trustmark Corporation’s (Trustmark) financial condition
and results of operations. This discussion should be read in conjunction with the consolidated financial statements
and the supplemental financial data included elsewhere in this report.

FORWARD-LOOKING STATEMENTS

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

99 ¢ LR T3 EEINT3

Risks that could cause actual results to differ materially from current expectations of Management include, but are not
limited to, changes in the level of nonperforming assets and charge-offs, local, state and national economic and market
conditions, including the extent and duration of the current volatility in the credit and financial markets, changes in
our ability to measure the fair value of assets in our portfolio, material changes in the level and/or volatility of market
interest rates, the performance and demand for the products and services we offer, including the level and timing of
withdrawals from our deposit accounts, the costs and effects of litigation and of unexpected or adverse outcomes in
such litigation, our ability to attract noninterest-bearing deposits and other low-cost funds, competition in loan and
deposit pricing, as well as the entry of new competitors into our markets through de novo expansion and acquisitions,
economic conditions and monetary and other governmental actions designed to address the level and volatility of
interest rates and the volatility of securities, currency and other markets, the enactment of legislation and changes in
existing regulations, or enforcement practices, or the adoption of new regulations, changes in accounting standards
and practices, including changes in the interpretation of existing standards, that effect our consolidated financial
statements, changes in consumer spending, borrowings and savings habits, technological changes, changes in the
financial performance or condition of Trustmark’s borrowers, changes in Trustmark’s ability to control expenses,
changes in Trustmark’s compensation and benefit plans, greater than expected costs or difficulties related to the
integration of new products and lines of business, natural disasters, acts of war or terrorism and other risks described
in Trustmark’s filings with the Securities and Exchange Commission.

Although Management believes that the expectations reflected in such forward-looking statements are reasonable, it
can give no assurance that such expectations will prove to be correct. Trustmark undertakes no obligation to update or
revise any of this information, whether as the result of new information, future events or developments or otherwise.
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EXECUTIVE OVERVIEW

The national economy, in 2008, faced numerous challenging macro-economic conditions. The economy was in
recession and experienced rising unemployment, declining home values, extremely low liquidity in the debt markets
and declining values and high volatility in the equity markets. As a result of these conditions, consumer confidence
and spending decreased substantially and asset values declined. The capital and earnings levels of numerous financial
institutions were negatively affected and a number of financial institutions failed or merged, in some cases with
government involvement, with stronger financial institutions.

During 2008, Management monitored carefully the impact of illiquidity in the financial markets, declining values of
securities and other assets, loan performance, default rates and other financial and macro-economic indicators, in order
to navigate the challenging economic environment. Management implemented strategic decisions to reduce certain
loan classifications, including construction, land development and other land loans, loans secured by 1-4 family
residential properties and indirect auto loans. Throughout 2008, Trustmark and TNB’s capital ratios exceeded the
minimum levels required for it to be ranked well-capitalized, both prior to and after Trustmark’s participation in the
U.S. Treasury’s TARP CPP.

During 2008, Management also monitored the trend of weakening residential real estate property values and

increasing default rates, substantially all of which is in the Florida Panhandle region. Trustmark’s other markets have
experienced less of a decline in values and a marginal increase in default rates to date. The non-Florida markets in

which Trustmark operates did not experience the dramatic rise in real estate values prior to the recession as was

prevalent in Florida and other sections of the country. As a result, the impact of the recession on property values in

Trustmark’s other markets has been much less severe.

In 2008, Trustmark did not make significant changes to its loan underwriting standards. Trustmark’s willingness to
make loans to qualified applicants that meet its traditional, prudent lending standards has not changed. However,

TNB has adjusted its concentration limits of commercial real estate loans, and closely adheres to its primary regulator’s
guidelines. As a result, TNB has been more restrictive in granting credit involving certain categories of real estate,

particularly in Florida. Furthermore, in the current economic downturn, TNB makes fewer exceptions to its loan

policy as compared to prior periods.

During 2008, Management continued its practice of maintaining excess funding capacity to provide Trustmark with
adequate liquidity for its ongoing operations. In this regard, Trustmark benefits from its strong deposit base, its
investment portfolio and its access to funding from a variety of external funding sources. Among such sources,
Trustmark’s borrowings from the Federal Reserve’s TAF program and its purchase of Federal funds in 2008 reduced its
funding cost relative to other interest-bearing sources. During the fourth quarter of the 2008 fiscal year, Trustmark
was able to add to its funding sources $200.0 million in short-term TAF borrowings. In addition, at December 31,
2008, Trustmark had $640 million of Federal funds purchased, $319 million, or 100%, more than the amount of
Federal funds purchased at December 31, 2007.

TARP CAPITAL PURCHASE PROGRAM

Trustmark chose to participate in the TARP CPP in order to reinforce its strong capital position, advance the

Treasury’s efforts to facilitate additional lending in the markets where Trustmark operates, maintain its competitive
advantage over its less well-capitalized competitors, support its foreclosure mitigation programs and support its

general operations. Trustmark’s decision to participate in the TARP CPP was also affected by discussions with its
regulators, including the OCC, the Federal Reserve and the U.S. Treasury. Trustmark elected to participate in the

TARP CPP as a healthy, well-capitalized bank.
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As part of its participation in the TARP CPP, in addition to issuing 215,000 shares of Senior Preferred stock to the
U.S. Treasury, Trustmark also issued to the U.S. Treasury a ten-year warrant (the Warrant) to purchase up to
1,647,931 shares of Trustmark’s common stock, at an initial exercise price of $19.57 per share, subject to customary
anti-dilution adjustments.
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Cumulative dividends on the Senior Preferred stock will accrue on the liquidation preference at a rate of 5% per

annum until February 15, 2014, and at a rate of 9% per annum thereafter, but will be paid only if, as, and when

declared by Trustmark’s Board of Directors. The Senior Preferred stock has no maturity date and ranks senior to the
common stock with respect to the payment of dividends and distributions and amounts payable upon liquidation,

dissolution and winding up of Trustmark. The Senior Preferred stock is nonvoting, except in the event of a default in

the payment of dividends for an aggregate of six or more quarters. The Senior Preferred stock constitutes Tier 1

capital for Trustmark.

Trustmark may redeem the Senior Preferred stock at par. Based upon recent legislation, it is not necessary for
Trustmark to replace the Senior Preferred stock with Tier 1 (or other) capital as a condition to redemption. Any
redemption is, however, subject to the consent of the U.S. Treasury, the Federal Reserve and the OCC.

The Senior Preferred stock and the Warrant were issued in a private placement exempt from registration pursuant to
Section 4(2) of the Securities Act of 1933. Trustmark registered the resale of the Senior Preferred stock, the Warrant,
and the issuance of shares of common stock upon exercise of the Warrant (the “Warrant Shares”) on December 12,
2008, in an automatic shelf registration statement filed with the U.S. Securities and Exchange Commission. Neither
the Senior Preferred stock nor the Warrant are subject to any contractual restrictions on transfer, except that the U.S.
Treasury may only transfer and/or exercise the Warrant with respect to an aggregate of one-half of the Warrant Shares
prior to the earlier of (i) the date on which Trustmark has received aggregate gross proceeds of not less than $215.0
million from one or more Qualified Equity Offerings (as defined below) and (ii) December 31, 2009.

The Securities Purchase Agreement pursuant to which the U.S. Treasury purchased the Senior Preferred stock and the
Warrant defines a “Qualified Equity Offering” as the sale and issuance for cash by Trustmark, to persons other than
Trustmark or any Trustmark subsidiary, of shares of perpetual preferred stock, common stock or any combination of
such stock, that, in each case, qualify as and may be included in Tier 1 capital of Trustmark at the time of issuance
under the applicable risk-based capital guidelines of Trustmark’s Federal banking regulator.

The Warrant has been exercisable since November 21, 2008, its date of issuance. In the event Trustmark completes
one or more Qualified Equity Offerings on or prior to December 31, 2009 that result in Trustmark receiving aggregate
gross proceeds of not less than $215.0 million, the number of the shares of common stock underlying the portion of
the Warrant then held by the U.S. Treasury will be reduced by a number of shares equal to the product of (i) the
number of shares of common stock initially covered by the Warrant (taking into account any adjustments pursuant to
the terms of the Warrant), and (ii) 0.5.

Copies of the Securities Purchase Agreement, the Warrant, the Certificate of Designations for the Senior Preferred
stock and the form of Senior Preferred stock certificate are included as exhibits to this report. The foregoing summary
of these documents is qualified in its entirety by reference thereto.

Use of Capital

The TARP CPP funds have not been segregated from Trustmark’s other funds, and thus those funds cannot be directly
traced through Trustmark’s balance sheet.

Based on analysis of the market conditions at the time of issuance, Trustmark determined that the proceeds of the U.S.
Treasury investment in its Senior Preferred stock initially would be best deployed in U.S. Government Agency
mortgage-backed securities (MBS) until loan demand improved. Trustmark retained $10 million of the proceeds to
provide for the 2009 dividend payments on the Senior Preferred stock and invested the remaining $205 million in
TNB. In turn, TNB invested the $205 million of the proceeds, along with other funds obtained to leverage the TARP
CPP investment, in MBS, pending deployment in more permanent uses. With these investments, Trustmark provided

41



Edgar Filing: TRUSTMARK CORP - Form 10-K/A

incremental liquidity to the residential mortgage markets and at the same time obtained products that generate cash
flow. Trustmark is holding the MBS assets on its balance sheet as available for sale. Trustmark intends to utilize its
cash flows, including those derived from its MBS investments and the proceeds of any sale or disposition of its MBS
investments, to fund commercial and residential loans that meet Trustmark’s long-standing prudent lending standards
as the demand for high-quality loans rises in the markets it serves, as well as to advance foreclosure mitigation efforts
and otherwise support its business.
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Trustmark is committed to making credit available to the markets it serves and fulfilling the needs of its
customers. To insure that all lending growth opportunities were addressed, Trustmark restructured its Senior Loan
Committee to form two new committees, composed of senior and executive management: the Commercial Loan
Committee and the Real Estate Loan Committee. Additionally, senior executives were placed in lending roles
specializing in particular loan products to address the needs of existing and prospective clients. In certain sectors,
such as commercial lending, loan demand has diminished consistent with the overall economy as customers have
taken a conservative direction and postponed investments. Conversely, residential mortgage activity increased in
December 2008 and into the first fiscal quarter of 2009 in response to favorable interest rates and new Government
Agency programs; nearly three quarters of this activity was in the form of refinancings, with the balance consisting of
new purchases. While the TARP CPP funds have not been segregated, and this increased lending is not directly
traceable in a dollar-for-dollar manner to the TARP CPP, the strengthening of Trustmark’s balance sheet by the TARP
CPP investment has directly facilitated increased lending activity.

In addition, Trustmark has initiated programs and dedicated additional resources and staff to seek to mitigate
foreclosure of primary residences on borrowers that are subject to adverse financial conditions in the current economic
environment. Loss mitigation counselors and additional support staff have been added to accommodate loss
mitigation activity. Trustmark has utilized personnel in its collections department and has conducted regular training
of its personnel on foreclosure mitigation in order to respond to this need. In some cases, Trustmark may make
special payment arrangements with such borrowers. Likewise, Trustmark is following the Fannie Mae, Freddie Mac
and GNMA guidelines for foreclosure moratoriums in its portfolio of loans serviced for others.

Loan modifications made to date have mostly occurred on loans serviced for outside investors. To date, there have
been comparatively less need for, or use of, available loan modification programs on Trustmark’s primary residence
mortgage portfolio. This is a function of Trustmark’s preference for shorter average loan terms and the aging of its
portfolio, as well as adherence to its prudent lending standards. However, Trustmark is preparing for a potential
increase in demand for loan modification on internal loans covering primary residences, and intends to carry out
specific programs as needed. As for new loan originations, Trustmark follows, in substantially all situations, the
underwriting standards of the government agencies. As those agencies have revised standards on new originations, so
has Trustmark.

Effects of TARP CPP Participation

Pursuant to the terms of the Securities Purchase Agreement, Trustmark registered for resale the Senior Preferred stock,
the Warrant to purchase 1,647,931 shares of its common stock and the shares of common stock underlying the
Warrant, in an automatic shelf registration statement filed with the Securities and Exchange Commission on
December 12, 2008. Pursuant to the terms of the Securities Purchase Agreement, prior to November 21, 2011, unless
Trustmark has redeemed the Senior Preferred stock or the U.S. Treasury has transferred the Senior Preferred stock to a
third party, Trustmark may not, without the consent of the U.S. Treasury, (i) declare or pay any dividend or make any
distribution on its common stock (other than regular quarterly cash dividends of not more than $0.23 per share of
common stock) or (ii) redeem, purchase or acquire any shares of its common stock or other equity or capital securities,
other than in connection with benefit plans consistent with past practice and certain other limited circumstances
specified in the Securities Purchase Agreement.
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The Warrant is immediately exercisable, and if exercised, Trustmark’s common shareholders, would be diluted by the
issuance of up to 1,647,931 additional shares of common stock.

The Certificate of Designations of the Senior Preferred provides that, in the event Trustmark defaults on the payment

of dividends due on the Senior Preferred for an aggregate of six quarters or more, the Board of Directors of Trustmark

shall be automatically increased by two positions, and the holders of the Senior Preferred shall have the right to elect

two directors to fill those positions. There was no need for Trustmark to amend its bylaws to increase the maximum

size of the board of directors in order to be able to accommodate an election of those two directors. However,

Trustmark’s bylaws were amended, effective November 21, 2008, to permit the expansion of the board of directors
under such circumstances by means of an automatic process, consistent with the provisions of the Certificate of

Designations of the Senior Preferred. Trustmark did not have any other senior class of securities outstanding at the

time it entered into the Securities Purchase Agreement.

With respect to Trustmark’s day-to-day operations, participation in the TARP CPP has heightened the focus on
originating new loans that meet TNB’s prudent lending standards. In addition, Trustmark is following the Fannie Mae,
Freddie Mac and GNMA guidelines for foreclosure moratoriums in TNB’s portfolio of loans serviced for others.

Participation in the TARP CPP strengthened Trustmark’s capital ratios. For example, at September 30, 2008 (prior to
the TARP CPP transaction), TNB’s ratios of Total Capital to Risk Weighted Assets, Tier 1 Capital to Risk Weighted
Assets and Tier 1 Capital to Average Assets were 11.50%, 9.61% and 7.93%, respectively, and at December 31, 2008
(following the November 21, 2008 TARP CPP transaction) TNB’s ratios of Total Capital to Risk Weighted Assets,
Tier 1 Capital to Risk Weighted Assets and Tier 1 Capital to Average Assets were 14.52%, 12.63% and 10.13%,
respectively. However, it should be noted that, prior to Trustmark’s participation in the TARP CPP, both it and TNB
were well-capitalized. At September 30, 2008, each of TNB’s ratios of Total Capital to Risk Weighted Assets, Tier 1
Capital to Risk Weighted Assets and Tier 1 Capital to Average Assets exceeded the respective ratios of 10.00%,
6.00% and 5.00%, which are the minimum ratios of regulatory capital required to be well-capitalized. Furthermore,
Trustmark estimates that had it not participated in the TARP CPP, its ratios of Total Capital to Risk Weighted Assets,
Tier 1 Capital to Risk Weighted Assets and Tier 1 Capital to Average Assets at December 31, 2008 would have been
11.98%, 10.04% and 8.04%, respectively.

Trustmark’s participation in the TARP CPP has affected the income available to common shareholders in two ways:
(1) Trustmark agreed in the Securities Purchase Agreement to not pay any dividend on the common stock prior to
November 21, 2011 other than regular quarterly cash dividends of not more than $0.23 per share of common stock,
and (2) the dividend payments which are due on the Senior Preferred have the effect of reducing the net income
otherwise available to the common stockholders. The terms of the Stock Purchase Agreement prohibit repurchases of
common stock (although there was no intent, at the time of the issuance of the Preferred Stock, for Trustmark to buy
back or otherwise repurchase any of its common stock).

Trustmark has complied and will continue to comply with the executive compensation and corporate governance
requirements of each of (i) the Emergency Economic Stabilization Act (EESA) of 2008, (ii) the Treasury Department
guidance thereunder issued on October 20, 2008, (iii) the American Recovery and Reinvestment Act of 2009 (ARRA),
which was signed into law on February 17, 2009 and (iv) any subsequent legislation, regulations or guidance for so
long as the Senior Preferred stock or any other security acquired under the Securities Purchase Agreement is held by
the U.S. Treasury.
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On November 11, 2008, Trustmark’s Board of Directors approved a resolution to adopt an omnibus amendment to all
compensation plans. This amendment, which conforms all of Trustmark’s benefit plans to the EESA and which
applies to any senior executive officer (SEO) thereunder, includes the following:

o Clawback Provision
o Golden Parachute Limitation
o Signed Consent by all SEOs

As required by the EESA and ARRA, Trustmark will further limit the Section 162(m) tax deduction for executive
compensation to $500,000 per year for any SEO for so long as the Senior Preferred stock or any other security
acquired under the Securities Purchase Agreement is held by the U.S. Treasury.

An executive compensation risk assessment was performed by Trustmark’s senior risk officers within 90 days of
Treasury’s purchase of the Senior Preferred stock and the Warrant. Based on the materials reviewed and discussions
with subject matter experts, Trustmark’s senior risk officers concluded that the executive compensation and incentive
program as then in effect did not encourage the SEOs to take unnecessary and excessive risks. The findings of this

risk assessment were presented to the Human Resources Committee of Trustmark’s Board of Directors on January 14,
2009. The final Executive Compensation Risk Assessment Conclusion Memorandum was provided to this committee

on February 18, 2009. A certification statement has been included within the Human Resources Committee Report of

the Trustmark 2009 Proxy Statement. This risk assessment process will occur each year in which the Senior Preferred

stock or any other security acquired under the Securities Purchase Agreement is held by the U.S. Treasury. In

addition, the Human Resources Committee, which is composed entirely of independent directors, will discuss

Trustmark’s compensation arrangements in light of such a risk assessment at least semi-annually for so long as the
Senior Preferred stock or any other security acquired under the Securities Purchase Agreement is held by the U.S.

Treasury.

Trustmark’s 2009 Proxy Statement permitted a nonbinding shareholder vote to provide advisory approval of the
compensation of Trustmark’s executives.

CRITICAL ACCOUNTING POLICIES

Trustmark’s consolidated financial statements are prepared in accordance with U.S. generally accepted accounting
principles and follow general practices within the financial services industry. Application of these accounting
principles requires management to make estimates, assumptions and judgments that affect the amounts reported in the
consolidated financial statements and accompanying notes. These estimates, assumptions and judgments are based on
information available as of the date of the consolidated financial statements; accordingly, as this information changes,
actual financial results could differ from those estimates.

Certain policies inherently have a greater reliance on the use of estimates, assumptions and judgments and, as such,
have a greater possibility of producing results that could be materially different than originally reported. These

critical accounting policies are described in detail below.

For additional information regarding the accounting policies discussed below, please see the notes to Trustmark’s
Consolidated Financial Statements set forth in Item 8 — Financial Statements and Supplementary Data.

Allowance for Loan Losses

The allowance for loan losses is established through provisions for estimated loan losses charged against net
income. The allowance for loan losses is maintained at a level believed adequate by management, based on estimated
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probable losses within the existing loan portfolio. Each such evaluation is inherently subjective, as it requires a range
of estimates, assumptions and judgments as to the facts and circumstances of the particular situation, including the

amounts and timings of future cash flows expected to be received on impaired loans that may be susceptible to
significant change.
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Trustmark’s allowance for probable loan loss methodology is based on guidance provided in SEC Staff Accounting
Bulletin (SAB) No. 102, “Selected Loan Loss Allowance Methodology and Documentation Issues,” as well as on other
regulatory guidance. The allowance for loan losses consists of three elements: (i) specific valuation allowances
determined in accordance with Statement of Financial Accounting Standards (SFAS) No. 114, “Accounting by
Creditors for Impairment of a Loan,” based on probable losses on specific loans; (ii) historical valuation allowances
determined in accordance with SFAS No. 5, “Accounting for Contingencies,” based on historical loan loss experience
for similar loans with similar characteristics and trends; and (iii) qualitative risk valuation allowances determined in
accordance with SFAS No. 5 based on general economic conditions and other qualitative risk factors, both internal
and external, to Trustmark. Each of these elements calls for estimates, assumptions and judgments, as described
below.

Loans-Specific Valuation Allowances

Valuation allowances for probable losses on specific commercial loans are based on an ongoing analysis and

evaluation of classified loans. Loans are classified based on Trustmark’s internal credit risk grading process that
evaluates, among other things: (i) the obligor’s ability and willingness to repay; (ii) the value of any underlying
collateral; (iii) the ability of any guarantor to perform its payment obligation, and (iv) the economic environment and

industry in which the borrower operates. Once a loan is classified, it is subject to periodic review to determine

whether or not the loan is impaired. If determined to be impaired, the loan is evaluated using one of the valuation

criteria permitted under SFAS No. 114. The amount of impairment, if any, becomes a specific allocated portion of the

allowance for loan losses and segregated from any pool of loans. Specific valuation allowances are determined based

upon analysis of the factors identified above, among other things. If, after review, a specific valuation allowance is

not assigned to the loan and the loan is not considered to be impaired, the loan remains with a pool of similar

risk-rated loans that is assigned a valuation allowance appropriate for non-impaired classified loans, based on

Trustmark’s internal loan grading system.

Historical Valuation Allowances

Historical valuation allowances are calculated for pools of loans based on the historical loss experience of specific
types of loans and Trustmark’s internal loan grading system. Trustmark calculates historical loss ratios for pools of
loans with similar characteristics based on the proportion of actual charge-offs experienced to the total population of
loans in the pool. The historical loss ratios are periodically updated based on subsequent charge-off experience. A
historical valuation allowance is established for each pool of similar loans based upon the product of the historical loss
ratio and the total dollar amount of the loans in the pool. Trustmark’s pools of similar loans include consumer loans
and 1-4 family residential mortgages.

General Valuation Allowances

These allowances are based on general economic conditions and other qualitative factors, both internal and external to
the bank. These allowances are determined by evaluating a range of potential factors, which may include one or more
of the following: (i) the experience, ability and effectiveness of the bank’s lending management and staff assigned to
the loan; (ii) adherence to Trustmark’s loan policies, procedures and internal controls; (iii) changes in the value of
underlying collateral; (iv) the impact on portfolio risk in a rising interest rate environment; (v) timeliness of risk
ratings changes; (vi) national and regional economic trends and conditions; (vii) consumer bankruptcy trends; (viii)
concentrations of commercial and consumer credits in Trustmark’s loan portfolio; (ix) commercial real estate vacancy
trends by region; (x) collateral, financial and underwriting exception trends by region and (xi) the impact of recent
significant natural disasters or catastrophes.

47



Edgar Filing: TRUSTMARK CORP - Form 10-K/A

Management evaluates the degree of risk that these components have on the quality of the loan portfolio not less
frequently than quarterly. The results are then input into a “qualitative factor allocation matrix” to determine an
appropriate qualitative risk allowance.
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A significant shift in one or more factors identified above could result in a material change to Trustmark’s allowance
for loan losses. For example, if there were changes in one or more of these estimates, assumptions or judgments as
they relate to a portfolio of commercial loans, Trustmark could find that it needs to increase the level of future
provisions for possible loan losses in respect of that portfolio. Additionally, credit deterioration of specific borrowers
due to changes in these factors could cause the risk rating of those borrowers’ commercial loans on Trustmark’s internal
loan grading system to shift to a more severe risk rating. As a result, Trustmark could find that it needs to increase the
level of future provisions for possible loan losses in respect of these loans. Given the interdependent and highly
factual nature of many of these estimates, assumptions and judgments, it is not possible to provide meaningful
quantitative estimates of the impact of any such potential shifts.

Mortgage Servicing Rights

Trustmark recognizes as an asset the rights to service mortgage loans for others (mortgage servicing rights, or MSR)
with respect to loans originated by Trustmark or acquired through its wholesale network. Trustmark carries MSR on
its balance sheet at fair value.

At the end of each quarter, Trustmark determines the fair value of MSR using a valuation model that calculates the
present value of estimated future net servicing income. The model incorporates assumptions that market participants
use in estimating future net servicing income, including estimates of prepayment speeds, discount rate, default rates,
cost to service (including delinquency and foreclosure costs), escrow account earnings, contractual servicing fee
income, ancillary income and late fees.

To reduce the sensitivity of earnings to interest rate fluctuations, Trustmark utilizes derivative instruments such as
interest rate futures contracts and exchange-traded options to achieve a return that is intended to substantially offset
the changes in the fair value of MSR attributable to interest rates, depending on the amount of MSR
hedged. Trustmark may choose not to fully hedge the MSR, partly because origination volume tends to act as a
natural hedge. For example, as interest rates decline, the fair value of MSR generally decreases and fees from new
originations tend to increase. Conversely, as interest rates increase, the fair value of the MSR generally increases,
while fees from new originations tend to decline.

Trustmark utilizes a dynamic and sophisticated model, administered by a third party expert, to estimate the fair value
of its MSR. Management reviews all significant assumptions quarterly. Mortgage loan prepayment speed -- a key
assumption in the model -- is the annual rate at which borrowers are forecasted to repay their mortgage loan
principal. The discount rate used to determine the present value of estimated future net servicing income -- another
key assumption in the model -- is an estimate of the required rate of return investors in the market would require for
an asset with similar risk. Both assumptions can, and generally will, change as market conditions and interest rates
change.

By way of example, an increase in either the prepayment speed or discount rate assumption will result in a decrease in
the fair value of the MSR, while a decrease in either assumption will result in an increase in the fair value of the
MSR. In recent years, there have been significant market-driven fluctuations in loan prepayment speeds and discount
rates. These fluctuations can be rapid and may continue to be significant. Therefore, estimating prepayment speed
and/or discount rates within ranges that market participants would use in determining the fair value of MSR requires
significant management judgment.

At December 31, 2008, MSR fair value was approximately $42.9 million. The impact on MSR fair value at that date
of a 10% adverse change in prepayment speed or a 100 basis point increase in discount rate would be a decline in fair
value of approximately $3.2 million and $1.0 million, respectively. Changes of equal magnitude in the opposite
direction would produce increases in fair value in the same respective amounts.
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Goodwill and Identifiable Intangible Assets

Trustmark records all assets and liabilities acquired in purchase acquisitions, including goodwill and other intangible
assets, at fair value as required by SFAS No. 141, “Business Combinations.” Trustmark’s goodwill, which totaled
$291.1 million at December 31, 2008, is not amortized but is subject to annual tests for impairment or more often if
events or circumstances indicate it may be impaired. Trustmark’s identifiable intangible assets, which totaled $23.8
million at December 31, 2008, are amortized over their estimated useful lives and are subject to impairment tests if
events or circumstances indicate a possible inability to realize the carrying amount.

The initial recording and subsequent impairment testing of goodwill requires subjective judgments concerning
estimates of the fair value of the acquired assets. The goodwill impairment test is performed in two phases. The first
step compares the fair value of the reporting unit with its carrying amount, including goodwill. If the fair value of the
reporting unit exceeds its carrying amount, goodwill of the reporting unit is considered not impaired; however, if the
carrying amount of the reporting unit exceeds its fair value, an additional procedure must be performed. That
additional procedure, or a second step, compares the implied fair value of the reporting unit’s goodwill with the
carrying amount of that goodwill. An impairment loss is recorded to the extent that the carrying amount of goodwill
exceeds its implied fair value. Trustmark performed an annual impairment test of goodwill as of October 1, 2008,
2007 and 2006, respectively, which indicated that no impairment charge was required. At December 31, 2008,
Trustmark performed an additional impairment analysis due to recent changes in market conditions for the financial
services industry and concluded that no impairment charge was required. Significant changes in future profitability
and value of our reporting units could affect Trustmark’s impairment evaluation.

The carrying amount of Trustmark’s identifiable intangible assets subject to amortization is not recoverable if it
exceeds the sum of the undiscounted cash flows expected to result from the use and eventual disposition. That
assessment shall be based on the carrying amount of the intangible assets subject to amortization at the date it is tested
for recoverability. Intangible assets subject to amortization shall be tested for recoverability whenever events or
changes in circumstances indicate that its carrying amount may not be recoverable.

Fair value may be determined using market prices, comparison to similar assets, market multiples and other
determinants. Factors that may significantly affect the estimates include, among others, competitive forces, customer
behavior and attrition, changes in revenue growth trends and specific industry or market sector conditions. Other key
judgments in accounting for intangibles include determining the useful life of the particular asset and classifying
assets as either goodwill (which does not require amortization) or identifiable intangible assets (which does require
amortization).

For a description of the results of Trustmark’s goodwill impairment testing for 2008, see Note 9 in Item 8 — Financial
Statements and Supplementary Data.

Defined Benefit Plans

Trustmark’s plan assets, projected benefit liabilities and pension cost are determined utilizing actuarially-determined
present value calculations. The valuation of the projected benefit obligation and net periodic pension expense for

Trustmark’s plans (Capital Accumulation Plan and Supplemental Retirement Plan) requires management (with the
assistance of third-party actuaries) to make estimates regarding the amount and timing of expected cash

outflows. Several variables affect these calculations, including (i) size and characteristics of the associate population,

(ii) discount rate, (iii) expected long-term rate of return on plan assets and (iv) recognition of actual returns on plan

assets. Below is a brief description of these variables and the effect they have on pension cost.
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Population and Characteristics of Associates. Pension cost is directly related to the number of associates covered by
the plan and characteristics such as salary, age, years of service and benefit terms. Effective January 1, 2007,
Trustmark’s Capital Accumulation Plan (its defined benefit pension plan) was frozen to new associates. At
December 31, 2008, the pension plan census totaled 3,099 associates.
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eDiscount Rate. The discount rate utilized in determining the present value of the future benefit obligation is
currently 6.00%. The discount rate for each plan is determined by matching the expected cash flows of each plan to
a yield curve based on long term, high quality fixed income debt instruments available as of the measurement date
(for the 2008 fiscal year the measurement date was December 31, 2008). The discount rate is reset annually on the
measurement date to reflect current economic conditions.

If Trustmark assumes a 1.00% increase or decrease in the discount rate for Trustmark’s defined benefit plans and kept
all other assumptions constant, the benefit cost associated with these plans would decrease or increase by
approximately $0.80 million and $0.92 million, respectively.

eExpected Long-Term Rate of Return on Plan Assets. Based on historical experience and market projection of the
target asset allocation set forth in the investment policy for the Capital Accumulation Plan, the current pre-tax
expected rate of return on the plan assets is 8%. This expected rate of return is dependent upon the asset allocation
decisions made with respect to plan assets.

Annual differences, if any, between expected and actual return are included in the unrecognized net actuarial gain or
loss amount. Trustmark generally amortizes any cumulative unrecognized net actuarial gain or loss in excess of 10%
of the greater of the projected benefit obligation or the fair value of the plan assets.

If Trustmark assumes a 1.00% increase or decrease in the expected long-term rate of return for the Capital
Accumulation Plan, holding all other actuarial assumptions constant, the pension cost would decrease or increase by
approximately $0.70 million.

eRecognition of Actual Asset Returns. Trustmark utilizes the provision of SFAS No. 87, which allow for the use of
asset values that smoothes investment gains and losses over a period of up to five years. This could partially
mitigate the impact of short-term gains or losses on reported net income.

e Other Actuarial Assumptions. To estimate the projected benefit obligation, actuarial assumptions are required to be
made by management, including mortality rate, retirement rate, disability rate and the rate of compensation
increases. These factors do not change significantly over time, so the range of assumptions and their impact on net
periodic pension expense is generally limited.

Contingent Liabilities

Trustmark estimates contingent liabilities based on management’s evaluation of the probability of outcomes and their
ability to estimate the range of exposure. As stated in SFAS No. 5, a liability is contingent if the amount is not

presently known but may become known in the future as a result of the occurrence of some uncertain future

event. Accounting standards require that a liability be recorded if management determines that it is probable that a

loss has occurred, and the loss can be reasonably estimated. In addition, it must be probable that the loss will be

confirmed by some future event. As part of the estimation process, management is required to make assumptions

about matters that are, by their nature, highly uncertain. The assessment of contingent liabilities, including legal

contingencies and income tax liabilities, involves the use of critical estimates, assumptions and

judgments. Management’s estimates are based on their belief that future events will validate the current assumptions
regarding the ultimate outcome of these exposures. However, there can be no assurance that future events, such as

court decisions or Internal Revenue Service positions, will not differ from management’s assessments. Whenever
practicable, management consults with outside experts (attorneys, consultants, claims administrators, etc.) to assist

with the gathering and evaluation of information related to contingent liabilities.
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FINANCIAL HIGHLIGHTS

Net income available for common shareholders totaled $91.1 million for the year ended December 31, 2008,
compared with $108.6 million for 2007 and $119.3 million for 2006. For 2008, Trustmark’s basic earnings per
common share were $1.59 compared with $1.88 for 2007 and $2.11 for 2006. Diluted earnings per common share
were $1.59 for 2008 compared with $1.88 for 2007 and $2.09 for 2006. At December 31, 2008, Trustmark reported
gross loans, including loans held for sale, of $6.961 billion, total assets of $9.791 billion, total deposits of $6.824
billion and total shareholders’ equity of $1.178 billion. Trustmark’s financial performance for 2008 resulted in a return
on average tangible common shareholders’ equity of 14.88%, a return on common equity of 9.62% and a return on
assets of 1.01%. These compared with 2007 ratios of 19.17% for return on average tangible common shareholders’
equity, 12.02% for return on common equity and 1.23% for return on assets, while in 2006 the return on average
tangible common shareholders’ equity was 20.78%, the return on common equity was 14.89% and the return on assets
was 1.42%.

Net income for 2008 was impacted by several significant items which occurred during the period. The predominant
factor influencing net income during 2008 was Trustmark’s provision for loan losses which totaled $76.4 million
during 2008, an increase of $52.6 million when compared with 2007. This increase is primarily attributable to credit
deterioration in Trustmark’s Florida market where, after a decade of growth, the economy has declined as a result of
the overbuilding of residential real estate. Other factors influencing net income during 2008 included an increase of
$18.4 million in net interest income, an increase of $14.8 million in noninterest income and an increase of $7.3 million
in noninterest expenses. The increase in noninterest income includes an after-tax gain of $3.3 million resulting from
the sale of MasterCard shares as well as after-tax gain of $936 thousand resulting from the Visa initial public
offering. The impact of the MasterCard and Visa transactions increased net income by $4.2 million, or $0.07 per
common share. For further information regarding significant nonrecurring transactions, please see the accompanying
table.

In the fiscal year ended December 31, 2008, the economic recession and the related crisis in the credit and real estate
markets had a negative effect on Trustmark’s business. Trustmark’s 2008 provision for loan losses totaled $76.4
million, an increase of $52.6 million when compared to 2007 while, total charge-offs increased to $71.8 million
during 2008, compared to $26.8 million for 2007. Total nonperforming assets were $152.6 million at December 31,
2008, an increase of $79.1 million compared to December 31, 2007. In addition, the percentage of loans which are 30
days or more past due and nonaccrual loans rose in 2008 to 3.20%, from 2.37% in 2007. These measures are
predominantly attributable to economic difficulties in the Florida Panhandle market. Over the course of the past five
fiscal years, as set forth in the table below, loans 30 days or more past due and nonaccruals have gradually increased
in 2007 and 2008, moving upwards from the lower level that was measured for the three fiscal years ended December
31, 2006.

Percentage of Loans 30+ days past due and nonaccrual loans

12/31/2008 12/31/2007 12/31/2006 12/31/2005 12/31/2004
3.20% 2.37% 1.35% 1.93% 1.14%

The increase in Trustmark’s levels of loans past due is primarily the result of its exposure to the residential real estate
market in the Florida Panhandle. The levels of loans past due in Trustmark’s non-Florida markets have not
experienced similar increases.

An acceleration or significantly extended deterioration in loan performance and default levels, a significant increase in
foreclosure activity, a material decline in the value of Trustmark’s assets (including loans and investment securities), or
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any combination of more than one of these trends could have a material adverse effect on Trustmark’s financial
condition or results of operations.
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Earnings during 2007 included an accrual for expenses due to the Visa antitrust litigation and correction of an error for
an under accrual of interest income for prior years related to loan fees. Collectively, these two items increased net
income in 2007 by $1.1 million, or $0.02 per common share. In addition, during 2007 Trustmark also released
allowance for loan losses and other reserves related to Hurricane Katrina totaling $1.0 million on a pretax basis which
resulted in an increase in net income of $0.7 million, or $0.01 per common share. This is compared with an increase
to net income of $5.7 million, or $0.10 per common share, resulting from Katrina adjustments during 2006.

Significant Nonrecurring Transactions

Management is presenting adjustments to net income as reported in accordance with generally accepted accounting
principles resulting from significant items occurring during the periods presented. Management believes this
information will help users compare Trustmark’s current results to those of prior periods as presented in the
accompanying table ($ in thousands):

Years Ended December 31,
2008 2007 2006
Amount Basic EPS Amount Basic EPS Amount Basic EPS

Net Income available to

common shareholders $ 91,064 $ 1.589 $ 108,595 $ 1.882 $ 119,273 $ 2.106

Adjustments (net of taxes):

MasterCard Class A Common (3,308) (0.058) - - - -

Visa Litigation Contingency (936) (0.016) 494 0.009 - -

Hurricane Katrina - - (665) (0.012) (5,688) (0.100)

Correction of Accounting Error - - (1,623) (0.028) - -
(4,244) (0.074) (1,794) (0.031) (5,688) (0.100)

Net Income adjusted for
specific items (Non-GAAP) $ 86,820 $ 1.515 $ 106,801 $ 1.851 $ 113,585 $ 2.006

MasterCard Class A Common

During the second quarter of 2008, MasterCard offered Class B shareholders the right to convert their stock into
marketable Class A shares. Trustmark exercised its right to convert its shares and sold them through a liquidation
program. The conversion and sale resulted in an after-tax gain of $3.3 million.

Visa Litigation Contingency

In the first quarter of 2008, Trustmark recognized an after-tax gain of $936 thousand resulting from the Visa initial

public offering. This gain more than offsets an after-tax accrual of $494 thousand that Trustmark recorded in the

fourth quarter of 2007 for the Visa litigation contingency relating to the Visa USA Inc. antitrust lawsuit settlement

with American Express and other pending Visa litigation (reflecting Trustmark’s share as a Visa member). At
December 31, 2008, Trustmark had increased its contingent obligation for the Visa litigation to $1.0 million as a result

of the settlement with Discover Financial Services.
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Hurricane Katrina

In the third quarter of 2005, immediately following the aftermath of Hurricane Katrina, Trustmark estimated possible

pre-tax losses resulting from this storm of $11.7 million. Since 2005, Trustmark has continually reevaluated its

estimates for probable losses resulting from Hurricane Katrina. Accordingly, during 2006, Trustmark released

allowance for loan losses and recovered mortgage related charges specifically associated with Hurricane Katrina

accruals totaling $9.2 million, resulting in an increase to Trustmark’s net income of $5.7 million, or $0.10 per
share. During 2007, Trustmark reduced its allowance for loan losses by $0.6 million and other reserves by $0.4

million on a pretax basis resulting in an increase to Trustmark’s net income of $0.7 million, or $0.01 per share. At
December 31, 2008, the allowance for loan losses included $319 thousand related to possible Hurricane Katrina

losses.

Correction of Accounting Error

Trustmark’s consolidated financial statements for the fourth quarter of 2007 included a pre-tax benefit of $3.2 million
for the correction of an error relating to the amortization of deferred loan fees, which is included in interest income on

loans. Of this amount, $2.6 million arose in prior periods, while $593 thousand was incurred over the first three

quarters of 2007. Trustmark’s Management as well as the Audit and Finance Committee of the Board of Directors
have reviewed this accounting error utilizing SEC SAB Nos. 99 and 108 and believe the impact of this error was not

material to 2007 or prior period consolidated financial statements.

Government Programs

During the fourth quarter of 2008, Trustmark participated in two government programs. The first was the TARP CPP
sponsored by the Treasury Department, and the second was the TAF sponsored by the Federal Reserve Bank of New
York.

To maintain its strong liquidity position, and to access a more attractive source of funding than the Federal Home

Loan Bank, Trustmark bid on and received $200.0 million in TAF loans in December 2008. These borrowings are

collateralized by assets pledged to the Discount Window at the Federal Reserve Bank of Atlanta. Trustmark does not

typically utilize the primary borrowing facility at the Discount Window, so the TAF program allowed Trustmark to

borrow $200.0 million at attractive interest rates using some of the collateral normally pledged for contingency

funding. Trustmark’s collateral value at the Discount Window at December 31, 2008 was $924.3 million before
deducting its TAF borrowings.

RESULTS OF OPERATIONS
Net Interest Income

Net interest income is the principal component of Trustmark’s income stream and represents the difference, or spread,
between interest and fee income generated from earning assets and the interest expense paid on deposits and borrowed
funds. Fluctuations in interest rates, as well as volume and mix changes in earning assets and interest-bearing
liabilities, can materially impact net interest income. The net interest margin (NIM) is computed by dividing fully
taxable equivalent net interest income by average interest-earning assets and measures how effectively Trustmark
utilizes its interest-earning assets in relationship to the interest cost of funding them. The accompanying Yield/Rate
Analysis Table shows the average balances for all assets and liabilities of Trustmark and the interest income or
expense associated with earning assets and interest-bearing liabilities. The yields and rates have been computed based
upon interest income and expense adjusted to a fully taxable equivalent (FTE) basis using a 35% federal marginal tax
rate for all periods shown. Nonaccruing loans have been included in the average loan balances, and interest collected
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prior to these loans having been placed on nonaccrual has been included in interest income. Loan fees included in
interest associated with the average loan balances are immaterial. As previously discussed, Trustmark acquired
Republic Bancshares of Texas, Inc., during the third quarter of 2006. Accordingly, the results of this acquisition have

been included in Trustmark’s average balance sheets and results of operations since the merger date of August 25,
2006.
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Net interest income-FTE for 2008 increased $20.6 million, or 6.7%, when compared with 2007. Trustmark expanded
its net interest margin while in a falling rate environment during 2008. This was accomplished through deposit
pricing discipline afforded to Trustmark due to a strong liquidity position, the purchase of fixed rate securities
throughout the year, and a widening in the spread between LIBOR (reflecting yields Trustmark received on
investment securities) and the Fed Funds rate (reflecting yields Trustmark paid on floating rate deposits) that has since
dissipated. The combination of these factors resulted in a NIM of 4.01% during 2008, a 10 basis point increase when
compared with 2007.

Average interest-earning assets for 2008 were $8.179 billion, compared with $7.878 billion for 2007, an increase of
$301.1 million. The increase was primarily due to an increase in average total securities during 2008, which increased
$185.1 million, or 20.4%, relative to 2007, as a result of management’s strategic focus in 2008 on increasing its
holding of certain investment securities. Also, average total loans increased $129.3 million in 2008 when compared to
2007. However, due to a decrease in interest rates during 2008, the yield on loans decreased 110 basis points when
compared to 2007. Recent securities purchases have provided higher yields when compared to previous periods
partially due to a slightly longer duration of the securities portfolio. During 2008, the overall yield on securities
increased by 35 basis points when compared to 2007. This improvement has helped to offset decreasing loan yields
seen during the periods discussed above. The combination of these factors resulted in a decline in interest
income-FTE of $57.6 million, or 10.5%, when 2008 is compared with 2007. The impact of these factors is also
illustrated by the yield on total earning assets decreasing from 6.98% in 2007 to 6.02% in 2008, a decrease of 96 basis
points.

Average interest-bearing liabilities for 2008 totaled $6.614 billion compared with $6.357 billion for 2007, an increase

of $257.4 million, or 4.0%. However, the mix of these liabilities has changed when these two years are

compared. Management’s strategy of disciplined deposit pricing resulted in a modest 1.3% increase in interest-bearing
deposits during 2008 while the combination of federal funds purchased, securities sold under repurchase agreements

and other borrowings increased by 22.4%. The impact of the change in liability mix, as well as lower interest rates,

resulted in a 133 basis point decrease in the overall yield on liabilities when 2008 is compared with 2007. As a result

of these factors, total interest expense for 2008 decreased $78.2 million, or 32.3%, when compared with 2007.

Net interest income-FTE for 2007 increased $17.1 million, or 5.9%, when compared with 2006. Trustmark has

achieved a higher yielding mix of earning assets when compared to the previous year with growth in higher yielding

loans being funded primarily by the maturities and calls of lower yielding investment securities. In addition, the

growth in core deposits helped reduce Trustmark’s utilization of higher costing wholesale funding products and
provided valuable liquidity for funding earning assets when 2007 is compared with 2006. The combination of these

factors resulted in a seven basis point increase in NIM to 3.91%, when 2007 is compared with 2006. During 2007,

Trustmark corrected an accounting error that arose in prior periods in its consolidated statements of income resulting

in a pretax benefit of $2.6 million. This error correction has been excluded from the accompanying Yield/Rate

Analysis table in interest on loans for 2007. Including this error correction in 2007, Trustmark’s yield on loans and
earning assets was 7.35% and 7.02%, respectively, while the net interest margin was 3.94%. For additional

discussion, see Market/Interest Rate Risk Management included later in Management’s Discussion and Analysis.

Average interest-earning assets for 2007 were $7.878 billion, compared with $7.560 billion for 2006, an increase of
$317.3 million. More importantly, the mix of average earning assets changed dramatically when comparing 2007 to
2006. During 2007, average total loans increased $596.2 million, or 9.5%, and average investment securities
decreased $292.2 million, or 24.4%, compared to 2006. During 2007, Management’s strategy was to reposition, in an
orderly manner, the investment securities portfolio to a size and nature that supports the primary objectives of
neutralizing earnings volatility from the effect of interest rate cycles while providing liquidity to fund higher yielding
loans or reduce Trustmark’s overall need for wholesale funding. This change in product mix resulted in an increase in
interest income-FTE of $57.3 million, or 11.6%, when 2007 is compared with 2006. This impact is illustrated by the
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yield on total earning assets increasing from 6.52% for 2006 to 6.98% for 2007, an increase of 46 basis points.
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Average interest-bearing liabilities for 2007 totaled $6.357 billion compared with $6.072 billion for 2006, an increase
of $284.3 million, or 4.7%. During 2007, a major change in the mix of interest-bearing liabilities was also
experienced. This change is illustrated by an increase in average interest-bearing deposits of $471.6 million, or 9.3%,
compared with a decrease of $278.6 million from wholesale funding sources such as federal funds purchased,
securities sold under repurchase agreements and FHLB advances. In addition, growth in Trustmark’s average
noninterest-bearing deposits of $38.0 million provided liquidity while helping to replace higher-cost wholesale
funding products. During 2007, Management made a concerted effort to promote funding from growth in core
deposits, rather than other higher-cost funding sources, in order to improve the net interest margin and, ultimately,
profitability. Growth in interest-bearing liabilities, coupled with an increase in the yield on these liabilities (48 basis
points), resulted in an increase in total interest expense for 2007 of $40.2 million, or 19.9%, when compared with
2006.
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Yield/Rate Analysis Table
($ in thousands)

2008

Average
Balance Interest
Assets
Interest-earning
assets:

Federal funds
sold and
securities
purchased
under reverse
repurchase
agreements

$23,422 $502

Yield/
Rate

2.14

Years Ended December 31,
2007
Average
Balance Interest
% $40,850 $2,147

2006
Yield/Average
Rate Balance Interest
5.26

Yield/
Rate
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