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Forward-Looking Statements

In this Quarterly Report on Form 10-Q, the term �Bancorp� refers to Cathay General Bancorp and the term �Bank� refers to Cathay Bank.  The terms
�Company,� �we,� �us,� and �our� refer to Bancorp and the Bank collectively.   The statements in this report include forward-looking statements within
the meaning of the applicable provisions of the Private Securities Litigation Reform Act of 1995 regarding management�s beliefs, projections,
and assumptions concerning future results and events.  These forward-looking statements may include, but are not limited to, such words as
�believes,� �expects,� �anticipates,� �intends,� �plans,� �estimates,� �may,� �will,� �should,� �could,� �predicts,� �potential,� �continue,� or the negative of such terms and
other comparable terminology or similar expressions.  Forward-looking statements are not guarantees.  They involve known and unknown risks,
uncertainties, and other factors that may cause the actual results, performance, or achievements of the Bancorp to be materially different from
any future results, performance, or achievements expressed or implied by such forward-looking statements. Such risks and uncertainties and
other factors include, but are not limited to adverse developments or conditions related to or arising from: 

� expansion into new market areas;
� acquisitions of other banks, if any;
� fluctuations in interest rates;
� demographic changes;
� earthquake or other natural disasters;
� competitive pressures;
� deterioration in asset or credit quality;
� changes in the availability of capital;
� legislative and regulatory developments;
� changes in business strategy, including the formation of a real estate investment trust;
� general economic or business conditions in California and other regions where the Bank has operations.

These and other factors are further described in the Company�s Annual Report on Form 10-K for the year ended December 31, 2005, its reports
and registration statement filed with the Securities and Exchange Commission (�SEC�) and other filings it makes in the future with the SEC from
time to time.  Actual results in any future period may also vary from the past results discussed in this report.  Given these risks and uncertainties,
we caution readers not to place undue reliance on any forward-looking statements, which speak as of the date of this report.  The Company has
no intention and undertakes no obligation to update any forward-looking statement or to publicly announce the results of any revision of any
forward-looking statement to reflect future developments or events. 

The Company�s filings with the SEC are available to the public from commercial document retrieval services and at the website maintained by
the SEC at http://www.sec.gov, or by requests directed to Cathay General Bancorp, 777 North Broadway, Los Angeles, California 90012, Attn:
Investor Relations (213) 625-4749.
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PART I � FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS (UNAUDITED).

CATHAY GENERAL BANCORP AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

March 31, 2006 December 31, 2005 % change

(In thousands, except share and per share data)
Assets
Cash and due from banks $ 118,908 $ 109,275 9
Securities available-for sale, at fair value (amortized cost of $1,360,187 at March 31, 2006 and
$1,240,308 at December 31, 2005) 1,325,516 1,217,438 9
Loans 5,005,052 4,647,815 8
Less:     Allowance for loan losses (61,727) (60,251) 2
Unamortized deferred loan fees, net (13,565) (12,733) 7

Loans, net 4,929,760 4,574,831 8
Federal Home Loan Bank stock 30,045 29,698 1
Other real estate owned, net 4,630 �  100
Affordable housing investments, net 78,599 80,211 (2)
Premises and equipment, net 29,971 30,290 (1)
Customers� liability on acceptances 16,690 16,153 3
Accrued interest receivable 26,369 24,767 6
Goodwill 239,527 239,527 �  
Other intangible assets, net 40,083 41,508 (3)
Other assets 41,116 33,805 22

Total assets $ 6,881,214 $ 6,397,503 8

Liabilities and Stockholders� Equity
Deposits
Non-interest-bearing demand deposits $ 691,883 $ 726,722 (5)
Interest-bearing deposits:
NOW deposits 241,126 240,885 0
Money market deposits 592,197 523,076 13
Savings deposits 347,575 364,793 (5)
Time deposits under $100,000 719,833 641,411 12
Time deposits of $100,000 or more 2,431,850 2,419,463 1

Total deposits 5,024,464 4,916,350 2

Federal funds purchased 60,000 119,000 (50)
Securities sold under agreement to repurchase 400,000 200,000 100
Advances from the Federal Home Loan Bank 410,000 215,000 91
Other borrowings from financial institutions 20,000 20,000 �  
Other borrowings for affordable housing investments 20,827 20,507 2
Junior subordinated notes 53,991 53,976 0
Acceptances outstanding 16,690 16,153 3
Minority interest in consolidated subsidiary 8,500 8,500 �  
Other liabilities 73,399 54,400 35

Total liabilities 6,087,871 5,623,886 8

Commitments and contingencies �  �  �  

Stockholders� Equity
Preferred stock, $0.01 par value; 10,000,000 shares authorized, none issued �  �  �  

517 516 0
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Common stock, $0.01 par value, 100,000,000 shares authorized, 51,660,272 issued and
50,281,910 outstanding at March 31, 2006 and 51,569,451 issued and 50,191,089 outstanding
at December 31, 2005
Additional paid-in-capital 401,867 416,685 (4)
Unearned compensation �  (18,564) (100)
Accumulated other comprehensive income (loss), net (20,093) (13,254) 52
Retained earnings 444,363 421,545 5
Treasury stock, at cost (1,378,362 shares at March 31, 2006 and at December 31, 2005) (33,311) (33,311) �  

Total stockholders� equity 793,343 773,617 3

Total liabilities and stockholders� equity $ 6,881,214 $ 6,397,503 8

See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements

4

Edgar Filing: CATHAY GENERAL BANCORP - Form 10-Q

6



CATHAY GENERAL BANCORP AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

(Unaudited)

Three months ended March 31,

2006 2005

(In thousands, except share and per share data)
INTEREST AND  DIVIDEND INCOME
Loan receivable, including loan fees $ 90,086 $ 61,254
Securities available-for-sale - taxable 13,146 17,932
Securities available-for-sale - nontaxable 722 983
Federal Home Loan Bank stock 348 300
Agency preferred stock 209 100
Federal funds sold and securities purchased under agreements to resell 28 22
Deposits with banks 67 77

Total interest and dividend income 104,606 80,668

INTEREST EXPENSE
Time deposits of $100,000 or more 21,438 10,190
Other deposits 9,893 6,868
Securities sold under agreements to repurchase 2,513 14
Advances from Federal Home Loan Bank 3,799 3,822
Junior subordinated notes 1,041 751
Short-term borrowings 781 259

Total interest expense 39,465 21,904

Net interest income before provision for loan losses 65,141 58,764
Provision for loan losses 1,500 1,000

Net interest income after provision for loan losses 63,641 57,764

NON-INTEREST INCOME
Securities (losses) gains, net (422) 377
Letters of credit commissions 1,069 1,035
Depository service fees 1,255 1,511
Gains on sale of premises and equipment �  958
Other operating income 3,173 2,132

Total non-interest income 5,075 6,013

NON-INTEREST EXPENSE
Salaries and employee benefits 14,040 12,421
Occupancy expense 2,080 2,009
Computer and equipment expense 1,610 1,749
Professional services expense 1,641 1,520
FDIC and State assessments 249 252
Marketing expense 695 461
Other real estate owned expense (income) 85 (104)
Operations of affordable housing investments 1,299 1,019
Amortization of core deposit intangibles 1,401 1,742
Other operating expense 2,226 1,774

Total non-interest expense 25,326 22,843

Income before income tax expense 43,390 40,934
Income tax expense 16,054 15,974
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Net income 27,336 24,960

Other comprehensive loss, net of tax
Unrealized holding losses arising during the period (6,864) (13,060)
Unrealized losses on cash flow hedge derivatives �  (120)
Less: reclassification adjustments included in net income (25) 717

Total other comprehensive loss, net of tax (6,839) (13,897)

Total comprehensive income $ 20,497 $ 11,063

Net income per common share:
Basic $ 0.54 $ 0.49
Diluted $ 0.54 $ 0.49
Cash dividends paid per common share $ 0.09 $ 0.07
Basic average common shares outstanding 50,226,768 50,706,890
Diluted average common shares outstanding 50,703,077 51,209,052
See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements.
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CATHAY GENERAL BANCORP AND SUBSIDIARIES CONDENSED CONSOLIDATED
STATEMENTS OF CASH FLOWS

(Unaudited)

Three Months Ended March 31

2006 2005

(In thousands)
Cash Flows from Operating Activities
Net income $ 27,336 $ 24,960
Adjustments to reconcile net income to net cash provided by operting activities:
Provision for loan losses 1,500 1,000
Deferred tax benefit (1,189) 3,927
Depreciation 771 663
Net gains on sale of other real estate owned �  (155)
Net gains on sale of loans (28) (167)
Proceeds from sale of loans 343 2,386
Write-down on venture capital investments 418 345
Loss (gain) on sales and calls of securities 4 (722)
Increase in fair value of warrants (855) (333)
Other non-cash interest 294 302
Amortization of security premiums, net 830 1,594
Amortization of other intangibles assets 1,429 1,779
Tax benefit from stock options 199 643
Stock based compensation expense 1,755 1,000
Gain on sale of premises and equipment �  (957)
Increase/(decrease) in deferred loan fees, net 806 (435)
Increase in accrued interest receivable (1,602) (588)
(Increase)/decrease in other assets, net (6,812) 6,240
Increase/(decrease) in other liabilities 24,903 (13,132)

Net cash provided by operating activities 50,102 28,350
Cash Flows from Investing Activities
Purchase of investment securities available-for-sale (166,967) (57)
Proceeds from maturity and call of investment securities available-for-sale 3,066 7,552
Proceeds from sale of mortgage-backed securities available-for-sale �  13,216
Purchase of investment securities available-for-sale (30) �  
Proceeds from repayment and sale of mortgage-backed securities available-for-sale 42,515 79,235
Exercise of warrants to acquire common stock (2,209) �  
Proceeds from sale of common stock investments 3,679 �  
Purchase of Federal Home Loan Bank stock �  (3,102)
Net increase in loans (360,916) (186,635)
(Purchase)/sale of premises and equipment (452) 857
Proceeds from sale of other real estate owned �  1,124
Net increase in investment in affordable housing (544) (324)

Net cash used in investing activities (481,858) (88,134)

Cash Flows from Financing Activities
Net increase/(decrease) in demand deposits, NOW accounts, money market and saving deposits 17,305 (26,126)
Net increase in time deposits 90,809 109,728
Net increase/(decrease) in federal funds purchased and securities sold under agreement to repurchase 141,000 (11,000)
Advances from Federal Home Loan Bank 802,050 200,000
Repayment of Federal Home Loan Bank borrowings (607,050) (200,000)
Cash dividends (4,518) (4,561)
Repurchase of preferred stock of subsidiary �  (100)
Proceeds from shares issued to Dividend Reinvestment Plan 731 692
Excess tax benefits from share-based payment arrangements 88 �  
Proceeds from exercise of stock options 974 1,351
Purchase of treasury stock �  (831)

Net cash provided by financing activities 441,389 69,153
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Increase in cash and cash equivalents 9,633 9,369
Cash and cash equivalents, beginning of the period 109,275 86,133

Cash and cash equivalents, end of the period $ 118,908 $ 95,502

Supplemental disclosure of cash flow information
Cash paid during the year for:
Interest $ 37,231 $ 18,709
Income taxes $ 4,887 $ 29,230
Non-cash investing and financing activities:
Net change in unrealized holding gain on securities available-for-sale, net of tax $ (6,839) $ (13,777)
Net change in unrealized gains on cash flow hedge derivatives, net of tax $ �  $ (120)
Transfers to other real estate owned $ 3,087 $ 969
See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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CATHAY GENERAL BANCORP AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. Business

Cathay General Bancorp (the �Bancorp�) is the holding company for Cathay Bank (the �Bank�), five limited partnerships investing in affordable
housing investments in which the Bank is the sole limited partner, and GBC Venture Capital, Inc., (together the �Company� or �we�, �us,� or �our�). 
The Bancorp also owns 100% of the common stock of three statutory business trusts created for the purpose of issuing capital securities.  The
Bank was founded in 1962 and offers a wide range of financial services.  As of March 31, 2006, the Bank operates twenty branches in Southern
California, nine branches in Northern California, two branches in Washington State, four branches in New York State, one branch in
Massachusetts, and one branch in Houston, Texas, plus representative offices in Taipei, Hong Kong, and Shanghai. 

2. Acquisitions and Investments

On February 21, 2006, the Company announced the signing of a definitive agreement to acquire Great Eastern Bank (�GEB�), a New York
City-based bank with five branches and approximately $330 million in assets. The Company completed its tender offer for up to 100% of the
common stock of GEB on April 7, 2006 and purchased 84.1% of GEB�s shares for cash of $40.2 million and 1,181,164 shares of Cathay General
Bancorp common stock.  Regulatory approval for the merger of GEB into Cathay Bank has been received and the merger is scheduled to be
completed on May 15, 2006, after which the remaining outstanding shares of GEB not owned by the Company will be converted into the right to
receive $58.44 in cash for each GEB share.

On March 31, 2006, Cathay Bank announced an agreement to buy a 20% stake in First Sino Bank, a Shanghai-based joint venture bank, for an
estimated purchase price of $52.2 million.  This investment by Cathay Bank is subject to regulatory approval from the China Bank Regulatory
Commission in China and Cathay Bank�s regulators in the United States and other customary closing conditions.

During March 2006, the Company received regulatory approval to purchase up to 14.9% of the stock of Broadway Financial Corporation, which
is headquartered in Los Angeles, California.  The Company already owns 4.9% of Broadway Financial Corporation and expects to acquire the
additional 10% during the second quarter of 2006 for approximately $1.8 million in cash. 

3. Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (�GAAP�) for interim financial information and with the instructions to Form 10-Q and Article
10 of Regulation S-X.  Accordingly, they do not include all of the information and footnotes required by GAAP for complete financial
statements.  In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation
have been included.  Operating results for the interim periods presented are not necessarily indicative of the results that may be expected for the
year ending December 31, 2006.  Certain reclassifications have been made to the prior year�s financial statements to conform to the current year�s
presentation.  For further information, refer to the audited consolidated financial statements and footnotes included in the Company�s Annual
Report on Form 10-K for the year ended December 31, 2005.
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The preparation of the consolidated financial statements in accordance with GAAP requires management of the Company to make a number of
estimates and assumptions relating to the reported amount of assets and liabilities and the disclosure of contingent assets and liabilities at the
date of the consolidated financial statements and the reported amounts of revenues and expenses during the period. Actual results could differ
from those estimates. The most significant estimate subject to change relates to the allowance for loan losses.

4. Recent Accounting Pronouncements

In December 2004, the Financial Accounting Standards Board (�FASB�) revised SFAS No. 123, �Accounting for Stock-Based Compensation�
(�SFAS No. 123R�). SFAS No. 123R establishes accounting requirements for share-based compensation to employees and carries forward prior
guidance on accounting for awards to non-employees. The provisions of this Statement become effective for the Company beginning January 1,
2006. SFAS No. 123R requires companies adopting SFAS No. 123R to select either the modified prospective or modified retrospective
transition method. On January 1, 2006, the Company adopted the modified prospective method under SFAS No. 123R and recognized
compensation expense ratably in the income statement for unvested awards granted before January 1, 2003, when the Company adopted SFAS
No. 123, based on the estimated fair value of all awards granted to employees before January 1, 2003. In addition, SFAS No. 123R requires an
entity to recognize compensation expense based on an estimate of the number of awards expected to actually vest, exclusive of awards expected
to be forfeited. The cumulative effect of the change in accounting principal as of January 1, 2006 was $138,000 which was recorded in the
Company�s consolidated statement of income as a reduction of compensation expense.   

SFAS No. 154, �Accounting Changes and Error Corrections, a Replacement of APB Opinion No. 20 and FASB Statement No. 3.� SFAS 154
establishes, unless impracticable, retrospective application as the required method for reporting a change in accounting principle in the absence
of explicit transition requirements specific to a newly adopted accounting principle. Previously, most changes in accounting principle were
recognized by including the cumulative effect of changing to the new accounting principle in net income of the period of the change. Under
SFAS 154, retrospective application requires (i) the cumulative effect of the change to the new accounting principle on periods prior to those
presented to be reflected in the carrying amounts of assets and liabilities as of the beginning of the first period presented, (ii) an offsetting
adjustment, if any, to be made to the opening balance of retained earnings (or other appropriate components of equity) for that period, and
(iii) financial statements for each individual prior period presented to be adjusted to reflect the direct period-specific effects of applying the new
accounting principle. Special retroactive application rules apply in situations where it is impracticable to determine either the period-specific
effects or the cumulative effect of the change. Indirect effects of a change in accounting principle are required to be reported in the period in
which the accounting change is made. SFAS 154 carries forward the guidance in APB Opinion 20 �Accounting Changes,� requiring justification
of a change in accounting principle on the basis of preferability. SFAS 154 also carries forward without change the guidance contained in APB
Opinion 20, for reporting the correction of an error in previously issued financial statements and for a change in an accounting estimate.
SFAS 154 is effective for accounting changes and corrections of errors made in fiscal years beginning after December 15, 2005.
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FASB Staff Position (FSP) No. 115-1, �The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments.� FSP
115-1 provides guidance for determining when an investment is considered impaired, whether impairment is other-than-temporary, and
measurement of an impairment loss. An investment is considered impaired if the fair value of the investment is less than its cost. If, after
consideration of all available evidence to evaluate the realizable value of its investment, impairment is determined to be other-than-temporary,
then an impairment loss should be recognized equal to the difference between the investment�s cost and its fair value. FSP 115-1 nullifies certain
provisions of Emerging Issues Task Force (EITF) Issue No. 03-1, �The Meaning of Other-Than-Temporary Impairment and Its Application to
Certain Investments,� while retaining the disclosure requirements of EITF 03-1 which were adopted in 2003. FSP 115-1 is effective for reporting
periods beginning after December 15, 2005.  There was no material impact on the Company�s consolidated financial statements from adoption of
this standard.

In June, 2005, the FASB approved EITF 04-5, �Investor�s Accounting for an Investment in a Limited Partnership When the Investor is the Sole
General Partner and the Limited Partners Have Certain Rights�. EITF 04-5 presumes that a sole general partner in a limited partnership controls
the limited partnership and, therefore, should include the limited partnership in its consolidated financial statements. The presumption of control
is overcome if the limited partners have (a) the substantive ability to remove the sole general partner or otherwise dissolve the limited
partnership or (b) substantive participating rights. EITF 04-5 is effective for general partners of all new limited partnerships formed and for
existing limited partnerships for which the partnership agreements are modified subsequent to June 29, 2005. The guidance in EITF 04-5 is
effective for general partners in all other limited partnerships no later than the beginning of the first reporting period in fiscal years beginning
after December 15, 2005. The Company has completed its analysis and concluded that it has substantive participating rights over the five limited
partnerships which it had consolidated in previous years.   There was no material impact on the Company�s consolidated financial statements
from adoption of this standard.

In January 2006, the FASB approved the issuance of a proposed interpretation that would clarify the accounting for uncertain tax positions in
accordance with FASB Statement No. 109, �Accounting for Income Taxes�. The proposed interpretation requires that companies make the best
estimate of recognized tax benefits at each reporting period based on management�s best estimate given the information available at the reporting
date, even though the outcome of the tax position is not absolute or final and that subsequent recognition, derecognition, and measurement
should be based on new information. In March 2006, the FASB also approved that the measurement attribute for the amount of recognized tax
benefit should be the maximum amount which is more-likely-than-not to be realized.  The final interpretation is expected to be issued during the
second quarter of 2006 and to be effective as of the beginning of the first annual period beginning after December 15, 2006. The Company has
not completed its analysis to determine the impact to the Company if the proposed interpretation were to be approved by the FASB.

5. Derivative Financial Instruments

The Company enters into financial derivatives in order to mitigate exposure to interest rate risks related to its interest-earning assets and
interest-bearing liabilities. The Company has received rights to acquire stock in the form of warrants as an adjunct to its high technology lending
relationships.  All warrants  with cashless exercise provision qualify as derivatives under SFAS No. 133.  The Company recognizes all
derivatives on the balance sheet at fair value.  Those warrants that qualify as derivatives are carried at fair value and are included in other assets
on the consolidated balance sheets with the change in fair value included in current earnings.  Fair value is based on dealer quotes or quoted
prices from instruments with similar characteristics.  For derivatives designated as cash flow hedges, changes in fair value are recognized in
other comprehensive income (loss) until the hedged item is recognized in earnings.  For derivatives designated as fair value hedges, changes in
the fair value of the derivatives are reflected in current earnings, together with changes in the fair value of the related hedged item, if there is a
highly effective correlation between changes in the fair value of the derivatives and changes in the fair value of the hedged item.  If there is not a
highly effective correlation, then only the changes in the fair value of the derivatives are reflected in the Company�s financial statements.
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On March 21, 2000, the Company entered into an interest rate swap agreement with a major financial institution in the notional amount of
$20.0 million for a period of five years. The interest rate swap was for the purpose of hedging the cash flows from a portion of our floating rate
loans against declining interest rates. The purpose of the hedge was to provide a measure of stability in the future cash receipts from such loans
over the term of the swap agreement, which matured on March 21, 2005.  Amounts paid or received on the interest rate swap were reclassified
into earnings upon the receipt of interest payments in the underlying hedged loans, including amounts totaling $0.2 million that were reclassified
into earnings during the quarter ended March 31, 2005.  On January 18, 2005, the Bank terminated $111.1 million of swaptions entered into
during 2004 by making a cash payment of $485,000 and recording a loss of $316,000 which reflected the decrease in the fair value during 2005.

To mitigate risks associated with changes to the fair value of $85.6 million of Five Year CDs, on January 18, 2005, the Bank entered into
swaptions that would terminate in 2009 and that could also be terminated after two years from the initial issuance of the Five Year CD�s at the
election of the counterparty in exchange for a cash payment of $425,000.  For the initial term of the swaptions, the Bank would receive interest
at a weighted average fixed rate of 3.03% and would pay interest at a rate of LIBOR less 12.5 basis points.   All of these swaptions were initially
designated as fair value hedges and the Bank expected a highly effective correlation between changes in the fair values of the swaptions and
changes in the fair value of the Five Year CDs. As of March 31, 2005, all of these swaptions were highly effective. The net increase in the
unrealized loss on the swaptions of $546,000 and the net change in the unrealized gain on the Five Year CDs of $527,000 have been recorded in
income for the first quarter of 2005.  These swaptions were terminated in December 2005.

To mitigate risks associated with changes to the fair value of $25.8 million of Three Year CDs, on January 18, 2005, the Bank entered into
swaptions that would terminate in 2007 and that could also be terminated after one year from the initial issuance of the Three Year CDs at the
election of the counterparty in exchange for a cash payment of $163,000.   For the initial term of the swaptions, the Bank received interest at a
weighted average fixed rate of 2.39% and would pay interest at a rate of LIBOR less 12.5 basis points.  All of these swaptions were initially
designated as fair value hedges.  There was a highly effective correlation between changes in the fair values of the swaptions and changes in the
fair value of the Three Year CDs.  As of March 31, 2005, all of these swaptions were highly effective.  The  net increase in unrealized loss on
the swaptions of $132,000 and the net unrealized gain on the Three Year CDs of $135,000 have been recorded in income for the first quarter of
2005.  These swaptions were terminated in June 2005.

The periodic net settlement of swaptions is recorded as an adjustment to net interest income.  These swaptions increased net interest income by
$26,000 for the first quarter of 2005.  
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In April 2005, the Bank took in a total of $8.9 million in one year certificates of deposit that pay a minimum interest of 0.5% plus additional
interest tied to 60% of the appreciation of four foreign currencies against the US dollar.  Under SFAS No. 133, a certificate of deposit that pays
interest based on changes in exchange rates is a hybrid instrument with an embedded derivative that must be accounted for separately from the
host contract (i.e. the certificate of deposit).  The fair value of the embedded derivative at March 31, 2006, was $48,000 and is included in
interest-bearing deposits in the consolidated balance sheet.  The Bank purchased two currency options with a fair value at March  31, 2006, of
$48,000 to manage its exposure to the appreciation of two of these foreign currencies.  The net impact on the consolidated statement of income
related to these currency linked certificates of deposit was a decrease to income of $27,000 in 2006.

6. Earnings per Share

Basic earnings per share excludes dilution and is computed by dividing net income available to common stockholders by the weighted-average
number of common shares outstanding for the period.  Diluted earnings per share reflects the potential dilution that could occur if securities or
other contracts to issue common stock were exercised or converted into common stock and resulted in the issuance of common stock that then
shared in earnings.

Outstanding stock options with anti-dilutive effect were not included in the computation of diluted earnings per share.   The following table sets
forth basic and diluted earnings per share calculations and the average shares of stock options with anti-dilutive effect:

For the three months ended March 31,

(Dollars in thousands, except share and per share data) 2006 2005

Net income $ 27,336 $ 24,960
Weighted-average shares:
Basic weighted-average number of common shares outstanding 50,226,768 50,706,890
Dilutive effect of weighted-average outstanding common shares equivalents
Stock Options 468,499 502,162
Restricted Stock 7,810 �  

Diluted weighted-average number of common shares outstanding 50,703,077 51,209,052

Average shares of stock options with anti-dilutive effect 1,871,499 1,087,424

Earnings per share:
Basic $ 0.54 $ 0.49
Diluted $ 0.54 $ 0.49

7. Stock-Based Compensation

Prior to 2003, the Company used the intrinsic-value method to account for stock-based compensation.  Accordingly, no expense was recorded in
periods prior to 2003 because the exercise prices did not exceed the market prices on the grant dates.  In 2003, the Company adopted
prospectively the fair value recognition provisions of Financial Accounting Standards Board (�FASB�) Statement No. 123, �Accounting for
Stock-Based Compensation,� as amended by FASB Statement No. 148, �Accounting for Stock-Based Compensation - Transition and Disclosure,
an Amendment of FASB Statement No. 123,� and began recognizing the expense associated with stock options granted beginning in 2003 using
the fair value method. 
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On January 1, 2006, the Company adopted revised Statement of Financial Accounting Standards No. 123, �Share-Based Payment� (�SFAS No.
123R�) on a modified prospective basis and recorded in the first quarter of 2006 additional compensation expense  of $36,000 for unvested stock
options granted before January 1, 2003, based on the estimated fair value of all awards granted to employees before January 1, 2003.  In
addition, SFAS No. 123R requires an entity to recognize compensation expense based on an estimate of the number of awards expected to
actually vest, exclusive of awards expected to be forfeited. During 2003 through 2005, the Company recognized forfeitures as they occurred.
The $138,000 cumulative effect of the change in accounting principle as of January 1, 2006 was  recorded as a reduction of compensation
expense in the Company�s consolidated statement of income. 

In 1998, the Board adopted the Cathay Bancorp, Inc. Equity Incentive Plan.  Under the Equity Incentive Plan, as amended in September, 2003,
directors and eligible employees may be granted incentive or non-statutory stock options, or awarded non-vested stock, for up to
7,000,000 shares of the Company�s common stock on a split adjusted basis.  In May 2005, the shareholders of the Company approved the 2005
Incentive Plan which provides that 3,131,854 shares of the Company�s common stock may be granted as incentive or non-statutory stock options,
or as restricted stock.  In conjunction with the approval of the 2005 Incentive Plan, the Bancorp agreed to cease granting awards under the
Equity Incentive Plan.  As of March 31, 2006, the Company has only granted non-statutory stock options to selected bank officers and
non-employee directors at exercise prices equal to the fair market value of a share of the Company�s common stock on the date of grant.  Such
options have a maximum ten-year term and vest in 20% annual increments (subject to early termination in certain events) except for 245,060
shares granted on March 22, 2005 of which 30% vested immediately, 10% would vest on November 20, 2005 and an additional 20% would vest
on November 20, 2006, 2007 and 2008 and 264,694 shares granted on May 22, 2005 of which 40% would vest on November 20, 2005 and an
additional 20% would vest on November 20, 2006, 2007, and 2008.  If such options expire or terminate without having been exercised, any
shares not purchased will again be available for future grants or awards.   Stock options are typically granted in the first quarter of the year.  The
Company expects to issue new shares to satisfy stock option exercises.

Stock-based compensation expense for stock options is calculated based on the fair value of the award at the grant date for those options
expected to vest, and is recognized as an expense over the vesting period of the grant.  The Company uses the Black-Scholes option pricing
model to estimate the value of granted options.  This model takes into account the option exercise price, the expected life, the current price of the
underlying stock, the expected volatility of the Company�s stock, expected dividends on the stock and a risk-free interest rate.  The Company
estimates the expected volatility based on the Company�s historical stock prices for the period corresponding to the expected life of the stock
options. Stock option expense related thereto totaled $1.8 million for the first quarter of 2006 and $1.0 million for the first quarter of 2005. 
Total recognized tax benefit related thereto total $0.7 million for the first quarter of 2006 and $0.4 million for the first quarter of 2005. 
Stock-based compensation is recognized ratably over the requisite service period for all awards.  Unrecognized stock-based compensation
expense related to stock options totaled $26.4 million as March 31, 2006 and is expected to be recognized over the next 3.9 years. 
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The weighted average per share fair value on the date of grant of the options granted was $13.45 for the first quarter of 2006 and was $13.15 for
the first quarter of 2005.  For options granted after 2004, the Company had estimated the expected life of the options based on the average of the
contractual period and the vesting period. For options granted prior to 2005, the Company has estimated the expected life of the options to be
four years. The fair value of stock options during 2005 and 2006 has been determined using the Black-Scholes option pricing model with the
following assumptions:

Three months ended March
31,

2006 2005

Expected life- number of years 6.5 6.3
Risk-free interest rate 4.38% 4.02%
Volatility 33.18% 34.53%
Dividend yield 1.20% 1.20%

If the compensation cost for the Company�s stock option plan had been determined with the fair value at the grant dates for all awards under the
Plan consistent with the method of SFAS No. 123R, �Share-Based Payment�, prior to January 1, 2006, the Company�s net income and earnings per
share for the three months ended March 31, 2005 would have been reduced to the pro forma amounts indicated in the table below:

For the Three
Months Ended

March 31,
2005

Net income, as reported $ 24,960
Add:  Stock-based employee compensation expense included in reported net income, net of related tax
effects 580
Deduct:  Total stock-based employee compensation expense determined under fair value based method
for all awards, net of related tax effects (642)

Pro forma net income $ 24,898

Earnings per share:
Basic � as reported $ 0.49
Basic � pro forma 0.49
Diluted � as reported 0.49
Diluted � pro forma 0.49

Cash received from exercises of stock options totaled $974,000 from 39,916 exercised shares during the three months ended March 31, 2006 and
$1.4 million from 102,580 exercised shares during the three months ended March 31, 2005.  The fair value of stock options vested during the
first quarter of 2006 was $4.4 million compared to $3.4 million for the first quarter of 2005.  Aggregate intrinsic value for options exercised
were $685,000 during the first quarter of 2006 and $2.1 million during the first quarter of 2005.  The table below summarizes stock option
activity for the quarter ended March 31, 2006:
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Shares
Weighted-Average

Exercise Price

Weighted-Average
Remaining
Contractual

Life (in years)

Aggregate
Intrinsic
Value (in

thousands)

Balance, December 31, 2005 4,316,112 $ 26.33

Granted 795,630 36.56
Exercised (39,916) 18.73
Forfeited (60,007) 30.72

Balance, March 31, 2006 5,011,819 $ 27.96 7.6 48,513

Exercisable, March 31, 2006 2,157,720 23.17 6.4 31,227

At March 31, 2006, 2,152,885 shares were available under the Company�s 2005 Incentive Plan for future grants.  The following table shows
stock options outstanding and exercisable as of March 31, 2006, the corresponding exercise prices, and the weighted-average contractual life
remaining: 

Outstanding

Exercise Price Shares

Weighted-Average
Remaining
Contractual

Life (in Years)
Exercisable

Shares

$                                   8.25 43,900 2.5 43,900
10.63 123,560 3.8 123,560
11.06 10,240 3.8 10,240
11.34 10,240 6.8 10,240
15.05 147,900 4.8 147,900
16.28 180,856 5.9 141,232
17.23 26,790 1.8 26,790
17.29 10,240 5.8 10,240
19.93 358,096 6.7 207,904
21.09 10,240 4.8 10,240
22.02 452,026 4.6 452,026
24.80 967,370 7.6 370,580
28.70 612,600 7.9 243,600
32.18 3,000 8.0 1,200
32.26 41,200 8.0 9,200
32.47 245,060 9.0 98,024
33.54 264,694 9.1 105,877
33.81 3,000 9.2 �  
36.90 370,915 9.8 �  
36.24 414,230 9.8 �  
37.00 697,662 8.9 141,366
38.38 18,000 8.6 3,600

5,011,819 7.6 2,157,719

On January 25, 2006, the Company granted 30,000 shares of non-vested stock  at the price of $36.24 per share to its Chairman of the Board,
President, and Chief Executive Officer.  The shares vest ratably over three years if certain annual performance criteria are met.  The stock
compensation expense recorded was $60,000 for the first quarter of 2006.  Unrecognized stock-based compensation expense related to
non-vested stock awards was $1.0 million at March 31, 2006 and is expected to be recognized over the next 2.8 years.

Prior to 2006, the Company presented the entire amount of the tax benefit on options exercised as financing activities in the consolidated
statements of cash flows.  After adoption of SFAS No. 123R in January 2006, the Company reports only the benefits of tax deductions in excess
of grant-date fair value as cash flows from financing activity.  Excess tax benefits from options exercised were $88,000 for the first quarter of
2006 and $174,000 for the first quarter of 2005.  Total tax benefits from the exercise of stock options, including the excess tax benefits described
above, were  $287,000 for the first quarter of 2006 and $643,000 for the first quarter of 2005.
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8. Commitments and Contingencies

In the normal course of business, the Company becomes a party to financial instruments with off-balance sheet risk to meet the financing needs
of its customers.  These financial instruments include commitments to extend credit in the form of loans, or through commercial or standby
letters of credit, and financial guarantees.  Those instruments represent varying degrees of exposure to risk in excess of the amounts included in
the accompanying condensed consolidated balance sheets.  The contractual or notional amount of these instruments indicates a level of activity
associated with a particular class of financial instrument and is not a reflection of the level of expected losses, if any.

The Company�s exposure to credit loss in the event of non-performance by the other party to the financial instrument for commitments to extend
credit is represented by the contractual amount of those instruments. The Company uses the same credit policies in making commitments and
conditional obligations as it does for on-balance sheet instruments.  The following table summarizes the outstanding commitments as of the
dates indicated:

(In thousands) At March 31, 2006
At December 31,

2005

Commitments to extend credit $ 1,874,716 $ 1,776,844
Standby letters of credit 57,625 56,555
Other letters of credit 66,518 79,900
Bill of lading guarantee 333 513

Total $ 1,999,192 $ 1,913,812

Commitments to extend credit are agreements to lend to a customer provided there is no violation of any condition established in the
commitment agreement.  These commitments generally have fixed expiration dates and the total commitment amounts do not necessarily
represent future cash requirements.  The Company evaluates each customer�s creditworthiness on a case-by-case basis.  The amount of collateral
obtained if deemed necessary by the Company upon extension of credit is based on management�s credit evaluation of the borrowers.  Letters of
credit, including standby letters of credit and bill of lading guarantees, are conditional commitments issued by the Company to guarantee the
performance of a customer to a third party.  The credit risk involved in issuing these types of instrument is essentially the same as that involved
in making loans to customers.

9. Line of Credit

On May 31, 2005, Cathay General Bancorp entered into a $30.0 million 364-day unsecured revolving loan agreement with a commercial bank
bearing an interest rate of LIBOR plus 90 basis points and a commitment fee of 12.5 basis points on unused commitments. At March 31, 2006,
$20.0 million was outstanding with a weighted average rate of 5.61% under this loan.
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10. Regulated Investment Company

As previously disclosed, on December 31, 2003, the California Franchise Tax Board (�FTB�) announced its intent to list certain transactions that
in its view constitute potentially abusive tax shelters.   Included in the transactions subject to this listing were transactions utilizing regulated
investment companies (�RICs�) and real estate investment trusts (�REITs�).   As part of the notification indicating the listed transactions, the FTB
also indicated its position that it intends to disallow tax benefits associated with these transactions.  While the Company continues to believe that
the tax benefits recorded in three prior years with respect to its RIC were appropriate and fully defensible under California law, the Company has
deemed it prudent to participate in Voluntary Compliance Initiative � Option 2, requiring payment of all California taxes and interest on these
disputed 2000 through 2002 tax benefits, and permitting the Company to claim a refund for these years while avoiding certain potential
penalties.  The Company retains potential exposure for assertion of an accuracy-related penalty should the FTB prevail in its position in addition
to the risk of not being successful in its refund claims.   As of March 31, 2006, the Company reflected a $12.1 million net state tax receivable for
the years 2000, 2001, and 2002 after giving effect to reserves for loss contingencies on the refund claims, or an equivalent of $7.9 million after
giving effect to Federal tax benefits. The FTB is currently in the process of reviewing and assessing our refund claims for taxes and interest for
tax years 2000 through 2002.  Although the Company believes its tax deductions related to the regulated investment company were appropriate
and fully defensible, there can be no assurance of the outcome of its refund claims, and an adverse outcome on the refund claims could result in
a loss of all or a portion of the $7.9 million net state tax receivable after giving effect to Federal tax benefits.  

11.  Stock Repurchase Program

On March 18, 2005, the Company announced that its Board of Directors had approved a new stock repurchase program to buyback up to an
aggregate of one million shares of the Company�s common stock following the completion of the Company�s current stock buyback
authorization.  During 2005, the Company repurchased 548,297 shares for $18.3 million at an average price of $33.40.  No shares were
repurchased during the first quarter of 2006.  At March 31, 2006, 451,703 shares remain under the Company�s March 2005 stock buyback
authorization.

12.  Premises and Equipment

In 2005, $3.6 million was transferred from premises and equipment to other assets when management decided to sell a bank owned building,
land and related improvements.  The $3.6 million is the lower of the carrying amount or fair value less estimated selling costs. 

ITEM 2.  MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.

The following discussion is given based on the assumption that the reader has access to and has read the Annual Report on Form 10-K for the
year ended December 31, 2005, of Cathay General Bancorp (�Bancorp�) and its wholly-owned subsidiary Cathay Bank (the �Bank� and, together,
the �Company� or �we�, �us,� or �our�).

Critical Accounting Policies

The discussion and analysis of the Company�s unaudited condensed consolidated balance sheets and results of operations are based upon its
unaudited condensed consolidated financial statements, which have been prepared in accordance with accounting principles generally accepted
in the United States of America.  The preparation of these consolidated financial statements requires management to make estimates and
judgments that affect the reported amounts of assets and liabilities, revenues and expenses, and related disclosures of contingent assets and
liabilities at the date of our financial statements.  Actual results may differ from these estimates under different assumptions or conditions.
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Accounting for the allowance for loan losses involves significant judgments and assumptions by management, which have a material impact on
the carrying value of net loans; management considers this accounting policy to be a critical accounting policy.  The judgments and assumptions
used by management are based on historical experience and other factors, which are believed to be reasonable under the circumstances as
described under the heading �Accounting for the allowance for loan losses� in the Company�s Annual Report on Form 10-K for the year ended
December 31, 2005.

Accounting for investment securities involves significant judgments and assumptions by management, which have a material impact on the
carrying value of securities and the recognition of any �other-than-temporary� impairment to our investment securities. The judgments and
assumptions used by management are described under the heading �Investment Securities� in the Company�s Annual Report on Form 10-K for the
year ended December 31, 2005.

Accounting for income taxes involves significant judgments and assumptions by management, which have a material impact on the amount of
taxes currently payable and the income tax expense recorded in the financial statements.  The judgments and assumptions used by management
are described under the heading �Income Taxes� in the Company�s Annual Report on Form 10-K for the year ended December 31, 2005.

FIRST QUARTER HIGHLIGHTS

� First quarter earnings increased $2.4 million, or 9.5%, compared to the same quarter a year ago.
� Fully diluted earnings per share reached $0.54, increasing 10.2% compared to the same quarter a year ago.
� Return on average assets was 1.67% for the quarter ended March 31, 2006, compared to 1.70% for the quarter ended December 31, 2005

and compared to 1.65% for the same quarter a year ago.
� Return on average stockholders� equity was 14.06% for the quarter ended March 31, 2006, compared to 13.93% for the quarter ended

December 31, 2005, and compared to 14.07% for the same quarter a year ago.
� Gross loans increased from December 31, 2005, by $357.2 million, or 7.7%, for the quarter to $5.0 billion at March 31, 2006.
� On February 21, 2006, the Company announced an agreement with Great Eastern Bank to acquire all outstanding shares of Great Eastern

Bank.  The Company has acquired 84.1% of the shares of Great Eastern Bank through its tender offer which closed on April 7, 2006.
� On March 31, 2006, Cathay Bank announced an agreement to buy a 20% stake in First Sino Bank, a Shanghai-based joint venture bank,

for an estimated purchase price of $52.2 million.
Income Statement Review

Net Income

Net income for the first quarter of 2006 was $27.3 million, or $0.54 per diluted share, a $2.3 million, or 9.5%, increase compared with net
income of $25.0 million or $0.49 per diluted share for the same quarter a year ago.  Return on average assets was 1.67% and return on average
stockholders� equity was 14.06% for the first quarter of 2006 compared with a return on average assets of 1.65% and a return average
stockholders� equity on of 14.07% for the three months ended March 31, 2005.
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Financial Performance

First Quarter 2006 First Quarter 2005

Net income $ 27.3 million $ 25.0 million
Basic earnings per share $ 0.54 $ 0.49
Diluted earnings per share $ 0.54 $ 0.49
Return on average assets 1.67% 1.65%
Return on average stockholders� equity 14.06% 14.07%
Efficiency ratio 36.07% 35.26%

Net Interest Income Before Provision for Loan Losses

Net interest income before provision for loan losses increased $6.3 million, or 10.9%, to $65.1 million during the first quarter of 2006 from
$58.8 million during the same quarter a year ago.  The increase was due primarily to the strong growth in loans.

The net interest margin, on a fully taxable-equivalent basis, was 4.33% for the first quarter of 2006.  The net interest margin decreased one basis
point from 4.34% in the fourth quarter of 2005 and increased 11-basis points from 4.22% in the first quarter of 2005, primarily as a result of the
loan growth, the decrease in securities as a proportion of earning assets and the increases in short term interest rates.

For the first quarter of 2006, the interest rate earned on average interest-earning assets was 6.94% on a fully taxable-equivalent basis, and the
cost of funds on average interest-bearing liabilities equaled 3.18%.  In comparison, for the first quarter of 2005, the interest rate earned on
average interest-earning assets was 5.78% and cost of funds on average interest-bearing liabilities equaled 1.91%. The net interest spread
decreased primarily due to the increase in wholesale borrowing rates.

Average daily balances, together with the total dollar amounts, on a taxable-equivalent basis, of interest income and interest expense, and the
weighted-average interest rate and net interest margin were as follows:
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Interest-Earning Assets and Interest-Bearing Liabilities

Three months ended March 31, 2006 2005

Taxable-equivalent basis
(Dollars in thousands)

Average
Balance

Interest
Income/
Expense

Average
Yield/

Rate (1)(2)
Average
Balance

Interest
Income/
Expense

Average
Yield/

Rate (1)(2)

Interest Earning Assets
Commercial loans $ 1,068,271 $ 19,577 7.43% $ 977,636 $ 14,253 5.91%
Residential mortgage 434,138 6,305 5.81 341,122 4,652 5.45
Commercial mortgage 2,752,061 51,193 7.54 2,155,717 34,458 6.48
Real estate construction loans 553,721 12,804 9.38 420,072 7,793 7.52
Other loans and leases 30,460 207 2.76 19,175 98 2.07

Total loans and leases (1) 4,838,651 90,086 7.55 3,913,722 61,254 6.35
Taxable securities 1,161,798 13,146 4.59 1,637,602 17,932 4.44
Tax-exempt securities (3) 86,755 1,400 6.54 108,340 1,650 6.18
Federal Home Loan Bank Stock 29,756 348 4.74 28,554 300 4.26
Interest bearing deposits 19,340 67 1.41 8,001 77 3.93
Federal funds sold & securities
purchased under agreements to resell 2,622 28 4.33 3,589 22 2.44

Total interest-earning assets 6,138,922 105,075 6.94 5,699,808 81,235 5.78

Non-interest earning assets
Cash and due from banks 94,997 90,592
Other non-earning assets 168,189 433,966

Total non-interest earning assets 263,186 524,558
Less: Allowance for loan losses (60,361) (63,501)
     Deferred loan fees (12,914) (11,605)

Total assets $ 6,328,833 $ 6,149,260

Interest bearing liabilities:
Interest bearing demand accounts $ 242,462 $ 566 0.95 $ 247,076 $ 251 0.41
Money market accounts 575,759 3,260 2.30 584,000 1,594 1.11
Savings accounts 357,795 681 0.77 408,580 376 0.37
Time deposits 3,095,301 26,824 3.51 2,708,770 14,837 2.22

Total interest-bearing deposits 4,271,317 31,331 2.97 3,948,426 17,058 1.75

Federal funds purchased 45,028 503 4.53 38,239 236 2.50
Securities sold under agreement to
repurchase 280,000 2,513 3.64 2,600 14 2.18
Other borrowings 384,913 4,077 4.30 601,190 3,822 2.58
Junior subordinated notes 53,982 1,041 7.82 53,922 774 5.82

Total interest-bearing liabilities 5,035,240 39,465 3.18 4,644,377 21,904 1.91

Non-interest bearing liabilities
Demand deposits 717,599 692,147
Other liabilities 87,429 93,501
Stockholders� equity 788,565 719,235

Total liabilities and stockholders� equity $ 6,628,833 $ 6,149,260

Net interest spread (4) 3.76% 3.87%
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Net interest income (4) $ 65,610 $ 59,331

Net interest margin (4) 4.33% 4.22%

(1) Yields and amounts of interest earned include loan fees. Non-accrual loans are included in the average balance.
(2) Calculated by dividing net interest income by average outstanding interest-earning assets
(3) The average yield has been adjusted to a fully taxable-equivalent basis for certain securities of states and political subdivisions  and other

securities held using a statutory Federal income tax rate of 35%
(4) Net interest income, net interest spread, and net interest margin on interest-earning assets have been adjusted to a fully taxable-equivalent

basis using a statutory Federal income tax rate of 35%
The following table summarizes the changes in interest income and interest expense attributable to changes in volume and changes in interest
rates:
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Taxable-Equivalent Net Interest Income � Changes Due to Rate and Volume(1)

Three months ended March 31,
2006-2005

Increase (Decrease) in
Net Interest Income Due to:

(Dollars in thousands)
Changes in

Volume
Changes in

Rate
Total

Change

Interest-Earning Assets:
Loans and leases 15,999 12,833 28,832
Taxable securities (5,381) 595 (4,786)
Tax-exempt securities (2) (346) 96 (250)
Federal Home Loan Bank Stock 13 35 48
Deposits with other banks 62 (72) (10)
Federal funds sold and securities purchased under agreements to resell (7) 13 6

Total increase in interest income 10,340 13,500 23,840

Interest-Bearing Liabilities:
Interest bearing demand accounts (5) 320 315
Money market accounts (23) 1,689 1,666
Savings accounts (53) 358 305
Time deposits 2,360 9,627 11,987
Federal funds purchased 48 219 267
Securities sold under agreement to repurchase 2,483 16 2,499
Other borrowed funds (1,721) 1,976 255
Junior subordinated debt 1 266 267

Total increase in interest expense 3,090 14,471 17,561

Changes in net interest income $ 7,250 $ (971) $ 6,279

(1) Changes in interest income and interest expense attributable to changes in both volume and rate have been allocated proportionately to
changes due to volume and changes due to rate.

(2) The amount of interest earned on certain securities of states and political subdivisions and other securities held has been adjusted to a
fully taxable-equivalent basis, using a statutory federal income tax rate of 35%.

Provision for Loan Losses

The provision for loan losses was $1.5 million for the first quarter of 2006 compared to $1.0 million provision for loan losses for the first quarter
of 2005 and to no provision for the fourth quarter of 2005.  The provision for loan losses was based on the review of the adequacy of the
allowance for loan losses at March 31, 2006. The provision for loan losses represents the charge or credit against current earnings that is
determined by management, through a credit review process, as the amount needed to establish an allowance that management believes to be
sufficient to absorb loan losses inherent in the Company�s loan portfolio.  The following table summarizes the charge-offs and recoveries for the
quarters shown:

For the three months ended,

(Dollars in thousands) March 31, 2006 March 31, 2005
December 31,

2005

Charge-offs $ 265 $ 3,661 $ 1,284
Recoveries 241 1,320 455

Net Charge-offs (recoveries) $ 24 $ 2,341 $ 829
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Non-Interest Income

Non-interest income, which includes revenues from service charges on deposit accounts, letters of credit commissions, securities gains (losses),
gains (losses) on loan sales, wire transfer fees, and other sources of fee income, was $5.1 million for the first quarter of 2006, a decrease of
$938,000, or 15.6%, compared to the non-interest income of $6.0 million for the first quarter of 2005.

Other operating income increased $1.0 million, or 48.8%, from $2.1 million in the first quarter of 2005 to $3.2 million in the first quarter of
2006 primarily due to increases in warrant gains of $522,000,  wealth management commissions of $270,000 and the reclassification of wire
transfer fees. 
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The above increases were offset by the decrease of gain on sale of premises and equipment, the decrease of securities gains and the decrease of
depository service fees.  For the first quarter of 2006, the Company recorded no gain on sale of premises and equipment compared to net gain on
sale of premises and equipment of $958,000 for the same quarter in 2005.  The Company also recorded $422,000 of securities losses in the first
quarter of 2006 compared to $377,000 of securities gains recorded in the same quarter a year ago.  Depository service fees decreased $256,000,
or 16.9%, from $1.5 million in the first quarter of 2005 to $1.3 million in the first quarter of 2006 due primarily to the reclassification of certain
wire transfer fees from depository service fees to other operating income in 2006. 

Non-Interest Expense

Non-interest expense increased $2.5 million, or 10.9%, to $25.3 million in the first quarter of 2006 compared to the same quarter a year ago
primarily due to increases in salaries and employee benefits expenses, professional service expenses, marketing expenses, other real estate
owned expenses and operations of affordable housing investments.  The efficiency ratio was 36.07% for the first quarter of 2006 compared to
35.26% in the year ago quarter and 37.14% for the fourth quarter of 2005.  

Salaries and employee benefits increased $1.6 million, or 13.0%, from $12.4 million in the first quarter of 2005 to $14.0 million in the first
quarter of 2006 due primarily to the increased salaries and bonus of $1.1 million and net stock option compensation expense of $695,000 offset
by increased deferred loan cost of $398,000.  On January 1, 2006, the Company adopted Statement of Financial Accounting Standards No. 123
(revised 2004), �Share-Based Payment� (�SFAS No. 123R�).  This resulted in amortization expense for stock options of $1.83 million which was
partially offset by the cumulative effect of the change in accounting principle of $138,000 to reflect estimated forfeitures for prior periods for a
net stock option compensation expense of $1.70 million for the quarter.  Professional services expenses increased $121,000, or 8.0%, from $1.5
million in the first quarter of 2005 to $1.6 million in the first quarter of 2006 due primarily to increases in legal expenses.  Marketing expense
increased $234,000, or 50.8%, in the first quarter of 2006 compared to the same quarter a year ago mainly due to increases of $202,000 in
charitable contributions. OREO expenses increased $189,000 due to a gain of $155,000 from sale of an OREO recorded in the first quarter of
2005.  Expenses from operation of affordable housing investments that qualified for low-income housing tax credits increased $280,000, or
27.5%, to $1.3 million compared to $1.0 million in the same quarter a year ago due to the increased operation expenses from additional
investments in affordable housing investments in 2005.

Income Taxes

The effective tax rate was 37.0% for the first quarter of 2006, compared to 39.0% for the same quarter a year ago and 37.5% for the full year
2005.  The decrease in effective tax rate was primarily due to the increase in affordable housing  tax credits.

As previously disclosed, on December 31, 2003, the California Franchise Tax Board (FTB) announced its intent to list certain transactions that
in its view constitute potentially abusive tax shelters. Included in the transactions subject to this listing were transactions utilizing regulated
investment companies (RICs) and real estate investment trusts (REITs). As part of the notification indicating the listed transactions, the FTB also
indicated its position that it intends to disallow tax benefits associated with these transactions. While the Company continues to believe that the
tax

21

Edgar Filing: CATHAY GENERAL BANCORP - Form 10-Q

28



benefits recorded in three prior years with respect to its RIC were appropriate and fully defensible under California law, the Company has
deemed it prudent to participate in Voluntary Compliance Initiative � Option 2, requiring payment of all California taxes and interest on these
disputed 2000 through 2002 tax benefits, and permitting the Company to claim a refund for these years while avoiding certain potential
penalties.  The Company retains potential exposure for assertion of an accuracy-related penalty should the FTB prevail in its position in addition
to the risk of not being successful in its refund claims. As of March 31, 2006, the Company reflected a $12.1 million net state tax receivable for
the years 2000, 2001, and 2002 after giving effect to reserves for loss contingencies on the refund claims, or an equivalent of $7.9 million after
giving effect to Federal tax benefits. The FTB is currently in the process of reviewing and assessing our refund claims for taxes and interest for
tax years 2000 through 2002.  Although the Company believes its tax deductions related to the regulated investment company were appropriate
and fully defensible, there can be no assurance of the outcome of its refund claims, and an adverse outcome on the refund claims could result in
a loss of all or a portion of the $7.9 million net state tax receivable after giving effect to Federal tax benefits.  

Balance Sheet Review

Assets

Total assets increased by $483.7 million, or 7.6%, to $6.9 billion at March 31, 2006, from year-end 2005 of $6.4 billion.  The increase in total
assets was due primarily to loan growth and increases in investment securities funded by growth of deposits and borrowings.

Securities

Total securities were $1.3 billion, or 19.3%, of total assets at March 31, 2006, compared with $1.2 billion, or 19.0%, of total assets at December
31, 2005.  The increase of $108.1 million, or 8.9%, was primarily due to purchases of  $166.9 million of securities offset primarily by the
pay-downs, matured and called securities totaling $45.6 million and the additional unrealized loss of $11.8 million during the first quarter of
2006.

The net unrealized loss on securities available-for-sale, which represented the difference between fair value and amortized cost, totaled $34.7
million at March 31, 2006, compared to a net unrealized loss of $22.9 million at year-end 2005.  The change was caused by increases in market
interest rates. Net unrealized gains/losses in the securities available-for-sale are included in accumulated other comprehensive income or loss,
net of tax.

The average taxable-equivalent yield on securities available-for-sale increased 17 basis points to 4.72% for the first quarter ended March 31,
2006, compared with 4.55% for the same period a year ago, as securities matured, prepaid, or were called and proceeds were reinvested at the
higher prevailing interest rates or to pay down other borrowings.
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The following tables summarize the composition, amortized cost, gross unrealized gains, gross unrealized losses, and fair value of securities
available-for-sale, as of March 31, 2006, and December 31, 2005:

March 31, 2006

Amortized
Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses Fair Value

(In thousands)
U.S. government sponsored entities $ 329,005 $ �  $ 5,300 $ 323,705
State and municipal securities 63,137 950 183 63,904
Mortgage-backed securities 593,448 602 22,337 571,713
Commercial mortgage-backed securities 25,191 �  751 24,440
Collateralized mortgage obligations 282,515 13 10,170 272,358
Asset-backed securities 1,025 �  4 1,021
Corporate bonds 6,044 �  152 5,892
Preferred stock of government sponsored entities 19,385 2,535 �  21,920
Equity securities 13,437 �  �  13,437
Other securities 27,000 126 �  27,126

Total $ 1,360,187 $ 4,226 $ 38,897 $ 1,325,516

December 31, 2005

Amortized
Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses Fair Value

(In thousands)
U.S. government sponsored entities $ 187,241 $ �  $ 4,365 $ 182,876
State and municipal securities 65,207 1,359 122 66,444
Mortgage-backed securities 621,070 842 15,009 606,903
Commercial mortgage-backed securities 29,526 8 766 28,768
Collateralized mortgage obligations 293,478 34 6,443 287,069
Asset-backed securities 1,195 �  3 1,192
Corporate bonds 7,033 18 143 6,908
Preferred stock of government sponsored entities 19,385 1,705 �  21,090
Equity securities 14,173 �  �  14,173
Other securities 2,000 15 �  2,015

Total $ 1,240,308 $ 3,981 $ 26,851 $ 1,217,438

The table below shows the fair value and unrealized losses as of March 31, 2006, of the temporarily impaired securities in the Company�s
available-for-sale securities portfolio.  The Company has the ability and intent to hold the securities for a period of time sufficient for a recovery
of cost for those issues with unrealized losses.  The temporarily impaired securities represent 88.3% of the fair value of the Company�s securities
as of March 31, 2006.  Unrealized losses on securities with unrealized losses for 12 months or longer represents 4.0% of the historical amortized
cost of these securities and unrealized losses on securities with unrealized losses less than twelve months represent 2.1% of the historical
amortized cost of these securities and generally resulted from increases in market interest rates from the date that these securities were
purchased.  The number of issuances of the temporarily impaired available-for-sale securities were 90 issuances with unrealized losses for 12
months or longer and were 84 issuances with realized losses less than twelve months as of March 31, 2006.  All of these securities are
investment grade as of March 31, 2006.  At March 31, 2006, management believes the impairment detailed in the table below is temporary and
accordingly no impairment loss has been recognized in the Company�s consolidated statement of income.
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Temporarily Impaired Securities at March 31, 2006

Less than 12 months 12 months or longer Total

Fair
Value

Unrealized
Losses

Fair
Value

Unrealized
Losses

Fair
Value

Unrealized
Losses

(In thousands)
Description of securities
U.S. government sponsored entities $ 141,891 $ 109 $ 181,809 $ 5,191 $ 323,700 $ 5,300
State and municipal securities 6,234 57 3,670 126 9,904 183
Mortgage-backed securities 199,456 6,229 336,229 16,108 535,685 22,337
Commercial mortgage-backed securities �  �  22,914 751 22,914 751
Collateralized mortgage obligations 122,738 3,676 148,537 6,494 271,275 10,170
Asset-backed securities �  �  1,021 4 1,021 4
Corporate bonds �  �  5,892 152 5,892 152

Total $ 470,319 $ 10,071 $ 700,072 $ 28,826 $ 1,170,391 $ 38,897

The following table summarizes the number of issuances of the temporarily impaired available-for-sale securities as of March 31, 2006:

Temporarily Impaired Securities at March 31, 2006

Description of securities
Less than 12 months
Number of Issuances

12 months or longer
Number of Issuances

Total
Number of Issuances

U.S. government sponsored entities 3 14 17
State and municipal securities 14 8 22
Mortgage-backed securities 46 41 87
Commercial mortgage-backed securities �  4 4
Collateralized mortgage obligations 21 19 40
Asset-backed securities �  2 2
Corporate bonds �  2 2

Total 84 90 174
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The following table summarizes the scheduled maturities by security type of securities available-for-sale, as of March 31, 2006:

As of March 31, 2006

One Year
or Less

After One
Year to

Five Years

After Five
Years to

Ten Years
Over Ten

Years Total

(Dollars in thousands)
Maturity Distribution:
U.S. government sponsored entities $ 59,737 $ 263,781 $ 5 $ 182 $ 323,705
State and municipal securities 1,698 6,689 32,549 22,969 63,905
Mortgage-backed securities(1) 223 9,959 25,450 536,081 571,713
Commercial mortgage-backed securities(1) �  2,204 �  22,236 24,440
Collateralized mortgage obligations(1) �  65 6,433 265,860 272,358
Asset-backed securities(1) �  �  �  1,021 1,021
Corporate bonds 1,014 4,877 �  �  5,891
Preferred stock of government sponsored entities (2) �  �  �  21,920 21,920
Equity securities (2) �  �  �  13,437 13,437
Other securities (2) 2,001 25,125 �  �  27,126

Total $ 64,673 $ 312,700 $ 64,437 $ 883,706 $ 1,325,516

(1) Securities reflect stated maturities and do not reflect the impact of anticipated prepayments.
(2) These securities have no final maturity date.
Loans

Gross loans at March 31, 2006, were $5.0 billion compared with $4.6 billion at year-end 2005.  Gross loan growth during the first quarter
equaled $357.2 million, an increase of 7.7% from December 31, 2005, reflecting primarily increases in commercial mortgage loans and real
estate construction loans. 

Commercial mortgage loans increased $318.3 million, or 12.3%, to $2.9 billion at March 31, 2006, compared to $2.6 billion at year-end 2005. 
At March 31, 2006, this portfolio represented approximately 58.1% of the Bank�s gross loans compared to 55.7% at year-end 2005.  In addition,
real estate construction loans increased $81.2 million, or 16.2%, to $581.3 million at March 31, 2006 compared to $500.0 million at year-end
2005.  Offsetting the above increases were the $55.6 million, or 5.0%, decrease in commercial loans during the first quarter of 2006.

The following table sets forth the classification of loans by type, mix, and percentage change as of the dates indicated:

(Dollars in thousands) March 31, 2006
% of Gross

Loans December 31, 2005
% of Gross

Loans % Change

Type of Loans
Commercial $ 1,054,767 21.1% $ 1,110,401 23.9% -5.0%
Residential mortgage 337,956 6.8 326,249 7.0 3.6
Commercial mortgage 2,909,064 58.1 2,590,752 55.7 12.3
Equity lines 105,150 2.1 105,040 2.3 0.1
Real estate construction 581,272 11.6 500,027 10.8 16.2
Installment 15,024 0.3 13,662 0.3 10.0
Other 1,819 0.0 1,684 0.0 8.0

Gross loans and leases $ 5,005,052 100% $ 4,647,815 100% 7.7%
Allowance for loan losses (61,727) (60,251) 2.4
Unamortized deferred loan fees (13,565) (12,733) 6.5

Total loans and leases, net $ 4,929,760 $ 4,574,831 7.8%
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Asset Quality Review

Non-performing Assets

Non-performing assets (�NPAs�) to gross loans plus other real estate owned was 0.44% at March 31, 2006, increased from 0.39% at December 31,
2005, and decreased from 0.45% at March 31, 2005.  Total non-performing assets increased to $21.9 million at March 31, 2006, compared with
$17.9 million at December 31, 2005, and $18.2 million at March 31, 2005, primarily due a $4.6 million increase in other real estate owned
(�OREO�) offset by a $0.8 million decrease in past due 90 days or more still accruing loans.  Non-performing assets include accruing loans past
due 90 days or more, non-accrual loans, and other real estate owned.  The allowance for loan losses was $61.7 million at March 31, 2006, and
represented the amount that the Company believes to be sufficient to absorb loan losses inherent in the Company�s loan portfolio.  The allowance
for loan losses represented 1.23% of period-end gross loans and 358% of non-performing loans at March 31, 2006.  The comparable ratios were
1.30% of gross loans and 337% of non-performing loans at December 31, 2005.

The following table sets forth the breakdown of non-performing assets by category as of the dates indicated:

(Dollars in thousands) March 31, 2006
December 31,

2005

Non-performing assets
Accruing loans past due 90 days or more $ 1,353 $ 2,106
Non-accrual loans 15,899 15,799

Total non-performing loans 17,252 17,905
Other real estate owned 4,630 �  

Total non-performing assets $ 21,882 $ 17,905

Troubled debt restructurings $ 2,747 $ 3,088

Non-performing assets as a percentage of gross loans and OREO 0.44% 0.39%
Allowance for loan losses as a percentage of gross loans and leases 1.23% 1.30%
Allowance for loan losses as a percentage of non-performing loans 358% 337%

Accruing loans past due 90 days or more decreased to $1.4 million at March 31, 2006, from $2.1 million at December 31, 2005.  Non-accrual
loans were $15.9 million at March 31, 2006, and were $15.8 million at December 31, 2005.
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Non-accrual Loans

The following table presents non-accrual loans by type of collateral securing the loans, as of the dates indicated:

March 31, 2006 December 31, 2005

Real
Estate (1) Commercial Other

Real
Estate (1) Commercial Other

(In thousands)
Type of Collateral
Commercial real estate $ 5,847 $ 1,952 $ �  $ 5,857 $ 2,044 $ �  
UCC �  8,009 �  �  7,796 �  
Other �  �  9 �  �  �  
Unsecured �  82 �  �  102 �  

Total $ 5,847 $ 10,043 $ 9 $ 5,857 $ 9,942 $ �  

(1) Real estate includes commercial mortgage loans, real estate construction loans, and residential mortgage loans.
The following table presents non-accrual loans by type of businesses in which the borrowers are engaged, as of the dates indicated:

March 31, 2006 December 31, 2005

Real
Estate (1) Commercial Other

Real
Estate (1) Commercial Other

(In thousands)
Type of Business
Real estate development $ 3,807 $ �  $ �  $ 3,817 $ �  $ �  
Wholesale/Retail 2,040 2,438 �  2,040 2,056 �  
Food/Restaurant �  2,214 �  �  2,214 �  
Import/Export �  5,391 �  �  5,672 �  
Other �  �  9 �  �  �  

Total $ 5,847 $ 10,043 $ 9 $ 5,857 $ 9,942 $ �  

(1) Real estate includes commercial mortgage loans, real estate construction loans, and residential mortgage loans.
Troubled Debt Restructurings

A troubled debt restructuring (�TDR�) is a formal restructure of a loan when the lender, for economic or legal reasons related to the borrower�s
financial difficulties, grants a concession to the borrower.  The concessions may be granted in various forms, including reduction in the stated
interest rate, reduction in the loan balance or accrued interest, or extension of the maturity date.

Troubled debt restructurings decreased to $2.7 million at March 31, 2006 from $3.1 million at December 31, 2005. 

Impaired Loans

A loan is considered impaired when it is probable that a creditor will be unable to collect all amounts due according to the contractual terms of
the loan agreement based on current circumstances and events.  The assessment for impairment occurs when and while such loans are on
non-accrual, or the loan has been restructured. Those loans less than our defined selection criteria are treated as a homogeneous portfolio.  If
loans meeting the defined criteria are not collateral dependent, we measure the impairment based on the present value of the expected future
cash flows discounted at the loan�s effective interest rate.  If loans meeting the defined criteria are collateral dependent, we measure the
impairment by using the loan�s observable market price or the fair value of the collateral.  If the measurement of the impaired loan is less than the
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recorded amount of the loan, we then recognize impairment by creating or adjusting an existing valuation allowance with a corresponding
charge to the provision for loan losses. 

27

Edgar Filing: CATHAY GENERAL BANCORP - Form 10-Q

36



The Company identified impaired loans with a recorded investment of $15.9 million at March 31, 2006, compared with $15.8 million at
year-end 2005.  The Company considers all nonaccrual loans to be impaired.  The following table presents impaired loans and the related
allowance as of the dates indicated:

At March 31,
2006

At December 31,
2005

(In thousands)
Balance of impaired loans with no allocated allowance $ 11,746 $ 15,676
Balance of impaired loans with an allocated allowance 4,153 123

Total recorded investment in impaired loans $ 15,899 $ 15,799

Amount of the allowance allocated to impaired loans $ 889 $ 16

Loan Concentration

Most of the Company�s business activity is with customers located in the predominantly Asian areas of Southern and Northern California; New
York City; Houston, Texas; Seattle, Washington; and Boston, Massachusetts.  The Company has no specific industry concentration, and
generally its loans are collateralized with real property or other pledged collateral of the borrowers.  Loans are generally expected to be paid off
from the operating profits of the borrowers, refinancing by another lender, or through sale by the borrowers of the secured collateral.

There were no loan concentrations to multiple borrowers in similar activities which exceeded 10% of total loans as of March 31, 2006, or
December 31, 2005.

Allowance for Loan Losses

The Bank�s management is committed to managing the risk in its loan portfolio by maintaining the allowance for loan losses at a level that is
considered to be equal to the estimated and known risks in the loan portfolio.   With a risk management objective, the Bank�s management has an
established monitoring system that is designed to identify impaired and potential problem loans, and to permit periodic evaluation of impairment
and the adequacy level of the allowance for loan losses in a timely manner. 

In addition, our Board of Directors has established a written loan policy that includes an effective loan review and control system to ensure that
the Bank maintains an adequate allowance for loan losses.   The Board of Directors provides oversight for the allowance evaluation process,
including quarterly evaluations, and judges that the allowance is adequate to absorb inherent losses in the loan portfolio.   The determination of
the amount of the allowance for loan losses and the provision for loan losses is based on management�s current judgment about the credit quality
of the loan portfolio and takes into consideration known relevant internal and external factors that affect collectibility when determining the
appropriate level for the allowance for loan losses.   The nature of the process by which the Bank determines the appropriate allowance for loan
losses requires the exercise of considerable judgment.   Additions to the allowance for loan losses are made by charges to the provision for loan
losses.  While management utilizes its best judgment and information available, the ultimate adequacy of the allowance is dependent upon a
variety of factors beyond the Bank�s control, including the performance of the Bank�s loan portfolio, the economy, changes in interest rates, and
the view of the regulatory authorities toward loan classifications. Identified credit exposures that are determined to be uncollectible are charged
against the allowance for loan losses.  Recoveries of previously charged off amounts, if any, are credited to the allowance for loan losses.  A
weakening of the economy or other factors that adversely affect asset quality could result in an increase in the number of delinquencies,
bankruptcies, or defaults, and a higher level of non-performing assets, net charge-offs, and provision for loan losses in future periods. 
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The allowance for loan losses totaled $61.7 million at March 31, 2006, and represented the amount needed to maintain an allowance that we
believe to be sufficient to absorb loan losses inherent in the Company�s loan portfolio.  The allowance for loan losses represented 1.23% of
period-end gross loans and 358% of non-performing loans at March 31, 2006.  The comparable ratios were 1.30% of year-end 2005 gross loans
and 337% of non-performing loans at December 31, 2005.  Please refer to �Provision for Loan Losses� section above for the summary of
charge-offs and recoveries.

The following table sets forth information relating to the allowance for loan losses for the periods indicated:

(Dollars in thousands)

For the three months
ended March 31,

2006

For the year
ended December

31, 2005

Balance at beginning of period $ 60,251 $ 62,880
Provision/(reversal) of loan losses 1,500 (500)
Loans charged off (265) (5,215)
Recoveries of loans charged off 241 3,086

Balance at end of period $ 61,727 $ 60,251

Average loans outstanding during the period $ 4,838,651 $ 4,165,301
Total gross loans outstanding, at period-end $ 5,005,052 $ 4,647,815
Total non-performing loans, at period-end $ 17,252 $ 17,905
Ratio of net charge-offs to average loans outstanding during the period (annualized) 0.00% 0.05%
Provision/(reversal) for loan losses to average loans outstanding during the period
(annualized) 0.12% -0.01%
Allowance to non-performing loans, at period-end 357.80% 336.50%
Allowance to gross loans, at period-end 1.23% 1.30%

The allowance for loan losses consists of the following:

1. Specific allowance: For impaired loans, we provide specific allowances based on an evaluation of impairment, and for each criticized
loan, we allocate a portion of the general allowance to each loan based on a loss percentage assigned.  The percentage assigned depends
on a number of factors including loan classification, the current financial condition of the borrowers and guarantors, the prevailing value
of the underlying collateral, charge-off history, management�s knowledge of the portfolio, and general economic conditions.

2. General allowance: The unclassified portfolio is segmented on a group basis.  Segmentation is determined by loan type and by
identifying risk characteristics that are common to the groups of loans.  The allowance is provided to each segmented group based on the
group�s historical loan loss experience, trends in delinquencies and non-accrual loans, and other significant factors, such as national and
local economy, trends and conditions, strength of management and loan staff, underwriting standards and the concentration of credit.
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To determine the adequacy of the allowance in each of these two components, the Bank employs two primary methodologies, the classification
process and the individual loan review analysis methodology.  These methodologies support the basis for determining allocations between the
various loan categories and the overall adequacy of the Bank�s allowance to provide for probable loss in the loan portfolio.  These methodologies
are further supported by additional analysis of relevant factors such as the historical losses in the portfolio, trends in the non-performing loans,
loan delinquencies, the volume of the portfolio, peer group comparisons, and federal regulatory policy for loan and lease losses.  Other
significant factors of portfolio analysis include changes in lending policies/underwriting standards, portfolio composition, concentrations of
credit, and trends in the national and local economy. 

With these above methodologies, the specific allowance is for those loans internally classified and risk graded as Special Mention, Substandard,
Doubtful, or Loss.  Additionally, the Bank�s management allocates a specific allowance for �Impaired Credits,� in accordance with SFAS No. 114
�Accounting by Creditors for Impairment of a Loan.�  The level of the general allowance is established to provide coverage for management�s
estimate of the credit risk in the loan portfolio by various loan segments not covered by the specific allowance.

The table set forth below reflects management�s allocation of the allowance for loan losses by loan category and the ratio of each loan category to
the total loans as of the dates indicated:

March 31, 2006 December 31, 2005

(Dollars in thousands) Amount

Percentage of
Loans in

Each
Category

to Average
Gross Loans Amount

Percentage of
Loans in

Each
Category

to Average
Gross Loans

Type of Loans:
Commercial loans $ 32,272 22.1% $ 33,401 24.5%
Residential mortgage loans 1,108 9.0 1,055 9.0
Commercial mortgage loans 21,895 56.9 20,516 55.0
Real estate construction loans 6,441 11.4 5,265 10.9
Installment loans 7 0.3 10 0.3
Other loans 4 0.3 4 0.3

Total $ 61,727 100% $ 60,251 100%

The allowance allocated to commercial loans decreased from $33.4 million at December 31, 2005, to $32.3 million at March 31, 2006 due to the
decrease in total commercial loans during the first quarter of 2006.  Non-accrual commercial loans by collateral type comprised 63.2% of
nonaccrual loans at March 31, 2006 compared to 62.9% at December 31, 2005.

The allowance allocated to residential mortgage loans increased slightly from $1.06 million at December 31, 2005, to $1.11 million at March 31,
2006.

The allowance allocated to commercial mortgage loans increased from $20.5 million at December 31, 2005, to $21.9 million at March 31, 2006,
due to the strong loan growth as well as an increase in classified credits during the first quarter.  As of March 31, 2006,  there were $5.8 million
commercial mortgage loans on non-accrual status.  Non-accrual commercial mortgage loans comprised 36.8% of nonaccrual loans at March 31,
2006.
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The allowance allocated to construction loans has increased from $5.3 million at December 31, 2005, to $6.4 million at March 31, 2006.  The
allowance allocated to construction loans increased to 1.1% of construction loans at March 31, 2006, from 1.0% of construction loans at
December 31, 2005.  At March 31, 2006, there were no construction loans  on non-accrual status. 

Allowances for other risks of potential loan losses equaling $3.0 million as of March 31, 2006, compared to $4.3 million at December 31, 2005,
have been included in the allocations above.  The Bank has set aside this amount to cover the risk factors of higher energy prices on the ability of
its borrowers to service their loans.  At December 31, 2005, the Bank had also set aside an amount to cover the risk from the impact of the
increased competition on the Bank�s borrowers in the textile industry as a result of the lifting of textile quotas on Chinese manufacturers. 
However, based on an assessment during the first quarter of 2006 of its borrowers in the textile industry, the Bank believes that its normal risk
identification procedures fully capture this type of credit exposure.  Based on the assessment of the risk of higher energy prices on the ability of
the Bank�s borrowers to service their loans, management has determined that the allowance of $3.0 million at March 31, 2006 was appropriate. 

Deposits

Total deposits increased $108.1 million, or 2.2%, from $4.9 billion at December 31, 2005, to $5.0 billion at March 31, 2006. 
Non-interest-bearing demand deposits, interest-bearing demand deposits, and savings deposits comprised 37.3% of total deposits at March 31,
2006, time deposit accounts of less than $100,000 comprised 14.3% of total deposits, while the remaining 48.4% was comprised of time deposit
accounts of $100,000 or more.  Due to the continued increases in interest rates through  2006, the Company�s lower yielding interest bearing
deposits have decreased. 

The following tables display the deposit mix as of the dates indicated:

Deposits March 31, 2006 % of Total
December 31,

2005 % of Total % Change

(Dollars in thousands)
Non-interest-bearing demand $ 691,883 13.8% $ 726,722 14.8% -4.8%
NOW 241,126 4.8 240,885 4.9 0.1
Money market 592,197 11.8 523,076 10.6 13.2
Savings 347,575 6.9 364,793 7.4 (4.7)
Time deposits under $100,000 719,833 14.3 641,411 13.1 12.2
Time deposits of $100,000 or more 2,431,850 48.4 2,419,463 49.2 0.5

Total deposits $ 5,024,464 100.0% $ 4,916,350 100.0% 2.2%

At March 31, 2006, the Company has $74.8 million brokered deposits compared to no brokered deposits at December 31, 2005.

Borrowings

Borrowings include securities sold under agreements to repurchase, Federal funds purchased, funds obtained as advances from the Federal Home
Loan Bank (�FHLB�) of San Francisco, borrowing from other financial institutions and junior subordinated notes issued. 

Federal funds purchased were $60.0 million with a weighted average rate of 4.88% as of March 31, 2006, compared to $119.0 million with a
weighted average rate of 4.21% as of December 31, 2005. 

Securities sold under agreements to repurchase were $400.0 million with a weighted average rate of 3.81% as of March 31, 2006, compared to
$200.0 million with a weighted average rate of 3.41% at December 31, 2005. The Company has entered into eight long-term transactions
involving the sale of securities under repurchase agreements totaling $400.0 million for five years. The rates are all initially floating rate for the
first year at the three-month LIBOR minus 100 basis points. Thereafter, the rates are fixed for the remainder of the term, with interest rates
ranging from 4.35% to 4.79%. After the initial one year period, the counterparties have the right to terminate the transaction at par at the first
anniversary date and quarterly thereafter. 
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Total advances from the FHLB of San Francisco were $410.0 million at March 31, 2006,  and $215.0 million at December 31, 2005.  All
advances will mature within the next 6 months.  These advances are non-callable with fixed interest rates, with a weighted average rate of
4.79%, as of March 31, 2006, and 4.29% as of December 31, 2005.

On May 31, 2005, Cathay General Bancorp entered into a $30.0 million 364-day unsecured revolving loan agreement with a commercial bank
bearing an interest rate of LIBOR plus 90 basis points and a commitment fee of 12.5 basis points on unused commitments. At March 31, 2006,
$20.0 million was outstanding with a weighted average rate of 5.61%, compared to $20.0 million outstanding with a weighted average rate of
5.18% at December 31, 2005.

The Junior Subordinated Notes issued by the Company totaled $54.0 million with a weighted average rate of 7.98% at March 31, 2006, and
$54.0 million with a weighted average rate of 7.55% at December 31, 2005.

Other Liabilities

Other liabilities increased to $73.4 million at March 31, 2006, from $54.4 million at December 31, 2005, due primarily to increases in income
tax payable, in accrued interest payable, and in other liabilities from low income housing investments.

Off-Balance-Sheet Arrangements and Contractual Obligations

The following table summarizes the Company�s contractual obligations to make future payments as of March 31, 2006.   Payments for deposits
and borrowings do not include interest.   Payments related to leases are based on actual payments specified in the underlying contracts.  

Payment Due by Period

1 year 
or less

More than
1 year but
less than
3 years

3 years or
more but
less than
5 years

5 years
or more Total

(Dollars in thousands)
Contractual obligations:
Deposits with stated maturity dates $ 2,889,050 $ 175,557 $ 87,059 $ 17 $ 3,151,683
Federal funds purchased 60,000 �  �  �  60,000
Securities sold under agreements to repurchase (1) �  �  400,000 �  400,000
Advances from the Federal Home Loan Bank 410,000 �  �  �  410,000
Other borrowings 20,000 �  �  20,827 40,827
Junior subordinated notes �  �  �  53,991 53,991
Operating leases 5,324 8,594 3,948 8,986 26,852

Total contractual obligations and other commitments $ 3,384,374 $ 184,151 $ 491,007 $ 83,821 $ 4,143,353

(1) These repurchase agreements have a final maturity of five years from origination date but are callable on a quarterly basis after one year.
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Capital Resources

Stockholders� equity of $793.3 million at March 31, 2006, increased by $19.7 million, or 2.6%, compared to $773.6 million at December 31,
2005.  The following table summarizes the increase in stockholders� equity:

(Dollars in thousands)
Three months ended

March 31, 2006

Net income $ 27,336
Proceeds from shares issued to the Dividend Reinvestment Plan 731
Proceeds from exercise of stock options 974
Tax benefits from stock-based compensation expense 287
Share-based compensation 1,755
Changes in other comprehensive income (6,839)
Cash dividends paid (4,518)

Net increase in stockholders� equity $ 19,726

On March 18, 2005, the Company announced that its Board of Directors had approved a new stock repurchase program to buyback up to an
aggregate of one million shares of the Company�s common stock following the completion of the Company�s current stock buyback
authorization.  During 2005, the Company repurchased 548,297 shares for $18.3 million at an average price of $33.40.  No shares were
repurchased during the first quarter of 2006.  At March 31, 2006, 451,703 shares remain under the Company�s March 2005 stock buyback
authorization.

The Company declared cash dividend of 9 cents per share in January 2006 on 50,198,389 shares outstanding.  On April 24, 2006, the Company
declared a cash dividend of 9 cents per share on 51,472,014 shares outstanding.  Total cash dividends paid in 2006, including the $4.6 million
paid in April, amounted to $9.2 million. 

Capital Adequacy Review

Management seeks to maintain the Company�s capital at a level sufficient to support future growth, protect depositors and stockholders, and
comply with various regulatory requirements.

Both the Bancorp�s and the Bank�s regulatory capital continued to exceed the regulatory minimum requirements as of March 31, 2006.  In
addition, the capital ratios of the Bank place it in the �well capitalized� category which is defined as institutions with Tier 1 risk-based capital ratio
equal to or greater than 6.0%, total risk-based ratio equal to or greater than 10.0%, and Tier 1 leverage capital ratio equal to or greater than 5.0%.
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The following table presents the Company�s capital and leverage ratios as of March 31, 2006, and December 31, 2005:

Cathay General Bancorp

March 31, 2006 December 31, 2005

(Dollars in thousands) Balance % Balance %

Tier 1 capital (to risk-weighted assets) $ 611,708 10.26 $ 584,311 10.61
Tier 1 capital minimum requirement 238,516 4.00 220,324 4.00

Excess $ 373,192 6.26 $ 363,987 6.61

Total capital (to risk-weighted assets) $ 674,576 11.31 $ 645,329 11.72
Total capital minimum requirement 477,032 8.00 440,647 8.00

Excess $ 197,544 3.31 $ 204,682 3.72

Tier 1 capital (to average assets)
� Leverage ratio $ 611,708 9.61 $ 584,311 9.80
Minimum leverage requirement 254,650 4.00 238,420 4.00

Excess $ 357,058 5.61 $ 345,891 5.80

Risk-weighted assets $ 5,962,899 $ 5,508,093
Total average assets (1) $ 6,366,238 $ 5,960,496

(1) The quarterly total average assets reflect all debt securities at amortized cost, equity security with readily determinable fair values at the
lower of cost or fair value, and equity securities without readily determinable fair values at historical cost.

The following table presents the Bank�s capital and leverage ratios as of March 31, 2006, and December 31, 2005:

Cathay Bank

March 31, 2006 December 31, 2005

(Dollars in thousands) Balance % Balance %

Tier 1 capital (to risk-weighted assets) $ 616,118 10.36 $ 587,787 10.70
Tier 1 capital minimum requirement 237,890 4.00 219,658 4.00

Excess $ 378,228 6.36 $ 368,129 6.70

Total capital (to risk-weighted assets) $ 678,986 11.42 $ 648,805 11.81
Total capital minimum requirement 475,780 8.00 439,316 8.00

Excess $ 203,206 3.42 $ 209,489 3.81

Tier 1 capital (to average assets)
� Leverage ratio $ 616,118 9.71 $ 587,787 9.88
Minimum leverage requirement 253,852 4.00 237,890 4.00

Excess $ 362,266 5.71 $ 349,897 5.88
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Risk-weighted assets $ 5,947,246 $ 5,491,450
Total average assets (1) $ 6,346,312 $ 5,947,243

(1) The quarterly total average assets reflect all debt securities at amortized cost, equity security with readily determinable fair values at the
lower of cost or fair value, and equity securities without readily determinable fair values at historical cost.

Liquidity

Liquidity is our ability to maintain sufficient cash flow to meet maturing financial obligations and customer credit needs, and to take advantage
of investment opportunities as they are presented in the marketplace.  Our principal sources of liquidity are growth in deposits, proceeds from
the maturity or sale of securities and other financial instruments, repayments from securities and loans, federal funds purchased, securities sold
under agreements to repurchase, and advances from the Federal Home Loan Bank (�FHLB�).  At March 31, 2006, our liquidity ratio (defined as
net cash, short-term and marketable securities to net deposits and short-term liabilities) was at 14.4%, which increased from 13.5% at year-end
2005.
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To supplement its liquidity needs, the Bank maintains a total credit line of $222.0 million for federal funds with three correspondent banks, and
master agreements with brokerage firms for the sale of securities subject to repurchase.  The Bank is also a shareholder of the FHLB of San
Francisco, enabling it to have access to lower cost FHLB financing when necessary.  As of March 31, 2006, based on collateral pledged, the
Bank had a total credit line with the FHLB of San Francisco totaling $742.0 million.  The total credit outstanding with the FHLB of San
Francisco at March 31, 2006, was $410.0 million.  These borrowings are secured by real estate loans.

Liquidity can also be provided through the sale of liquid assets, which consist of federal funds sold, securities sold under agreements to
repurchase, and unpledged investment securities available-for-sale. At March 31, 2006, such assets at fair value totaled $1.33 billion, with
$851.8 million pledged as collateral for borrowings and other commitments. The remaining $473.8 million was available as additional liquidity
or to be pledged as collateral for additional borrowings.

Approximately 92% of the Company�s time deposits maturing within one year or less as of March 31, 2006.  Management anticipates that there
may be some outflow of these deposits upon maturity due to the keen competition in the Bank�s marketplace.  However, based on our historical
runoff experience, we expect that the outflow will be minimal and can be replenished through our normal growth in deposits.  Management
believes the above-mentioned sources will provide adequate liquidity to the Bank to meet its daily operating needs. 

The Bancorp obtains funding for its activities primarily through borrowings under its $30.0 million revolving line of credit with another
commercial bank, dividend income contributed by the Bank and proceeds from the issuance of securities, including proceeds from the issuance
of its common stock pursuant to its Dividend Reinvestment Plan and the exercise of stock options.  Dividends paid to the Bancorp by the Bank
are subject to regulatory limitations.  The business activities of the Bancorp consist primarily of the operation of the Bank with limited activities
in other investments.  Management believes the Bancorp�s liquidity generated from its prevailing sources is sufficient to meet its operational
needs.

ITEM 3.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

Market Risk

We use a net interest income simulation model to measure the extent of the differences in the behavior of the lending and funding rates to
changing interest rates, so as to project future earnings or market values under alternative interest rate scenarios.  Interest rate risk arises
primarily through the Company�s traditional business activities of extending loans and accepting deposits.  Many factors, including economic and
financial conditions, movements in interest rates and consumer preferences affect the spread between interest earned on assets and interest paid
on liabilities.  The net interest income simulation model is designed to measure the volatility of net interest income and net portfolio value,
defined as net present value of assets and liabilities, under immediate rising or falling interest rate scenarios in 100 basis point increments. 

Although the modeling is very helpful in managing interest rate risk, it does require significant assumptions for the projection of loan
prepayment rates on mortgage related assets, loan volumes and pricing, and deposit and borrowing volume and pricing, that might prove
inaccurate.  Because these assumptions are inherently uncertain, the model cannot precisely estimate net interest income, or precisely predict the
effect of higher or lower interest rates on net interest income.  Actual results will differ from simulated results due to the timing, magnitude, and
frequency of interest rates changes, the differences between actual experience and the assumed volume, changes in market conditions, and
management strategies, among other factors.  The Company monitors its interest rate sensitivity and attempts to reduce the risk of a significant
decrease in net interest income caused by a change in interest rates. 
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We establish a tolerance level in our policy to define and limit interest income volatility to a change of plus or minus 15% when the hypothetical
rate change is plus or minus 200 basis points. When the net interest rate simulation projects that our tolerance level will be met or exceeded, we
seek corrective action after considering, among other things, market conditions, customer reaction, and the estimated impact on profitability. 
The Company�s simulation model also projects the net economic value of our portfolio of assets and liabilities.  We have established a tolerance
level in our policy to value the net economic value of our portfolio of assets and liabilities to a change of plus or minus 15% when the
hypothetical rate change is plus or minus 200 basis points. 

The table below shows the estimated impact of changes in interest rate on net interest income and market value of equity as of March 31, 2006:

Change in Interest Rate (Basis Points)

Net Interest
Income

Volatility (1)
March 31, 2006

Market Value
of Equity

Volatility (2)
March 31, 2006

+200 4.96 -9.19
+100 2.59 -4.54
-100 -2.69 8.49
-200 -6.49 15.23

(1) The percentage change in this column represents net interest income of the Company for 12 months in a stable interest rate environment
versus the net interest income in the various rate scenarios.

(2) The percentage change in this column represents net portfolio value of the Company in a stable interest rate environment versus the net
portfolio value in the various rate scenarios.

Financial Derivatives

The Company enters into financial derivatives in order to mitigate exposure to interest rate risks related to its interest-earning assets and
interest-bearing liabilities. The Company has received rights to acquire stock in the form of warrants as an adjunct to its high technology lending
relationships.  The warrants in public companies with cashless exercise provision qualify as derivatives under SFAS No. 133.  The Company
recognizes all derivatives on the balance sheet at fair value.  Those warrants that qualify as derivatives are carried at fair value and are included
in other assets on the consolidated balance sheets with the change in fair value included in current earnings.  Fair value is based on dealer quotes
or quoted prices from instruments with similar characteristics.  For derivatives designated as cash flow hedges, changes in fair value are
recognized in other comprehensive income (loss) until the hedged item is recognized in earnings.  For derivatives designated as fair value
hedges, changes in the fair value of the derivatives are reflected in current earnings, together with changes in the fair value of the related hedged
item, if there is a highly effective correlation between changes in the fair value of the derivatives and changes in the fair value of the hedged
item.  If there is not a highly effective correlation, then only the changes in the fair value of the derivatives are reflected in the Company�s
financial statements.
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On March 21, 2000, the Company entered into an interest rate swap agreement with a major financial institution in the notional amount of
$20.0 million for a period of five years. The interest rate swap was for the purpose of hedging the cash flows from a portion of our floating rate
loans against declining interest rates. The purpose of the hedge was to provide a measure of stability in the future cash receipts from such loans
over the term of the swap agreement, which matured on March 21, 2005.  Amounts paid or received on the interest rate swap were reclassified
into earnings upon the receipt of interest payments in the underlying hedged loans, including amounts totaling $0.2 million that were reclassified
into earnings during the quarter ended March 31, 2005.  On January 18, 2005, the Bank terminated $111.1 million of swaptions entered into
during 2004 by making a cash payment of $485,000 and recording a loss of $316,000 which reflected the decrease in the fair value during 2005.

To mitigate risks associated with changes to the fair value of $85.6 million of Five Year CDs, on January 18, 2005, the Bank entered into
swaptions that would terminate in 2009 and that could also be terminated after two years from the initial issuance of the Five Year CD�s at the
election of the counterparty in exchange for a cash payment of $425,000.  For the initial term of the swaptions, the Bank would receive interest
at a weighted average fixed rate of 3.03% and would pay interest at a rate of LIBOR less 12.5 basis points.   All of these swaptions were initially
designated as fair value hedges and the Bank expected a highly effective correlation between changes in the fair values of the swaptions and
changes in the fair value of the Five Year CDs. As of March 31, 2005, all of these swaptions were highly effective. The net increase in the
unrealized loss on the swaptions of $546,000 and the net change in the unrealized gain on the Five Year CDs of $527,000 have been recorded in
income for the first quarter of 2005.  These swaptions were terminated in December 2005.

To mitigate risks associated with changes to the fair value of $25.8 million of Three Year CDs, on January 18, 2005, the Bank entered into
swaptions that would terminate in 2007 and that could also be terminated after one year from the initial issuance of the Three Year CDs at the
election of the counterparty in exchange for a cash payment of $163,000.   For the initial term of the swaptions, the Bank received interest at a
weighted average fixed rate of 2.39% and would pay interest at a rate of LIBOR less 12.5 basis points.  All of these swaptions were initially
designated as fair value hedges.  There was a highly effective correlation between changes in the fair values of the swaptions and changes in the
fair value of the Three Year CDs.  As of March 31, 2005, all of these swaptions were highly effective.  The  net increase in unrealized loss on
the swaptions of $132,000 and the net unrealized gain on the Three Year CDs of $135,000 have been recorded in income for the first quarter of
2005.  These swaptions were terminated in June 2005.

The periodic net settlement of swaptions is recorded as an adjustment to net interest income.  These swaptions increased net interest income by
$26,000 for the quarter of 2005.  

In April 2005, the Bank took in a total of $8.9 million in one year certificates of deposit that pay a minimum interest of 0.5% plus additional
interest tied to 60% of the appreciation of four foreign currencies against the US dollar.  Under SFAS No. 133, a certificate of deposit that pays
interest based on changes in exchange rates is a hybrid instrument with an embedded derivative that must be accounted for separately from the
host contract (i.e. the certificate of deposit).  The fair value of the embedded derivative at March 31, 2006, was $48,000 and is included in
interest-bearing deposits in the consolidated balance sheet.  The Bank purchased two currency options with a fair value at March  31, 2006, of
$48,000 to manage its exposure to the appreciation of two of these foreign currencies.  The net impact on the consolidated statement of income
related to these currency linked certificates of deposit was a decrease to income of $27,000 in 2006.
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ITEM 4.  CONTROLS AND PROCEDURES.

The Company�s principal executive officer and principal financial officer have evaluated the effectiveness of the Company�s �disclosure controls
and procedures,� as such term is defined in Rule 13(a)-15(e) of the Securities Exchange Act of 1934, as amended, (the �Exchange Act�) as of the
end of the period covered by this quarterly report.  Based upon their evaluation, the principal executive officer and principal financial officer
have concluded that the Company�s disclosure controls and procedures are effective to ensure that information required to be disclosed by the
Company in the reports filed or submitted by it under the Exchange Act is recorded, processed, summarized and reported within the time periods
specified in the SEC�s rules and forms, and include controls and procedures designed to ensure that information required to be disclosed by the
Company in such reports is accumulated and communicated to the Company�s management, including its principal executive officer and
principal financial officer, as appropriate to allow timely decisions regarding required disclosure.

There has not been any change in our internal control over financial reporting, that occurred during the fiscal quarter covered by this report, that
has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II - OTHER INFORMATION

ITEM 1.     LEGAL PROCEEDINGS.

The Bancorp�s wholly-owned subsidiary, Cathay Bank, is a party to ordinary routine litigation from time to time incidental to various aspects of
its operations.  Management is not currently aware of any litigation that is expected to have a material adverse impact on the Company�s
consolidated financial condition, or the results of operations.

ITEM 1a.     RISK FACTORS.

There is no material change from risk factors as previously disclosed in the registrant�s 2005 Annual Report on Form 10-K in response to Item
1A. to Part I of Form 10-K.
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ITEM 2.     UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

ISSUER PURCHASES OF EQUITY SECURITIES

Period

(a) Total
Number of
Shares (or

Units)
Purchased

(b)
Average

Price
Paid per

Share (or Unit)

(c) Total
Number of
Shares (or

Units)
Purchased as

Part of
Publicly

Announced
Plans or

Programs

(d) Maximum
Number (or

Approximate
Dollar Value) of
Shares (or Units)
that May Yet Be
Purchased Under

the Plans or
Programs

Month #1 (January 1, 2006 - January 31,
2006) NONE 451,703
Month #2 (February 1, 2006 - February
28, 2006) NONE 451,703
Month #3 (March 1, 2006 - March 31,
2006) NONE 451,703
Total NONE 451,703
On March 18, 2005, the Company announced that its Board of Directors had approved a new stock repurchase program to buyback up to an
aggregate of one million shares of the Company�s common stock following the completion of the Company�s current stock buyback
authorization.  During 2005, the Company repurchased 548,297 shares for $18.3 million at an average price of $33.40.  No shares were
repurchased during the first quarter of 2006.  At March 31, 2006, 451,703 shares remain under the Company�s March 2005 stock buyback
authorization.

ITEM 3.     DEFAULTS UPON SENIOR SECURITIES.

Not applicable.

ITEM 4.     SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

Not applicable.

ITEM 5.     OTHER INFORMATION.

Not applicable.

ITEM 6.     EXHIBITS.

(i) Exhibit 31.1  Certification of the Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

(ii) Exhibit 31.2  Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

(iii) Exhibit 32.1  Certification of the Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

(iv) Exhibit 32.2  Certification of the Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

Cathay General Bancorp

(Registrant)

Date:  May 10, 2006 By: /s/ Dunson K. Cheng

Dunson K. Cheng
Chairman, President, and
Chief Executive Officer

Date:  May 10, 2006 By: /s/ Heng W. Chen

Heng W. Chen
Executive Vice President and
Chief Financial Officer
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