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PART |
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$l.1 billion at December 31, 1997. The Compargages 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"); Lilgeitte Bank and Trust Company
("Libertyville Bank"); Barrington Bank and Trust @pany, N.A. ("Barrington Bank"); Crystal Lake Ba&KTrust Company, N.A. ("Crystal
Lake Bank"); and First Insurance Funding Corporafit-IFC") (formerly known as First Premium Sendcénc.). FIFC is a wholly owned
subsidiary of Crabtree Capital Corporation whicwislly owner by Wintrust.

Through its banking subsidiaries, Lake Forest Batiksdale Bank, North Shore Bank, Libertyville BaBarrington Bank and Crystal Lake
Bank (collectively, the "Banks"), the Company pi®s community-oriented, personal and commerciagkibgrservices in affluent suburbs of
Chicago, lllinois. Through FIFC, the Company ighe business of originating commercial insuraneum finance loans on a national
basis, the majority of which are currently purcliabg the Banks.

Effective September 1, 1996, pursuant to the teasreorganization 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 siagisl (other than Barrington Bank and Crystal LBa&k which were opened in
December 1996 and December 1997, respectivelyd. result of the transaction, the Company (formkngwn as North Shore Community
Bancorp, Inc., the name of which was changed tot\¥h Financial Corporation in connection with teerganization) became the parent
holding company of each of the separate busineasdshe shareholders and warrant holders of eiitte separate holding companies
exchanged their shares for Common Stock and tresiramts for a combination of shares of Common StotkWarrants of the Company (!
"Reorganization”). The Reorganization was accoufdeds a pooling-of-interests transaction andpetiagly, the Company's financial
statements have been restated on a combined asdliciated basis to give retroactive effect to thmbined operations throughout the
reported historical periods.

As a larger, combined financial services compamy,Gompany expects to benefit from greater accefisancial and managerial resources
while maintaining its commitment to localized démsmaking and to its community banking philosoplklanagement also believes the
Company is positioned to compete more effectivath wther larger and more diversified banks, baokling companies and other financial
services companies as it pursues its growth syategugh additional branch openings and de novik llarmations, potential acquisitions or
start-ups of specialized finance companies and @tkgansion.
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BANKING SUBSIDIARIES

The Company provides banking and financial servioesdividuals, small businesses, local governmlamtits 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 deposiducts targeted to specific market segments.Bemks offer home equity, home
mortgage, real estate and commercial loans, sgiesétdacilities, trust services and other innovaiind traditional services specially tailored
to meet the needs of customers in their markesarea

Each of the Banks was founded as a de novo bakganization (i.e., started new) within the lasteseyears. The organizational efforts
began in 1991, when a group of experienced bardtetdocal business people identified an unfillezheiin the Chicago metropolitan area
retail banking market. As large banks acquired Enahes and personal service was subjected twtdaton strategies, the opportunity
increased in affluent suburbs for locally owned apdrated, highly personal service-oriented bafksa result, Lake Forest Bank was
founded in December 1991 to service the Lake Famedt ake Bluff communities. A Lake Bluff branchtbfs bank was opened in 1994. In
1993, Hinsdale Bank was opened to service the canitias of Hinsdale and Burr Ridge. Hinsdale Bantaklshed branch facilities in
Clarendon Hills and Western Springs in 1996 and7188spectively. In 1994, North Shore Community IBamas started in order to service
Wilmette and Kenilworth. North Shore Bank openeangh facilities in Glencoe during 1995, and in Witka during 1996 to service
Winnetka and Northfield. In 1995, Libertyville Bamkas opened to service Libertyville, Vernon Hilledaviundelein. In December 1996,
Barrington Bank was opened to service the greageriyton/Inverness areas. In December 1997, Qriyatee Bank was opened to serve the
Crystal Lake/Cary communities. All Banks are inslibg the Federal Deposit Insurance Company ("FDHDY are subject to regulation,
supervision and regular examination by the lllindiate Office of Banks and Real Estate, the FedReakrve Bank and the Office of the
Comptroller of Currency.

NON-BANKING SUBSIDIARIES

FIFC commenced operations approximately seven yggrand is headquartered in Deerfield, lllinoias&d on limited industry data
available in certain state regulatory filings anB®& management's experience in and knowledge ghdmmium finance industry, managen
estimates that, ranked by loan origination voluFIEC is one of the top 10 premium finance compaajesrating in the United States. Loans
are originated by FIFC's own sales force, workirighvinedium and large insurance agents and brokessighout the United States. Insura
premiums are financed primarily for commercial oasérs' purchase of property and casualty insurance.

FIFC is licensed or otherwise qualified to do besmas an insurance premium finance company iteéi@ssand the District of Columbia, and
has applied for licenses in two additional statégually all of its outstanding loans are commait@ccounts.
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COMPETITION

The Company competes in the commercial bankingsimguhrough the Banks in the communities eacheserVhe commercial banking
industry is highly competitive, and the Banks fat®ng direct competition for deposits, loans, atteer financial-related services. The Banks
compete directly in Cook, DuPage, Lake and McHeamynties with other commercial banks, thrifts, dredions, stockbrokers, and the
finance divisions of automobile companies. Som#he$se competitors are local, while others are wid&eor nationwide. The Banks have
developed a community banking and marketing styategkeeping with this strategy, the Banks prouiighly personalized and responsive
service characteristic of locally-owned and managstitutions. As such, the Banks compete for depgsincipally by offering depositors a
variety of deposit programs, convenient office tamas, hours and other services, and for loan waigons primarily through the interest rates
and loan fees they charge, the efficiency and tyuaefiservices they provide to borrowers and theeba of their loan products. Some of the
financial institutions and financial services orgations with which the Banks compete are not sulifethe same degree of regulation as that
imposed on bank holding companies, lllinois bankingporations and national banking associationadifition, the larger banking
organizations have significantly greater resoutbas those that will be available to the BanksaAgsult, such competitors have advantages
over the Banks in providing certain non-deposiviees.

FIFC encounters intense competition from numerdherdirms, including a number of national commakgremium finance companies,
companies affiliated with insurance carriers, irglegent insurance brokers who offer premium finasaeices, banks and other lending
institutions. Some of FIFC's competitors are la@ysd have greater financial and other resourcesiantetter known than FIFC.

FIFC believes that it offers better service anderf@xibility with regard to late payments and gglcancellations than affiliates of insurance
carriers, banks and other lending institutions.G-l®mpetes with these entities by emphasizing la leigel of knowledge of the insurance
industry, flexibility in structuring financing traactions, and the timely purchase of qualifyingtiamts. FIFC believes that its commitment to
account service also distinguishes it from its cetitprs. It is FIFC's policy to notify the insuranagent when an insured is in default and to
assist in collection, if requested by the agentthieoextent that affiliates of insurance carribemks, and other lending institutions add greater
service and flexibility to their financing practee the future, the Company's operations coulddwersely affected. There can be no
assurance that FIFC will be able to continue to pet® successfully in its markets.

EMPLOYEES

At December 31, 1997, the Company and subsidiangdoyed a total of 262 full-time-equivalent persptonsisting of 98 executives,
management and supervisory personnel and 164 alernaployees. The Company and the Banks provideg¢h®loyees with comprehensi
medical and dental plans, life insurance plans,4Hdk) plans. The Company considers its relatigmealith employees to be good.
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SUPERVISION AND REGULATION

Bank holding companies and banks are extensivglylated under federal and state law. Referencesruhis heading to applicable statutes
or regulations are brief summaries of portionsa@bé&which 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, imatuthe Company and the Banks. However, manageisi@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.

BANK HOLDING COMPANY REGULATION

The Company is registered as a "bank holding cogipaith the Federal Reserve and, accordingly, lgestt to supervision by the Federal
Reserve under the Bank Holding Company Act (thekBaolding Company Act and the regulations issuedtehnder, are collectively the
"BHC Act"). The Company is required to file withetlrederal Reserve periodic reports and such additioformation as the Federal Reserve
may require pursuant to the BHC Act. The FederaeRee examines the Company and may examine thesBank

The BHC Act requires prior Federal Reserve appriwalamong other things, the acquisition by a baokling company of direct or indirect
ownership or control of more than five percenthaf voting shares or substantially all the assetgfbank or bank holding company, or fc
merger or consolidation of a bank holding compaith @nother bank holding company. With certain @toms, the BHC Act prohibits a
bank holding company from acquiring direct or iedirownership or control of voting shares of anppany 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 acquir@nest in a company that engages in
activities which the Federal Reserve has determimgdegulation or order, to be so closely reldatedanking or managing or controlling
banks as to be a proper incident thereto, suclvaig and operating the premium finance businesslwcted by FIFC. Under the BHC Act
and Federal Reserve regulations, the Company anBahks are prohibited from engaging in certaifirtiarrangements in connection with
extension of credit, lease, sale of property, oni&hing of services.

Any person, including associates and affiliatearad groups acting in concert with such person, pirahases or subscribes for five percent
or more of the Company's Common Stock may be reduo obtain prior approval of the lllinois Comni@seer and the Federal Reserve.
Under the lllinois Banking Act, any person who #hedfter acquires stock of the Company such thattiésest exceeds ten percent of the
Company, may be required to obtain the prior apgirof’the lllinois Commissioner and under the ChaimgBank Control Act, a person may
be required to obtain the prior regulatory apprafahe FDIC or OCC, in the case of Barrington Bankl Crystal Lake Bank, and the Fed:
Reserve before acquiring the power to directlyndirectly direct the management, operations orcjesdiof the Company or the Banks or
before acquiring control of 25 percent or moremyf alass of the Company's or Banks' outstandinmgattock.
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In addition, any Company, partnership, trust oamiged group that acquires a controlling inteneshe Company or the Banks may have to
obtain approval of the Federal Reserve to becobrenk holding company and thereafter be subjeadalation as such.

It is the policy of the Federal Reserve that thenfany 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 osider itself able to do so.

The Federal Reserve has risk-based capital regairenfor assessing bank holding company capitajuweat®y. These standards define
regulatory capital and establish minimum capitahdtards in relation to assets and off-balance sheetsures, as adjusted for credit risks.
Under the Federal Reserve's risksed guidelines, capital is classified into twtegaries. For bank holding companies, Tier 1 oréteapita
consists of common shareholders' equity, perpgngdérred stock (subject to certain limitationsyl aninority interests in the common equity
accounts of consolidated subsidiaries, and is mdlby goodwill, certain other intangible assets egrtiain investments in other companies
("Tier 1 Capital"). Tier 2 capital consists of thkkowance for loan and lease losses (subject taioeronditions and limitations), perpetual
preferred stock, "hybrid capital instruments," pgal debt and mandatory convertible debt secsritind term subordinated debt and
intermediate-term preferred stock.

Under the Federal Reserve's capital guidelines hafiling companies are required to maintain a mimh ratio of qualifying capital to risk-
weighted assets of 8.0%, of which at least 4.0%t fpesn the form of Tier 1 Capital. The Federal &es 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 organizatidmsddition, the Federal Reserve continues to cienghe Tier 1 leverage ratio in evaluating
proposals for expansion or new activities.

In its capital adequacy guidelines, the FederaEResemphasizes that the foregoing standards pex\dsory minimums and that banking
organizations generally are expected to operatealele the minimum ratios. These guidelines atswige that banking organizations
experiencing internal growth or making acquisitiovib be expected to maintain strong capital posis substantially above the minimum
levels.
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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 and Crystal Lake Bargsubject to supervision and examination bya&€ pursuant to the National Bank
Act and regulations promulgated thereunder. EacheBanks is a member of the Federal Reserve Badkas such, is also subject to
examination by the Federal Reserve.

The deposits of the Banks are insured by the Basltirance 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 requited 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 Bank @rystal Lake Bank) approve any merger and/or @itegion by or with an insured
bank, as well as the establishment or relocaticamgfbank or branch office. The FDIC also supess/sampliance with the provisions of
federal law and regulations which place restriion loans by FDIC-insured banks to their directexgcutive officers and other controlling
persons.

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.

Banks located in Illinois had traditionally beestrected as to the number and geographic locatidmanches which they could establish. The
lllinois Banking Act was amended in June 1993, heaveto eliminate such branching restrictions. Adaagly, banks located in lllinois are
now permitted to establish branches anywhereiimoif without regard to the location of other bankain offices or the number of branches
previously maintained by the bank establishinglttanch.

FINANCIAL INSTITUTION REGULATION GENERALLY

Transactions with Affiliates. Transactions betweadmank and its holding company or other affilisaes 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 atuisti and all of its affiliates, and require
transactions with affiliates to be on terms compkr#o those for transactions with unaffiliatediges.
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Dividend Limitations. As a holding company, the GQmany is primarily dependent upon dividend distridns$ from its operating subsidiaries
for its income. Federal and state statutes andaggus impose restrictions on the payment of dimidls by the Company and the Banks.

Federal Reserve policy provides that a bank holdergpany should not pay dividends unless (i) thekbbelding company's net income over
the prior year is sufficient to fully fund the did@nds and (ii) the prospective rate of earningant&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 thigility of the Company to pay dividends. For exsénthe Company may not pay dividend:
its shareholders if, after giving effect to theidend, the Company would not be able to pay iteslab they become due. Since a major
potential source of the Company's revenue is divddeghe Company expects to receive from the BahksCompany's ability to pay
dividends is likely to be dependent on the amotinividends paid by the Banks. No assurance cagivin that the Banks will, in any
circumstances, pay dividends to the Company.

As lllinois state-chartered banks, none of LakeeBbBank, North Shore Bank, Hinsdale Bank nor Ltipgite Bank may pay dividends in an
amount greater than its current net profits afestutting losses and bad debts out of undividedtpnofovided that its surplus equals or
exceeds its capital. For the purpose of determitiiegamount of dividends that an lllinois bank npay, bad debts are defined as debts upon
which interest is past due and unpaid for a pesioglx months or more unless such debts are wellvsel and in the process of collection.
Furthermore, federal regulations also prohibit Begeral Reserve member bank, including each dB#mks, from declaring dividends in any
calendar year in excess of its net profit for teanplus the retained net profits for the precedivgyyears. Similarly, as national associations,
Barrington Bank and Crystal Lake Bank may not dectiividends in any year in excess of its net pfofi the year plus the retained net
profits for the preceding two years. Furthermadne, ®CC may, after notice and opportunity for hegrprohibit the payment of a dividend by
a national bank if it determines that such paymemild constitute 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@onagpany Improvements Act of 1991
("FDICIA"), as described below. The right of ther@pany, its shareholders and its creditors to ppete 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, asnded by FDICIA and the Riegle Community Developtraerd Regulatory
Improvement Act of 1994 requires the Federal Resdngether with the other federal bank regulatmgncies, to prescribe standards of
safety and soundness, by regulations or guidelheéatjng generally to operations and managemssgtagrowth, asset quality, earnings,
stock valuation, and compensation. The FederaliResthe OCC and the federal bank regulatory agsrtave adopted, effective August 9,
1995, a set of
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guidelines prescribing safety and soundness stdagamrsuant to FDICIA, as amended. The guidelistabéish general standards relating to
internal controls and information systems, interadit systems, loan documentation, credit undéngriinterest rate exposure, asset growth,
and compensation, fees and benefits. In genermbukdelines require, among other things, appropegstems and practices to identify and
manage the risks and exposures specified in ttdeljoes. The guidelines prohibit excessive comp@nsas an unsafe and unsound practice
and describe compensation as excessive when thendsrmaid are unreasonable or disproportionategaeérvices performed by an executive
officer, employee, director or principal shareholde addition, each of the Federal Reserve andD@GE€ adopted regulations that authorize,
but do not require, the Federal Reserve or the GS@he case may be, to order an institution thatteen given notice by the Federal Re

or the OCC, as the case may be, that it is nadfgatg any of such safety and soundness standarsigimit a compliance plan. If, after being
so notified, an institution fails to submit an gotable compliance plan or fails in any materiapexs to implement an accepted compliance
plan, the Federal Reserve or the OCC, as the cagdoa) must issue an order directing action toembthe deficiency and may issue an order
directing other actions of the types to which ademapitalized association is subject under thertymt corrective action” provisions of
FDICIA. If an institution fails to comply with sucéin order, the Federal Reserve or the OCC, asaberay be, may seek to enforce such
order in judicial proceedings and to impose civiimay penalties. The Federal Reserve, the OCC anathier federal bank regulatory
agencies also proposed guidelines for asset qualidyearnings 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 deposiiunts; uniform regulations for extensions of @redcured by real estate; restrictions on
activities of and investments by state-charteratkbamodification of accounting standards to comféo 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 riegors; increased penalties in making or failindilm assessment reports with the FDIC;
greater restrictions on extensions of credit tears, officers and principal shareholders; adeiased reporting requirements on agricull
loans and loans to small businesses.

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 adgagqia 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 Reser&DIC, the OCC and other federal banking
agencies also have adopted a joint agency polidgrsient 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 lerpocated into the banks' overall risk managematimg and used to determine the
effectiveness of management.
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Prompt Corrective Action. FDICIA requires the fealdsanking regulators, including the Federal Reseitve OCC and the FDIC, to take
prompt corrective action with respect to deposiiostitutions that fall below certain capital stands and prohibits any depository institution
from making any capital distribution that would salit to be undercapitalized. Institutions thatraseadequately capitalized may be subject
to a variety of supervisory actions including, hot limited to, restrictions on growth, investmaeuwtivities, capital distributions and affiliate
transactions and will be required to submit a @péstoration plan which, to be accepted by th@letors, must be guaranteed in part by any
company having control of the institution (suchtaes Company). In other respects, FDICIA providessithanced supervisory authority,
including greater authority for the appointmenaafonservator or receiver for under-capitalizetitinsons. The capital-based prompt
corrective action provisions of FDICIA and theirglamenting regulations apply to FDIC-insured defmogiinstitutions. However, federal
banking agencies have indicated that, in reguldiengk holding companies, the agencies may takeopppte action at the holding company
level based on their assessment of the effectigeniesupervisory actions imposed upon subsidiasyred 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 inser&urtd. The FDIC has authority to raise or lowesegsment rates on insured deposits in
order to achieve certain designated reserve ratithge insurance funds and to impose special anfditiassessments. The FDIC amended the
risk-based assessment system and on Decemberds,,ddbpted a new assessment rate schedule fonglFed deposits. The new
assessment rate schedule, effective with respéketeemiannual premium assessment beginning Jahua®96, provides for an assessment
range of zero to 0.27% (subject to a $2,000 minipnahinsured deposits depending on capital andrsigmey factors. Each depository
institution is assigned to one of three capitabg® "well capitalized,” "adequately capitalized™ess than adequately capitalized." Within
each capital group, institutions are assigned todadrithree supervisory subgroups: "healthy," "suigery concern” or "substantial supervisi
concern." Accordingly, there are nine combinatiohsapital groups and supervisory subgroups to wharying assessment rates would be
applicable. An institution's assessment rate depenahe capital category and supervisory catetgowhich it is assigned.

Deposit insurance may be terminated by the FDIGuptinding that an institution has engaged in t;sa unsound practices, is in an unsafe
or unsound condition to continue operations onhalsited any applicable law, regulation, rule, ardecondition imposed by the FDIC. The
management of each of the Banks does not know i&gfige, condition or violation that might leadtéwmination of deposit insurance.

The Economic Growth and Regulatory Paperwork Redni&ct 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 assesstoqmy interest on the FICO Bonds, BIF deposit$ vélassessed at a rate of 20.0% o
assessment rate applicable to SAIF deposits uetiebhber 31,
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1999. After the earlier of December 31, 1999 ordhte on which the last savings association cdasesst, full pro rata sharing of FICO
assessments will begin. It has been estimatedtbattes of assessment for the payment of interediie FICO Bonds will be approximately
1.3 basis points for BIF-assessable deposits apiebrimnately 6.4 basis points for SABSsessable deposits. The payment of the assessr
pay interest on the FICO Bonds should not matgraffect 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 $44.9 milliorahsaction accounts plus 10.0% on the remairfder first $4.4 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 aip@r of such institution, to help meet the credieds of its entire community, including
low- and moderate-income neighborhoods. The CR/A 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 ether 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 discl@saf their CRA ratings. Each of the Banks receilgatisfactory” ratings from the FDIC on
their most recent CRA performance evaluations. #Ab@ date of this report, Barrington Bank and @lkake Bank have not undergone 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 proposesteay would focus on three tests: (i) a
lending test, to evaluate the institution's reamfrchaking 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 evallseéristitution's delivery of services through itarches, ATMs and other offices. The amended
CRA regulations also clarify how an institution'B& performance would be considered in the applbcagirocess.
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Brokered Deposits. Well-capitalized institutions aot subject to limitations on brokered depositsije an adequately capitalized institution
is able to accept, renew or rollover brokered dipasly 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 to accept brokered
deposits and may use this funding source from tortane when management deems it appropriate fromsaet/liability management
perspective.

Enforcement Actions. Federal and state statutesemdations provide financial institution regulgt@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 imipositf a capital plan and capital directive to ieeeship, conservatorship or the
termination of deposit insurance.

Interstate Banking and Branching Legislation. Opt8mber 29, 1994, the Riegle-Neal Interstate Bankimd 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 acrtes® $sines subject to certain limitations. In adtdit under the Interstate Banking Act,
effective June 1, 1997, banks are permitted to exaiith one another across state lines and thenaageca main bank with branches in
separate states. After establishing branchestata through an interstate merger transactionné ban establish and acquire additional
branches at any location in the state where ank lmeolved in the interstate merger could haveldisthed or acquired branches under
applicable federal and state law.

MONETARY POLICY AND ECONOMIC CONDITIONS

The earnings of banks and bank holding compan&aféected by general economic conditions and laysiine fiscal and monetary policies
federal regulatory agencies, including the FedReserve. Through open market transactions, vangiiothe discount rate and the
establishment of reserve requirements, the FeBarsdrve exerts considerable influence over theasubtvailability of funds obtainable for
lending or investing.

The above monetary and fiscal policies and regyltilanges in interest rates have affected the tipgnrsults of all commercial banks in the
past and are expected to do so in the future. EBmk8and their respective holding companies cafufigtpredict the nature or the extent of
any effects which fiscal or monetary policies mayd on their business and earnings.

SUPPLEMENTAL STATISTICAL DATA

Pages 1, 30 and 31 of the Annual Report to Shaleh®hnd pages 13-23 of this Report contain suppitahstatistical 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 Raial Statements and notes thereto, and Managenigistussion and Analysis which i
contained in its 1997 Annual Report to Shareholfierd herewith as Exhibit 13.1 and incorporatedelie by reference.
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QUANTITATIVE AND QUALITATIVE DISCLOSURES OF MARKET  RISK

As a continuing part of its financial strategy, tbempany attempts to manage the impact of fluainatin market interest rates on its net
interest income. This effort entails providing asenable 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 Boairectors. The policy establishes guidelinesdoceptable limits on the sensitivity of
the market value of assets and liabilities to clearig interest rates.

Derivative Financial Instruments:

One method utilized by financial institutions tmit market risk is to enter into derivative finaalcinstruments. A derivative financial
instrument includes interest rate swaps, integsteaps and floors, futures, forwards, option remt$ and other financial instruments with
similar characteristics. The Company currently hatsentered into any such derivative financialrmstents but may enter into such
instruments in the future to manage its market pisitions.

Commitments To Extend Credit And Standby LettersC@ddit:

In addition, the Company is a party to financiatimments with off-balance sheet risk in the noromairse of business to meet the financing
needs of its customers. These financial instrumiestade commitments to extend credit and standkipds of credit. These instruments
involve to varying degrees, elements of credit iterest rate risk in excess of the amount recaghia the consolidated statements of
condition. Commitments to extend credit are agregs® lend to a customer as long as there isolation on any condition established in
the contract. Commitments may require collatemaifithe borrower if deemed necessary by the Compadygenerally have a fixed
expiration date. Standby letters of credit are @iomthl commitments issued by the Banks to guaeattie performance of a customer to a
third party up to a specified amount and with sfieéérms and conditions. Commitments to extendliti@nd standby letters of credit are not
recorded as an asset or liability by the Comparty the instrument is exercised.

Interest Rate Sensitivity Analysis:

The Company's exposure to market risk is reviewed tegular basis by management and the boardeectats. The objective is to measure
the effect on net income and to adjust balancet eimekoff-balance sheet instruments to minimizeitherent risk while at the same time
maximize income. Tools used by management inclustaredard gap report and an rate simulation motetgby changes in net income are
measured in the event of various changes in irttesis indices. An institution with more assetsthiabilities repricing over a given time
frame is considered asset sensitive and will géigdyanefit from rising rates. The table on thddaling page illustrates the Company's
estimated interest rate sensitivity and periodid esmulative gap positions as calculated as of Béee 31, 1997.
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0-90
DAYS
ASSETS:
$ 373
Securities... 90
Interest-bearing bank deposits....... 40
Federal funds sold................... 60

Savings and money market............. 194
Time deposits.......ccccvcveereeene 249

Short term borrowings
Notes payable.....
Other liabilities....
Shareholders' equity.....

Total liabilities and
shareholders' equity.

Rate sensitive assets (RSA)............. 564

Rate sensitive liabilities (RSL)........

Cumulative gap
(GAP = RSA - RSL)

RSA/RSL
RSA/Total assets
RSL/Total assets....

GAP/Total assets
GAP/RSA

TIME TO MATURITY OR REPRICING

91-365 1-5 o} VER 5 TOTAL

DAYS YEARS Y EARS

(DOLLARS IN THOUSANDS)

,156 151,122 168,856 19,497 712,631
,106 2,819 10,057 3,953 106,935
,000 45,100 - - 85,100
836 - - - 60,836

- - - 87,898 87,898
,098 199,041 178,913 111,348 1,053,400
1301 - - - 83,301
896 - - 21,442 216,338
521 205,658 96,767 66,116 618,062
493 - - - 35,493
402 - - - 20,402

- - - 11,014 11,014

- - - 68,790 68,790

205,658 96,767 167,362 1,053,400
613
,008 199,041 178,013 111,348
205,658 96,767 167,362

613
515) (26,132) 56,014 -
0.97 0.97 1.85
0.54 0.19 0.17
0.55 0.20 0.09
2% 2% 5%
(3)% (3)% 6%
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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 its exposure to changes ieshtates using many different interest ratesaies One interest rate scenario utilized
is to measure the percentage change in net incesugngng an instantaneous permanent parallel shifisi yield curve of 200 basis points,
both upward and downward. Utilizing this measurentemcept, the interest rate risk of the Comparpressed as a percentage change il
income over a two-year time horizon due to chamgésterest rates, at December 31, 1997, is agvisl

+200 BASIS  -200 BASIS
POINTS POINTS
Percentage change in net income due to an immediate 200 basis
point change in interest rates over a two-year time horizon 21.8% (21.6)%

SECURITIES PORTFOLIO

Tables presenting the carrying amounts and grassalired gains and losses for securities held-thtritg and available-fosale at Decemb:
31, 1997 and 1996 (in thousands) are included feyarce to page 16 and page 17 of the 1997 AnnefabiRto Shareholders and are
incorporated herein by reference.

Maturities of securities as of December 31, 199ayurity distribution are as follows (in thousands

Fed eral
Within From 1 From 5 to After Ag ency
1 Year to5years 10years 10years Banks stock Total
U.S. Treasury obligations $ 3,018 6,011 - - N/A 9,029
Federal agency obligations 11,201 - - - N/A 11,201
Other 78,706 4,046 - - N/A 82,752
Federal Agency Bank stock * N/A N/A N/A N/A 3 ,953 3,953
Total $92,925 10,057 - - 3 ,953 106,935

The weighted average yield for each range of mi@arof securities is shown below as of Decembel997:

Fed eral

Within From 1 From 5 to After Ag ency

1 Year to5years 10years 10years Banks stock Total
U.S. Treasury obligations 6.09% 5.22% - - - 5.51%
Federal agency obligations 5.59% - - - - 5.59%
Other 5.69% 5.73% - - - 5.69%
Federal Agency Bank stock * - - - - 6 .28% 6.28%
*- Includes stock of the Federal Reserve Bank and of the Federal Home Loan

Bank.
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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, 1997.

LOAN PORTFOLIO
Classification of Loans

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

December 31 1997 1996 1995 1994 1993
Commercial/commercial real estate $235,483 182,403 101,271 45,587 13,642
Home equity 116,147 87,303 54,592 26,244 13,090
Residential real estate 61,611 51,673 37,074 26,188 14,095
Premium finance 131,952 59,240 15,703 93,349 63,534
Indirect auto 139,296 91,211 37,323 - -
Installment 32,153 23,717 14,032 4,865 6,193
716,642 495,547 259,995 196,233 110,554
Less: Unearned finance charges 4,011 2,999 1,764 2,251 1,278
Total $712,631 492,548 258,231 193,982 109,276

Commercial and commercial real estate loans. Thawercial loan component is comprised primarily afnenercial real estate loans, lines
credit for working capital purposes, and term loBimghe acquisition of equipment. Commercial restate is predominantly owner occupied
and secured by a first mortgage lien and assignofarints on the property. Equipment loans are giyefully amortized over 24 to 60
months and secured by titles and/or U.C.C. filinerking capital lines are generally renewable atiguand supported by business assets,
personal guarantees and often some sort of addittmilateral. Commercial business lending is galheconsidered to involve a higher
degree of risk than traditional consumer bank legdirhe vast majority of commercial loans are maihkin the Banks' immediate market
areas. The increase can be attributed to additlmaraing facilities, an emphasis on business dgwetmt calling programs and superior
servicing of existing commercial loan customerschitias increased referrals.

In addition to the home mortgages originated byBheks' lending officers, the Company participatesmortgage warehouse lending by
providing interim funding to unaffiliated mortgabeokers to finance residential mortgages origindgduch brokers for sale into the
secondary market. The Company's loans to the nuetheokers 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 lfave been pre-approved for
purchase by third party end lenders who forwardwpayt directly to the Company upon their acceptaridmal loan documentation. In
addition, the Company may also provide interim fiiciag for packages of
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mortgage loans on a bulk basis in circumstancesenthe mortgage brokers desire to competitivelyabidimber of mortgages for sale as a
package in the secondary market. Typically, the gamy will serve as sole funding source for its mage warehouse lending customers
under short-term revolving credit agreements. Ant®anlvanced with respect to any particular mortgage usually required to be repaid
within 15 days. The Company has developed strolag@aships with a number of mortgage brokers amgkieking to expand its customer
base for this niche business.

The following table classifies the commercial |Igaontfolio category at December 31, 1997 by datetath the loans mature:

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

(IN THOUSANDS)
Commercial loans and commercial real

estate loans........cccocevuenne $ 142,641 74,228 16,938 233,807
Commercial paper.........c.c......... 1,676 - - 1,676
Premium finance loans................ 131,952 - - 131,952

Of those loans maturing after one year, $68.8 omlhave fixed rates.

Home equity loans. The Company's home equity lsadycts are generally structured as lines of cistitired 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 fieggements. 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 toquér specialized earning asset niches to augmengkrzeration within the Banks' target
markets, the Company finances fixed rate automaddéles funded indirectly through unaffiliated autdsile dealers. As of December 31,
1997, indirect auto loans comprised approximatély® of the Company's consumer loan portfolio. rectiautomobile loans are secured by
new and used automobiles and are generated byvankedf automobile dealers located in the Chicagaavith which the Company has
established relationships. These credits genehnalg an average initial balance of approximatel, 10 and have an original maturity of 36
to 60 months with the average actual maturity, eesalt of prepayments, estimated to be approximate40 months. The risk associated
with this portfolio is diversified amongst many imidiual borrowers. Management continually monittirs dealer relationships and the Banks
are not dependent on any one dealer as a soustelvioans. Like other consumer loans, the indmett loans are subject to the Banks'
stringent credit standards.

Residential real estate mortgages. The residestidlestate category includes one-to-four familystdble rate mortgages that have repricing
terms generally from one to three years, constiadbans to individuals, and bridge financing lofarsqualifying customers. The adjustable
rate mortgages are often non-agency conforming, ma&g terms based on differing indexes, and
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relate to properties located principally in the €lgjo metropolitan area or vacation homes owneddsl fesidents. Adjustable-rate mortgage
loans decrease, but do not eliminate, the riskscéted with changes in interest rates. Becaudedierand lifetime caps limit the interest ri
adjustments, the value of adjustable-rate mortdmayes fluctuates inversely with changes in interatds. In addition, as interest rates
increase, the required payments by the borroweeases, thus increasing the potential for defatk. Company does not generally originate
loans for its own portfolio with long-term fixedtes due to interest rate risk considerations. Hanehe Banks do accommodate customer
requests for fixed rate loans by originating artirepthe loans into the secondary market, in catioa with which the Company receives fee
income. A portion of the loans sold by the Banks e secondary market are to the Federal Natidioaigage Association (FNMA)
whereby the servicing of those loans is retaindm: dmount of loans serviced for FNMA as of Decen®igrl997 and 1996 were $56.3
million and $33.2 million, respectively. Other théne loans sold to FNMA with servicing retaineds thompany does not retain servicing on
residential real estate loans sold.

Premium finance loans. The Company internally oages premium finance loans at FIFC which genesallis them to the Banks; however,
in the past, FIFC has funded the loans through assarritization facilities. See "MANAGEMENT'S DISSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS -- lquidity and Capital Resources." All premium finathaans, however
financed, are subject to the Company's stringesdticstandards, and substantially all such loaesrade to commercial customers. The
Company rarely finances consumer insurance premiums

FIFC offers financing of approximately 80% of asunance premium primarily to commercial purchasérroperty and casualty and
liability insurance who desire to pay insurancengitans on an installment basis. The premium findoaa allows the insured to spread the
cost of the insurance policy over time. FIFC masktt financial services primarily by establishangd maintaining relationships with medi
and large insurance agents and brokers and byiraffarhigh degree of service and innovative praslUsénior management is significantly
involved in FIFC's marketing efforts, currently fmed almost exclusively on commercial accountsnk@ae originated by FIFC's own sales
force by working with insurance agents and brokiersughout the United States. As of December 327 1BIFC had the necessary licensing
and other regulatory approvals to do business istdfs and the District of Columbia and has aggbe licenses in two additional states.

In financing insurance premiums, the Company da¢sassume the risk of loss normally borne by insoeecarriers. Typically, the insured
buys an insurance policy from an independent immgagent or broker who offers financing through@IThe insured typically makes a
down payment of approximately 15% to 25% of thaltptemium and signs a premium finance agreemenh&balance due, which amount
FIFC disburses directly to the insurance carrigtsoagents to satisfy the unpaid premium amouné dverage inital balance of premium
finance loans is approximately $17,000 and avetage of the agreements is approximately 10 momthghe insurer earns the premium
ratably over the life of the policy, the unearnedtion of the premium secures payment of the baahe to FIFC by the insured. Under the
terms of the Company's standard form of financiogtiact, the Company has the power to cancel thaamce policy if there is a default in
the payment on the finance contract and to cotleztinearned portion of the premium from the insceacarrier. In the
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event of cancellation of a policy, the cash retdrimepayment of the unearned premium by the insshieuld be sufficient to cover the loan
balance and generally the interest and other chatge as well. The major risks inherent in thisetgplending are (1) the risk of fraud on the
part of an insurance agent whereby the agent ftaatly fails to forward funds to the insurance @aror to FIFC, as the case may be; (2) the
risk that the insurance carrier becomes insolvedtis unable to return unearned premiums relatéabtas in default; (3) for policies that are
subject to an audit by the insurance carrier @i@kers compensation policies where the insuraacger can audit the insured actual payroll
records), the risk that the initial underwritingtb& policy was such that the premium paid by tiseiied are not sufficient to cover the a entire
return premium in the event of default; and (4} the borrower is unable to ultimately satisfy thebt in the event the returned unearned
premium is insufficient to retire the debt. FIFGlestablished underwriting procedures to reduc@adhential of loss associated with the
aforementioned risks and has systems in placerttine@l monitor conditions that would indicate acriease in risk factors and to act on
situations where the Company's collateral positian jeopardy.

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 PORTFOLIO

For analysis and review of nonaccrual, past dueresitiuctured loans; other real estate owned; tiatgaroblem loans; and loan
concentrations reference is made to pages 40 anfiManagement's Discussion and Analysis of Firgrigiatements of the 1997 Annual
Report to Shareholders filed herewith as Exhibil.1@nd incorporated herein by reference.

Analysis of the Allowance for Possible Loan Losses (in thousands)
1997 1996 1995 1994 1993
Balance at beginning of period .................. $3,636 $2,763 $1,702 $1,357 $ 961

Loans charged-off

Residential real estate ...............c....... - - - - R

Commercial and commercial real estate ......... 307 22 - 20 -
Home equity .....cccceeveenieiiiiiiiees 13 140 25 - -
Premium finance ........ccccoveveeeeeeeeeee.. 1,126 207 247 40 5
Indirect auto ... 300 123 - - -
Other loans . 128 28 18 - -
Discontinued leasing operat 241 583 109 205 728

Total loans charged-offs .................... 2,115 1,103 399 265 733

Recoveries

Residential real estate .............c.c.co.... - - - - -
Commercial and commercial real estate ......... 17 - - - -
HOme equity ......cccocvevievinieiiiiee 62 - - - -
Premium finance ........ccccccocviieiinnns 77 24 30 3 2
Indirect auto ... 26 - - - -
Other loans 9 17 - - -
Discontinued leasing operations................ - - - - -

Total recoveries .........cccoevvvevennne 191 41 30 3 2
Net loans charged-off ............cccceenee. 1,924 1,062 369 262 731
Provision for possible loan losses ............ 3,404 1,935 1,430 607 1,127
Balance at the end of period .................. $5,116 $3,636 $2,763 $1,702 $1,357
Average total [0ans ...........ccoceeveeene $620,801 $347,076 $183,614 $148,209 $79,052

Allowance as percent of year-end total loans 0.72% 0.74% 1.07% 0.88% 1.24%

Net loans charged-off to average total loans 0.31% 0.31% 0.20% 0.18% 0.92%
Net loans charged-off to the provision for

possible loan losses 56.52% 54.88% 25.80 43.16% 64.86%
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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 (dollars in thousands):

Allocation of the Allowance for Loan Losses

DECEMBER 3 1, 1997 December 31, 1996 December 31, 1995
% OF LOANS % of loans % of loans
IN EACH in each in each
CATEGORY TO category to category to
AMOUNT TOTAL LOANS Amount total loans Amount total loans
Residential real estate ..... $ 43 9% $34 10% $ 26 14%
Commercial and
commercial real estate ... 1,490 33 996 37 1,044 39
Home equity ................. 580 16 402 18 282 21
Premium finance ............. 702 18 288 12 281 6
Indirect auto ....... . 679 19 432 18 190 15
Other loans .... . 218 5 128 5 49 5
Unallocated ................. 1,404 - 1,356 - 891 -
Total c.oeeeeviieeees $5,116 100% $3,636 100% $2,763 100%

The above allocation is made for analytical purgoftas not anticipated that charge-offs during ylear ending December 31, 1998 will
exceed the amount allocated to any individual aategf loan. For further review of the loan lossyision and the allowance for possible
loan losses reference is made to pages 40 andMardgement's Discussion and Analysis of Finargiatements of the 1997 Annual Report
to Shareholders filed herewith as Exhibit 13.1, emwdbrporated herein by reference.

Losses incurred during 1997 in the premium fingnoefolio exceeded the amount allocated to thadgmty as of December 31, 1996. When
the Company allowed the securitization facilityutowind in 1997, the losses inherent in the faciixgeeded management's estimates. During
1997, management implemented additional risk measent systems to assist in better identifying, @sting and quantifying potential los

in the premium finance portfolio and currently leeks that the allocation as of December 31, 1985aisonable.
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DEPOSITS

The following table sets forth the scheduled mégsiof time deposits in denominations of $100,00éhore at December 31, 1997 (in
thousands):

Maturing within 3 months ............ccccocoeeie $ 67,332
After 3 but within 6 months ...................... 37,451
After 6 but within 12 months ...................... 88,942
After 12 months ..., 39,865
Total oo $233,590

RETURN ON EQUITY AND ASSETS

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

Year Ended December 31 1997 1996 1995
Return on average total assets 0.56% 0.17)% 0 .40%
Return on average common shareholders' equity 7.88% (2.33)% 4 .66%
Dividend payout ratio 0.00% 0.00% 0 .00%
Average equity to average total assets 7.2% 7.4% 8.6%
Ending total risk based capital ratio 9.4% 8.0% 1 1.9%
Leverage ratio 6.6% 6.4% 8.5%

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 1997 Annual Report to Shatders filed herewith as Exhibit 13.1, and is irpmrated herein by reference.

ITEM 2. PROPERTIES

The Company's executive offices are located imth& bank facility of Lake Forest Bank. Lake ForBahk 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 frdme 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, a full service banking faciityl 03 East Scranton Avenue in Lake Bluff; a 2,4Q0are foot, a full service banking facility
on the west side of Lake Forest, lllinois at 81@itBdNVaukegan Road, and a drive-in and walk-up bapfacility at 911 S.
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Telegraph Road in the West Lake Forest Train Statiake Forest maintains automated teller machahesch of its locations except the 810
South Waukegan Road facility. Lake Forest Bankrmsffsite automated teller machines.

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

is located at 1145 Wilmette Avenue in downtown Wétte, lllinois. North Shore Bank also owns a needystructed 9,600 square foot drive-
in, walk-up banking facility at 720 12th Streetpagximately one block west of the main bankinglfgciNorth Shore Bank also leases a full
service banking facility at 362 Park Avenue in Gles, lllinois and a branch banking facility in Weatka, lllinois where it leases
approximately 4,000 square feet. Construction [zeted to be completed on a drive-in with ATM foe IGlencoe branch and a small facility
at 4th Street and Linden in Wilmette during theosecquarter of 1998. North Shore Bank maintainseraated teller machines at each of its
locations, except Winnetka, and has no offsite raated teller machines.

Hinsdale Bank currently has four physical bankiocations, all of which are owned. The main bankifsds a two story brick building
located at 25 East First Street in downtown Hinsdélinois. The 1,000 square foot drive-in, walg-banking facility at 130 West Chestnut is
approximately two blocks west of the main bankiagilfty. Hinsdale Bank also has full service bragglin Clarendon Hills and Western
Springs. The building in Clarendon Hills has appmately 6,000 square feet of which approximateB08,square feet are used for bank
purposes and the remainder is leased to unrelaitiég The building in Western Springs is a terapofacility containing approximately
1,500 square feet. A larger, permanent facilitMastern Springs is expected to be completed ithilhe quarter of 1998. Hinsdale Bank
maintains 5 ATM machines, one at each locatiorh wie exception of Clarendon Hills which has twinddale Bank has no offsite
automated teller machines.

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 @&22Hurlburt Court, approximately five blocks sowdkeof 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 bankomgation at 201 South Hough Street in Barringtdimdis which is a 12,700 square foot,
two story frame construction building that has #tached drive-through facility. Barrington Bank he® automated teller machines but no
offsite automated teller machines

Crystal Lake Bank's temporary location is a oneysbwiilding at 12 E. Crystal Lake Avenue in Crydtake, lllinois with approximately 1,0C
square feet of space. It has no automated tellehimes. Crystal Lake Bank has purchased propecstdal at 70 William Street in Crystal
Lake and has designed for new construction a tewy $trick structure. This building will serve asy8tal Lake Bank's main bank facility
when construction is completed, currently schedédedhe third quarter of 1998.
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FIFC's offices are located at 520 Lake Cook RoaiteS300, Deerfield, lllinois. FIFC leases approabtely 12,000 square feet of office space
at a cost of $27,000 per month under a eight-yedmine month lease expiring in the year 2000.

ITEM 3. LEGAL PROCEEDINGS

The Company and its subsidiaries from time to témesubject to pending and threatened legal aatioproceedings arising in the normal
course of business. Since the Banks act as depesitaf funds, they are from time to time namedefendants in various lawsuits (such as
garnishment proceedings) involving claims to theerghip of funds in particular accounts. Any sutibdtion currently pending is incidental
to such Bank's business and, based on informatioemtly available to management, management kasdithve 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!
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 persdhsrmthan those who are currently affilic
of the Company. Prior to March 13, 1997 the priatiparket for the Company's Common Stock was thee-the-counter (OTC) market
where bid and asked prices were quoted on the Ot Board. However, on March 13, 1997 the commtock began trading on The
Nasdaq National Market under the symbol WTFC. Rodhe Company's listing on The Nasdaq Nationalkdthere had not been acti
trading in the Common Stock. Prior to the CompaRgsrganization in September, 1996, there was tableshed public market for the
shares of the Company's predecessor companies.

The table on the following page sets forth the tagh low per share bid prices quoted for the ComB8tock during 1997 and the fourth
quarter of 1996, the first full quarterly period fohich there has been limited trading in the Comr8tock. Prior to March 13, 1997, the over-
the-counter market quotations reflected inter-deadiees, without retail mark-up, mark-down or coiesipn and may not have necessarily
represented actual transactions. Furthermoreh&périod from October 1, 1996 to October 18, 1988 for the Common Stock quotations
were being maintained by only one market maker.
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1 997 1996

HIGH LOW HIGH LOW
Fourth quarter $20.50 16.50 15.62 12.50
Third quarter $21.13 16.00 N/A N/A
Second quarter $17.25 14.00 N/A N/A
First quarter $16.00 14.25 N/A N/A

The low bid price for the fourth quarter of 1996sapuoted during the period at the beginning ofgiharter when there was only one market
maker maintaining quotations on the OTC BulletiraBb

APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS

As of February 28, 1998 there were approximate®@ jndividual holders of the Company's commonlstehich has no par value.

DIVIDENDS ON COMMON STOCK

The Company has not previously paid dividends ®d@mmon stock but rather has retained earninfgciiitate growth of the Company.
Because the Company's consolidated net incomestsitaigely of net income of the Banks and FIFE,Glompany's ability to pay dividends
depends upon its receipt of dividends from the Baaikd FIFC. The Banks' ability to pay dividendeegulated by banking statutes. See
"Financial Institution Regulation Generally - Dieidd Limitations" on page 8 of this Report. No cdslidends were paid to the Company by
the Banks during the years ended December 31, 1995 and 1995.

In addition, each of Libertyville Bank, Barringt®ank and Crystal Lake Bank is subject to additioeatrictions prohibiting the payment of
dividends by a de novo bank in its first three gezfroperations. The de novo periods will end fireltyville Bank, Barrington Bank and
Crystal Lake Bank in October 1998, December 19%b@cember 2000, respectively. In addition, thenpayt of dividends may be restrict
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, thempiag and financial condition of the Company atiteo factors. Reference is made to not
of the 1997 Annual Report to Shareholders, attatiseeto as Exhibit 13.1, which is incorporated eby reference for a description of the
restrictions on the ability of certain subsidiariegransfer funds to the Company in the form efdknds.
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RECENT SALES OF UNREGISTERED SECURITIES

The Company had no sales of unregistered secuoities than those securities previously disclosetié Company's quarterly reports on
Form 10-Q for the quarters ended March 31, 1997Jané 30, 1997.

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 referenidee remaining items required in response toitaia for the last five years are presented
as follows (in thousands):

1997 1996 1995 1994 1993
Net income (loss) from continuing
operations $ 4,846 $(973) $1,514 $(2,000) $(3,146)
Net income (loss) from continuing
operations per common share - basic 0.62 (0.16) 0.27 (0.50) (2.07)
Net income (loss) from continuing
operations per common share - diluted 0.60 (0.16) 0.24 (0.50) (2.07)

Preferred stock - - 503 503 503
Cash dividends declared per common share - - - - R

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 &w®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 Repdsttareholders. See pages 14 to 16 of this Repodidcussion of Item 7A, "Quantitative
and Qualitative Disclosers of Market Risk".

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 referefilso, 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

None
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PART 1lI
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 ZB8lunder 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 Statemeaudieun the caption "Executive
Compensation" and is incorporated herein by refaren

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 28, 1998.

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.
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PART IV
ITEM 14.EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AN D 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 th8718nnual Report to Shareholders,
attached hereto as Exhibit 13.1:

Page
Consolidated Statements of Condition 10
Consolidated Statements of Income 11
Consolidated Statements of Changes in Shareholders' Equity 12
Consolidated Statements of Cash Flows 13
Notes to Consolidated Financial Statements 14-26
Independent Auditors' Report 27

No schedules are required to be filed with thire}
3. Exhibits (Exhibits marked with a "*" denote mgeaent contracts or compensatory plans or arrangsine

3.1 Amended and Restated Articles of IncorporatibwWintrust Financial Corporation (incorporatedreyerence to Exhibit 3.1 of the
Company's Form S-1 Registration Statement (No Z&B9) filed with the Securities and Exchange Comimison 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) filechwfite Securities and Exchange Commission on Jyly{ 236).

10.1 $25 Million Revolving Loan Agreement betweeaSalle National Bank and Wintrust Financial Corpiora dated September 1, 1996
(incorporated by reference to Exhibit 10.1 of th@any's Form S-1 Registration Statement (No 33&298filed with the Securities and
Exchange Commission on December 24, 1996).

10.2 First Amendment to Loan Agreement between éttFinancial Corporation and LaSalle National Batated March 1, 1997.
(incorporated by reference to Exhibit 10.29 to Rargint's Form 10-K, filed with the Securities andBEange Commission on March 28,
1997).

10.3 Second Amendment to Loan Agreement betweenrMginFinancial Corporation and LaSalle NationahBadated March 1, 1997.
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10.4 Form of Wintrust Financial Corporation Warrawggreement (incorporated by reference to Exhibi2Go Amendment No. 1 to
Registrant's Form S-4 Registration Statement (I88-48645), filed with the Securities and Exchangen@ussion on July 22, 1996).*

10.5 Lake Forest Bank & Trust Company Lease foredtip facility located at the corner of Bank Lan&\&sconsin 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).

10.6 Lake Forest Bank & Trust Company Lease fokbapfacility located at 810 South Waukegan Roaakd Forest, lllinois (incorporated
by reference to Exhibit 10.6 to Amendment No. Ramgistrant's Form S-4 Registration Statement (I88:48645) filed with the Securities and
Exchange Commission on July 22, 1996).

10.7 Lake Forest Bank & Trust Company Lease foklanfacility located at 666 North Western Avenuake Forest, lllinois, dated July 19,
1991 and Amendment (incorporated by reference totiix10.6 to Amendment No. 1 to Registrant's F&m Registration Statement (No.
333-4645) filed with the Securities and Exchangen@ussion on July 22, 1996).

10.8 Lake Forest Bank & Trust Company Lease fokbanfacility located at 103 East Scranton Averieke Bluff, Illinois, dated Novemb:
1, 1994 (incorporated by reference to Exhibit 18.6mendment No. 1 to Registrant's Form S-4 Regfistn Statement (No. 333-4645) filed
with the Securities and Exchange Commission on 22)y1996).

10.9 North Shore Bank & Trust Company Lease fokbanfacility located at 362 Park Avenue, Glencddiemois, dated July 27, 1995
(incorporated by reference to Exhibit 10.6 to Ammedt No. 1 to Registrant's Form S-4 Registrati@tie®tent (No. 333-4645) filed with the
Securities and Exchange Commission on July 22,1996

10.10 North Shore Bank & Trust Company Lease foikbay facility located at 794 Oak Street, Winnetitiinois, dated June 16, 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

10.11 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).
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10.12 Real Estate Contract by and between Wolftyastments, Inc. and Amoco Oil Company, dated M&%, 1996, and amended as of

, 1996, relating to the purchase of ptppecated at 201 South Hough, Barrington, llliméincorporated 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).

10.13 Form of Employment Agreement (entered intwben the Company and each of Howard D. Adams,r@a&ai and Chief Executive
Officer, and Edward J. Wehmer, President) (incaoaped by reference to Exhibit 10.26 of the Compahgisn S1 Registration Statement (I
333-18699) filed with the Securities and Exchangen@ission on December 24, 1996). The Company ehtate Employment Agreements
with David A. Dykstra, Executive Vice President abdief Financial Officer, Robert F. Key, ExecutVM&e President-Marketing, and Lloyd
M. Bowden, Executive Vice President-Technology dgrl997 in substantially identical form to the dsthincorporated by reference herein
this Exhibit 10.13. *

10.14 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).

10.15 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).

10.16 Wintrust Financial Corporation 1997 Stockelmive Plan (incorporated by reference to Apperdof the Notice of the May 22, 1997
Annual Meeting of Shareholders and Proxy Stateroktite Company). *

10.17 Wintrust Financial Corporation Employee StBckchase Plan (incorporated by reference to Agpdhdf the Notice of the May 22,
1997 Annual Meeting of Shareholders and Proxy 8taté of the Company). *

13.1 Annual Report to Shareholders.
21.1 Subsidiaries of the Registrant.
23. Consent of Independent Auditors.
27.1 Financial Data Schedule.

(b) Reports on Form 8-K

None.
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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 25, 1998
Chief Executive O fficer
DAVID A. DYKSTRA DAVID A. DYKSTRA March 25, 1998

Executive Vice President & Chief Financial Offi¢@rincipal 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 March 25, 1998
Chairman of the B oard of Directors

EDWARD J. WEHMER EDWARD J. WEHMER March 25, 1998
President and Dir ector

ALAN W. ADAMS ALAN W. ADAMS March 25, 1998
Director

JOSEPH ALAIMO JOSEPH ALAIMO March 25, 1998
Director

PETER CRIST PETER CRIST March 25, 1998
Director

MAURICE F. DUNNE, JR. MAURICE F. DUNNE, JR. March 25, 1998
Director

WILLIAM C. GRAFT WILLIAM GRAFT March 25, 1998
pirector

KATHLEEN R. HORNE KATHLEEN R. HORNE March 25, 1998
Director

EUGENE HOTCHKISS il EUGENE HOTCHKISS 11l March 25, 1998
pirector
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JOHN S. LILLARD JOHN S. LILLARD March 25, 1998

Director

JAMES E. MAHONEY JAMES E. MAHONEY March 25, 1998
Director

JAMES B. MCCARTHY JAMES B. MCCARTHY March 25, 1998
Director

MARQUERITE SAVARD MCKENNA MARQUERITE SAVARD MCKENNA March 25, 1998

Director

ALBIN F. MOSCHNER ALBIN F. MOSCHNER March 25, 1998
Director

HOLLIS W. RADEMACHER HOLLIS W. RADEMAC HER March 25, 1998
Director

J. CHRISTOPHER REYES J. CHRISTOPHER RE YES March 25, 1998
Director

PETER RUSIN PETER RUSIN March 25, 1998
Director

JOHN N. SCHAPER JOHN N. SCHAPER March 25, 1998
Director

JOHN J. SCHORNACK JOHN J. SCHORNACK March 25, 1998
Director

JANE R. STEIN JANE R. STEIN March 25, 1998
Director

KATHARINE V. SYLVESTER KATHARINE V. SYLV ESTER March 25, 1998
Director

LEMUEL H. TATE, JR. LEMUEL H. TATE, J R. March 25, 1998
Director

LARRY WRIGHT LARRY WRIGHT March 25, 1998
Director
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YEARS ENDED DECEMBER 31,

1997 1996 1995 19 94 1993
(dollars in thousands, except per sha re data)
SELECTED FINANCIAL CONDITION DATA
(AT END OF PERIOD):
Total assets $1,053,400 $ 706,037 $470,890 $35 4,158  $ 188,590
Total deposits 917,701 618,029 405,658 22 1,985 98,264
Total loans 712,631 492,548 258,231 19 3,982 109,276
Notes payable 20,402 22,057 10,758 6,905 4,837
Total shareholders' equity 68,790 42,620 40,487 2 5,366 17,227
SELECTED STATEMENT OF OPERATIONS DATA:
Net interest income $ 26,772 $ 14,882 $ 9,700 $ 7,873 $ 4,355
Net income (loss)(1) 4,846 (973) 1,497 ( 2,236) (3,339)
Net income (loss) per common share-basic (1) 0.62 (0.16) 0.27 (0.56) (1.14)
Net income (loss) per common share-diluted (1) 0.60 (0.16) 0.24 (0.56) (1.14)
SELECTED FINANCIAL RATIOS AND OTHER DATA:
Performance Ratios:
Net interest margin 3.41% 2.91% 2.96% 3.35% 3.83%
Net interest spread 2.92% 2.40% 2.41% 3.07% 3.30%
Non-interest income to average assets 0.58% 1.34% 2.36% 0.57% 0.89%
Non-interest expense to average assets(1) 3.18% 4.05% 4.37% 4.14% 5.84%
Net overhead ratio(1) 2.60% 2.71% 2.01% 3.57% 4.95%
Return on average assets(1) 0.56% (0.17)% 0.40% (0.88)% (2.60)%
Return on average equity(1) 7.88% (2.33)% 4.66% ( 12.20)%  (25.40)%
Loan-to-deposit ratio 77.7% 79.7% 63.7% 87.4% 111.2%
Average interest-earning assets to
average interest-bearing liabilities 109.93% 110.73% 111.37% 10 6.61% 115.42%
Asset Quality Ratios:
Non-performing loans to total loans 0.59% 0.36% 0.74% 0.01% 0.00%
Non-performing assets to total assets 0.40% 0.25% 0.41% 0.01% 0.00%
Allowance for possible loan losses to:
Total loans 0.72% 0.74% 1.07% 0.88% 1.24%
Non-performing loans 121.64% 204.15% 143.91% N/M N/M
Other Data at end of period:
Number of:
Bank subsidiaries 6 5 4 3 2
Banking offices 17 14 11 5 3
(1) For the year ended December 31, 1996, the C ompany recorded nonrecurring

merger-related expenses of $891,000.
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TO THE SHAREHOLDERS OF WINTRUST
Welcome to your copy of Wintrust's second annugabre

This is the only time in our history when we'll ey able to say we're twice as old as we wereykeat And while we didn't double in size,
this report will show you that we did grow ratherressively since we became a publicly traded comfess than two years ago.

We continued to build shareholder value by creati@gnovo bank franchises, and we move closer tgoar of becoming a high performing
financial institution.

***x Asset Growth Bar Chart OMITTED ****
1997'S FINANCIAL HIGHLIGHTS.

You can see the details in the accompanying chadginancial statements, but the headlines arecésfy impressive when you view them
together. We did a lot of growing in 1997.

o Net income grew to $4.8 million from a loss 0789000 in 1996.

o Earnings per share increased to $.60 per sha@9in from ($.16) per share in 1996.
0 Assets grew 49% to $1.1 billion from $706 million

o Total loans increased from $493 million to $71i8iom, a gain of $220 million or 45%.
o Deposits grew from $618 million to $918 milliaor, 49%.

0 The number of deposit accounts grew by about 50%.

o Even including our new banks, non-interest exeemas a percent of assets declined from 4.0% i ®99.2% in 1997, which is lower than
peer group at 3.3%.

o A public offering of 1.4 million Wintrust commashares was completed (and oversubscribed), raasiveg $20.4 million of new capital.
0 Wintrust was listed on the Nasdaq National MaBgttem (WTFC).
o A new employee stock purchase plan and stocktiveeplan were approved by shareholders.
o Three new banking facilities were opened, brigghe total to 17.
o First Insurance Funding Corp. volume grew 26%r G @96.
**** Hinsdale Bank & Trust Main Bank Facility OMITT ED ****
A REMINDER OF WHO WE ARE, WHAT WE ARE AND WHERE WE ARE GOING.

By the end of 1997, Wintrust operated six de natar{ up) community banks in 17 locations in sorfihe most affluent suburban market:
the Chicago area, including Lake Forest, Lake Biffisdale, Clarendon Hills, Western Springs, WittmeWinnetka, Glencoe, Libertyville,
Barrington and Crystal Lake. The banks averagetlessthree years of age, with the average agh fafcilities being only 24 months. By
year end, total assets exceeded $1 billion, makigrust one of the fastest growing de novo bankipgrations ever in lllinois, if not in tt
Us.

Each of the banks is controlled by a strong, hamddecal board ranging in number from 15 to 25 rhern. The make-up of these boards
includes local business, religious and communigyléss, both men and women, with a wide range oértise and age.

Each bank is also managed locally by a team ofitadeprofessional bankers who average more thae@@® experience in the banking
business and who are deeply involved in their comities. Their experience and knowledge are keédrt
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bank’s success. But just as important, and whatlsemn apart from their colleagues in other baiskheir enthusiasm for, and their belief in,
community banking.

The non-bank part of Wintrust Financial is Firssurance Funding Corporation (formerly First Premisenvices, Inc.), believed to be the
eighth largest commercial insurance premium finagciompany in the U.S. First Insurance Funding Csinpres unique synergies with our
banks that allows it a competitive cost of fundargl the banks a controlled source of higher yigldlian assets.

WHAT IS A COMMUNITY BANK?
Community banking begins with the customer, withitivants and needs. It sounds simple, but mot<jast don't get it.

People want a bank where they're known by namerautk to feel welcome as soon as they come in tbe diere when somebody says,
"Can | help you?" they really want to help you; and

where no one ever has to pay a fee for usingertell

People want the kind of bank that will service thiemlife--where parents can take their kids tateabout banking and saving, and maybe
meet the bank's president; where older kids cahgjptall the way through college; where all ohmfly's financial events from the houser
checking account to trust and estate planningheilhs important to the bank as they are to thefamhere older folks can find security and
comfort in specially tailored senior products ardvices.

People want to keep it local. A bank's managememild live a local phone call away, and be involwath community events. The bank
should become an important part of the communip it solve its problems and plan for its future.

A bank should be a good neighbor, friendly, helgfiodl generous.
1997 WAS A VERY BUSY YEAR FOR OUR BANKS.

In 1997 we served customers over 50,000 cups ééedd wash down more than 100,000 cookies and)@5J0nut holes. Our Junior Savers
rode floats and marched in holiday parades througthe banking communities.

In the banks, we passed out pumpkins, potted plaigbees, mini footballs, flowers for Mom's dawlf balls and pocket knives for Pop's ¢
cool sunglasses, warm mittens, cuddly Beanie Batliesisands of lollipops, and bushels of dog btsciWe had Bike Days, Sundaes on
Saturdays, coloring contests and visits from Sanththe Easter Bunny.

What all this activity means is that people cante our banks and spent some time with us. And breyght the kids. It's what community
banking is all about.

By the way, our banks also sent hundreds of bagmoaf to local shelters and helped many local ¢iegrand community organizations with
donations and in-kind service.

WHAT ARE OUR FINANCIAL AND OTHER GOALS?
In our 1996 Annual Report we communicated thesg term financial goals:

o Net interest margin of 4 - 41/2% (interest incdnoen loans and securities less interest expenskepaosits and borrowings, as a percent of
average earning assets)

o Net overhead ratio of 1 1/2 - 2% (non-interegagse less non-interest income, as a percent tigyassets)
0 Return on assets of 1 1/2% (net income as a pieof@average assets)
o Return on equity of 20 -25% (net income as aquarof average shareholders' equity)

In 1997, Wintrust made significant improvementsdods all of these goals, despite having two banlkkeir first year of operation. If you
look at Wintrust's older, more mature banks, theyrauch closer to achieving these goals.

The oldest bank, Lake Forest Bank & Trust, is ggttiery close to these goals after its sixth yéaperation. The other
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mature banks--Hinsdale Bank & Trust (4 years olith whe average facility age of 23 months) and N&hore Community Bank & Trust (3
years old, with the average facility age of 27 rhai--are improving their margins and marching alorig #ame path towards higher
profitability.

The younger banks, Libertyville Bank & Trust (2 y®ald), Barrington Bank & Trust (1 year old), a@d/stal Lake Bank & Trust (three
months old) are still in their aggressive build ameest stage.

In last year's Annual Report we also said that \wated to:

o ldentify additional asset niches and expand iexjstiches,

o Institute aggressive First Insurance Funding Cgrpwth programs,

o Continue expansion to take advantage of undeedanarkets,

0 Expand trust services to additional bank locatitingenerate additional fee opportunities.
**** Net Overhead Ratio Trends Graph OMITTED ****

As you will see in the following pages, we haveauplished most all of these goals in 1997 witheékeeption of trust. Progress here will be
more closely identified with 1998. This will be agl example of an investment of shareholder fuhdswill pay off with significant
incremental fee volume a few years down the road.

OUR FIRST PUBLIC STOCK OFFERING.

In the first quarter of 1997, we successfully coated our "Subscription and Community Offering”. Atdled over 1,500 new shareholders,
most of which were current shareholders, bank owste and residents from the communities servedubypanks. Continuing our record, the
stock offering was over-subscribed, with approxiehaf..4 million shares sold versus our 1.3 millghrare goal, raising $20.3 million in net
capital.

We now have about 2,800 shareholders and 8.1 msl@ares of Wintrust stock outstanding. It is warbhing that most of our shareholders
live in the communities in which we operate and naws customers.

**** | oan Growth Bar Chart OMITTED ****
BANK OPENINGS.

The Community Bank of Western Springs (a brancHiokdale Bank & Trust) opened in late Novembereimporary quarters of only 2,600
square feet and quickly reached almost $14 miilioteposits by March, 1998. A new 15,000 squaré fiev main bank is under construct
in downtown Western Springs. We'll lease out 6,f@ of it as retail space.

Crystal Lake Bank & Trust Company, N.A., the siglhnovo bank, also opened in a temporary facifity,200 square feet (talk about hum
beginnings), three days before Christmas. Its asst/ exceed $20 million. A main bank building iler construction in the heart of
downtown Crystal Lake, and we also have optionkand for a parking lot and a drive-in facility.

**x*x Barrington Bank & Trust Main Bank Facility OMI  TTED ***
BUILDING FOR THE FUTURE.

In the first quarter, Lake Forest Bank & Trust opem new drive-thru/wallgp at the west Metra train station. We also ownpttoperty on th
north side of the street of our main bank facildy future growth three to five years from now.\Citpproval has been received for a 18,000
square foot addition to the main bank facility (eadl it Market North).

In addition to launching its Western Springs brardimsdale Bank & Trust opened in August a 15,0@ase foot addition to its main bank
facility, and in so doing reinvigorated an impottaart of the downtown area.
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**x% | ake Forest Bank & Trust Main Bank Facility OM ITTED ****

North Shore Community Bank & Trust expanded itsmfaiencoe office and also began construction af\ee-thru/walk-up facility in
downtown Glencoe that just opened in March, 199&1 & Wilmette, NSCB&T converted that village'stbigc "L" (elevated commuter rail)
station at 4th and Linden into a walk-in facilityat will open in April.

Barrington Bank & Trust was opened in December 6189d grew to $71 million in assets in its firsagen December, 1997, we opened a
new 13,000 square foot main facility that was caurgded in just seven months. The bank is now weit®way to $100 million in assets and
as well as making a profit.

A FEW GOOD PEOPLE...

We added 36 more employees in 1997 than we ha#ld6 (an increase of 16%), which is an amazinglyiloevease when you realize the
50% growth in the number of deposit accounts athahigas and figure in all of the new banks and addeitities.

Our total salary and benefits in 1997 at our baglsnbsidiaries were only 1.28% of average asset&rithan most of our peer group
members. That low percentage is even more impresgien you consider the average income and bepefité/intrust employee was
$54,000 compared to the peer group average of 836]Jhis provides evidence that fewer but more petide and efficient employees is a
sound strategy.

In management, we added two bank presidents aad Ainew database marketing officer. We also revaew directors, four of which are
women, bringing our director (Wintrust and subsiglibank directors) total up to 124. And, importgntke've entered into management
contracts with all top management officers.

***% Eirst Insurance Funding Corp Logo OMITTED ****
FIRST INSURANCE FUNDING CORP. HAS A NEW NAME AND AD DITIONAL MOMENTUM.

In February of this year, First Premium Serviceanged its name to First Insurance Funding Corps thange was made to reflect the
strategic business and product focus of the compempugh improved technology and

operational processes, First Insurance was aldegport increased loan volume and customer semtiisea company poised for aggressive
growth in 1998 and 1999 as distribution opportesitare expanded.

INNOVATIVE PRODUCTS, INNOVATIVE MARKETING.

In the past year, we have developed and executgdmavative and different marketing products anohpotions. Judging from sales results,
from the many compliments of our customers, an@@sfly from a few unkind remarks from our compatt, they are also effective. A few
of the noteworthy marketing programs that ran i@7lbcluded:

o Lake Forest Bank & Trust's "Community Bank Filoing" (sung to the tune of the Battle Hymn of tlep&blic)
o Hinsdale Bank & Trust's "It's a Wonderful Lifefgmotion

o North Shore Community Bank & Trust's "How to RoBank" ad

o Libertyville Bank & Trust's innovative "GuaranteBest Rate Mortgage"

o The value-added "American Airlines Flight Mildgime equity offer run by Barrington Bank & Trust

o Crystal Lake Bank & Trust's diamond Founders prtom

We're also in the process of installing a new mimgeand customer information system that is gamfigure prominently in the selling and
cross-selling of our products to customers and eustomers. This activity, and how we use our tetdgy becomes more and more
important as the number of our new facilities Isveff. Creative changes in marketing directionsobee paramount to continue our growth.
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A SPECIAL THANKS TO THE FOLKS WHO HELPED MAKE IT PO SSIBLE.

A yearly report to the stockholders would not benptete without a special thanks to the people wdnetdone a lot for community banking
throughout our country: The Megabanks.

When we started just a few years ago, most loaqatdbhad become owned and operated by giant coipasatith headquarters in other cit|
other states, even other countries. And in mosteonities, this is still true.

Branches of these big banks have to satisfy bigstors, pay lots of overhead and support long, resipe chains-of-command.

This means that these banks now charge fees faggshhat used to be free. Major corporations argklareferred customers take priority ¢
small businesses and local folks. Policies are nfiadihe good of the bank, not for the good oftiistomers. Restrictions and rate structures
are designed to accommodate huge areas of the igisiead of being in tune with the unique needs sfnaller community.

***% Deposit Growth Bar Chart OMITTED ****

Old-fashioned personal service has become morenane impersonal as it has become more and morenated. The best employees keep
getting promoted to someplace else. Loan applicatimve a long way to travel for approvals. Peayie work in those banks, more often
than not, look like strangers. And that's how cocs feel when they go in to cash a check -- ltkangjers.

The big banks have even gone so far as to chdegfar seeing a teller, which they said was tooenage their customers to use their more
profitable cash machines. And then they begin ghgregxtra fees for using those very same cash mashi

The Megabanks have made the friendly local batiray tof the past. And a thing of the future. Wenthéhem for giving us this opportunity.
SOME THINGS SHOULDN'T CHANGE, EVER.
We know the secret to our success.

That's why our community banks are still locallymaged by local boards of directors and their pezgiglstill have the authority to make all
decisions. And it's why we won't centralize custogntacts at remote locations and we won't focuthe short term to the expense of long
term profitability and customer satisfaction.

We work hard to keep that from changing, becauakisithe basic difference between us and all dihaks. We'll leave it to the other banks
to wrest control from their subsidiary banks andnzhes and to install a "profit centers" philosofihthe detriment of customer satisfaction.
We know that we must keep our banks community fedwsd locally managed.

To that end, we've developed a list of six guidinigciples. We did this to assure that all of otggent and future presidents, directors,
management teams and their staffs remember whoenana how we operate and continue to provide tt@irmunities with the kind of
banking they want.

*** North Shore Community Bank & Trust-Glencoe Driv e-thru Facility OMITTED ***
THE WINTRUST PRINCIPLES OF COMMUNITY BANKING.
1. OUR PURPOSE.

We will provide families, individuals and businessd each of our communities with a modern, fulivege bank that's unique because it's run
by local people who are meeting the area's neeflliéordly, neighborly, well-run community banking.
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2. OUR CUSTOMER.

Every customer will be treated as an important diépg a shareholder and a good neighbor. They negsive the best customer service
around, bar none.

3. OUR PRODUCT.

Our product is service. We help our customers sspyend, borrow and invest their money safely argklyi If we are to be successful at
community banking, we must put the welfare of austomers first. It's as simple as that.

4. OUR COMMUNITY.

Our banks cannot take money from their communitiglsout giving something back. We must be goodzeitis of our villages and encourage
all of our employees to become involved with loga¢nts. And we must endeavor to hire employeedraxirfor services and buy products
from our communities.

5. OUR EMPLOYEES.

We must work hard to attract the brightest andstieenployees possible and let them know how clitieay are to our success. The best way
to attract the kind of employees we want is toroffeod pay, job security, generous benefits, adearent potential, a pleasant working
environment and the opportunity to be part of . We should encourage our employees to purchasle so that they can become owr

of the bank and share in the profits they help gere

6. OUR STOCKHOLDERS.

Clearly, our stockholders are extremely importdst of them are also customers. They have invakgdtrust and their beliefs, as well as
their money, into the idea and future of commubiiyks. The management, directors and staff shdwlrya work to justify that investment.

IN CLOSING, IT IS IMPORTANT FOR EACH OF YOU TO KNOW THAT WE FOCUS ON CREATING SHAREHOLDER
VALUE. IT IS TOP PRIORITY FOR THE MANAGEMENT TEAM.

***% Picture of Libertyville Bank & Trust Main Bank Facility OMITTED ****

To that end, we are in the process of developimbimplementing an investor relations campaign tilitinclude more frequent
communication with shareholders and key analysfarding the performance of Wintrust. It's also Wwarbting that every senior officer of
Wintrust and the banks has invested significantwartsof their personal resources in the Compamgdition to having stock options. You,
like them, have demonstrated your faith by being&tors. Now it is our obligation to create longrevalue for you.

We can best do that by adhering to a philosophypled with a strategic direction and plan, thaghaks shareholder returns with growth,
new markets and products, management and employegensation, and community obligations.

**** Shareholder Equity Growth Bar Chart OMITTED ** **
Thank you for being a shareholder.
Sincerely,

/'S Howard D. Adans

Howard D. Adans
Chai r man

/'S/ Edward J. Wehner

Edward J. Wehner
Presi dent
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HOW WE CREATE LONG TERM VALUE.

In an article in the January 8, 1998 edition of Aicen Banker entitled "Bank's True Value May Be @# Balance Sheet", the author
indicated that traditional accounting models areéfully inadequate” and are "snapshots of whatrk ks, not what it will be . . . they
cover less than 40% of . . . a banks true valuké' drticle goes on to say that "there can be a cwrplete framework for establishing long-
term strategic value based on a bank's dynamidiidden and unmeasured, characteristics."

The framework for establishing long-term strategitue is ultimately based not only on earnings,dsusuch other factors as:
High employee productivity and loyalty.

o Many employees have been with us since day oma ey opened their de novo community bank, aradrasult, feel a special pride and
ownership towards their bank.

o Local decision-making authority motivates bankiagement to do whatever it takes to succeed.

o All senior management have meaningful personiaiigs of Wintrust stock and options. Productivdyd results are measured on a team
basis as well as an individual basis.

High customer loyalty and profitability.

0 We elicit strong consumer loyalty with a highdéof our personal service is high and low feed.jBst as important are products tailored to
meet local needs, and cover a lifetime, from JuSivers to trust and estate planning.

0 Because we only have banking facilities in affiusuburban areas, our customers have a much higgneaverage household income and
accumulated wealth. Banks operating in areas df bigncentration of deposits can eventually becoreerafficient in operations and
marketing.

Technology, the great equalizer.

Large competitors think technology gives them ttieamtage. We know differently. Technology gives ammity banks the power to comp:
on an equal basis with anybody, no matter how big.

o Our banks were some of the first in their magkegs to introduce PC Home Banking, and we receoitiyd out a similar product for
commercial customers.

0 We capitalize on the advanced technology of atm grovider, M & | Data Services, a nationallyageized bank-owned supplier of data
processing services.

o Our internal systems (wide area network, digitetty and scanning, optical storage, e-mail anddtx) are more advanced than the typical
community bank.

o We are about to launch a Wintrust Investor Retetiwveb site and home pages for each of our banks.

0 We have state approval to market a cyber banktfWst Bank) which will allow us new telephone andil marketing opportunities.
o Our new marketing customer information systemchiill allow us to market in entirely new ways.

0 And in case you were wondering, our internal @dea customer systems are well on the way to b&fegr 2000 Compliant".

Lean, mean and quick.

o Our lack of bureaucracy and our decentralizedagament philosophy allows us the ability to makeisiens quickly and to act on them
quickly.

o Our combined size allows us to employ a seleother of highly experienced experts in the fieldsemhnology, finance and marketing,
expertise the average community bank can't afford.

At Wintrust, the ultimate goal is long term grovithshareholder value. Long-term sustainable grasvfireferred to immediate returns. In
other words, current stock price is indeed highipértant, but not paramount in our minds. Our sfméte should reflect the franchise values
being created as well as increased earnings pez sliar time. At the heart of this philosophy ig balief that long term growth of our



novo franchises, coupled with building a strong agament team, is the best way to optimize long srareholder value and become a high
performing financial institution.

Our growth is like a simultaneous mathematical équao be solved over a changing time period. \&@enplish this by locking up the best
and most affluent retail markets, paying top daitaattract and to retain experienced top manageteams, building appropriate brick and
mortar facilities, and investing in aggressive ds#prates and marketing to grow our franchisesleadership share position. We invest
heavily in new banks to generate the critical meskare mass required to sustain long term praliitab

All this aggressive investment will obviously reducmediate returns as measured conventionallyahyiregs per share. Long term growtt
shareholder value is being attained by integradimgcommunity bank business strategies, which eregm in the market place, to create long
term value for shareholders. We believe this iséh&t road to take to become a high performingnfired institution.
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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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WINTRUST FINANCIAL CORPORATION AND SUBSIDIARIES

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

DEC EMBER 31,
1997 1996

ASSETS
Cash and due from banks-noninterest bearing $ 32,158 36,581
Federal funds sold 60,836 38,835
Interest-bearing deposits with banks 85,100 18,732
Available-for-Sale securities, at fair value 101,934 69,387
Held-to-Maturity securities, at amortized cost, fai r value of $4,964

and $4,913 in 1997 and 1996, respectively. 5,001 5,001
Loans, net of unearned income 712,631 492,548

Less: Allowance for possible loan losses 5,116 3,636

Net loans 707,515 488,912
Premises and equipment, net 44,206 30,277
Accrued interest receivable and other assets 14,894 16,426
Goodwill and organizational costs 1,756 1,886

Total assets $ 1,053,400 706,037
LIABILITIES AND SHAREHOLDERS' EQUITY
Deposits:
Noninterest bearing $ 92,840 67,164
Interest bearing 824,861 550,865

Total deposits 917,701 618,029
Short-term borrowings 35,493 7,058
Notes payable 20,402 22,057
Accrued interest payable and other liabilities 11,014 16,273

Total liabilities 984,610 663,417
Shareholders' equity

Preferred stock, 20,000,000 shares authorized; n o shares

issued and outstanding at December 31, 1997 an d 1996 - -
Common stock, no par value; $1.00 stated value; 30,000,000 shares authorized;

8,118,523 and 6,603,436 issued and outstanding at December 31,

1997 and 1996, respectively 8,118 6,603
Surplus 72,646 52,871
Common stock warrants 100 100
Retained deficit (12,117) (16,963)
Net unrealized gains on Available-for-Sale

securities, net of tax 43 9

Total shareholders' equity 68,790 42,620

Total liabilities and shareholders' equity $ 1,053,400 706,037

See accompanying notes to consolidated financial st

atements

-10-



WINTRUST FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)

YEARS ENDE D DECEMBER 31,
1997 19 96 1995
INTEREST INCOME
Interest and fees on loans $ 56,066 30, 631 17,028
Interest-bearing deposits with banks 1,764 1, 588 3,194
Federal funds sold 3,493 2, 491 2,048
Securities 3,788 4, 327 3,202
Total interest income 65,111 39, 037 25,472
INTEREST EXPENSE
Interest on deposits 37,375 22, 760 14,090
Interest on short-term borrowings and notes paya ble 964 1, 395 1,682
Total interest expense 38,339 24, 155 15,772
NET INTEREST INCOME 26,772 14, 882 9,700
Provision for possible loan losses 3,404 1, 935 1,430
Net interest income after provision for possib le loan losses 23,368 12, 947 8,270
NONINTEREST INCOME
Gain on sale of premium finance loans - 3, 078 4,421
Loan servicing fees 248 1, 442 1,101
Fees on mortgage loans sold 2,341 1, 393 850
Trust fees 626 522 399
Service charges on deposit accounts 724 468 196
Securities gains, net 111 18 -
Gain on settlement of contingencies - - 735
Other 894 611 842
Total noninterest income 4,944 7, 532 8,544
NONINTEREST EXPENSE
Salaries and employee benefits 14,204 11, 551 8,011
Occupancy, net 1,896 1, 649 951
Data processing 1,337 1, 014 624
Marketing 1,309 1, 102 682
Amortization of deferred financing fees 248 542 768
Merger related expenses - 891 -
Other 8,260 6, 013 4,776
Total noninterest expense 27,254 22, 762 15,812
Income (loss) from continuing operations before
income taxes 1,058 (2, 283) 1,002
Income tax benefit (3,788) (1, 310) (512)
Income (loss) from continuing operations 4,846 ( 973) 1,514
Loss from operations of discontinued subsidiaries - - a7
NET INCOME (LOSS) $ 4,846 ( 973) 1,497
NET INCOME (LOSS) PER COMMON SHARE - BASIC $ 0.62 o 16) 0.27
NET INCOME (LOSS) PER COMMON SHARE - DILUTED $ 0.60 © 16) 0.24

See accompanying notes to consolidated financial st

atements
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WINTRUST FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDEREQUITY

(In thousands)

PREFERR
STOCK

Balance at December 31, 1994 $ 503
Common stock issuance -
Dividends on preferred stock -
Allocation of undivided profit -

Net income -

Change in unrealized loss on securities
available-for-sale, net of tax effect -

Balance at December 31, 1995 503
Common stock issuance -
Conversion of preferred stock (503)
Repurchase of common stock -
Purchase of Wolfhoya Investments, Inc. -
Net loss -

Cash payment of fractional shares -

Change in net unrealized gain on securities
available-for-sale, net of tax effect -

Balance at December 31, 1996 -

Common stock issuance due to
the exercise of stock options -

Common stock offering -
Net income -

Change in net unrealized gain on securities
available-for-sale, net of tax effect -

BALANCE AT DECEMBER 31, 1997 $ -

U
GA
COMMON RETAINED ON
ED COMMON STOCK  EARNINGS

STOCK SURPLUS WARRANTS (DEFICIT)

4,745 38,621 75 (18,442)

1,086 12,432 - -
- - - (45)
- (1,000) - 1,000
- - - 1497

5,831 50,053 75  (15,990)

567 1,298 - -
122 381 - -
@ @y - -

87 1,190 25 -

6,603 52,871 100 (16,963)

118 846 - -

1,397 18,929 - -

8,118 72,646 100 (12,117)

NET

NREALIZED

IN (LOSS)

SECURITIES TOTAL
AVAILABLE SHAREHOLDERS'
FORSALE EQUITY

(136) 25,366
- 13,518

- (45

9 42,620

- 964
- 20,326

- 4,846

See accompanying notes to consolidated financial st

atements
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WINTRUST FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

YEARS ENDED

DECEMBER 31,

1997 1996 1995
OPERATING ACTIVITIES:
Net income (loss) $ 4,846 (973) 1,497
Adjustments to reconcile net income (loss) to net cash
used for, or provided by, operating activities :
Provision for possible loan losses 3,404 1,935 1,430
Depreciation and amortization 2,394 2,104 1,811
Deferred income tax benefit (3,788) ( 1,455) (331)
Gain on sale of investment securities, net (111) (18) -
Net accretion/amortization of investment securiti es (670) ( 1,924) (390)
Decrease in net assets of discontinued operations - - 1,875
Decrease (increase) in other assets, net 5,189 ( 5,273) (4,813)
(Decrease) increase in other liabilities, net (5,224) 2,285 1,907
NET CASH PROVIDED BY (USED FOR) OPERATING ACTIVITI ES 6,040 ( 3,319) 2,986
INVESTING ACTIVITIES:
Proceeds from maturities of Available-for-Sale se curities 92,336 30 8,424 80,234
Proceeds from sales of Available-for-Sale securit ies 420 498 5,006
Proceeds from maturities of Held-to-Maturity secu rities - - 64,766
Purchases of securities (124,522) (31 8,497) (150,805)
Net decrease (increase) in interest bearing depos its (66,368) 3 1,868 (8,401)
Net increase in loans (222,007) (23 5,420) (62,649)
Purchase of Wolfhoya Investments, Inc., net of ca sh acquired - (318) -
Purchases of premises and equipment, net (16,063) ( 7,925) (11,409)
NET CASH USED FOR INVESTING ACTIVITIES (336,204) (22 1,370) (83,258)
FINANCING ACTIVITIES:
Increase in deposit accounts 299,672 21 2,371 183,673
Increase (decrease) in short-term borrowings, net 28,435 6,191 (4,849)
Commercial paper notes originated - - 310,040
Commercial paper notes principal repaid - - (393,020)
Proceeds from notes payable 16,200 2 2,057 5,822
Repayment of notes payable (17,855) (1 0,758) (1,998)
Other, net - - (257)
Repurchase of common stock - (48) -
Cash value of fractional shares upon exchange of shares - ) -
Issuance of common stock, net of issuance costs 21,290 1,865 13,518
Cash dividends paid on preferred shares - - (45)
NET CASH PROVIDED BY FINANCING ACTIVITIES 347,742 23 1,671 112,884
NET INCREASE IN CASH AND CASH EQUIVALENTS 17,578 6,982 32,612
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 75,416 6 8,434 35,822
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 92,994 7 5,416 68,434
Supplemental disclosures of cash flow information-c ash paid during the year for:
Interest paid $ 37,499 2 3,874 14,880
Income taxes paid $ - 138 -
See accompanying notes to consolidated financial st atements
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Wintrust Financial Corporation ("Wintrust" or "Cory") is a multi-bank holding company currently aggd in the business of providing
financial services through its banking subsidiateesustomers in the Chicago metropolitan areafiathcing the payment of insurance
premiums, on a national basis, through its subsidRirst Insurance Funding Corporation ("FIFC")FE is a wholly owned subsidiary of
Crabtree Capital Corporation ("Crabtree") which iwholly owned subsidiary of Wintrust. As of DeceanB1, 1997, Wintrust owned six
bank subsidiaries ("Banks"), all of which startedde novo institutions, including Lake Forest B&krust Company ("Lake Forest"),
Hinsdale Bank & Trust Company ("Hinsdale"), NorthoBe Community Bank & Trust Company ("North Shoré'lpertyville Bank & Trust
Company ("Libertyville"), Barrington Bank & Trustdnpany ("Barrington™) and Crystal Lake Bank & Tr@mpany ("Crystal Lake").

The consolidated Wintrust entity was formed on 8egiter 1, 1996 through a merger transaction (thertRaization") whereby the holding
companies of Lake Forest, Hinsdale, Libertyvillel &iFC were merged with newly formed wholly-ownedbsidiaries of North Shore
Community Bancorp, Inc. (which changed its nam®/intrust Financial Corporation concurrent with therger). The merger transaction \
accounted for in accordance with the pooling-o&iasts method of accounting for a business conmbmaiccordingly, the consolidated
financial statements included herein reflect thelsimation of the historical financial results oétfive entities and the recorded assets and
liabilities have been carried forward to the coraied Company at their historical cost.

In the preparation of the consolidated financiateshents, management is required to make certtimagss and assumptions that affect the
reported amounts contained in the consolidatedhfiih statements. Management believes that thenats made are reasonable; however,
changes in estimates may be required if economithar conditions change beyond management's eatjmt.

Principles of Consolidation

The consolidated financial statements of Wintruastehbeen prepared in conformity with generally pteg accounting principles and
prevailing practices of the banking industry. latanpany accounts and transactions have been etadiimathe consolidated financial
statements.

Securities

The Company classifies securities in one of thegegories: trading, held-to-maturity, or availafde-sale. 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 securitytiimaturity. 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 for@gwaton of premium and accretion of
discount using methods that generally approxintaestfective interest method. Available-for-salewséies are stated at fair value.
Unrealized gains and losses on available-for-sadarsties, 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 ydloarever, the Company did not maintain any tradiogount securities in 1997, 1996, or
1995.

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 inteiesome 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

Loans are recorded at the principal amount outstgnt¢hterest income is recognized when earned.ddmpany receives loan fees for loans
originated, as well as for loan referrals. Fees@arthin costs associated with loans originatethbyCompany are generally deferred and
amortized over the life of the loan as an adjustoéyield using the interest method. Loan feesréderrals 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 method.

Interest income is not accrued on loans where maanagt 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 thedare 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 mainthate leve
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adequate to provide for possible loan losses.timasing possible losses, the Company evaluatess|é@ impairment. A loan is considered
impaired when, based on current information andhisvét is probable that a creditor will be unataleollect all amounts due. Impaired loans
are generally considered by the Company to be comiai@nd commercial real estate loans that aracemal loans, restructured loans and
loans with principal and/or interest at risk, evfeine loan is current with all payments of pringiand interest. Impairment is measured by
determining the fair value of the loan based onpifesent value of expected cash flows, the manked pf the loan, or the fair value of the
underlying collateral. If the fair value of the to& less than the recorded book value, a valuaiomance is established as a component of
the allowance for possible loan losses.

Mortgage Servicing Rights

The Company originates mortgage loans for salbg¢secondary market, and sells the loans with@dag/retained. The Company capitalizes
the rights to service originated mortgage loarth@time of sale. The capitalized cost of loan isérg rights is amortized in proportion to, &
over the period of, estimated net future serviecedenue. Mortgage servicing rights are periodiceifgluated for impairment. Impairment
represents the excess of the remaining capitatimetiof an individual mortgage servicing right oiterfair value, and, if necessary, is
recognized through a valuation allowance.

Serviced Premium Finance Receivables

From February, 1995 to the fourth quarter of 1996C sold its premium finance receivables to a Wholned subsidiary, First Premium
Financing Corporation ("FPFIN") which in turn sdlte receivables to an independent third party weBoed commercial paper to fund the
purchase ("Commercial Paper Issuer"). FPFIN waankiuptcy remote subsidiary established to fatdithe sale to the independent third
party. FIFC retained servicing rights in connectigith the sales of receivables. FIFC recognizecctivéractual servicing and management
fee income over the term of the receivables as# @arned. In addition, any excess income earnéteb@ommercial Paper Issuer above that
which was required to fund interest on its outstapd@ommercial paper and provide for normal sengdio FIFC was payable as additional
servicing ("Excess Servicing"). Excess Servicingpime over the expected life of the receivables salsl estimated by FIFC at the time of
each sale and recorded as a sales gain receivalihe dinancial statements of FIFC.

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 lives or lives of the ésa®r premises and leasehold improvements. Additio premises are capitalized.
Maintenance and repairs are charged to expenseasead.

Long-lived Assets and Long-lived Assets to be Disped of

On January 1, 1996, the Company adopted Staterh€&irtancial Accounting Standard No. 121, "Accougtfor the Impairment of Long-
lived Assets and for Long-lived Assets to be Digab®f,” which requires that long-lived assets agrdain identifiable intangibles be
reviewed for impairment whenever events or chaimgescumstances indicate that the carrying amouoay not be recoverable. The
impairment is measured based on the present vakipected future cash flows from the use of tteeand its eventual disposition. If the
expected future cash flows are less than the caymount of the asset, an impairment loss is m@zed based on current fair values. As the
Company regularly reviews its long-lived assetsifignairment and adjusts the carrying amounts asogpiate, the adoption of this statement
did not have a material impact on the consolidéitezhcial statements of the Company.

Intangible Assets

Goodwill, representing the cost in excess of tlirevialue of net assets acquired, is primarily amed on 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 fortooeers are not included in the consolidated finalstiatements as they are not assets of
Wintrust or its subsidiaries. Fee income is recpgaion an accrual basis for financial reportingopsaes.

Income Taxes

Beginning September 1, 1996, Wintrust became éédibfile 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 &iFC and their respective holding
companies each filed separate consolidated Fealedastate income tax returns. Tax benefits at@itletto losses are recognized and alloc



to the extent that such losses can be utilizederconsolidated return.
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Wintrust and subsidiaries record income taxes utiteasset and liability method. Deferred tax asaetl liabilities are recognized for the
future tax consequences attributable to differebedween the financial statement carrying amouhéxisting assets and liabilities and their
respective tax bases. Deferred tax assets antitieshare measured using enacted tax rates expexpply to taxable income in the years in
which those temporary differences are expectea taebovered or settled. The effect on deferrecdssmets and liabilities of a change in tax
rates is recognized in income in the period theluitkes the enactment date.

Cash Equivalents

For purposes of the consolidated statement of tasis, Wintrust considers all cash on hand, casimét in the process of collection, amounts
due from correspondent banks and federal fundsteddé cash equivalents.

Earnings per Share

In February 1997, the Financial Accounting Stangdd@dard issued Statement of Financial Accountirrg@irds No. 128, "Earnings Per
Share" (SFAS No. 128). SFAS No. 128 supersedes @piBion 15, "Earnings Per Share," and specifiectmeputation, presentation and
disclosure requirements for earnings per share E®®ntities with publicly held common stock astpntial common stock.

Basic EPS excludes dilution and is computed byditigi income available to common stockholders bywbeghted-average number of
common shares outstanding for the period. DilutB& Eeflects the potential dilution that could ocifsecurities or other contracts to issue
common stock were exercised or converted into comsbtack or resulted in the issuance of common steakthen shared in the earnings of
the entity.

SFAS No. 128 was effective for financial statemdatshoth interim and annual periods ending aftec@mber 15, 1997. Accordingly, EPS
amounts have been presented in accordance with 8l6A$28 for 1997 and prior periods have been tedt® conform to the requirements
of such statement.

Discontinued Operations

The Company has presented as discontinued opesatitnresults of operations and loss on salertdiognsurance 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 gwdadiure requirements of Financial Accounting Saadsl 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
11.

(2) SECURITIES

The following tables present carrying amounts amsg unrealized gains and losses for the secunitilesto-maturity and available-faale a
December 31, 1997 and 1996 (in thousands). Thesestare by contractual maturity which may diffemf actual maturities because
borrowers may have the right to call or repay ddiligns with or without call or prepayment penalties

DECEMBER 31, 1997

GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
COST GAINS LOSSES VALUE

Held-to-maturity:
U.S. Treasury - due
in one to five years $ 5,001 - (37) 4,964
Available-for-sale:
U.S. Treasury - due in

one year or less 2,988 30 - 3,018
U.S. Treasury - due in

one to five years 1,001 9 - 1,010
Federal agencies - due in

one year or less 11,156 47 (2) 11,201
Corporate notes - due in

one year or less 78,707 - (1) 78,706
Corporate notes - due in

one to five years 4,046 17 (17) 4,046

Federal Reserve Bank
and Federal Home Loan



Bank stock 3,953

Total securities
available-for-sale 101,851

Total securities $ 106,852

103

103

(57) 106,898
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DECEMBER 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

In 1997, 1996 and 1995, Wintrust had gross realjgds on sales of available-fsale securities of $111,000, $18,000 and $200¢entisely.
Wintrust had no realized losses on sales of séesliit 1997, 1996 and 1995. Proceeds from salasafable-for-sale securities during 1997,
1996 and 1995 were $420,000, $498,000 and $5,006,88pectively. At December 31, 1997 and 1996rit@es having a carrying value of
$77,983,000 and $52,658,000, respectively, werdgelé as collateral for public deposits and trugodés.

(3) LOANS A summary of the loan portfolio by categat December 31, 1997 and 1996 is as followsh@usands):

1997 1996

Commercial and commercial real estate  $ 235,48 3 182,403
Home equity 116,14 7 87,303
Residential 61,61 1 51,673
Premium finance 131,95 2 59,240
Indirect auto 139,29 6 91,211
Installment 32,15 3 23,717

716,64 2 495,547
Less: Unearned income 4,01 1 2,999
Total loans $712,63 1 492,548

Certain officers and directors of Wintrust andsitdsidiaries and certain corporations and indiv&lteglated to such persons borrowed funds
from the Banks. These loans totaling $9,213,000%1892,000 at December 31, 1997 and 1996, respbgtivere made at substantially the
same terms, including interest rates and collgtasathose prevailing at the time for comparataagactions with other borrowers.

(4) ALLOWANCE FOR POSSIBLE LOAN LOSSES

A summary of the allowance for possible loan logseyears ending December 31, 1997, 1996 and 1085 follows (in thousands):

1997 1996 1995
Allowance at beginning of period $ 3,636 2,763 1,702
Provision 3,404 1,935 1,430
Charge-offs-continuing operations (1,874) (520) (290)
Charge-offs-discontinued operations (241) (583) (109)
Recoveries 191 41 30




The provision for possible loan losses is chargeaperations, and recognized loan losses (rec®jarie charged (credited) to the allowance.
At December 31, 1997, 1996 and 1995, non-accraalddad a carrying value of $2,440,000, $1,686z0@0$1,778,000, respectively.
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At December 31, 1997, 1996, and 1995 loans that wensidered to be impaired totaled $1,139,00@481000 and $1,736,000, respectiv
for which no specific allowance for loan losses weuired as of and for the years then ended. Vemge balance of impaired loans during
1997, 1996 and 1995 was approximately $990,0082#1000 and $930,000, respectively. All of the imgzhloans are included in the
nonaccrual loan amount listed above. Managemenuateal the value of the loans primarily by using thir value of the collateral. Interest
income foregone on these loans during 1997, 1986L8A5 was not material.

(5) SERVICED RECEIVABLES AND SECURITIZATION FACILIY

Receivables sold and serviced by FIFC were $520000at December 31, 1996. The receivables weremokliant to a securitization facility
established February 2, 1995. Unamortized defarosts associated with this facility amounted torapinately $80,000 at December 31,
1996. During 1997, this securitization facility waiscontinued and all remaining deferred costsaatsd with the facility were expensed.
Accordingly, the Company had no loans servicedfbers by FIFC at December 31, 1997.

The securitization facility was an independent gkhinto which $200 million of receivables could $md and funded by the Commercial
Paper Issuer, subject to certain terms and conditim connection with this facility, FIFC formedwolly owned, bankruptcy remote
subsidiary, FPFIN, to purchase the receivables frtfaC and simultaneously sell the receivables éoGbmmercial Paper Issuer. All the
receivable sales were without recourse. The sdieaok to the Commercial Paper Issuer were accddates sales and, accordingly, the
loans were not included in the consolidated finangosition of the Company. FPFIN recognized a gaithe time of each sale based on its
estimate of excess servicing, as defined in Note he earned over the life of the receivables.sblidof FPFIN's accounts were maintained
by FIFC and consolidated in the financial statersent

FIFC was required to maintain facility collateralba amount equal to 105.5% of commercial papestantling. The amount of this
overcollateralization is recorded as loans on thm@any's consolidated financial statements andB4#54,000 at December 31, 1996.

Subsequent to the Reorganization on Septembeds, 19 premium finance loan originations have galhebeen sold to the Banks and
consequently remain as an asset of the Company.

(6) PREMISES AND EQUIPMENT, NET

A summary of premises and equipment at Decembet @7 and 1996 is as follows (in thousands):

1997 1996

Land $ 8,751 4,426
Buildings and improvements 30,354 22,024
Furniture and equipment 10,306 7,263
49,411 33,713

Less accumulated depreciation
and amortization 5,205 3,436
Premises and equipment, net $ 44,206 30,277

(7) TIME DEPOSITS

Certificates of deposit in amounts of $100,000 orerapproximated $233,590,000 and $159,668,000ecgsely, at December 31, 1997 and
1996. Interest expense related to these depogiteximated $10,954,000, $4,270,000 and $2,769,00thé periods ended December 31,
1997, 1996 and 1995, respectively.
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(8) NOTES AND LOANS PAYABLE

The note payable balance of $20.4 million and $2@llion at December 31, 1997 and 1996, respedtjwelpresents the balance on secured
loans obtained from an unaffiliated lender. Effeetseptember 1, 1996, the Company entered int® arfilon revolving credit line, which
charged interest at a floating rate equal to, @Qbmpany's option, either the lender's prime@atee London Inter-Bank Offered Rate
(LIBOR) plus 1.50%. Effective September 1, 1997 tevolving credit line was increased to $30 roilliand the maturity date was extended
to September 1, 1998. Additionally, effective Septer 1, 1997, the interest rate associated withethelving line of credit was reduced to
bear interest at a floating rate equal to, at them@any's option, either the lender's prime ratelBOR plus 1.25%. The note is secured by the
stock of the subsidiary banks. On March 18, 199& Gompany reduced the outstanding debt to apped&ign$2.5 million by utilizing the
proceeds from the common stock offering. The Comthen increased the outstanding loan balanceilizing the line of credit to provide
capital to fund the growth of its subsidiary baaksl to capitalize its newest de novo bank, Crystlik Bank.

(9) LEASE EXPENSE AND OBLIGATIONS

Gross rental expense for all operating leases wW88,800, $659,000 and $554,000, in 1997, 1996 888,Trespectively. Lease commitments
are primarily for office space. Minimum gross rdm@ammitments and minimum gross rental income d3exfember 31, 1997 for all
noncancelable leases are as follows (in thousands):

MINIMUM MINIMUM
GROSS GROSS
RENTAL RENTAL
EXPENSE INCOME
1998 $ 766 230
1999 789 230
2000 678 230
2001 564 230
2002 404 200
2003 and thereafter 771 192
Total minimum future rentals $ 3,972 1,312

(10) INCOME TAXES

Wintrust had no current Federal or state incomesigoense in each of the years in the three-ye@wgended December 31, 1997. In 1997,
1996 and 1995, the Company recorded net deferrder&letax benefits of $2.9 million, $524,000 an@$800, respectively, and net deferred
state tax benefits of $890,000, $786,000 and $081 @spectively. During 1997, such amounts exdwjgproximately $316,000 and
$67,000 of Federal and state tax benefits, respytithat are recorded directly to shareholdeglgty related to the exercise of certain stock
options.

Income taxes for 1997, 1996 and 1995 differ fromekpected tax expense for those years (compute@giying the applicable statutory U
Federal income tax rate of 34% to income beforerime taxes) as follows (in thousands):

YEAR ENDED DECEMBER 31,

1997 1996 1995

Computed "expected" income
tax expense (benefit) $ 360 (776) 341

Increase (decrease) in tax resulting from:
Change in the beginning-of-the-year
balance of the valuation allowance

for deferred tax assets (4,204) (853) (698)
Merger costs - 305 -
Other, net 56 14 (155)

Income tax benefit $(3,788) (1,310) (512)

The tax effects of temporary differences that gise to significant portions of the deferred tageds and liabilities at December 31, 1997 and
1996 are presented below (in thousands):



Deferred tax assets:

Allowance for possible loan losses $1,47 5 791
Startup costs 13 3 291
Federal net operating loss carryforward 9,07 2 9,535
State net operating loss carryforward 1,86 7 1,897
Deferred compensation 8 9 263
Other, net 16 2 146
Total gross deferred tax assets 12,79 8 12,923
Valuation allowance 4,16 3 8,367
Total net deferred tax assets 8,63 5 4,556
Deferred tax liabilities:
Premises and equipment, due to
differences in depreciation 48 3 186
Accrual to cash adjustment 1,02 3 1,232
Unrealized gain on available-for-sale
securities 1 7 8
Other, net 1,25 4 1,434
Total gross deferred tax liabilities 2,77 7 2,860
Net deferred tax assets $5,85 8 1,696

During 1995, 1996 and 1997, management determiragchtvaluation allowance should be established foortion of the deferred tax asset
based on management's assessment reguardingtiealiziasuch deferred tax assets considering the
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profitability attained by the Company and its opieigrsubsidiaries during each of the years andéuarnings estimates. Management
believes that realizations of the recorded netrdedietax asset is more likely than not.

At December 31, 1997, Wintrust and its subsidianas Federal net operating losses of approxim&2®y7 million and state net operating
losses of approximately $26.0 million. Such amoamésavailable for carryforward to offset futurgahle income and expire in 2000-2010.
Utilization of the net operating losses are sulfedertain statutory limitations. Additionally,gtederal net operating losses of the
predecessor companies prior to the Reorganizat®oray available to be utilized by the respectieenpanies that generated the losses.

(11) EMPLOYEE BENEFIT AND STOCK PLANS

Prior to May 22, 1997, Wintrust, Lake Forest Bapgdnc., Hinsdale Bancorp, Inc., Libertyville Bampplnc., Crabtree Capital Corporation
and FIFC maintained various stock option and rigiasis (Predecessor Plans) which provided optiopsitchase shares of Wintrust's
common stock at the fair market value of the stmtkhe date the option was granted. The PredecBmos permitted the grant of incentive
stock options, nonqualified stock options, rights aestricted stock.

Collectively, the Predecessor Plans covered sutiligirall employees of Wintrust.

Effective May 22, 1997, the Company's shareholdpmoved the Wintrust Financial Corporation 1993c&tincentive Plan (Plan). The Plan
amended, restated, continued and combined alledPtbdecessor Plans implemented previously by ¢tinep@ny or its subsidiaries, including
shares covered under the Company's Stock Rights Pee Plan provides that the total number of shafaCommon Stock as to which
awards may be granted may not exceed 1,937,358sshanich number of shares includes 1,777,359 slidr€ommon Stock which had
already been reserved for issuance under the RrsslercPlans. The incentive and nonqualified optéxpsre at such time as the
Compensation Committee shall determine at the tihgrant, however, in no case shall they be exabtéslater than ten years after the grant.

A summary of the aggregate activity of the Planslf#07, 1996 and 1995 is as follows:

COMMON RANGE OF WEIGHTED AVERAGE
SHARES STRIKE PRICES STRIKE PRICE

Outstanding at

December 31, 1994 752,004 $5.80-$21. 13 $ 8.23
Granted 168,029 $9.30-$14. 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-$21. 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-$21. 13 $10.81
Outstanding at

December 31, 1996 1,149,324 $5.80-$21. 13 $10.10
Granted 350,671 $18. 00 $18.00
Reclassification of stock

rights to stock options 103,236 $ 7.75-$11. 62 $ 784
Exercised 117,575 $5.80-$16. 23 $ 7.72
Forfeited or canceled 26,568 $5.80-$21. 13 $15.85

Outstanding at
December 31, 1997 1,459,088 $ 5.80-$21. 13 $11.90

At December 31, 1997 and 1996, the weighted-aver@maining contractual life of outstanding optievess 7.4 years and 7.0 years,
respectively. Additionally, at December 31, 19999@ and 1995, the number of options exercisable808520, 659,627 and 489,928,
respectively, and the weighted-average per shaeise price of those options was $9.08, $8.62%8108, respectively. Expiration dates for
the options range from December 20, 1998 to Decei&007.

The following table presents the certain informatétoout the outstanding options and the curremxiyaisable options as of December 31,
1997:

OPTIONS OUTSTANDING OPTIONS CURRENTLY EXERCISABL E
w EIGHTED WEIGHTED

RANGE OF A VERAGE AVERAGE

EXERCISE NUMBER EXERCISE R EMAINING NUMBER EXERCISE

PRICES OF SHARES PRICE TERM OF SHARES PRICE
$ 5.80-$6.31 227,170 $6.20 3. 77 years 227,170 $6.20
$ 7.24-$8.48 289,323 $7.90 6. 25 years 272,038 $7.88
$9.30-$11.62 233,727 $10.12 7. 14 years 140,463 $10.01

$12.42-$15.25 345,719 $13.66 8. 31 years 157,121 $13.52



$18.00-$18.00 350,671 $18.00 9. 93 years 250 $18.00
$19.86-$21.13 12,478 $21.11 2. 45 years 12,478 $21.11

$5.80-$21.13 1,459,088 $11.90 7. 35 years 809,520 $ 9.08
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The Company applies APB Opinion No. 25, "AccountiogStock Issued to Employees,"” and related Imétgtions 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 Stadddw. 123, "Accounting for Stock-Based Compensdt{&tatement No. 123), the
Company's net income and earnings per share wawiel Ibeen reduced to the pro forma amounts indidakxv (dollars in thousands):

YEAR ENDED DECEMBER 31,

1997 1996 1995
Net income
Asreported $ 4,846  (973) 1,497
Pro forma 4,261 (1,455) 1,456
Earnings per share-Basic
Asreported $ 0.62 (0.16) 0.27
Pro forma 0.55 (0.24) 0.27
Earnings per share-Diluted
Asreported $ 0.60 (0.16) 0.24
Pro forma 0.53 (0.24) 0.24

The fair value of each option grant was estimat@dgithe Black-Scholes option-pricing model witk fbllowing weighted average
assumptions used for grants during the years eDdedmber 31, 1997, 1996 and 1995, respectively:

dividend yield of 0% for each period; expected tititg of 22.5% for 1997 and 20.0% for 1996 and %9€sk free rate of return of of 6.4%
for 1997 and 1996 and 6.6% for 1995; and, expddtedf 8 years for 1997 and 10 years for 1996 49€5.

Wintrust and its subsidiaries also provide 401(kjiRment Savings Plans

(401(k) Plans). The 401(k) Plans cover all emplsymeeting 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 wpproximately $41,300, $37,500
and $32,700 in 1997, 1996 and 1995, respectively.

Effective May 22, 1997, the Company's shareholdpmoved the Wintrust Financial Corporation Emp$tock Purchase Plan (SPP). The
SPP is designed to encourage greater stock owpeasiong employees thereby enhancing employee conemitto the Company. The SPP
gives eligible employees the right to accumulatediover an offering period to purchase sharesoairGon Stock. The Company has
reserved 250,000 shares of its authorized Commaeck3or the SPP. All shares offered under the S#be newly issued shares of the
Company, and the purchase price of the sharesmih@m Stock may not be lower than the lessor of 86%e fair market value per share of
the Common Stock on the first day of the offerirgipd or 85% of the fair market value per sharthefCommon Stock on the purchase date
for the offering.

The Company does not currently offer other postratent benefits such as health care or other pepsms.
(12) REGULATORY MATTERS

Banking laws place restrictions upon the amourttiaflends which can be paid to Wintrust by the Barikased on these laws, the Banks
could, subject to minimum capital requirements laecdividends to Wintrust without obtaining regoky approval in an amount not
exceeding (a) undivided profits, and (b) the amaimtet income reduced by dividends paid for theent and prior two years. No cash
dividends were paid to Wintrust by the Banks dutimg years ended December 31, 1997, 1996 and 1995.

The Banks are also required by the Federal Regartvto maintain reserves against deposits. Resemaekeld 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 Ddzmamn31, 1997 and 1996, reserve balances of appabeiyn$5,765,000 and $2,512,000,
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 initiateaiarnandatory - 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 Company the Banks must meet specific capital guidslthat involve quantitative measures
of the Company's assets, liabilities, and certéfibbalancesheet items as calculated under regulatory acamyptiactices. The Company's i
the Banks' capital amounts and classification @ subject to qualitative judgments by the regrkafbout components, risk weightings,
other factors.

Quantitative measures established by regulati@nsure capital adequacy require the Company anBahks to maintain minimum amounts
and ratios (set forth in the table below) of t@adt Tier 1 capital (as defined in the regulatidngjsk-weighted assets (as define



Management believes, as of December 31, 1997 a9@l 118at the Company and the Banks met all capitafjuacy requirements to which
they are subject.

As of December 31, 1997 the most recent notificatiom the Banks' primary federal regulator categgut the Banks as either well
capitalized or adequately capitalized under the
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regulatory framework for prompt corrective actidio. be categorized as adequately capitalized, tix8aust maintain minimum total risk-
based, Tier 1 risk-based and Tier 1 leverage rasaset forth in the table. The Company's and k8 actual capital amounts and ratios as
of December 31, 1997 and 1996 are presented ifolloaving tables (dollars in thousands).

TO BE ADEQUATELY
CAPITALIZED BY
ACTUAL REGULATORY DEFINITION
AMOUNT RATIO AMOUNT RATIO

December 31, 1997:
Total Capital (to Risk Weighted Assets):

Consolidated $72,107 9.4% $61,336 8.0%
Lake Forest 23,098 8.9 20,821 8.0
Hinsdale 16,082 8.2 15,711 8.0
North Shore 20,902 10.3 16,114 8.0
Libertyvile 11,668 11.6 8,075 8.0
Barrington 6,587 12.5 4,207 8.0
Tier 1 Capital (to Risk Weighted Assets):

Consolidated $66,991 8.7% $30,668 4.0%
Lake Forest 21,378 8.2 10,411 4.0
Hinsdale 14,784 7.5 7,856 4.0
North Shore 19,822 9.8 8,057 4.0
Libertyvile 11,078 11.0 4,038 4.0
Barrington 6,258 11.9 2,104 4.0
Tier 1 Capital (to Average Quarterly Assets):

Consolidated $66,991 6.6% $40,354 4.0%
Lake Forest 21,378 6.2 13,861 4.0
Hinsdale 14,785 6.9 8,585 4.0
North Shore 19,822 7.7 10,287 4.0
Libertyvile 11,078 9.3 4,783 4.0
Barrington 6,258 10.0 2,515 4.0

December 31, 1996:
Total Capital (to Risk Weighted Assets):

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):

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
Libertyville 8,256 13.1 2,523 4.0
Tier 1 Capital (to Average Quarterly Assets):

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
Libertyville 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-Average Quarterly Asesties, respectively.

Crystal Lake Bank, which is "well capitalized" it @apital categories, is not presented above. Baaik's ratios are not meaningful becau:
opened during the last few weeks of 1997.

(13) COMMITMENTS AND CONTINGENCIES

In connection with a purchase agreement for a didrgiof Crabtree, a provision was made for adddlaontingent consideration pending
outcome of certain tax litigation and other conéingies of that subsidiary. If such contingenciessviavorably resolved, Crabtree would h
been required to contribute up to $3,450,000 tcsthesidiary. This additional capital contributioasfully reserved for in Crabtree's financial
statements in 1987. In early 1995, the last remginbntingency under the purchase agreement wiafieshtaind in March, 1995, the
subsidiary made a formal request of Crabtree femtlaximum amount of the contribution. Crabtree alisg the amounts owed and in
September, 1995, Crabtree reached a settlementheitiubsidiary. Under the terms of the settleragntement, Crabtree effectively bought
out the minority shareholders of the subsidianhhying the subsidiary repurchase all of its stoell by the minority shareholders.



purchase price was negotiated which included a ddearapital contribution by Crabtree of $1.7 millidts a result of this settlement, a gail
$735,000 was recorded in 1995.

The Company has outstanding at any time a numbesrafmitments to extend credit to its customers.s€lmmmitments include revolving
home line and other credit agreements, term loamutments and standby letters of credit. These cibmemts involve, to varying degrees,
elements of credit and interest rate risk in exoéske amounts recognized in the consolidate@stants of condition. Since many of the
commitments are expected to expire without beirgvdrupon, the total commitment amounts do not rezaég represent future cash
requirements. The Company uses the same crediigmlh making commitments as it does forlitance sheet instruments. Commitmen
extend credit at December 31, 1997 and 1996 we38.%2nillion and $182.4 million, respectively. Sdéy letters of credit amounts were
$5.3 million and $2.9 million at December 31, 128 1996, respectively.

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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(14) 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&tcember 31, 1997 and 1996 (in
thousands).

AT DECEMBER 31, 1997 A T DECEMBER 31, 1996
CARRYING FAIR CA RRYING FAIR
VALUE VALUE VALUE VALUE
Financial assets:
Cash and demand balances from banks $ 32,158 32,158 36 ,681 36,581
Federal funds sold 60,836 60,836 38 ,835 38,835
Interest-bearing deposits at banks 85,100 85,100 18 732 18,732
Held-to-maturity securities 5,001 4,964 5 ,001 4,913
Available-for-sale securities 101,934 101,934 69 ,387 69,387
Loans, gross 712,631 718,079 492 ,548 492,741
Accrued interest receivable 4,792 4,792 4 ,034 4,034
Financial liabilities:
Non-maturity deposits 392,478 392,478 293 ,630 293,630
Deposits with stated maturities 525,222 527,263 324 ,399 325,380
Notes payable 20,402 20,402 22 ,057 22,057
Short-term borrowings 35,493 35,493 7 ,058 7,058
Accrued interest payable 1,770 1,770 930 930

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 securiis:values of these instruments are based on duoéeket 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 portfoliotoahs with similar financial characteristics. Loame 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 interegla: The carrying value of accrued interest nedgie 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 deslsf The discount rate is estimated using thesratierently 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 regng.

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 remainémmtof the agreement, the present creditworthioéise 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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(15) WARRANTS TO ACQUIRE COMMON STOCK

The Company has issued warrants to acquire cominok.sSThe warrants entitle the holder to purchase share of the Company's common
stock at purchase prices ranging from $14.85 toGRLper share. There were 155,430 outstanding marta acquire common stock at
December 31, 1997 and 1996 with expirations dateging from December, 2002 through November, 2005.

(16) BUSINESS COMBINATION

On September 1, 1996, Wintrust Financial Corporafformerly known as North Shore Community Bancadmng,) issued approximately 5.3

million shares of common stock and approximatelg,@Q0 warrants to acquire common stock in exchémgall outstanding common stock
and warrants, if applicable, of Lake Forest Bancbrp., Hinsdale Bancorp, Inc., Libertyville Banppinc. and Crabtree Capital Corporation
based upon exchange ratios approved by sharehafieaxh of the companies.

The combination was accounted for under the poalfrigterests method.

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

EIGHT MO. ENDED YEAR ENDED
AUG. 31, 1996 DEC. 31, 1995

Net interest income:

Lake Forest Bancorp, Inc. $ 3,648 4 431
Hinsdale Bancorp, Inc. 2,380 2 ,067
North Shore Comm. Bancorp, Inc. 2,140 1 , 746
Libertyville Bancorp, Inc. 875 157
Crabtree Capital Corporation 366 1 ,299

Consolidated $ 9,409 9 ,700

Other noninterest income:

Lake Forest Bancorp, Inc. $ 726 1 ,115
Hinsdale Bancorp, Inc. 507 572
North Shore Comm. Bancorp, Inc. 429 264
Libertyville Bancorp, Inc. 132 21
Crabtree Capital Corporation 3,352 6 572

Consolidated $ 5,146 8 ,544

Net income (loss):

Lake Forest Bancorp, Inc. $ 545 1 ,015
Hinsdale Bancorp, Inc. 29 420
North Shore Comm. Bancorp, Inc. (901) (862)
Libertyville Bancorp, Inc. (862) (958)
Crabtree Capital Corporation  (727) 1 ,882

Consolidated $ (1,916) 1,497

(17) ACQUISITION

On October 24, 1996, the Board of Directors appidhe acquisition of Wolfhoya Investments, Inc. @Mioya"), a company organized pr

to the reorganization of the Company (see notebg&ertain directors and executive officers of @@mpany for purposes of organizing a de
novo bank in Barrington, lllinois. Also, on Octoli24, 1996, an Agreement and Plan of Merger by @&tedren Wintrust Financial

Corporation and Wolfhoya Investments, Inc. was atext: The Company issued an aggregate of 87,556ssbhCommon Stock to complete
the acquisition which was accounted for under trelpase method and, accordingly, the results ofatipas are included in the Consolidated
Statements of Operations from the date of acqaisitin addition, there were outstanding commonkstearrants and stock options of
Wolfhoya that, as a result of the transaction, eoted by their terms into Warrants to purchase3®ghares and Options to purchase 68,534
shares of Common Stock of the Company, all at tligséed exercise price of $14.85 per share. Asqgfdhe transaction, the Company
assumed approximately $502,000 of Wolfhoya's ontitey debt which amount was refinanced under tha@2my's revolving line of credit.
Barrington Bank and Trust Company, the de novo belmkh Wolfhoya began organizing, opened for businen December 19, 1996.
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(18) WINTRUST FINANCIAL CORPORATION
(Parent Company Only)

The Company's condensed balance sheets as of Dec8intil997 and 1996, and the related condensexirstats of operations and cash
flows for the three years ended December 31, 1893asfollows (in thousands, except per share data)

Wintrust Financial Corporation (Parent Company Only) Balance Sheet Data

YEARS ENDED DECEMBER 31,

1 997 1996
ASSETS
Cash $ 854 63
Investment in subsidiaries 85, 235 62,262
Due from subsidiary - 785
Other assets 3, 259 1,834
Total assets $ 89, 348 64,944

LIABILITIES AND SHAREHOLDERS' EQUITY

Other liabilities $ 156 267

Notes payable 20, 402 22,057
Shareholders' equity 68, 790 42,620
Total liabilities and shareholders' equity $ 89, 348 64,944

Wintrust Financial Corporation (Parent Company Q&tatements of Operation Data

YEARS ENDED DECEMBER 31,

1997 1996 1995

INCOME
Interest income $ - 3 -
Other income - - -
Total income - 3 -
EXPENSES
Interest expense 953 383 -
Salaries and employee benefits 333 107 -
Merger - 173 -
Other 477 213 56
Goodwill and organizational cost

amortization 138 26 14
Total expenses 1,901 902 70

Loss before income taxes and equity
in undistributed net income (loss)

of subsidiaries (1,901) (899) (70)
Income tax benefit (914) (257) -
Loss before equity in undistributed

net income (loss) of subsidiaries (987) (642) (70)
Equity in undistributed net income

(loss) of subsidiaries 5,833 (331) 1,567
Net income (loss) $ 4,846 (973) 1,497

Wintrust Financial Corporation (Parent Company Q#&ltatements of Cash Flows

YEARS ENDED DECEMBER 31,

199 7 1996 1995

Operating activities:
Net income (loss) $ 48 46  (973) 1,497
Adjustments to reconcile net income



(loss) to net cash provided by
operating activities:
Amortization of goodwill and
organizational costs 1
Deferred income tax benefit 9
Decrease in other assets
(Decrease) increase in other liabilities (1
Equity in undistributed net (income)
loss of subsidiaries (5,8
Net cash (used for) provided by
operating activities 1,7

Investing activities:
Capital infusions to subsidiaries (17,8
Purchase of Wolfhoya Investments,
Inc., net of cash acquired

Net cash used for investing activities (17,8

Financing activities:
Common stock issuance, net 21,2
Dividends on preferred stock
Repurchase of common stock

Increase in notes payable 16,2
Repayment of notes payable (17,8
Advances from (to) subsidiaries 7

Net cash provided by financing
activities 20,4

Net increase (decrease) in cash 7
Cash at beginning of year

Cash at end of year $ 8

38 26 14

14) (257) -
95 64 92
11) 267 -

33) 331 (1,567)

79) (1,204) 36

90 1,858 13,518

- - (45)

- (48) -
00 22,057 -
55) - -
85 (785) -

91 (1,050) 86
63 1,113 1,027
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(19) NET INCOME (LOSS) PER AVERAGE COMMON SHARE

The following table sets forth the number of shaned the net income used to determine net incomeqmemon share for 1997, 1996, and
1995 (in thousands, except per share data):

1997

Net income (loss) available for
common shareholders (A)$ 4,84

Average common shares outstanding B) 7,75
Average common share equivalents 33
Weighted average common shares

and common share equivalents (C) 8,08

Net income (loss) per average
common share - Basic (A/B)$ 0.6
Net income (loss) per average

1996 1995

6 (973) 1,452

5 6,134 5,315
1 - 838

2 (0.16) 0.27

common share - Diluted (AIC)$ 0.6 0 (0.16) 0.24

Common share equivalents result from stock optamsstock warrants being treated as if they had bgercised and are computed by
application of the treasury stock method. No comistwere equivalents were assumed to be outstandliniye year ended December 31, 1996
because accounting standards require that the datigruof earnings per share shall not give effeclommon stock equivalents for any

period in which their inclusion would have the effef decreasing the loss per share amount othemweisiputed.

(20) QUARTERLY FINANCIAL SUMMARY (UNAUDITED)

The following is a summary in thousands of dollas;ept for per common share data, of quartergrfinal information for the years ended

December 31, 1997 and 1996:

FIRST
Interestincome $ 13,078
Interest expense 7,826
Netinterestincome 5,252
Provision for possible loan losses 679

Net interest income after provision
for possible loan losses 4,573

Noninterest income, excluding

securities gains, net 1,592
Securities gains, net -
Noninterest expense 6,354
Income before income taxes (189)
Income tax (benefit) expense (918)
Net income (loss) $729

Net income (loss) per common
share - Basic $0.11

Net income (loss) per common
share - Diluted $0.10

1997 QUARTERS 199

SECOND THIRD FOURTH FIRST SECOND

15,381 17,746 18,906 8,287 8,936
8,592 10,406 11,515 5,207 5,571

6,789 7,340 7,391 3,080 3,365

875 958 892 410 483

5914 6,382 6,499 2,670 2,882

928 1,102 1,211 1,996 1,934
- - 111 18 -
6,424 6,946 7,530 4,958 6,219

418 538 291 (274) (1,403

(708) (773) (1,389) 82 63

1,126 1,311 1,680 (356) (1,466

014 0.6 021 (0.06) (0.25

013 0.15 020 (0.06) (0.25

6 QUARTERS

6,232 7,145

3,942 4,495
451 501

3,491 3,904

1,970 1,614

5339 6,246

) 122 (728)

) 301 548
) 0.05 0.08
) 004 0.08
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Independent Auditors' Report

The Board of Directors
Wintrust Financial Corporation:

We have audited the accompanying consolidatednstatits of condition of Wintrust Financial Corporatiand subsidiaries (the "Company")
as of December 31, 1997 and 1996, and the relatesbtidated statements of operations, changesairekblders' equity, and cash flows for
each of the years in the three year period endeéiber 31, 1997. These consolidated financialrsités 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 consolidated stésrof operations, changes in
shareholders' equity, and cash flows for the yaded December 31, 1995, were audited by other@sdithose report dated May 20, 1996,
expressed an unqualified opinion on those statesnent

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedbhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by manageemiell 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 reploother auditors, the consolidated financial stests referred to above present fairly, in all
material respects, the financial position of WistrEinancial Corporation and subsidiaries as ofeDdwer 31, 1997 and 1996, and the results
of their operations and their cash flows for eatthe years in the three year period ended DeceBihet997, in conformity with generally
accepted accounting principles.

/'SI KPMG PEAT MARW CK LLP

Chicago, Illinois
March 17, 1998
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MANAGEMENT'S DISCUSSION AND ANALYSIS

MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjigrctvith "Selected Financial Highlights" and ther@many's Consolidated Financial
Statements and Notes thereto. In addition to higtbinformation, the following "Management's Dission and Analysis of Financial
Condition and Results of Operations" contains fadalaoking statements that involve risks and uraisties. The Company's actual results
could differ significantly from those anticipatatthese 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 interest irdsrthe difference between the income the Comparsives 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 inchio-interest expense includes salaries and eraplbgnefits as well as occupancy, data
processing, marketing, other expenses and, in X¥3&in 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 taolges 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 portfoknagement's assessment of the
collectibility of the loan portfolio, net loans atgged-off, as well as economic and market factoen®n sale of loans and loan servicing fees
relate principally to the Company's past practitsalling insurance premium finance loans origidatdo the secondary market through a
securitization facility. The Company's current pigeis to retain premium finance loans in the Bamdan portfolios resulting in higher net
interest income, reduced gains on sale of insurpremium finance loans and diminished loan sergiéae income. Fees on loans sold relate
to the Company's practice of originating long-tdixed-rate mortgage loans for sale into the seconderket in order to satisfy customer
demand for such loans while avoiding the interast-risk associated with holding long-term fixeteraortgages in the Banks' portfolios.
These fees are highly dependent on the volumeaberstate transactions and mortgage refinancingtgctThe Company earns trust fees for
managing and administering investment funds foividdals and small businesses. Miscellaneous fadsracome include service charges on
deposit accounts and for ancillary banking servibEm-interest expenses are heavily influencechbygrowth of operations, with additional
employees necessary to staff new banks and tormperbranch facilities and marketing expenses nacg$s promote them. Growth in the
number of account relationships directly affectshsexpenses as data processing costs, suppli¢gagp@nd other miscellaneous expenses.

CHARACTERISTICS OF THE COMPANY'S PROFITABILITY

Wintrust is a relatively young company with the eage life of its subsidiary banks being less tharé years. The Company has grown
rapidly during the past few years and its BanksHasen among the fastest growing community-oriedéedovo banking operations in

lllinois and the country. Because of the rapid giowhe historical financial performance of the Baiand FIFC has been affected by the high
costs associated with growing market share in depasd loans, opening new branches and bankirlifis; making investments in certain
new products and services requiring a long-ternooldt and building an experienced management tetowever, management and directors
of the Company currently believe that sharehol@duer is enhanced by investing in start-up banksbaadches (rather than purchasing banks
at current market premiums) and allowing experidnmoanagement to grow the initial franchise to padsility over a period that generally
takes 13-24 months.

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 organizatidine Company's net interest margin, which hagedrfrom 2.91% to 3.41% over the
last three years, is low compared to industry stedfglfor a variety of reasons. Upon entering newketa, the Company has aggressively
pursued business through competitive rates in dodgarner market share. The Company has beeroaatditi its loan origination activities,
focusing on strong borrowers who often command iavie loan rates. Finally, the Company has maiathenrelatively shorter term, and
therefore lower-yielding, investment portfolio,ander to facilitate loan demand as it emerges, ta@irexcess liquidity in the event deposit
levels fluctuate and because the recent intereseravironment has provided little incentive togst/funds in longer term investments.

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 hurasources and facilities to organize
additional de novo banks and open new branch fiasiliFrom 1996 to 1997, the net overhead ratia&@msined relatively stable at 2.60% in
1997
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as compared to 2.71% in 1996, and to 2.55% in E¥x@6&iding the non-recurring merger expenses. Thrapgaay's objective is to ultimately
reduce the net overhead ratio to a range of 1.52000 of average assets. To that end, it is impbttanote that the Company's more mature
banks have met the overhead goals establishedeh@dmpany with net overhead ratios by bank sub#édias follows:

NE T
OVERH EAD
BANK ESTABLISHED RAT 10
Lake Forest Bank 12/91 1.5 4%
Hinsdale Bank 10/93 1.8 5%
North Shore Bank 9/94 2.2 7%
Libertyville Bank 10/95 2.1 8%
Barrington Bank 12/96 4.7 7%

North Shore Bank's net overhead ratio is highem thauld be expected of a bank of its age; howesignificant branch expansion in
Glencoe in late 1995 and Winnetka in early 1996rkaslted in that ratio remaining above 2%. The @Gany expects that as its existing
Banks continue to mature, the organizational aad-8p expenses associated with future de novo barkke@n banking offices will not ha
as significant an impact on the Company's overhatl.

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 LOCATION T YPE OF FACILITY
December 1997 Crystal Lake Bank Crystal Lake, lllinois Ban k
November 1997 Hinsdale Bank Western Springs, lllinois(2)  Bra nch
February 1997 Lake Forest B ank Lake Forest, lllinois Dri ve-up/walk-up
December 1996 Barrington B ank Barrington, lllinois Ban
August 1996 Hinsdale Bank Clarendon Hills, lllinois(1)  Bra nch
May 1996 North Shore B ank Winnetka, Illinois Bra nch
November 1995 North Shore B ank Wilmette, Illinois Dri ve-up/walk-up
October 1995 Hinsdale Bank Hinsdale, lllinois Dri ve-up/walk-up
October 1995 Libertyville Bank Libertyville, lllinois Ban k
October 1995 Libertyville Bank Libertyville, lllinois Dri ve-up/walk-up
October 1995 North Shore B ank Glencoe, lllinois Bra nch
May 1995 Lake Forest B ank West Lake Forest, lllinois Bra nch
December 1994 Lake Forest B ank Lake Bluff, Illinois Bra nch
September 1994 North Shore B ank Wilmette, Illinois Ban k
April 1994 Lake Forest B ank Lake Forest, lllinois New permanent facilities
October 1993 Hinsdale Bank Hinsdale, lllinois Ban k
April 1993 Lake Forest B ank Lake Forest, lllinois Dri ve-up/walk-up
December 1991 Lake Forest B ank Lake Forest, Illinois Ban k

(1) Operates in this location as Clarendon Hil
Bank.

(2) Operates in this location as Community Bank
of Hinsdale Bank.

Is Bank, a branch of Hinsdale

of Western Springs, a branch

REORGANIZATION

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 then existimgating subsidiaries. As a result of the transactioe Company (formerly known as
North Shore Community Bancorp, Inc., the name ottvlvas changed to Wintrust Financial Corporatioeannection with th
reorganization) became the parent holding compé&ench of the separate businesses, and the shdeebaind warrant holders of each of the
separate holding companies exchanged their shar&ommon Stock and their warrants for a combimatibshares of Common Stock and
Warrants of the Company (the "Reorganization"). Re@rganization was accounted for as a poolingvafrésts transaction and, accordingly,
the Company's financial statements have been eestat a combined and consolidated basis to giveative effect to the combined
operations throughout the reported historical pkyio
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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®B7, 1996, and 1995. The yields
costs include fees which are considered adjustnmentglds. Interest income on non-accruing loaneflected in the year that it is collected.
Such amounts are not material to net interest irconmet change in net interest income in any yéan-accrual loans are included in the
average balances and do not have a material efificitte average yield. This table should be refeiwad conjunction with this analysis and
discussion of the financial condition and resuftsperations (dollars in thousands).

199 7 1996 1995
AVERAGE AVERAGE AVERAGE

AVERAGE YIELD/ AVERAGE YIELD/ AVERAGE YIELD/

BALANCE(1) INTEREST COST BALANCE(1) INTEREST COST BALANCE(1) INTEREST COST
ASSETS
Interest bearing deposits with banks  $ 32,319 $ 1,764 5.46% $ 28,382 $ 1,588 5.60% $51,159 $3,194 6.24%
Federal funds sold 63,889 3,493 547 47,199 2,491 5.28 35,172 2,048 5.82
Investment securities (2) 69,887 3,793 543 88,762 4,327 4.87 58,015 3,202 5.52

Loans, net of unearned discount(2) 620,801

Total earning assets 786,896

Cash and due from

56,134 9.04 347,076 30,631 8.83

65,184 8.28 511,419 39,037 7.63

183,614 17,028 9.27

banks - non-interest bearing 17,966 13,911 8,031
Allowance for possible loan losses (4,522) (3,247) (2,038)
Premises and equipment, net 35,634 26,586 17,687
Other assets 22,110 13,575 10,485

Total assets $ 858,084 $562,244 $362,125

LIABILITIES AND SHAREHOLDERS' EQUITY
Deposits-interest bearing:

NOW accounts $ 66,221 $ 2535 3.83% $45,144 $ 1,713 3.79% $23,214 $ 844 3.64%
Savings and money market deposits 191,317 8,220 4.30 139,150 5,659 4.07 106,247 4,541 4.27
Time deposits 444,587 26,620 5.99 261,502 15,388 5.88 140,724 8,705 6.19

Total interest-bearing deposits 702,125

Short-term borrowings 375
Notes payable 13,319

37,375 5.32 445,796 22,760 5.11

13 3.47 809
951 7.14 15,242

34 4.20
1,361 8.93

38,339 536 461,847 24,155 5.23

10,238 474 4.63
14,044 1,208 8.60

Non-interest bearing deposits 73,280 51,249 29,304
Other liabilities 7,481 7,420 7,181
Shareholders' equity 61,504 41,728 31,173
Total liabilities and
shareholders' equity $ 858,084 $562,244 $362,125

Net interest income/spread

Net interest margin

$26,845 2.92%

$14,882 2.40%

3.41%

2.91%

2.96%

(1) Average balances were generally computed us

(2) Includes tax equivalent income adjustment
$68,000 for investment securities and loans

ing daily balances.

of approximately $5,000 and

, respectively, in 1997.
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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 categof 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,

1997 COMPARED TO 1996 1996 C OMPARED TO 1995
CHANGE CHANGE CHANGE CHANGE
DUE TO DUE TO TOTAL DUE TO DUETO TOTAL
RATE VOLUME CHANGE RATE VOLUME CHANGE
Interest bearing deposits with banks $ (40) 216 176 (304) (1,302) (1,606)
Federal funds sold 92 910 1,002 (206) 649 443
Investment securities 454 (988) (534) (410) 1,535 1,125
Loans, net of unearned discount 771 24,732 25,503 (861) 14,464 13,603
Total interest income 1,277 24,870 26,147 (1,781) 15,346 13,565
NOW accounts 16 806 822 39 830 869
Savings and money market deposits 336 2,225 2,561 (229) 1,347 1,118
Time deposits 275 10,957 11,232 (444) 7,127 6,683
Short-term borrowings ©) 14) (21) (40) (400)  (440)
Notes payable (252) (158) (410) 47 106 153
Total interest expense 368 13,816 14,184 (627) 9,010 8,383
Net interest income $ 909 11,054 11,963 (1,154) 6,336 5,182

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 fopénmds under review was predominantly impactethieygrowth in the volume of the
overall interest-earning assets (specifically |9amal interest-bearing deposit liabilities. In thble above, volume variances are computed
using the change in volume multiplied by the presgigear's rate. Rate variances are computed usnghiinge in rate multiplied by the
previous year's volume. The change in interesttdi®th rate and volume has been allocated betfestors in proportion to the relationship
of the absolute dollar amounts of the change iteac

ANALYSIS OF FINANCIAL CONDITION

The dynamics of community bank balance sheetsrisrgdly dependent upon the ability of managemeattract 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 ashthnk of choice in a significant amount of housdgfiand 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 significeoawil in the number of accounts and the balandepbsits over the past three years
primarily as a result of de novo bank formatioresyrbranch openings and strong marketing efforttalTeposit balances increased 48.5% to
$917.7 million at December 31, 1997 compared tB%billion at December 31, 1996, and the numberoobunts increased by
approximately 48% from year-end 1996 to year-er@{/19

The following table presents deposit balances byB&inks 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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1997

1996

DEPOSIT PERCENT DEPOSIT PERCENT DEPOSIT PERCENT
BALANCES OF TOTAL BALANCES OF TOTAL BALANCES OF TOTAL
Lake Forest $ 287,765 31% $ 251,906 40% $ 181,186 45%
Hinsdale 206,197 22 140,873 23 104,402 26
North Shore 245,184 27 153,878 25 93,657 23
Libertyville 112,658 12 67,490 11 26,413 6
Barrington 64,803 7 3,882 1 - -
Crystal Lake 1,094 1 - -
Total Deposits $917,701 100% $618,029 100% $ 405,658 100%
Percentage increase from
prior year-end 48.5% 52.4% 82.7%

Short-term borrowings: Short-term borrowings fllateibased on daily liquidity needs of the Banks . At December 31, 1997 and
1996, short-term borrowings consisted of FederalddSypurchased, short-term repurchase agreementeeasdry, tax and loan note option
accounts. The increase in this category is at@ifietto an increase in short-term repurchase agnetsmegotiated with several corporate
clients at year-end 1997.

Notes payable: As of December 31, 1997, the balahoetes payable represented the amount due a®&® million revolving line of credi
Interest charged under the terms of the line alitie at a floating rate equal to, at the Compsuoytion, either the lender's prime rate or the
London Inter-Bank Offered Rate (LIBOR) plus a spkebhe spread was reduced from 1.5% over LIBOR26% over LIBOR effective
September 1, 1997. This revolving credit line isused by the stock of the subsidiary Banks. Thar@ outstanding decreased to $20.4
million at December 31, 1997 from $22.1 millionCetcember 31, 1996. The slight decline was a red\{lt) reducing the outstanding debt to
approximately $2.5 million in March, 1997, by utilig the proceeds from the common stock offerimgt &) offsetting the reduction by
utilizing additional borrowings under the line tnfl the growth of the Company's banking subsidiaai®d to partially capitalize Crystal Lake
Bank in December, 1997.

Total assets and earning assets. The Company's$stts and earning assets were $1.1 billion 868.% million, respectively, at December
31, 1997 compared to $706.0 million and $624.5iom|lrespectively, at December 31, 1996. These asseases during 1997 follow
increases in 1996 from year-end 1995 levels of idllion and $427.5 million, respectively. Theirase in total assets and earning assets
is attributable to the 48.5% increase and the 52m¥gase in the Banks' core deposit balances@dB887 and 1996, respectively. Continued
marketing efforts and a full year of operationstef three banking offices opened in 1996, combimiéld opening of three additional banking
facilities during 1997, contributed to the stromgwth. The Company had 17 total banking facilitiéshe end of 1997 compared to 14 at the
end of 1996 and 11 at the end of 1995.

Loans: The composition of earning assets has dlsfightly as the growth in the level of depositdis accelerated at a quicker pace than loan
production. Accordingly, the additional funding eéeed from the deposit generation process in exaege net loan origination was invested
into shorter-term money market investments. Loamsprised 73.8% and 78.9% of total earning assddeae¢mber 31, 1997 and December
31, 1996, respectively. Total loans, net of unedugiscount, increased 44.7%, from $492.5 milliod@96 to $712.6 million in 1997. The
following table presents loan balances by categbiyecember 31, 1997 and 1996 (dollars in thougands

PERCENT PERCENT
1997 OF TOTAL 1996 OF TOTAL

Commercial and

commercial real estate  $235,483 33% $1 82,403 37%
Indirect auto 138,784 19 89,999 18
Premium finance 128,453 18 57,453 12
Home equity 116,147 16 87,303 18
Residential real estate 61,611 9 51,673 10
Other loans 32,153 5 23,717 5

Total loans $712,631 100% $4 92,548 100%

Growth in the loan portfolio has occurred in eacdijanloan category. The growth in the Company'sroencial and commercial real estate,
home equity, and residential real estate portfaiatue primarily to the growth in the number ohkand branch locations of the Company
and the maturation of the existing banks.
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In order to minimize the time lag typically experoed by de novo banks in redeploying depositshigber yielding earning assets, the
Company has developed lending programs focusegexiadized earning asset niches having large vodush@omogeneous assets that ce
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 Bie0ndirect auto loans. Management continues atuate additional specialized types of
earning assets to assist in the deployment of defposls and to diversify the earning asset poidfol

Premium finance loans. The Company originates comialegpremium finance loans at FIFC which currersyfis them to the Banks;
however, the loans could be funded through an asseitritization facilities. All premium finance los, however financed, are subject to the
Company's stringent credit standards, and subatigrail such loans are made to commercial custenm@urrently, the Company rarely
finances consumer insurance premiums. At Decembet @5, substantially all of the premium finangarls 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. For that reason and betagisecuritization facility was
eliminated during 1997, the balance increased $56m5 million at the end of 1996 to $128.5 millias of December 31, 1997.

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 automalaiéders located in the Chicago area
with which the Company has established relatiorsshijppese credits generally have an original matofit36 to 60 months with the average
actual maturity estimated to be approximately 38Gononths. The risk associated with this portfadidiversified amongst many individual
borrowers. The Company utilizes credit underwrititgndards that result in a high quality portfolibe Company does not currently origir
any significant level of loans to low credit wortfiye. sub-prime) borrowers. Management continuadbnitors the dealer relationships and
the Banks are not dependent on any one deales@sree of such loans. The Company began to orgih&se loans in mid-1995 and has
consistently increased the level of outstanding$oa

Money Market Investments and Investment Securifiese. Company's objective in managing its securjisfolio is to balance liquidity risl
interest rate risk and credit quality such thatehenings of the Company are maximized. Managementnaintained the funds that were not
invested in loans in short-term investment seagiind money market investments. The aggregatgr@amalue of such investments
increased to $252.9 million at December 31, 198mf$132.0 million at December 31, 1996 primarilyaagsult of the deposit growth
increasing at a more rapid pace than loan productiming the year. A detail of the carrying valdete individual categories as of December
31 is set forth in the table below (in thousands).

1997 1996
Federal funds sold $ 60,836 38,835
Interest bearing deposits with banks 85,100 18,732
Investment securities 106,935 74,388

Total money market investments

and investment securities $ 252,871 131,955

Federal funds sold and interest bearing depostts lvéinks are very short-term investments. The loelim these accounts fluctuate based
upon deposit inflows and loan demand. These acsa@rstextremely liquid and provide management thighability to meet liquidity needs
for supplying loan demand or for other reasons.

CONSOLIDATED RESULTS OF OPERATIONS

Comparison of Results of Operations for the Yearddel December 31, 1997 and December 31, 1996

Overview of the Company's Profitability Charactics The following discussion of Wintrust's resulf operations requires an understan
that the Company's bank subsidiaries have all beted new since December, 1991 and have an avkfi@of less than 3 years. The
Company's premium finance company began limitedasjmss in 1991 and also began its operationssaaraup company. Accordingly,
Wintrust is still a young Company that has a sgatef building its customer base and securing bymaduct penetration in each market pl
that it serves. The Company has expanded its bauffites from 5 in 1994 to 17 at the end of 198dding three new offices in each of the
last two years. These expansion activities havergtandably suppressed faster, opportunistic egsnliowever, as the Company matures,
the organization and start-up costs associatedfuiitine bank and branch openings will not haveigsificant an impact on earnings.
Additionally, certain operating ratios at the marature banks are beginning to approach or arertibtta peer group data suggesting that as
the banks become more established, the overalinggrfevel will accelerate.
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General. For the year ended December 31, 199G dhgany's net income increased $5.8 million ovemthor year. Specifically, the
Company recorded net income of $4.8 million in 1@8pared to a net loss of $973,000 for the yede@®ecember 31, 1996. The 1997
income represents earnings per share on a dilatsid bf $0.60 for the year compared to a loss paesof $0.16 for 1996.

The three primary positive factors that added &oiticrease in earnings were

(1) a greater earning asset base coupled with prowved net interest margin resulted in an incréaset interest income of $11.9 million; (2)
the increase in the realization of certain incoeertet operating losses produced net tax bendf##2.6 million in excess of tax benefits
recognized during 1996; and (3) the 1996 resultspefations contained $891,000 of expenses fronCtmpany's September 1996
reorganization transaction where as 1997 containezlich expenses. The negative factors affectimgnes were (1) an increased provision
for possible loan losses primarily due to the gtoimtthe loan portfolio; (2) a decrease in the lefanoninterest income of approximately
$2.6 million as the Company discontinued the s&f@emium finance loans through a securitizatiariliig in favor of maintaining the loans
in its own portfolio as a means to increase intdremme; and (3) an increase of approximately 25%oninterest expenses, excluding the
merger related costs, to support the 49.2% incrieatbe asset size of the Company. These and fabtars will be discussed in greater detalil
in the following sections.

Net interest income. Net interest income incredsek?6.8 million for the year ended December 3B719%rom $14.9 million for thi
comparable period of 1996. This increase in ner@st income of $11.9 million, or 79.9%, was priityaattributable to a 53.9% increase in
average earning assets in 1997 compared to 19@Godition of the earning asset portfolio that eithibthe strongest growth was in the loan
portfolio where the average yield on such loansdased to 9.04% in 1997 from 8.83% in 1996. Ofisgtthe beneficial impact of the
increased earning asset base was an increaserfieshbearing liabilities and the rate paid therfeom 5.23% in 1996 to 5.36% in 1997. The
net impact of the rate and volume changes wasaaase in the net interest margin to 3.41% for 1f8@m 2.91% in 1996. Please refer to the
previous sections of this report titled "AveragddBae Sheets, Interest Income and Expense, angs$hfRate Yields and Costs" and
"Changes in Interest Income and Expense" for amtddbles of information and further discussiothefcomponents of net interest income.

Provision for possible loan losses. The provisimnpossible loan losses increased to $3.4 milioh997, from $1.9 million in the prior year
due to the increases in the loan portfolio ancefanish the reserve for possible loan lossedffi.9 million of net loans charged-offs
during 1997. At December 31, 1997, the allowanceéssible loan losses represented 0.72% of loatsséamding compared to 0.74% of
loans outstanding at December 31, 1996. Managebstistves the reserve for possible loan lossesaquate to cover potential losses in the
portfolio. There can be no assurance that futusseds will not exceed the amounts provided for gitmweaffecting future results of operations.
The amount of future additions to the allowancepfossible loan losses will be dependent upon tbaaay, changes in real estate values,
interest rates, the view of regulatory agenciesatdvadequate reserve levels, and past due andartorping loan levels.

Nor-interest income. Total non-interest income de@dagpproximately $2.6 million, or 34.4%, to $4.9lion for the year ended December
31, 1997, as compared to $7.5 million in the sasreod of 1996.

The Company recorded no gains on the sale of prarfinance loans during 1997 compared to approxity&®.1 million for the year ended
December 31, 1996. The elimination of gains onstile of premium finance loans occurred becausasaltance premium finance loans
originated were retained by the Company during 188teby eliminating any gain from sales to theviwusly maintained securitization
facility. By retaining all premium finance loanegtCompany was able to eliminate borrowing expasseciated with the commercial paper
issued to fund the securitization facility and e&se interest income by maintaining the loans emétance sheet of the Company. Thus,
despite a $3.1 million decline in this income catggthe Company's net interest income improvedndut997.

Loan servicing fees decreased from $1.4 milliontf@ryear ended December 31, 1996 to $0.2 millkorHe year ended December 31, 1997,
primarily due to a decrease in the amount of averagnaged insurance premium finance loans in tB& p8riod. During the fourth quarter
1996, subsequent to the merger of the FIFC anBamés, the majority of insurance premium finanankoriginated were retained by the
Company; thereby eliminating any servicing reveoneewly originated loans. Because the term of pramfinance loans is usually less tt
one year, the average managed insurance premiurs delined rapidly and related servicing feeslaiyi declined. Early in the third
quarter of 1997, the Company no longer servicethpumn finance loans for others; however, the Compaomtinues to service a small
residential real estate portfolio for the Federatibhal Mortgage Association.

Fees on mortgage loans sold relate to income akliyeghe Banks for services rendered in originaéind selling residential mortgages into
the secondary market. Such fees increased
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to $2.3 million in 1997 from $1.4 million in 199@imarily due to new facilities and increased volufke increased volume was a result of a
favorable interest rate environment and effectingpct features, such as low or no cost processingrtain circumstances, that allowed the
banks to differentiate themselves from the comipetitAlso contributing to the increase was a fahy of loan sales at Barrington Bank that
opened during the last month of 1996.

Service charges on deposit accounts increased 54.%%24,000 for the year ended December 31, 1fé®&m, $468,000 for the year ended
December 31, 1996. The increase is a direct re$tiie 48.5% increase in deposit balances from Déee 31, 1996 to December 31, 1997.
The majority of service charges on deposit accorgittes to customary fees on accounts in overgeaditions and for returned items on
accounts.

Trust fees increased to $626,000 from $522,00¢hyears ended December 31, 1997 and 1996, resgectiue primarily to increased trt
business. The general increase in the value afdbéies market also contributed to the increadeés because certain assets under
management are charged fees based on a percehtagentarket value of the accounts.

Nor-interest expense. Total non-interest expenseasetapproximately $4.5 million, or 19.7%, to $2miBion for the year ended
December 31, 1997, as compared to $22.8 millichérsame period of 1996. Excluding the merger-eédlabsts of $891,000 in 1996, the
increase in non-interest expenses from 1996 to ¥@&7approximately 24.6% despite the increasetal &wverage assets of 52.6% during the
same time period. The following paragraphs wilcdss the change in non-interest expense in moad.det

Salaries and employee benefits increased 23.09%47 fo $14.2 million from $11.6 million for the sarperiod of the prior year. The increase
of $2.6 million is principally due to (1) the in@se in the number of banking facilities to 17 at®waber 31, 1997, from 14 at December 31,
1996; (2) an increase of approximately $1.1 millietated to Barrington Bank, which only opened badame fully staffed in December,
1996 but which had a fully operational staff durt®97; (3) additional staffing levels at other &xig facilities to support the increased
customer base; and (4) normal salary increaseshEgrear ended December 31, 1997, salaries anthgeebenefits as a percent of average
assets was 1.66% which closely approximates thep@oys peer group ratio of 1.67%. It is importanhote that salaries and employee
benefits as a percent of average assets is subfitabetter than our peer group at the Companysenmature banks; however, the impact of
staffing de novo banks in the first few years oéigtions tends to bring the Company's ratio upeclasthe peer group average. As Wintrust
banks continue to mature, management is confidhentour staffing costs as a percent of averagesasdleébe more favorable than our peer
group. Wintrust has a philosophy of paying a fewnber of highly effective individuals a salary tligat a premium over market rates rather
than staffing at higher peer group levels. Managerhelieves that this staffing philosophy is effeetin attracting talented individuals and
achieving high levels of productivity. To that erd, of December 31, 1997, Wintrust had approxim&i4l0 million of assets per employee
compared to a peer group ratio of approximatel $aillion of assets per employee.

Occupancy expenses increased to $1.9 million ®ytar ended December 31, 1997, from $1.6 milliwrtHe year ended December 31, 1
due primarily to the addition of three additionatilities during the year and the inclusion of qanicy costs for Barrington Bank for a full
year.

For the year ended December 31, 1997, data progesspenses increased by $323,000, or 31.9%, cenhpathe same period of 1996, as a
result of the increase of average outstanding deand loan balances of approximately 48.5% and%4respectively.

Advertising and marketing expenses increased ® ®illion for the year ended December 31, 1997, gared to $1.1 million for the same
period of 1996, primarily due to increased marlgtinsts to promote the Company's additional bankiogtions. Management anticipates
that higher levels of marketing expense are likelpe incurred in the future as the Company comsrno establish its base of customers,
promotes its newly opened Crystal Lake Bank, arehe@dditional banking facilities.

Nonrecurring mergwrelated expenses were $891,000 during 1996. Thegarization resulted in various legal expenses@aating and tax
related expenses, printing, Securities and Exch@ugemission filing expenses, and other applicakfeases. No such expenses were
incurred during 1997 because the merger was consi@ehin 1996.

Other non-interest expenses increased by $2.2omilér 37.4%, to $8.3 million for the year ended@®uaber 31, 1997, from $6.0 million for
the year ended December 31, 1996, primarily dukediigher volume of accounts outstanding at thakBaControlling overhead expenses is
a basic philosophy of management and is closeljuated. Management is committed to continually e&thg its operations to determine
whether additional expense savings are possiblewitimpairing the goal of providing superior custr service.

Despite the increases in the various nonintergstrese categories during 1997, the Company was ssfoté reducing its ratio of noninter
expenses to total average assets to 3.18%
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in 1997, compared to 3.89% in 1996 excluding nannéng merger expenses. Additionally, the Compamgtio of noninterest expenses to
total average assets of 3.18% compares favoralily pger group that had a ratio of nonintereseasps to total average assets of
approximately 3.29%. Thus, despite the initial higiestment to establish de novo banks, the Compasycontrolled its noninterest exper
in a fashion which is better than other bank hajdiompanies in its peer group.

Income taxes. The Company recorded an income teefibef $3.8 million during 1997, whereas an in@tax benefit of approximately $1.3
million was recorded in 1996. Prior to completidittte Reorganization on September 1, 1996, eatleainerging 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 gengitatehose losses. Accordingly, a valuation allopeawas established against a portion of the
deferred tax assets with the combined result bisiaga minimal amount of Federal tax benefit waeréed. As the separate entities have
become profitable, the Company has recognized tiopaf its tax loss benefits to the extent it isnmlikely than not that such net operating
losses would be realizable. As of December 31, 180Tiet operating losses of the subsidiary bdrgke been recognized in the consolidated
statements of income. However, a portion of Crabtied FIFC net operating losses have not beenmasmbin the financial statements du
the annual limitations imposed by the Internal RexeCode and the requirement that Crabtree and pil&@de sufficient taxable income on
their own behalf to utilize the net operating IasBeurred by those separate entities prior tarteeger.

CONSOLIDATED RESULTS OF OPERATIONS

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

General. The Company recorded a net loss of $983@Ghe year ended December 31, 1996, compartdngt income of $1.5 million for
the year ended December 31, 1995. The 1996 losssets a loss per share of $0.16 for the year amrdgo earnings per share of $0.24 for
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 gai363,000 on the sale of premium finance loans insecuritization facility and a one-time
gain on settlement of contingencies of $735,00fftbe repurchase of a minority interest in a noseditinued subsidiary and the settlement
of various related contingencies. Excluding thesiegy 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-ime 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 threefaeilities 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 incredsekil4.9 million for the year ended December 3B6L%rom $9.7 million for the
comparable period of 1995. This increase in netr@dt income of $5.2 million, or 53.4%, was attréhle to a 55.9% increase in average
earning assets in 1996 compared to 1995. Parti#fetting the changes due to volume was a slighlie in net interest margin to 2.91%
1996 from 2.96% in 1995, due to a decline in theegal interest rate environment during 1996. Beedlns Company's overall earning asset
portfolio repriced at a rate quicker than its lldigis, the decline in interest rates had an unfable 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 coventialtlosses in the portfolio.

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, whiehewdependent upon the total loans originated aldiisto a securitization facility,
decreased to $3.1 million for the year ended Deegr@b, 1996, from $4.4 million for the year of 199%e 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 theGHnd the Banks on September 1, 1996, the
majority of insurance premium finance loans oritfgkbwere retained by the Company; thereby elimmgatiny gain from sales to the
securitization facility. Absent the initial gainc@gnition in 1995
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and the shift by the Company in late 1996 to retlagninsurance premium finance loans, the amougaivfs recorded as a percent of 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 agyen@anaged insurance premium finance loans in986 fieriod. Due to the change in the
structure of the securitization facility in Febrydi995 whereby the loans sold into the securitiwefacility were treated as sales and therefore
qualified to receive a servicing fee, the compardl95 period had only seven months of servicénfeeme on average managed insurance
premium loans.

Fees on mortgage loans sold relate to income akliyeghe Banks for services rendered in originaéind selling residential mortgages into
the secondary market. Such fees increased to $illidmin 1996 from $850,000 in 1995 primarily dteeincreased 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®@6H00 for the year ended Decem
31, 1995. The increase is a direct result of thé%2ncrease 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®iears ended December 31, 1996 and 1995, resggctiue 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 nterést 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 $1illimfor the year ended December 31, 1996 as @ethto $8.0 million for the same
period of the prior year, principally due to ther@ase in the number of banking facilities to 1Datember 31, 1996, from 11 at December
31, 1995. The increase of $3.6 million reflectsrammease of approximately $754,000 related to ltihdiie Bank, which only opened and
became fully staffed in October, 1995 but which bddlly 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
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 $1.7 million ®tar ended December 31, 1996, from $1.0 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&p85.

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 afilei banking locations during the past fifteen mgmehod ended December 31, 1996.

Nonrecurring merg«related expenses were $891,000 during 1996. Theg@rization resulted in various legal expensex@atting and tax
related expenses, printing, Securities and Exch@ugemission filing expenses, and other applicakfeases.

Other non-interest expenses increased by $1.2omillir 25.9%, to $6.0 million for the year ended:@®aber 31, 1996 from $4.8 million for
the year ended December 31, 1995, primarily dukeadiigher volume of accounts outstanding at th&kBaAlso contributing to the increase
was approximately $312,000 in legal fees relateeffiarts to collect a significant nonperforming imance premium finance loan during 1996
compared to approximately $78,000 in the same gerid 995.
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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 completioiihe Reorganization on September 1, 1996, eatteainerging companies except Lake
Forest Bank had net operating losses and, basedthpatart-up nature of the organization, thers ma sufficient evidence to justify the full
realization of the net deferred tax assets gengitatehose losses. Accordingly, a valuation allopeawas established against a portion of the
deferred tax assets with the combined result bitiaga minimal amount of Federal tax benefit wasréed.

ASSET-LIABILITY MANAGEMENT

As a continuing part of its financial strategy, tBempany attempts to manage the impact of fluanatin market interest rates on net interest
income. This effort entails providing a reasondidé&ance between interest rate risk, credit rigjidity risk and maintenance of yield. Asset-
liability management policies are established anditored by management in conjunction with the bdeaf directors of the Banks, subjec
general oversight by the Company's Board of Dimsctbhe policy establishes guidelines for acceptéibiits on the sensitivity of the market
value of assets and liabilities to changes in e@gerates.

Interest rate risk arises when the maturity oricépg periods and interest rate indices of therggeearning assets, interest-bearing liabilities,
and off-balance sheet financial instruments arewdiht, creating a risk that changes in the leteharket interest rates will result in
disproportionate changes in the value of, and #tesarnings generated from, the Company's inteasiing assets, interest-bearing liabilities
and off-balance sheet financial instruments. Then@any's exposure to interest rate risk is managethply through the Company's strategy
of managing the selection of the types and ternistefest-earning assets and interest-bearinditiabiwhich it generates while limiting the
potential negative effects of changes in marketrest rates. Because the Company's primary sofimtemest-bearing liabilities is customer
deposits, the Company's ability to manage the tgpesterms of such deposits may be somewhat linbigezlistomer preferences and local
competition in the market areas in which the Corypaerates. The rates, term and interest rateesd the Company's interest-earning
assets result primarily from the Company's strat#fggvesting in loans and shadrm securities that permit the Company to linsitékposur

to interest rate risk, together with credit rislile at the same time achieving a positive interats spread.

Managing the Company's exposure to interest rakeimvolves significant assumptions about the i@fehip of various interest rate indices,
loan pre-payment assumptions, and other intertssspead assumptions.

One method of assessing general risk to interéstchanges is to assess the time to maturity oicieg of rate sensitive assets and liabilities.
The following table illustrates the Company's estied periodic and cumulative gap positions as taled as of December 31, 1997. An
institution with more liabilities than assets remg over a given time frame is considered liapiiensitive and will generally benefit from
falling rates.

TIME TO MATURITY OR REPRIC ING

0-90 91-365 1-5 OVER 5

DAYS DAYS YEARS YEARS TOTAL
Rate sensitive assets (RSA) $ 564,098 199,041 178,913 1 11,348 1,053,400
Rate sensitive liabilities (RSL) $ 583,613 205,658 96,767 1 67,362 1,053,400
Cumulative gap (GAP = RSA - RSL) $ (19,515) (26,132) 56,014
Cumulative RSA/RSL 0.97 0.97 1.85
Cumulative RSA/Total assets 0.54 0.19 0.17
Cumulative RSL/Total assets 0.55 0.20 0.09
GAP/Total assets (2)% 2)% 5%
GAP/RSA (3)% (3)% 6%
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The gap position illustrated above is but one tbat management utilizes to assess the generaigmisg of the Company's and its
subsidiaries' balance sheets. However, the gap ketd limitations due to its static nature. Acaogtli, management uses an additional
measurement tool to evaluate its asset/liabilitysgarity which determines exposure to changesiarest rates by measuring the percentage
change in net income due to changes in rates owes-gear time horizon. Management measures itegx@ to changes in interest rates
using many different interest rate scenarios. @terést rate scenario utilized is to measure thegpéage change in net income assuming an
instantaneous permanent parallel shift in the yeeldhe of 200 basis points, both upward and dowdwdtilizing this measurement concept,
the interest rate risk of the Company, expressedmescentage change in net income over a twotyrarhorizon due to changes in interest
rates, at December 31, 1997, is as follows:

+200 BASIS -200 BASIS
POINTS POINTS
Percentage change in net income
due to an immediate 200 basis point
change in interest rates over a
two-year time horizon 21.8% (21.6)%

At December 31, 1997, the percentage changes imc¢ane as noted above were within the target rastgblished by the Board of
Directors.

Liquidity and Capital Resources
The following table reflects various measures ef@ompany's capital at December 31, 1997 and 1996:

DECEMBER 31,

1997 1996
Average equity-to-average asset ratio 7.2% 7.4%
Leverage ratio 6.6 6.4
Tier 1 risk-based capital ratio 8.7 7.3
Total risk-based capital ratio 9.4 8.0
Dividend payout ratio 0.0 0.0

The Company's consolidated leverage ratio (Tieadital/total assets less intangibles) was 6.6%eathber 31, 1997 which places the
Company above the "well capitalized" regulatoryelexConsolidated Tier 1 and total risk-based chpétdos were 8.7% and 9.4%,
respectively. Based on guidelines established byrtderal Reserve Bank, a bank holding comparggigited to maintain a ratio of Tier 1
capital to risk-based assets of 4.0% and a ratiotaf capital to risk-based assets of 8.0% in otdéde deemed adequately capitalized.

The Company's principal funds at the holding conydawel 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 minimuniteaquirements, declare dividends to the Compaitlyout obtaining regulatory appro
in an amount not exceeding (a) undivided profite] é) 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 en@ompany's revolving line of credit. .
January 1, 1998, subject to minimum capital reqoéets at the Banks, $5.2 million was availableigisleinds from the Banks without prior
regulatory approval, compared to $2.5 million atuky 1, 1997, and $1.5 million at January 1, 1986cash dividends were paid to the
Company by the Banks during the years ended DeaeBihd 997, 1996 or 1995.

During the first half of 1997, the Company comptkits direct subscription and community offeringtsfCommon Stock. The aggregate sale
was 1,397,512 shares of common stock at a pri§d®50 per share, including 420,000 shares whigle wederwritten by EVEREN
Securities, Inc. The net proceeds (gross procesgsigsuance costs) from the sale of these sharesapproximately $20.3 million.

Effective September 1, 1996, the Company entertedaii$25 million revolving credit line, which chadjinterest at a floating rate equal to, at
the Company's option, either the lender's prime oathe London InteBank Offered Rate (LIBOR) plus 1.50%. Effective fapber 1, 199
this revolving credit line was increased to $30lioml and the maturity date was extended to SeptethbE998. Additionally, effective
September 1, 1997, the interest rate associatédtidtrevolving line of credit was reduced to hieterest at a floating rate equal to, at the
Company's option, either the lender's prime ratelBOR plus 1.25%. The note is secured by the stddke subsidiary banks. The Company
had balances outstanding of $20.4 million and $2#illon at December 31, 1997 and 1996, respecgtiveh March 18, 1997, the Company
reduced the outstanding debt to approximately $2lton by utilizing the proceeds from the commdock offering. However, the Company
then increased the outstanding loan balance biyinglthe line of credit to provide capital to futite growth of its subsidiary banks and to
capitalize its newest de novo bank, Crystal LakekBa

Liquidity management at the Banks involves planrimgeet anticipated funding needs at a reasomalste Liquidity management is guided
by policies, formulated and monitored by the Comymeenior 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, sh-term borrowings and capital contributions by therpany out of the proceeds of borrowings under ¢velving line. In



addition, each of the Banks, except Barrington Bamdt Crystal Lake Bank, are eligible to
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borrow under Federal Home Loan Bank advances, diti@tal 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 obdigfinsurance provided by the FDIC, are availablprovide long-term liquidity. At
December 31, 1997, 61.6% of the Company's totatssgere funded by core deposits with balancestess$100,000, while remaining
assets were funded by other funding sources sucbragieposits with balances in excess of $10008fljc funds, purchased funds, and the
capital of the Banks. At December 31, 1996 and 1899% and 66.3% of total assets were funded by deposits, respectively.

Liquid assets refers to money market assets suEkderal funds sold and interest bearing depositshanks, as well as available-for-sale
debt securities and held-to-maturity securitiehwitremaining maturity less than one year. Neidigissets represent the sum of the liquid
asset categories less the amount of assets plédgedure public funds. At December 31, 1997, inetd assets totaled approximately $169.9
million, compared to approximately $74.3 millionZeécember 31, 1996 and $129.1 million at Decemhed 995.

The Banks routinely accept deposits from a vamétyunicipal entities. Typically, these municipatigies require that banks pledge
marketable securities to collateralize these puldigosits. At December 31, 1997, December 31, a@86December 31, 1995, the Banks had
approximately $78.0 million, $52.7 million and $2%nillion, 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, FIFC, iphst, has relied on proceeds of loan salesdowitzation facility. Following the
Reorganization in September 1996, consistent ighGompany's strategy of augmenting the Bankgniatéoan generation capabilities with
special asset niches, the Banks began purchasngym finance loans originated by FIFC using fupdsvided by deposits and other lower-
cost funding sources. Consequently, FIFC's aatwitinder the existing securitization facility hésen curtailed. The Company is currently
exploring the feasibility of establishing a singleller multi-purpose conduit facility that may kéized in the future to securitize a variety of
different types of assets originated or purchagsethé Company, including premium finance loanghextent and at such times as
management determines asset securitizations tedietle in implementing overall asset/liability mgement strategies.

The Company is not aware of any known trends, cdmanits, events, regulatory recommendations or teiogies 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 trends).

1997 1996 1995 1994 1993
Balance at beginning of year $ 3,636 2,763 1,702 1,357 961
Total loans charged-off:
Core banking loans (448) (190) (43) (20) -
Premium finance (1,126) (207) (247) (40) 5)
Indirect auto (300) (123) - - -
Discontinued leasing operations (241) (583) (109) (205) (728)
Total loans charged-off (2,115) (1,103) (399) (265) (733)
Total recoveries 191 41 30 3 2
Net loans charged-off (1,924) (1,062) (369) (262) (731)
Provision for possible loan losses 3,404 1,935 1,430 607 1,127
Balance at end of year $ 5,116 3,636 2,763 1,702 1,357
Average total loans $ 620,801 347,076 183,614 1 48,209 79,052
Allowance as percent of year-end total loans 0.72% 0.74% 1.07% 0.88% 1.24%
Net loans charged-off to average total loans 0.31% 0.31% 0.20% 0.18% 0.92%
Net loans charged-off to the provision for
possible loan losses 56.52% 54.88% 25.80% 43.16% 64.86%
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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):

1997 1996 1995 1994 1993
Past Due greater than 90 days and still accruing:
Core banking loans $ 868 75 121 13 -
Indirect automobile loans 11 20 - - -
Premium finance loans 887 - 21 3 -
Total 1,766 95 142 16 -
Non-accrual loans:
Core banking loans 782 448 684 - -
Indirect automobile loans 29 - - - -
Premium finance loans 1,629 1,238 1,094 4 4
Total non-accrual loans 2,440 1,686 1,778 4 4
Total non-performing loans:
Core banking loans 1,650 523 805 13 -
Indirect automobile loans 40 20 - - -
Premium finance loans 2,516 1,238 1,115 7 4
Total non-performing loans 4,206 1,781 1,920 20 4
Other real estate owned - - - - -
Total non-performing assets $ 4,206 1,781 1,920 20 4
Total non-performing loans by category as a pe rcent of its own respective
category:
Core banking loans 0.37% 0.15% 0.39% 0.01% 0.00%
Indirect automobile loans 0.03% 0.02% 0.00% 0.00% 0.00%
Premium finance loans 1.96% 2.15% 7.22% 0.01% 0.01%
Total non-performing loans 0.59% 0.36% 0.74% 0.01% 0.00%
Total non-performing assets to total assets 0.40% 0.25% 0.41% 0.01% 0.00%
Nonaccrual loans to total loans 0.34% 0.34% 0.69% 0.00% 0.00%

Non-performing Core Banking Loans:

Total non-performing loans for the Company's caeking business (all loans other than indirect muatoile loans and premium finance
loans) totaled $1.65 million or 0.37% of the Comgarore banking loans. The $1.65 million is cors@di of sixteen loans with relatively
smaller balances and one loan with a balance abappately $805,000 that is well secured by comnadiand residential real estate and that
was brought current during January of 1998. Thdlsmanber of borrowers allows management the oppadrt to monitor closely the status
of these credits and work with the borrowers tohesthese problems effectively. Management bedigiaat each of these loans are well
secured and are actively being collected. As songhimal, if any, losses are currently anticipatedticese loans.

Non-performing Premium Finance Loans

Due to the nature of the collateral, the more $icgnit category of non-performing loans at Decen8ier1997 is premium finance loans. In
the event of default, these loans customarily megd®-150 days to convert collateral into cash
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collections. Accordingly, it is important to noteat the level of non-performing premium financen®#s not necessarily indicative of the loss
inherent in the portfolio. In financing insuranaemiums, the Company does not assume the risksefriormally borne by insurance carriers.
Typically the insured buys an insurance policy framindependent insurance agent or broker whosofieancing through FIFC. The insured
makes a down payment of approximately 15% to 25%@total premium and signs a premium financeegent with FIFC for the balance
due, which amount FIFC disburses directly to tteairance carrier or its agents to satisfy the unpeechium amount. As the insurer earns the
premium ratably over the life of the policy, thesanned portion of the premium secures paymenteobétlance due to FIFC by the insured.
Under the terms of the Company's standard fornmahting contract, the Company has the power teelahe insurance policy if there is a
default in the payment on the finance contracttarmbllect the unearned portion of the premium fithwa insurance carrier. In the event of
cancellation of a policy, the cash returned in pagtof the unearned premium by the insurer shoeiteally be sufficient to cover the loan
balance, the interest and other charges due asinalto the naotification requirements and the ttmprocess the return of the unearned
premium by most insurance carriers, many loansheilome delinquent beyond 90 days while the pratges the unearned premium to the
Company occurs. Management continues to accrueegitim the event that the return of the unearmethjum by the insurance carrier is
sufficient to pay-off the outstanding principal azwhtractual interest due.

Total non-performing premium finance loans as ot&wber 31, 1997 were approximately $2.5 milliod &6% of the outstanding premium
finance loan balance. However, for the year endeceihber 31, 1997, management has recorded neteebiisgof $1.0 million, or 0.98% of
the average outstanding premium finance loan balailanagement has recently implemented additiasidation procedures and systems to
control the level of net charge-offs on premiurafine loans; however, the existing level of net gkanffs of premium finance loans is
acceptable based on an average gross yield fraresttand late fees in excess of 12%.

The amount of non-performing premium finance loahand prior to December 31, 1996 were signifigaletss because, prior to October
1996, the Company had sold its originated loaresgecuritization facility. In October 1996, the Gmany began retaining all originated loans,
and the Company terminated the securitizationifgauring the third quarter of 1997.

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 loans reflected in the table abineeCompany had no significant loans (i) for vhikhe terms had been renegotiated, or (ii)
for which there were serious doubts as to thetghifithe borrower to comply with repayment terms.

Potential Problem Loans. In addition to those lodisslosed under "Nonaccrual, Past Due and Restedtt oans," there are certain loans in
the portfolio which management has identified, tigto its problem loan identification system whiclinixt a higher than normal credit risk.
However, these loans do not represent non-perfayioizins to the Company. Management's review ofdta loan portfolio to identify loans
where there is concern that the borrower will rble 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 shexedd, or have general risk characteristics
that the loan officer believes might jeopardizefilitere timely collection of principal and interggtyments. The principal amount of loans in
this category as of December 31, 1997, and DeceB1her996 were approximately $7.2 million and $hillion, respectively. Loans in this
category generally include loans that were clasgifor regulatory purposes. At December 31, 199tet were no significant loans which
were classified by any bank regulatory agency @namnot included above as nonaccrual, past duestnuctured.

Control of the Company's loan quality is continyalionitored by management and is reviewed by tlaedsoof directors and credit
committees of the Banks on a monthly basis, sulbjettte oversight by the Company's Board of Directbrough its members who serve on
such credit committees. Independent external rewietiie loan portfolio is provided by the examioas conducted by regulatory authorities
and an independent loan review performed by aryesrigaged by the Board of Directors.

Loan Concentrations. Loan concentrations are censitlto exist when there are amounts loaned tolphaunumber 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 337 or December 31, 1996, except for indirect anth premium finance loans.
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Other Real Estate Owned. The Company did not hay&dher Real Estate Owned at the end of any ofdperting periods.
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 asskliabilities 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.

YEAR 2000 COMPLIANCE

A critical issue has emerged in the banking induaird generally for all industries that are heaxéljant upon computers regarding how
existing software application programs and opegagiystems can accommodate the date value for thar"¥000". The Year 2000 issue is the
result of computer programs being written using tiigits (rather than four) to define the applicaydar. As such, certain programs that have
time-sensitive software may recognize a date u%0f as the year 1900 rather than the year 200@ #ssult, the year 1999 (i.e. "99') could
be the maximum date value these systems will ke tabdccurately process. During 1997, managemearbthe process of working with its
outside data processor and other software vendassiure that the Company is prepared for the3@@0. The financial impact to the
Company has not been and is not anticipated todierial to its financial position or results of ogions in any given year.

EFFECTS OF NEW ACCOUNTING PRINCIPLES
STATEMENT OF FINANCIAL ACCOUNTING STANDARDS NO. 130 :

In June, 1997, the Financial Accounting Standardiar& issued Statement of Financial Accounting StedINo. 130, "Reporting
Comprehensive Income" (SFAS No. 130). SFAS No.\Wa6 issued to address concerns over the practiepofting elements of
comprehensive income directly in equity. SFAS N80 &stablishes standards for reporting and disgfl@gmprehensive income and its
components in a full set of general purpose firgratatements. SFAS No. 130 requires all itemsalatequired to be recognized under
accounting standards as components of comprehensiome be reported in a financial statement thdisplayed in equal prominence with
the other financial statements. The statement doesequire a specific format for that financiateiment but requires that a company display
an amount representing total comprehensive incemthé period in that financial statement. SFAS gD is effective for both interim and
annual financial statements for periods beginniiter ®ecember 15, 1997. Comparative financial stetets provided for earlier periods are
required to be reclassified to reflect the provisiof this statement.

STATEMENT OF FINANCIAL ACCOUNTING STANDARDS NO. 131 :

In June, 1997, the Financial Accounting Standardiar& issued Statement of Financial Accounting SteagINo. 131, "Disclosures about
Segments of an Enterprise and Related Informa(i8FAS No. 131). SFAS No. 131 was issued in resptmsequests from financial
statement users for additional and better segmémtnation. The statement requires a variety afldsures to better explain and reconcile
segment data so that a user of the financial s&ttstan be better enabled to understand the iaf@mand its limitations within the context
of the consolidated financial statements. SFAST84. is effective for financial statements for pdadeginning after December 15, 1997. In
the initial year of application, comparative infation for earlier years is to be restated, unleissiimpracticable to do so. SFAS No. 131 n
not be applied to interim financial statementshia initial year of its application, but comparatiaérmation for interim periods in the initial
year of application shall be reported in finansi@tements for interim periods in the second yéapplication.

FORWARD-LOOKING STATEMENTS

This document contains forward-looking statemeritBivthe meaning of Section 27A of the Securis and Section 21E of the Securities
Exchange Act of 1934, as amended (the "Exchang§./Ach forward-looking statements may be deernaéddlude, among other things,
statements relating to anticipated improvemenfmancial performance and management's lterg: performance goals, as well as staten
relating to the Company's business and growthegfies, including anticipated internal growth, plém$orm additional de novo banks and
new branch offices, and to pursue additional paéédevelopment or acquisition of specialty finamesinesses. Actual results could differ
materially from those addressed in the forward-ioglstatements as a result of the following factors

o The level of reported net income, return on ayer@ssets and return on average equity for the @oynpill in the near term continue to be
impacted by start-up costs associated with de hawi and branching operations. Management belignatgle novo banks may typically
require 13 months to two years of operations bel@@ming profitable, due to the impact of orgatiizeal
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and overhead expenses, the startup phase of gegetaeposits and the time lag typically involvedéueploying deposits into attractively
priced loans and other higher yielding earning tasse

o0 The Company's success to date has been andwiihae to be strongly influenced by its abilitydtiract and retain senior management
experienced in banking and financial services.

o Although management believes the allowance fam losses is adequate to absorb losses on aningi@ins that may become
uncollectible, there can be no assurance thatlttveance will prove sufficient to cover actual lolsses in the future.

o If market interest rates should move contrartheoBank's position on interest earning assetsrdatkest bearing liabilities, the "gap" will
work against the Banks and their net interest ircomay be negatively affected.

o The financial services business is highly contipetiwhich may affect the pricing of the Comparigan and deposit products as well as its
services.

o The Company's ability to adapt successfully eht@logical changes to compete effectively in tregkatplace
0 The economic environment may influence growtloans and deposits.
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CORPORATE INFORMATION & LOCATIONS

PUBLIC LISTING AND MARKET SYMBOL
The Company's Common Stock is traded on the NaNdtignal Market SM under the symbol WTFC. The stabkreviation appears as
"WINTRSTFNL" in the Wall Street Journal.

ANNUAL MEETING OF SHAREHOLDERS
May 28, 1998

Deer Path Inn

255 East lllinois Road

Lake Forest, lllinois

2:00 P.M.

FORM 10-K

The Form 10-K Annual Report to the Securities ardiange Commission will be available to holderseard 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, Illinois 60606
Telephone: (312) 427-2953
Facsimile: (312) 427-2879

MARKET MAKERS FOR WINTRUST FINANCIAL CORPORATION CO MMON STOCK
ABN AMRO Incorporated

Everen Securities, Inc.

Howe Barnes Investments, Inc.

PaineWebber, 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 Drive-thru
911 Telegraph Road

Lake Forest, IL 60045

(847) 614097



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

Western Springs Location
4471 Lawn Avenue
Western Springs, IL 60558
(630) 246-7100

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, IL 60022
(847) 835-1700

Drive-thru
633 Vernon Avenue
Glencoe, IL 60022

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) 36'-6800



Drive-thru

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

BARRINGTON BANK
& TRUST COMPANY
Main Bank

201 S. Hough Street
Barrington, IL 60010
(847) 842-4500

CRYSTAL LAKE BANK

& TRUST COMPANY
Main Bank

12 E. Crystal Lake Avenue
Crystal Lake, IL 60014
(815) 479-5200

FIRST INSURANCE FUNDING
CORPORATION

520 Lake Cook Road

Suite 300

Deerfield, IL 60015

(847) 374-3000
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EXHIBIT 10-3

SECOND AMENDMENT TO
LOAN AGREEMENT

THIS SECOND AMENDMENT TO LOAN AGREEMENT dated as 8&ptember 1, 1997 (this "Amendment"), is betwedNTRUST
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, asdaohéy a First Amendment
thereto dated March 1, 1997 (collectively, the "@égment"); and

WHEREAS, the Borrower and the Bank desire to antkadAgreement as more fully described herein.

NOW, THEREFORE, in consideration of the premises atfier 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 measisgt forth in the Agreement.
2. AMENDMENTS TO THE AGREEMENT.

2.1 Amendment to the first "WHEREAS" clause of Agreement.
The first "WHEREAS" clause of the Agreement is ligramended as of the date hereof by deletingiisiantirety and replacing it with the
following:

"WHEREAS, the Borrower desires to borrow from LdSailp to the sum of THIRTY MILLION DOLLARS ($30,00800 in order to support
the Borrower's working capital needs;

2.2 Amendment to Section 1 of the Agreement. Sediof the Agreement is hereby amended as of tteestaaeof by deleting the figure
"TWENTY FIVE MILLION DOLLARS ($25,000,000)" and swituting therefor the figure "THIRTY MILLION DOLLARS ($30,000,000)".

2.3 Amendment to Section 3 of the Agreement. Se@iof the Agreement is hereby amended as of tteetdaeof by deleting the figure
"TWENTY FIVE MILLION DOLLARS ($25,000,000)" and suitituting therefor the figure "THIRTY MILLION DOLLARS ($30,000,000)'



2.4 Amendment to Section 3(a) of the Agreementti@e8(a) of the Agreement is hereby amended #ésenflate hereof by deleting it in its
entirety and replacing it with the following:

"(a) Interest on amounts outstanding under the Nlo#d be payable quarterly, in arrears, commencm@ecember 1, 1997 and continuing
the first day of each March, June, September arwiDber thereafter. A final payment of all outstagdhmounts due under the Note
including, but not limited to principal, interestchany amounts owing under Subsection 10(m) ofAlgirement, if not payable earlier, shall
be due and payable on September 1, 1998. The amoutstanding under the Note from time to timeldtwdr interest calculated on the
actual number of days elapsed on the basis of al&@@g@ear, at a rate equal, at the Borrower's nptmeither (a) the London Inter-Bank
Offered Rate ("LIBOR") plus 125 basis points, orttie Prime Rate (whichever rate is so selected;Ititerest Rate")."

2.5 Amendment to Section 7(b) of the AgreementtiSed(b) of the Agreement is hereby amended dketlate hereof by deleting
subsections
(d) and (e) and replacing them with the following:

(d) maintain such capital as is necessary to caeask Subsidiary to be classified as an "adequadgdifalized" institution in accordance with
the regulations of the FDIC, currently measuredhenbasis of information filed by Borrower in itaayterly Consolidated Report of Income
and Condition (the "Call Report") as follows:

(i) Total Capital to Risk-Weighted Assets of natde¢han 8%;
(i) Tier 1 Capital to Risk-Weighted Assets of me$s than 4%; and

(iii) Tier 1 Capital to average Total Assets of texts than 4% (For the purposes of this subse(didiii), the average Total Assets shall be
determined on the basis of information containethepreceding four (4) Call Reports);

(e) cause the Borrower, on a consolidated basisaiatain tangible equity capital of no less th&0,$00,000. For the purposes of this Set
7(e), "tangible equity capital" shall mean the safrthe common stock, surplus and retained earntogunts of the Borrower, reduced by the
amount of any goodwill;

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

3.1 Authorization. The Borrower is duly authorizecexecute and deliver this Amendment and is adiccemtinue to be duly authorized to
borrow monies under the

Agreement, as amended hereby, and to perform liigadions under the Agreement, as amended hereby.
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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,aaaended hereby, is a legal, valid and bindinggalbibn of the Borrower, enforceable
against the Borrower in accordance with its terexsept as enforceability may be limited by bankeypinsolvency or other similar laws of
general application affecting the enforcement efiitors' rights or by general principles of eq(iityiting the availability of equitable
remedies.

3.4 No Default. As of the date hereof, no EveriDefault under Section 9 of the Agreement, as anmbgiehis 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 Borrower;

(b) A Replacement Revolving Note in the form atethereto as Exhibit A-2, duly executed by the Bweer; and
(c) Such other documents and instruments as thk B@sonably requests.

5. GENERAL.

5.1 Law. This Amendment shall be construed in ataoce 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 tfesspective successors and assigns.
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5.3 Confirmation of the Agreement. Except as amdriggeby, the Agreement shall remain in full forcel effect and is hereby ratified and
confirmed in all respects.

LASALLE NATIONAL BANK WINTRUST FI NANCIAL
CORPORATION

By: By:

Its: Its:



Exhibit A-2

REPLACEMENT REVOLVING NO TE

$30,000,000
Dated: September 1, 1997

FOR VALUE RECEIVED, WINTRUST FINANCIAL CORPORATIONan lllinois corporation (the "Maker") promisespay to the order of
LASALLE NATIONAL BANK, a national banking associatn (the "Bank") the lesser of: the principal sufTefiIRTY MILLION

DOLLARS ($30,000,000), or the aggregate unpaidgipied amount outstanding under the Loan AgreematediSeptember 1, 1996 (as
amended from time to time, the "Loan Agreementtjieen the Bank and the Maker at the maturity omunitis and in the amount or
amounts as stated on the records of the Bank tegeiith interest (computed on actual days elapsetthe basis of a 360 day year) on any
all principal amounts outstanding hereunder frametio time from the date hereof until maturity ehstst shall be payable at the rates of
interest and the times set forth in the Loan Agreetmin no event shall any principal amount haveagurity later than September 1, 1998.

This Note shall be available for direct advances.

Principal and interest shall be paid to the Baniksatffice at 135 South LaSalle Street, Chicafjimdis 60674, or at such other place as the
holder of this Note may designate in writing to Maker. This Note may be prepaid in whole or intgarprovided for in the Loan
Agreement.

This Note evidences indebtedness incurred unddrtdgha Agreement, to which reference is hereby niada statement of the terms and
conditions under which the due date of the Notanyrpayment thereon may be accelerated. The hofdkis Note is entitled to all of the
benefits provided for in the Loan Agreement.

The Maker agrees that in action or proceedingtinstil to collect or enforce collection of this Natee amount on the Bank's records shall be
conclusive and binding evidence, absent demonsteiobr, of the unpaid principal balance of thigéNo

This Note is in replacement and substitution of,rmt repayment for, a Revolving Note of the Boreowlated September 1, 1997 in the
principal amount of $25,000,000 and is in no wagmaed to constitute a novation therefor.

WINTRUST FINANCIAL CORPORATION

By:
Its:



EXHIBIT 21.1

Subsidiaries of the Registrant

State of Organization
Subsidiary or Incorporation

Lake Forest Bank and Trust Company Illinois

North Shore Community Bank and Trust Company Illinois

Hinsdale Bank and Trust Company lllinois

Libertyville Bank and Trust Company lllinois

Barrington Bank and Trust Company, N.A. National Banking Association
Crystal Lake Bank and Trust Company, N.A. National Banking Association
Crabtree Capital Corporation Delaware

First Insurance Funding Corporation lllinois



EXHIBIT 23

The Board of Directors
Wintrust Financial Corporation:

We consent to incorporation by reference in thei®egion Statement (No. 333-33459), on Forr@ & Wintrust Financial Corporation of ¢
report dated March 17, 1998, relating to the cadatdéd statements of condition of Wintrust Finah€arporation and subsidiaries as of
December 31, 1997 and 1996, and the related cdasedl statements of operations, changes in shdmBbequity, and cash flows for eacl
the years in the three-year period ended Decentherd®7, which report is incorporated by refereincie December 31, 1997 annual report
on Form 10-K of Wintrust Financial Corporation.

/sl KPMG Peat Marwi ck LLP
Chicago, Illinois

March 30, 1998



ARTICLE 9

This schedule contains summary financial infornragatracted from the annual audited financial statets of Wintrust Financial
Corporation for the year ended December 31, 1997 jsaqualified in its entirety by reference to Bdinancial statements

CIK: 0001015328
NAME: Wintrust Financial Corporation

MULTIPLIER: 1,000

PERIOD TYPE YEAR YEAR
FISCAL YEAR END DEC 31 199 DEC 31 199
PERIOD START JAN 01 199 JAN 01 199
PERIOD END DEC 31 199 DEC 31 199
CASH 32,15¢ 36,58!
INT BEARING DEPOSITS 85,10( 18,73:
FED FUNDS SOLL 60,83¢ 38,83t
TRADING ASSETS 0 0
INVESTMENTS HELD FOR SALE 101,93¢ 69,381
INVESTMENTS CARRYING 5,001 5,001
INVESTMENTS MARKET 4,96¢ 4,91z
LOANS 712,63: 492 ,54¢
ALLOWANCE 5,11¢ 3,63¢
TOTAL ASSETS 1,053,40! 706,03
DEPOSITS 917,70: 618,02¢
SHORT TERM 35,49: 7,05¢
LIABILITIES OTHER 11,01 16,27:
LONG TERM 20,40z 22,05]
PREFERRED MANDATORY 0 0
PREFERREL 0 0
COMMON 8,11¢ 6,60
OTHER SE 60,67: 36,01
TOTAL LIABILITIES AND EQUITY 1,053,40! 706,03
INTEREST LOAN 56,06¢ 30,63:
INTEREST INVEST 9,04t 8,40¢
INTEREST OTHER 0 0
INTEREST TOTAL 65,11 39,03
INTEREST DEPOSIT1 37,37t 22,76(
INTEREST EXPENSE 38,33¢ 1,39¢
INTEREST INCOME NET 26,77: 14,88:
LOAN LOSSES 3,40¢ 1,93t
SECURITIES GAINS 0 18
EXPENSE OTHEF 27,25¢ 22,76:
INCOME PRETAX 1,05¢ (2,283
INCOME PRE EXTRAORDINARY 4,84¢ (973
EXTRAORDINARY 0 0
CHANGES 0 0
NET INCOME 4,84¢ (973)
EPS PRIMARY 0.62 (0.16
EPS DILUTED 0.6C (0.16
YIELD ACTUAL 3.41 2.91
LOANS NON 2,44( 1,68¢
LOANS PAST 1,76¢ 1,781
LOANS TROUBLED 0 0
LOANS PROBLEM 7,21¢ 1,10C
ALLOWANCE OPEN 3,63¢ 2,765
CHARGE OFF¢ (2,115 (1,103
RECOVERIES 11¢ 41
ALLOWANCE CLOSE 5,11¢ 3,63¢
ALLOWANCE DOMESTIC 3,712 2,28(
ALLOWANCE FOREIGN 0 0
ALLOWANCE UNALLOCATED 1,40¢ 1,35¢
End of Filing
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