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PART I.
ITEM 1. BUSINESS

Wintrust Financial Corporation, an lllinois Corptica (the "Company"), is a financial services hofficompany headquartered in Lake
Forest, lllinois, with total assets of approximgt$700 million at December 31, 1996. The Compargeges in community banking and
specialty finance through its operating subsidgri¢orth Shore Community Bank and Trust Companyo(thl Shore Bank"); Lake Forest
Bank and Trust Company ("Lake Forest Bank"); Hitsd&ank and Trust Company ("Hinsdale Bank"); Ligeitte Bank and Trust Company
("Libertyville Bank"); Barrington Bank and Trust @pany, N.A. ("Barrington Bank"); and First Premi@arvices, Inc. ("First Premium").

Through its banking subsidiaries, Lake Forest Batiksdale Bank, North Shore Bank, Libertyville Baarkd Barrington Bank (collectively,
the "Banks"), the Company provides community-ogehnipersonal and commercial banking services lnaff suburbs of Chicago, Illinois.
Through First Premium, the Company is in the bussraf originating commercial insurance premiumrdicgloans on a national basis, a
portion of which are purchased by the Banks.

Effective September 1, 1996, pursuant to the tefasreorganization agreement dated as of May 2861which was approved by
shareholders of all of the parties, the Companyptetad a reorganization transaction to combines#parate activities of the holding
companies of each of the Company's operating sialnigisl (other than Barrington Bank which was opeinddecember 1996). As a result of
the transaction, the Company (formerly known astiN&hore Community Bancorp, Inc., the name of whiels changed to Wintrust

Financial Corporation in connection with the rearigation) became the parent holding company of efithe separate businesses, and the
shareholders and warrant holders of each of theragpholding companies exchanged their sharéddormon Stock and their warrants for a
combination of shares of Common Stock and Warraitise Company (the "Reorganization"). The Reorgativn was accounted for as a
pooling-of-interests transaction and, accordingig, Company's financial statements have been edstat a combined and consolidated basis
to give retroactive effect to the combined operaithroughout the reported historical periods.

Prior to the Reorganization, each of the Banksesh#lre services of the persons now serving as ¢thnep@ny's five senior executive officers,
who allocated their time among the different eesitiAs a larger, combined financial services comptme Company expects to benefit from
greater access to financial and managerial ressuvhée maintaining its commitment to localized d@&mn-making and to its community
banking philosophy. Management also believes thm2my is positioned to compete more effectiveihwather larger and more diversified
banks, bank holding companies and other finaneialises companies as it pursues its growth strategygh additional branch openings ¢
de novo bank formations, potential acquisitionspécialized finance companies and other expansion.

BANKING SUBSIDIARIES

The Company provides banking and financial servioesdividuals, small businesses, local governmlamits and institutional clients
residing primarily in the Banks' local service areBhese services include traditional demand, N@¥hey market, savings and time deposit
accounts, as well as a number of innovative deposducts targeted to specific market segments.

-1-



The Banks offer home equity, home mortgage, rdatesnd commercial loans, safe deposit facilitiesst services and other innovative and
traditional services specially tailored to meetleeds of customers in their market areas.

Each of the Banks was founded as a de novo bakganization (i.e., started new) within the lagtygars. The organizational efforts began
in 1991, when a group of experienced bankers atal lmusiness people identified an unfilled nichéim Chicago metropolitan area retail
banking market. As large banks acquired smalles @mel personal service was subjected to consaidatrategies, the opportunity increased
in affluent suburbs for locally owned and operatadhly personal service-oriented banks. As a tekake Forest Bank was founded in
December 1991 to service the Lake Forest and Laki# @& mmunities. The Lake Bluff branch was opeiired994. In 1993, Hinsdale Bank
was opened to service the communities of HinsdadeBurr Ridge. Its Clarendon Hills branch was opkimel996. In 1994, North Shore
Community Bank was started in order to service Wthe and Kenilworth. A Glencoe branch was openel®®b, and a Winnetka branch v
opened in 1996 to service Winnetka and Northfigldl995, Libertyville Bank was opened to servicbdrtyville, Vernon Hills and
Mundelein. In December 1996, Barrington Bank wasnggl to service the Barrington/Inverness areaBalks are insured by the Federal
Deposit Insurance Company ("FDIC") and are sulifecegulation, supervision and regular examinaligithe lllinois State Director of
Financial Institutions and the Federal Reserve Bank

NON-BANKING SUBSIDIARIES

First Premium commenced operations approximatglyears ago and is headquartered in Deerfieldolli. Based on limited industry data
available in certain state regulatory filings angfPremium management's experience in and knageled the premium finance industry,
management estimates that, ranked by loan origimatblume, First Premium is one of the top 10 ptamfinance companies operating in
United States. Loans are originated by First Premswwn sales force, working with medium and largairance agents and brokers
throughout the United States. Insurance premiumdiaanced primarily for commercial customers' pnase of property and casualty
insurance.

First Premium is licensed or otherwise qualifieditobusiness as an insurance premium finance conipalb states and the District of
Columbia, and has applied for licenses in thredtiat@l states. Virtually all of its outstandingglas are commercial accounts.

COMPETITION

The Company competes in the commercial bankingsimguhrough its subsidiaries, North Shore Bankkd Rorest Bank, Hinsdale Bank,
Libertyville Bank and Barrington Bank, in the commities each serves. The commercial banking industijghly competitive, and the

Banks face strong direct competition for depositans, and other financial-related services. ThekBaompete directly in Cook, DuPage and
Lake counties with other commercial banks, thriftgdit unions, stockbrokers, and the finance @ints of automobile companies. Some of
these competitors are local, while others arewtdt=or nationwide. The Banks have developed a conityrbanking and marketing strategy.
In keeping with this strategy, the Banks providghtty personalized and responsive service charattedf locally-owned and managed
institutions. As such, the Banks compete for dapgmincipally by offering depositors a varietydd#posit programs, convenient office
locations, hours and other services, and for lgaginations primarily through the interest rates dman fees they charge, the efficiency and
quality of services they provide to borrowers
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and the variety of their loan products. Some offth@ncial institutions and financial services argations with which the Banks compete are
not subject to the same degree of regulation asrtippsed on bank holding companies, lllinois bagktorporations and national banking
associations. In addition, the larger banking oizmtions have significantly greater resources thase that will be available to the Banks. As
a result, such competitors have advantages ovddahks in providing certain non-deposit services.

First Premium encounters intense competition freimerous other firms, including a number of natiaw@hmercial premium finance
companies, companies affiliated with insuranceieesrindependent insurance brokers who offer puanfinance services, banks and other
lending institutions. Some of First Premium's cotiipes are larger and have greater financial ahémtesources and are better known than
First Premium. In addition, there are few, if abgrriers to entry into this industry in the evetitay firms, particularly insurance carriers and
their affiliates, seek to compete in this market.

First Premium believes that it offers better semand more flexibility with regard to late paymeatsl policy cancellations than affiliates of
insurance carriers, banks and other lending inigtita. First Premium competes with these entitieerbphasizing a high level of knowledge
of the insurance industry, flexibility in structag financing transactions, and the timely purctasgualifying contracts. First Premium
believes that its commitment to account service distinguishes it from its competitors. It is EiFsemium's policy to notify the insurance
agent when an insured is in default and to assispllection, if requested by the agent. To theeithat affiliates of insurance carriers, bai
and other lending institutions add greater seraite flexibility to their financing practices in tlfigture, the Company's operations could be
adversely affected. There can be no assurancé&itlsaPremium will be able to continue to competecessfully in its markets.

EMPLOYEES

At December 31, 1996, the Company and subsidiargdoyed a total of 226 full-time-equivalent perspronsisting of 73 executives,
management and supervisory personnel and 153alercployees. The Company and the Banks provideghgloyees with comprehensi
medical and dental plans, life insurance plans,4¥dk) plans. The Company considers its relatigmalith employees to be good.

SUPERVISION AND REGULATION

Bank holding companies and banks are extensivegiylaged under federal and state law. Referencesruhis heading to applicable statutes
or regulations are brief summaries of portionsabéwhich do not purport to be complete and whighgualified in their entirety by referer
to those statutes and regulations. Any changeplicgble laws or regulations may have a materiakesk effect on the business of
commercial banks and bank holding companies, imaetuthe Company and the Banks. However, manageis@ot aware of any current
recommendations by any regulatory authority whitimplemented, would have or would be reasonaifigly to have a material effect on
liquidity, capital resources, or operations of @@mpany or the Banks.
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BANK HOLDING COMPANY REGULATION

The Company and each of its bank holding compabgidiaries, Lake Forest, Hinsdale and Libertyvidles registered as "bank holding
companies” with the Federal Reserve and, accordiagé subject to supervision by the Federal Resemder the Bank Holding Company
Act (the Bank Holding Company Act and the regulasigssued thereunder, are collectively the "BHC"Adthe Company is required to file
with the Federal Reserve periodic reports and suiclitional information as the Federal Reserve neguire pursuant to the BHC Act. The
Federal Reserve examines the Company and may exadhgrBanks.

The BHC Act requires prior Federal Reserve appriaralamong other things, the acquisition by a baokling company of direct or indirect
ownership or control of more than five percenths voting shares or substantially all the assetsgfbank or bank holding company, or fc
merger or consolidation of a bank holding compaith @nother bank holding company. With certain @tioms, the BHC Act prohibits a
bank holding company from acquiring direct or iedirownership or control of voting shares of angpnpany which is not a bank or bank
holding company and from engaging directly or irdity in any activity other than banking or managan controlling banks or performing
services for its authorized subsidiaries. A bankling company may, however, engage in or acquirnest in a company that engages in
activities which the Federal Reserve has determimgdegulation or order, to be so closely reldatetdanking or managing or controlling
banks as to be a proper incident thereto, suckvagg and operating the premium finance businessigcted by First Premium. Under the
BHC Act and Federal Reserve regulations, the Compad the Banks are prohibited from engaging ita@etie-in arrangements in
connection with an extension of credit, lease, efgroperty, or furnishing of services.

Any person, including associates and affiliateartd groups acting in concert with such person, pirchases or subscribes for five percent
or more of the Company's Common Stock may be requo obtain prior approval of the Illinois Comnigseer and the Federal Reserve.
Under the lllinois Banking Act, any person who #heter acquires stock of the Company such thattiésest exceeds ten percent of the
Company, may be required to obtain the prior apgrof’the lllinois Commissioner and under the CreamgBank Control Act, a person may
be required to obtain the prior regulatory apprafahe FDIC or OCC, in the case of Barrington Baakd the Federal Reserve before
acquiring the power to directly or indirectly ditehe management, operations or policies of the [@2om or the Banks or before acquiring
control of 25 percent or more of any class of tieen@any's or Banks' outstanding voting stock. Initemg any Company, partnership, trust
organized group that acquires a controlling inteirethe Company or the Banks may have to obtapr@gl of the Federal Reserve to
become a bank holding company and thereafter jedub regulation as such.

It is the policy of the Federal Reserve that thenany is expected to act as a source of finantihgth to the Banks and to commit
resources to support the Banks. The Federal Retatgs the position that in implementing this pplit may require the Company to provi
such support when the Company otherwise would oasider itself able to do so.

The Federal Reserve has adopted bigked capital requirements for assessing bankrpédimpany capital adequacy. These standards ¢
regulatory capital and establish minimum capitahdirds in relation to assets andhdfance sheet exposures, as adjusted for crekit fi$i¢
Federal Reserve's risk-
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based guidelines apply on a consolidated basiseiok holding companies with consolidated asse#66 million or more and on a "bank-
only" basis for bank holding companies with cordated assets of less than $150 million, subjecettain terms and conditions. Under the
Federal Reserve's risk-based guidelines, capitdssified into two categories. For bank holdingnpanies, Tier 1 or "core" capital consists
of common shareholders' equity, perpetual prefesteck (subject to certain limitations) and mingiiiterests in the common equity accounts
of consolidated subsidiaries, and is reduced bylgilh certain other intangible assets and certau@stments in other Companies ("Tier 1
Capital"). Tier 2 capital consists of the allowarigeloan and lease losses (subject to certainitiond and limitations), perpetual preferred
stock, "hybrid capital instruments," perpetual detd mandatory convertible debt securities, and srbordinated debt and intermeditgan
preferred stock.

Under the Federal Reserve's capital guidelines hatiling companies are required to maintain a mimn ratio of qualifying capital to risk-
weighted assets of 8.0%, of which at least 4.0%t fne$n the form of Tier 1 Capital. The Federal &ge also requires a minimum leverage
ratio of Tier 1 Capital to total assets of 3.0%Gept that bank holding companies not rated in thkest category under the regulatory rating
system are required to maintain a leverage ratih@¥ to 2.0% above such minimum. The 3.0% Tieapital to total assets ratio constitutes
the minimum leverage standard for bank holding canigs, and will be used in conjunction with thé4timsed ratio in determining the
overall capital adequacy of banking organizatidnsddition, the Federal Reserve continues to ciemsghe Tier 1 leverage ratio in evaluating
proposals for expansion or new activities.

In its capital adequacy guidelines, the FederakResemphasizes that the foregoing standards pex\gsory minimums and that banking
organizations generally are expected to operatealele the minimum ratios. These guidelines atewige that banking organizations
experiencing internal growth or making acquisitiovi$ be expected to maintain strong capital posi§ substantially above the minimum
levels.

BANK REGULATION

Under lllinois law, each of North Shore Bank, Lakarest Bank, Hinsdale Bank and Libertyville Bank aubject to supervision and
examination by the lllinois Commissioner. As arilaffe of these Banks, the Company is also sultfeekamination by the lllinois
Commissioner. Barrington Bank is subject to supstovi and examination by the OCC pursuant to théoNak Bank Act and regulations
promulgated thereunder. Each of the Banks is a reewitthe Federal Reserve Bank and as such isalgect to examination by the Federal
Reserve.

The deposits of the Banks are insured by the Baslirance Fund under the provisions of the FedezpbBit Insurance Act (the "FDIA"), a
the Banks are, therefore, also subject to superviand examination by the FDIC. The FDIC requites the appropriate federal regulatory
authority (the Federal Reserve Bank and/or the FDlfhie case of Lake Forest Bank, North Shore Bhiiksdale Bank and Libertyville
Bank, or the OCC, in the case of Barrington Bamgrave any merger and/or consolidation by or witlirsured bank, as well as the
establishment or relocation of any bank or brarféibeo The FDIC also supervises compliance withghavisions of federal law and
regulations which place restrictions on loans byGihsured banks to their directors, executiveasffs and other controlling persons.
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Furthermore, banks are affected by the credit @sliof other monetary authorities, including theléral Reserve, which regulate the national
supply of bank credit. Such regulation influencesrall growth of bank loans, investments, and diépasd may also affect interest rates
charged on loans and paid on deposits. The monptéigies of the Federal Reserve have had a sggmifieffect on the operating results of
commercial banks in the past and are expectedrtinee to do so in the future.

All banks located in Illinois have traditionally &e restricted as to the number and geographicitocat branches which they may establish.
The lllinois Banking Act was amended in June 1988vever, to eliminate such branching restrictigxecordingly, banks located in Illinois
are now permitted to establish branches anywheltérinis without regard to the location of otheairiks' main offices or the number of
branches previously maintained by the bank estahblisthe branch.

FINANCIAL INSTITUTION REGULATION GENERALLY

Transactions with Affiliates. Transactions betweadmank and its holding company or other affilisdes subject to various restrictions
imposed by state and federal regulatory agenciesh 8ansactions include loans and other extensibosedit, purchases of securities and
other assets, and payments of fees or other distits. In general, these restrictions limit theoamt of transactions between an institution
and an affiliate of such institution, as well as #ggregate amount of transactions between atuinsti and all of its affiliates, and require
transactions with affiliates to be on terms compkr#o those for transactions with unaffiliatediges.

Dividend Limitations. As a holding company, the Quamy is primarily dependent upon dividend distribs$ from its operating subsidiaries
for its income. Federal and state statutes andatgus impose restrictions on the payment of dimidls by the Company and the Banks.

Federal Reserve policy provides that a bank holdargpany should not pay dividends unless (i) theklf®lding company's net income over
the prior year is sufficient to fully fund the dil@nds and (ii) the prospective rate of earningent&in appears consistent with the capital
needs, asset quality and overall financial conditbthe bank holding company and its subsidiaries.

lllinois law also places certain limitations on #eility of the Company to pay dividends. For exénthe Company may not pay dividend:
its shareholders if, after giving effect to theidand, the Company would not be able to pay itsslab they become due. Since a major s¢
of the Company's revenue is dividends the Compacgives and expects to receive from the BanksCtmpany's ability to pay dividends is
likely to be dependent on the amount of dividenalsl oy the Banks. No assurance can be given teaBamks will, in any circumstances, pay
dividends to the Company.

As lllinois state-chartered banks, none of LakeeBbBank, North Shore Bank, Hinsdale Bank nor Ltibeite Bank may pay dividends in an
amount greater than its current net profits afestutting losses and bad debts out of undividedtpnorfovided that its surplus equals or
exceeds its capital. For the purpose of determitiegamount of dividends that an lllinois bank rnpay, bad debts are defined as debts upon
which interest is past due and unpaid for a pesfoslx months or more unless such debts are wellregl and in the process of collection.
Furthermore, federal regulations also prohibit Begeral Reserve member bank, including each dB#ms, from declaring dividends in any
calendar year in excess of its net profit for tearyplus the retained net profits for the precetivgyears. Similarly, as a
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national association, Barrington Bank may not dectlividends in any year in excess of its net pffofi the year plus the retained net profits
for the preceding two years. Furthermore, the OG@,rafter notice and opportunity for hearing, phitiihe payment of a dividend by a
national bank if it determines that such paymentid@onstitute an unsafe or unsound practice.

In addition to the foregoing, the ability of the iBpany and the Banks to pay dividends may be afidayethe various minimum capital
requirements and the capital and non-capital stalsdsstablished under the Federal Deposit Insur@oogpany Improvements Act of 1991
("FDICIA"), as described below. The right of ther@pany, its shareholders and its creditors to gpgte in any distribution of the assets or
earnings of its subsidiaries is further subjedh®prior claims of creditors of the respectivesidiaries.

Standards for Safety and Soundness. The FDIA, asded by FDICIA and the Riegle Community Developtraerd Regulatory

Improvement Act of 1994 requires the Federal Resdpgether with the other federal bank regulatggncies, to prescribe standards of
safety and soundness, by regulations or guidelie¢stjing generally to operations and managemssgtagrowth, asset quality, earnings,
stock valuation, and compensation. The Federaliesthe OCC and the federal bank regulatory agsrtave adopted, effective August 9,
1995, a set of guidelines prescribing safety anshdoess standards pursuant to FDICIA, as amendedgiiidelines establish general
standards relating to internal controls and infdramasystems, internal audit systems, loan docuatiemt, credit underwriting, interest rate
exposure, asset growth, and compensation, feebearefits. In general, the guidelines require, anuthgr things, appropriate systems and
practices to identify and manage the risks and exm@s specified in the guidelines. The guidelimesipit excessive compensation as an
unsafe and unsound practice and describe compensatiexcessive when the amounts paid are unrddsanalisproportionate to the
services performed by an executive officer, empdoylirector or principal shareholder. In additieach of the Federal Reserve and the OCC
adopted regulations that authorize, but do notiregthe Federal Reserve or the OCC, as the cagdedo order an institution that has been
given notice by the Federal Reserve or the OC@hasase may be, that it is not satisfying anyuschssafety and soundness standards to
submit a compliance plan. If, after being so netifian institution fails to submit an acceptablmpliance plan or fails in any material respect
to implement an accepted compliance plan, the B¢&aserve or the OCC, as the case may be, mustassorder directing action to correct
the deficiency and may issue an order directingmdaetions of the types to which an undercapitdlagsociation is subject under the "prompt
corrective action" provisions of FDICIA. If an iitsition fails to comply with such an order, the Eetl Reserve or the OCC, as the case may
be, may seek to enforce such order in judicial @edings and to impose civil money penalties. TrdeFad Reserve, the OCC and the other
federal bank regulatory agencies also proposeceines for asset quality and earnings standards.

A range of other provisions in FDICIA include remgments applicable to closure of branches; additidisclosures to depositors with resg
to terms and interest rates applicable to depositunts; uniform regulations for extensions of d@redcured by real estate; restrictions on
activities of and investments by state-charteratkbamodification of accounting standards to comfdo generally accepted accounting
principles including the reporting of off-balandeest items and supplemental disclosure of estinfaiedharket value of assets and liabilities
in financial statements filed with the banking riegars; increased penalties in making or failindileassessment reports with the FDIC;
greater restrictions on extensions of credit teatrs, officers and principal shareholders; adeased reporting requirements on agriculi
loans and loans to small businesses.
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In August, 1995, the Federal Reserve, OCC, FDICahdr federal banking agencies published a finial modifying their existing riskasec
capital standards to provide for consideratiomidiiest rate risk when assessing the capital adgaqia bank. Under the final rule, the
Federal Reserve, the OCC and the FDIC must explioitlude a bank's exposure to declines in thenenuc value of its capital due to
changes in interest rates as a factor in evaluatingnk's capital adequacy. The Federal Resemw&DIhC, the OCC and other federal banking
agencies also have adopted a joint agency politgrsient providing guidance to banks for managiterést rate risk. The policy statement
emphasizes the importance of adequate oversighanagement and a sound risk management procesas$essment of interest rate risk
management made by the banks' examiners will lpocated into the banks' overall risk managemating and used to determine the
effectiveness of management.

Prompt Corrective Action. FDICIA requires the fealdvanking regulators, including the Federal Reseitve OCC and the FDIC, to take
prompt corrective action with respect to deposiiostitutions that fall below certain capital standls and prohibits any depository institution
from making any capital distribution that would eatit to be undercapitalized. Institutions thatraseadequately capitalized may be subject
to a variety of supervisory actions including, bot limited to, restrictions on growth, investmeauwtivities, capital distributions and affiliate
transactions and will be required to submit a epéstoration plan which, to be accepted by tigeletors, must be guaranteed in part by any
company having control of the institution (suchtzss Company). In other respects, FDICIA providessithanced supervisory authority,
including greater authority for the appointmentaafonservator or receiver for under-capitalizetituntsons. The capital-based prompt
corrective action provisions of FDICIA and theirglamenting regulations apply to FDIC-insured defogiinstitutions. However, federal
banking agencies have indicated that, in reguldtengk holding companies, the agencies may takeoppgpte action at the holding company
level based on their assessment of the effectigemiesupervisory actions imposed upon subsidiasyried depository institutions pursuant to
the prompt corrective action provisions of FDICIA.

Insurance of Deposit Accounts. Under FDICIA, ag-81C-insured institution, each of the Banks is lieggito pay deposit insurance
premiums based on the risk it poses to the inseréntd. The FDIC has authority to raise or loweseasment rates on insured deposits in
order to achieve certain designated reserve ratitige insurance funds and to impose special anfditiassessments. The FDIC recently
amended the risk-based assessment system and emBarcll, 1995, adopted a new assessment rateuseli@dBIF insured deposits. The
new assessment rate schedule, effective with repéue semiannual premium assessment beginnmgda 1, 1996, provides for an
assessment range of zero to 0.27% (subject toa0®&2ninimum) of insured deposits depending on eapitd supervisory factors. Each
depository institution is assigned to one of threpital groups: "well capitalized," "adequately italzed" or "less than adequately
capitalized." Within each capital group, institutgoare assigned to one of three supervisory supgrou

"healthy," "supervisory concern" or "substantigbstvisory concern.” Accordingly, there are nine bamations of capital groups and
supervisory subgroups to which varying assessna¢es would be applicable. An institution's assessmage depends on the capital category
and supervisory category to which it is assigned.

During 1996, the Banks, other than Barrington Bavédge assessed at an average annual rate of thstaninimum of $2,000. Deposit
insurance may be terminated by the FDIC upon arfipthat an institution has engaged in unsafe sound practices, is in an unsafe or
unsound condition to continue operations or hakted any applicable law, regulation, rule, ordecandition imposed by the FDIC.
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The management of each of the Banks does not kngwractice, condition or violation that might leadtermination of deposit insurance.

The Economic Growth and Regulatory Paperwork Rednidct of 1996 enacted on September 30, 1996 gdesvthat beginning with semi-
annual periods after December 31, 1996, depostséa by the Bank Insurance Fund ("BIF") will alsassessed to pay interest on the
bonds (the "FICO Bonds") issued in the late 1980tk Financing Company to recapitalize the nowdef Federal Savings & Loan
Insurance Company. For purposes of the assesstoqmdy interest on the FICO Bonds, BIF deposit$ vélassessed at a rate of 20.0% o
assessment rate applicable to SAIF deposits urtiehber 31, 1999. After the earlier of December1899 or the date on which the last
savings association ceases to exist, full progh#ing of FICO assessments will begin. It has lestimated that the rates of assessment for
the payment of interest on the FICO Bonds will ppraximately 1.3 basis points for BIF-assessabpmsdits and approximately 6.4 basis
points for SAIF-assessable deposits. The paymethieoissessment to pay interest on the FICO Bdrmaddnot materially affect the Banks.

Federal Reserve System. The Banks are subjectteréleReserve regulations requiring depositonjtunsins to maintain non-interest-
earning reserves against their transaction accdpritearily NOW and regular checking accounts). Hegleral Reserve regulations generally
require 3.0% reserves on the first $51.3 millioirahsaction accounts plus 10.0% on the remairider first $4.3 million of otherwise
reservable balances (subject to adjustments bifetieral Reserve) are exempted from the reservéreengnts. The Banks are in compliance
with the foregoing requirements.

Community Reinvestment. Under the Community Reitnmest Act ("CRA"), a financial institution has antmuing and affirmative
obligation, consistent with the safe and sound agar of such institution, to help meet the credieds of its entire community, including
low- and moderate-income neighborhoods. The CRA dot establish specific lending requirements ogmms for financial institutions nor
does it limit an institution's discretion to develihe types of products and services that it befieare best suited to its particular community,
consistent with the CRA. The CRA requires eachr@deanking agency, in connection with its examorabf a financial institution, to asse
and assign one of four ratings to the institutioatoord of meeting the credit needs of its comnyuaitd to take such record into account in its
evaluation of certain applications by the instiatiincluding applications for charters, branches aether deposit facilities, relocations,
mergers, consolidations, acquisitions of assetssumptions of liabilities, and savings and loaldihg company acquisitions. The CRA also
requires that all institutions make public disclesaf their CRA ratings. Each of the Banks receilaatisfactory" ratings from the FDIC on
their most recent CRA performance evaluations. fAt@ date of this report, Barrington Bank hasumudergone a regulatory CRA
performance evaluation.

In April 1995, the Federal Reserve, the OCC aneérofideral banking agencies adopted amendmentingyvheir CRA regulations. Among
other things, the amended CRA regulations substftutthe prior procesBased assessment factors a new evaluation sysé¢mvabld rate a
institution based on its actual performance in iIngetommunity needs. In particular, the proposexieay would focus on three tests: (i) a
lending test, to evaluate the institution's reamirchaking loans in its assessment areas; (ii) aestment test, to evaluate the institution's
record of investing in community development prtgeaffordable housing, and programs benefiting éowvinoderate income individuals and
businesses; and (iii) a service test, to evallagertstitution's delivery of services through itafches, ATMs and other offices.
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The amended CRA regulations also clarify how atititgon's CRA performance would be considerechim application process.

Brokered Deposits. Well-capitalized institutions aot subject to limitations on brokered depositsije an adequately capitalized institution
is able to accept, renew or rollover brokered digpasily with a waiver from the FDIC and subjectcirtain restrictions on the yield paid on
such deposits. Undercapitalized institutions artepeomitted to accept brokered deposits. EacheBi#inks is eligible under the statutory
standard to accept brokered deposits and may isstitiding source from time to time when managendeeims it appropriate from an
asset/liability management perspective.

Enforcement Actions. Federal and state statuteseudations provide financial institution regulat@gencies with great flexibility to
undertake enforcement action against an institutian fails to comply with regulatory requiremergarticularly capital requirements.
Possible enforcement actions range from the imijposaf a capital plan and capital directive to ieeeship, conservatorship or the
termination of deposit insurance.

Interstate Banking and Branching Legislation. Opt&mber 29, 1994, the Riegle-Neal Interstate Bapkimd Efficiency Act of 1994 (the
"Interstate Banking Act") was enacted. Under therstate Banking Act, adequately capitalized arehadtely managed bank holding
companies will be allowed to acquire banks acrte® $ines subject to certain limitations. In aduit under the Interstate Banking Act,
beginning on June 1, 1997, banks will be permittegherge with one another across state lines aélily create a main bank with branches
in separate states. After establishing branchasstate through an interstate merger transactibank could establish and acquire additional
branches at any location in the state where ank lmaolved in the interstate merger could haveldisthed or acquired branches under
applicable federal and state law.

Under the Interstate Banking Act, states may atigpslation permitting interstate mergers beforeelli, 1997. Alternatively, states may
adopt legislation before June 1, 1997, subjecettain conditions, opting out of interstate branchilllinois adopted legislation, effective
September 29, 1995, permitting interstate mergeginining on June 1, 1997. It is anticipated thist ithterstate merger and branching ability
will increase competition and further consoliddte financial institutions industry.

MONETARY POLICY AND ECONOMIC CONDITIONS

The earnings of banks and bank holding compani&affected by general economic conditions and laysthe fiscal and monetary policies
federal regulatory agencies, including the Fed@eslerve. Through open market transactions, vansiiothe discount rate and the
establishment of reserve requirements, the FeBasgrve exerts considerable influence over theazabstawvailability of funds obtainable for
lending or investing.

The above monetary and fiscal policies and regyltilanges in interest rates have affected the tipgnasults of all commercial banks in the
past and are expected to do so in the future. Emk8and their respective holding companies cafufigtpredict the nature or the extent of
any effects which fiscal or monetary policies mayd on their business and earnings.
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SUPPLEMENTAL STATISTICAL DATA

Pages 1, 25 and 26 of the Annual Report to Shatelobnd pages 11-21 of this Report contain sugpitahstatistical data as required by
The Exchange Act Industry Guide 3 which is incogted into Regulation S-K of the Securities and BExgfe Acts. This data should be read
in conjunction with the Company's Consolidated Rinal Statements and notes thereto, and ManageniZistussion and Analysis which i
contained in its 1996 Annual Report to Shareholfierd herewith as Exhibit 13.1 and incorporatedeite by reference.

ASSET-LIABILITY MANAGEMENT

As a continuing part of its financial strategy, ttempany attempts to manage the impact of fluatnatin market interest rates on its net
interest income. This effort entails providing agenable balance between interest rate risk, aishjtliquidity risk and maintenance of yie
Asset-liability management policies are establisimed monitored by management in conjunction withlibards of directors of the Banks,
subject to general oversight by the Company's BoaBirectors. The policy establishes guidelinaesdoceptable limits on the sensitivity of
the market value of assets and liabilities to clearig interest rates.

An institution with more assets than liabilitieprieing over a given time frame is considered assasitive and will generally benefit from
rising rates. The table on the following page iilates the Company's estimated interest rate 8atyséind periodic and cumulative gap
positions as calculated as of December 31, 1996.
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0-90
DAYS
ASSETS:
Loans.......cccoviveiiiiiciiannn $228
SECUNtIeS.....coevieriieeieee 56
Interest-bearing bank deposits....... 2
Federal funds sold................... 38

Savings and money market............. 168
Time deposits .
Short term borrowings..

Total liabilities and $427
shareholders' equity..........

Cumulative gap $(100,
(GAP = RSA - RSL)...cc..covvenrnann.

Cumulative RSA/RSL.........ccccovennnne 0
Cumulative RSA/Total assets
Cumulative RSL/Total assets............. 0

GAP/Total assets
GAP/RSA

.76
.46
.61

14)%
31)%

TIME TO MATURITY OR REPRICING

91-365 1-5 o} VER 5

DAYS YEARS Y EARS

(DOLLARS IN THOUSANDS)

$132,812 $104,638 $26,627
6,028 10,233 1,521
16,254 - R
$155,004 $114,871 $109,682
$ - $ - 0% -
102,630 49,235 848
- - 126,057
$102,630 $49,235 $126,905
$481,484 $596,355 $706,037
529,897 579,132 706,037
$17,223
$(48,413) $ .
0.91 1.03
0.68 0.84
0.75 0.82
"% 2%
(10)% 3%
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While the gap position illustrated above is a uktfal that management can assess for generalgrusig of the Company's and its
subsidiaries' balance sheets, management useslitiorzal measurement tool to evaluate its asshilifip sensitivity which determines
exposure to changes in interest rates by meastimingercentage change in net income due to chamgates over a two-year time horizon.
Management measures such percentage change assamiggantaneous permanent parallel shift in tekel gurve of 200 basis points, both
upward and downward. Utilizing this measurementcemn, the interest rate risk of the Company, exqg@®s a percentage change in net
income over a two-year time horizon due to chamgésterest rates, at December 31, 1996, is aevisi

+200 BASIS  -200 BASIS
POI NTS POINTS

Percentage change in net income due
to an immediate 200 basis point
change in interest rates over a
two-year time horizon..... 23.0% (13.3)%

SECURITIES PORTFOLIO
Tables presenting the carrying amounts and grossalired gains and losses for securities held-thiritg and available-fosale at Decemb
31, 1996 and 1995 (in thousands) are included feyarce to page 12 and page 13 of the 1996 AnneabiiRto Shareholders and are
incorporated herein by reference.

Maturities of securities as of December 31, 1996nlayurity distribution are as follows (in thousands

Within From 1 From 5 After Fede ral
1 to5 to 10 10 Rese rve
Year years Year years Bank S tock Total
U.S. Treasury obligations $9,689 $5001 $ - 0% - N/A $ 14,690
Federal agency obligations 19,641 - - - N/A 19,641
Municipal 317 - - - N/A 317
Other 32,989 5,230 - - N/A 38,219
Federal Reserve Bank stock N/A N/A N/A N/A 1 521 1,521
Total $62,636 $10,231 $ - $ - $1 ,521 $74,388

The weighted average yield for each range of mizarof securities is shown below as of Decembe996:

Within From 1 From 5 After Fede ral
1 to5 to 10 10 Rese rve

Year years Year years Bank S tock Total
U.S. Treasury obligations 5.55% - - - - 5.55%
Federal agency obligations 5.47% - - - - 5.47%
Municipal 6.06% - - - - 6.06%
Other 5.71% 5.85% - - - 5.73%
Federal Reserve Bank stock - - - - 6.0 0% 6.00%
* Yields on tax-advantaged securities reflect a ta X equivalent adjustment based

on a marginal corporate tax rate of 34% in 1996.
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Securities of a Single Issuer

There were no securities of any single issuer whath book value in excess of ten percent of shédels) equity at December 31, 1996.
LOAN PORTFOLIO

Classification of Loans

The following table shows the Company's loan pdidfby category for the five previous fiscal yeéirsthousands):

December 31 1996 1995 1994 1993 1992
Commercial/commercial real estate $182,403 $101,271 $ 45,587 $13,642 $ 4,659
Home equity 87,303 54,592 26,244 13,090 6,351
Indirect auto 91,212 38,831 - - -
Residential real estate 51,673 37,074 26,188 14,095 9,020
Installment 23,716 12,524 4,865 6,193 5,642
Premium finance 59,240 15,703 93,349 63,534 23,383
495,547 259,995 196,233 110,554 49,055
Less: Unearned finance charges 2,999 1,764 2,251 1,278 528
Total $492,548 $258,231 $193,982 $109,276 $48,527

Commercial and commercial real estate loans. Thawercial loan component is comprised primarily afnenercial real estate loans, lines
credit for working capital purposes, and term lofmighe acquisition of equipment. Commercial restiate is predominantly owner occupied
and secured by a first mortgage lien and assignofeeints on the property. Equipment loans are fathortized over 24 to 60 months and
secured by titles and/or U.C.C. filings. Workingital lines are renewable annually and supportedusiness assets, personal guarantees an
often some sort of additional collateral. Commérissiness lending is generally considered to @@l higher degree of risk than traditional
bank lending. The vast majority of commercial loans made within the Banks' immediate market arBas.increase can be attributed to an

emphasis on business development calling prograichs@perior servicing of existing commercial loastomers which has increased
referrals.

In addition to the home mortgages originated byBheks' lending officers, the Company participatesiortgage warehouse lending by
providing interim funding to unaffiliated mortgafeokers to finance residential mortgages originégduch brokers for sale into the
secondary market. The Company's loans to the ngetheokers are secured by the business assets ofdtigage companies as well as the
underlying mortgages, the majority of which areded by the Company on a loan-by-loan basis after tfave been pre-approved for
purchase by third party end lenders who forwardhpayt directly to the Company upon their acceptaridmal loan documentation. In
addition, the Company may also provide interimfiiciag for packages of mortgage loans on a bulksbiasiircumstances where the
mortgage brokers desire to competitively bid a nendf mortgages for sale as a package in the sacpmnaarket. Typically, the Company
will serve as sole funding source for its mortgageehouse lending customers under short-term rengobredit agreements. Amounts
advanced with respect to any particular mortgages
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are usually required to be repaid within 15 dayse Tompany has developed strong relationshipsamithmber of mortgage brokers and is
seeking to expand its customer base for this riciséness.

The following table classifies the commercial Iqguontfolio category at December 31, 1996 by datetath the loans mature:

FROM ONE
ONE YEAR TO FIVE AFTER
OR LESS YEARS FIVE YEARS TOTAL

(IN THOUSANDS)

real estate loans................ 115,349 55,469 7,586 178,404
Commercial paper................... 3,999 - - 3,999
Premium finance loans.............. 57,453 - - 57,453

Of those loans maturing after one year, $59.8 omlhave fixed rates.

Home equity loans. The Company's home equity ldgadyzts are generally structured as lines of crestitired by first or second position
mortgage liens on the underlying property with ldasvalue ratios not exceeding 80%, including phiens, if any. The Banks' home equity
loans feature competitive rate structures and fiengements. In addition, the Banks periodicalkgiopromotional home equity loan produ
as part of their marketing strategy often featutower introductory rates.

Indirect auto loans. As part of its strategy toguér specialized earning asset niches to augmengkrzeration within the Banks' target
markets, the Company finances fixed rate automaddélas funded indirectly through unaffiliated autdsile dealers. As of December 31,
1996, indirect auto loans comprised approximat8lyi% of the Company's consumer loan portfolio. fectiautomobile loans are secured by
new and used automobiles and are generated byvankedf automobile dealers located in the Chicagmaavith which the Company has
established relationships. These credits genenallg an original maturity of 36 to 60 months areldkierage actual maturity is estimated to
be approximately 37 months. The risk associatel this portfolio is diversified amongst many indival borrowers. Management
continually monitors the dealer relationships amelBanks are not dependent on any one dealeras@f such loans. Like other consut
loans, the indirect auto loans are subject to thekB' stringent credit standards.

Residential real estate mortgages. The residaetihlestate category includes one- to four-familiystable rate mortgages that have repricing
terms generally from one to three years, constindbans to individuals, and bridge financing lofarsgqualifying customers. The adjustable
rate mortgages are often non-agency conforming, maag terms based on differing indexes, and rédgpeoperties located principally in the
Chicago metropolitan area or vacation homes owndddal residents. Adjustablate mortgage loans decrease, but do not elimittadajsk:
associated with changes in interest rates. Beqaersedic and lifetime caps limit the interest ratjustments, the value of adjustable-rate
mortgage loans fluctuates inversely with changéstarest rates. In addition, as interest ratesegme, the required payments by the borrower
increases, thus increasing the potential for defatle Company does not generally originate loané$ own portfolio with long-term fixed
rates due to interest rate risk considerations. él@n, the Banks do accommodate customer requedizdd rate loans by originating

-15-



and selling the loans into the secondary marketpimection with which the Company receives sengdee income.

Premium finance loans. The Company internally aatgs premium finance loans at First Premium whierally sells them to the Banks or
funds the loans through asset securitization fasli See "MANAGEMENT'S DISCUSSION AND ANALYSIS OHNANCIAL

CONDITION AND RESULTS OF OPERATIONS -- Liquidity dnCapital Resources." All premium finance loansyéeer financed, are
subject to the Company's stringent credit standanmis$ substantially all such loans are made to cerial customers.

The Company rarely finances consumer insuranceipras) which are regarded by management as risbéarsl

First Premium offers financing of approximately 8@¥%@an insurance premium primarily to commerciadigmasers of property and casualty
and liability insurance who desire to pay insurapemiums on an installment basis. The premiummfiedoan allows the insured to spread
the cost of the insurance policy over time. Firgtr®ium markets its financial services primarilydstablishing and maintaining relationships
with medium and large insurance agents and brakmisdy offering a high degree of service and intisegroducts. Senior management is
significantly involved in First Premium's marketiafforts, currently focused almost exclusively amenercial accounts which it believes
provide higher returns at lower risk. Loans argioated by First Premium's own sales force by wagkiith insurance agents and brokers
throughout the United States. As of December 3261 Birst Premium had the necessary licensing émer oegulatory approvals to do
business in 45 states and the District of Colurabid has applied for licenses in three additioratest

In financing insurance premiums, the Company de¢sissume the risk of loss normally borne by insceecarriers. Typically the insured
buys an insurance policy from an independent immaagent or broker who offers financing througistfPremium. The insured makes a
down payment of approximately 15% to 25% of thaltptemium and signs a premium finance agreemehtkwst Premium for the balance
due, which amount First Premium disburses dirdctihe insurance carrier or its agents to satlsfyunpaid premium amount. As the insurer
earns the premium ratably over the life of the @glthe unearned portion of the premium securempay of the balance due to First Prem
by the insured. Under the terms of the Compangisdstrd form of financing contract, the Companythaspower to cancel the insurance
policy if there is a default in the payment on fimance contract and to collect the unearned pomicthe premium from the insurance carrier.
In the event of cancellation of a policy, the cestiurned in payment of the unearned premium byrtterer should be sufficient to cover the
loan balance and generally the interest and othenges due as well.

Other. Included in other loans is a wide varietpefsonal and consumer loans to individuals. ThekB&ave been originating consumer
loans in recent years in order to provide a widage of financial services to their customers. Qores loans generally have shorter terms
higher interest rates than mortgage loans but géiménvolve more credit risk than mortgage loan do the type and nature of the collateral.

The Company had no loans to businesses or govetarakforeign countries at any time during the répg periods.
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RISK ELEMENTS IN THE LOAN PO RTFOLIO

Nonaccrual, Past Due and Restructured Loans

Nonaccrual loans at December 31 are as follows (in thousands):
19 96 1995 1994 1993 1992
Nonaccrual loans ... ........ $1, 686 $1,778 $ 4 $ 4 $ 44
Loans past due 90 days or more . . 95 142 16 - 88
Restructured loans . . ........ - - - - -
Total non-performing loans . . 1, 781 1,920 20 4 132
Other real estate owned . . . .. .. - - - - -
Total non performing assets . . $1, 781 $1,920 $ 20 $ 4 $ 132
Total non-performing loans to
total loans . . 0 .36% 0.74% 0.01% -% 0.27%
Total non-performing assets to
total assets . . 0 .25% 0.41% 0.01% -% 0.16%
Nonaccrual loans to total loans 0 .34% 0.69% -% -% 0.09%

It is the policy of the Company to discontinue #uerual of interest income on any loan for whickréhis a reasonable doubt as to the
payment of interest or principal. Nonaccrual loaresreturned to an accrual status when the finepogition of the borrower indicates ther
no longer any reasonable doubt as to the paymerirafipal or interest. Other than those loansdati#id above, the Company had no
significant loans (1) for which the terms had besmegotiated, or (2) for which there were seriomslds as to the ability of the borrower to
comply with repayment terms.

Other Real Estate Owned. The Company did not hay&dher Real Estate Owned at the end of any ofdperting periods.

Potential Problem Loans

In addition to those loans disclosed under "NonaaiciPast Due and Restructured Loans", there ataiicéoans in the portfolio which
management has identified, through its problem Identification system which exhibit a higher thaormal credit risk. However, these lo¢
do not represent non-performing loans to the Complslanagement's review of the total loan portfaiadentify loans where there is
concern that the borrower will not be able to condi to satisfy present loan repayment terms inslfiaetors such as review of individual
loans, recent loss experience and current econconiditions. Loans in this category include thosthwharacteristics such as those past
maturity more than 45 days, those that have reabrdrse operating cash flow or balance sheet tremdsve general risk characteristics that
the loan officer feels might jeopardize the futtineely collection of principal and interest paym&nthe principal amount of loans in this
category as of December 31, 1996 and 1995 werexzippately $1.1 million and $604,000, respectivélgans in this category generally
include loans that were classified for regulatonygmses. At December 31, 1996, there were no #ignif loans which were classified by any
bank regulatory agency that are not included irafloeementioned potential
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problem loans, nonaccrual, past due and restruttaems. At December 31, 1996, the Company was: tertder for any highly-leveraged
transactions.

Loan Concentrations

Loan concentrations are considered to exist wheretAre amounts loaned to a multiple number ofowaers engaged in similar activities
which would cause them to be similarly impactedebgnomic or other conditions. At December 31, 1996 ,Company had no concentrati
of loans exceeding 10% of total loans, exceptridirect auto and premium finance loans as discuaede.

Foreign Loans
The Company had no loans to businesses or govetarakforeign countries at any time during the répg periods.
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Analysis of the Allowance for Possible Loan Losses (in thousands)

1996 1995 1994 1993 1992
Balance at beginning of period .................... $2,763 $1,702 $1,357 $ 961 $ 818
Loans charged-off
Residential real estate ..............c.coo.... - - - - -
Commercial and commercial real estate ........... (22) - (20) - -
Home equity ......ccceeveeriiieniieeieeee, (140) (25) - - -
Premium finance . (207) (247) (40) 5) -
Financing leases . (583) (109) (205) (728) (965)
INdirect auto .......ccooveveeiiveeiiieeiees (123) - - - -
Other 10ans ........ccocceeviiniienieenene (28) (18) - - -
Total loans charged-offs ...................... (1,103) (399) (265) (733) (965)
Recoveries
Residential real estate ......................... - - - - -
Commercial and commercial real estate ........... - - - - -
Home equity ......ccceeveeiiiieiiieeieee, - - - - -
Premium finance . 24 30 3 2 -
Financing leases . - - - - -
Indirect @uto .........cooeerviciiiiiiie, - - - - -
.Other 10@aNS ..o 17 - - - -
Total recoveries .........cc.ccooveviennne. 41 30 3 2 -
Net loans charged-off ............cccccceevinnn. (1,062) (369) (262) (731) (965)
Reduction due to subsidiary sold - - 8)
Provision for possible loan losses 1,935 1,430 607 1,127 1,116
Balance at the end of period .................... $3,636 $2,763 $1,702 $1,357 $961
Average total 10ans ..........ccccceeeveeinenne $347,076 $183,614 $148,209 $79,052 $40,528
Net loans charged-off to average total loans .... 0.31% 0.20% 0.18% 0.92% 2.38%

Both the provision and the allowance are basedhamalysis of individual credits, prior and curréogs experience, overall growth in the
portfolio, current economic conditions, and othastbrs. An allocation of the ending allowance fwar losses by major loan type is presented
below (in thousands):
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Allocation of the Allowance for Loan Losses

DECEMBER 31, 1996 Decem ber 31, 1995
% OF LOANS % of loans
IN EACH in each
CATEGORY TO category to
AMOUNT TOTAL LOANS Amount total loans
Residential real estate ............cccecvene $34 10% $ 26 14%
Commercial and commercial real estate .......... 996 37 1,044 39
HOME €qUILY ..ooovveeeieiieeiiece e 402 18 282 21
Premium finance .. 288 12 281 6
Indirect auto .. 432 18 190 15
Other loans ... 128 5 49 5
Unallocated ............ooeeevviiiiiiiniennn, 1,356 - 891 -
TOtal oo $3,636 100% $2,763 100%

The above allocation is made for analytical purgogeior to 1995, management did not perform aipedlocation of the allowance for
possible loan losses by category. It is not ardieid that charge-offs during the year ending Deegr8h, 1997 will exceed the amount
allocated to any individual category of loan. Fantfier review of the loan loss provision and tHevednce for possible loan losses referen:
made to pages 34 and 35 of Management's Discuasibinalysis of Financial Statements of the 1996ush Report to Shareholders filed

herewith as Exhibit 13.1, and incorporated hergindference.
DEPOSITS

The following table sets forth the scheduled mégsiof time deposits in denominations of $100,00éhore at December 31, 1996 (in
thousands):

Maturing within 3 months .........cccoceeveeee. L $ 60,755
After 3 but within 6 months ... — 32,534
After 6 but within 12 months ........cccccccceeee.. L 44,145
After 12months ........coocvvvviviiiieeeeeeee. 22,234
1o - | O $159,668
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RETURN ON EQUITY AND ASSETS

The following table presents certain ratios relgtio the Company's equity and assets:

Year Ended December 31 1996 1995 1 994

Return on average total assets (0.17)% 0.40% (0. 88)%
Return on average common shareholders' equity (2.33)% 4.66% (12 .20)%
Dividend payout ratio 0.00% 0.00% 0 .00%
Average equity to average total assets 7.4% 8.6% 7.2%
Ending total risk based capital ratio 8.0% 11.9% 9.6%
Leverage ratio 6.4% 8.5% 7.1%

SHORT-TERM BORROWINGS

The information required in connection with Shodrh Borrowings is contained under the caption "Asial of Financial Condition - Short-
Term Borrowings" in the 1996 Annual Report to Shatders filed herewith as Exhibit 13.1, and is iqated herein by reference.

ITEM 2. PROPERTIES

The Company's executive offices are located imth@ bank facility of Lake Forest Bank. Lake ForBank has five physical banking
locations. Lake Forest Bank's main bank facilitioisated at 727 N. Bank Lane, Lake Forest, lllinaisd is a three story, 18,000 square foot
brick building. Lake Forest Bank constructed a ehin, walk-up banking facility on land leased fraime City of Lake Forest on the corner of
Bank Lane and Wisconsin Avenue in Lake Forest, @pprately one block north of the main banking fiigilLake Forest Bank also leases a
1,200 square foot, full service banking facilityl®3 East Scranton Avenue in Lake Bluff and a 2 dfi@are foot, full service banking facility
on the west side of Lake Forest, lllinois at 81@tBdNaukegan Road. Lake Forest maintains autontelied machines at each of its locations
except the 810 South Waukegan Road facility. Aatiivand walk-up banking facility was opened in fingt quarter of 1997 at 911 S.
Telegraph Road in the West Lake Forest Train Statiake Forest Bank has no offsite automated tell@chines

North Shore Bank currently has four physical bagkotations. North Shore Bank owns the main bacHitia, a one story brick building th:

is located at 1145 Wilmette Avenue in downtown Wétte, Illinois. North Shore bank also owns a negdystructed 9,600 square foot drive-
in, walk-up banking facility at 720 12th Streetpagximately one block west of the main banking lfgciNorth Shore Bank leases a full
service banking facility at 362 Park Avenue in Glee, lllinois. Additionally, during May, 1996, NérShore Bank opened a branch banking
facility in Winnetka, lllinois where it leases apgimately 4,000 square feet. North Shore bank raaiatautomated teller machines at each of
its locations, except Glencoe and Winnetka. Noftbr€ has no offsite automated teller machines.
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Hinsdale Bank currently has three physical bankiegtions. Hinsdale Bank owns its main bank fagilét two story brick building located at
25 East First Street in downtown Hinsdale, lllind#insdale Bank constructed a 1,000 square fogtdn, walk-up banking facility at 130
West Chestnut, approximately two blocks west ofrtteén banking facility. Hinsdale Bank maintains@uated teller machines at both of its
locations. Hinsdale Bank has no offsite automagdidrtmachines. Hinsdale Bank also has a buildinglarendon Hills which has
approximately 6,000 square feet. Clarendon HillelBa branch of Hinsdale Bank, currently occupigsraximately 2,000 square feet as a
full service banking facility and leases the rendainof the space to unrelated parties.

Libertyville Bank currently has two physical bangitocations. Libertyville Bank owns the main baakifity, which is a 13,000 square foot
two story brick building located at 507 North Milukee Avenue in downtown Libertyville, lllinois. Léntyville Bank also owns a 2,500
square foot drive-in, walk-up banking facility @&2&22Hurlburt Court, approximately five blocks sowtbeof the main banking facility.
Libertyville Bank maintains automated teller maasrat both of its locations. Libertyville Bank hasoffsite automated teller machines.

Barrington Bank currently has one physical bankaaation, a 2,860 square foot space which it isifega The building is located at 202 Sa
Cook Street in Barrington, lllinois. This locatianill serve as a temporary facility for the Bankilstich time as its permanent facility is
completed. Barrington Bank has purchased propecdgtéd at 201 South Hough in Barrington and haigded for new construction a 15,000
square foot frame structure with an attached difiveugh facility. This building will serve as Bangton Bank's main bank facility when
construction is completed, currently scheduleddte 1997.

First Premium's offices are located at 520 Lakekd®oad, Suite 300, Deerfield, Illinois 60015. Filsemium leases approximately 12,000
square feet of office space at a cost of $27,000nmath under a eight-year and nine month leaseiegpn the year 2000.

ITEM 3. LEGAL PROCEEDINGS

The Company and its subsidiaries from time to taresubject to pending and threatened legal aatidnproceedings arising in the normal
course of business. Since the Banks act as depesitif funds, they are from time to time namedefendants in various lawsuits (such as
garnishment proceedings) involving claims to thenewship of funds in particular accounts. Any sutipdtion currently pending is incidental
to such Bank's business and, based on informatioertly available to management, management ledidwe outcome of such actions or
proceedings will not have a material adverse effacthe operations or financial condition of then@pany or its subsidiaries.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of securitgl@rd during the fourth quarter of 19!
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PART II.
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

Other than certain restricted shares, the majofithe Common Stock is freely tradable by persahermthan those who are currently affilie
of the Company. At December 31, 1996, the prinaipatket for the Company's Common Stock was the-theecounter (OTC) market whe
bid and asked prices were quoted on the OTC Bulbard. However, on March 13, 1997 the commonksb@gan trading on The Nasdaq
National Market under the symbol WTFC. Prior to @@mpany's listing on The Nasdaq National Marketdthad not been active trading
the Common Stock. Prior to the Company's Reorgtiaizin September, 1996, there was no establishbtigpmarket for the shares of the
Company's predecessor companies.

The table below sets forth the high and low peresihad prices quoted for the Common Stock durirggfturth quarter of 1996, the first full
quarterly period for which there has been limitedling in the Common Stock. Such over-the-countnket quotations reflect inter-dealer
prices, without retail mark-up, mark-down or comsii® and may not necessarily represent actualdcaioss. Furthermore, for the period
from October 1, 1996 to October 18, 1996, bidslierCommon Stock quotations were being maintairyeaiity one market maker.

BID
1996 HIGH LOW
Fourth quarter $15.62 $12.50

The low bid price for the fourth quarter was quodieding the period at the beginning of the quantken there was only one market maker
maintaining quotations on the OTC Bulletin Board.

APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS

As of March 21, 1997 there were approximately 2,i8@lers of record of the Company's common stockhvhas no par value.

DIVIDENDS ON COMMON STOCK

The Company has not previously paid dividends ®rdmmon stock but rather has retained earninfgilitate growth of the Company.
Because the Company's consolidated net incomestsiaigely of net income of the Banks and Firsintum, the Company's ability to pay
dividends depends upon its receipt of dividendmftbe Banks and First Premium. The Banks' abititpdy dividends is regulated by bank
statutes. See "Financial Institution Regulation &alty - Dividend Limitations" on page 6 of this [at.
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In addition, each of North Shore Bank, LibertyviBank and Barrington Bank is subject to additiamstkrictions prohibiting the payment of
dividends by a de novo bank in its first three gaafroperations. The de novo periods will end fortN Shore Bank, Libertyville Bank and
Barrington Bank in September 1997, October 19982ecember 1999, respectively. In addition, the paryhof dividends may be restricted
under certain financial covenants in the Compargyslving line of credit.

The declaration of dividends is at the discretibthe Company's Board of Directors and depends @aonings, capital requirements,
regulatory limitations, tax considerations, thermapieag and financial condition of the Company attteo factors. Reference is made to not
of the 1996 Annual Report to Shareholders, attatigedto as Exhibit 13.1, which is incorporated tmeby reference for a description of the
restrictions on the ability of certain subsidiariegransfer funds to the Company in the form efdknds.

RECENT SALES OF UNREGISTERED SECURITIES.

In December 1996, options to purchase 34,622 sloftbe Company's Common Stock were granted putsaan employee stock option
plan to a limited number of key employees. Suclioogtwere issued in reliance on the exemption fregistration pursuant to Section 4(2)
the Securities Act.

In December 1996, in connection with the Compaagtwiisition of Wolfhoya Investments, Inc. ("Wolfrady, the Company issued an
aggregate of 87,556 shares of Common Stock tohttebkolders of Wolfhoya, all of whom are director®fficers of the Company or its
subsidiaries, in reliance on the exemption fronigtegtion pursuant to Section 4(2) of the Secwsifiet. As part of such acquisition, each
outstanding warrant to purchase shares of comnuoak stf Wolfhoya was adjusted in accordance withdtss to represent the right to
purchase an appropriately adjusted number of slthii@mmon Stock of the Company. An aggregate 3% Warrants were received by
the former shareholders of Wolfhoya as a resulhaf transaction, not involving the sale of se@siby the Company. Options that were
granted by Wolfhoya prior to its acquisition by tiempany in the fourth quarter of 1996 were algasidd in connection with such
acquisition into options to purchase 68,534 shafése Company's Common Stock.

ITEM 6. SELECTED FINANCIAL DATA

Certain information required in response to thesntis contained in the Annual Report to Sharehsldeder the caption "Selected Financial
Highlights" and is incorporated herein by referendeae Company's preferred stock for the last figarg are presented as follows (in
thousands):

1 996 1995 1994 1993 1992
Net income (loss) from continuing
operations $ ( 973) 1,514 (2,000) (3,146 ) (5,837)
Net income (loss) from continuing
operations per common share $(0 .16) 0.24 (0.50) (1.07 ) (2.63)

Preferred stock $ - 503 503 503 503
Cash dividends declared per common share $ - - - - -
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The information required in response to this itemadntained in the Annual Report to Shareholdedgeuthe caption "Management's
Discussion and Analysis of Financial Condition &®bults of Operations," and is incorporated hevgireference. The discussion and
analysis of financial condition and results of @iems should be read in conjunction with the ctidated financial statements and
supplementary data contained in the Annual Repd8ttareholders.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information required in response to this itsmadntained in the Annual Report to Shareholdedeuthe caption "Consolidated Financial
Statements," and is incorporated herein by refereflso, refer to Item 14 of this Report for theléx to Financial Statements.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable

PART llI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information required in response to this iteith lve contained in the Company's definitive Pr@&atement (the "Proxy Statement") for
Annual Meeting of Shareholders to be held May ZB7lunder the caption "Management" and is incotedrherein by reference.

ITEM 11. EXECUTIVE COMPENSATION

The information required in response to this iteith lve contained in the Company's Proxy Statemeaudien the caption "Executive
Compensation” and is incorporated herein by refazen

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

Information with respect to security ownership eftain beneficial owners and management is incatpdrby reference to the section
"Principal Shareholders" in the Proxy Statementlier Annual Meeting of Shareholders to be held ay 22, 1997.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information required in response to this iteith e contained in the Proxy Statement under tggtion "Certain Transactions," and is
incorporated herein by reference.

PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K
(a) Documents filed as part of this Report:
1., 2. Financial Statements and Schedules

The Consolidated Financial Statements are incotpadray reference to the following pages from th@6L8nnual Report to Shareholders,
attached hereto as Exhibit 13.1:

Page
Consolidated Statements of Condition 6
Consolidated Statements of Income 7
Consolidated Statements of Changes in Shareho Iders'

Equity 8
Consolidated Statements of Cash Flows 9
Notes to Consolidated Financial Statements 10-22
Independent Auditors' Report 22

No schedules are required to be filed with this rep ort.
3. Exhibits (Exhibits marked with a "*" denote management contracts
or compensatory plans or arrangem ents)

3.1 Amended and Restated Articles of Incorporatibwintrust Financial Corporation (incorporatedreyerence to Exhibit 3.1 of the
Company's Form S-1 Registration Statement (No E&B9) filed with the Securities and Exchange Cominison December 24, 1996).

3.2 By-laws of Wintrust Financial Corporation (imporated by reference to pages AC-1 to AC-16 of Admeent No. 1 to Registrant's Form
S-4 Registration Statement (No. 333-4645) filechvfite Securities and Exchange Commission on Jyl{ 226).

10.1 $25 Million Revolving Loan Agreement betweeaSalle National Bank and Wintrust Financial Corfiora dated September 1, 1996
(incorporated by reference to Exhibit 10.1 of then®any's Form S-1 Registration Statement (No 33398filed with the Securities and
Exchange Commission on December 24, 1996).
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10.2 Form of Wintrust Financial Corporation Warragfreement (incorporated by reference to Exhibi22Go Amendment No. 1 to
Registrant's Form S-4 Registration Statement (I88-48645), filed with the Securities and Exchangen@ussion on July 22, 1996).*

10.3 Hinsdale Bancorp, Inc. 1993 Stock Option Riacorporated by reference to Exhibit 10.6 to Ammedt No. 1 to Registrant's Form S-4
Registration Statement (No. 333-4645) filed with Becurities and Exchange Commission on July 226)19

10.4 Lake Forest Bancorp, Inc. 1991 Stock Opti@nHincorporated by reference to Exhibit 10.6 toehiiment No. 1 to Registrant's Form S-
4 Registration Statement (No. 333-4645) filed wiith Securities and Exchange Commission on Jul{t 226).*

10.5 Lake Forest Bancorp, Inc. 1993 Stock Opti@nHincorporated by reference to Exhibit 10.6 toefigiment No. 1 to Registrant's Form S-
4 Registration Statement (No. 333-4645) filed with Securities and Exchange Commission on Julyt 226).*

10.6 Libertyville Bancorp, Inc. 1995 Stock Optiola (incorporated by reference to Exhibit 10.6 mmendment No. 1 to Registrant's Form S-
4 Registration Statement (No. 333-4645) filed with Securities and Exchange Commission on Julyt 226).*

10.7 North Shore Community Bancorp, Inc. 1994 SiOpkions Plan (incorporated by reference to ExHibi6 to Amendment No. 1 to
Registrant's Form S-4 Registration Statement (188:-8645) filed with the Securities and Exchange @xission on July 22, 1996).*

10.8 Crabtree Capital Corporation 1987 Stock Opfitam (incorporated by reference to Exhibit 10.8eendment No. 1 to Registrant's
Form S-4 Registration Statement (No. 333-4645)i filéth the Securities and Exchange Commission gn2Ry 1996).*

10.9 The Credit Life Companies, Incorporated 198¢SOption Plan (incorporated by reference to BitHi0.6 to Amendment No. 1 to
Registrant's Form S-4 Registration Statement (188-48645) filed with the Securities and Exchange @ugsion on July 22, 1996).*

10.10 First Premium Services, Inc. 1992 Stock @pRtan (incorporated by reference to Exhibit 10.6nendment No. 1 to Registrant's
Form S-4 Registration Statement (No. 333-4645)i filéth the Securities and Exchange Commission gn2Ry 1996).*

10.11 Wolfhoya Investments, Inc. 1995 Stock Opfiten (Barrington Bank and Trust Company Stock QpBtan) (incorporated by
reference to Exhibit 10.11 of the Company's ForthBegistration Statement (No 333-18699) filed with Securities and Exchange
Commission on December 24, 1996).*

10.12 North Shore Community Bancorp, Inc. 1993 S®Rights Plan (incorporated by reference to ExHibit to Amendment No. 1 to
Registrant's Form S-4 Registration Statement (I88-48645) filed with the Securities and Exchange @ugsion on July 22, 1996).*
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10.13 Crabtree Capital Corporation 1990 Stock PagelPlan (incorporated by reference to Exhibit 1® &mendment No. 1 to Registrant's
Form S-4 Registration Statement (No. 333-4645})i filéth the Securities and Exchange Commission gn2Ry 1996).*

10.14 Phantom Stock Agreement between Lake Foastdp, Inc. and Edward J. Wehmer (incorporatecefgrence to Exhibit 10.6 to
Amendment No. 1 to Registrant's Form S-4 Regisinetatement (No. 338645) filed with the Securities and Exchange Corsiaison July
22, 1996).*

10.15 Phantom Stock Agreement between Liberty@#eacorp, Inc. and Edward J. Wehmer (incorporatecebgrence to Exhibit 10.6 to
Amendment No. 1 to Registrant's Form S-4 Regisine@itatement (No. 338645) filed with the Securities and Exchange Consiaison July
22, 1996).*

10.16 Phantom Stock Agreement between North Shonen@inity Bancorp, Inc. and Anne M. Adams (incorpedsby reference to Exhibit
10.6 to Amendment No. 1 to Registrant's Form S-gifteation Statement (No. 333-4645) filed with Becurities and Exchange Commission
on July 22, 1996).*

10.17 Form of Warrant Agreement relating to thétrip purchase shares of North Shore Community &gmdnc. (incorporated by reference
to Exhibit 10.6 to Amendment No. 1 to RegistraRtism S-4 Registration Statement (No. 333-4645) fileth the Securities and Exchange
Commission on July 22, 1996).

10.18 Lake Forest Bank & Trust Company Lease fivedup facility located at the corner of Bank Lafa&Visconsin Avenue, Lake Forest,
lllinois, dated December 11, 1992 (incorporateddfgrence to Exhibit 10.6 to Amendment No. 1 to iRegnt's Form S-4 Registration
Statement (No. 333-4645) filed with the Securiiesl Exchange Commission on July 22, 1996).

10.19 Lake Forest Bank & Trust Company Lease fokbay facility located at 810 South Waukegan Rdake Forest, Illinois (incorporated
by reference to Exhibit 10.6 to Amendment No. Registrant's Form S-4 Registration Statement (188-8545) filed with the Securities and
Exchange Commission on July 22, 1996).

10.20 Lake Forest Bank & Trust Company Lease fokbay facility located at 666 North Western Avenlake Forest, lllinois, dated July
19, 1991 and Amendment (incorporated by referem@exhibit 10.6 to Amendment No. 1 to Registrantisrfr S-4 Registration Statement
(No. 333-4645) filed with the Securities and Exapa€ommission on July 22, 1996).

10.21 Lake Forest Bank & Trust Company Lease fokbey facility located at 103 East Scranton Averlieke Bluff, lllinois, dated
November 1, 1994 (incorporated by reference to likfhD.6 to Amendment No. 1 to Registrant's For-4 Registration Statement (No. 333-
4645) filed with the Securities and Exchange Corsiaison July 22, 1996).
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10.22 North Shore Bank & Trust Company Lease fokbag facility located at 362 Park Avenue, Glenddiaois, dated July 27, 1995
(incorporated by reference to Exhibit 10.6 to Ammedt No. 1 to Registrant's Form S-4 Registrati@te®tent (No. 333-4645) filed with the
Securities and Exchange Commission on July 22,1996

10.23 North Shore Bank & Trust Company Lease fokbag facility located at 794 Oak Street, Winnetitiinois, dated June 16, 1995
(incorporated by reference to Exhibit 10.6 to Anmedt No. 1 to Registrant's Form S-4 Registrati@te®tent (No. 333-4645) filed with the
Securities and Exchange Commission on July 22,1996

10.24 Barrington Bank and Trust Company Lease ffopgrty located at 202A South Cook Street, Barangtllinois, dated December 29,
1995 (incorporated by reference to Exhibit 10.24hef Company's Form S-1 Registration Statement3®818699) filed with the Securities
and Exchange Commission on December 24, 1996).

10.25 Real Estate Contract by and between Wolftimyastments, Inc. and Amoco Oil Company, dated Ma&fs, 1996, and amended as of

, 1996, relating to the purchase of ptgpecated at 201 South Hough, Barrington, lllim@incorporated by reference to Exhi
10.25 of the Company's Form S-1 Registration StatérfNo 333-18699) filed with the Securities anatftange Commission on December
24, 1996).

10.26 Form of Employment Agreement (entered intwben the Company and each of Howard D. Adams,r@laai and Chief Executive
Officer, and Edward J. Wehmer, President) (incaoaed by reference to Exhibit 10.26 of the CompahRgisn S1 Registration Statement (I
333-18699) filed with the Securities and Exchangen@ission on December 24, 1996).*

10.27 First Premium Services, Inc. Lease, as antkridecorporate offices located at Lake Cook Rd2ekrfield, Illinois (incorporated by
reference to Exhibit 10.27 to Amendment No. 1 ef @ompany's Form S-1 Registration Statement (NelB&39) filed with the Securities
and Exchange Commission on January 24, 1997).

10.28 Lake Forest Bank & Trust Company Lease fivedup and walk-up facility located at 911 Southefeaph Road, Lake Forest, lllinois,
dated November 7, 1996 (incorporated by referem&exhibit 10.28 to Amendment No. 1 of the Compafgsm S-1 Registration Statement
(No 333-18699) filed with the Securities and Exa@ommission on January 24, 1997).

10.29 First Amendment to Loan Agreement betweentiy$h Financial Corporation and LaSalle NationahBaDated March 1, 1997.
13.1 Annual Report to Shareholders.

21.1 Subsidiaries of the Registrant (incorporatgdetierence to Exhibit 21.1 of the Company's Forh Begistration Statement (No 333-
18699) filed with the Securities and Exchange Cossion on December 24, 1996).

27.1 Financial Data Schedule.
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(b) Reports on Form 8-K

A report on Form 8-K/A, dated September 1, 1996 fifed with the Commission on November 7, 1996. Tégort was filed to include the
required proforma financial information (Item 7ra)ating to the Company's reorganization transaatibich was not available at the time of

the initial filing on Form 8-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

WINTRUST FINANCIAL CORPORATION

HOWARD D. ADAMS HOWARD D. ADAMS March 21, 1997

Chief Executive Office r

DAVID A. DYKSTRA DAVID A. DYKSTRA

Executive Vice President & Chief Financial Officer
(Principal Financial and Accounting Officer)

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdaticated.

HOWARD D. ADAMS HOWARD D. ADAMS

Chairman of the Board

EDWARD J. WEHMER EDWARD J. WEHMER
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ALAN W. ADAMS ALAN W. ADAMS

Director
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Director
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Director
JAMES KNOLLENBERG JAMES KNOLLENBERG

Director
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Director
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Director
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Director
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Director
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Director
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Director
LARRY WRIGHT LARRY WRIGHT

Director
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SELECTED FINANCIAL HIGHLIGHTS

SELECTED FINANCIAL CONDITION DATA
(AT END OF PERIOD):

Total assets

Total deposits

Total loans

Notes payable and subordinated debt

Total shareholders' equity

SELECTED STATEMENT OF OPERATIONS DATA:
Net interest income
Net income (loss)(2)
Net income (loss) per common share (1)

SELECTED FINANCIAL RATIOS AND OTHER DATA:
Performance Ratios:
Net interest margin
Net interest spread
Non-interest income to average assets
Non-interest expense to average assets(1)
Net overhead ratio(1)
Return on average assets(1)
Return on average equity(1)
Loan-to-deposit ratio
Average interest-earning assets to
average interest-bearing liabilities

Asset Quality Ratios:
Non-performing loans to total loans
Non-performing assets to total assets
Allowance for possible loan losses to:
Total loans
Non-performing loans

Other Data at end of period:
Number of:
Bank subsidiaries
Banking offices

Note:  For 1993 through 1996, reflects results o
operation or in organization, resul
subsidiary operations (some of which ha
results of discontinued operations. See
ANALYSIS OF FINANCIAL CONDITION AND RESU
reflects first full-year of Lake Forest B
finance and lease subsidiary operations (
curtailed, sold or discontinued).

1) For the year ended December 31, 1996, the
nonrecurring merger-related expenses of $

YEARS ENDED DECEMBER 31,

1996 1995 1994

(dollars in thousands, except per sha

$ 706,037  $ 470,890 $ 354,158
618,029 405,658 221,985

$ 14882 $ 9,700 $ 7,873 $

(973) 1,497 (2,236)
(0.16) 0.24 (0.56)
2.91% 2.96% 3.35%
2.40% 2.41% 3.07%
1.34% 2.36% 0.57%
4.05% 4.37% 4.14%
2.71% 2.01% 3.57%

0.17)% 0.40%  (0.88)%
(2.33)% 466%  (12.200%
79.7% 63.7% 87.4%

110.73% 111.37% 106.61%

0.36% 0.74% 0.01%
0.25% 0.41% 0.01%
0.74% 1.07% 0.88%
204.15% 143.91% N/M
5 4 3
14 11 5

f those Banks then in

ts of finance and leasing

ve since been curtailed) and
"MANAGEMENT'S DISCUSSION AND
LTS OF OPERATIONS." For 1992,
ank operations and results of

some of which have since been

Company recorded
891,000.
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re data)

188,590 $ 82,864
98,264 42,996

109,276 48,527
4,837 16,050

4355 $ 2,328
(3339)  (5,735)
(1.14)  (2.59)

3.83%  3.85%
3.30%  2.87%
0.89%  1.05%
5.84%  10.77%
495%  9.72%
(260%  (7.91)%
(25.400%  (46.01)%
111.2%  112.9%

115.42% 116.93%
0.00% 0.27%
0.00% 0.16%

1.24% 1.98%

N/M N/M
2 1
3 1



DEAR SHAREHOLDERS,

Greetings to those of you who've been with us domsiny years (actually, most of you can count ttmaay years on one hand). And a
special "Welcome to the family!" to all you new Wfinst shareholders. You joined us just in timeddristoric event.

We are pleased to present the very first Wintrisaicial Corporation Annual Report.

1996 WAS A VERY BUSY YEAR.
We've expanded almost all our Banks' facilities added new branches. We've added new servicesraddas, too. And in Barrington, we
even added a whole new bank in late December.

But the busiest business we conducted all year ptante in September when the parent companied ofiathen existing banks, Lake Forest
Bank & Trust, Hinsdale Bank & Trust, North Shoren@aunity Bank & Trust, Libertyville Bank & Trust, drof First Premium Services, Inc.
were reorganized under Wintrust Financial Corporati

This reorganization continues the sharing of theketing, technology and finance functions. Theal$lo be able to combine their
asset/liability management. It'll be easier for tlegv company to raise capital. First Premium céna talvantage of the Banks' lower cost of
funds to finance its loans. And all of us sharebdchow have greater stock liquidity.

The restructuring was overwhelmingly approved bareholders. Everybody's stock was exchanged foestad Wintrust at a agreed-upon
ratios. After this transaction, we had over 1,08@reholders, and we officially became a publichded company.

THE BEST CHANGE IS THE ONE WE DIDN'T MAKE.

We strongly believe that the key to our Banks' sgscpast and future, lies in real local contral m@nagement. It's the main reason our
present customers chose us over our larger comfetit's also why new customers will come to usw® worked especially hard to design
operations that allow each bank to preserve itsppddence and keep its community connections.

Our local boards of directors will all stay in ptacAnd each bank will continue to operate separaet to make decisions locally.
This will never change. It is the heart and sout@ihmunity banking, Wintrust style.

WERE LOCALLY CONTROLLED AND OPERATED.

In addition to First Premium, Wintrust Financiak@ntly operates five de novo community banksfireén locations serving nineteen afflu
suburban Chicago markets, and we have over $70@mih assets. Our markets include the commundfdsake Forest, Lake Bluff,
Hinsdale, Clarendon Hills, Western Springs, Budd®, Wilmette, Glencoe, Winnetka, Kenilworth, Lityeille, Mundelein, Vernon Hills,
Barrington, Barrington Hills, Lake Barrington, Nbrand South Barrington and Inverness.

*%% GRAPH OMITTED ****
This graph depicts a fair and accruate representafi the growth in year- end asset and depositnoals for 1992 through 1996.

Each of the Banks is controlled by a strong, hasmdecal board ranging in number from 15 to 22 hera. The make-up of these boards
includes local business, religious and communigyléss, both men and women, and a wide range oitsaded ages.

Each Bank is managed by a team of talented, piofeshankers who average more than 20 years exqumyiin the banking business and
are deeply involved in their local communities. iFlexperience and knowledge are key to their Basiktxess. But just as important, and
what sets them apart from their colleagues in dblaeks, is their enthusiasm for, and their behietommunity banking.

WARM WELCOMES AND A CUSTOMER FOCUS.
The large number of new customers each of our Baigked up as soon as they opened their doorsteflee great desire that so many
people have for community banking.

We admit that we've had help from some of our lalgank competitors. Their big bank behavior andaefees have often sent customers
away from their costly teller lines and into ouefrdly, community banks. But we made sure that wthey came to us, they got the different
kind of banking that they were looking for.

The important lesson here is that we can't forgettwur customers want, need and deserve, or thegave us, too. We must work hard to
always be the bank that helps customers, that gded care of them and their money, that providaas when they need them.

COMMUNITY BANKING, WINTRUST STYLE.
Wintrust Financial has developed a relatively usigpproach to de novo community banking. Our kesjrtass strategies incluc






0 Maintaining local decision-making authority

o Employing fewer, but more highly qualified an@guctive individuals

o Providing a high level of personal and professidrank services

o Utilizing aggressive marketing of innovative dsip@nd loan products customized to the local ntarkeds
o Building a portfolio of high quality loans

o Augmenting the loan portfolio with selected lo&mesn specialized asset niches

o Expanding personal trust services

o Pursuing new distribution methods for our premfimance business

o Taking advantage of synergies between First Rmanaind the Banks

o Continuing to differentiate our company from ca@tifpon with innovative marketing

BUT FOR GOLIATH, WHO'D KNOW ABOUT DAVID?

Our competitors are the large regional and multiemal banks. They also include sizable local cotitgrs. We relish this competition. In
marketing each of our community banks, we oftenaud2avid versus Goliath" approach. We've discodéhat talking about their "bigness”
helps us dramatize the many real advantages cfroaliness. And it gets right to the heart of whggde should move their deposit accounts
and loans to our Banks.

*%% GRAPH OMITTED ****
This graph depicts a fair and accruate representafithe growth in year- end loan balances for2i®8ough 1996.

SIGNIFICANT GROWTH IN 1996.

In April, North Shore Community Bank and Trust opdra new facility in Winnetka. In August, Hinsd&ank & Trust opened Clarendon
Hills Bank. And our fifth bank, Barrington Bank &riist, was introduced in December. Additionally, toaction was begun on an expanded
main bank facility in Hinsdale and our new Drivertitin West Lake Forest.

We believed that our exceptional customer servicka@mpetitive products were worth crowing aboatcow we did. Throughout the year,
aggressive marketing campaigns underlined the lemdéfour kind of community banking. That and ttedication of each and every staff
member has contributed to the core deposit grofvtuncompany. Our Banks increased deposits by@pping 52% (+$212 million) during
1996.

#%% GRAPH OMITTED ****
This graph depicts a fair and accruate representafi the growth in the number of banking officegach year-end for 1992 through 1996.

The growth in deposits was the primary reasonterimcrease in our year-end assets to about $706rmihat's up about 50% from the end
of 1995. More than $700 million in assets? Onlyropmce late 19917 Wow. It really does show ourmamities' acceptance of the kind of
banking we're giving them.

Our lending staffs continue to introduce commupitignted loan products and the results are begytaishow. Our loan portfolio grew to
approximately $493 million in 1996 from $258 mitidn 1995. We've also supplemented our loan paetfeith a few specialized loan
products. The two most significant specialized laggms are the commercial insurance premium finkoaees originated by First Premium ¢
top quality automobile loans originated by our Hiale Bank. These accounted for about $97 milliothef1996 loan growth. Your
management and boards of directors are committetidag credit quality, and we have originated doly quality loans.

FUTURE GROWTH VERSUS FASTER PROFITS.
Our eyes are definitely turned toward the future'lWe investing in additional facilities, and ¢imuing to hire experienced, top level
managers. We'll also be expanding into additioredkets and running aggressive marketing campa@gsotwv market share.

Over the past few years, this has led to differeme@ur earnings pattern compared to other estadi community banks. Our relatively high
growth rates came with temporarily high overhedibsa These reflect the necessary start-up invagtindhuman resources, marketing and
facilities to create de novo banks and to opentexidil branches.

Also, upon entering new markets, we tend to offghly competitive deposit and loan interest rafdgs has helped us achieve market share.
More importantly, it's helped us build a strongtouser base in each of our markets. But, understandia has not allowed us to achieve our
long-term interest margin goals as quickly as walddave if we hadn't been as aggressive.

All of our expansion activities have suppressetkefa®pportunistic earnings. However, as the Compaatures, the organization and start-up
costs associated with future bank and branch ogeninll not have as significant an impact on eaggir{Also, 1996 earnings were impacted
by about $900,000 of non-recurring merger expepses.

We strongly believe the early investments we've eriadleveloping our young franchise, combined whith strength gained by placing the
Banks and First Premium under one parent comg






will result in favorable returns to our sharehokland customers as Wintrust matures.
To that end, our long term financial goals are $&mp

o Net interest margin of 4 - 4 1/2%
o Net overhead ratio of 1 1/2 - 2%

o Return of assets of 1 1/4-11/2 %
0 Return on equity of 20 -25%

TWO KEY STRATEGIES.

In order to ensure our future profitability, we rhircrease our net interest margins and reducewenhead ratios. This will be accomplished
1) by growing our earning asset niches and 2) imgbrg our young Banks' overhead in line by growifegrosits and loans to fit that
overhead.

A community bank can't do this without going ousits customer base. A typical community bank,tbywery nature, can depend on its local
customers for only about half of its loan potentizd¢cause of the extra 50% that's available, wewleed for profitable earning assets that
help us realize the full potential of our combirtedn capacity. Indirect auto loans (high quality''f#aper), secured mortgage warehousing,
and premium finance are some of the earning asdetsithat the Company is now successfully pursuing

FIRST PREMIUM, AN IMPORTANT PART OF OUR FUTURE.

First Premium is the only non-bank member of oum@any. On the surface, their business is very sinfhey provide short term, secured
loans to pay insurance premiums (hence, the nasnéusinesses across the country. Companies sstypie of loan to smooth out their cash
flow.

Of course, that's only the surface. Underneatiets a bit more complicated. There's the necefsitpts of very smart money management.
And very personal customer contact. And lightniagtcommunication and decisions. And highly contipetrates. And truly innovative
products and systems. Like the Banks, First Prenfiasan experienced management team with many iyetlrs premium finance business.
And they do their job, on the surface and belowsty well.

First Premium, also a de novo organization, igdrsixth year of operation and, again like our Isatas done very well in a very short time.
With national loan volume of about $300 million1A96, it has grown to be one of the ten largesnpmn finance companies in the U.S.

THE RESULTS ARE IN.

Our "Subscription and Community Offering" has beancessfully completed. We've added over 1,500st@seholders, most of whom live
in the communities served by our Banks. Intereshénoffering was high, with approximately 1.38liit shares sold verses our 1.3 million
share goal. And you can now find out how your stisafoing by looking up Wintrust Financial Corpadoatin the Nasdaq National Market
listings (WTFC).

w05 GRAPH OMITTED

This graph depicts a fair and accruate representafi the growth in year- end shareholders' edoity1 992 throught 1996, and an estimate of
pro-forma equity based on the results of the recemtmon stock offering.

We raised $21.4 million in capital which we'll usereduce debt and to fund expansion. It'll alsp lus to maintain our aggressive pursuit of
market share growth and allow us to open new conitinbanks in select suburban Chicago markets whdecommunity bank window of
opportunity is open. In the future, we plan to fugrdwth through internal profitability and additairborrowing.

WE'VE MADE NO SMALL PLANS.

1997 brings fresh challenges to Wintrust Finandté'll be constructing new banking facilities inkeaForest, Hinsdale and Wilmette, and
opening new branches for at least two of our baWkes hope to also open Wintrust bank #6 in late 1888t Premium is targeted to grow by
increasing our customer base and expanding ménke¢ svith current customers. We will also be segkimareholder approval to revamp our
employee stock option plans. We would like to mesgisting stock option plans for the Banks andtfr@mium and would like to allocate
additional shares to keep the interests of our eyegls aligned with those of the Company.

SIC PARVIS MAGNA.
"Great things from small beginnings..."

Yours truly,

Howard D. Adams
Chairman & Chief Executives Officer

Edward J. Wehme



President
P.S. The annual meeting of Wintrust Financial Comfion's shareholders is set for the evening of Ray1997. Please save the date.
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5% MAP OMITTED ****
This page has a fair and accurate representatitimedbcations of the company's locations as ptegern a map of the Chicago area.
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CONSOLIDATED STATEMENTS

WINTRUST FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CONDITION
(In thousands, except share data)

YEARS END ED DECEMBER 31,
1996 1995

ASSETS
Cash and due from banks-noninterest bearing $ 36,581 12,622
Federal funds sold 38,835 55,812
Interest-bearing deposits with banks 18,732 50,600
Available-for-Sale securities, at fair value 69,387 57,887
Held-to-Maturity securities, at amortized cost, fai r value of $4,913

and $4,959 in 1996 and 1995, respectively. 5,001 5,002
Loans, net of unearned income 492,548 258,231

Less: Allowance for possible loan losses 3,636 2,763

Net loans 488,912 255,468
Premises and equipment, net 30,277 23,999
Accrued interest receivable and other assets 16,426 8,919
Goodwill and organizational costs 1,886 581

Total assets $ 706,037 470,890
LIABILITIES AND SHAREHOLDERS' EQUITY
Deposits:
Noninterest bearing $ 67,164 $45,869
Interest bearing 550,865 359,789

Total deposits 618,029 405,658
Short-term borrowings 7,058 867
Notes payable 22,057 10,758
Other liabilities 16,273 13,120

Total liabilities 663,417 430,403
Shareholders' equity

Preferred stock, 20,000,000 shares authoriz ed; no shares issued and

outstanding at December 31, 1996, and 113,063

issued and outstanding at December 31, 1995 - 503
Common stock, no par value; $1.00 stated value; 30,000,000 shares authorized;

6,603,436 and 5,830,866 issued and outstanding at December 31,

1996 and 1995, respectively 6,603 5,831
Surplus 52,871 50,053
Common stock rights - -
Common stock warrants 100 75
Retained deficit (16,963) (15,990)
Net unrealized gains on Available-for-Sale

securities, net of tax 9 15

Total shareholders' equity 42,620 40,487

Total liabilities and shareholders' equity $ 706,037 470,890

See accompanying notes to consolidated financial st

atements



WINTRUST FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

YEARS ENDE D DECEMBER 31,
1996 1995 1994
INTEREST INCOME
Interest and fees on loans $ 30,631 17 ,028 13,617
Interest-bearing deposits with banks 1,588 3 ,194 1,290
Federal funds sold 2,491 2 ,048 791
Securities 4,327 3 ,202 2,046
Total interest income 39,037 25 472 17,744
INTEREST EXPENSE
Interest on deposits 22,760 14 ,090 5,498
Interest on short-term borrowings and notes payab le 1,395 1 ,682 4,373
Total interest expense 24,155 15 772 9,871
NET INTEREST INCOME 14,882 9 , 700 7,873
Provision for possible loan losses 1,935 1 ,430 607
Net interest income after provision for possible lo an losses 12,947 8 270 7,266
NONINTEREST INCOME
Gain on sale of loans 3,078 4 421 -
Loan servicing fees 1,442 1 ,101 -
Fees on loans sold 1,393 850 399
Trust fees 522 399 202
Service charges on deposit accounts 468 196 112
Securities gains, net 18 - 21
Gain on settlement of contingencies (note 14) - 735 -
Other 611 842 752
Total noninterest income 7,532 8 ,544 1,486
NONINTEREST EXPENSE
Salaries and employee benefits 11,551 8 ,011 5,319
Occupancy, net 2,264 1 ,520 1,165
Data processing 1,014 624 335
Marketing 1,102 682 288
Amortization of deferred financing fees 542 768 641
Merger related expenses 891 - -
Other 5,398 4 207 3,004
Total noninterest expense 22,762 15 812 10,752
Income (loss) from continuing operations before
income taxes (2,283) 1 ,002 (2,000)
Income tax benefit (1,310) (512) -
Income (Loss) from continuing operations (973) 1 ,514 (2,000)
Loss from operations of discontinued subsidiaries - a7) (236)
NET INCOME (LOSS) $ (973) 1 497 (2,236)
NET INCOME (LOSS) PER COMMON SHARE $ (0.16) 0.24 (0.56)
WEIGHTED AVERAGE COMMON SHARES AND COMMON SHARHB\EQIENTS 6,134 6 ,153 4,035

See accompanying notes to consolidated financial st

atements



WINTRUST FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERBQUITY

(In thousands)

NOTES
RECEIVABLE

FROM OFFICERS COMMON RETAINE

NET
UNREALIZED
GAIN (LOSS)
DON SECURITIES ~ TOTAL

PREFERR ED COMMON FROM SALE OF STOCK EARN ING AVAILABLE SHAREHOLDERS'
STO CK STOCK SURPLUS COMMON STOCK WARRANTS (DEFIC IT) FOR SALE EQUITY
Balance at December 31, 1993 $5 03 3,610 30,275 (58) 50 (17,1 69) 16 17,227
Payment of note receivable from Officer from
sale of common stock - - - 58 - - - 58

Issuance of common stock, net of issuance costs - 1,016 8,965 - - - - 9,981
Issuance of preferred stock 5 00 - - - - - - 500
Issuance of warrant to acquire common stock - - - - 25 - - 25
Conversion of preferred stock to common stock (5 00) 119 381 - - - - -
Dividends on preferred stock - - - - - ( 37) - (37)
Allocation of undivided profit - - (1,000) - - 10 00 - -
Net loss - - - - - (2,2 36) - (2,236)
Change in net unrealized gain on securities

available-for-sale, net of tax effect - - - - - - (152) (152)
éalance at December 31, 1994 5 03 4,745 38,621 - 75 (18,4 4—2—)-(]:36)-_25—366
Common stock issuance - 1,086 12,432 - - - - 13,518
Dividends on preferred stock - - - - - ( 45) - (45)
Allocation of undivided profit - - (1,000) - - 1,0 00 - -
Net income - - - - - 14 97 - 1,497
Change in unrealized loss on securities

available-for-sale, net of tax effect - - - - - - 151 151
éalance at December 31, 1995 5 03 5,831 50,053 - 75 (15,9 9_0) ________ _15 ______ ;10_487
Common stock issuance - 567 1,298 - - - - 1,865
Conversion of preferred stock 5 03) 122 381 - - - - -
Repurchase of common stock - 4) (44) - - - - (48)
Purchase of Wolfhoya Investments, Inc. - 87 1,190 - 25 - - 1,302
Net loss - - - - -9 73) - (973)
Cash payment of fractional shares - - (W] - - - - )
Change in net unrealized gain on securities

available-for-sale, net of tax effect - - - - - - (6) (6)
;3ALANCE AT DECEMBER 31, 1996 $ - 6,603 52,871 - 100 (16,9 63) _________ 9 42620
See accompanying notes to consolidated financial st atements ’



WINTRUST FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

YEARS ENDED

1996

OPERATING ACTIVITIES:

Net income (loss) $  (973) 1

Adjustments to reconcile net income (loss) to net cash

used for, or provided by, operating activities :

Provision for possible loan losses 1,935 1

Depreciation and amortization 2,104 1

Deferred income tax benefit (1,455)

Gain on sale of investment securities, net (18)

Net accretion/amortization of investment securiti es (1,924)

Net loss of discontinued operations -

Decrease in net assets of discontinued operations - 1

Increase in other assets, net (5,273) (4

Decrease in other liabilities, net 2,285 1
NET CASH (USED FOR) PROVIDED BY OPERATING ACTIVITIE S (3,319) 2
INVESTING ACTIVITIES:

Proceeds from maturities of Available-for-Sale se curities 308,424 80

Proceeds from sales of Available-for-Sale securit ies 498 5

Proceeds from maturities of Held-to-Maturity secu rities - 64

Purchases of securities (318,497) (150

Net decrease (increase) in interest bearing depos its 31,868 8

Net increase in loans (235,420) (62

Other -

Purchase of Wolfhaya Investments, Inc., net of ca sh acquired (318)

Purchases of premises and equipment, net (7,925) (11

NET CASH USED FOR INVESTING ACTIVITIES

(221,370) (83

FINANCING ACTIVITIES:

Increase in deposit accounts 212,371 183
Increase (decrease) in short-term borrowings, ne t 6,191 (4
Commercial paper notes originated - 310
Commercial paper notes principal repaid - (393
Proceeds from notes payable 22,057 5
Repayment of notes payable (10,758) @
Other, net -
Repurchase of common stock (48)
Cash value of fractional shares upon exchange of shares @)
Issuance of common stock 1,865 13
Issuance of preferred stock -
Issuance of common stock warrants -
Cash dividends paid on preferred shares -
NET CASH PROVIDED BY FINANCING ACTIVITIES 231,671 112
NET INCREASE IN CASH AND CASH EQUIVALENTS 6,982 32
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 68,434 35
CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 75,416 68

DECEMBER 31,

1995 1994
514 (2,000)
430 607
811 1,124
(331) -

- (21)
(390) (97)
17) (236)
875 666
,813) (1,809)
,907 6,533
986 4,767
234 8,900
,006 4,944
766 31,320

805)  (78,972)
401)  (29,000)
,649)  (85,764)
- (131)

673 123,721
,849) 70
040 1,051,245
,020)  (1,027,677)

822 4542
,998) (2,500)
(257) 58
518 9,980
- 500
- 25
(45) (37)

Supplemental disclosures of cash flow information-c
Interest paid
Income taxes paid

ash paid during the year for:

$ 23,874 14
$ 138

See accompanying notes to consolidated financial st atements




(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Wimust Financial Corporation (“"Wintrust" or "Compahys a multi-bank
holding company currently engaged in the businégsaviding financial services through its banksgpsidiaries to customers in the Chic.
metropolitan area and financing the payment ofrasce premiums, on a national basis, through lisidiary, First Premium Services, Inc.
("First Premium™). First Premium is a wholly ownsabsidiary of Crabtree Capital Corporation ("Crablt). As of December 31, 1996,
Wintrust owned five bank subsidiaries ("Banks"),adlwhich were de novo institutions, including leakorest Bank & Trust Company ("La
Forest"), Hinsdale Bank & Trust Company ("Hinsdal&forth Shore Community Bank & Trust Company ("ttio8hore"), Libertyville Bank
& Trust Company ("Libertyville"), and Barrington Bk & Trust Company ("Barrington™).

The consolidated Wintrust entity was formed on 8egtiter 1, 1996 through a merger transaction (thertRamization") whereby the holding
companies of Lake Forest, Hinsdale, Libertyville &irst Premium were merged with newly formed wiallvned subsidiaries of North
Shore Community Bancorp, Inc. (which changed ite@ao Wintrust Financial Corporation concurrentwtie merger). The merger
transaction was accounted for in accordance wébptioling-of-interest method of accounting for @ihass combination. Accordingly, the
consolidated financial statements included hergflect the combination of the historical finanaiasults of the five entities and the recorded
assets and liabilities have been carried forwattieécconsolidated Company at their historical cost.

In the preparation of the consolidated financiatesnents, management is required to make certtimates and assumptions that affect the
reported amounts contained in the consolidated i statements. Management believes that thenatts made are reasonable; however,
changes in estimates may be required if economathar conditions change significantly beyond mamagnt's expectations.

Principles of Consolidation

The consolidated financial statements of Wintruastehbeen prepared in conformity with generally pteg accounting principles and
prevailing practices of the banking industry. Alhtarial intercompany accounts and transactions haga eliminated in the consolidated
financial statements.

Securities

The Company classifies securities in one of thegegories: trading, held-to-maturity, or availafdesale. Trading securities are bought
principally for the purpose of selling them in thear term. Held-to-maturity securities are thosmisges in which the Company has the
ability and positive intent to hold the securitytiumaturity. All other securities are classifies available-for-sale as they may be sold prior to
maturity.

Held-to-maturity securities are stated at amortizest which represents actual cost adjusted forgmation of premium and accretion of
discount using methods that generally approximaeetfective interest method. Available-for-salelsdies are stated at fair value.
Unrealized gains and losses on available-for-sdarsties, net of related taxes, are excluded feammings and reported as a separate
component of shareholders' equity until realized.

Trading account securities are stated at fair ydlowrever, the Company did not maintain any tradiogount securities in 1996, 1995, or
1994,

A decline in the market value of any available-$ate or held-to-maturity security below cost tlsatiéemed other than temporary is charged
to earnings, resulting in the establishment ofw oest basis for the security. Dividend and inteilesome are recognized when earned.
Realized gains and losses for securities classifeavailable-for-sale and held-to-maturity arduded in noninterest income and are derived
using the specific identification method for deterimg the cost of securities sold.

Loans and Allowance for Possible Loan Losses La@mesecorded at the principal amount outstandimgrést income is recognized when
earned. The Company receives loan fees for lodgmated, as well as for loan referrals. Fees arsdscassociated with loans originated by
the Company are generally deferred and amortized e life of the loan as an adjustment of yigdahg the interest method. Loan fees for
referrals are recognized as income when received.

Finance charges on premium finance receivablesared over the term of the loan based on actadsfoutstanding, beginning with the
funding date, using a method which approximatesffextive yield actuarial method.

Interest income is not accrued on loans where managt has determined that the borrowers may bdait@meet contractual principal
and/or interest obligations, or where interestrargipal is 90 days or more past due, unless thrda@re adequately secured and in the pre
of collection. Cash receipts on nonaccrual loargyanerally applied to the principal balance uhgl remaining balance is considered
collectible, at which time interest income may beagnized when received.

The allowance for possible loan losses is mainthatea level adequate to provide for possible loases. In estimating possible losses, the
Company recognizes impaired loans. A loan is
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considered impaired when, based on current infdomaind events, it is probable that a creditor tdlunable to collect all amounts due.
Impaired loans are generally considered by the Gompo be commercial and commercial real estatesltizat are nonaccrual loans,
restructured loans and loans with principal anditarest at risk, even if the loan is current vathpayments of principal and interest.
Impairment is measured by determining the fair galfithe loan based on the present value of expeeteh flows, the market price of the
loan, or the fair value of the underlying collatetfithe fair value of the loan is less than tkearded book value, a valuation allowance is
established as a component of the allowance failplesloan losses.

Mortgage Servicing Rights

On January 1, 1996, the Company adopted Financiebénting Standards Board Statement No. 122, "Aatbog for Mortgage Servicing
Rights, an amendment to FASB Statement No. 65" (8RA. 122). SFAS No. 122 provides guidance fordoegnition of mortgage
servicing rights as a separate asset when servicortgage loans for others, regardless of how thigbés are acquired. Also, SFAS No. 122
requires the measurement of impairment of thosdcseg rights based upon the difference betweerc#tieying amount of the servicing rig
and their current fair value with a valuation allowee utilized to account for the difference. Theat of the adoption of SFAS No. 122 was
not material to the Company.

Serviced Premium Finance Receivables

Beginning in February, 1995, First Premium begdlinggits premium finance receivables to a whollyred subsidiary, First Premium
Financing Corporation ("FPFIN") which in turn sdfte receivables to an independent third party vekoed commercial paper to fund the
purchase ("Commercial Paper Issuer"). FPFIN isrkihgotcy remote subsidiary established to facditidie sale to the independent third pe
First Premium retains servicing rights in connettigth the sales of receivables. First Premium gees the contractual servicing and
management fee income over the term of the recleisas it is earned. In addition, any excess inceanged by the Commercial Paper Issuer
above that which is required to fund interest sroiitstanding commercial paper and provide for mbsarvicing to First Premium is payable
as additional servicing ("Excess Servicing"). Exc8grvicing income over the expected life of theeiheables sold is estimated by First
Premium at the time of each sale and recordedsatea gain receivable on the financial statemerfgrst Premium.

Premises and Equipment

Premises and equipment are stated at cost lessatated depreciation and amortization. For finalneporting purposes depreciation and
amortization are computed using the straigig-method over the estimated useful lives ofrtiated assets ranging from three to ten yeai
equipment and the useful life or life of the lefmepremises and leasehold improvements. Addittorremises are capitalized. Maintenance
and repairs are charged to expense as incurred.

Long-lived Assets and Long-lived Assets to be D&gabof On January 1, 1996, the Company adoptedrait of Financial Accounting
Standard No. 121, "Accounting for the Impairment.ohg-lived Assets and for Long-lived Assets tolisposed Of," which requires that
long-lived assets and certain identifiable intategtbe reviewed for impairment whenever eventshanges in circumstances indicate that the
carrying amount may not be recoverable. The impaitnis measured based on the present value of texpeture cash flows from the use of
the asset and its eventual disposition. If the etquefuture cash flows are less than the carryingumt of the asset, an impairment loss is
recognized based on current fair values. As the 2oy regularly reviews its long-lived assets fopaimment and adjusts the carrying
amounts as appropriate, the adoption of this seélid not have a material impact on the constidifinancial statements of the Company.

Intangible Assets
Goodwill, representing the cost in excess of thev@ue of net assets acquired is primarily amzedion a straight-line basis over a period of
15 years.

Deferred organizational costs consist primarilypaifessional fees and other start-up costs antdeing amortized over 5 years.

Trust Assets
Assets held in fiduciary or agency capacity fortongers are not included in the consolidated finalrgtiatements as such are not assets of
Wintrust or its subsidiaries. Fee income is recogtion an accrual basis for financial reportingopses.

Income Taxes
Beginning September 1, 1996, Wintrust became ééidibfile consolidated Federal and state incomeeaturns. The subsidiaries provide for
income taxes on a separate return basis and reMitritrust amounts determined to be currently p&ab

Prior to the Reorganization on September 1, 198&¢lForest, Hinsdale, Libertyville, North Shored &irst Premium and their respective
holding companies each filed separate consolidag¢eldral and state income tax returns.

-11-



Tax benefits attributable to losses are recognaretallocated to the extent that such losses catillzed in the consolidated return.

Wintrust and subsidiaries record income taxes utidersset and liability method. Deferred tax &saptl liabilities are recognized for the
future tax consequences attributable to differemetaeen the financial statement carrying amouhéxisting assets and liabilities and their
respective tax bases. Deferred tax assets antitieshare measured using enacted tax rates expexiEpply to taxable income in the years in
which those temporary differences are expectec teebovered or settled. The effect on deferredismets and liabilities of a change in tax
rates is recognized in income in the period theluites the enactment date.

Cash Equivalents
For purposes of the consolidated statement of asfs, Wintrust considers all cash on hand, casimgt in the process of collection, amounts
due from correspondent banks and federal fundstedié cash equivalents.

Earnings per Share

Earnings per share are calculated by dividing medrine, after consideration of preferred stock dimils, by the weighted average number of
shares of common stock and common stock equivaterissanding during the period. Common stock edeita are calculated using the
treasury stock method. Because no active markeh&iCompany's stock existed during the three yeraded December 31, 1996, estimates
of market value based on limited trading volumeewgsed to determine the dilutive effects of thestauding stock options, stock rights and
stock warrants.

Discontinued Operations
The Company has presented as discontinued opesatitnresults of operations and loss on salertdiodnsurance operating subsidiaries.
Information regarding the results of operationsrayepresented as they are not deemed materiablopgement.

Stock Option Plans

As of December 31, 1996, the Company adopted gwadiure requirements of Financial Accounting Séadsl Board Statement No. 123,
"Accounting for StockBased Compensation." The Company applies APB OpiNi@. 25 and related interpretations in accountimgts stocl
option plans. Accordingly, no compensation costleen recognized by the Company for its plans.Heardisclosures are presented in note
12.

(2) SECURITIES The following tables present cargyamounts and gross unrealized gains and losséisef@ecurities held-to-maturity and
available-for-sale at December 31, 1996 and 199th(usands). These tables are by contractual ityateliich may differ from actual
maturities because borrowers may have the rigbalaor repay obligations with or without call orgpayment penalties.

DECEMBE R 31, 1996
GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
COST GAINS LOSSES VALUE
Held-to-maturity:

U.S. Treasury - due

in one to five years  $ 5,001 - (88) 4,913

Available-for-sale:

U.S. Treasury - due in

one year or less 9,688 3 (2) 9,689
Federal agencies - due in

one year or less 19,642 4 (5) 19,641
Municipals - due in

one year or less 317 - - 317
Corporate notes - due in

one year or less 32,986 5 (2) 32,989
Corporate notes - due in

one to five years 5,216 19 (5) 5,230
Federal Reserve Bank stock 1,521 - - 1521
Total securities

available-for-sale 69,370 31 (14) 69,387
Total securities $74,371 31 (102) 74,300
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DECEMBE
GROSS
AMORTIZED UNREALIZED
COST GAINS
Held-to-maturity:
U.S. Treasury - due

R 31, 1995
GROSS
UNREALIZED  FAIR
LOSSES VALUE

in one to five years  $ 5,002 - (43) 4,959
Available-for-sale:
U.S. Treasury - due in
one year or less 5,520 9 5,529
Federal agencies - due in
one year or less 23,197 (17) 23,180
Federal agencies - due in
one to five years 2,503 (12) 2,491
Corporate notes - due in
one year or less 15,594 16 (3) 15,607
Corporate notes - due in
one to five years 10,125 39 (9) 10,155
Federal Reserve Bank stock 925 - - 925
Total securities
available-for-sale 57,864 64 (41) 57,887
Total securities $62,866 64 (84) 62,846

In 1996, 1995 and 1994, Wintrust had gross realgaeds on sales of available-for-sale securitie$1®,000, $200 and $21,000, respectively.
Wintrust had no realized losses on sales of séesliit 1996, 1995 and 1994. Proceeds from salasafable-for-sale securities during 1996,
1995 and 1994 were $498,000, $5,006,000 and $99d4respectively. At December 31, 1996 and 198&uyities having a carrying value
$52,658,000 and $29,240,000, respectively, werdgelé as collateral for securities sold under agegetito repurchase, public deposits, and
trust deposits. The Company had no securitiesisudigr agreement to repurchase at December 31,a8D6995.

The Financial Accounting Standards Board's (FASB&)ance of A Guide to Implementation of Statenidit on Accounting for Certain
Investments in Debt & Equity Securities, permittld transfer of securities from the Held-to-Matpdtassification to the Available-for-Sale
classification during the period from November 1995 to December 31, 1995, with no recognitionrof related unrealized gain or loss in
current earnings. On December 29, 1995, the anedrtipst and net unrealized gain of Wintrust's pbaof securities held-to-maturity
transferred to the securities available-for-sadessification were $59,356,000 and $334,000, resmhet

(3) LOANS A summary of the loan portfolio by categat December 31, 1996 and 1995 is as followsh@usands):

1996 1995
Commercial and commercial real estate $ 182,403 101,271
Home equity 87,303 54,592
Residential 51,673 37,074
Premium finance 59,240 15,703
Indirect auto 91,211 38,831
Instaliment 23,717 12,524
495,547 259,995

Less: Unearned finance charges 2,999 1,764
Total loans $ 492,548 258,231

Certain officers and directors of Wintrust andsitdsidiaries and certain corporations and indivgltglated to such persons borrowed funds
from the Banks. These loans totaling $9,992,000%h430,000 at December 31, 1996 and 1995, respictivere made at substantially the
same terms, including interest rates and collatasathose prevailing at the time for comparal@ladactions with other borrowers.

(4) ALLOWANCE FOR POSSIBLE LOAN LOSSES A summarytbé allowance for possible loan losses for yeading December 31,
1996, 1995 and 1994 is as follows (in thousands):

Allowance at beginning of period$ 2,763 1, 702 1,357



Provision 1,935 1, 430 607

Charge-offs-continuing operations (520) ( 290) (60)
Charge-offs-discontinued operations  (583) ( 109) (205)
Recoveries 41 30 3

Allowance at end of period $3,636 2, 763 1,702

The provision for possible loan losses is chargeaperations, and recognized loan losses (recejaaie charged (credited) to the allowance.
At December 31, 1996, 1995 and 1994, non-accraaiddad a carrying value of $1,686,000, $1,7780@0%$4,000, respectively.

At December 31, 1996 and 1995, loans that wereideresd to be impaired totaled $1,444,000 and $10086 respectively, for which no
specific allowance for loan losses was requiredfasd for the years then ended. The average balanc
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of impaired loans during 1996 and 1995 was appratehy $1,322,000 and $930,000, respectively. Athefimpaired loans are included in
the nonaccrual loan amount listed above. Managemetiated the value of the loans primarily by ggime fair value of the collateral.
Interest income foregone on these loans during B9@61995 was not material.

(5) SERVICED RECEIVABLES AND SECURITIZATION FACILIY Receivables sold and serviced by First Premiumev§s2,070,000
and $101,871,000 at December 31, 1996 and 199%atdeely. The receivables are sold pursuant tecargtization facility established
February 2, 1995. Unamortized deferred costs astsativith this facility amounted to approximateB0$000 and $461,000 at December 31,
1996 and 1995, respectively.

The securitization facility is an independent véhiato which $200 million of receivables may bédsand funded by the Commercial Paper
Issuer, subject to certain terms and conditionsoimection with this facility, First Premium forcha wholly owned, bankruptcy remote
subsidiary, FPFIN, to purchase the receivables ffinst Premium and simultaneously sell the recdasto the Commercial Paper Issuer. All
the receivable sales are without recourse. Theoddtamns to the Commercial Paper Issuer were ateduor as sales and, accordingly, the
loans are not included in the consolidated findrmaition of the Company. FPFIN recognizes a gaithe time of each sale based on its
estimate of excess servicing, as defined in Note the earned over the life of the receivables.slidof FPFIN's accounts are maintained by
First Premium and consolidated in the financiatesteents.

Also, pursuant to the Sales and Servicing Agreentérdt Premium is required to maintain facilitylateral at an amount equal to 105.5% of
commercial paper outstanding. The amount of thesanllateralization is recorded as loans on the @amg's consolidated financial
statements and was $4,854,000 and $6,630,000 aniber 31, 1996 and December 31, 1995, respectively.

Subsequent to the Reoganization on September 6, 189 premium finance loan originations have galhebeen sold to the Banks and
consequently remain as an asset of the Companyrdiogly, the assets serviced by First Premiunténgecuritization facility are being
reduced as the existing loans are repaid.

(6) PREMISES AND EQUIPMENT, NET A summary of preessand equipment at December 31, 1996 and 19%5fadl@ws (in thousands

1996 1995
Land $ 4,426 4,159
Buildings and improvements 22,024 16,422
Furniture and equipment 7,263 5,308
33,713 25,889
Less accumulated depreciation
and amortization 3,436 1,890
Premises and equipment, net $ 30,277 23,999

(7) TIME DEPOSITS Certificates of deposit in amauaf $100,000 or more approximated $159,668,000683¢618,000, respectively, at
December 31, 1996 and 1995. Interest expenseddlathese deposits approximated $4,270,000, $2)@6%nd $955,000 for the periods
ended December 31, 1996, 1995 and 1994, respeactivel

(8) COMMERCIAL PAPER Prior to the formation of itsirrent securitization facility on February 2, 198%st Premium sold its premium
finance receivables to First Premium Funding Caapon ("FPFC"), a special purpose corporation nafhrcapitalized by a third party,
which issued commercial paper to fund its purchables commercial paper notes had maturities of Z7bdays, and were secured by the
premium finance receivables. Due to the nominatitharty capitalization of FPFC, the Company's otidated financial statements include
the results of operations and financial positiofrBFC, including the related commercial paper.

The table below sets forth information concerningstanding commercial paper and its related cdss& amounts are computed using the
average daily balances during the period from Janial995 through February 2, 1995.

JANUARY 1, 1995

THROUGH
FEBRUARY 2, 1995
Average amount outstanding $81,01 5,757
Maximum month-end amount
outstanding during the period $85,00 0,000
Average yield at:
End of period 6.10%

During the period 5.96%
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A party provided credit enhancement ("Credit Enleat)ydor commercial paper issued by FPFC. The Gtedhancer also provided tempor
liquidity to FPFC. As an incentive for the Creditl&ancer to participate in the facility, First Premiissued warrants to purchase its common
stock and a subordinated promissory note with a Yatue of $557,000 to the Credit Enhancer. Inwoctjon with the Reorganization, the
Credit Enhancer exchanged its warrants to acquisé Fremium stock for Wintrust common stock. TRereise price for the warrants were
contributed to Wintrust by the warrant holder alnel proceeds thereof were used to retire the sutmtetli promissory note held by the Credit
Enhancer.

(9) NOTES AND LOANS PAYABLE A summary of notes alwhns payable at December 31, 1996 and 1995 fadlaws (in thousands):

1996 1995
Revolving credit lines - secured
Company $ 22,057 -
Banking subsidiaries - 5,552
Premium finance subsidiary - 200
Revolving credit line - unsecured - 1,700
Subordinated notes payable - 1,992
Note payable, other - 1,314
$ 22,057 10,758

Effective September 1, 1996, the Company enteredaii$25 million revolving credit line, which beangerest at a floating rate equal to, at
the Company's option, either the lender's prime oathe London Inter-Bank Offered Rate plus 1.50%s revolving credit line has a
maturity date of September 1, 1997, and is sedoydtie stock of the subsidiary bank holding comesugind the subsidiary banks, other than
Barrington (see note 21). On March 18, 1997, then@my reduced the outstanding debt to approxim&2 million by utilizing the
proceeds from the common stock offering (see n2je 2

Subsequent to the Reorganization, each of thewWolilp referenced notes and loans payable were detire

Revolving credit lines - secured, premium finangbsidiary, represented amounts outstanding underaving loan agreement used to fund
overcollateralization requirements for the seczation facility. The credit line provided a liendhfirst security interest in the retained
premium finance receivables as well as restrictmmsnaintenance of various operating ratios angiltde net worth. The credit line provided
financing up to a maximum of $13 million with inést charged at prime or prime plus 1.5% dependiog the extent of funds borrowed.

Revolving credit lines - secured, banking subsidgmrepresented various financing arrangementsetet operating needs. These
arrangements were 100% secured by the common stdbk banks and interest was changed at primenigtecommitment fees of 1/4 of 1
per annum on amounts undrawn.

Revolving credit line - unsecured represented ansooumtstanding under a $2.0 million loan arrangeniBmis loan was guaranteed by a
shareholder of the Company.

Subordinated notes represented $1.5 million dueedleareholder and $492,000 representing advararadtifie Credit Enhancer of the
securitization facility. The $1.5 million note haderest charged at prime plus 0.5% to 1.5%. ThHe n@as repaid at the option of the holder
through exercise of stock warrants issued in cameevith the subordinated note.

Notes payabl- other consisted principally of amounts borroweduind the purchase of banking subsidiary reakestad to cover initial
start-up expenses. This note had interest charg@¥ ger annum.

(10) LEASE EXPENSE AND OBLIGATIONS Gross rental exyse for all operating leases was $659,000, $58400 $497,000, in 1996,
1995 and 1994, respectively. Lease commitmentprarerily for office space. Minimum gross rentahomitments and minimum gross rer
income as of December 31, 1996 for all noncanceledzlses are as follows (in thousands):

MINIMUM MINIMUM
GROSS GROSS
RENTAL RENTAL
EXPENSE INCOME
1997 $ 649 59
1998 681 158
1999 705 158
2000 589 158
2001 464 158
2002 and thereafter 981 320

Total minimum future rentals $ 4,069 1,011




(11) INCOME TAXES Wintrust had no Federal or sti@igome tax expense in each of the years in thetpear period ended December 31,
1996. In 1996 and 1995, the Company recorded beagfit of $1.3 million and $512,000, respectively,management determined that the
realization of certain deferred tax assets notiptesly recorded would more likely than not be rauagd.

The components of the 1996 income tax benefit \aererrent income tax expense of approximately $I0fband a deferred income tax
benefit of approximately $1,455,000. In 1995, teedfit recorded was all a deferred income tax benef

Income taxes for 1996, 1995 and 1994 differ fromekpected tax expense for those years (compute@giying the
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applicable statutory U.S. Federal income tax ra#4é6 to income before income taxes) as followglmusands):

YEAR ENDED DECEMBER 31,

Computed "expected" income
tax expense (benefit) $ (776) 341  (679)
Increase (decrease) in tax resulting from:
Change in the beginning-of-the-year
balance of the valuation allowance

for deferred tax assets (853) (698) 684
Merger costs 305 - -
Other, net 14 (155) (5)

Income tax benefit $(1,310) (512)

The tax effects of temporary differences that gise to significant portions of the deferred tageis and liabilities at December 31, 1996 and
1995 are presented below (in thousands):

1996 1995

Deferred tax assets:

Allowance for possible loan losses$ 791 503

Startup costs 291 425

Federal net operating loss carryforward 9,535 8,685

State net operating loss carryforward 1,667 1,496

Deferred compensation 263 -

Other, net 146 396
Total gross deferred tax assets 12,693 11,505
Valuation allowance 8,137 8,990
Total net deferred tax assets 4,556 2,515

Deferred tax liabilities:
Premises and equipment, due to

differences in depreciation 186 313
Accrual to cash adjustment 1,232 1,218
Unrealized gain on available-for-sale

securities 8 114
Other, net 1,434 521

Total gross deferred tax liabilities 2,860 2,166
Net deferred tax assets $ 1,696 349

During 1994, realization of deferred tax assets wasertain due to the lack of an adequate earriisgsry for Wintrust and its subsidiaries.
As a result, in 1994, a valuation allowance waatdisthed for the portion of the gross deferredassets not offset by deferred tax liabilities.
During 1995 and 1996, management determined thaluation allowance should only be establishedafportion of the deferred tax asset.
This determination was made based upon the prdfijahttained by certain of the operating subsidia during 1995 and future earnings
estimates. As such, management established a izal@diowance as indicated in the table above.

At December 31, 1996, Wintrust and its subsidian@ad Federal net operating losses of approxim&a$/044,000 and state net operating
losses of approximately $23,231,000. Such amouetawilable for carryforward to offset future thl@income and expire in 2000-2010.
Utilization of the net operating losses are subfedertain statutory limitations. Additionally,gtederal net operating losses of the
predecessor companies prior to the Reorganizat®oray available to be utilized by the respectieepanies that generated the losses.

(12) COMPENSATION PLANS

Wintrust, Lake Forest Bancorp, Inc., Hinsdale Bapcinc., Libertyville Bancorp, Inc., Crabtree CiapbiCorporation and First Premium
Services, Inc. have adopted various stock optiang(Plans) which provide options to purchase shafrgVintrust's common stock at the fair
market value of the stock on the date the optigrasted. The Plans permit the grant of incentieelsoptions, nonqualified stock options,
and restricted stock. Collectively, the Plans caudrstantially all employees of Wintrust. The intdemand nonqualified options expire at
such time as the Stock Option Committee shall dater at the time of grant, however, in no casel shal be exercisable later than ten years
after the grant. Under the subsidiary bank holagiogpanies' Plans, the options generally vest ateaaf 10% in the first year subsequent to
the grant, 10% in the second year subsequent tgréms, and continue to vest in 20% incrementseiary in which the respective subsidiary
bank holding companies attain certain profitabiléyels. All of the Crabtree and First Premium ops were or became fully vested during
1996.



A summary of the aggregate activity of the Planslf#06, 1995 and 1994 is as follows:

COMMON RANG E OF WEIGHTED AVERAGE
SHARES STRIKE PR ICES STRIKE PRICE
Outstanding at
December 31, 1993 523,129 $ 5.80-%2 1.13 $ 7.80
Granted 253,059 $ 7.75-%9 .69 $ 9.06
Exercised 1,935 $ 7.24 $ 7.24
Forfeited or canceled 22,249 $ 7.24 $ 7.24
Outstanding at
December 31, 1994 752,004 $ 5.80-$2 1.13 $ 8.23
Granted 168,029 $ 9.30-$1 4.53 $11.56
Exercised 11,250 $ 7.75 $ 7.75
Forfeited or canceled 2,418 $ 7.75-$9 .30 $ 8.37
Outstanding at
December 31, 1995 906,365 $ 5.80-%$2 1.13 $ 8.85
Granted 309,573 $11.37-$15 .25 $13.75
Exercised 13,690 $ 6.31-%9 .69 $ 8.27
Forfeited or canceled 52,924 $ 6.31-$2 1.13 $10.81
Outstanding at
December 31, 1996 1,149,324 $ 5.80-$2 1.13 $10.10
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At December 31, 1996, the weighted-average remgicdmtractual life of outstanding options was 7e@ng. Additionally, at December 31,
1996 and 1995, the number of options exercisabe688,627 and 489,928, respectively, and the weighverage per share exercise price of
those options was $8.62 and $8.08, respectively.

The Company applies APB Opinion No. 25, "AccountiogStock Issued to Employees,"” and related Iméggtions in accounting for its stc
option plans. Accordingly, no compensation costleen recognized for its stock option plans. Hadmensation cost for the Company's
stock option plans been determined based on thedhie at the date of grant for awards under theksoption plans consistent with the
method of Statement of Financial Accounting Staddém. 123, "Accounting for Stock-Based Compensdét{&tatement No. 123), the
Company's net income and earnings per share wawiel Ibeen reduced to the pro forma amounts indidahkxv (dollars in thousands):

YEAR ENDED DECEMBER 31,

1996 1995

Net income As reported  $(973 ) 1,497
Pro forma (1,455 ) 1,456

Primary earnings per share As reported $(0.16 ) 0.24
Pro forma (0.24 ) 0.24

The fair value of each option grant was estimat@dguithe Black-Scholes option-pricing model witk following weighted average
assumptions used for grants during the years eddedmber 31, 1996 and 1995, respectively: dividgeld of 0% for each period; expected
volatility of 20% for each period; risk free ratereturn of 6.4% and 6.6%; and, expected life of/é@rs for each period.

Under the provisions of Statement No. 123, pro Bormat income reflects only options granted in 1886 1995. Therefore, the full impact of
calculating compensation cost for stock optionseur&tatement No. 123 is not reflected in the promfonet income amounts presented above
because compensation cost is reflected over thensptesting period and compensation cost foroogtigranted prior to January 1, 1995 is
not considered.

Wintrust and its subsidiaries also provide 401(kjiRment Savings Plans

(401(k) Plans). The 401(k) Plans cover all emplsy@eeting certain eligibility requirements. Contitibns by employees are made through
salary reductions at their direction, limited to330 annually. Employer contributions to the

401(k) Plans are made at the employer's discreBenerally, participants completing 501 hours ofise are eligible to share in an allocat
of employer contributions. The Company's expenséi® employer contributions to the 401(k) Plans %&7,457, $32,718, and $22,986 in
1996, 1995 and 1994, respectively.

The Company does not currently offer other postratent benefits such as health care or other pepsms.

(13) REGULATORY MATTERS Banking laws place restiaects upon the amount of dividends which can be paM/intrust by the Banks.
Based on these laws, the Banks could, subjectgmim capital requirements, declare dividends tatWist without obtaining regulatory
approval in an amount not exceeding (a) undividedits, and (b) the amount of net income reducediliidends paid for the current and
prior two years. No cash dividends were paid to tWist by the Banks during the years ended DeceBibet996, 1995 and 1994,

The Banks are also required by the Federal Regertv®p maintain reserves against deposits. Resemaebkeld either in the form of vault ce
or balances maintained with the Federal Reservé Bad are based on the average daily deposit ledaarad statutory reserve ratios
prescribed by the type of deposit account. At Ddmamn31, 1996 and 1995, reserve balances of appabeiyn$2,512,000 and $1,663,000,
respectively, were required.

The Company and the Banks are subject to variaudatory capital requirements administered by #defal banking agencies. Failure to
meet minimum capital requirements can initiateaiarinandatory - and possibly additional discretigriaactions by regulators that, if
undertaken, could have a direct material effedth@nCompany's financial statements. Under capitefjaacy guidelines and the regulatory
framework for prompt corrective action, the Companyg the Banks must meet specific capital guidslthat involve quantitative measures
of the Company's assets, liabilities, and certéfibbalancesheet items as calculated under regulatory acamgyptiactices. The Company's :
the Banks' capital amounts and classification @ subject to qualitative judgments by the regurkaibout components, risk weightings,
other factors.

Quantitative measures established by regulati@nsure capital adequacy requires the Company @Bahks to maintain minimum amou
and ratios (set forth in the table below) of t@at Tier 1 capital (as defined in the regulatidngjsk-weighted assets (as defined).
Management believes, as of December 31, 1996thhaompany and the Banks meet all capital adequepyrements to which they are
subject.

As of December 31, 1996 the most recent notificatiom the Banks' primary federal regulator catezgat the Banks as either well
capitalized or adequately capitalized under the
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ulatory framework for prompt corrective action. Be categorized as adequately capitalized, the Bawist maintain minimum total risk-
based, Tier 1 risk-based, Tier 1 leverage raticsea$orth in the table. The Company's and the Baattual capital amounts and ratios as of
December 31, 1996 are also presented in the tdolials in thousands).

TOTAL CAPITAL (TO RISK WEIGHTED ASSETS):

TO BE ADEQUA TELY
CAPITALIZED BY
ACTUAL REGULATORY DEF INITION
AMOUNT RATIO AMOUNT RATIO
Consolidated $44,361 8.0% $44,338 8.0%
Lake Forest 17,303 8.7 15,995 8.0
Hinsdale 13,343 9.6 11,062 8.0
North Shore 14,983 11.7 10,288 8.0
Libertyvile 8,606 13.6 5,047 8.0
TIER 1 CAPITAL (TO RISK WEIGHTED ASSETS):
TO BE ADEQUA TELY
CAPITALIZED BY
ACTUAL REGULATORY DEF INITION
AMOUNT RATIO  AMOUNT RATIO
Consolidated $40,725 7.3%  $22,169 4.0%
Lake Forest 16,022 8.0 7,997 4.0
Hinsdale 12,463 9.0 5,531 4.0
North Shore 14,184 11.0 5,144 4.0
Libertyvile 8,256 13.1 2,523 4.0

TIER 1 CAPITAL (TO AVERAGE QUARTERLY ASSETS):

TO BE ADEQUA TELY
CAPITALIZED BY
ACTUAL REGULATORY DEF INITION
AMOUNT RATIO  AMOUNT RATIO

Consolidated $40,725 6.4% $25,421 4.0%
Lake Forest 16,022 6.2 10,281 4.0
Hinsdale 12,463 8.2 6,063 4.0
North Shore 14,184 9.1 6,249 4.0
Libertyvile 8,256 11.7 2,827 4.0

The ratios required for the Banks to be "well calpied" by regulatory definition are 10.0%, 6.0%¢dd&.0% for the Total Capital-to-Risk
Weighted Assets, Tier 1 Capital-to-Risk Weightedéts and Tier 1 Capital-to-Quarterly Assets ratiespectively.

Barrington Bank, which is "well capitalized" in &lapital categories is not presented above. Thak'Baatios are not meaningful because it
opened during the last few weeks of 1996.

Subsequent to December 31, 1996, the Company raggitional capital through a public offering of tommon stock (see note 22).

(14) COMMITMENTS AND CONTINGENCIES In connection thia purchase agreement for a subsidiary of Crajpér@rovision was made
for additional contingent consideration pendingdliécome of certain tax litigation and other cogéncies of that subsidiary. If such
contingencies were favorably resolved, Crabtreeldvbave been required to contribute up to $3,45Dt0Che subsidiary. This additional
capital contribution was fully reserved for in tBempany's financial statements in 1987. In ear§51%he last remaining contingency under
the purchase agreement was satisfied and in Ma89%, the subsidiary made a formal request of @Gealfbr the maximum amount of the
contribution. Crabtree disputed the amounts owellimiSeptember, 1995, Crabtree reached a settlemi#nthe subsidiary. Under the terms
of the settlement agreement, Crabtree effectivelygbt out the minority shareholders of the subsydiyy having the subsidiary repurchase
of its stock held by the minority shareholders. ghase price was negotiated which included a dderagital contribution by Crabtree of
$1.7 million. As a result of this settlement, argaf $735,000 was recorded in 19'



In the ordinary course of business, there are varather legal proceedings pending against the @apnpManagement considers that the
aggregate liabilities, if any, resulting from suadtions would not have a material adverse effe¢herfinancial position of the Company.
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(15) FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial Accounting Standards Board Statementl@, "Disclosures about Fair Value of Financiatimsents”, defines the fair value of a
financial instrument as the amount at which thérimsent could be exchanged in a current transatiween willing parties. The following
table presents the carrying amounts and estimateddlues of Wintrust's financial instruments a&c@mber 31, 1996 and 1995 (in
thousands).

AT DECEMBER 31, 1996 A T DECEMBER 31, 1995
CARRYING FAIR CA RRYING FAIR
VALUE VALUE VALUE VALUE

Financial assets:
Cash and demand balances from banks $ 36,581 36,581 12 ,622 12,622

Federal funds sold 38,835 38,835 55 ,812 55,812
Interest-bearing deposits at banks 18,732 18,732 50 ,600 50,600
Held-to-maturity securities 5,001 4,913 5 ,002 4,959
Available-for-sale securities 69,387 69,387 57 ,887 57,887
Loans 492,548 492,741 258 231 258,424
Allowance for possible loan losses (3,636) - 2 ,763) -
Accrued interest receivable 4,034 4,034 2 742 2,742
Financial liabilities:

Non-maturity deposits 293,630 293,630 200 ,986 200,986
Deposits with stated maturities 324,399 325,380 204 672 206,170
Notes payable 22,057 22,057 10 , 758 10,758
Short-term borrowings 7,058 7,058 867 867
Accrued interest payable 930 930 649 649

Cash and demand balances from banks and Fededsl $otd: The carrying value of cash and demanchbatafrom banks approximates fair
value due to the short maturity of those instrursent

Interest-bearing deposits at banks and securiisvalues of these instruments are based on dueéeket prices, when available. If quoted
market prices are not available, fair values asetan quoted market prices of comparable assets.

Loans: Fair values are estimated for portfoliofoahs with similar financial characteristics. Loamne analyzed by type such as commercial,
residential real estate, etc. Each category ifdugegmented into fixed and variable interesttetas.

For variable-rate loans that reprice frequentlyingeted fair values are based on carrying valubs.fair value of residential real estate loans
is based on secondary market sources for securdigeed by similar loans, adjusted for differenicel®an characteristics. The fair value for
other loans is estimated by discounting schedusti lows through the estimated maturity usingnestiéd market discount rates that reflect
the credit and interest rate inherent in the loan.

Accrued interest receivable and accrued interggla: The carrying value of accrued interest ned@die and accrued interest payable
approximates market value due to the relativelyrtgberiod of time to expected realization.

Deposit liabilities: The fair value of deposits wito stated maturity, such as non-interest beakappsits, savings, NOW accounts and money
market accounts, is equal to the amount payabtieamand as of year-end (i.e. the carrying valueg. fair value of certificates of deposit is
based on the discounted value of contractual daslsf The discount rate is estimated using thesremerently in effect for deposits of similar
remaining maturities.

Notes payable and sh-term borrowings: The carrying value of notes pédgamd short-term borrowings approximate fair vadue to the
relatively short period of time to maturity or regpng.

Commitments to extend credit and standby lettexg@dit: The fair value of commitments to exteneldit is based on fees currently charged
to enter into similar arrangements, the remain@mgtof the agreement, the present creditworthinEise counterparty, and the difference
between current interest rates and committed isteag¢es on the commitments. Because most of Witdraommitment agreements were
recently entered into and/or contain variable igérates, the carrying value of Wintrust's comnaitts to extend credit approximates fair
value. The fair value of letters of credit is basedees currently charged for similar arrangements
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(16) RELATED-PARTY TRANSACTIONS During 1994, 1998da portion of 1996, Crabtree's bank debt wasagieed by a significant
shareholder and principal officer of the Compamalifree agreed to pay a fee to this individuatfierguarantee at a rate of 1.5% of the
balance of the debt guaranteed. These transactisnked in expense of $22,087, $32,973 and $29r84096, 1995 and 1994, respectively,
and are included in other expense on the Compaayg'solidated statements of operations.

(17) RIGHTS AND WARRANTS TO ACQUIRE COMMON STOCK EhCompany maintains a stock rights plan that estithe holder to
purchase one share of the Company's common stguketase prices ranging from $7.75 to $11.62 pares The plan was adopted on
December 1, 1993 and expires on December 1, 20@8plan provides for the issuance of a total of 288 such rights. All of the stock rigl
under the plan have been awarded. As of Decemhdrd®®, none of the stock rights have been exatcise

The Company has also issued warrants to acquirenoonstock. The warrants entitle the holder to pasehone share of the Company's
common stock at purchase prices ranging, at DeceBihel 996, from $14.85 to $15.00 per share. Thene 155,430 outstanding warrant:
acquire common stock at December 31, 1996 withratiphs dates ranging from December, 2002 througbelhber, 2005.

(18) BUSINESS COMBINATION On September 1, 1996, Wist Financial Corporation (formerly known as No&hore Community
Bancorp, Inc.) issued approximately 5.3 millionrglsaof common stock and approximately 122,000 wsrep acquire common stock in
exchange for all outstanding common stock and wsrédf applicable, of Lake Forest Bancorp, Indnddale Bancorp, Inc., Libertyville
Bancorp, Inc. and Crabtree Capital Corporation thagen exchange ratios approved by shareholdexaatf of the companies. The
combination was accounted for under the poolingifrests method.

The results of operations previously reported leydbparate enterprises and the combined amousenpee in the accompanying
consolidated financial statements are summarizkhbg@n thousands).

EIGHT MONTHS YEARS
ENDED ENDED
AUGUST 31, DECEMBER 31,
1996 1995 1994
Net interest income:
Lake Forest Bancorp, Inc. $ 3,648 4,431 2,877
Hinsdale Bancorp, Inc. 2,380 2,067 573
North Shore Community Bancorp, Inc. 2,140 1,746 184
Libertyville Bancorp, Inc. 875 157 -
Crabtree Capital Corporation 366 1,299 4,239
Consolidated $9,409 9,700 7,873

Other noninterest income:

Lake Forest Bancorp, Inc. $ 726 1,115 649
Hinsdale Bancorp, Inc. 507 572 237
North Shore Community Bancorp, Inc. 429 264 36
Libertyville Bancorp, Inc. 132 21 -
Crabtree Capital Corporation 3,352 6,572 564
Consolidated $5,146 8,544 1,486

Net income (loss):

Lake Forest Bancorp, Inc. $ 545 1,015 508
Hinsdale Bancorp, Inc. 29 420 (893)
North Shore Community Bancorp, Inc.  (901) (862) (896)
Libertyville Bancorp, Inc. (862) (958) -
Crabtree Capital Corporation (727) 1,882 (955)
Consolidated $(1,916) 1,497  (2,236)

(19) ACQUISITION On October 24, 1996, the Boarddafectors approved the acquisition of Wolfhoya Istveents, Inc. (“Wolfhoya"), a
company organized prior to the reorganization ef@ompany (see note 18) by certain directors ardutive officers of the Company for
purposes of organizing a de novo bank in Barringtitinois. Also, on October 24, 1996, an Agreemandl Plan of Merger by and between
Wintrust Financial Corporation and Wolfhoya Inveetits, Inc. was executed. The Company issued aegafgr of 87,556 shares of Comn
Stock to complete the acquisition which was acoediibr under the purchase method and, accordittggyresults of operations are included
in the Consolidated Statements of Operations floendate of acquisition. In addition, there werestartding common stock warrants and
stock options of Wolfhoya that, as a result oftifa@saction, converted by their terms into Warramsurchase 16,838 shares and Options to
purchase 68,534 shares of Common Stock of the Cuynpdl at the adjusted exercise price of $14.85spare. As part of the transaction, the
Company assumed approximately $502,000 of Wolflsogatstanding debt which amount was refinanced uthgéeCompany's revolving line
of credit. Barrington Bank and Trust Company, teendvo bank which Wolfhoya began organizing, opdpbetbusiness on December 19,
1996.
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(20) WINTRUST FINANCIAL CORPORATION
(Parent Company Only)

The Company's condensed balance sheets as of Dec8intil996 and 1995, and the related condensexirstats of operations and cash
flows for the three years ended December 31, 189@sfollows (in thousands, except per share data)

WINTRUST FINANCIAL CORPORATION (Parent Company Only )
BALANCE SHEET DATA

YEARS ENDED DECEMBER 31,

19 96 1995
ASSETS
Cash $ 63 1,113
Investment in subsidiaries 62,2 62 39,162
Due from subsidiary 7 85 -
Other assets 1,8 34 212
Total assets $ 64,9 44 40,487

LIABILITIES AND SHAREHOLDERS' EQUITY

Other liabilities $ 2 67

Notes payable 22,0 57 -
Shareholders' equity 42,6 20 40,487
Total liabilities and shareholders' equity $ 64,9 44 40,487

WINTRUST FINANCIAL CORPORATION (Parent Company Only )
STATEMENTS OF OPERATION DATA

YEARS ENDED DECEMBER 31,

1996 1 995 1994

INCOME
Interest income $ 3 - 26
Other income - - 19
Total income 3 - 45
EXPENSES
Interest expense 383 - 12
Salaries and employee benefits 107 - 243
Merger 173 - -
Other 213 56 95
Goodwill and organizational cost

amortization 26 14 9
Total expenses 902 70 359

Loss before income taxes and equity

in undistributed net income (loss)

of subsidiaries (899) (70) (314)
Income tax benefit (257) - -

Loss before equity in undistributed

net income (loss) of subsidiaries (642) (70) (314)
Equity in undistributed net income

(loss) of subsidiaries (331) 1, 567 (1,922)
Net income (loss) $ (973) 1, 497 (2,236)

Net income (loss) per
common share $(0.16) O .24 (0.56)

WINTRUST FINANCIAL CORPORATION (Parent Company Only )
STATEMENTS OF CASH FLOWS



YEARS ENDED DECEMBER 31,
YEARS ENDED DECEMBER 31,

Operating activities:
Net income (loss) $(973) 1, 497 (2,236)
Adjustments to reconcile net income

(loss) to net cash provided by

operating activities:

Amortization of goodwill and

organizational costs 26 14 9
Deferred income tax benefit (257) - -
Decrease in other assets 64 92 120
Increase in other liabilities 267 - -
Equity in undistributed net income

(loss) of subsidiaries (331 1, 567 (1,922)

Net cash provided by (used for)
operating activities (1,204) 3, 170 (4,029)

Investing activities:
Capital infusions to
subsidiaries (22,610) (16, 557) (5,471)
Purchase of Wolfhoya Investments,
Inc., net of cash acquired (318) - -
Net cash used for investing
activities (22,928) (16,5 57) (5,471)

Financing activities:

Common stock issuance, net 1,858 13,5 18 9,981
Preferred stock issuance - - 500
Dividends on preferred stock - ( 45)  (37)
Issuance of common stock warrants - - 25
Repurchase of common stock (48) - -
Increase in notes payable 22,057 - -
Advances to subsidiaries (785) - -
Other - - 58
Net cash provided by financing
activities 23,082 134 73 10,527
Net (decrease) increase in cash  (1,050) 86 1,027
Cash at beginning of year 1,113 1,0 27 -
Cash at end of year $ 63 11 13 1,027
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(21) NET INCOME (LOSS) PER AVERAGE COMMON SHARE THalowing table sets forth the number of shared #re net income us
to determine net income per common share for 19985, and 1994 (in thousands, except per sharg data

1996 1995 1994
Net income (loss) available for
common shareholders (A)$ (973) 1 452 (2,273)
Average common shares outstanding 6134 5 ,315 4,035
Average common share equivalents - 838

Weighted average common shares
and common share equivalents (B) 6,134 6 ,153 4,035

Net income (loss) per avera
common share (A/B) $ (0.16) 0.24 (0.56)

Common share equivalents result from stock optistogk rights and stock warrants being treated they had been exercised and are
computed by application of the treasury stock meittNo common share equivalents were assumed tatbtanding for the years ended
December 31, 1996, and December 31, 1994, becaosarding standards require that the computatiazaafings per share shall not give
effect to common stock equivalents for any perio@/hich their inclusion would have the effect otdEasing the loss per share amount
otherwise computed.

(22) SUBSEQUENT EVENT - COMMON STOCK OFFERING Effae March 18, 1997, the Company completed itsroféeof common
stock whereby an aggregate of 1,377,512 shardeafdmmon stock were sold at a price of $15.5Gpare. Of the total shares sold, 977,512
shares were sold through a direct subscriptioncangdmunity offering by the Company. The remainin®,000 shares were underwritten by
EVEREN Securities, Inc. In addition, the Compang geanted EVEREN Securities, Inc. a 30-day optiopurchase up to an additional
60,000 shares upon the same terms.

INDEPENDENT AUDITORS' REPORT

The Board of Directors
Wintrust Financial Corporation:

We have audited the accompanying consolidatednséaits of condition of Wintrust Financial Corporatiand subsidiaries (the "Company")
as of December 31, 1996 and 1995, and the relatesbtidated statements of operations, changesarekblders' equity, and cash flows for
each of the years in the three year period endeérmber 31, 1996. These consolidated financialrstatés are the responsibility of the
Company's management. Our responsibility is to@sgan opinion on these consolidated financiadistants based on our audits. Separate
financial statements of Crabtree Capital Corporatind subsidiaries included the 1995 consolidatseément of condition and the related
consolidated statements of operations, changdsaireBolders' equity, and cash flows for each ofyta's in the two year period ended
December 31, 1995, were audited by other audittwsse report dated May 20, 1996, expressed an ufigdalpinion on those statements.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, based on our audits and the repioother auditors, the consolidated financial steets referred to above present fairly, in all
material respects, the financial position of Wistrkinancial Corporation and subsidiaries as ofebdwer 31, 1996 and 1995, and the results
of their operations and their cash flows for eatthe years in the three year period ended DeceBihel996, in conformity with generally
accepted accounting principles.

KPMG PEAT MARWICK LLP

Chicago, lllinois
March 18, 1997
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MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiorctvith "Selected Financial Highlights" and ther@any's Consolidated Financial
Statements and Notes thereto. In addition to hiéstbinformation, the following "Management's Dission and Analysis of Financial
Condition and Results of Operations" contains fodalaoking statements that involve risks and uraiaties. The Company's actual results
could differ significantly from those anticipatadthese forward-looking statements.

GENERAL

The profitability of the Company's operations deggeprimarily on its net interest income, provisfonpossible loan losses, non-interest
income, and non-interest expense. Net interestilrds the difference between the income the Compagsives on its loan and investment
portfolios and its cost of funds, which consistsmérest paid on deposits and borrowings. Theipiaw for possible loan losses reflects the
cost of credit risk in the Company's loan portfolion-interest income consists of gains on saldgaofs, loan servicing fees, fees on loans
sold, trust fees, and miscellaneous fees and inchime-interest expense includes salaries and eraplbgnefits as well as occupancy, data
processing, marketing, and other expenses. Noresgttexpense also includes amortization of defdineghcing fees and, in 1996, certain
non-recurring merger-related expenses.

Net interest income is dependent on the amountyiatdls of intere-earning assets as compared to the amounts amsdorataterest-bearing
liabilities. Net interest income is sensitive t@olges in market rates of interest and the Compasg&t/liability management procedures in
coping with such changes. The provision for loasés is dependent on increases in the loan portfoiknagement's assessment of the
collectibility of the loan portfolio, as well as@womic and market factors. Gain on sale of loamkl@aan servicing fees relate principally to
Company's historical practice of selling insurapoemium finance loans originated into the secondaayket through a securitization facility.
The Company's current strategy is to retain moeenm finance loans in the Banks' loan portfoliss.a result, the Company expects in the
future to report relatively higher net interestante as a result of retaining these relatively highelding assets in the Company's portfolio
and relatively lower gains on sale of insuranceruen finance loans and related loan servicing fieeiine. Fees on loans sold relate to the
Company's practice of originating long-term fixeder mortgage loans for sale into the secondary ebarlorder to satisfy customer demand
for such loans while avoiding the interest-rat& @ssociated with holding long-term fixed-rate ngages in the Banks' portfolios. These fees
are highly dependent on the volume of real estatesaictions and mortgage refinancing activity. Sariglly all of the fees on loans sold
related to the servicing rights that have been aliddg with the mortgage loans. The Company eauss tees for managing and administel
investment funds for individuals and small busiessdiscellaneous fees and income include senfiaeges on deposit accounts and for
ancillary banking services. Non-interest expensedaavily influenced by the growth of operationgh additional employees necessary to
staff new banks and to open new branch facilitres marketing expenses necessary to promote themwtfsin the number of account
relationships directly affects such expenses as plaicessing costs, supplies, postage and otheelaiseous expenses.

CHARACTERISTICS OF THE COMPANY'S PROFITABILITY

The nature of the Company's de novo bank stratagydd to, and will likely continue to lead to,fdiences in earnings patterns as compared
to other established community banking organizatidime Company's net interest margin, which hagearfrom 2.91% to 3.35% over the
last three years, is low compared to industry steshglfor a variety of reasons. Upon entering newkeia, the Company has aggressively
pursued business through competitive rates in dodgarner market share. The Company has beeroaatliti its loan origination activities,
focusing on strong borrowers who often command ffavie loan rates. Finally, the Company has maisthanrelatively shorter term, and
therefore lower-yielding, investment portfolio,ander to facilitate loan demand as it emerges,igeofunds to retain increasingly larger
amounts of insurance premium finance loans in tr&gio, and maintain excess liquidity in the evdaposit levels fluctuate.

Similarly, as the Company has been growing itsrimdasheet at relatively high rates over the pastyears, the Company has experienced
high overhead levels in relation to its assetdectihg the necessary start-up investment in huresources and facilities to organize
additional de novo banks and open new branch fiasiliFor the last three fiscal years, the netlwe@d ratio has declined from 3.57% in 1994
to 2.71% in 1996, and is further reduced to 2.56%996 excluding the non-recurring merger expenges.Company expects that as its
existing Banks mature, the organizational and staréxpenses associated with future de novo bamksew banking offices will not have as
significant an impact on the Company's overhedd.rat
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DE NOVO BANK FORMATION AND BRANCH OPENING ACTIVITY
The following table illustrates the progressiorBaink and branch openings that have impacted thep@oy's results of operations over the

past five years.

MONTH YEAR BANK
December 1996 Barrington B
August 1996 Hinsdale Bank
May 1996 North Shore B
November 1995 North Shore B
October 1995 Hinsdale Bank
October 1995 Libertyville
October 1995 Libertyville
October 1995 North Shore B
May 1995 Lake Forest B
December 1994 Lake Forest B
October 1994 North Shore B
April 1994 Lake Forest B
October 1993 Hinsdale Bank
April 1993 Lake Forest B
December 1991 Lake Forest B

Bank.

LOCATION T

ank Barrington, lllinois Ban

Clarendon Hills, Illinois(1)  Bra
ank Winnetka, Illinois Bra
ank Wilmette, Illinois Dri

Hinsdale, lllinois Dri
Bank Libertyville, lllinois Ban
Bank Libertyville, lllinois Dri
ank Glencoe, lllinois Bra
ank West Lake Forest, lllinois Bra
ank Lake Bluff, Illinois Bra
ank Wilmette, Illinois Ban
ank Lake Forest, Illinois New

Hinsdale, lllinois Ban
ank Lake Forest, Illinois Dri
ank Lake Forest, Illinois Ban

s Bank, a branch of Hinsdale

YPE OF FACILITY

nch

nch
ve-up/walk-up
ve-up/walk-up
k
ve-up/walk-up
nch

nch

nch

k

permanent facilities
k
ve-up/walk-up

REORGANIZATION

Effective September 1, 1996, pursuant to the tefasreorganization agreement dated as of May 286.1which was approved by
shareholders of all of the parties, the Companyptetad a reorganization transaction to combinestiparate activities of the holding
companies of each of the Company's operating sialnigisl (other than Barrington Bank which was opeinddecember 1996). As a result of
the transaction, the Company (formerly known astiN&hore Community Bancorp, Inc., the name of whiels changed to Wintrust

Financial Corporation in connection with the rearnigation) became the parent holding company of efithe separate businesses, and the
shareholders and warrant holders of each of theragpholding companies exchanged their sharéddormon Stock and their warrants for a
combination of shares of Common Stock and Warraitise Company (the "Reorganization"). The Reorgativn was accounted for as a
pooling-of-interests transaction and, accordingig, Company's financial statements have been edstat a combined and consolidated basis

to give retroactive effect to the combined operaithroughout the reported historical periods.
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AVERAGE BALANCE SHEETS, INTEREST INCOME AND EXPENSE AND INTEREST RATE YIELDS AND COSTS

The following table sets forth the average balanttesinterest earned or paid thereon, and thetaféeinterest rate yield or cost for each
major category of interest-earning assets andastéearing liabilities for the years ended Decemberl®86, 1995, and 1994. The yields
costs include fees which are considered adjustntenglds. Interest income on non-accruing loan®flected in the year that it is collected.
Such amounts are not material to net interest imcormet change in net interest income in any ydan-accrual loans are included in the
average balances and do not have a material efifeitte average yield. This table should be refeiwaed conjunction with this analysis and
discussion of the financial condition and resuftsperations (dollars in thousands).

AVERAGE
BALANCE(1) IN
ASSETS
Interest bearing deposits with banks $28,382 $
Federal funds sold 47,199
Investment securities 88,762
Loans, net of unearned discount 347,076 3

Total earning assets 511,419 3

Cash and due from

banks-non-interest bearing 13,911
Allowance for possible loan losses  (3,247)
Premises and equipment, net 26,586
Other assets 13,575

Total assets $562,244

LIABILITIES AND SHAREHOLDERS' EQUITY
Deposits-interest bearing:

NOW accounts $45,144
Savings and money market deposits 139,150
Time deposits 261,502 1

Short-term borrowings 809
Term-debt and subordinated debt 15,242

Total interest-bearing

liabilities 461,847 2
Non-interest bearing deposits 51,249
Other liabilities 7,420
Shareholders' equity 41,728

Total liabilities and
shareholders' equity $562,244

Net interest income/spread $1

Net interest margin

1996 1995

AVERAGE AVERAGE
YIELD/ AVERAGE YIELD/ A
TEREST COST BALANCE(1) INTEREST COST BAL

1,588 5.60% $51,159 $3,194 6.24% $
2,491 528 35172 2,048 5.82

4,327 487 58,015 3,202 5.52

0,631 8.83 183,614 17,028 9.27 1

9,037 7.63 327,960 25,472 7.77 2

8,031
(2,038)
17,687
10,485

$362,125 $2

1,713 3.79% $23,214 844  3.64%
5659 4.07 106,247 4,541  4.27
5388 5.88 140,724 8,705 6.19

2,760 511 270,185 14,090 521 1

34 420 10,238 474  4.63
1,361 8.93 14,044 1,208 8.60

4,155 523 294,467 15,772 536 2

29,304
7,181
31,173
$362,125 $2
4,882 2.40% $9,700 2.41%
2.91% 2.96%

AVERAGE
VERAGE YIELD/
ANCE(1) INTEREST COST

28,077 $1,290 4.59%
18,323 791 4.32
40,721 2,046 5.02
48,209 13,617 9.19

$7,873 3.07%

3.35%

(1) Average balances were generally computed using

daily balances.
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CHANGES IN INTEREST INCOME AND EXPENSE

The following table shows the dollar amount of apesin interest income and expense by major cag=gof interest-earning assets and
interest-bearing liabilities attributable to chas@e volume or rate or both, for the periods inthca(in thousands):

YEAR ENDED DECEMBER 31,

1996 COMPARED TO 1995 1995 COMPARED TO 1994
CHANGE CHANGE CHANGE CHANGE
DUE TO DUE TO TOTAL DUE TO DUETO TOTAL

RATE VOLUME CHANGE RATE VOLUME CHANGE

Interest bearing deposits with banks $

(304) (1,302) (1,606) 579 1,325 1,904
Federal funds sold (206) 649 443 346 911 1,257
Investment securities (410) 1,535 1,125 218 938 1,156
Loans, net of unearned discount (861) 14,464 13,603 129 3,282 3,411
Total interest income (1,781) 15,346 13,565 1,272 6,456 7,728
NOW accounts 39 830 869 97 545 642
Savings and money market deposits (229) 1,347 1,118 236 1,095 1,331
Time deposits (444) 7,127 6,683 872 5,747 6,619
Short-term borrowings (40) (400) (440) 70 (3,173) (3,103)
Term debt and subordinated debt a7 106 153 10 402 412
Total interest expense (627) 9,010 8,383 1,285 4,616 5,901
Net interest income $ (1,154) 6,336 5,182 (13) 1,840 1,827

The changes in net interest income are complidatedsess and require significant analysis to fuligerstand. However, it is clear that the
change in the Company's net interest income fopén®ds under review was predominantly impactethleygrowth in the volume of the

overall interest-earning assets and interest-bgak@posit liabilities. In the table above, volunaiances are computed using the change in
volume multiplied by the previous year's rate. Reatgances are computed using the change in raligpirad by the previous year's volume.

The change in interest due to both rate and voluasébeen allocated between factors in proportigheaelationship of the absolute dollar
amounts of the change in each.

ANALYSIS OF FINANCIAL CONDITION

The dynamics of community bank balance sheetsriergdly dependent upon the ability of managemeatttact additional deposit accounts
to fund the growth of the institution. This is therrent situation at the Company as it is a grdulatively new institutions which are still
diligently attempting to establish themselves aslthnk of choice in a significant amount of housdfiand businesses in the communities
they serve. Accordingly, the discussion of theffitial condition of the Company will focus first time sources of funds received through the
liability side of the balance sheet which is predwantly deposit growth. After it is understood htive Company was funded during the

periods under discussion, the latter section &f'tAnalysis of Financial Condition" discussion widlcus on the asset categories where the
Company invested the funds.

Deposits. The Company has experienced significaowtty in deposits over the past three years prignas a result of de novo bank

formations and new branch openings. Total depadérizes increased 52.4% to $618.0 million at Deeer@h, 1996 compared to $405.7
million at December 31, 1995.

The following table presents deposit balances byBanks and the relative percentage of total depbeld by each Bank at December 31
during the past three years (dollars in thousands):
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1996 1995 1994

DEPOSIT PERCENT DEPOSIT PERCENT DEPOSIT PERCENT

BALANCES OF TOTAL BALANCES OF TOTAL BALANCES OF TOTAL
Lake Forest $ 251,906 40% $ 181,186 45% $ 126,067 57%
Hinsdale 140,873 23 104,402 26 59,182 27
North Shore 153,878 25 93,657 23 36,736 16
Libertyville 67,490 11 26,413 6 - -
Barrington 3,882 1 - -

Total Deposits $ 618,029 100% $ 405,658 100% $ 221,985 100%

Percentage increase from

prior year-end

52.4%

82.7%

125.9%

Other liabilities. Other liabilities, consisting aEcrued interest payable and other accrued expeinsecased to $16.3 million at Decembel
1996 from $13.1 million at December 31, 1995.

Short-term borrowings: Short-term borrowings flateibased on daily liquidity needs of the Banksingt Premium. At December 31, 1996
and 1995, short-term borrowings consisted of Feédenads purchased and treasury, tax and loan quitenoaccounts. During the first quarter
of 1995, First Premium also had short-term comna¢paper borrowings to fund its originated loaroreled on their financial statements;
however, in February 1995, First Premium enteréal @anew securitization facility whereby the acdingtreatment dictated that the loans
sold pursuant to the securitization facility beatesl as sales and First Premium's related shontéemmercial paper borrowings were
consequently eliminated. As a result, the averad@nige of short-term borrowings declined in 1996869,000 from $10.2 million in 1995.

Notes payable: As of December 31, 1996, the balahoetes payable represented the amount due an$@5 million revolving credit line ¢
credit. The line of credit bears interest at atftograte equal to, at the Company's option, eithedender's prime rate or the London Inter-
Bank Offered Rate plus 1.50%. This revolving créidi is secured by the stock of the subsidiarjkbd@riding companies and the subsidiary
Banks, other than Barrington. The balance outstanilicreased to $22.1 million at December 31, 1f8@® $10.8 million at December 31,
1995, primarily as a result of additional borrowsrtg fund the growth of the Company's banking glibees and to partially capitalize
Barrington Bank in December, 1996. On March 18,7198e Company reduced the outstanding debt tcoappately $2.5 million by utilizin
the proceeds from the common stock offering.

Total assets and earning assets. The Company'as$stts and earning assets were $706.0 millior$624.5 million, respectively, at
December 31, 1996 compared to $470.9 million arg¥&imillion, respectively, at December 31, 199%e8e asset increases during 1996
follow increases in 1995 from year-end 1994 lewéI$354.2 million and $322.5 million, respectiveBhe increase in total assets and earning
assets is attributable to the 52.4% increase iB#nks' core deposit balances. Continued markefiimgts and a full year of operations of the
five banking offices opened in late 1995, combingtth opening of three additional banking facilitigsring 1996, contributed to the strong
growth. The Company had 14 total banking faciliiiéshe end of 1996 compared to 11 at the end @6.19

Loans: The composition of earning assets has dhaftehe Company increased the level of depositsfimvested into loans from shorterm
money market investments. Loans comprised 78.9%68r% of total earning assets at December 31, a@8@ecember 31, 1995,
respectively. Total loans, net of unearned discanoteased 90.7%, from $258.2 million in 1995 49%.5 million in 1996. The following
table presents loan balances by category at Deae®ih@996 and 1995 (dollars in thousands).

PERCENT
1996 OF TOTAL 1

PERCENT
995 OF TOTAL
Commercial and

commercial real estate  $182,403 37% $10 1,271 39%

Home equity 87,303 18 5 4592 21
Indirect auto 89,999 18 3 7,323 15
Residential real estate 51,673 10 3 7,074 14
Premium finance 57,453 12 1 5,447 6
Other loans 23,717 5 1 2,524 5
Total loans $492,548 100% $25 8,231 100%

The growth in the loan portfolio has occurred igtemajor loan category. The growth in the Compaogtamercial and commercial real
estate, home equity, and residential real estatéopos is primarily due to the growth in the nuertof bank and branch locations of the
Company and the maturation of the existing banks.

-27-



In order to minimize the time lag typically experoed by de novo banks in redeploying depositshigber yielding earning assets, the
Company is developing lending programs focusedpecialized earning asset niches having large vadush@omogeneous assets that can be
acquired for the Banks' portfolios and possiblydsalthe secondary market to generate fee incomee@tly, the Company's two largest loan
niches are premium finance loans generated by Fieshium and indirect auto loans.

Premium finance loans. The Company's most sigmifispecialized earning asset niche is comprised@imercial insurance premium
finance loans. The Company originates premium fiedoans at First Premium which generally sellsithe the Banks or funds the loans
through asset securitization facilities. All premidinance loans, however financed, are subjediedompany's stringent credit standards,
and substantially all such loans are made to comialarustomers. The Company rarely finances consimsarance premiums, which are
regarded by management as riskier loans. At DeceB1hel 995, substantially all of the premium finahgans were sold through an asset
securitization facility; however, subsequent to $eptember 1, 1996 merger transaction, premiunméi@doan originations have generally
been sold to the Banks and consequently remain asset of the Company.

Indirect auto loans. The Company finances fixed eattomobile loans sourced indirectly through uhatiéd automobile dealers. Indirect
automobile loans are secured by new and used abitee@nd are generated by a network of automaleitders located in the Chicago area
with which the Company has established relatiorshijppese credits generally have an original matofit36 to 60 months and the average
actual maturity is estimated to be approximatelyr®fths. The risk associated with this portfolidigersified amongst many individual
borrowers. Management continually monitors the etei@lationships and the Banks are not dependeahypione dealer as a source of such
loans. The Company began to originate these laamsd-1995 and has consistently increased the Evelitstanding loans.

Money Market Investments and Investment Securifibs. Company's objective in managing its securfimsfolio is to balance liquidity risl
interest rate risk and credit quality such thateheings of the Company are maximized. Managemesmaintained the funds that were not
invested in loans in shotérm investment securities and money market investsa The aggregate carrying value of such invessrecline
to $132.0 million at December 31, 1996 from $168iBion at December 31, 1995 primarily as a resfiincreased investments in loans
during 1996. A detail of the carrying value of ihdividual categories as of December 31 is sehforthe table below (in thousands).

1996 1995
Federal funds sold $ 38,835 55,812
Interest bearing deposits with banks 18,732 50,600
Investment securities 74,388 62,889
Total money market investments
and investment securities $ 131,955 169,301

Federal Funds Sold, Interest Bearing Deposits Réthks and Investment Securities. Federal fundsauddinterest bearing deposits with
banks are very short-term investments with highligubanks. The balances in these accounts fluetbased upon deposit inflows and loan
demand. These accounts are extremely liquid anddeonanagement with the ability to meet liquidieds for supplying loan demand or
for other reasons.

CONSOLIDATED RESULTS OF OPERATIONS

Comparison of Results of Operations for the Yeardddl December 31, 1996 and December 31, 1995

General. For the year ended December 31, 199& dhgpany recorded net loss of $973,000 comparedttmoome of $1.5 million for the
year ended December 31, 1995. The 1996 loss reisesdoss per share of $0.16 for the year comparedrnings per share of $0.24

1995. The year ended December 31, 1996, includéd,880 of merger-related expenses from the Comp&@gptember 1996 reorganization
transaction and $312,000 in legal fees arisingobabllection efforts related to a significant nparforming asset. Excluding these expenses,
the pre-tax loss for 1996 would have been approdin&1.1 million, or approximately one half of trecorded preax loss of $2.3 million. |
addition, the prior year included an initial gai$363,000 on the sale of premium finance loans insecuritization facility and a one-time
gain on settlement of contingencies of $735,00thftbe repurchase of a minority interest in a nogeaditinued subsidiary and the settlement
of various related contingencies. Excluding thesieg) the year ended December 31, 1995, would pasted a net pre-tax loss of
approximately $513,000. The $567,000 increaseertax loss, as adjusted to exclude the effectofl®96 merger-related expenses and
exceptional legal fees and the 1995 initial and-time gains, was primarily the result of higher finterest expenses associated with oper
and start-up operations of banking facilities i®@%han in 1995. While the Company opened threefaeilties in 1996 compared to six
openings in 1995, five of the 1995 openings ocalimethe fourth quarter and associated start-ugesgs continued to impact 1996 results.

Net interest income. Net interest income incredsekll4.9 million for the year ended December 3B6l%om $9.7
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million for the comparable period of 1995. Thisrease in net interest income of $5.2 million, 0488, was attributable to a 55.9% increase
in average earning assets in 1996 compared to Fa88ally offsetting the changes due to volume wa$ight decline in net interest margir
2.91% for 1996 from 2.96% in 1995, due to a dediinéne general interest rate environment duringél®ecause the Company's overall
earning asset portfolio reprices at a rate quithan its liabilities, the decline in interest rakesl an unfavorable impact on the Company's net
interest margin.

Provision for possible loan losses. The provisimnpossible loan losses increased to $1.9 milioh996, from $1.4 million in the prior year
due to the increases in the loan portfolio. At Deber 31, 1996, the allowance for possible loandssepresented 0.74% of loans outstanding
which management believed was adequate to coventigtlosses in the portfolio. There can be naiasge that future losses will not

exceed the amounts provided for, thereby affedtitgre results of operations. The amount of fugditions to the allowance for possible
loan losses will be dependent upon the economyngesin real estate values, interest rates, thve eiegegulatory agencies toward adequate
reserve levels, and past due and non-performinglmzels.

Nor-interest income. Total non-interest income de@dagpproximately $1.0 million, or 11.8%, to $7.lion for the year ended December
31, 1996, as compared to $8.5 million in the sasreod of 1995.

Gains on the sale of premium finance loans, whiehdapendent upon the total loans originated alistm a securitization facility,
decreased to $3.1 million for the year ended Deeer@h, 1996, from $4.4 million for the year of 1995 decrease in total insurance
premium finance loans originated and sold durin@6l® $294.4 million from $301.3 million in 1995can initial gain of $763,000 which
was recorded in February 1995 when a significantiggoof the existing premium finance loan portfolias sold to a newly structured
securitization facility contributed to the decrea&dditionally, subsequent to the merger of thestHremium and the Banks on September 1,
1996, the majority of insurance premium financenbariginated were retained by the Company; theedibyinating any gain from sales to
the securitization facility. Absent the initial gaiecognition in 1995 and the shift by the Compianiate 1996 to retain the insurance prem
finance loans, the amount of gains recorded ascepeof loans originated was relatively stable.

Loan servicing fees increased to $1.4 million fog year ended December 31, 1996 compared to $llidmfior the same period of 1995,
primarily due to an increase in the amount of ayen@anaged insurance premium loans in the 1996cddue to the change in the structure
of the securitization facility in February 1995 wéby the loans sold into the securitization fagiitere treated as sales and therefore qua

to receive a servicing fee, the comparable 199®g@drad only seven months of service fee incomavamage managed insurance premium
loans

Fees on mortgage loans sold relate to income dkhydhe Banks for services rendered in originaéing selling residential mortgages into
the secondary market. Such fees increased to $illidmin 1996 from $850,000 in 1995 primarily dteincreased volume. Approximately
$499,000 of the increase was generated from NdrtneSBank which only began such activities durif@§3 but which had a full year of loan
sales in 1996. Libertyville Bank also contributggbeoximately $166,000 during 1996.

Service charges on deposit accounts increased®, (30 for the year ended December 31, 1996, frb®@6$00 for the year ended Decem
31, 1995. The increase is a direct result of thd%2increase in deposit balances from Decembet @5 to December 31, 1996. The maijc
of service charges on deposit accounts relategstomary fees on accounts in overdraft positiomsfanreturned items on accounts.

Trust fees increased to $522,000 from $399,00@h@ears ended December 31, 1996 and 1995, reagectiue primarily to increased trt
business.

Nor-interest expense. Total non-interest expenseasectapproximately $7.0 million, or 44.0%, to $22i8ion for the twelve months of
1996, as compared to $15.8 million in the sameoplesf 1995. Despite the increases in various nteréist expense categories in 1996
compared to 1995, the Company's ratio of non-isteggpenses, excluding the merger-related costetabaverage assets declined to 3.89%
in 1996 from 4.37% in 1995.

Salaries and employee benefits increased to $1illibmfor the year ended December 31, 1996 as @ethto $8.0 million for the same
period of the prior year, principally due to theri@ase in the number of banking facilities to 1®atember 31, 1996, from 11 at December
31, 1995. The increase of $3.6 million reflectsramease of approximately $754,000 related to ltipdiie Bank, which only opened and
became fully staffed in October, 1995 but which hddlly operational staff during 1996, and an @ase of $1.4 million at North Shore Bank
as a result of four banking locations being opereti in 1996 compared to only one banking locatioring the first nine months of 1995 and
three banking locations during the fourth quarfet@5. North Shore Bank opened a full service bamkacility in Glencoe, lllinois and a
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drive-up/walk-up banking facility in Wilmette, Iibis during the fourth quarter of 1995 and begajanizing a full service banking facility in
Winnetka, Illinois during the first quarter of 199Bhe Winnetka facility began full operations dyrithe second quarter of 1996. In additio
the increased staffing to support the new banlargify, the growth in deposit and loan accountthatpreviously existing banking locations
required additional staffing to maintain the staddaf customer service. Also contributing to thergase in salaries were normal salary
increases and the addition of certain executiviea® during mid-1995 and early 1996 to help marthgegCompany's growth.

Occupancy expenses increased to $2.3 million ®ytar ended December 31, 1996, from $1.5 milliwrtHe year ended December 31, 1
primarily due to the significant increase in thener of the Company's facilities to almost doubkhumber of physical locations at year-
end 1996 compared to the end of the third quaft&®5.

For the year ended December 31, 1996, data progesspenses increased by $390,000, or 62.5%, cechparthe same period of 1995, as a
result of the increase of average outstanding deand loan balances of approximately 65.2% an8%®9respectively.

Advertising and marketing expenses increased tb lllion for the year ended December 31, 1996 caneqh to $682,000 for the same
period of 1995, primarily due to the addition afileti banking locations during the past fifteen mentlanagement anticipates that higher
levels of marketing expense are likely to be inedrin the future as the Company continues to dstalté base of customers, promotes its
newly opened Barrington Bank, and opens additibaaking facilities.

Nonrecurring mergwrelated expenses were $891,000 during 1996. Thegarization resulted in various legal expensesp@aating and tax
related expenses, printing, Securities and Exch@ugemission filing expenses, and other applicakfeases.

Other non-interest expenses increased by $1.2omillir 28.3%, to $5.4 million for the year ended:@®aber 31, 1996 from $4.2 million for
the year ended December 31, 1995, primarily dukediigher volume of accounts outstanding at th&kBaAlso contributing to the increase
was approximately $312,000 in legal fees relateeffirts to collect a significant nonperforminguimance premium finance loan during 1996
compared to approximately $78,000 in the same gerid 995. Controlling overhead expenses is a hgsiosophy of management and is
closely evaluated. Management is committed to nolafly evaluating its operations to determine whetidditional expense savings are
possible without impairing the goal of providingpguior customer service.

Despite the increases in the various nonintergetese categories during 1995, the Company's ratioronterest expenses to total average
assets was 4.05% of average assets in 1996, &9 &8cluding non-recurring merger expenses, condparés peer group that has a ratio of
noninterest expenses to total average assets obapmately 3.36%. Thus, despite the traditionatiitial high investment to establish de novo
banks, the Company has controlled its nonintergsteses in a fashion which is just slightly higtrean other bank holding companies in its
peer group.

Income taxes. The Company recorded an income taefibef $1.3 million during 1996, whereas an in@tax benefit of approximately
$512,000 was recorded in 1995. Prior to completiothe Reorganization on September 1, 1996, eatieainerging companies except Lake
Forest Bank had net operating losses and, basedthpatart-up nature of the organization, therse ma sufficient evidence to justify the full
realization of the net deferred tax assets gergiatehose losses. Accordingly, a valuation allopgawas established against a portion of the
deferred tax assets with the combined result bisiata minimal amount of Federal tax benefit wasreed. As the entities become
profitable, it is anticipated that each entity viilve the opportunity to recognize its own tax lossefits to the extent it generates operating
income.

Comparison of Results of Operations for the Yearddel December 31, 1995 and December 31, 1994

General. The Company had net income of $1.5 mifasrthe year ended December 31, 1995, comparddaniiet loss of $2.2 million for the
year ended December 31, 1994. The increase imoaitnie was due to an increase in net interest inadi$&.8 million, an increase in n-
interest income of $7.1 million and the realizatafr$512,000 in income tax benefits, offset by @ages in the provision for possible loan
losses of $823,000 and other non-interest exparfsts 1 million.

Net interest income. Net interest income incredsefi1.8 million, or 23.2%, to $9.7 million in 19%®m $7.9 million in 1994. Intere:

income increased as average interest-earning asegtased in each major category due to growtoath Shore Bank, which was in its first
year of operations in 1995, the opening of Libeittg\Bank in October 1995, and continued growtlthat Company's other subsidiary Bar
Interest income also increased as a result of gndrigher interest rates in 1995 which led toh@gyields on the Company's short-term
investments and investment securities. An incr@aget earning assets (average interest-earnirgjsaless interest-bearing liabilities) of
$18.9 million in 1995 over 1994, reflecting incredsion-interest bearing funding provided by a $13illlon increase in average non-interest
bearing deposits and an approximately $12.5 miilmnease in average shareholders' equity, alstibated to the increase in interest
income. These increases were offset in part by
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increased interest expense. Deposit costs incrgasrdrily due to the higher volume of depositsding the higher earning-asset volume as
well as higher market rates of interest and the gaomg's competitive deposit pricing strategiessmigw markets. Net interest income was
also impacted in 1995 by a lower net interest rmanghich declined to 2.96% in 1995 from 3.35% i®49The margin decline was largely
due to an unfavorable shift in the Company's egragset mix in 1995 compared to 1994 from higheldyig premium finance loans to loans
originated or purchased by the Banks and otherriguedding earning assets. Average premium finanaeedadecreased by 73.1% in 1995
result of the sale in February 1995 of a signiftqaortion of this portfolio into a securitizatioadility. However, as discussed below, the
decrease in interest income attributable to prenfinemce loans was offset by gains recognized Bb1én the sale of such loans.

Provision for possible loan losses. The provisimnpossible loan losses increased to $1.4 milliohd95 from $607,000 in 1994, due to
volume increases in the loan portfolio. Total loanseased approximately $64.2 million, or 33.186nf December 31, 1994 to December
1995. At December 31, 1995, the allowance for fbsdoan losses represented 1.07% of loans ouisignaghich management believed was
adequate to cover potential losses in the portfolio

Nor-interest income. Non-interest income increase$Btd million in 1995 from $1.5 million in 1994 prarily due to a change in the
structure of the securitization facility resultimgrecognition of gains on sales of premium finale@ns sold to others.

Gain on the sale of insurance premium finance le@s$4.4 million in 1995 versus none in 1994. THoeease was a result of restructuring
the securitization facility in February 1995 whidictated different accounting treatment for loaolsl pursuant to the securitization facility.
The new structure caused the Company to record gairinsurance premium finance loans sold to aegaddent third party at the time of
sale rather than recording the income over theofifine loan as a component of interest incomea Assult, an initial gain of $763,000 was
recorded in February 1995 when existing loans \gete to the new securitization facility, and sadéseceivables subsequent to February
1995 were recorded as gains.

Substantially all of the $1.1 million increase @ah servicing fees related to premium finance loBeginning in 1995, the change in the
structure of the securitization facility allowed the insurance premium finance loans to be solld sérvicing retained, while in 1994 no
servicing fees were received on that portfolio.

Fees on mortgage loans sold increased approximb4ély,000 in 1995 compared to 1994. Approximat&§1$000 of the increase was
generated from Hinsdale Bank which only began sativities during late 1994 but which had a complatriod of mortgage loan sales in
1995. Also, North Shore Bank, which did not opetildhe last quarter of 1994, contributed approxiena$196,000 during 1995.

Trust fees increased to $399,000 in 1995 from $MWPin 1994 primarily attributable to new trust imeéss generated by new trust officers.

Service charges on deposit accounts increased.B¥® $196,000 in 1995 from $112,000 in 1994. iHteease is a direct result of the
82.7% increase in deposits from December 31, 18®ktember 31, 1995.

The gain on settlement of contingencies is prirgaxitesult of a one-time $735,000 gain from theirelpase of a minority interest in a now-
discontinued subsidiary and the settlement of varielated contingencies. The actual costs regtmredmplete the transaction were less
amounts previously accrued therefor, resultingetognition of gain as the accruals were reversediiicome.

Nor-interest expense. Total non-interest expenseasetapproximately $5.0 million, or 47.1%, to $1/i8ion in 1995 from $10.8 million
in 1994.

Salaries and employee benefits expense increapedxapately $2.7 million, principally attributabte growth in the deposit base of 82.7%
from December 31, 1994 to December 31, 1995. Tleeatipn of additional facilities required additibeanployees in those locations and the
Company's successful generation of new business fiew and existing customers required additionataraer support personnel to service
the expanding relationships. At Lake Forest Bartiaanch established in the neighboring communitlyadde Bluff in December 1994 was
operational for a full year and another branch a@@ned in May 1995 in West Lake Forest, requirixygaasion of the payroll by 10 full-time
equivalent employees. At Hinsdale Bank, six fuliii equivalent employees were added by year-end, #835e Company initiated a lending
department to originate indirect automobile loasrsits own portfolio and for sale to other finargisstitutions, requiring the addition of three
lending individuals. North Shore Bank was in itdiad year of operation in 1994 and thus did notéa full year of salaries and employee
benefits in 1994. Staffing levels began to accumaulaApril 1994 and the Bank became operation&@eptember 1994. In late 1995, North
Shore Bank added a drive-through facility and opeméull-service banking facilities in Glencoe, witrganizational efforts relating to its full-
service facility in Winnetka also well underway. the end of 1995, North
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Shore Bank had 22 full-time equivalent employediettyville Bank began to accumulate staff in M&g3%, and a full staffing complement
of 20 full-time equivalent employees was achieve®istober 1995.

Occupancy expenses increased $355,000 to $1.9mitr 1995 from $1.2 million in 1994 primarily dtethe increase in the number of
facilities.

Advertising and marketing expenses amounted to $882during 1995 compared to $288,000 in 1994 tduke promotion of the opening
the new banking facilities during 1995 and the desf management to effectively integrate the opgif those facilities into the Company's
overall marketing plan.

Data processing. Data processing expense incrégsagproximately $289,000 or 86.3% in 1995 comp#&metb94, reflecting the Company's
increase in deposits and loans over such periodnémase in trust accounts during 1995 also dautied to higher data processing charges.

Other non-interest expense. Other non-interestresgeeincreased by approximately $1.2 million 00%®to $4.2 million for 1995 from $3.0
million for 1994, primarily due to the higher volenof accounts outstanding and the additional dégtien, supplies, and other sundry
expenses related to the opening of the new fasliti

Income taxes. The Company had no consolidated &kdestate income tax expense for 1995 or 19949856, an income tax benefit of
$512,000 was recorded. Management determinedite@ompany's earnings history and projected fuigaraings were sufficient to make a
judgment that the realization of a portion of tlet deferred tax assets not previously valued wag tileely than not to occur. In 199
management had established a valuation allowaraiesidts net deferred tax assets with the resitidothat no federal or state income tax
expense or benefit was realized in the financateshents.

ASSET-LIABILITY MANAGEMENT

As a continuing part of its financial strategy, ttempany attempts to manage the impact of fluatnatin market interest rates on its net
interest income. This effort entails providing agenable balance between interest rate risk, aishjtliquidity risk and maintenance of yie
Asset-liability management policies are establisied monitored by management in conjunction withlibards of directors of the Banks,
subject to general oversight by the Company's BoaBirectors. The policy establishes guidelinesdoceptable limits on the sensitivity of
the market value of assets and liabilities to clearig interest rates.

An institution with more assets than liabilitieprieing over a given time frame is considered assasitive and will generally benefit from
rising rates. The following table illustrates then@any's estimated interest rate sensitivity amobgie and cumulative gap positions as
calculated as of December 31, 1996 (dollars in$hads).

TIME TO MATURITY OR REPRICING

0-90 91-365 1-5 (¢} VER 5

DAYS DAYS YEARS YEARS TOTAL
Rate sensitive assets (RSA) $ 326,390 155,094 114,871 1 09,682 706,037
Rate sensitive liabilities (RSL) $ 427,267 102,630 49,235 1 26,905 706,037
Cumulative gap (GAP = RSA - RSL) $(100,877) (48,413) 17,223
Cumulative RSA/RSL 0.76 0.91 1.03
Cumulative RSA/Total assets 0.46 0.68 0.84
Cumulative RSL/Total assets 0.61 0.75 0.82
GAP/Total assets (14)% "% 2%
GAP/RSA (BL)% (10)% 3%
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While the gap position illustrated above is a uktfal that management can assess for generalgrusig of the Company's and its
subsidiaries' balance sheets, management useslitiorzal measurement tool to evaluate its asshilifip sensitivity which determines
exposure to changes in interest rates by meastimingercentage change in net income due to chamgates over a two-year time horizon.
Management measures such percentage change assamiggantaneous permanent parallel shift in tekel gurve of 200 basis points, both
upward and downward. Utilizing this measurementcemn, the interest rate risk of the Company, exqg@®s a percentage change in net
income over a two-year time horizon due to chamgésterest rates, at December 31, 1996, is aevisi

+200 BASIS -20 0 BASIS
POINTS P OINTS

Percentage change in net income

due to an immediate 200 basis point
change in interest rates over a
two-year time horizon 23.0% (13.3)%

LIQUIDITY AND CAPITAL RESOURCES
The following table reflects various measures ef @ompany's capital at December 31, 1996 and 1995:

DECEMBER 31,

1996 1995
Average equity-to-average asset ratio 7.4% 8.6%
Leverage ratio 6.4% 8.5%
Tier 1 risk-based capital ratio 7.3% 11.1%
Total risk-based capital ratio 8.0% 11.9%
Dividend payout ratio 0.0% 0.0%

The Company's consolidated leverage ratio (Tieadital/total assets less intangibles) was 6.4%eaeihber 31, 1996 which places the
Company above the "well capitalized" regulatoryelexConsolidated Tier 1 and total risk-based chpétdos were 7.3% and 8.0%,
respectively. Based on guidelines established by-tderal Reserve Bank, a bank holding comparggigited to maintain a ratio of Tier 1
capital to risk-based assets of 4.0% and a rattotaf capital to risk-based assets of 8.0%.

The Company's principal funds at the holding conydaxel are dividends from its subsidiaries, ande€essary, borrowings or additional
equity offerings. Banking laws impose restrictiamon the amount of dividends which can be paidh¢oGompany by the Banks. Based on
these laws, the Banks could, subject to minimuniteamquirements, declare dividends to the Compaitlyout obtaining regulatory appro

in an amount not exceeding (a) undivided profits] () the amount of net income reduced by dividgrald for the current and prior two
years. In addition, the payment of dividends maydstricted under certain financial covenants an@ompany's revolving line of credit a
First Premium's existing securitization facilityt #anuary 1, 1997, $2.5 million was available agddinds from the Banks without prior
regulatory approval, compared to $1.5 million atuly 1, 1996, and no dividend availability frone tBanks at December 31, 1994. No cash
dividends were paid to the Company by the Banksduhe years ended December 31, 1996, 1995, at.199

Effective September 1, 1996, the Company obtaing2520 million revolving credit line from a majoommercial bank to consolidate
separate lines previously maintained at the sudsidiolding companies. As of December 31, 1996 bmpany had borrowed $22.1 million
under the line. The revolving line is secured By#&the shares of common stock of the subsidiamnykbholding companies and of each of the
Banks, other than Barrington Bank, and bears istene the amounts outstanding from time to tim¢hatCompany's option, at an interest

of either (a) LIBOR plus 150 basis points, or (i tender's prime rate. Upon completion of the comstock offering in March 1997, the 1
proceeds were used to repay approximate $19.6@afebt outstanding under the line. The entire whpsetion of the revolving line will
remain available for future borrowings. All unpgidncipal amounts due under the revolver will matan September 1, 1997.

Liquidity management at the Banks involves planrimgieet anticipated funding needs at a reasomaiste Liquidity management is guided
by policies, formulated and monitored by the Conymeenior management and each Bank's assettijatninmittee, which take into accol
the marketability of assets, the sources and #tabfl funding and the level of unfunded commitngenthe Banks' principal sources of funds
are deposits, short-term borrowings and capitatrimrtions by the Company out of the proceeds afdwings under the revolving line. In
addition, each of the Banks, except Barrington Béals recently become eligible to borrow under Fiddéome Loan Bank advances, an
additional source of short-term liquidity.

The Banks' core deposits, the most stable sourtiguidity for community banks due to the naturdmfg-term relationships generally
established with depositors and the security obdiéginsurance provided by the FDIC, are availablprovide long-term liquidity. At
December 31, 1996, 64.9% of the Company's totatssgere funded by core deposits with balancestess$100,000, while remaining
assets were funded by other funding sources sucbragleposits with balances in excess of $10008fljc funds, purchased funds, and
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capital of the Banks. At December 31, 1995 and 1884% and 51.6% of total assets were funded by deposits, respectively.

Liquid assets refers to money market assets suEkdesral funds sold and interest bearing depositsbanks, as well as available-for-sale
debt securities and held-to-maturity securitiehwsitremaining maturity less than one year. Neidigissets represent the sum of the liquid
asset categories less the amount of assets plédlgedure public funds. At December 31, 1996, inetd assets totaled approximately $74.3
million, compared to approximately $129.1 millionCecember 31, 1995 and $88.8 million at Decemied994.

The Banks routinely accept deposits from a varétyunicipal entities. Typically, these municipatigies require that banks pledge
marketable securities to collateralize these puldigosits. At December 31, 1996, December 31, a@83ecember 31, 1994, the Banks had
approximately $52.7 million, $35.2 million and $&7illion, respectively, of securities collateratig such public deposits. Deposits requi
pledged assets are not considered to be core tiepsil the assets that are pledged as collatertiidse deposits are not deemed to be liquid
assets.

To finance its insurance premium loans, First Puemihas over the past several years relied primanilproceeds of loan sales to a
securitization facility. In such transactions, ElPsemium transferred loans to First Premium Fugdorp., its wholly-owned special-purpose
corporation, which in turn sold the loans to areipendent multi-seller conduit, which issued commaépaper to finance the acquisition of
the loans, and First Premium retained servicingtsigloans have also been financed by short-teres lof credit. Following the
Reorganization in September 1996, consistent wghGompany's strategy of augmenting the Banksnatéoan generation capabilities with
special asset niches, the Banks began purchasngym finance loans originated by First Premiunmggunds provided by deposits and
other lower-cost funding sources. ConsequenthstFHremium's activities under the existing seaatton facility are being curtailed. The
Company is currently exploring the feasibility at@blishing a single-seller multi-purpose condadility that may be utilized in the future to
securitize a variety of different types of assetginated or purchased by the Company, includiregrpum finance loans, to the extent and at
such times as management determines asset setioiizto be desirable in implementing overall HEability management strategies.

The Company is not aware of any known trends, cdmerits, events, regulatory recommendations or teioges that would have any
adverse effect on the Company's capital resouopesations or liquidity.

CREDIT RISK AND ASSET QUALITY

Summary of Loan Loss Experience. The following éabimmarizes average loan balances, changesatidh@nce for possible loan losses
arising from additions to the allowance which haeen charged to earnings, and loans charged-offeanaderies on loans previously
charged-off for the periods shown (dollars in ttemds).

1996 1995 1994 1993 1992
Balance at beginning of year $ 2,763 1,702 1,357 961 818
Total loans charged-off-continuing operations (520) (290) (60) 5) -
Loans charged-off-discontinued leasing operations (583) (109) (205) (728) (965)
Total recoveries 41 30 3 2 -
Net loans charged-off (1,062) (369) (262) (731) (965)
Reduction due to subsidiary sold - - - - 8)
Provision for possible loan losses 1,935 1,430 607 1,127 1,116
Balance at end of year $ 3,636 2,763 1,702 1,357 961
Average total loans $347,076 183,614 148,209 79,052 40,528
Allowance as percent of year-end total loans 0.74% 1.07% 0.88% 1.24% 1.98%
Net loans charged-off to average total loans 0.31% 0.20% 0.18% 0.92% 2.38%
Net loans charged-off to the provision for

possible loan losses 54.88% 25.80% 43.16% 64.86% 86.47%
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The amount of additions to the allowance for pdeditan losses which are charged to earnings tlirtiug provision for possible loan losses
are determined based on a variety of factors, diofpactual charge-offs during the year, historioas experience, delinquent loans, and an
evaluation of current and prospective economic itams in the market area. Management believesliogrvance for possible loan losses is
adequate to cover any potential losses.

Nonaccrual, Past Due and Restructured Loans. Tlosviag table classifies the Company's -performing loans as of December 31 for each
of last five years (dollars in thousands):

1996 1995 1994 1993 1992

Nonaccrual loans $ 1,686 1,778 4 4 44
Loans past due 90 days or more 95 142 16 - 88
Restructured loans - - - - -

Total non-performing loans 1,781 1,920 20 4 132
Other real estate owned - - - - -

Total non-performing assets $1,781 1,920 20 4 132
Total non-performing loans to total loans 0.36% 0.74% 0.01% -% 0.27%
Total non-performing assets to total assets 0.25% 0.41% 0.01% -% 0.16%
Nonaccrual loans to total loans 0.34% 0.69% -% -% 0.09%

It is the policy of the Company to discontinue #oerual of interest income on any loan for whicbréhis a reasonable doubt as to the
payment of interest or principal. Nonaccrual loaresreturned to an accrual status when the finepogition of the borrower indicates ther
no longer any reasonable doubt as to the paymeprirafipal or interest. Of the $1.8 million of ngerforming assets at December 31, 1996,
$1.3 million relates to a non-performing loan asEPremium, which amount is expected to be fidlyovered and a substantial portion of
which management has collected or expects to ¢atlezarly in 1997.

Accordingly, no amount has been specifically resdragainst possible loss related to this loan.

Other than those loans reflected in the table ahineeCompany had no significant loans (i) for while terms had been renegotiated, or (ii)
for which there were serious doubts as to thetghwfithe borrower to comply with repayment terms.

Potential Problem Loans. In addition to those ladisslosed under "Nonaccrual, Past Due and Restettioans," there are certain loans in
the portfolio which management has identified, tigto its problem loan identification system whiclnixt a higher than normal credit risk.
However, these loans do not represent non-perfarioians to the Company. Management's review ofdta loan portfolio to identify loans
where there is concern that the borrower will r@gble to continue to satisfy present loan repayteems includes factors such as review of
individual loans, recent loss experience and ctirreanomic conditions. Loans in this category idelthose with characteristics such as tl
past maturity more than 45 days, those that hasenteadverse operating cash flow or balance shexgdd, or have general risk characteristics
that the loan officer believes might jeopardizefitere timely collection of principal and intergstyments. The principal amount of loans in
this category as of December 31, 1996, and DeceB1her995 were approximately $1.1 million and $608, respectively. Loans in this
category generally include loans that were clasgifor regulatory purposes. At December 31, 199&et were no significant loans which
were classified by any bank regulatory agency @natnot included above as nonaccrual, past duestnuctured.

Control of the Company's loan quality is continyationitored by management and is reviewed by tlaedsoof directors and credit
committees of the Banks on a monthly basis, suljettte oversight by the Company's Board of Direstbrough its members who serve on
such credit committees. Independent external rewietive loan portfolio is provided by the examioat conducted by regulatory authorities,
independent public accountants in conjunction witir annual audit, and an independent loan reypiesformed by an entity engaged by the
Board of Directors.

Loan Concentrations. Loan concentrations are censitito exist when there are amounts loaned tol@pteinumber of borrowers engagec
similar activities which would cause them to beikinly impacted by economic or other conditionseT®ompany had no concentrations of
loans exceeding 10% of total loans at Decembet 336 or December 31, 1995, except for indirect anth premium finance loans.

Other Real Estate Owned. The Company did not hay&dher Real Estate Owned at the end of any ofdperting periods.
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EFFECTS OF INFLATION

The impact of inflation on a financial institutialiffers significantly from that of an industrial mpany in that virtually all assets and liabilit
of a bank are monetary in nature. Monetary itemsh s cash, loans, and deposits, are those asskligbilities that are or will be converted
into a fixed number of dollars regardless of priddanagement of the Company believes the impaiftflation on financial results depends
upon the Company's ability to react to changestigrést rates. Interest rates do not necessariyenmothe same direction, or at the same
magnitude, as the prices of other goods and seniidanagement seeks to manage the relationshigbatinterest-sensitive assets and
liabilities in order to protect against wide fluations in earnings, including those resulting frioterest rate changes and from inflation.

EFFECTS OF NEW ACCOUNTING PRINCIPLES

As of January 1, 1997, the Company adopted FinbAcizounting Standards Board Statement No. 125¢cbating for Transfers and
Servicing of Financial Assets and Extinguishmeiftsiabilities" (Statement No. 125). Statement N@51s effective for transfers and
servicing of financial assets and extinguishmehtmbilities occurring after December 31, 1996das to be applied prospectively. Statement
No. 125 provides accounting and reporting standfndgansfers and servicing of financial assets extinguishments of liabilities based
consistent application of a financial componenisraach that focuses on control. It distinguishasgfers of financial assets that are sales
from transfers that are secured borrowings. Manageémi the Company does not expect that adoptid@tatEment No. 125 will have a
material impact on the Company's financial positi@sults of operations or liquidity.
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CORPORATE INFORMATION & LOCATIONS

CORPORATE INFORMATION

PUBLIC TRADING AND MARKET SYMBOL
The Company's Common Stock is traded on the Nalsdéignal MarketSM under the symbol WTFC. The stabkreviation appears as
"WINTRSTFNL" in the Wall Street Journal.

ANNUAL MEETING OF SHAREHOLDERS
May 22, 1997

Gorton Community Center

400 East lllinois Road

Lake Forest, lllinois

6:00 P.M.

FORM 10-K

The Form 10-K Annual Report to the Securities ardiange Commission will be available to holdersezrd upon written request to the
Secretary of the Company. The information is alszilable on the Internet at the Securities and Brgle Commission's website. The address
for the web site is:

http://www.sec.gov.

TRANSFER AGENT

lllinois Stock Transfer Company
223 West Jackson Boulevard
Suite 1210

Chicago, lllinois 60606
Telephone: (312) 427-2953
Facsimile: (312) 427-2879

MARKET MAKERS FOR WINTRUST FINANCIAL CORPORATION
COMMON STOCK

EVEREN Securities, Inc.

Howe Barnes Investments, Inc.

PaineWebber, Inc.

Principal Financial Services, Inc.

William Blair & Co.

LOCATIONS

WINTRUST FINANCIAL CORPORATION
727 North Bank Lane

Lake Forest, IL 60045

(847) 615-4096

LAKE FOREST BANK
& TRUST COMPANY

Lake Forest Locations

Main Bank

727 North Bank Lane
Lake Forest, IL 60045
(847) 234-2882

Drive-thru
780 North Bank Lane
Lake Forest, IL 60045

West Lake Forest

810 South Waukegan Avenue
Lake Forest, IL 60045

(847) 615-4080

West Lake Forest Driv-thru
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Lake Forest, IL 60045
(847) 615-4097

Lake Bluff Location

103 East Scranton Avenue
Lake Bluff, IL 60044

(847) 615-4060

HINSDALE BANK

& TRUST COMPANY
Hinsdale Locations
Main Bank

25 East First Street
Hinsdale, IL 60521
(630) 323-4404

Drive-thru

130 West Chestnut
Hinsdale, IL 60521
(630) 655-8025

Clarendon Hills Location
200 West Burlington Avenue
Clarendon Hills, IL 60514
(630) 323-1240

NORTH SHORE COMMUNITY BANK
& TRUST COMPANY

Wilmette Locations
Main Bank

1145 Wilmette Avenue
Wilmette, IL 60091
(847) 853-1145

Drive-thru
720 12th Street
Wilmette, IL 60091

Glencoe Location
362 Park Avenue
Glencoe, 1L60022
(847) 835-1700

Winnetka Location
794 Oak Street
Winnetka, IL 60093
(847) 441-2265

LIBERTYVILLE BANK
& TRUST COMPANY

Main Bank

507 North Milwaukee Avenue
Libertyville, IL 60048

(847) 367-6800

Drive-thru

201 Hurlburt Court
Libertyville, IL 60048
(847) 247-4045

BARRINGTON BANK



& TRUST COMPANY

Main Bank

202 South Cook Street
Barrington, IL 60010
(847) 842-7970

FIRST PREMIUM SERVICES, INC.
520 Lake Cook Road

Suite 300

Deerfield, IL 60015

(847) 37-3000



EXHIBIT 10.29
FIRST AMENDMENT TO
LOAN AGREEMENT

THIS FIRST AMENDMENT TO LOAN AGREEMENT dated as bfarch 1, 1997 (this "Amendment"), is between WINTRU
FINANCIAL CORPORATION, an lllinois corporation (tH&orrower"), and LASALLE NATIONAL BANK, a nationabanking association
(the "Bank").

WITNESSETH:
WHEREAS, the Borrower and the Bank entered intmarLAgreement dated as of September 1, 1996 (theebinent"); and
WHEREAS, the Borrower and the Bank desire to antkadAgreement as more fully described herein.

NOW, THEREFORE, in consideration of the premised @ther good and valuable consideration, the réesig adequacy of which a
hereby acknowledged, the parties hereto agredlas/fo

1. DEFINITIONS. All capitalized terms used hereiitheut definition shall have the respective meanisgt forth in the Agreement.
2. AMENDMENTS TO THE AGREEMENT.

2.1 Amendment to Section 3 (a) of the Agreement.
Section 3 (a) of the Agreement is hereby amended tiee date hereof by deleting it in its entiratyd replacing it with the following:

"(a) Interest on amounts outstanding under the Niotd be payable quarterly, in arrears, commencm{larch 1, 1997 and continuing on
first day of each June, September, December andhivtbereafter. A final payment of all outstandimgoaints due under the Note including,
but not limited to principal, interest and any amisuowing under Subsection 10 (m) of this Agreemiémiot payable earlier, shall be due and
payable on September 1, 1997. The amounts outsuodider the Note from time to time shall bearredé calculated on the actual numbe
days elapsed on the basis of a 360 day yearat @qual, at the Borrower's option, to eithetife)London Inter-Bank Offered Rate
("LIBOR") plus 125 basis points, or (b) the Primat& (whichever is so selected, the "Interest R4te")

3. WARRANTIES. To induce the Bank to enter intssthimendment, the Borrower warrants that:

3.1 Authorization. The Borrower is duly authorizecexecute and deliver this Amendment and is aticcautinue to be duly authorized to
borrow monies under the Agreement, and amended¥eaad to perform its obligations under the Agreatnas amended herel



3.2 No Conflicts. The execution and delivery ostAimendment and the performance by the Borrowés abligations under the Agreement,
as amended hereby, do not and will not conflichwity provision of law or of the charter or by-lasighe Borrower or of any agreement
binding upon the Borrower.

3.3 Validity and Binding Effect. The Agreement,aasended hereby, is a legal valid and binding obbgeof the Borrower, enforceable
against the Borrower in accordance with its terexsept as enforceable against the Borrower in dacme with its terms, except as
enforceability may be limited by bankruptcy, insahey or other similar laws of general applicatiffiecting the enforcement of creditors'
rights or by general principals of equity limititlge availability of equitable remedies.

3.4 No Default. As of the date hereof, no EveriDefault under Section 9 of the Agreement, as ambgiehis Amendment, or event or
condition which, with the giving of notice or thagsage of time, shall constitute an Event of Dé&faak occurred or is continuing.

3.5 Warranties. As of the date hereof, the reptasens and warranties in Section 5 of the Agredgraemtrue and correct as though made on
such date, except for such changes as are spégifieamitted under the Agreement.

4. CONDITIONS PRECEDENT. This Amendment shall beeagffective as of the date above first writtenraféeeipt by the Bank of the
following documents:

(a) This Amendment duly executed by the Borrowed a

(b) Such other documents and instruments as thk B@msonably requests.
5. GENERAL.

5.1 Law. This Amendment shall be construed in at@oce with

and governed by the laws of the State of lllinois.

5.2 Successors. This Amendment shall be binding tipe Borrower and the Bank and their respectiveessors and assigns, and shall inure
to the benefit of the Borrower and the Bank andr tfespective successors and assigns.

5.3 Confirmation of the Agreement. Except as amdraeby, the Agreement shall remain in full foapel effect and is hereby ratified and
confirmed in all respects.

LASALLE NATIONAL BANK WINTRUST FINANCIAL CORPORATIO N

By: By: Its:
Its:




ARTICLE 9

This schedule contains summary financial infornragatracted from the annual audited financial statets of Wintrust Financial
Corporation for the year ended December 21, 1996 jsqualified in its entirety by reference to Bdinancial statements

CIK: 0001015328
NAME: Wintrust Financial Corporation

MULTIPLIER: 1,000

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END DEC 31 199
CASH 36,58!
INT BEARING DEPOSITS 18,73:
FED FUNDS SOLL 38,83t
TRADING ASSETS 0
INVESTMENTS HELD FOR SALE 69,381
INVESTMENTS CARRYING 5,001
INVESTMENTS MARKET 4,91
LOANS 492 54¢
ALLOWANCE 3,63¢
TOTAL ASSETS 706,03
DEPOSITS 618,02¢
SHORT TERM 7,05¢
LIABILITIES OTHER 16,27:
LONG TERM 22,05]
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 6,60:
OTHER SE 36,01
TOTAL LIABILITIES AND EQUITY 706,03
INTEREST LOAN 30,63:
INTEREST INVEST 8,40¢
INTEREST OTHER 0
INTEREST TOTAL 39,03
INTEREST DEPOSIT1 22,76(
INTEREST EXPENSE 1,39¢
INTEREST INCOME NET 14,88:
LOAN LOSSES 1,93¢
SECURITIES GAINS 18
EXPENSE OTHEF 22,76:
INCOME PRETAX (2,283
INCOME PRE EXTRAORDINARY (973
EXTRAORDINARY 0
CHANGES 0
NET INCOME (973
EPS PRIMARY (0.16
EPS DILUTED (0.16
YIELD ACTUAL 2.91
LOANS NON 1,68¢
LOANS PAST 1,781
LOANS TROUBLED 0
LOANS PROBLEM 1,10C
ALLOWANCE OPEN 2,76:
CHARGE OFF¢ (1,103
RECOVERIES 41
ALLOWANCE CLOSE 3,63¢
ALLOWANCE DOMESTIC 2,28(
ALLOWANCE FOREIGN 0
ALLOWANCE UNALLOCATED 1,35¢
End of Filing
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