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PART |I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
WASHINGTON TRUST BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(Dollarsin thousands)

Unaudited
September 30, December 31,
2008 2007

Assets:

Cash and noninterest-bearing balances due from banks

$ 27,099 $ 30,817

Interest-bearing balances due from banks 588 1,973
Federal funds sold and securities purchased under resal e agreements 21,857 7,600
Other short-term investments 864 722
Mortgage loans held for sale 1,073 1,981
Securities available for sale, at fair value;
amortized cost $771,537 in 2008 and $750,583 in 2007 753,456 751,778
Federal Home Loan Bank stock, at cost 42,008 31,725
Loans:
Commercial and other 841,838 680,266
Residential real estate 618,329 599,671
Consumer 308,874 293,715
Total loans 1,769,041 1,573,652
Less allowance for loan losses 22,631 20,277
Net loans 1,746,410 1,553,375
Premises and equipment, net 24,314 25,420
Accrued interest receivable 10,980 11,427
Investment in bank-owned life insurance 42,714 41,363
Goodwill 56,117 50,479
I dentifiable intangible assets, net 10,461 11,433
Other assets 29,941 19,847

Total assets

$ 2,767,882 $ 2,539,940

Liabilities:
Deposits:
Demand deposits

$ 187,839 $ 175,542

NOW accounts 164,829 164,944
Money market accounts 298,106 321,600
Savings accounts 171,856 176,278
Time deposits 914,621 807,841
Total deposits 1,737,251 1,646,205
Dividends payable 2,824 2,677
Federal Home Loan Bank advances 747,430 616,417
Junior subordinated debentures 32,991 22,681
Other borrowings 30,439 32,560
Accrued expenses and other liabilities 32,185 32,887

Total liabilities

2,583,120 2,353,427

Shareholders Equity:

Common stock of $.0625 par val ue; authorized 30,000,000 shares;

issued 13,518,868 sharesin 2008 and 13,492,110 sharesin 2007 845 843
Paid-in capital 35,184 34,874
Retained earnings 163,809 154,647
Accumulated other comprehensive loss (12,570) (239)
Treasury stock, at cost; 95,635 sharesin 2008 and 137,652 sharesin 2007 (2,506) (3,612)

Total shareholders’ equity 184,762 186,513

Total liabilities and shareholders’ equity

$ 2,767,882 $ 2,539,940

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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WASHINGTON TRUST BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTSOF INCOME

(Dollarsand sharesin thousands,
except per shareamounts)

Unaudited
Three Months Nine Months
Periods ended September 30, 2008 2007 2008 2007
I nterest income:
Interest and fees on loans $ 25520 $ 25032 $ 748% $ 73,380
Interest on securities:
Taxable 8,504 7,565 25,222 23,196
Nontaxable 778 781 2,344 2,208
Dividends on corporate stock and Federal Home L oan Bank stock 407 669 1,516 2,072
Other interest income 128 275 318 650
Total interest income 35,337 34,322 104,296 101,506
Interest expense:
Deposits 9,884 13,140 31,031 39,332
Federal Home L oan Bank advances 8,011 5,243 23,104 15,323
Junior subordinated debentures 524 338 1,371 1,014
Other interest expense 274 291 863 730
Total interest expense 18,693 19,012 56,369 56,399
Net interest income 16,644 15,310 47,927 45,107
Provision for loan losses 1,100 300 2,950 900
Net interest income after provision for loan losses 15,544 15,010 44977 44,207
Noninterest income:
Wealth management services:
Trust and investment advisory fees 5,238 5,336 15,901 15,626
Mutual fund fees 1,383 1,386 4,169 4,000
Financial planning, commissions and other service fees 570 456 2,029 1,915
Wealth management services 7,191 7,178 22,099 21,541
Service charges on deposit accounts 1,215 1,214 3,583 3,559
M erchant processing fees 2,221 2,252 5,407 5,285
Income from bank-owned life insurance 452 376 1,352 1,166
Net gains on loan sales and commissions on loans originated for others 239 431 1,163 1,205
Net gains on securities - - 1,909 336
L osses on write-downs of investmentsto fair value (982) - (2,989) -
Other income 254 399 1,269 1,129
Total noninterest income 10,590 11,850 33,793 34,221
Noninterest expense:
Salaries and employee benefits 10,580 10,098 31,334 30,195
Net occupancy 1,123 1,021 3,325 3,076
Equipment 956 871 2,877 2,564
M erchant processing costs 1,857 1,916 4523 4,493
Outsourced services 700 556 2,078 1,610
Advertising and promotion 376 466 1,229 1,467
Legal, audit and professional fees 626 444 1,599 1,298
Amortization of intangibles 320 341 972 1,057
Debt prepayment penalties - - - 1,067
Other expenses 1,933 1,599 5,730 5,354
Total noninterest expense 18,471 17,312 53,667 52,181
Income before income taxes 7,663 9,548 25,103 26,247
Income tax expense 1,623 2,992 7,152 8,234
Net income 3 6,040 $ 6556 $ 17951 $ 18,013
Weighted average shares outstanding — basic 13,409.5 13,323.6 13,383.0 13,358.1
Weighted average shares outstanding — diluted 13,588.3 13,564.1 13,564.5 13,612.7
Per share information:
Basic earnings per share $ 045 $ 049 $ 134 $ 135
Diluted earnings per share $ 044 $ 048 $ 132 % 132
Cash dividends declared per share $ 021 % 020 $ 062 $ 0.60

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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WASHINGTON TRUST BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine months ended September 30,

(Dallarsin
thousands)

Unaudited

2008

2007

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:

$ 17951 $ 18,013

Provision for loan losses 2,950 900
Depreciation of premises and equipment 2,275 2,209
(Gain) loss on disposal/sale of premises and equipment (41) 23
Net amortization of premium and discount 692 466
Amortization of intangibles 972 1,057
Share-based compensation 407 427
Non-cash charitable contribution - 520
Earnings from bank-owned life insurance (1,352)  (1,166)
Net gainson loan sales (1,163)  (1,205)
Net gains on securities (1,909) (336)
L osses on write-downs of investmentsto fair value 2,989
Proceeds from sales of loans 47,396 47,313
Loans originated for sale (45,747)  (46,496)
Decrease (increase) in accrued interest receivable, excluding purchased interest 644 (731)
Increase in other assets (2,469) (1,2112)
(Decrease) increase in accrued expenses and other liabilities (1,243) 533
Other, net (6) (3)
Net cash provided by operating activities 22,346 20,313
Cash flows from investing activities:
Purchases of : M ortgage-backed securities available for sale (170,332) (143,774)
Other investment securities available for sale (1,025)  (39,290)
Other investment securities held to maturity - (12,882
Proceeds from sale of : Mortgage-backed securities available for sale - 47,938
Other investment securities available for sale 64,321 10,160
M ortgage-backed securities held for sale - 38,501
Other investment securities held to maturity - 21,698
Maturities and principal payments of: M ortgage-backed securities available for sale 70434 50,042
Other investment securities available for sale 13,976 14,957
M ortgage-backed securities held to maturity - 3,191
Other investment securities held to maturity - 20490
Purchase of Federal Home Loan Bank stock (10,283) -
Net increase in loans (167,605) (48,704)
Proceeds from sale of loans 18,047 -
Purchases of |oans, including purchased interest (46,324)  (5,841)
Proceeds from sale of premises and equipment, net of selling costs 1,433 -
Purchases of premises and equi pment (2,561)  (3,715)
Equity investment in capital trusts (310) -
Payment of deferred acquisition obligation (8,065)  (6,720)
Net cash used ininvesting activities (238,294)  (53,949)

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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WASHINGTON TRUST BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

Nine months ended September 30,

(Dollarsin thousands)

Unaudited
2008 2007

Cash flowsfrom financing activities:
Net increase (decrease) in deposits
Net increase in other borrowings
Proceeds from Federal Home Loan Bank advances
Repayment of Federal Home L oan Bank advances

91,046 (22,110)
305 22,518
795,421 532,463
(664,387)  (504,729)

Purchases of treasury stock, including deferred compensation plan activity 43 (5,211)
Net proceeds from the issuance of common stock under dividend reinvestment plan 596 -
Net proceeds from the exercise of stock options and issuance of other equity instruments 179 989
Tax benefit from stock option exercises and issuance of other equity instruments 199 723
Proceeds from the issuance of junior subordinated debentures, net of debt issuance costs 10,016 -
Cash dividends paid (8,174) (7,904)
Net cash provided by financing activities 225,244 16,739
Net increase (decrease) in cash and cash equivalents 9,296 (16,897)
Cash and cash equivalents at beginning of period 41,112 71,909

Cash and cash equivalents at end of period

50,408 $ 55,012

Noncash Investing and Financing Activities:
L oans charged off
Increase to deferred acquisition obligation
Net transfers from loans to property acquired through foreclosure or repossession
Held to maturity securities transferred to available for sale
Supplemental Disclosures:
Interest payments
Income tax payments

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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WASHINGTON TRUST BANCORP, INC. AND SUBSIDIARIES
CONDENSED NOTESTO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

General

Washington Trust Bancorp, Inc. (the “Bancorp”) is apublicly-owned registered bank holding company and financial holding company. The
Bancorp owns al of the outstanding common stock of The Washington Trust Company (the “Bank”), a Rhode Island chartered commercial
bank founded in 1800. Through its subsidiaries, the Bancorp offers a complete product line of financial services to individuals and
businesses including commercial, residential and consumer lending, retail and commercial deposit products, and wealth management
services through its offices in Rhode Island, Massachusetts and southeastern Connecticut, ATMs, and its Internet web site
(Www.washtrust.com).

(1) Basis of Presentation

The consolidated financial statements include the accounts of the Bancorp and its subsidiaries (collectively, the“Corporation” or
“Washington Trust”). All significant intercompany transactions have been eliminated. Certain prior period amounts have been reclassified
to conform to the current period's classification. Such reclassifications have no effect on previously reported net income or shareholders

equity.

The accounting and reporting policies of the Corporation conform to U.S. generally accepted accounting principles (“GAAP’) and to general
practices of the banking industry. In preparing the financial statements, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities as of the date of the balance sheet and revenues and expenses for the period. Actual
results could differ from those estimates. Material estimates that are particularly susceptible to near-term change are the determination of the
allowance for loan losses and the review of goodwill, other intangible assets and investments for impairment.

In the opinion of management, the accompanying consolidated financial statements reflect all adjustments (consisting of normal recurring
adjustments) and disclosures necessary to present fairly the Corporation’s financial position as of September 30, 2008 and December 31,
2007, respectively, and the results of operations and cash flows for the interim periods presented. Interim results are not necessarily
reflective of the results of the entire year. The unaudited consolidated financial statements of the Corporation presented herein have been
prepared pursuant to the rules of the Securities and Exchange Commission (“ SEC”) for quarterly reports on Form 10-Q and do not include al
of the information and note disclosures required by GAAP. The accompanying consolidated financial statements should be read in
conjunction with the audited consolidated financial statements and notes thereto included in Washington Trust Bancorp, Inc.’s Annual
Report on Form 10-K for the year ended December 31, 2007.

(2) New Accounting Pronouncements

In September 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 157, “Fair Value Measurements’ (“SFAS
No. 157"), which defines fair value, establishes a framework for measuring fair value and expands disclosures of fair vaue
measurements. SFAS No. 157 applies to the accounting principles that currently use fair value measurement and does not require any new
fair value measurements. The expanded disclosures focus on the inputs used to measure fair value as well as the effect of the fair value
measurements on earnings. SFAS No. 157 is effective as of the beginning of the first fiscal year beginning after November 15, 2007 and
interim periods within that fiscal year. The adoption of SFAS No. 157 for financial assets and liabilities did not have a material impact on the
Corporation’s financial position or results of operations. The required disclosures about fair value measurements for financia assets and
liabilities have been included in Note 10. In accordance with FASB Staff Position No. 157-2, “ Effective Date of FASB Statement No. 157, the
effective date of SFAS No. 157 as it applies to nonfinancial assets, such as goodwill, and nonfinancial liabilities has been delayed to
January 1, 2009. The Corporation is currently evaluating the impact that the adoption of SFAS No. 157 for nonfinancial assets and liabilities
will have on the Corporation’s financial position and results of operations. On October 10, 2008, the FASB issued FASB Staff Position
No. 157-3, “Determining the Fair Value of a Financial Asset When the Market of That Asset Is Not Active,” to clarify the application of
SFAS No. 157 in amarket that is not active. FASB Staff Position No. 157-3 was effective upon issuance, including prior periods for which
financial statements have not been issued. The Corporation complied with the guidance in FASB Staff Position No. 157-3 in determining the
fair value of its securities at September 30, 2008.
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WASHINGTON TRUST BANCORP, INC. AND SUBSIDIARIES (Continued)
CONDENSED NOTESTO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

In September 2006, the FASB issued SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other Post Retirement Plans
(an amendment of FASB Statements No. 87, 88, 106 and 132R)” (“SFAS No. 158”). The requirement to measure the plan’s assets and
obligations as of the employer’sfiscal year end was adopted effective January 1, 2008. The adoption of the measurement date provision of
SFAS No. 158 did not have amaterial impact on the Corporation’s financial position or results of operations. See further discussionin
Note 11.

The SEC released Staff Accounting Bulletin (“SAB”) No. 109 in November 2007. SAB No. 109 provides guidance on written loan
commitments that are accounted for at fair value through earnings. SAB No. 109 supersedes SAB No. 105, which provided guidance on
derivative loan commitments pursuant to SFAS No. 133, “Accounting for Derivative Instruments and Hedging Transactions’ (“SFAS
No 133"). SAB No. 105 stated that in measuring the fair value of a derivative loan commitment it would be inappropriate to incorporate the
expected net future cash flows related to the associated loan. SAB No. 109, consistent with the guidance in SFAS No. 156 and SFAS
No. 159, requires that expected net future cash flows related to the associated servicing of the loan be included in the measurement of all
written loan commitments that are accounted for at fair value through earnings. The guidance in SAB No. 109 is applied on a prospective
basis to derivative loan commitments issued or modified in fiscal quarters beginning after December 15, 2007. The adoption of SAB No. 109
did not have amaterial impact on the Corporation’s financial position or results of operations.

The SEC released SAB No. 110 in December 2007. SAB No. 110 provides guidance on the use of a"simplified" method, as discussed in SAB
No. 107, in developing an estimate of expected term of "plain vanilla' share options in accordance with SFAS No. 123 (revised 2004), “ Share-
Based Payment”. SAB No. 107 did not expect a company to use the simplified method for share option grants after December 31, 2007. At
the time SAB No. 107 was issued, the SEC believed that more detailed external information about employee exercise behavior (e.g., employee
exercise patterns by industry and/or other categories of companies) would, over time, become readily available to companies. The SEC
understands that such detailed information about employee exercise behavior may not be widely available by December 31, 2007.
Accordingly, the SEC will continue to accept, under certain circumstances, the use of the simplified method beyond December 31, 2007. The
adoption of SAB No. 110 did not have amaterial impact on the Corporation’s financial position or results of operations.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities” (“SFAS
No. 161"). SFAS No. 161 changes the disclosure requirements for derivative instruments and hedging activities. Entities are required to
provide enhanced disclosures about (1) how and why an entity uses derivative instruments, (2) how derivative instruments and related
hedge items are accounted for under SFAS No. 133 and its related interpretations, and (3) how derivative instruments and related hedged
items affect an entity’sfinancial position, financial performance and cash flows. SFAS No. 161 iseffective for financial statementsissued for
fiscal years and interim periods beginning after November 15, 2008, with early adoption encouraged. SFAS No. 161 encourages but does not
require comparative disclosures for earlier periods at initial adoption. The Corporation will provide the additional disclosures necessary
upon the adoption of SFASNo. 161.

In May 2008, the FASB issued SFAS No. 162, “The Hierarchy of Generally Accepted Accounting Principles’ (“SFAS No. 162"). SFAS
No. 162 identifies the sources of accounting principles and the framework for selecting the principles to be used in the preparation of
financial statements of nongovernmental entities that are presented in conformity with GAAP. The current GAAP hierarchy is set forth in
the American Institute of Certified Public Accountants Statement on Auditing Standards No. 69, “The Meaning of Present Fairly in
Conformity With Generally Accepted Accounting Principles.” The FASB has concluded that the GAAP hierarchy should reside in the
accounting literature established by the FASB and issued SFAS No. 162 to achieve that result. SFAS No. 162 is effective 60 days following
the SEC's approval of the Public Company Accounting Oversight Board amendments to Interim Auditing Standards AU Section 411, “The
Meaning of Present Fairly in Conformity With Generally Accepted Accounting Principles’. The FASB does not expect that SFAS No. 162
will result in achangein current practice.
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WASHINGTON TRUST BANCORP, INC. AND SUBSIDIARIES (Continued)
CONDENSED NOTESTO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

(3) Securities
Securities are summarized as follows:

(Dollarsin thousands)

Amortized Unrealized Unredlized Fair

September 30, 2008 Cost Gains L osses Vaue
Securities Availablefor Sale:
U.S. Treasury obligations and obligations

of U.S. government-sponsored agencies $ 76,013 $ 1949 $ - 3 77,962
M ortgage-backed securitiesissued by U.S.

government and government-sponsored agencies 568,495 2,385 (4,904) 565,976
States and political subdivisions 80,685 34 (4,091) 76,628
Trust preferred securities 37,985 = (12,201) 25,784
Corporate bonds 1,748 - (14) 1,734
Common stock 1,458 350 (36) 1,772
Perpetual preferred stocks 5,153 - (1,553) 3,600
Total securities available for sale $ 771537 $ 4718 $ (22,799) $ 753,456
(Dollarsin thousands)

Amortized Unrealized Unredlized Fair

December 31, 2007 Cost Gains L osses Vaue
Securities Available for Sale:
U.S. Treasury obligations and obligations

of U.S. government-sponsored agencies $ 136,721 $ 2888 $ (100 $ 139,599
M ortgage-backed securitiesissued by U.S.

government and government-sponsored agencies 469,197 2,899 (2,708) 469,388
States and political subdivisions 80,634 499 (239) 80,894
Trust preferred securities 37,995 = (3,541) 34,454
Corporate bonds 13,940 161 - 14,101
Common stocks 3,931 2,850 = 6,781
Perpetual preferred stocks 8,165 - (1,604) 6,561
Total securities available for sale $ 750583 $ 9297 $ (8,102) $ 751,778

Securities available for sale with afair value of $667.8 million and $592.7 million were pledged in compliance with state regulations concerning
trust powers and to secure Treasury Tax and Loan deposits, borrowings, and certain public deposits at September 30, 2008 and December 31,
2007, respectively. In addition, securities available for sale with afair value of $7.4 million and $8.4 million were collateralized for the discount
window at the Federal Reserve Bank at September 30, 2008 and December 31, 2007, respectively. There were no borrowings with the Federal
Reserve Bank at either date. Securities available for sale with afair value of $8.8 million and $1.9 million were designated in rabhi trusts for
nonqudlified retirement plans at September 30, 2008 and December 31, 2007, respectively. As of September 30, 2008 and December 31, 2007,
securities available for sale with a fair value of $521 thousand and $532 thousand, respectively, were pledged as collateral to secure certain
interest rate swap agreements.

During the nine months ended September 30, 2008, impairment charges of $3.0 million were recognized on equity security perpetual preferred
stock holdingsissued by FHLMC, FNMA and two other corporate issuers that were deemed to be other-than-temporarily impaired based on
an analysis of the financial condition and operating outlook of the issuers. These charges were reported in losses on write-downs of
investments to fair value in the Consolidated Statements of Income for the nine months ended September 30, 2008.
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CONDENSED NOTESTO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

The following table summarizes temporarily impaired securities as of September 30, 2008, segregated by length of time the securities have
been in a continuous unrealized loss position.

(Dollars in thousands) Less than 12 Months 12 Months or Longer Tota
Fair Unredlized Fair Unrealized Fair Unredlized
At September 30, 2008 # Value Losses # Value Losses # Vaue Losses

Mortgage-backed securities
issued by U.S. government and

government-sponsored agencies 60 $254,991 $ 2,453 25 $ 62950 $ 2451 85 $317,941 $ 4,904
States and

political subdivisions 0 64,702 3,273 8 8,836 818 98 73,538 4,001
Trust preferred securities - - - 13 25,784 12,201 13 25,784 12,201
Corporate bonds 1 1,734 14 - - - 1 1,734 14
Subtotal, debt securities 151 321,427 5,740 46 97,570 15,470 197 418,997 21,210
Common stock 2 1,341 36 - - - 2 1,341 36
Perpetual preferred stock 1 1,000 710 6 2,511 843 7 3,511 1,553
Subtotal, equity securities 3 2,341 746 6 2,511 843 9 4,852 1,589
Total temporarily

impaired securities 154 $323,768 $ 6,486 52 $100,081 $ 16,313 206 $423849 $ 22,799

The following table summarizes temporarily impaired securities as of December 31, 2007, segregated by length of time the securities have
been in a continuous unrealized | oss position.

(Dallars in thousands) Less than 12 Months 12 Months or Longer Total
Fair Unrealized Fair Unrealized Fair Unreadlized
At December 31, 2007 #  Vaue L osses # Vaue L osses # Vaue L osses

U.S. Treasury obligations

and obligations of U.S. government-

sponsored agencies 1 $ 69% $ 1 1 $ 3990 $ 9 2 $10986 $ 10
Mortgage-backed securities

issued by U.S. government and

government-sponsored agencies 22 108,630 1,028 46 110,348 1,680 68 218,978 2,708
States and

political subdivisions 13 12,402 128 10 7,681 111 23 20,083 239
Trust preferred securities 8 23,167 2,769 5 11,287 772 13 34,454 3,541
Subtotal, debt securities 44 151,195 3,926 62 133,306 2,572 106 284,501 6,498
Perpetual preferred stock 5 5,258 1,495 4 1,304 233 9 6,562 1,728
Total temporarily

impaired securities 49 $156453 $ 5421 66 $134,610 $ 2,805 115 $291,063 $ 8,226

Unrealized losses on debt securities generally occur as aresult of increasesin interest rates since the time of purchase, astructural changein
an investment or from deterioration in credit quality of the issuer. Management evaluates impairments in value whether caused by adverse
interest rates or credit movementsto determineif they are other-than-temporary.

In accordance with applicable accounting literature, Washington Trust must, in addition to other criteria, demonstrate an ability and intent to
hold temporarily impaired securities until full recovery of their cost basis to classify such losses as temporary. Management uses both
internal and external information sources to arrive at the most informed decision. This quantitative and qualitative assessment begins with a
review of general market conditions and changes to market conditions, credit, investment performance and structure since the prior review
period. The ability to hold temporarily impaired securities will involve a number of factors, including: forecasted recovery period based on
average life and Washington Trust's capital, earnings and cash flow positions, among other things. Washington Trust
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currently intends to hold all temporarily impaired securities to full recovery of the cost basis, which may be until maturity.

Management assesses a variety of factorsin determining if animpairment is other than temporary, including but not limited to, the likelihood
of and probable time horizon for recovery of the cost basis, including analyst forecasts, earnings assumptions and other company specific or
sector financia performance metrics.

Debt securitiesin an unrealized loss position at September 30, 2008 consisted of 197 debt security holdings. The majority of the loss for debt
securities reported in an unrealized loss position at September 30, 2008 was concentrated in variable rate trust preferred securities issued by
financial services companiesand in U.S. agency or government-sponsored agency mortgage-backed securities.

Included in debt securities in an unrealized loss position at September 30, 2008 were 13 trust preferred security holdings. These holdings
represent seven individual name issuers in the financia industry, including, where applicable, the impact of mergers and acquisitions of
issuers subsequent to original purchase, and two pooled trust preferred securities in the form of collateralized debt obligations. The
aggregate unrealized losses on the 13 trust preferred holdings amounted to $12.2 million, or 32% of amortized cost, as of September 30,
2008. Management believes the September 30, 2008 temporary impairment on trust preferred securities, including the pooled trust preferred
holdings, was not a function of underlying credit issues associated with the issuers of the debt obligations and primarily reflected increased
investor concerns beginning in the latter part of 2007 and continuing into 2008 about recent losses in the financial services industry related
to sub-prime lending and sub-prime exposure. These concerns resulted in a substantial decrease in market liquidity and increased risk
premiums for securities in this sector. Credit spreads for issuers in this sector widened substantially during recent months, causing prices
for these securities holdings to decline. As recently as September 30, 2007, the aggregate unrealized loss position of the 13 trust preferred
holdings was 6.3% of amortized cost and the aggregate unrealized loss position at December 31, 2007 was 9.3% of amortized cost for these
holdings. The largest unrealized loss dollar amount of any single individual name issuer was $2.0 million, or 21% of its amortized cost, at
September 30, 2008. As of September 30, 2008, the amortized cost and fair value of the two pooled trust preferred holdings was $7.5 million
and $3.0 million, respectively. The pooled trust preferred holdings consist of trust preferred obligations of banking industry companies and,
to alesser extent, insurance industry companies. Valuations of the pooled trust preferred holdings are also dependent in part on cash flows
from underlying issuers. Unexpected cash flow disruptions could have an adverse impact on the fair value and performance of these pooled
trust preferred securities. For both of its pooled trust preferred holdings, Washington Trust's investment is senior to one or more
subordinated tranches which have first loss exposure. As part of management’s evaluation to determine if impairment is other-than-
temporary, management prepared an analysis consistent with EITF 99-20, "Recognition of Interest Income and Impairment on Purchased
Beneficial Interests and Beneficial Interests that Continue to Be Held by a Transferor in Securitized Assets", and concluded that there was
no adverse change in cash flows on these two pooled trust preferred securities. All individual name trust preferred debt securities and the
respective tranche of the pooled trust preferred securities held in our portfolio continue to accrue and make payments as expected, and all
have credit ratings at or above investment grade minimums. Washington Trust has the ability and intent to hold these securities to full
recovery of the cost basis and management does not consider these investments to be other-than-temporarily impaired at thistime.

The unrealized losses on U.S. agency or government-sponsored agency mortgage-backed securities was concentrated in securities
purchased during 2003 and 2004, during which time interest rates were at or near historical lows. The fair value for these and the state and
municipal holdings included in this analysis have declined due to a combination of factors, including the relative increase in short and
medium term interest rates since the time of purchase, decreased liquidity and rising risk premiums for credit-sensitive securities, and
downgrades in credit ratings for municipal bond insurers. The largest unrealized loss percentage amount on any holding in these categories
was 8.75% of its amortized cost at September 30, 2008. Management believes that the nature and duration of impairment on these debt
security holdings are afunction of changesin investment spreads and interest rate movements. Washington Trust has the ability and intent
to hold these securities to full recovery of the cost basis and management does not consider these investments to be other-than-temporarily
impaired.

The equity securities in an unrealized loss position at September 30, 2008 consisted of 9 holdings of financial and commercial entities with
unrealized losses of $1.6 million, or 25% of their aggregate cost. During the nine months
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ended September 30, 2008, Washington Trust recorded $3.0 million in impairment charges on perpetual preferred stock
holdings issued by FHLMC, FNMA and two other corporate issuers, based on an analysis of the financia condition and
operating outlook of the issuers. As of September 30, 2008, the Corporation had 2 perpetual preferred stock holdings of
FHLMC and FNMA with a total fair value and carrying value of $89 thousand and 7 perpetual preferred stock holdings of
financial and utility companies with a total fair value of $3.5 million and unrealized losses of $1.6 million. In October 2008,
the SEC’s Office of the Chief Accountant, after consultation and concurrence with the FASB, concluded that the assessment
of other-than-temporary impairment of perpetua preferred securities for third quarter filings made after October 14, 2008
can be made using an impairment model (including an anticipated recovery period) similar to a debt security provided there
has been no evidence of a deterioration in credit of the issuer. Washington Trust complied with this guidance in it ’s
evaluation of other-than-temporary impairment of perPetuaJ preferred stocks. Causes of conditions whereby the fair value of
equity securities is less than cost include the timing of purchases and changes in vauation specific to individual industries or
issuers. The relationship between the level of market interest rates and the dividend rates paid on individual equity securities
may also be a contributing factor. Management believes that a portion of the September 30, 2008 temporary impairment on
its equity securities holdings was not a function of the financial condition and operating outlook of the issuers and reflected
increased investor concerns beginning in the latter part of 2007 and continuing into 2008 about recent losses in the financia
services industry related to sub-prime lending and sub-prime exposure. These concerns resulted in greater volatility in
market prices for both common and preferred stocks in this market sector. Washi ggton Trust has the ability and intent to
hold these investments to full recovery of the cost basis and considers the unrealized losses on these equity securities to be
temporary.

Further deterioration in credit quality of the companies backing the securities and/or a continuation of the current imbalancesin liquidity that

exist in the marketplace may further effect the fair value of these securities and increase the potential that certain unrealized losses be
designated as other than temporary in future periods and the Corporation may incur additional write-downs.
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(4) Loan Portfolio
Thefollowing isasummary of loans:

(Dollarsin thousands) September 30, 2008 December 31, 2007
Amount % Amount %
Commercial:
Mortgages (1) $ 394,085 22% $ 278,821 18%
Construction and development (2) 51,592 3% 60,361 4%
Other (3) 396,161 23% 341,084 21%
Total commercial 841,838 48% 680,266 43%
Residential real estate:
Mortgages (4) 604,205 34% 588,628 37%
Homeowner construction 14,124 1% 11,043 1%
Total residential real estate 618,329 35% 599,671 38%
Consumer:
Home equity lines 158,837 9% 144,429 9%
Home equity loans 93,690 5% 99,827 6%
Other 56,347 3% 49,459 4%
Total consumer 308,874 17% 293,715 19%
Total loans (5) $ 1,769,041 100% $ 1,573,652 100%

(1) Amortizing mortgages, primarily secured by income producing property.

(2) Loans for construction of residential and commercial properties and for land devel opment.

(3) Loansto businesses and individuals, a substantial portion of which are fully or partially collateralized by real estate.

(4) A substantial portion of these loansis used as qudlified collateral for Federal Home Loan Bank borrowings (See Note 7 for additional discussion of
Federal Home Loan Bank borrowings).

(5) Includes net deferred loan origination costs of $10 thousand and net discounts on purchased loans of $296 thousand at September 30, 2008, compared
to net deferred fees of $100 thousand and net premiums on purchased loans of $297 thousand at December 31, 2007.

Nonaccrual Loans

The balance of loans on nonaccrual status as of September 30, 2008 was $6.7 million, compared to $4.3 million at December 31, 2007. The
$2.4 million increase in nonaccrual loans was largely due to certain commercial loan relationships moving into the non-accruing loan
classification.

(5) Allowance for Loan L osses
Thefollowing isan analysis of the allowance for |oan losses:

(Dollarsin thousands)

Three months Nine months
Periods ended September 30, 2008 2007 2008 2007
Balance at beginning of period $ 21,963 19327 $ 20277 $ 18,894
Provision charged to expense 1,100 300 2,950 900
Recoveries of loans previously charged off 60 27 222 231
Loans charged off (492 (182) (818) (553)
Balance at end of period $ 22631 $ 19472 $ 22631 $ 19472
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(6) Goodwill and Other Intangibles
The changesin the carrying value of goodwill and other intangible assets for the nine months ended September 30, 2008 are as follows:

Goodwill
(Dollarsin thousands) Wealth
Commercial Management

Banking Service

Segment Segment Total
Balance at December 31, 2007 $ 22591 $ 27,888 $ 50,479
Additionsto goodwill during the period - 5,638 5,638
Impairment recogni zed — - -
Balance at September 30, 2008 $ 22591 $ 33526 $ 56,117

The Stock Purchase Agreement for the August 2005 acquisition of Weston Financial Group, Inc. (“Weston Financial”) provides for the
payment of contingent purchase price amounts based on operating results in each of the years in the three-year earn-out period ending
December 31, 2008. During the third quarter of 2008, the Corporation recognized a liability of $5.6 million, with a corresponding increase to
goodwill, representing the amounts earned under the terms of the Stock Purchase Agreement.

Other Intangible Assets

(Dollarsin thousands) Core Deposit Advisory Non-compete

Intangible Contracts Agreements Tota
Balance at December 31, 2007 $ 510 $ 10,743 $ 180 $ 11,433
Amortization 90 845 37 972
Balance at September 30, 2008 $ 420 $ 9898 $ 143 $ 10,461

Amortization of intangible assets for the nine months ended September 30, 2008 totaled $972 thousand. Estimated annual amortization
expense of current intangible assets with finite useful lives, absent any impairment or change in estimated useful lives, is summarized below.

(Dollarsin thousands)

Core Advisory Non-compete

Estimated amortization expense: Deposits Contracts Agreements Total
2008 (full year) $ 120 $ 1111 $ 49 $ 1,280
2009 120 1,040 49 1,209
2010 120 922 49 1,001
2011 120 768 33 921
2012 30 727 = 757
The components of intangible assets at September 30, 2008 are as follows:
(Dollarsin thousands) Core Advisory Non-compete

Deposits Contracts Agreements Tota
Gross carrying amount $ 2997 $ 13,657 $ 1,147 $ 17,801
Accumulated amortization 2,577 3,759 1,004 7,340
Net amount $ 420 $ 9898 $ 143 $ 10,461
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(7) Borrowings
Federal Home L oan Bank Advances
Advances payabl e to the Federal Home Loan Bank (“FHLB”) are summarized asfollows:

(Dollarsin thousands) September 30,  December 31,
2008 2007
FHLB advances $ 747430 $ 616,417

In addition to outstanding advances, the Corporation also has access to an unused line of credit amounting to $8.0 million at September 30,
2008. Under an agreement with the FHLB, the Corporation is required to maintain qualified collateral, free and clear of liens, pledges, or
encumbrances that, based on certain percentages of book and market values, has a value equal to the aggregate amount of the line of credit
and outstanding advances (“FHLB borrowings’). The FHLB maintains a security interest in various assets of the Corporation including, but
not limited to, residential mortgages loans, U.S. government or agency securities, U.S. government-sponsored agency securities, and
amounts maintained on deposit at the FHLB. The Corporation maintained qualified collateral in excess of the amount required to collateralize
the line of credit and outstanding advances at September 30, 2008. Included in the collateral were securities available for sale with a fair
value of $524.7 million and $476.8 million that were specifically pledged to secure FHLB borrowings at September 30, 2008 and December 31,
2007, respectively. Unlessthereisan event of default under the agreement with the FHL B, the Corporation may use, encumber or dispose of
any portion of the collateral in excess of the amount required to secure FHLB borrowings, except for that collateral that has been specifically
pledged.

Junior Subordinated Debentures
Junior subordinated debentures are summarized as follows:

(Dollarsin thousands) September 30, December 31,
2008 2007
Junior subordinated debentures $ 32991 $ 22,681

In April 2008, the Bancorp sponsored the creation of Washington Preferred Capital Trust (“Washington Preferred”). Washington Preferred
is a Delaware statutory trust created for the sole purpose of issuing trust preferred securities and investing the proceeds in junior
subordinated debentures of the Bancorp. The Bancorp isthe owner of all of the common securities of Washington Preferred. In accordance
with FASB Interpretation 46-R, “Consolidation of Variable Interest Entities—Revised”, Washington Preferred will be treated as an
unconsolidated subsidiary. The common stock investment in the statutory trust will be included in“Other Assets’ in the Consolidated
Balance Sheet.

On April 7, 2008, Washington Preferred issued $10 million of trust preferred securities (“ Capital Securities’) in a private placement to two
institutional investors pursuant to an applicable exemption from registration. The Capital Securities mature in June 2038, are redeemable at
the Bancorp’s option beginning after five years, and require quarterly distributions by Washington Preferred to the holder of the Capital
Securities, at a rate of 6.2275% until June 15, 2008, and resets quarterly thereafter at a rate equa to the three-month LIBOR rate plus
3.50%. The Bancorp has guaranteed the Capital Securities and, to the extent not paid by Washington Preferred, accrued and unpaid
distributions on the Capital Securities, aswell as the redemption price payable to the Capital Securities holders. The proceeds of the Capital
Securities, along with the proceeds of $310 thousand from the issuance of common securities by Washington Preferred to the Bancorp, were
used to purchase $10,310,000 of the Bancorp's junior subordinated deferrable interest notes (the “Washington Preferred Debentures”) and
constitute the primary asset of Washington Preferred. The Bancorp will use the proceeds from the sale of the Washington Preferred
Debentures for general corporate purposes. Like the Capital Securities, the Washington Preferred Debentures bear interest at a rate of
6.2275% until June 15, 2008, and resets quarterly thereafter at a rate equal to the three-month LIBOR rate plus 3.50%. The Washington
Preferred Debentures mature on June 15, 2038, but may be redeemed at par at the Bancorp’s option, subject to the approval of the applicable
banking regulator to the extent required under applicable guidelines or policies, at any time on or after June 15, 2013, or upon the occurrence
of certain specia qualifying events.
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Other Borrowings
Thefollowing isasummary of other borrowings:

(Dollarsin thousands) September 30, December 31,
2008 2007
Treasury, Tax and Loan demand note balance $ 2972 % 2,793
Deferred acquisition obligations 7,605 9,884
Securities sold under repurchase agreements 19,500 19,500
Other 362 383
Other borrowings $ 30439 $ 32,560

The Stock Purchase Agreement for the August 2005 acquisition of Weston Financial provides for the payment of contingent purchase price
amounts based on operating results in each of the years in the three-year earn-out period ending December 31, 2008. Contingent payments
are added to goodwill and recorded as deferred acquisition liabilities at the time the payments are determinable beyond a reasonable
doubt. Deferred acquisition obligations amounted to $7.6 million and $9.9 million at September 30, 2008 and December 31, 2007,
respectively. During the third quarter of 2008, the Corporation recognized a liability of $5.6 million, representing the amounts earned under
the terms of the Stock Purchase Agreement. In the first quarter of 2008 the Corporation paid approximately $8.1 million, which represented
the 2007 earn-out payment.

(8) Shareholders’ Equity

Stock Repur chase Plan:

The Corporation’s 2006 Stock Repurchase Plan authorizes the repurchase of up to 400,000 shares of the Corporation’s common stock in
open market transactions. There were no shares repurchased under the Corporation’s 2006 Stock Repurchase Plan during the nine months
ended September 30, 2008. As of September 30, 2008, a cumulative total of 185,400 shares have been repurchased at a total cost of
$4.8 million.

Pursuant to the Amended and Restated Nonqualified Deferred Compensation Plan (“Deferred Compensation Plan”), 3,423 shares were
acquired during the nine months ended September 30, 2008.
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Regulatory Capital Reguirements:

The following table presents the Corporation’s and the Bank’s actual capital amounts and ratios at September 30, 2008 and December 31,
2007, aswell asthe corresponding minimum and well capitalized regulatory amounts and ratios:

To Be Well Capitalized

For Capital Adequacy Under Prompt Corrective
(Dollars in thousands) Actua Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio
As of September 30, 2008:
Total Capital (to Risk-Weighted Assets):
Corporation $ 187,468 10.45% $ 143,477 8.00% $ 179,346 10.00%
Bank $ 193,878 10.82% $ 143,350 8.00% $ 179,188 10.00%
Tier 1 Capital (to Risk-Weighted Assets):
Corporation $ 165,043 9.20% $ 71,738 4.00% $ 107,608 6.00%
Bank $ 171,473 9.57% $ 71,675 4.00% $ 107,513 6.00%
Tier 1 Capital (to Average Assets): (1)
Corporation $ 165,043 6.10% $ 108,185 4.00% $ 135,232 5.00%
Bank $ 171,473 6.34% $ 108,103 4.00% $ 135,129 5.00%
As of December 31, 2007:
Total Capital (to Risk-Weighted Assets): $ 167,061 10.39% $ 128,648 8.00% $ 160,810 10.00%
Corporation $ 174,750 10.87% $ 128,574 8.00% $ 160,717 10.00%
Bank
Tier 1 Capital (to Risk-Weighted Assets): $ 146,393 9.10% $ 64,324 4.00% $ 96,486 6.00%
Corporation $ 154,093 9.59% $ 64,287 4.00% $ 96,430 6.00%
Bank
Tier 1 Capital (to Average Assets): (1) $ 146,393 6.09% $ 96,088 4.00% $ 120,110 5.00%
Corporation $ 154,093 6.42% $ 96,042 4.00% $ 120,053 5.00%
Bank

(1) Leverageratio

As of September 30, 2008, Bancorp has sponsored the creation of three statutory trusts for the sole purpose of issuing trust preferred
securities and investing the proceeds in junior subordinated debentures of the Bancorp. In accordance with FASB Interpretation 46-R,
“Consolidation of Variable Interest Entities— Revised” (“FIN 46-R"), these statutory trusts created by Bancorp are not consolidated into the
Corporation’s financial statements; however, the Corporation reflects the amounts of junior subordinated debentures payable to the
preferred shareholders of statutory trusts as debt in itsfinancial statements. Thetrust preferred securities qualify as Tier 1 capital.

The Corporation’'s capital ratios at September 30, 2008 place the Corporation in the “well-capitalized” category according to regulatory
standards. On March 1, 2005, the Federal Reserve Board issued a final rule that would retain trust preferred securities in Tier 1 capital of
bank holding companies, but with stricter quantitative limits and clearer standards. Under the proposal, after a five-year transition period
that would end on March 31, 2009, the aggregate amount of trust preferred securities would be limited to 25% of Tier 1 capital elements, net
of goodwill. The Corporation has evaluated the potential impact of such a change on its Tier 1 capital ratio and has concluded that the
regulatory capital treatment of the trust preferred securitiesin the Corporation’ stotal capital ratio would be unchanged.

On October 2, 2008, Washington Trust announced that it had issued 2.5 million shares in a private placement of its common stock with net
proceeds of approximately $47 million. See Note 17 for additional disclosure on the capital issuance.

(9) Financial Instruments with Off-Balance Sheet Risk and Derivative Financial I nstruments

The Corporation is a party to financial instruments with off-balance sheet risk in the normal course of business to meet the financing needs
of its customers and to manage the Corporation's exposure to fluctuations in interest rates. These financial instruments include
commitments to extend credit, standby letters of credit, financial guarantees, interest rate swap agreements and commitments to originate and
commitmentsto sell fixed rate mortgage loans. These instrumentsinvolve, to varying degrees, elements of credit risk in excess of the amount
recognized in the Corporation’s Consolidated Balance Sheets. The contract or notional amounts of these instruments reflect the extent of
involvement the Corporation has in particular classes of financial instruments. The Corporation uses the same credit policiesin
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making commitments and conditional obligations as it does for on-balance sheet instruments. The contractual and notional
amounts of financia instruments with off-balance sheet risk are as follows:
September 30, December 31,
(Dollarsin thousands) 2008 2007
Financial instruments whose contract amounts represent credit risk:
Commitmentsto extend credit:

Commercia loans $ 166,531 $ 149,465
Home equity lines 178,652 176,284
Other loans 27,580 20,770
Standby letters of credit 7,656 8,048

Financial instruments whose notional amounts exceed the amount of credit risk:
Forward loan commitments:

Commitments to originate fixed rate mortgage loans to be sold 3,299 3,495

Commitmentsto sell fixed rate mortgage loans 4,372 5,472
Customer related derivative contracts:

Interest rate swaps with customers 14,048 3,850

Mirror swaps with counterparties 14,048 3,850
Interest rate risk management contract:

Interest rate swap 10,000 -

Commitmentsto Extend Credit

Commitments to extend credit are agreements to lend to a customer as long as there are no violations of any conditions established in the
contract. Commitments generally have fixed expiration dates or other termination clauses and may require payment of afee. Since some of
the commitments are expected to expire without being drawn upon, the total commitment amounts do not necessarily represent future cash
requirements. Each borrower’s creditworthiness is evaluated on a case-by-case basis. The amount of collateral obtained is based on
management’s credit evaluation of the borrower.

Standby L ettersof Credit

Standby letters of credit are conditional commitments issued to guarantee the performance of a customer to a third party. The credit risk
involved in issuing letters of credit is essentially the same as that involved in extending loan facilities to customers. Under the standby
letters of credit, the Corporation is required to make payments to the beneficiary of the letters of credit upon request by the beneficiary
contingent upon the customer’s failure to perform under the terms of the underlying contract with the beneficiary. Standby letters of credit
extend up to five years. At September 30, 2008 and December 31, 2007, the maximum potential amount of undiscounted future payments, not
reduced by amounts that may be recovered, totaled $7.7 million and $8.0 million, respectively. At September 30, 2008 and December 31, 2007,
there was no liability to beneficiaries resulting from standby letters of credit. Fee income on standby letters of credit for the nine months
ended September 30, 2008 and 2007 was insignificant.

At September 30, 2008, a substantial portion of the standby letters of credit were supported by pledged collateral. The collateral obtained is
determined based on management’s credit evaluation of the customer. Should the Corporation be required to make payments to the
beneficiary, repayment from the customer to the Corporation isrequired.

Interest Rate Risk Management Agreements

Interest rate swaps are used from time to time as part of the Corporation’sinterest rate risk management strategy. Swaps are agreementsin
which the Corporation and another party agree to exchange interest payments (e.g., fixed-rate for variable-rate payments) computed on a
notional principal amount. The credit risk associated with swap transactionsis the risk of default by the counterparty. To minimize thisrisk,
the Corporation entersinto interest rate agreements only with highly rated counterparties that management believesto be creditworthy. The
notional amounts of these agreements do not represent amounts exchanged by the parties and, thus, are not a measure of the potential loss
exposure.

In April 2008, the Bancorp entered into an interest rate swap contract with a notional amount of $10 million to hedge the interest rate risk
associated with $10 million of the variable rate junior subordinated debentures. See additional
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disclosure in Note 7. The interest rate swap contract matures in 2013. At inception, the swap was intended to convert the
debt from variable rate to fixed rate and qualify for cash flow hedge accounting under SFAS No. 133. In September 2008,
the hedging relationship was no longer highly effective due to changes in the creditworthiness of the counterparty to the
derivative. As aresult, cash flow hedge accounting has been discontinued prospectively. The fair value of this interest rate
swap contract amounted to $43 thousand at September 30, 2008 and was reported In other assets on the consolidated
balance sheet. The net gain on the swap recorded in accumulated other comprehensive income/loss, net of taxes as of the
date of discontinuance amounted to $30 thousand. This amount will be subsequently reclassified into interest expense as a
yield adjustment in the same period in which the related interest on the variable rate debentures affect earnings. All
subsequent changes in fair value of the interest rate swap will be recognized directly in earnings as interest expense.

The Corporation has entered into interest rate swap contracts to help commercial loan borrowers manage their interest rate risk. The interest
rate swap contracts with commercial loan borrowers alow them to convert floating rate loan paymentsto fixed rate loan payments. When we
enter into an interest rate swap contract with a commercial 1oan borrower, we simultaneously enter into a“mirror” swap contract with athird
party. The third party exchanges the client’s fixed rate loan payments for floating rate loan payments. We retain the risk that is associated
with the potential failure of counterparties and inherent in making loans.

At September 30, 2008 and December 31, 2007, Washington Trust had interest rate swap contracts with commercial loan borrowers with
notiona amounts of $14.0 million and $3.850 million, respectively, and equal amounts of “mirror” swap contracts with third-party financial
institutions. These interest rate swap contracts are carried at fair value with changes recorded as a component of other noninterest
income. The fair values of the interest rate swap contracts with commercial loan borrowers amounted to $147 thousand as of September 30,
2008 and $60 thousand as of December 31, 2007. The fair values of the “mirror” swap contracts with third-party financial institutions totaled
$153 thousand as of September 30, 2008 and $60 thousand as of December 31, 2007. For the nine months ended September 30, 2008, other
noninterest income included net gains on customer related interest rate swap contracts of $121 thousand. Washington Trust did not engage
in such interest rate swap contracts during the nine months ended September 30, 2007.

Forward L oan Commitments

Interest rate lock commitments are extended to borrowers that relate to the origination of readily marketable mortgage loans held for sale. To
mitigate the interest rate risk inherent in these rate locks, as well as closed mortgage loans held for sale, best efforts forward commitments are
established to sell individual mortgage loans. Commitments to originate and commitments to sell fixed rate mortgage loans are derivative
financial instruments. Accordingly, the fair value of these commitmentsis recognized in other assets and other liabilities on the consolidated
balance sheet and the changesin fair value of such commitments are recorded in current earningsin the consolidated income statement. The
carrying value of such commitments as of September 30, 2008 and December 31, 2007 and the respective changes in fair values for the nine
months ended September 30, 2008 and 2007 were insignificant.

(10) Fair Value Measurements

Effective January 1, 2008, the Corporation adopted SFAS No. 157 for financial assets and liabilities. The effective date of SFAS No. 157, asit
applies to nonfinancial assets and liabilities, has been delayed to January 1, 2009. SFAS No. 157 defines fair value, establishes a framework
for measuring fair value and expands disclosure requirements about fair value measurements. SFAS No. 157, among other things,
emphasizes that fair value is a market-based measurement, not an entity-specific measurement, and states that a fair value measurement
should be determined based on the assumptions the market participants would usein pricing the asset or liability. Inaddition, SFAS No. 157
specifies a hierarchy of valuation techniques based on whether the types of valuation information (“inputs’) are observable or
unobservable. Observable inputs reflect market data obtained from independent sources, while unobservable inputs reflect the
Corporation’s market assumptions. These two types of inputs have created the following fair value hierarchy:

o Level 1—Quoted pricesfor identical assetsor liabilitiesin active markets.

o Level 2— Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or similar assets or liabilitiesin
inactive markets, and model-derived valuations in which all significant inputs and significant value drivers are observable in active
markets.
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e Level 3— Valuations derived from valuation techniques in which one or more significant inputs or significant value drivers are
unobservable in the markets and which reflect the Corporation’s market assumptions.

The Corporation uses fair value measurements to record fair value adjustments to certain assets and liabilities and to determine fair value
disclosures. Securities available for sale and derivatives are recorded at fair value on arecurring basis. Additionally, from time to time, we
may be required to record at fair value other assets on a nonrecurring basis, such as loans held for sale, collateral dependent impaired loans
and mortgage servicing rights. These nonrecurring fair value adjustments typicaly involve the application of lower-of-cost-or-market
accounting or write-downs of individual assets.

FASB Staff Position No. 157-3 “ Determining the Fair Value of a Financial Asset When the Market for That Assetsis Not Active” wasissued
on October 10, 2008 to clarify the application of SFAS No. 157 in a market that is not active. FASB Staff Position No. 157-3 was effective
upon issuance, including prior periods for which financial statements have not been issued. The Corporation complied with the guidancein
FASB Staff Position No. 157-3 in determining the fair value of its securities at September 30, 2008.

Determination of Fair Value

Under SFAS No. 157, fair values are based on the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. When available, the Corporation uses quoted market prices to determine
fair value. If quoted prices are not available, fair value is based upon valuation techniques such as matrix pricing or other models that use,
where possible, current market-based or independently sourced market parameters, such asinterest rates. |f observable market-based i nputs
are not available, the Corporation uses unobservable inputs to determine appropriate valuation adjustments using methodol ogies applied
consistently over time.

The following is a description of valuation methodologies for assets and liabilities recorded at fair value, including the general classification
of such assets and liabilities pursuant to the valuation hierarchy.

Securities Availablefor Sale

Securities available for sale are recorded at fair value on a recurring basis. When available, the Corporation uses quoted market prices to
determine the fair value of securities; such items are classified asLevel 1. This category includes exchange-traded equity securitiesand U.S.
Treasury obligations.

Level 2 securities include debt securities with quoted prices, which are traded less frequently than exchange-traded instruments, whose
value is determined using matrix pricing with inputs that are observable in the market or can be derived principally from or corroborated by
observable market data. This category generally includes obligations of U.S. government-sponsored agencies, mortgage-backed securities
issued by U.S. government and government-sponsored agencies, municipal bonds, trust preferred securities, corporate bonds and certain
preferred equity securities.

In certain cases where there is limited activity or less transparency around inputs to the valuation, securities may be classified as Level
3. As of September 30, 2008, Level 3 securities were comprised of two trust preferred CDO holdings, which were not actively traded. To
determine their fair value, Washington Trust utilized third party pricing models and discounted cash flow methodologies. Their fair values
were reviewed against similar securities that were more actively traded in order to assess the reasonableness of the fair values. Our fair
values assumed liquidation in an orderly market and not under distressed circumstances. Due to the continued market illiquidity and credit
risk for securitiesin the financial sector, the fair value of these securitiesis highly sensitive to assumption changes and market volatility.

Mortgage Loans Held for Sale

Mortgage loans held for sale are carried on an aggregate basis at the lower of cost or market value. The fair value of loans held for sale is
based on what secondary markets are currently offering for loans with similar characteristics. As such, we classify loans subjected to
nonrecurring fair value adjustments as Level 2.
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Derivatives

Substantially all of our derivatives are traded in over-the-counter markets where quoted market prices are not readily available. Fair value
measurements are determined using independent pricing models that utilize primarily market observable inputs, such as swap rates of
different maturities and LIBOR rates, and, accordingly, are classified as Level 2. Examples include interest rate swap contracts. Any
derivative for which we measure fair value using significant assumptions that are unobservable are classified asLevel 3. Level 3 derivatives
include interest rate lock commitments written for our residential mortgage loans that we intend to sell.

Collateral Dependent Impaired L oans

Collateral dependent loans that are deemed to be impaired in accordance with SFAS No. 114, “Accounting by Creditors for Impairment of a
Loan,” are valued based upon the fair value of the underlying collateral. The inputs used in the appraisals of the collateral are observable,
and, therefore, the loans are categorized as Level 2.

Mortgage Servicing Rights

Mortgage servicing rights do not trade in an active market with readily observable prices. Accordingly, we determine the fair value of
mortgage servicing rights using a valuation model that calculates the present value of the estimated future net servicing income. The model
incorporates assumptions used in estimating future net servicing income, including estimates of prepayment speeds, discount rate, cost to
service and contractual servicing feeincome. Mortgage servicing rights are subject to fair value measurements on a nonrecurring basis. Fair
value measurements of our mortgage servicing rights use significant unobservable inputs and, accordingly, are classified asLevel 3.

Items Recorded at Fair Valueon a Recurring Basis
The table bel ow presents the balances of assets and liabilities reported at fair value on arecurring basis.

(Dollarsin thousands) Assets/

Liabilities
Fair Value Measurements Using at

September 30, 2008 Level 1 Level 2 Level 3 Fair Value

Assets:

Securities available for sale $ 4879 $ 745585 $ 2992 $ 753456

Derivative assets (1) - 246 21 267

Total assets at fair value on arecurring basis $ 4879 $ 745831 $ 3013 $ 753723

Liabilities:

Derivative liahilities (1) $ - 209 $ 24 $ 233

Total liabilities at fair value on arecurring basis $ - 3 209 $ 24 $ 233

(1) Derivatives assets are included in other assets and derivative liabilities are reported in accrued expenses and other liabilities in the
Consolidated Balance Sheets.
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The following table presents the changesin Level 3 assets and liabilities measured at fair value on arecurring basis in the nine month period
ended September 30, 2008.

Securities Derivative
Available Assets/
(Dollarsin thousands) for Sale (Liabilities) Tota
Balance at January 1, 2008 $ - $ 4 $ 4)
Gains and losses (realized and unrealized):
Included in earnings - 2 2
Included in other comprehensive income (2,734) - (2,734)
Purchases, issuances and settlements (net) 9 3 (6)
Transfersin and/or out of Level 3 5,735 - 5,735
Balance at September 30, 2008 $ 2992 $ 3 % 2,989

The losses included in earnings for Level 3 derivative assets and liabilities, which were comprised of interest rate lock commitments written
for our residential mortgage loans that we intend to sell, were included in net gains on loan sales and commissions on loans originated for
othersin the Consolidated Statements of Income.

Items Recorded at Fair Value on a Nonrecurring Basis

Certain assets are measured at fair value on a nonrecurring basis in accordance with GAAP. These adjustments to fair value usually result
from the application of lower of cost or market accounting or write-downs of individual assets. The valuation methodologies used to
measure these fair value adjustments are described above. The following table presents the carrying value of certain assets measured at fair
value on anonrecurring basis during the nine months ended September 30, 2008.

(Dollarsin thousands) Carrying Value at September 30, 2008

Level 1 Level 2 Level 3 Total
Assets:
Collateral dependent impaired loans $ - $ 1519 $ - $ 1,519
Total assets at fair value on anonrecurring basis $ - 3 1519 $ - $ 1,519

The total nonrecurring fair value adjustments included in the Consolidated Statement of Income for the nine months ended September 30,
2008 were immaterial.

(11) Defined Benefit Pension Plans

Effective January 1, 2008, the Corporation adopted the measurement date provisions of SFAS No. 158 “Employers Accounting for Defined
Benefit Pension and Other Postretirement Plans, an amendment of FASB Statements No. 87, 88, 106, and 132(R)” (“SFAS No. 158"). As a
result, the Corporation recognized the following adjustmentsin individual line items of its Consolidated Balance Sheet as of January 1, 2008:

Prior to Adoption of Effect of Adopting

Measurement Date Measurement Date

Provisions of SFAS Provisions of SFAS Asof January 1,
(Doallarsin thousands) No. 158 No. 158 2008
Net deferred tax asset $ 7,705 $ 229 $ 7,934
Defined benefit pension liabilities 11,801 655 12,456
Retained earnings 154,647 (468) 154,179
Accumulated other comprehensive loss (239) 42 (197)

The adoption of the measurement date provisions of SFAS No. 158 had no effect on the Corporation’s Consolidated Statements of Income
or Cash Flows for the nine months ended September 30, 2008.
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(Continued)

Thefollowing table sets forth the plans’ benefit obligations, fair value of plan assets and funded status as of September 30, 2008 and 2007.

Components of Net Periodic Benefit Costs:

(Dollarsin thousands) Qualified Non-Qualified
Pension Plan Retirement Plans
Three months ended September 30, 2008 2007 2008 2007
Service cost 512 % 503 $ 63 $ 87
Interest cost 506 462 142 129
Expected return on plan assets (569) (496) = =
Amortization of transition asset - Q) - -
Amortization of prior service cost (8) (8) 16 16
Recognized net actuarial loss 3 46 54 54
Net periodic benefit cost 444 $ 506 $ 215 $ 286
(Dollarsin thousands) Qualified Non-Qudlified
Pension Plan Retirement Plans

Nine months ended September 30, 2008 2007 2008 2007
Service cost 1535 $ 1508 $ 188 $ 259
Interest cost 1,520 1,386 428 389
Expected return on plan assets (1,707) (1,488) — —
Amortization of transition asset - (4 - -
Amortization of prior service cost (25) (25) 47 47
Recognized net actuarial loss 10 140 163 163
Net periodic benefit cost 1333 $ 1517 $ 826 $ 858

Employer Contributions:

The Corporation previously disclosed in its financial statements for the year ended December 31, 2007 that it expected to contribute
$2.0 million to its qualified pension plan and $421 thousand in benefit payments to its non-qualified retirement plansin 2008. During the nine
months ended September 30, 2008, $2.0 million of contributions have been made to the qualified pension plan and $251 thousand in benefit
payments have been made to the non-qualified retirement plans. The Corporation presently anticipates contributing an additional
$84 thousand in benefit payments to the non-qualified retirement plansin 2008.

(12) Share-Based Compensation Arrangement

Washington Trust has three share-based compensation plans, Bancorp’s 2003 Stock Incentive Plan, as amended (the“2003 Plan”),
Bancorp's 1997 Equity Incentive Plan, as amended (the “1997 Plan”) and the Amended and Restated 1988 Stock Option Plan (the “1988
Plan”), collectively the plans.

Amounts recognized in the consolidated financial statements with respect to the plans are asfollows:

(Dollarsin thousands)

Three months Nine months
Periods ended September 30, 2008 2007 2008 2007
Share-based compensation expense $ 221 $ 104 $ 407 $ 427
Related tax benefit $ 7 $ % 3 142 $ 149

During the three and nine months ended September 30, 2008, the Corporation granted 3,300 and 90,800 non-qualified share options,
respectively, to certain key employees. The share options awarded were granted with three-year cliff vesting and also provide for
accelerated vesting if thereis achangein control, death or retirement (as defined in the plans).
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The fair value of the share option awards granted were estimated on the date of grant using the Black-Scholes Option-Pricing Model based
on assumptions noted in the following table. Washington Trust uses historical data to estimate share option exercise and employee
departure behavior used in the option-pricing model; groups of employees that have similar historical behavior are considered separately for
valuation purposes. The expected term of options granted was derived from the output of the option valuation model and represents the
period of time that options granted are expected to be outstanding. Expected volatility was based on historical volatility of Washington
Trust shares. The risk-free rate for periods within the contractual life of the share option was based on the U.S. Treasury yield curve in
effect at the date of grant.

Nine months ended September 30, 2008
Expected term (years) 9.0
Expected dividend yield 2.86%
Weighted average expected volatility 33.62
Expected forfeiture rate -
Weighted average risk-free interest rate 4.55%

The weighted average grant-date fair value of the share options awarded during the nine months ended September 30, 2008 was $8.05. There
were no share options awarded during the nine months ended September 30, 2007.

A summary of share option activity under the plans as of September 30, 2008, and changes during the nine months ended September 30,
2008, is presented below:

(Dollarsin thousands) Number Weighted Weighted Average

Of Average Remaining Aggregate

Share Exercise Contractual Intrinsic
Options Price Term (Years) Vaue

Outstanding at January 1, 2008 955,485 $ 21.21
Granted 90,800 24.05
Exercised 56,700 17.95
Forfeited or expired 5,550 27.87
Outstanding at September 30, 2008 984,035 $ 21.62 4.7 years $ 5,155
Exercisable at September 30, 2008 893235 $ 21.37 4.2 years $ 4,924
Options expected to vest as of September 30, 2008 90,800 $ 24.05 97years $ 231

The total intrinsic value (which is the amount by which the fair value of the underlying stock exceeds the exercise price of an option on the
exercise date) of share options exercised during the nine months ended September 30, 2008 and 2007 was $430 thousand and $1.3 million,
respectively.

During the nine months ended September 30, 2008, the Corporation granted 33,200 nonvested share units to directors and certain key
employees. The nonvested share units awarded were granted with three-year cliff vesting and also provide for accelerated vesting if thereis
achangein control, death or retirement (as defined in the plans).
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A summary of the status of Washington Trust’'s nonvested shares as of September 30, 2008, and changes during the nine months ended
September 30, 2008, is presented bel ow:

Weighted
Number Average

of Grant Date

Shares Fair Value
Nonvested at January 1, 2008 39350 $ 26.52
Granted 33,200 24.14
Vested (16,200) 26.40
Forfeited - -
Nonvested at September 30, 2008 56,350 $ 25.15

During the second quarter of 2008, performance share awards were granted providing certain executives the opportunity to earn shares of
common stock of the Corporation, the number of which will be determined pursuant to, and subject to the attainment of, performance goals
during a specified measurement period. The number of shares to be earned ranges from zero to 24,186 shares, subject to the attainment of
specified performance goal s discussed below.

The performance share awards were granted at $24.12, which was the fair market value at the date of grant with vesting ranging from two to
three years. The number of shares awarded will range from zero to 200% of the target number of shares (13,093 shares) dependent upon the
Corporation’s core return on equity and core earnings per share growth ranking at the end of the vesting term. The current assumption
based on the most recent peer group information results in the shares vesting at 140% of the target, or 16,930 shares. The Corporation has
recognized compensation expense based on this assumption and will make the necessary adjustments each time the percentage of the target
shares is adjusted. If the goals are not met, no compensation cost will be recognized and any recognized compensation costs will be
reversed. The performance share awards provide for accelerated vesting if there is a change in control, death, disability or retirement (as
defined in the plans).

A summary of the status of Washington Trust's performance share awards as of September 30, 2008, and changes during the nine months
ended September 30, 2008, is presented below:

Weighted
Number Average

of Grant Date

Shares Fair Value
Performance shares at January 1, 2008 - 3 =
Granted 16,930 24.12
Vested - -
Forfeited - -
Performance shares at September 30, 2008 16,930 $ 2412

As of September 30, 2008, there was $2.1 million of total unrecognized compensation cost related to nonvested share-based compensation
arrangements (including share options, nonvested share awards and performance share awards) granted under the plans. That cost is
expected to be recognized over aweighted average period of 2.6 years.

(13) Business Segments

Washington Trust segregates financial information in assessing its results among two operating segments. Commercial Banking and Wealth
Management Services. The amounts in the Corporate column include activity not related to the segments, such as the investment securities
portfolio, wholesale funding activities and administrative units. The Corporate column is not considered to be an operating segment. The
methodologies and organizational hierarchies that define the business segments are periodically reviewed and revised. Results may be
restated, when necessary, to reflect changes in organizational structure or allocation methodology. The following tables present the
statement of operations and total assets for Washington Trust’s reportable segments.
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(Dallars in thousands)

Wealth
Commercial Management Consolidated
Banking Services Corporate Total

Three months ended September 30, 2008 2007 2008 2007 2008 2007 2008 2007
Net interest income $ 15875 $ 13797 $ (13) ¢ (18) $ 782 $ 1531 $ 16644 $ 15310
Noninterest income 4,053 4,295 7,191 7,178 (654) 377 10,590 11,850
Tota income 19,928 18,092 7,178 7,160 128 1,908 27,234 27,160
Provision for loan losses 1,100 300 - - - - 1,100 300
Depreciation and

amortization expense 635 618 409 423 46 45 1,090 1,086
Other noninterest expenses 10,637 10,076 4,707 4,420 2,037 1,730 17,381 16,226
Total noninterest expenses 12,372 10,994 5,116 4,843 2,083 1,775 19,571 17,612
Income before income taxes 7,556 7,098 2,062 2,317 (1,955) 133 7,663 9,548
Income tax expense (benefit) 2,647 2,495 807 898 (1,831) (401) 1,623 2,992
Net income (loss) $ 4909 $ 4603 $ 1255 $ 1419 $ (124 $ 534 $ 6040 $ 6,556
Total assets at period end 1,835842 1,587,328 50,108 44,254 881,932 800,180 2,767,882 2,431,762
Expenditures for

long-lived assets 1,170 123 106 38 30 81 1,306 242
(Dollars in thousands)

Wealth
Commercial Management Consolidated
Banking Services Corporate Total

Nine months ended September 30, 2008 2007 2008 2007 2008 2007 2008 2007
Net interest income $ 45849 40411 $ (27) $ (46) $ 2,105 4742 $ 47927 $ 45107
Noninterest income 11,341 11,058 22,099 21,541 353 1,622 33,793 34,221
Total income 57,190 51,469 22,072 21,495 2,458 6,364 81,720 79,328
Provision for loan losses 2,950 900 - - - - 2,950 900
Depreciation and

amortization expense 1,880 1,841 1,232 1,292 135 133 3,247 3,266
Other noninterest expenses 30,352 28,363 14,085 13,332 5,983 7,220 50,420 48,915
Total noninterest expenses 35,182 31,104 15317 14,624 6,118 7,353 56,617 53,081
Income before income taxes 22,008 20,365 6,755 6,871 (3,660) (989) 25,103 26,247
Income tax expense (benefit) 7,720 7,158 2,623 2,661 (3,191) (1,585) 7,152 8,234
Net income (l0ss) $ 14288 $ 13207 $ 4132 $ 4210 $ (4690 $ 596 $ 17951 $ 18,013
Total assets at period end 1,835,842 1,587,328 50,108 44,254 881,932 800,180 2,767,882 2,431,762
Expenditures for

long-lived assets 2,182 3,326 253 200 126 189 2,561 3,715

Management uses certain methodologies to allocate income and expenses to the business lines. A funds transfer pricing methodology is
used to assign interest income and interest expense to each interest-earning asset and interest-bearing liability on a matched maturity
funding basis. Certain indirect expenses are alocated to segments. These include support unit expenses such as technology and
processing operations and other support functions. Taxes are allocated to each segment based on the effective rate for the period shown.

Commercial Banking

The Commercia Banking segment includes commercial, commercial real estate, residential and consumer lending activities; mortgage
banking, secondary market and loan servicing activities; deposit generation; merchant credit card
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services; cash management activities; and direct banking activities, which include the operation of ATMs, telephone and
internet banking services and customer support and sales.

Wealth Management Services

Wealth Management Services includes asset management services provided for individuals and institutions; personal trust services,
including services as executor, trustee, administrator, custodian and guardian; corporate trust services, including services as trustee for
pension and profit sharing plans; and other financial planning and advisory services.

Corporate

Corporate includes the Treasury Unit, which is responsible for managing the wholesale investment portfolio and wholesale funding
needs. It also includes income from bank-owned life insurance as well as administrative and executive expenses not alocated to the
business lines and the residual impact of methodology allocations such as funds transfer pricing offsets.

Included in the Corporate column in the tables above was an income tax benefit of $841 thousand which was recognized in the third quarter
of 2008 based on an increase in net deferred tax assets resulting from a change in a state corporate income tax rate and cal culation method
enacted during the quarter.

(14) Comprehensive Income

(Dollarsin thousands)

Three months ended September 30, 2008 2007
Net income $ 6,040 $ 6,556
Unrealized holding (losses) gains on securities available for sale, net of income tax benefit of $3,216 in 2008 and

income tax expense of $1,320 in 2007 (5,973) 2,452
Unrealized losses on cash flow hedge derivative instruments, net of income tax benefit of $103 in 2008 (190) -
Lessreclassification adjustments:

Losses on securities, net of income tax benefit of $343 in 2008 638 -

Cash flow hedge derivative instruments, net of income tax expense of $6 11 -

Net periodic pension cost, net of income tax expense of $23 in 2008 and $37 in 2007 42 70
Total comprehensive income $ 568 $ 9,078

(Dollarsin thousands)

Nine months ended September 30, 2008 2007
Net income $ 17951 $ 18,013
Unrealized holding losses on securities available for sale, net of income tax benefit of $7,124 in 2008 and $1,127 in

2007 (13,232) (2,093)
Unrealized gains on cash flow hedge derivative instruments, net of income tax expense of $4 in 2008 8 -

L essreclassification adjustments:

L osses (gains) on securities, net of income tax benefit of $378 in 2008 and income tax expense of $148 in 2007 702 (188)
Cash flow hedge derivative instruments, net of income tax expense of $12 22 -
Net periodic pension cost, net of income tax expense of $68 in 2008 and $112 in 2007 127 209
Total comprehensive income $ 5578 $ 15,941

(15) Earnings Per Share
Basic earnings per share (“EPS’) is calculated by dividing net income by the weighted average common stock outstanding, excluding
options and other equity instruments. The dilutive effect of options, nonvested share units, nonvested share awards and other items is
calculated using the treasury stock method for purposes of weighted average
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dilutive shares. Diluted EPS is computed by dividing net income by the average number of common stock and common
stock equivaents outstanding.

(Dollars and shares in thousands, except per share amounts)

Three Months Nine Months

Periods ended September 30, 2008 2007 2008 2007
Net income $ 6,040 $ 6556 $ 17951 $ 18,013
Weighted average basic shares 13,409.5 13,3236 13,383.0 13,358.1
Dilutive effect of:

Options 134.0 190.2 141.3 2111

Other 44.8 50.3 40.2 435
Weighted average diluted shares 13,588.3 13,564.1 13,564.5 13,612.7
Earnings per share:

Basic $ 045 $ 049 $ 134 $ 1.35

Diluted $ 044 % 048 $ 132 $ 1.32

(16) Litigation

The Corporation is involved in various claims and legal proceedings arising out of the ordinary course of business. Management is of the
opinion, based on its review with counsel of the development of such matters to date, that the ultimate disposition of such matters will not
materially affect the consolidated financial position or results of operations of the Corporation.

(17) Subsequent Events

On October 2, 2008, the Corporation announced that it had entered into a purchase agreement with select institutional investors pursuant to
which it raised $50 million in a private placement of its own common stock. Net proceeds were approximately $47 million after deducting
offering-related fees and expenses. The closing took place on October 7, 2008. The Corporation issued a total of 2.5 million shares of
common stock at a price of $20 per share in the private placement. On October 20, 2008, the Corporation filed a registration statement with
the SEC to register these shares for resale. Washington Trust intends to use the net proceeds from the capital raise for general corporate
purposes and to support strategic growth initiativesin its commercial and wealth management business lines.
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Forward-L ooking Statements

This report contains statements that are “forward-looking statements.” We may also make written or oral forward-looking statementsin
other documents we file with the SEC, in our annual reports to shareholders, in press releases and other written materials, and in oral
statements made by our officers, directors or employees. You can identify forward-looking statements by the use of the words “believe,”
“expect,” “anticipate,” “intend,” “estimate,” “assume,” “outlook,” “will,” “should,” and other expressions that predict or indicate future
events and trends and which do not relate to historical matters. Y ou should not rely on forward-looking statements, because they involve
known and unknown risks, uncertainties and other factors, some of which are beyond the control of the Corporation. These risks,
uncertainties and other factors may cause the actual results, performance or achievements of the Corporation to be materially different from
the anticipated future results, performance or achievements expressed or implied by the forward-looking statements.

Some of the factors that might cause these differences include the following: changes in general national, regional or international economic
conditions or conditions affecting the banking or financial services industries or financial capital markets, volatility and disruption in
national and international financial markets, government intervention in the U.S. financial system, reductions in net interest income resulting
from interest rate volatility as well as changes in the balance and mix of loans and deposits, reductions in the market value of wealth
management assets under administration, changes in the value of securities and other assets, reductions in loan demand, changes in loan
collectibility, default and charge-off rates, changes in the size and nature of the Corporation’s competition, changes in legislation or
regulation and accounting principles, policies and guidelines and changes in the assumptions used in making such forward-looking
statements. In addition, the factors described under “Risk Factors” in Item 1A of our Annua Report on Form 10-K for the fiscal year ended
December 31, 2007, asfiled with the SEC, may result in these differences. Y ou should carefully review all of these factors, and you should be
aware that there may be other factors that could cause these differences. These forward-looking statements were based on information,
plans and estimates at the date of this report, and we assume no obligation to update any forward-looking statements to reflect changesin
underlying assumptions or factors, new information, future events or other changes.

Critical Accounting Policies

Accounting policies involving significant judgments and assumptions by management that have, or could have, a material impact on the
carrying value of certain assets and impact income are considered critical accounting policies. Asdisclosed in our Annual Report on Form
10-K for the fiscal year ended December 31, 2007, we have identified the allowance for loan losses, accounting for acquisitions and review of
goodwill and intangible assets for impairment, and other-than-temporary impairment of investment securities as critical accounting
policies. There have been no significant changes in the methods or assumptions used in the accounting policies that require material
estimates and assumptions.

Recent Events

On October 2, 2008, the Corporation announced that it had issued 2.5 million sharesin a private placement of its own common stock with net
proceeds of approximately $47 million after deducting offering-related fees and expenses. Washington Trust intends to use the net proceeds
from the capital raise for general corporate purposes and to support strategic growth initiatives in its commercial and wealth management
businesslines. See Note 17 to the Consolidated Financial Statements for additional information.

Overview

Net income for the third quarter of 2008 amounted to $6.0 million, or 44 cents per diluted share; compared to $6.6 million, or 48 cents per
diluted share, reported for the third quarter ayear ago. The returns on average equity and average assets for the third quarter of 2008 were
12.94% and 0.88%, respectively, compared to 14.99% and 1.10%, respectively, for the same period in 2007.

Net income for the nine months ended September 30, 2008 amounted to $18.0 million, or $1.32 per diluted share, substantially the same as the
amounts reported for the same period in 2007. The returns on average equity and average assets for the first nine months of 2008 were
12.68% and 0.90%, respectively, compared to 13.74% and 1.01%, respectively, for the same period in 2007.
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The loan loss provision charged to earnings amounted to $1.1 million and $2.95 million for the three and nine months ended September 30,
2008, respectively, compared to $300 thousand and $900 thousand for the same periods in 2007. The higher loan loss provision was due
largely to growth in the loan portfolio as well as an ongoing evaluation of credit quality and general economic conditions.

Losses on write-downs of investments to fair value of $982 thousand ($669 thousand after tax; 5 cents per diluted share) were charged to
earnings in the third quarter of 2008 on FHLMC and FNMA perpetual preferred stock holdings deemed to be other-than-temporarily
impaired. There were no securities gains or losses recognized in the third quarter of 2007. During the nine months ended September 30,
2008, other-than-temporary impairment charges of $3.0 million ($2.0 million after tax; 15 cents per diluted share) have been recognized on
equity security perpetual preferred stock holdings issued by FHLMC, FNMA and two other corporate issuers. Included in net gains on
securities in the nine months ended September 30, 2008 were realized gains of $232 thousand on the sale of commercial debt securities and
realized gains of $1.7 million on the sale of other equity securities. For the nine months ended September 30, 2007, net gains on securities
totaled $336 thousand.

Anincome tax benefit of $841 thousand, or 6 cents per diluted share, was recognized in the third quarter of 2008 based on an increase in net
deferred tax assets resulting from a change in state corporate income tax rate and cal culation method enacted during the quarter.

Net interest income for the third quarter and first nine months of 2008 increased by 9% and 6%, respectively, from the same periods in 2007
reflecting higher earning-asset levels and lower deposit costs.

Our primary source of noninterest income is revenue from wealth management services. Wealth management revenues for the third quarter
of 2008 were essentially flat with the same quarter ayear ago. On ayear to date basis, wealth management revenues increased by 3% from
2007. These revenues are dependent to a large extent on the value of assets under administration. Wealth management assets under
administration have been affected by lower valuations in the financial markets and declined by $299.1 million, or 8%, in the third quarter of
2008 to $3.6 hillion at September 30, 2008. Assets under administration were down by 10% from December 31, 2007 and down by 10% from
September 30, 2007.

Noninterest expenses for the third quarter and first nine months of 2008 were up 7% and 3%, respectively, from the same periods in
2007. Included in 2007 results were $1.1 million in debt prepayment charges, recorded in noninterest expense in the first quarter of 2007 as a
result of prepayments of higher cost FHL B advances. There have been no debt prepayment penalty charges recognized in 2008.

Results of Operations

Net Interest Income

Net interest income is the difference between interest earned on loans and securities and interest paid on deposits and other borrowings,
and continues to be the primary source of Washington Trust’s operating income. Net interest income is affected by the level of interest
rates, changes in interest rates and changes in the amount and composition of interest-earnings assets and interest-bearing
liabilities. Included ininterest income are loan prepayment fees and certain other fees, such as late charges.

Net interest income for the third quarter and first nine months of 2008 increased $1.3 million and $2.8 million, respectively, from the same
periods a year earlier. Included in net interest income in first quarter of 2007 was an interest recovery of $322 thousand received on a
previously charged-off loan.

The following discussion presents net interest income on a fully taxable equivalent (“FTE”) basis by adjusting income and yields on tax—
exempt loans and securities to be comparable to taxable loans and securities. For more information see the section entitled “ Average
Balances/ Net Interest Margin - Fully Taxable Equivalent (FTE) Basis’ below.

FTE net interest income for the third quarter and first nine months of 2008 increased 8% and 6%, respectively, from the same periods in
2007. The net interest margin (FTE net interest income as a percentage of average interest—earnings assets) for the third quarter of 2008 was
2.62%, down 19 basis points from the same quarter ayear earlier. The net interest margin for the first nine months of 2008 was 2.64%, down
15 basis points from the same period in 2007. Excluding the 3 basis points attributable to the 2007 interest recovery, the net interest margin
for the first nine months of
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2008 declined 12 basis points from the same period a year earlier. The decline in the net interest margin reflects decreases in yields on
variable rate commercial and consumer loans resulting from actions taken by the Federal Reserve to reduce short-term interest rates, with
less commensurate reduction in deposit rates paid during the same period.

Average interest-earning assets for the three and nine months ended September 30, 2008 increased $365.7 million and $272.0 million,
respectively, from the same periods a year earlier. Thisincrease was largely due to growth in the loan portfolio. Total average loansfor the
three and nine months ended September 30, 2008 increased $233.7 million and $177.3 million, respectively, from the same periods in 2007,
primarily due to growth in the commercia loan category. The yield on total loans for the third quarter and first nine months of 2008
decreased 76 basis points and 59 basis points, respectively, from the comparable 2007 periods, reflecting declines in short-term interest
rates. Total average securities for the three and nine months ended September 30, 2008 increased $132.0 million and $94.7 million,
respectively, from the same periods last year due largely to purchases of mortgage-backed securities issued by U.S. government agencies
and government-sponsored enterprises during a period of substantial spread widening for these and many other classes of investment
securities. The FTE rate of return on securities for the third quarter and first nine months of 2008 decreased 57 basis points and 40 basis
points, respectively, from the comparable 2007 periods. The decrease in the total yield on securities was largely attributable to a decline in
dividend yield earned on the Corporation’sinvestment in FHLB stock.

For the three and nine months ended September 30, 2008, average interest-bearing liabilities increased $355.3 million and $263.2 million,
respectively, from the amounts reported for the same periods in 2007 largely due to increases in FHLB advances. The average balance of
FHLB advances for the three and nine months ended September 30, 2008 increased $290.5 million and $260.0 million, respectively, while the
average rate paid on FHLB advances decreased 24 basis points and 14 basis points, respectively, from the same periods a year earlier. The
average balance of time deposits for the third quarter and first nine months of 2008 increased $74.4 million and $53 thousand, respectively,
from the same periods in 2007. The quarterly increase was largely due to increases in average brokered certificates of deposit, which are
utilized by the Corporation as part of its overall funding program along with FHLB advances and other sources. Average brokered
certificates of deposit for the three months ended September 30, 2008 increased $53.5 million from the same period in 2007. See additional
discussion on brokered certificates of deposit in the “Financial Condition” section under the caption “Deposits’. The average rate paid on
brokered certificates of deposit for the three months ended September 30, 2008 decreased 13 basis points from the comparable period in
2007. See Note 7 to the Consolidated Financial Statements for additional discussion on junior subordinated debentures issued in the second
quarter of 2008.
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Average Balances/ Net Interest Margin - Fully Taxable Equivalent (FTE) Basis
The following tables present average balance and interest rate information. Tax-exempt income is converted to a fully taxable equivalent
(“FTE") basis using the statutory federal income tax rate. For dividends on corporate stocks, the 70% federal dividends received deduction
is aso used in the calculation of tax equivalency. Unrealized gains (losses) on available for sale securities are excluded from the average
balance and yield calculations. Nonaccrual and renegotiated loans, as well as interest earned on these loans (to the extent recognized in the
Consolidated Statements of Income) are included in amounts presented for loans.

Three months ended September 30, 2008 2007
Average Yield/ Average Yield/

(Doallarsin thousands) Balance Interest Rate Balance Interest Rate
Assets:
Residential real estate loans $ 619288 $ 8,629 554% $ 584223 $ 7,886 5.35%
Commercial and other loans 812,749 12,834 6.28% 635,435 12,203 7.62%
Consumer loans 303,745 4,106 5.38% 282,472 4,988 7.01%

Total loans 1,735,782 25,569 5.86% 1,502,130 25,077 6.62%
Short-term investments, federal funds

sold and other 31,213 128 1.63% 21,375 275 5.10%
Taxable debt securities 696,815 8,504 4.85% 582,152 7,565 5.16%
Nontaxable debt securities 80,833 1,144 5.63% 80,998 1,145 5.61%
Corporate stocks and FHLB stock 49,830 448 3.58% 42,129 748 7.03%

Total securities 858,691 10,224 4.74% 726,654 9,733 5.31%

Total interest-earning assets 2,594,473 35,793 549% 2,228,784 34,810 6.20%
Non interest-earning assets 160,296 161,578

Total assets $ 2,754,769 $ 2,390,362
Liabilitiesand Shareholders Equity:
NOW accounts $ 166,379 $ 7 0.18% $ 166,271 70 0.17%
Money market accounts 303,675 1,363 1.79% 300,329 2,950 3.90%
Savings accounts 173,654 203 0.47% 194,439 646 1.32%
Time deposits 891,803 8,241 3.68% 817,379 9,474 4.60%
FHLB advances 758,858 8,011 4.20% 468,384 5,243 4.44%
Junior subordinated debentures 32,991 524 6.31% 22,681 338 5.91%
Other 23,251 274 4.68% 25,857 291 4.47%

Total interest-bearing liabilities 2,350,611 18,693 3.16% 1,995,340 19,012 3.78%
Demand deposits 187,238 188,495
Other liahilities 30,256 31,640
Shareholders’ equity 186,664 174,887

Total liabilities and shareholders’ equity $ 2,754,769 $ 2,390,362

Net interest income (FTE) $ 17,200 15,798
Interest rate spread 2.33% 2.42%
Net interest margin 2.62% 2.81%
Interest income amounts presented in the preceding table include the following adjustments for taxable equivalency:
(Dallars in thousands)
Three months ended September 30, 2008 2007
Commercia and other loans 49 45
Nontaxable debt securities 366 364
Corporate stocks 41 79
Total 456 488
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Nine months ended September 30, 2008 2007
Average Yield/ Average Yield/

(Dallars in thousands) Balance Interest Rate Balance Interest Rate
Assets:
Residential real estate loans $ 606422 $ 25183 555% $ 588808 $ 23471 5.33%
Commercial and other loans 756,636 37,190 6.57% 612,886 35,306 7.70%
Consumer loans 298,136 12,662 5.67% 282,154 14,724 6.98%

Total loans 1,661,194 75,035 6.03% 1,483,848 73,501 6.62%
Short-term investments, federal funds

sold and other 21,506 318 1.97% 17,302 650 5.03%
Taxable debt securities 684,371 25,222 4.92% 604,303 23,196 5.13%
Nontaxable debt securities 81,168 3,440 5.66% 76,578 3,238 5.65%
Corporate stocks and FHLB stock 48,624 1,679 4.61% 42,796 2,310 7.21%

Total securities 835,669 30,659 4.90% 740,979 29,394 5.30%

Total interest-earning assets 2,496,863 105,694 5.65% 2,224,827 102,895 6.18%
Non interest-earning assets 164,921 163,803

Total assets $ 2,661,784 $ 2,388,630
Liabilitiesand Shareholders Equity:
NOW accounts $ 165551 $ 236 0.19% $ 168,217 202 0.16%
Money market accounts 315,499 5,314 2.25% 295,876 8,630 3.90%
Savings accounts 174,425 853 0.65% 198,845 2,017 1.36%
Time deposits 829,028 24,628 3.97% 828,976 28,483 4.59%
FHLB advances 728,920 23,104 4.23% 468,956 15,323 4.37%
Junior subordinated debentures 29,341 1,371 6.24% 22,681 1,014 5.98%
Other 25,496 863 4.52% 21,521 730 4.53%

Total interest-bearing liabilities 2,268,260 56,369 3.32% 2,005,072 56,399 3.76%
Demand deposits 174,973 177,713
Other ligbilities 29,801 31,072
Shareholders’ equity 188,750 174,773

Total liabilities and shareholders’ equity $ 2,661,784 $ 2,388,630

Net interest income (FTE) $ 49325 46,496
Interest rate spread 2.33% 2.42%
Net interest margin 2.64% 2.79%
Interest income amounts presented in the preceding table include the following adjustments for taxable equivalency:
(Dallars in thousands)
Nine months ended September 30, 2008 2007
Commercial and other loans 139 $ 121
Nontaxable debt securities 1,096 1,030
Corporate stocks 163 238
Total 1398 $ 1,389
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The following table presents certain information on a FTE basis regarding changes in our interest income and interest expense for the
periodsindicated. The net change attributable to both volume and rate has been allocated proportionately.

Three months ended Nine months ended
September 30, 2008 vs. 2007 September 30, 2008 vs. 2007
Increase (decrease) dueto Increase (decrease) dueto

(Doallarsin thousands) Volume Rate Net Chg Volume Rate Net Chg
Interest on interest-ear ning assets:
Residential real estate loans $ 482 % 261 3% 743 $ 710 $ 1,002 $ 1,712
Commercial and other loans 3,038 (2,407) 631 7,513 (5,629) 1,884
Consumer loans 355 (1,237) (882) 801 (2,863) (2,062)
Short-term investments, federal funds sold and other 92 (239) (147) 131 (463) (332
Taxable debt securities 1,430 (491) 939 2,980 (954) 2,026
Nontaxable debt securities (5) 4 @ 187 15 202
Corporate stocks and FHLB stock 117 (417) (300) 285 (916) (631)

Total interest income 5,509 (4,526) 983 12,607 (9,808) 2,799
Interest on interest-bearing liabilities:
NOW accounts - 7 7 (©) 37 34
Money market accounts 33 (1,620) (1,587) 540 (3,856) (3,316)
Savings accounts (63) (380) (443) (222) (942) (1,164)
Time deposits 807 (2,040) (1,233) 2 (3,857) (3,855)
FHLB advances 3,080 (312) 2,768 8,271 (490) 7,781
Junior subordinated debentures 162 24 186 310 47 357
Other (30) 13 av) 133 - 133

Total interest expense 3,989 (4,308) (319) 9,031 (9,061) (30)

Net interest income $ 1520 $ (218) $ 1302 $ 3576 $ (747) $ 2,829

Provision and Allowance for L oan L osses

The allowance for loan losses is management’s best estimate of the inherent risk of loss in the loan portfolio as of the balance sheet
date. The alowance for loan losses was $22.6 million, or 1.28% of total loans, at September 30, 2008, compared to $20.3 million, or 1.29% of
total loans, at December 31, 2007, and $19.5 million, or 1.29% of total loans, at September 30, 2007. The loan loss provision charged to
earnings amounted to $1.1 million and $2.95 million for the three and nine months ended September 30, 2008, respectively, compared to
$300 thousand and $900 thousand for the same periods in 2007. The increase in the provision for loan losses was based on management’'s
assessment of various factors affecting the loan portfolio, including, among others, growth in the portfolio, ongoing evaluation of credit
quality and general economic conditions. Net charge-offs amounted to $432 thousand and $596 thousand for the third quarter and first nine
months of 2008, respectively, as compared to net charge-offs of $155 thousand and $322 thousand for the same periods in 2007. The
Corporation will continue to assess the adequacy of its allowance for |oan losses in accordance with its established policies.

Noninterest Income

Noninterest income is an important source of revenue for Washington Trust. Total noninterest income amounted to $10.6 million and
$33.8 million for the third quarter and first nine months of 2008, respectively, down $1.3 million and $428 thousand from the same periodsin
2007. The decline in noninterest income was largely due to the recognition of write-downs on certain perpetual preferred stock holdings
deemed to be other-than-temporarily impaired in 2008. The impairment charges totaled $982 thousand in the third quarter and $3.0 million for
the first nine months of 2008. See additional disclosure on impairment charges recognized in 2008 under the caption “ Securities.”

Excluding net gains and losses on securities, noninterest income for the third quarter of 2008 was down by $278 thousand, or 2%, from the

third quarter of 2007. For the first nine months of 2008, noninterest income, excluding net gains and losses on securities, was up by
$988 thousand, or 3%, from the same period in 2007.
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The following table presents a noninterest income comparison for the three and nine months ended September 30, 2008 and 2007:

(Dallars in thousands) Three Months Nine Months
$ % $ %
Periods ended September30 2008 2007 Chg Chg 2008 2007 Chg Chg

Noninterest income:
Wealth management services:

Trust and investment advisory fees $ 5238 $ 5336 $ (98) (2%) $ 15901 $ 15626 $ 275 2%

Mutual fund fees 1,383 1,386 3) —% 4,169 4,000 169 4%

Financial planning, commissions and other service fees 570 456 114 25% 2,029 1,915 114 6%

Wealth management services 7,191 7,178 13 % 22,099 21,541 558 3%

Service charges on deposit accounts 1,215 1,214 1 —% 3,583 3,559 24 1%
Merchant processing fees 2,221 2,252 (31) (1%) 5,407 5,285 122 2%
Income from bank-owned life insurance 452 376 76 20% 1,352 1,166 186 16%
Net gains on loan sales and commissions

on loans originated for others 239 431 (192) (45%) 1,163 1,205 (42) (3%)
Other income 254 399 (245) (36%) 1,269 1,129 140 12%
Subtotal 11,572 11,850 (278) (2%) 34,873 33,885 988 3%
Net gains on securities - - - % 1,909 336 1,573 468%
L osses on write-downs of investments

to fair value (982) - (982) —% (2,989) - (2,989) -%
Total noninterest income $ 10,590 $ 11,850 $ (1,260) (11%) $ 33,793 $34221 $ (428) (1%)

Wealth management revenues for the third quarter of 2008 were essentially flat, as compared to the third quarter of 2007. Wealth
management revenues for the first nine months of 2008 increased by $558 thousand, or 3%, from the same period in 2007. Revenue from
wealth management services is largely dependent on the value of assets under administration and is closely tied to the performance of the
financial markets. Wealth management assets under administration totaled $3.625 hillion at September 30, 2008, down $389.9 million, or 10%,
from December 31, 2007 and down $401.4 million, or 10%, from September 30, 2007. The decline in assets under administration in the first
nine months of 2008 was primarily due to lower vauations in the financial markets.

The following table presents the changes in wealth management assets under administration for the three and nine month periods ended
September 30, 2008 and 2007:

(Dallars in thousands)

Three Months Nine Months
Periods ended September 30, 2008 2007 2008 2007
Balance at the beginning of period $ 3923595 $ 3,867,674 $ 4,014,352 $ 3,609,180
Net market (depreciation) appreciation and income (321,488) 122,424 (512,983) 284,149
Net customer cash flows 22,395 35,779 123,133 132,548
Balance at the end of period $ 3,624,502 $ 4,025877 $ 3,624502 $ 4,025,877

Income from bank-owned life insurance (“BOLI") amounted to $452 thousand for the third quarter of 2008, up by $76 thousand, or 20%, from
the same quarter ayear earlier. For the nine months ended September 30, 2008, income from BOL | totaled $1.4 million, up by $186 thousand,
or 16%, from the same period in 2007. BOLI represents life insurance on the lives of certain employees who have consented to allowing the
Bank to be the beneficiary of such policies. The Corporation expects to benefit from the BOLI contracts as a result of the tax-free growth in
cash surrender value and death benefits that are expected to be generated over time. The BOLI investment provides a means to mitigate
increasing employee benefit costs.

We originate residential mortgage loans for sale in the secondary market and also originate loans for various investors in a broker capacity,
including conventional mortgages and reverse mortgages. In addition, from time to time we sell the guaranteed portion of Small Business
Administration (“SBA") loans to investors. Net gains on loan sales and commissions on loans originated for others totaled $239 thousand
for the third quarter 2008, down by 45% from the same quarter in 2007, primarily due to lower gains on sales of residential mortgage
loans. For thefirst nine months of
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2008, net gains on loan sales and commissions on loans originated for others amounted to $1.2 million, down by 3% from the same period in
2007, mainly due to lower gains on sales of SBA loans.

Other income consists of mortgage servicing fees, changes in fair value of certain interest rate swap contracts, non-customers ATM fees,
safe deposit rents, wire transfer fees, fees on letters of credit and other fees. Other income during the three months ended September 30,
2008 decreased by $145 thousand from the same period a year earlier. For the first nine months of 2008, other income amounted to
$1.3 million, up by 12% from the same period in 2007. The year to date increase in other income was largely due to certain interest rate swap
contracts Washington Trust executed to help commercial loan borrowers manage their interest rate risk. See additional discussion in Note 9
to the Consolidated Financial Statements.

L osses on write-downs of investments to fair value of $982 thousand were charged to earnings in the third quarter of 2008 on FHLMC and
FNMA perpetual preferred stock holdings deemed to be other-than-temporarily impaired. There were no securities gains or losses
recognized in the third quarter of 2007. During the nine months ended September 30, 2008, other-than-temporary impairment charges of
$3.0 million have been recognized on equity security perpetual preferred stock holdings issued by FHLMC, FNMA and two other corporate
issuers. Included in net gains on securities in the nine months ended September 30, 2008 were realized gains of $232 thousand on the sale of
commercial debt securities and realized gains of $1.7 million on the sale of other equity securities. For the nine months ended September 30,
2007, net gains on securities totaled $336 thousand.

Noninterest Expense

Noninterest expenses amounted to $18.5 million for the third quarter of 2008, up $1.2 million, or 7%, from the same quarter ayear ago. For the
nine months ended September 30, 2008, noninterest expenses totaled $53.7 million, up $1.5 million, or 3%, from the same period in
2007. Included in noninterest expenses in 2007 were first quarter 2007 debt prepayment penalties of $1.1 million and second quarter 2007
charitable contribution expense of $520 thousand. Annually, the Corporation makes a contribution of appreciated equity securities to its
charitable foundation. Washington Trust plans to make its current year annual contribution in the fourth quarter of 2008. Excluding the 2007
debt prepayment penalties and charitable contribution expense, noninterest expenses for the first nine months of 2008 increased $3.1 million,
or 6%, from the same period in 2007. Approximately 50% of the 2008 increase, on this basis, represents costs attributable to our wealth
management business, an increase in FDIC deposit insurance costs and operating expenses related to a de novo branch opened in June
2007.

The following table presents a noninterest expense comparison for the three and nine months ended September 30, 2008 and 2007:

(Dallars in thousands) Three Months Nine Months

$ % $ %
Periods ended September 30 2008 2007 Chg Chg 2008 2007 Chg Chg
Noninterest expense:
Sdaries and employee benefits $ 10580 $10,098 $ 482 5% $31,334 $30195 $ 1,139 4%
Net occupancy 1,123 1,021 102 10% 3,325 3,076 249 8%
Equipment 956 871 85 10% 2,877 2,564 313 12%
Merchant processing costs 1,857 1,916 (59) (3%) 4,523 4,493 30 1%
Outsourced services 700 556 144 26% 2,078 1,610 468 29%
Advertising and promotion 376 466 (90) (19%) 1,229 1,467 (238) (16%)
Legd, audit and professional fees 626 444 182 41% 1,599 1,298 301 23%
Amortization of intangibles 320 341 (20) (6%) 972 1,057 (85) (8%)
Debt prepayment penalties - - - - - 1,067 (2,067) (100%)
Other 1,933 1,599 334 (21%) 5,730 5,354 376 7%
Total noninterest expense $18471 $17312 $ 1,159 7% $53667 $52181 $ 1486 3%

Salaries and employee benefit expense, the largest component of noninterest expense, totaled $10.6 million and $31.3 million, respectively, for
the three and nine months ended September 30, 2008, up 5% and 4%, respectively, from the same periods ayear ago. Approximately 49% of
the year to date increase in 2008 represented costs attributable to our wealth management business and to a de novo branch opened in June
2007.

Net occupancy expense for the three and nine months ended September 30, 2008, increased by 10% and 8%, respectively, from the same
periodsin 2007. Thisincrease reflects higher utility costs for the quarter-to-date period,
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higher rental expense for premises leased by the Bank, and includes occupancy costs associated with the de novo branch opened in June
2007. For the third quarter and first nine months of 2008, equipment expense increased 10% and 12%, respectively, as compared to the same
periodsayear earlier. Thisincrease reflected additional investments in technology and other equipment.

Outsourced services for the three and nine months ended September 30, 2008 increased by $144 thousand and $468 thousand, respectively,
from the comparable periods in 2007 due largely to higher third party vendor costs. Approximately 67% of the year to date increase was
attributable to higher outsourced services expenses for our wealth management business and included wealth management platform and
product support costs.

Advertising and promotion expense for the three and nine months ended September 30, 2008 decreased by $90 thousand and $238 thousand,
respectively, from the same periodsin 2007 due to timing of promotions.

Legal, audit and professional fees for the three and nine months ended September 30, 2008 increased by $182 thousand and $301 thousand,
respectively, from the same periods last year. The 2008 amounts include legal costs associated with the issuance of the junior subordinated
debentures in the second quarter of 2008 (see Note 7). The increase in legal, audit and professional fees was attributable to the debt
issuance costs in the second quarter, various consulting matters and recruitment costs.

Debt prepayment penalties expense, resulting from the first quarter 2007 prepayment of $26.5 million in higher cost FHLB advances,
amounted to $1.1 million. There have been no repayment penalty charges recognized in 2008.

Included in other noninterest expenses in the second quarter of 2007 was $520 thousand representing the cost of the Corporation's
contribution of appreciated equity securities to its charitable foundation. Washington Trust plans to make its annual contribution to the
foundation in the fourth quarter of this year and expects the cost of this contribution to be approximately $450 thousand. Excluding the
second quarter 2007 charitable contribution, other noninterest expenses for the three and nine months ended September 30, 2008, increased
$334 thousand and $896 thousand, respectively. This was largely due to an increase in FDIC deposit insurance costs, which were up by
$216 thousand on a quarter to date basis and $620 thousand on a year to date basis, as compared to 2007. On October 20, 2008 the FDIC
issued a proposed rule that would amend its risk-based assessment system and change assessment rates. The comment period for the
proposal will end on November 17, 2008. The Corporation is evaluating the proposed rule, which, if adopted in its current form, would likely
result in higher assessment rates and an increase in FDIC insurance costs for the Corporation in 2009.

Income T axes

On July 3, 2008, the Commonwealth of Massachusetts enacted alaw that included reducing the tax rate on net income applicable to financial
institutions and requiring combined income tax reporting. The rate will be reduced from the current rate of 10.5% to 10.0% for 2010, 9.5% for
2011 and 9.0% for 2012 and thereafter. Previously, certain Washington Trust subsidiaries were subject to Massachusetts income tax on a
separate return basis. Under the new legislation, effective January 1, 2009, Washington Trust, as a consolidated tax group, will be subject to
income tax in Commonwealth of Massachusetts. Washington Trust has analyzed the impact of thislaw and, as a result of revaluing its net
deferred tax asset, recognized an income tax benefit of $841 thousand in the third quarter of 2008.

Income tax expense amounted to $1.6 million and $7.2 million for the three and nine months ended September 30, 2008, respectively, as
compared to $3.0 million and $8.2 million for the same periods in 2007. The decrease in income tax expenses was largely due to the
recognition of the third quarter 2008 tax benefit described above. Excluding this income tax benefit, the Corporation’s effective tax rate for
the three and nine months ended September 30, 2008 was 32.2% and 31.8%, respectively, as compared to 31.3% and 31.4%, respectively, for
the same periods last year. These rates differed from the federal rate of 35% due to the benefits of tax-exempt income, the dividends received
deduction and income from BOLI. The Corporation currently expects the fourth quarter effective tax rate to be approximately 31.8%.

Financial Condition

Summary

Total assets amounted to $2.8 billion at September 30, 2008, up $227.9 million from December 31, 2007, with total loans increasing by
$195.4 million. Total liabilities were up $229.7 million in the nine months ended September 30, 2008, with FHLB advances increasing by
$131.0 million and total depositsincreasing by $91.0 million. Shareholders
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equity totaled $184.8 million at September 30, 2008, compared to $186.5 million at December 31, 2007. See additional discussion under the
caption “Liquidity and Capital Resources” and Note 11 to the Consolidated Financial Statements regarding the adoption of the measurement
date provisions of SFAS No. 158 and the resulting impact on shareholders' equity.

Effective January 1, 2008, the Corporation adopted SFAS No. 157 and, as a result, has classified certain financial assets and liabilities as
Level 1, 2 or 3within thefair value hierarchy set forthin SFAS No. 157. Effective September 30, 2008, Washington Trust adopted FASB Staff
Position No. 157-3 that was issued on October 10, 2008 to clarify the application of SFAS No. 157 in a market that is not active. Fair values
determined by Level 1 inputs utilize quoted prices for identical assets or liabilitiesin active markets. Fair values determined by Level 2 inputs
utilize quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or ligbilities in inactive
markets, and model-derived valuations in which al significant input assumptions are observable in active markets. Fair values determined by
Level 3 inputs utilize valuation techniques in which one or more significant input assumptions are unobservable in the markets and which
reflect the Corporation’s market assumptions.

As noted in Note 10 to the Consolidated Financial Statements, a mgjority of our fair value measurements utilize Level 2 inputs. Our Level 2
financial instruments consist primarily of available for sale debt securities. These debt securities were initially valued at their transaction
price and subseguently valued based on matrix pricing with market data inputs such as reportable trades, benchmark yields, broker/dealer
quotes, bids, offers, issuers spreads, credit ratings and other industry and economic events. Such inputs are observable in the market or can
be derived principally from or corroborated by observable market data. When necessary, we validate our valuation techniques by reviewing
the underlying basis for the models used by pricing sources and obtaining market values from other pricing sources. As of September 30,
2008, our Level 3 financial instruments consist primarily of two available for sale pooled trust preferred securities, which were not actively
traded. To determine their fair values, Washington Trust utilized received valuations from third parties whose results were based on
discounted cash flow methodologies. Their fair values were reviewed against similar securities that were more actively traded in order to
assess the reasonableness of the fair values. Our fair values assumed liquidation in an orderly market and not under distressed
circumstances. If Washington Trust was required to sell these securitiesin an unorderly fashion, actual proceeds received could potentially
be significantly lessthan their fair values.

Securities

Washington Trust’'s securities portfolio is managed to generate interest income, to implement interest rate risk management strategies, and
to provide a readily available source of liquidity for balance sheet management. At September 30, 2008 the investment securities portfolio
totaled $753.5 million, up $1.7 million from December 31, 2007. At September 30, 2008, the fair value of mortgage-backed securities amounted
to $566.0 million. All of the Corporation’'s mortgage-backed securities are issued by U.S. Government agencies or U.S. Government-
sponsored enterprises.

The net unrealized |osses on securities available for sale amounted to $18.1 million at September 30, 2008 compared to net unrealized gains on
securities available for sale of $1.2 million at December 31, 2007. Included in these net amounts were gross unrealized |osses amounting to
$22.8 million and $8.1 million at September 30, 2008 and December 31, 2007, respectively. The increase in net unrealized losses in the first
nine months of 2008 was primarily due to spread widening on credit-sensitive securitiesissued by corporations and municipalities asaresult
of investor concerns about liquidity and credit weaknessin the financial markets.

At September 30, 2008 approximately 54% of the net unrealized losses in the investment securities portfolio were concentrated in variable
rate trust preferred securities issued by financial services companies. These trust preferred securities holdings consist of seven individual
name issuers in the financial industry, including, where applicable, the impact of mergers and acquisitions of issuers subsequent to original
purchase, and two pooled trust preferred securitiesin the form of collateralized debt obligations. The pooled trust preferred holdings consist
of trust preferred obligations of banking industry companies and, to a lesser extent, insurance industry companies. For both of its pooled
trust preferred holdings, Washington Trust’s investment is senior to one or more subordinated tranches that have first loss exposure. The
respective tranche of the pooled trust preferred securities held by the Corporation continues to accrue and make payments as expected, and
have investment grade credit ratings.
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The following is supplemental information on the trust preferred securities aswell as other information concerning the securities portfolio:

At September 30, 2008

Number Credit Amortized Unrealized Fair
(Dollarsin thousands) Of Issuers Rating (a) Cost Gains L osses Vaue
Trust preferred securities
Individual name issuers (b): 2 Aa $ 15415 $ - 3 (3480) $ 11,935
4 A 13,192 - (3,068) 10,124
1 Baa 1,908 - (1,175) 733
Total individual name issuers 7 30,515 - (7,723) 22,792
Collateralized debt obligations (© Baa 7,470 - (4,478) 2,992
Total trust preferred securities $ 37,985 $ - $ (12201 $ 25,784
Corporate bonds 1 Baa $ 1,748 $ - $ 4 3 1,734

(a) Source: Moody's

(b) We own various series of trust preferred securitiesissued by seven corporate financial institutions.

(c) We own two pooled trust preferred securities in the form of collateralized debt obligations. There are 73 issuers in one of the pooled
trust preferred securities, and 38 issuers in the other. As of September 30, 2008, 3 of the 73 pooled issuers for one security and 2 of the
38 pooled issuers for the other security have invoked their original contractual right to defer interest payments. The respective tranche
of the securities held by Washington Trust continues to accrue and make payments as expected, and have investment grade credit
ratings.

At September 30, 2008

Amortized Unrealized Fair
(Dollarsin thousands) Cost Gains L osses Vaue
Common and preferred stocks
Common stock $ 1458 $ 350 $ (36) $ 1,772
Perpetual preferred stock:
FNMA preferred stock 71 - - 71
FHLMC preferred stock 18 - - 18
Other preferred (financials) 4,064 - (1,399) 2,665
Other preferred (utilities) 1,000 - (154) 846
Total preferred 5,153 - (1,553) 3,600
Total common and preferred stocks $ 6,611 $ 30 $ (1589 $ 5,372

Losses on write-downs of investments to fair value were charged to earnings for equity securities deemed to be other-than-temporarily
impaired in the amounts shown in the following table:

(Dollarsin thousands)

Three Nine
Periods ended September 30, 2008 Months Months
FNMA and FHLMC preferred stock $ 982 $ 1412
Other preferred (financials) - 1,577
Total $ 982 $ 2,989

See Note 3 to the Consolidated Financial Statements for additional discussion on securities.

Federal Home L oan Bank Stock
The Corporation isrequired to maintain alevel of investment in FHLB stock that currently is based on the level of its FHLB advances. As of
September 30, 2008 and December 31, 2007, the Corporation’s investment in FHLB stock totaled $42.0 million and $31.7 million, respectively.
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Loans

We originate residential mortgage loans within our general market area of southern New England for portfolio and for sale in the secondary
market. The majority of loans sold are sold with servicing released. From time to time we purchase one to four family residential mortgages
originated in other states as well as southern New England from other financial institutions. All residential mortgage loans purchased from
other financial institutions have been individually underwritten using standards similar to those employed for our self-originated loans. The
following is ageographic summary of residential mortgages by property location as of September 30, 2008.

(Dollars in thousands) Balance % of Total

Rhode | sland, Connecticut, M assachusetts $ 541,785 87.7%
New York, Virginia, New Jersey, Maryland, Pennsylvania, District of Columbia 28,752 4.6%
Ohio, Michigan 20,724 3.4%
California, Washington, Oregon 13,216 2.1%
Colorado, Texas, New Mexico, Utah 8,646 1.4%
Georgia 2,545 0.4%
New Hampshire, Vermont 2,073 0.3%
Other 588 0.1%
Total $ 618,329 100.0%

The consumer portfolio is predominantly home equity lines and home equity loans. All home equity lines and home equity loans were
originated by Washington Trust in its general market area. Consumer loans also include personal installment loans and loans to individuals
secured by general aviation aircraft and automobiles.

The commercial loan portfolio consists of commercial mortgages, construction and development (together, “commercial real estate”) and
other commercial loans. Approximately 90% of our commercial real estate loans are located in Rhode Island, Massachusetts and
Connecticut. Theremaining 10% islocated in New Y ork, New Hampshire, Pennsylvaniaand New Jersey. Other commercial loans are largely
collateralized and in many cases the collateral consists of real estate occupied by the business as well as other business assets.

Total loans grew by $195.4 million, or 12%, during the first nine months of 2008 and amounted to $1.8 billion at September 30,
2008. Commercial loans rose by $46.8 million, or 6%, in the third quarter of 2008, representing the eighth consecutive quarter of firm
growth. Commercia loans have increased by $161.6 million, or 24%, in the first nine months of 2008. Residential loans increased by
$10 million, or 2%, in the third quarter of 2008. On ayear to date basis, residential loansincreased by $18.7 million, or 3%. In thefirst quarter
of 2008, Washington Trust sold $17.9 million in residential portfolio loans for interest rate risk and balance sheet management purposes,
which resulted in a gain on sale of $80 thousand. We do not have a practice of selling loans from portfolio and we have not sold any
packages of loans from our portfolio in many years. Consumer loans increased by $6.6 million, or 2%, in the third quarter of 2008 and by
$15.2 million, or 5%, in the first nine months of 2008.

Asset Quality

Allowance for Loan L osses

Establishing an appropriate level of allowance for loan losses necessarily involves a high degree of judgment. The Corporation uses a
methodology to systematically measure the amount of estimated loan loss exposure inherent in the loan portfolio for purposes of
establishing a sufficient allowance for loan losses. For a more detailed discussion on the allowance for loan losses, see additional
information in Item 7 under the caption “Application of Critical Accounting Policies and Estimates’” of Washington Trust's Annual Report
on Form 10-K for the fiscal year ended December 31, 2007.

The allowance for loan losses is management’s best estimate of the inherent risk of loss in the loan portfolio as of the balance sheet
date. Theallowanceisincreased by provisions charged to earnings and by recoveries of amounts previously charged off, and is reduced by
charge-offsonloans. Inaddition, various regulatory agencies, as an integral part of their examination process, periodically review afinancia
institution's allowance for loan losses and carrying amount of other real estate owned. Such agencies may require the financial institution to
recognize additions to the allowances for loan losses based on their judgments about information available to them at the time of their
examination.
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At September 30, 2008, the alowance for loan losses was $22.6 million, or 1.28% of total loans, and 337% of total nonaccrual loans. This
compares with an allowance of $20.3 million, or 1.29% of total loans, and 471% of nonaccrual loans at December 31, 2007. Net charge-offs
amounted to $432 thousand and $596 thousand, respectively, for the quarter and first nine months of 2008, as compared to net charge-offs of
$155 thousand and $322 thousand for the same periods in 2007. Management believes that the level of allowance for loan losses at
September 30, 2008 is appropriate.

Nonperforming Assets
Nonperforming assets include nonaccrual loans and other real estate owned. Nonperforming assets are summarized in the following table:

(Dallarsin thousands) September 30, December 31,
2008 2007
Nonaccrual loans 90 days or more past due $ 5370 $ 2,490
Nonaccrual loans | ess than 90 days past due 1,341 1,814
Total nonaccrual |oans 6,711 4,304
Property acquired through foreclosure or repossession, net 113 -
Total nonperforming assets $ 6,824 $ 4,304
Nonaccrual loans as a percentage of total loans 0.38% 0.27%
Nonperforming assets as a percentage of total assets 0.25% 0.17%
Allowance for loan losses to nonaccrual |oans 337.22% 471.12%
Allowance for |oan losses to total loans 1.28% 1.29%

Thefollowing isan analysis of nonaccrual |oans by loan category.

(Dollars in thousands) September 30, December 31,
2008 2007
Residential real estate mortgages $ %2 $ 1,158
Commercial:
Mortgages 1,986 1,094
Construction and devel opment - -
Other 3,555 1,781
Consumer 208 271
Total nonaccrual loans $ 6,711 $ 4,304

Theincrease in nonaccrual loans was largely due to 6 commercial |oan relationships, totaling $2.1 million at September 30, 2008, moving into
the non-accruing loan classification. There were no accruing loans 90 days or more past due at September 30, 2008 or December 31, 2007.

At September 30, 2008, the Corporation had one restructured nonaccrual loan with no carrying value and 6 restructured accruing loans
totaling $479 thousand. At December 31, 2007, there were no restructured nonaccrual loans and one restructured accruing loan with a
balance of $1.7 million.

Impaired loans consist of al nonaccrual commercial loans and loans restructured in a troubled debt restructuring. At September 30, 2008, the
recorded investment in impaired loans was $6.0 million, which had a related loan loss allowance of $705 thousand based on management’s
evaluation of applicable collateral or expected cash flows. Also during the nine months ended September 30, 2008, interest income
recognized on impaired |oans amounted to approximately $228 thousand.
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Thefollowing isan analysis of past due loans by loan category.

(Dollarsin thousands) September 30, December 31,
2008 2007
Loans 30-59 Days Past Due
Commercial categories $ 3560 $ 1,450
Residential mortgages 1,619 1,620
Consumer loans 77 73
L oans 30-59 days past due 5,256 3,143
L oans 60-89 Days Past Due
Commercial categories 257 1,313
Residential mortgages 296 39
Consumer loans - 38
Loans 60-89 days past due 553 1,390
Loans 90 Days or more Past Due
Commercial categories 5,134 1,963
Residential mortgages 188 441
Consumer loans 48 86
L oans 90 days or more past due 5,370 2,490
Total Past Due Loans
Commercial categories 8,951 4,726
Residential mortgages 2,103 2,100
Consumer loans 125 197
Total past due loans $ 11,179 $ 7,023

Total 30 day+ delinquencies amounted to $11.2 million, or 0.63% of total loans, at September 30, 2008, up $4.2 million in the first nine months
of 2008. The largest increase was in the commercia loan category, which rose by $4.2 million in the first nine months of 2008. Commercial
loans represent $9.0 million, or 80%, of total delinquencies at September 30, 2008.

Washington Trust has never offered a subprime residential loan program. Total residential mortgage and consumer loan 30
day+ delinquencies amounted to $2.2 million, or 0.24% of these loans, at September 30, 2008, compared to $2.3 million, or 0.26%, at
December 31, 2007. Total 90 day+ delinquenciesin the residential mortgage and consumer loan categories amounted to $188 thousand (three
loans) and $48 thousand (one loan), respectively, at September 30, 2008. Nonaccrual loans, which include the 90 day+ delinquencies,
amounted to $962 thousand and $208 thousand in the residential mortgage and consumer loan categories, respectively, at September 30,
2008.

The Corporation classifies certain loans as “substandard,” “doubtful,” or “loss” based on criteria consistent with guidelines provided by
banking regulators. Potential problem loans consist of classified accruing commercial loans that are performing, but where known
information about possible credit problems of the related borrowers causes management to have doubts as to the ability of such borrowers
to comply with the present loan repayment terms and which may result in disclosure of such loans as nonperforming at some time in the
future. These loans are not included in the disclosure of nonaccrual or restructured loans above. Management cannot predict the extent to
which economic conditions may worsen or other factors which may impact borrowers and the potential problem loans. Accordingly, there
can be no assurance that other loans will not become 90 days or more past due, be placed on nonaccrual, become restructured, or require
increased allowance coverage and provision for loan losses. The Corporation has identified approximately $7.4 million in potential problem
loans at September 30, 2008, as compared to $8.1 million at December 31, 2007. Approximately 90% of the potential problem loans at
September 30, 2008 consisted of 5 commercial lending relationships, which have been classified based on our evaluation of the financial
condition of the borrowers. The Corporation’s loan policy provides guidelines for the review and monitoring of such loans in order to
facilitate collection.

Deposits

Deposits totaled $1.7 billion at September 30, 2008, up by $91.0 million in the first nine months of 2008. Excluding out of market brokered
certificates of deposit, in-market deposits grew by $32.9 million, or 2%, from the balance at
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December 31, 2007. Runoff occurred in money market and savings deposits, while demand deposits and in-market time deposits rose by
$61.0 million in the first nine months of 2008.

Demand deposits increased $12.3 million, or 7%, in the first nine months of 2008 and totaled $187.8 million at September 30, 2008.

NOW account balances decreased by $115 thousand, or 0.1%, in the first nine months of 2008 and totaled $164.8 million at September 30,
2008.

Money market account balances amounted to $298.1 million at September 30, 2008, down by $23.5 million, or 7%, from the balance at
December 31, 2007.

During the first nine months of 2008, savings deposits decreased by $4.4 million, or 3%.

Time deposits (including brokered certificates of deposit) were up by $106.8 million, or 13%, from the balance at December 31,
2007. Beginning in the third quarter of 2008, Washington Trust became a member of the Certificate of Deposit Account Registry Service
(“CDARS") network. Washington Trust uses CDARS to place customer funds into certificates of deposit issued by other banks that are
members of the CDARS network. This occurs in increments less than FDIC insurance limits to ensure that customers are eligible for full
FDIC insurance. We receive a reciprocal amount of deposits from other network members who do the same with their customer
deposits. CDARS deposits are considered to be brokered deposits for banking regulatory purposes. We consider these reciprocal CDARS
deposit balances to be in-market deposits as distinguished from traditional out-of-market brokered deposits. Excluding out of market
brokered certificates of deposit, in-market time deposits grew by $32.9 million, or 2%, in the first nine months of 2008. Included in this
amount are CDARS reciprocal time deposits of $21.7 million at September 30, 2008. The Corporation utilizes out of market brokered time
deposits as part of its overall funding program along with other sources. Out of market brokered time deposits amounted to $187.9 million at
September 30, 2008, up by $58.1 million, or 45%, from December 31, 2007.

Borrowings

The Corporation utilizes advances from the FHLB as well as other borrowings as part of its overall funding strategy. FHLB advances are
used to meet short-term liquidity needs, to purchase securities and to purchase loans from other institutions. FHLB advances increased
$131.0 million during the nine months ended September 30, 2008.

During the third quarter of 2008, Washington Trust recognized aliability of $5.6 million, with a corresponding increase in goodwill, related to
the acquisition of Weston Financial in August 2005. This represented amounts earned under the terms of the Stock Purchase Agreement,
which provided for a contingent payment earn-out in each year during the three-year period ending December 31, 2008. In the first quarter of
2008, the Corporation paid approximately $8.1 million, which represented the 2007 earn-out payment.

See Note 7 to the Consolidated Financial Statements for additional information on borrowings.

Liquidity and Capital Resour ces

Liquidity isthe ability of afinancial institution to meet maturing liability obligations and customer loan demand. Washington Trust’s primary
source of liquidity is deposits. Deposits (demand, NOW, money market, savings and time deposits) funded approximately 62% of total
average assets in the first nine months of 2008. Other sources of funding include discretionary use of purchased liabilities (e.g., FHLB term
advances and other borrowings), cash flows from the Corporation’s securities portfolios and loan repayments. In addition, securities
designated as available for sale may be sold in response to short-term or long-term liquidity needs.

The Corporation’s Asset/Liability Committee (“ALCO”) establishes and monitors internal liquidity measures to manage liquidity
exposure. Liquidity remained well within target ranges established by the AL CO during the first nine months of 2008.

For the nine months ended September 30, 2008, net cash provided by financing activities amounted to $225.2 million due primarily to net
increases in FHLB advances and deposits. See disclosure regarding the issuance of junior subordinated debentures in Note 7 to the
Consolidated Financial Statements. Net cash used in investing activities totaled $238.3 million for the nine months ended September 30, 2008
and was used mainly to fund loan growth and
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purchases of loans and securities. During the first quarter of 2008, the Corporation received approximately $18.0 million in proceeds on the
sale of certain residential mortgage loans from its loan portfolio. See additional discussion under the caption “Loans’ in the section |abeled
Financial Condition. Alsointhefirst quarter of 2008, the Corporation paid $8.1 million in deferred acquisition obligations. Net cash provided
by operating activities amounted to $22.3 million for the nine months ended September 30, 2008, and was generated primarily by net
income. Seethe Corporation’s Consolidated Statements of Cash Flows for further information about sources and uses of cash.

Total shareholders' equity amounted to $184.8 million at September 30, 2008, compared to $186.5 million at December 31, 2007. The decrease
reflects the Corporation’s net income of $18.0 million which was more than offset by dividends declared of $8.3 million and a $12.3 million
increase in accumulated other comprehensive loss. The increase in accumulated other comprehensive loss was primarily due to increasesin
net unrealized losses on securities available for sale. Also in 2008, the Corporation adopted the required measurement date provisions of
SFAS No. 158. The effect of this accounting change was a net reduction to equity of $426 thousand. See Note 11 to the Consolidated
Financial Statements for additional information regarding the adoption of the measurement date provisions of SFAS No. 158.

Under the Corporation’s 2006 Stock Repurchase Plan, no shares were repurchased during the nine months ended September 30, 2008. As of
September 30, 2008, a cumulative total of 185,400 shares have been repurchased at a total cost of $4.8 million under the 2006 Stock
Repurchase Plan.

Theratio of total equity to total assets amounted to 6.7% at September 30, 2008, down from 7.3% at December 31, 2007. Book value per share
as of September 30, 2008 and December 31, 2007 amounted to $13.76 and $13.97, respectively. The tangible book value per share was $8.80 at
September 30, 2008, compared to $9.33 at the end of 2007.

The Corporation is subject to various regulatory capital requirements. As of September 30, 2008, the Corporation is categorized as “well-
capitalized” under the regulatory framework for prompt corrective action. See Note 8 to the Consolidated Financial Statements for additional
discussion of capital requirements.

On October 2, 2008, the Corporation announced that it had entered into a purchase agreement with select institutional investors pursuant to
which it raised $50 million in a private placement of its own common stock. The net proceeds were approximately $47 million after deducting
offering related fees and the proceeds were received on October 7, 2008. The Corporation issued a total of 2.5 million shares of common
stock at a price of $20 per share in the private placement. On October 20, 2008, Washington Trust filed aregistration statement with the SEC
to register these shares for resale. See Note 17 to the Consolidated Financial Statements for more information regarding the capital issuance.

Contractual Obligations and Commitments
The Corporation has entered into numerous contractual obligations and commitments. The following table summarizes our contractual cash
obligations and other commitments at September 30, 2008.

(Dallarsin thousands) Payments Due by Period
Less Than After
Tota 1VYear 1-3Years 4-5Years 5Years

Contractual Obligations:

FHLB advances (1) $ 747430 $ 197617 $ 222698 $ 188175 $ 138,940
Junior subordinated debentures 32,991 - - - 32,991
Operating lease obligations 4,651 1,269 1,023 871 1,488
Software licensing arrangements 1,802 958 839 5 -
Treasury, tax and loan demand note 2,972 2,972 - - -
Deferred acquisition obligations 7,605 7,605 - - -
Other borrowed funds 19,862 29 66 19,578 189
Total contractual obligations $ 817313 $ 210450 $ 224626 $ 208629 $ 173,608

(1) All FHLB advances are shown in the period corresponding to their scheduled maturity.
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(Dollarsin thousands) Amount of Commitment Expiration — Per Period
Less Than After
Total 1Year 1-3Years 4-5Years 5Years

Other Commitments:
Commercia loans $ 166,531 $ 106,297 $ 3,714 % 17864 $ 10,656
Home equity lines 178,652 664 7,378 - 170,610
Other loans 27,580 26,415 545 620 -
Standby letters of credit 7,656 917 100 6,639 -
Forward loan commitments to:

Originate loans 3,299 3,299 - - -

Sdll loans 4,372 4,372 - - -
Customer related derivative contracts:

Interest rate swaps with customers 14,048 - - 10,229 3,819

Mirror swaps with counterparties 14,048 - - 10,229 3,819
Interest rate risk management contract:

Interest rate swap 10,000 - - 10,000 -
Total commitments $ 426,186 $ 141964 $ 39,737 $ 55581 $ 188,904

See additional discussion in Note 9 to the Consolidated Financial Statements for more information regarding the nature and business
purpose of financial instruments with off-bal ance sheet risk and derivative financial instruments.

Off-Balance Sheet Arrangements

In the normal course of business, Washington Trust engages in a variety of financial transactions that, in accordance with GAAP, are not
recorded in the financial statements, or are recorded in amounts that differ from the notional amounts. Such transactions are used to meet
the financing needs of its customers and to manage the exposure to fluctuations in interest rates. These financial transactions include
commitments to extend credit, standby letters of credit, financial guarantees, interest rate swaps and floors, and commitments to originate
and commitments to sell fixed rate mortgage loans. These transactions involve, to varying degrees, elements of credit, interest rate and
liquidity risk. The Corporation uses the same credit policies in making commitments and conditional obligations as it does for on-balance
sheet instruments.

For additional information on financial instruments with off-balance sheet risk and derivative financia instruments see Note 9 to the
Consolidated Financial Statements.

Asset/Liability Management and Interest Rate Risk

The ALCO isresponsible for establishing policy guidelines on liquidity and acceptable exposure to interest rate risk. Interest raterisk isthe
risk of loss to future earnings due to changes in interest rates. The objective of the ALCO is to manage assets and funding sources to
produce results that are consistent with Washington Trust’sliquidity, capital adequacy, growth, risk and profitability goals.

The ALCO manages the Corporation’s interest rate risk using income simulation to measure interest rate risk inherent in the Corporation’s
on-balance sheet and off-balance sheet financial instruments at a given point in time by showing the effect of interest rate shifts on net
interest income over a 12-month horizon, the month 13 to month 24 horizon and a 60-month horizon. The simulations assume that the size
and general composition of the Corporation’s balance sheet remain static over the simulation horizons, with the exception of certain deposit
mix shifts from low-cost core savings to higher-cost time depositsin selected interest rate scenarios. Additionally, the simulations take into
account the specific repricing, maturity, call options, and prepayment characteristics of differing financial instruments that may vary under
different interest rate scenarios. The characteristics of financial instrument classes are reviewed periodically by the ALCO to ensure their
accuracy and consistency.

The ALCO reviews simulation results to determine whether the Corporation’s exposure to a decline in net interest income remains within
established tolerance levels over the simulation horizons and to develop appropriate strategies to manage this exposure. As of
September 30, 2008 and December 31, 2007, net interest income simulations indicated that exposure to changing interest rates over the
simulation horizons remained within tolerance levels established by the Corporation. The Corporation defines maximum unfavorable net
interest income exposure to be a change of no more than 5% in net interest income over the first 12 months, no more than 10% over the
second 12 months, and no more than
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10% over the full 60-month simulation horizon. All changes are measured in comparison to the projected net interest income that would
result from an “unchanged” rate scenario where both interest rates and the composition of the Corporation’s balance sheet remain stable for
a 60-month period. In addition to measuring the change in net interest income as compared to an unchanged interest rate scenario, the
ALCO aso measures the trend of both net interest income and net interest margin over a 60-month horizon to ensure the stability and
adequacy of this source of earningsin different interest rate scenarios.

The ALCO reviews a variety of interest rate shift scenario results to evaluate interest risk exposure, including scenarios showing the effect
of steepening or flattening changes in the yield curve shape as well as parallel changes in interest rates. Because income simulations
assume that the Corporation’s balance sheet will remain static over the simulation horizon, the results do not reflect adjustments in strategy
that the ALCO could implement in response to rate shifts.

The following table sets forth the estimated change in net interest income from an unchanged interest rate scenario over the periods
indicated for paralel changes in market interest rates using the Corporation’s on- and off-balance sheet financial instruments as of
September 30, 2008 and December 31, 2007. Interest rates are assumed to shift by a parallel 100 or 200 basis points upward or 100 basis
points downward over the periods indicated, except for core savings deposits, which are assumed to shift by lesser amounts due to their
relative historical insensitivity to market interest rate movements. Further, deposits are assumed to have certain minimum rate levels below
which they will not fall. It should be noted that the rate scenarios shown do not necessarily reflect the ALCO'’s view of the “most likely”
change ininterest rates over the periods indicated.

September 30, 2008 December 31, 2007
Months1 - 12 Months 13 - 24 Months1-12 Months13-24
100 basis point rate decrease -1.43% -2.93% -1.77% -2.24%
100 basis point rate increase 0.63% 0.09% -1.41% -3.62%
200 basis point rate increase 1.87% 0.74% -1.13% -6.11%

The ALCO estimates that the exposure of net interest income to falling rates as compared to an unchanged rate scenario results from a more
rapid decline in earning asset yields compared to rates paid in deposits. If rates were to fall and remain low for a sustained period, certain
core savings and time deposit rates could decline more slowly and by a lesser amount than other market rates. Asset yields would likely
decline more rapidly than deposit costs as current asset holdings mature or reprice, since cash flow from mortgage-related prepayments and
redemption of callable securitieswould increase as market rates fall.

The moderately positive exposure of net interest income to rising ratesin Year 1 as compared to an unchanged rate scenario results from a
more rapid relative rate of increase in asset yields than funding costs over the near term. For simulation purposes, core savings deposit rate
changes are anticipated to lag other market rates in both timing and magnitude. The ALCO's estimate of interest rate risk exposure to rising
rate environments, including those involving changes to the shape of the yield curve, incorporates certain assumptions regarding the shift
in mix from low-cost core savings deposits to higher-cost deposit categories, which has characterized a shift in funding mix during the most
recent rising interest rate cycle.

The slightly lower positive exposure of net interest income to rising ratesin Y ear 2 as compared to an unchanged rate scenario is primarily
attributable to a projected increase in funding costs associated with retail deposits. Increasesin interest rates have created greater growth in
rate-sensitive time and money market deposits than growth in other lower-cost deposit categories. The ALCO modeling process assumes
that this shift in deposit mix towards higher cost deposit categories would continue if interest rates were to increase, and that this
assumption accurately reflects historical operating conditions in rising rate cycles. Although asset yields would also increase in arising
interest rate environment, the cumulative impact of relative growth in the rate-sensitive higher cost deposit category suggests that by Y ear 2
of rising interest rate scenarios, the benefit in the Corporation’s cost of funds could reduce the rate of improvement in net interest margin
compared to Year 1 of the parallel rising rate scenarios presented here.

While the ALCO reviews simulation assumptions and back-tests simulation results to ensure that they are reasonable and current, income
simulation may not always prove to be an accurate indicator of interest rate risk or future net interest margin. Over time, the repricing,
maturity and prepayment characteristics of financial instruments and the composition of the Corporation’s balance sheet may change to a
different degree than estimated. Simulation modeling assumes a static balance sheet, with the exception of certain modeled deposit mix shifts
from low-cost core savings deposits to
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higher-cost money market and time deposits noted above. The static balance sheet assumption does not necessarily reflect the
Corporation’s expectation for future balance sheet growth, which is a function of the business environment and customer
behavior. Another significant simulation assumption is the sensitivity of core savings deposits to fluctuations in interest rates. Income
simulation results assume that changes in both core savings deposit rates and balances are related to changes in short-term interest
rates. The assumed relationship between short-term interest rate changes and core deposit rate and balance changes used in income
simulation may differ from the ALCO's estimates. Lastly, mortgage-backed securities and mortgage loans involve a level of risk that
unforeseen changes in prepayment speeds may cause related cash flows to vary significantly in differing rate environments. Such changes
could affect the level of reinvestment risk associated with cash flow from these instruments, as well as their market value. Changes in
prepayment speeds could also increase or decrease the amortization of premium or accretion of discounts related to such instruments,
thereby affecting interest income.

The Corporation also monitors the potential change in market value of its available for sale debt securities in changing interest rate
environments. The purpose is to determine market value exposure that may not be captured by income simulation, but which might result in
changes to the Corporation’s capital position. Results are calculated using industry-standard analytical techniques and securities
data. Available for sale equity securities are excluded from this analysis because the market value of such securities cannot be directly
correlated with changesin interest rates. The following table summarizes the potential change in market value of the Corporation’savailable
for sale debt securities as of September 30, 2008 and December 31, 2007 resulting from immediate parall€el rate shifts:

(Dollarsin thousands) Down 100 Up 200
Basis Basis
Security Type Points Points
U.S. Treasury and government-sponsored agency securities (noncallable) $ 1927 $ (3,574)
U.S. government-sponsored agency securities (callable) 37 (74)
States and political subdivision 5,512 (11,387)
M ortgage-backed securitiesissued by U.S. government agencies
and U.S. government-sponsored enterprises 9,962 (39,065)
Corporate securities (713) 1,187
Total change in market value as of September 30, 2008 $ 16,725 $ (52,913)
Total change in market value as of December 31, 2007 $ 15459 $ (46,812)

See additional discussion in Note 9 to the Corporation’s Consolidated Financial Statements for more information regarding the nature and
business purpose of financial instruments with off-balance sheet risk and derivative financial instruments.

ITEM 3. Quantitative and Qualitative Disclosures About Market Risk
Information regarding quantitative and qualitative disclosures about market risk appears under Item 2, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” under the caption “Asset/Liability Management and Interest Rate Risk.”

ITEM 4. Controlsand Procedures

Disclosure Controlsand Procedur es

As required by Rule 13a-15 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), the Corporation carried out an
evaluation under the supervision and with the participation of the Corporation's management, including the Corporation’s principal
executive officer and principal financial officer, of the effectiveness of the design and operation of the Corporation’s disclosure controls and
procedures as of the end of the quarter ended September 30, 2008. Based upon that evaluation, the principal executive officer and principal
financial officer concluded that the Corporation’s disclosure controls and procedures are effective and designed to ensure that information
required to be disclosed by the Corporation in the reportsit files or submits under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in the SEC'srules and forms. The Corporation will continue to review and document its disclosure
controls and procedures and consider such changes in future evaluations of the effectiveness of such controls and procedures, asit deems
appropriate.
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Internal Control Over Financial Reporting

There has been no change in our internal control over financial reporting during the period ended September 30, 2008 that has materially
affected, or isreasonably likely to materially affect, our internal control over financial reporting.

PART 11

Other Information
Item 1. Legal Proceedings
The Corporation is involved in various claims and legal proceedings arising out of the ordinary course of business. Management is of the
opinion, based on its review with counsel of the development of such matters to date, that the ultimate disposition of such matters will not
materially affect the consolidated financial position or results of operations of the Corporation.

Item 1A. Risk Factors

There have been no material changes in the risk factors described in Item 1A of Washington Trust's Annual Report on Form 10-K for the
year ended December 31, 2007.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table provides information as of and for the quarter ended September 30, 2008 regarding shares of common stock of the
Corporation that were repurchased under the Deferred Compensation Plan, the 2006 Stock Repurchase Plan, the 1988 Plan, the 1997 Plan, and
the 2003 Plan.

Total number of ~ Maximum number
shares purchased of sharesthat
as part of publicly may yet be

Total number of Average price announced plan  purchased under
shares purchased paid per share (s) the plan(s)
Deferred Compensation Plan (1)

Balance at beginning of period N/A
7/1/2008 to 7/31/2008 - - - N/A
8/1/2008 to 8/31/2008 - - - N/A
9/1/2008 to 9/30/2008 — - — N/A

Total Deferred Compensation Plan - - — N/A

2006 Stock Repurchase Plan (2)

Balance at beginning of period 214,600
7/1/2008 to 7/31/2008 - - - 214,600
8/1/2008 to 8/31/2008 - - - 214,600
9/1/2008 to 9/30/2008 - - - 214,600

Total 2006 Stock Repurchase Plan - - - 214,600

Other (3)

Balance at beginning of period N/A
7/1/2008 to 7/31/2008 - - - N/A
8/1/2008 to 8/31/2008 - - - N/A
9/1/2008 to 9/30/2008 10,309 16.80 10,309 N/A

Total Other 10,309 $ 16.80 10,309 N/A

Total Purchases of Equity Securities 10309 $ 16.80 10,309

(1) The Deferred Compensation Plan allows directors and officers to defer a portion of their compensation. The deferred compensation is contributed to a
rabbi trust that invests the assets of the trust into selected mutual funds as well as shares of the Bancorp’s common stock. The plan authorizes
Bancorp to acquire shares of Bancorp’s common stock to satisfy its obligation under this plan. All shares are purchased in the open market. As of
October 15, 2007, the Bancorp’s common stock was no longer available as a new benchmark investment under the plan. Further, directors and officers
who currently have selected Bancorp’s common stock as a benchmark investment (the “ Bancorp Stock Fund”) will be allowed to transfer from that
fund during a transition period that will run through March 14, 2009. After March 14, 2009, directors and officers will not be alowed to make
transfers from the Bancorp Stock Fund and any distributions will be made in whole shares of Bancorp’s common stock to the extent of the benchmark
investment election in the Bancorp Stock Fund.

(2) The 2006 Stock Repurchase Plan was established in December 2006. A maximum of 400,000 shares were authorized under the plan. The Bancorp
plans to hold the repurchased shares as treasury stock for general corporate purposes.

(3) Pursuant to the Corporation’s share-based compensation plans, employees may deliver back shares of stock previously issued in payment of the
exercise price of stock options. While required to be reported in this table, such transactions are not reported as share repurchases in the Corporation’s
Consolidated Financia Statements. The Corporation’s share-based compensation plans (the 1988 Plan, the 1997 Plan and the 2003 Plan) have
expiration dates of December 31, 2007, April 29, 2017 and February 20, 2023, respectively.
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Item 6. Exhibits
(a) Exhibits. Thefollowing exhibits areincluded as part of this Form 10-Q:

Exhibit
Number
10.1 First Amendment to The Washington Trust Company Nonqualified Deferred Compensation Plan As Amended and Restated
— Filed herewith. (2)
311 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. — Filed herewith. (1)
312 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. — Filed herewith. (1)
321 Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 — Filed herewith. (1)
@ These certifications are not “filed” for purposes of Section 18 of the Exchange Act or incorporated by reference into any filing under the
Securities Act or the Exchange Act.
2) Management contract or compensatory plan or arrangement.
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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.

WASHINGTON TRUST BANCORP, INC.

(Registrant)

Date:  November 6, 2008 By: /¢/ John C. Warren

John C. Warren
Chairman and Chief Executive Officer
(principal executive officer)

Date:  November 6, 2008 By: /9 David V. Devault

David V. Devault
Executive Vice President, Secretary, Treasurer and Chief Financial Officer
(principal financial and accounting officer)
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Exhibit Index
Exhibit
Number
10.1 First Amendment to The Washington Trust Company Nonqualified Deferred Compensation Plan As Amended and Restated
— Filed herewith. (2)
311 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. — Filed herewith. (1)
312 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. — Filed herewith. (1)
32.1 Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 — Filed herewith. (1)
) These certifications are not “filed” for purposes of Section 18 of the Exchange Act or incorporated by reference into any filing under the
Securities Act or the Exchange Act.
2) Management contract or compensatory plan or arrangement.
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EXHIBIT 10.1

FIRST AMENDMENT TO
THE WASHINGTON TRUST COMPANY
NONQUALIFIED DEFERRED COMPENSATION PLAN
ASAMENDED AND RESTATED EFFECTIVE AS OF JANUARY 1, 2008

A. WHEREAS, The Washington Trust Company (the “ Company”)

maintains The Washington Trust Company Nonqualified Deferred Compensation Plan, as amended and restated effective as of January
1, 2008 (the “Plan”),

for the benefit of its eligible employees; and
WHEREAS, the Company desires to amend the Plan; and

WHEREAS, the Company has delegated this right to amend the Plan to the Compensation and Human Resources Committee of the
Company; and

WHEREAS, the Compensation and Human Resources Committee of the Company has authorized the following amendment to the Plan;
NOW, THEREFORE, the Company hereby amends the Plan asfollows:

1. Section 7.2(h) is hereby amended by deleting the reference to “ September 15, 2008” and substituting in lieu thereof “March 14,
2009.”

B. The effective date of this Amendment is September 1, 2008.

C. Inall other respects said Plan is hereby confirmed

IN WITNESS WHEREOF, the Company has caused this Amendment to be executed by its duly authorized officer this 16™ day of
September, 2008.

THE WASHINGTON TRUST COMPANY OF WESTERLY
/s/ John C. Warren

John C. Warren

Chairman and Chief Executive Officer




EXHIBIT 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, John C. Warren, Chairman and Chief Executive Officer of Washington Trust Bancorp, Inc., certify that:

1. | have reviewed this report on Form 10-Q, for the quarterly period ended September 30, 2008, of Washington Trust Bancorp, Inc. (the
“Registrant”);

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this
report;

4. The Registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the Registrant and have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which thisreport is being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statementsfor external purposesin accordance with generally accepted accounting principles;

(c) evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d) disclosed in thisreport any change in the Registrant’sinternal control over financial reporting that occurred during the Registrant’s
most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

5. The Registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors:

(@ al significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s
internal control over financial reporting.

Date: November 6, 2008 By: /s/ John C. Warren
John C. Warren
Chairman and Chief Executive Officer
(principal executive officer)




EXHIBIT 31.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, David V. Devault, Executive Vice President, Secretary, Treasurer and Chief Financial Officer of Washington Trust Bancorp, Inc., certify
that:

1. | have reviewed this report on Form 10-Q, for the quarterly period ended September 30, 2008, of Washington Trust Bancorp, Inc. (the
“Registrant”);

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in al material
respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented in this
report;

4. The Registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the Registrant and have:

(8 designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which thisreport is being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statementsfor external purposesin accordance with generally accepted accounting principles;

(c) evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d) disclosed in thisreport any change in the Registrant’sinternal control over financial reporting that occurred during the Registrant’s
most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

5. The Registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors:

(@ all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s
internal control over financial reporting.

Date: November 6, 2008 By: /9 DavidV. Devault
David V. Devault
Executive Vice President, Secretary, Treasurer and Chief Financial Officer
(principal financial and accounting officer)




EXHIBIT 32.1

CERTIFICATIONS PURSUANT TO 18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned officer of Washington Trust Bancorp, Inc. (the “ Corporation”), hereby certifies that the Corporation’s Quarterly Report on
Form 10-Q for the quarterly period ended September 30, 2008 to which this certification is attached (the “ Report”), asfiled with the Securities
and Exchange Commission on the date hereof, fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities
Exchange Act of 1934, as amended, and that the information contained in the Report fairly presents, in al material respects, the financial
condition and results of operations of the Corporation.

Date:  November 6, 2008 By: /s/ John C. Warren
John C. Warren
Chairman and Chief Executive Officer
(principal executive officer)

The undersigned officer of Washington Trust Bancorp, Inc. (the “Corporation”), hereby certifies that the Corporation’s Quarterly Report on
Form 10-Q for the quarterly period ended September 30, 2008 to which this certification is attached (the “ Report”), asfiled with the Securities
and Exchange Commission on the date hereof, fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities
Exchange Act of 1934, as amended, and that the information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Corporation.

Date:  November 6, 2008 By: /9 David V. Devault
David V. Devault

Executive Vice President, Secretary, Treasurer and Chief Financial Officer
(principal financial and accounting officer)




