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OceanFirst Financial Corp.
Consolidated Statements of Financial Condition
(dollars in thousands, except per share amounts)

September 3C

2008

December 31

2007

(Unaudited)
ASSETS
Cash and due from ban $  26,73( $ 27,54
Investment securities available for s 45,30¢ 57,62¢
Federal Home Loan Bank of New York stock, at « 19,13( 22,94
Mortgagebacked securities available for s 43,48’ 54,135
Loans receivable, ni 1,647,31 1,675,91
Mortgage loans held for sa 4,161 6,072
Interest and dividends receival 6,89¢ 6,91¢
Real estate owned, n 654 43¢
Premises and equipment, | 20,98¢ 17,88:
Servicing asse 7,65¢ 8,94(
Bank Owned Life Insuranc 39,38’ 38,43(
Other asset 14,54: 10,65
Total asset $1,876,25! $1,927,49!
LIABILITIES AND STOCKHOLDERS ' EQUITY
Deposits $1,315,74 $1,283,79
Securities sold under agreements to repurchaseretdfi customer 67,68: 69,807
Securities sold under agreements to repurchasethdtRederal Home Loan Ba — 12,00(
Federal Home Loan Bank advan 323,50( 393,00(
Other borrowing 27,50( 27,50(
Advances by borrowers for taxes and insure 8,08¢ 7,58¢
Other liabilities 9,69t 9,50¢
Total liabilities 1,752,21. 1,803,19
Stockholder' equity:
Preferred stock, $.01 par value, 5,000,000 shar®azed, no shares issu — —
Common stock, $.01 par value, 55,000,000 sharémaned, 27,177,372 shares issued and 12,364,573
and 12,346,465 shares outstanding at Septemb&088,and December 31, 2007, respecti' 272 272
Additional paic-in capital 204,04( 203,53:
Retained earning 159,10° 154,92¢
Accumulated other comprehensive I (8,710 (3,21))
Less: Unallocated common stock held by
Employee Stock Ownership Pl (5,14 (5,360
Treasury stock, 14,812,799 and 14,830,907 shai@sméember 30, 2008 and December 31, Z
respectively (225,52) (225,85¢)
Common stock acquired by Deferred Compensation 982 1,307
Deferred Compensation Plan Liabil (982) (1,307%)
Total stockholder equity 124,04! 124,30t
Total liabilities and stockholde’ equity $1,876,25 $1,927,49!

See accompanying Notes to Unaudited ConsolidateahEial Statements.

1



Table of Contents

OceanFirst Financial Corp.
Consolidated Statements of Operations
(in thousands, except per share amounts)

Interest income
Loans
Mortgage-backed securitie
Investment securities and ott
Total interest incom
Interest expenst
Deposits
Borrowed funds
Total interest expens
Net interest incom
Provision for loan losse
Net interest income after provision for loan los
Other income (loss
Loan servicing incom
Fees and service charc
Net gain (loss) and lower of cost or market adj&sihon sales of loans and securities
available for sali
Net gain from other real estate operati
Income from Bank Owned Life Insuran
Other
Total other income (los:
Operating expense
Compensation and employee bene
Occupancy
Equipment
Marketing
Federal deposit insuran
Data processin
General and administrati\
Goodwill impairment
Total operating expens
Income (loss) before provision (benefit) for incotares
Provision (benefit) for income tax
Net income (loss

Basic earnings (loss) per shi
Diluted earnings (loss) per she
Average basic shares outstand
Average diluted shares outstand

See accompanying Notes to Unaudited ConsolidateahEial Statements.
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For the three months
ended September 30,

For the nine months
ended September 30,

2008 2007 2008 2007
(Unaudited) (Unaudited)
$23,827  $25,94f $72,92¢ $ 79,52¢
52t 68¢€ 1,71C 2,127
88¢ 1,59( 3,78i 5,494
25,23¢  28,22¢ 78,42 87,14¢
6,25¢ 9,32¢ 20,82 27,77¢
4,34¢ 6,06€  14,46¢ 19,43
10,60« 15,39:  35,29¢ 47,20¢
14,63( 12,831 43,121 39,94(
40C 75 1,17¢ 52t
14,23( 12,75¢  41,95: 39,41t
121 12€ 29: 35€
2,62¢ 2,942 8,292 8,72¢

46€  1,15¢ 344  (11,67¢)
79 8 97 27
314 324 957 94z

2 6 13 41
3,607 4,56z 9,99 (1,586
6,16¢ 6,75t  17,90] 22,22
1,54¢ 1,56¢ 3,94: 4,02¢
46¢€ 54: 1,43: 1,631
452 35¢ 1,29¢ 1,04¢
301 16¢€ 952 444
77¢ 85¢ 2,37¢ 2,62¢
2,54¢ 2,357 7,351 8,43(
— — — 1,01¢
12,260 12,61 35,26¢ 41,44°
5,57¢ 4,70¢ 16,68 (3,616
1,85. 158 542( (1,597
$ 3,72: $3,12¢ $11,26! $ (2,019
$ 032 $ 027 $ 097 $ (0.18
$ 032 $ 027 $ 0.9 $ (0.18
11,67¢ 11561 11,66 11,52:
11,75, 11,64 11,72 11,52:
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Balance at December 31,
2006
Comprehensive los
Net loss
Other comprehensiv
loss:
Unrealized los
on securitie:
(net of tax
benefit
$1,543)
Total comprehensive ot
Stock award:
Treasury stock allocated to
restricted stock pla
Tax benefit of stock plar
Purchase 49,701 shares of
common stocl
Allocation of ESOP stoc
ESOP adjustmet
Cash dividend - $.60 per
share
Exercise of stock optior
Sale of stock for the
deferred compensatior
plan
Balance at September 30,
2007

Balance at December 31,
2007
Comprehensive incom
Net income
Other comprehensiy
loss:
Unrealized los
on securitie:
(net of tax
benefit
$3,277)
Reclassificatio
adjustment
for losses
included in
net income
(net of tax
benefit
$316)
Total comprehensive
income
Stock award:
Treasury stock allocated
restricted stock pla

OceanFirst Financial Corp.
Consolidated Statements of
Changes in Stockholders’ Equity(Unaudited)

(in thousands, except per share amounts)

Common Stock

Accumulated Employee
Other Stock Acquired by Deferred
Common Additional Comprehensive  Ownership Deferred Compensatior
Paid-In Retained Treasury Compensation
Stock Capital Earnings Loss Plan Stock Plan Plan Liability Total

$ 272 $201,93 $164,12: $ @470 $ (6,369 $(227,170 $ 1451 $ (1,457 $132,32(

— — (2,019 — — — — — (2,019)

— — — (2,23 — — — — (2,239
(4,259

— 354 — — — — — — 354
— (295) 3) — — 29¢ — — —

_ _ — — — (1,112 — — (1,117

— — (6,789 — — —
— — (99¢) — — 2,04t — — 1,047

_ _ _ _ — — (51) 51 —

$ 272 $203,23 $15431 $ (2,709 $ (5,617 $(225,939 $  1,40¢ $ (1,406 $123,57:

$ 272 $203,53; $154,92¢ $  (3,21) $ (5,360 $(225,850 $ 1,307 $ (1,307 $124,30

— — 11,26: — — — — — 11,26:
— — — (6,08%) — — — — (6,085)
— — — 58€ — — — — 58€
5,76¢
— 431 — — — — — — 431
— (172) (24) — — 19€ — — —



Allocation of ESOP stoc — — — — 21¢ — — — 21¢

ESOP adjustmet — 24¢ — — — — — — 24¢
Cash dividend - $.60 per

share — — (7,025 — — — — — (7,025
Exercise of stock optior — — (36) — — 137 — — 101

Sale of stock for the
deferred compensation

plan — — — — — — (325) 32& —
Balance at September 30
2008 $ 27z $204,04( $159,10° $ (8,710 $ (5,140 $(225,52) $ 98z $ (982) $124,04!

See accompanying Notes to Unaudited ConsolidateahEial Statements.
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OceanFirst Financial Corp.
Consolidated Statements of Cash Flows
(dollars in thousands)

For the nine months
ended September 30,

2008 2007
(Unaudited)
Cash flows from operating activitie
Net income (loss $1126: $ (2,019
Adjustments to reconcile net income (loss) to mshcprovided by operating activitie
Depreciation and amortization of premises and egaigt 1,27¢ 1,48¢
Amortization of ESOF 21¢ 757
ESOP adjustmet 24¢ 90t
Stock awarc 431 354
Amortization of servicing ass 1,59C 1,64¢
Amortization and impairment of intangible ass — 1,091
Net premium amortization in excess of discount eti@n on securitie 32 81
Net amortization of deferred costs and discount®ans 727 72¢
Provision for loan losse 1,17t 52t
Lower of cost or market wri-down on loans held for sa — 9,40(
Net gain on sale of real estate ow! (164) (17)
(Recovery) provision for repurchased loi (211) 3,76(
Net loss on writ-off of fixed asset: — 21
Net gain on sales of loans and securi (139 (1,489
Loans repurchase — (1,012
Proceeds from sales of mortgage loans held for 79,22( 352,37
Mortgage loans originated for s¢ (76,587) (281,34)
Increase in value of Bank Owned Life Insura (957) (942
Decrease (increase) in interest and dividendsvabks 19 (274)
Increase in other asst¢ (929) (1,862
Increase (decrease) in other liabilit 1,40t (12,457
Total adjustment 7,361 73,75(
Net cash provided by operating activit 18,63( 71,73:
Cash flows from investing activitie
Net decrease in loans receiva 25,52( 15,88(
Loans repurchase (96¢) (14,129
Proceeds from sales of loans repurch: — 8,66¢
Proceeds from maturities or calls of investmentigges available for sal 30C 20,78(
Proceeds from sale of investment securities availfaln sale 3,122 —
Purchases of investment securities available fier (937) (681)
Principal payments on mortge-backed securities available for s 11,08¢ 10,37¢
Decrease in Federal Home Loan Bank of New Yorkks 3,811 3,30¢
Proceeds from sales of real estate ow 1,08¢ 63¢
Purchases of premises and equipn (4,382) (683)
Net cash provided by investing activiti 38,64+ 44,15¢
Continuet



Table of Contents

OceanFirst Financial Corp.
Consolidated Statements of Cash Flows (Continued)
(dollars in thousands)

Cash flows from financing activitie
Increase (decrease) in depo
(Decrease) increase in st-term borrowings
Repayments of securities sold under agreemeneptochase with the Federal Home Loan B
Proceeds from Federal Home Loan Bank adva
Repayments of Federal Home Loan Bank adva
Proceeds from other borrowin
Increase in advances by borrowers for taxes andanse
Exercise of stock optior
Dividends paic
Purchase of treasury sto
Tax benefit of stock plar
Net cash used in financing activiti
Net decrease in cash and due from bs
Cash and due from banks at beginning of pe
Cash and due from banks at end of pe

Supplemental Disclosure of Cash Flow Informati
Cash paid during the period ft
Interest
Income taxe:
Non cash activities
Transfer of loans receivable to real estate ow
Transfer of securities sold under agreements torofase to advanc

See accompanying Notes to Unaudited ConsolidateahEial Statements.
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For the nine months
ended September 30,

2008 2007
(Unaudited)
$31,95¢ $ (61,38)
(37,625 3,76(
(12,000) —
57,00( 20,00(
(91,000) (85,000)

— 10,00¢(

50C 504

101 1,043
(7,025 (6,789
= (1,112

— 337
(58,099  (118,63Y)
(817) (2,749
27,54 32,20
$26,73( $ 29,45¢
$ 35,71¢ $ 47,59(
4,52¢ 227
1,141 772
— 21,00(




Table of Contents

OceanFirst Financial Corp.
Notes To Unaudited Consolidated Financial Statemesat

Note 1. Summary of Significant Accounting Policies

The accompanying unaudited consolidated finanta#éments include the accounts of OceanFirst FiabGorp. (the “Company”) and its
wholly-owned subsidiary, OceanFirst Bank (the “Bgrdnd its wholly-owned subsidiaries, Columbia Hohwans, LLC, OceanFirst REIT
Holdings, LLC, and OceanFirst Services, LLC. Themions of Columbia Home Loans, LLC (“Columbia”gme shuttered in late 2007.

The interim consolidated financial statements céfédl normal and recurring adjustments which arghe opinion of management, conside
necessary for a fair presentation of the finanoialdition and results of operations for the peripassented. The results of operations for the
three and nine months ended September 30, 200®arecessarily indicative of the results of oderet that may be expected for all of 2C

Certain information and note disclosures normaliuded in financial statements prepared in accweavith generally accepted accounting
principles have been condensed or omitted, purdodhe rules and regulations of the SecuritiestEaxchange Commission (the “SEC”).

These unaudited consolidated financial statemdutsld be read in conjunction with the audited cdidsted financial statements and notes
thereto included in the Company’s Annual Repoi$tockholders on Form 10-K for the year ended Deezrh, 2007.

Earnings per Share

The following reconciles shares outstanding foidaad diluted earnings per share for the threerémel months ended September 30, 2008
and 2007 (in thousands):

Three months ended  Nine months ended

September 30, September 30,
2008 2007 2008 2007
Weighted average shares issued net of Treasurgs 12,36¢ 12,32¢ 12,35¢ 12,31%
Less: Unallocated ESOP sha (614) (6817) (623 (710
Unallocated incentive award shares and shareshyedgferred compensation pl (73) (87) (75) (85)
Average basic shares outstand 11,67¢ 11,56. 11,661 11,52:
Add: Effect of dilutive securities
Stock options 27 15 12 —
Incentive awards and shares held by deferred cosagien plar 46 67 49 —
Average diluted shares outstand 11,757 11,64: 11,72: 11,52

For the three months ended September 30, 2008G0W 2,200,000 and 1,408,000, respectively, antigi stock options were excluded
from earnings per share calculations. For the mipaths ended September 30, 2008 and 2007, 1,26&r@D0,312,000, respectively,
antidilutive stock options were excluded from eagsi per share calculations. In addition, for threenihonths ended September 30, 2007,
113,000 antidilutive potential shares of commorcistoave been excluded from the calculation of ayerdiluted shares outstanding, as the
Company incurred a net loss for the period.

Comprehensive Income (LosS)

For the three month periods ended September 38, 208 2007, total comprehensive income, repreggnthincome plus or minus the
change in unrealized gains or losses on secuatiatable for sale amounted to $1,685,000 and #1020, respectively. For the nine month
periods ended September 30, 2008 and 2007, tatgyrehensive income (loss) amounted to $5,764,08(66253,000), respectively.

6
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Note 2. Loans Receivable, Net

Loans receivable, net at September 30, 2008 andrbiaer 31, 2007 consisted of the following (in trends):

September 30, 20C

December 31, 20C

Real estate
One-to-four family $ 1,052,41 $ 1,084,68
Commercial real estate, mi-family and lanc 328,71: 326,70°
Constructior 7,88¢ 10,81¢
Consume 215,29: 213,28:
Commercial 55,98: 54,27¢
Total loans 1,660,28. 1,689,77.
Loans in proces (2,795 (2,452
Deferred origination costs, n 5,207 5,14(
Allowance for loan losse (11,219 (10,469
Total loans, ne 1,651,47 1,681,99
Less: Mortgage loans held for s 4,161 6,072
Loans receivable, ni $ 164731 $ 1,675,911

An analysis of the allowance for loan losses ferttiree and nine months ended September 30, 2@03087 is as follows (in thousands):

Three months ended Nine months ended

September 30, September 30,
2008 2007 2008 2007
Balance at beginning of peri $10,91¢ $10,61¢ $10,46¢ $10,23¢
Provision charged to operatio 40C 75 1,17¢ 52t
Charge-offs (109 (14 (647) (84)
Recoveries 3 7 21€ 8
Balance at end of peric $11,21¢ $10,687 $11,21¢ $10,68:

Note 3. Reserve for Repurchased Loans

An analysis of the reserve for repurchased loanthfothree and nine months ended September 38, & 2007 follows (in thousands). The
reserve is included in other liabilities in the aegpanying statements of financial condition.

Three months ended Nine months ended

September 30, September 30,
2008 2007 2008 2007
Balance at beginning of peric $1,708 $5397 $2,39%¢ $ 9,60(
(Recovery) provision charged to operatir (50 (200 (217 3,76(
Loss on loans repurchas (47%) (2,444 (1,00 (10,607
Balance at end of peric $1,18C $2,75¢ $1,18( $ 2,75¢

The reserve for repurchased loans is establishprbtade for expected losses related to outstankbag repurchase requests and additional
repurchase requests which may be received on fmangusly sold to investors. In establishing tbsearve for repurchased loans, the
Company considered all types of sold loans, howetieractual types of loans which resulted in kstimates primarily included subprime
loans with 100% financing and all other subprimeni® and, to a lesser extent, ALT-A and prime loAn&eptember 30, 2008, there was one
unresolved prime loan repurchase request outstgmeiich is subject to an arbitration proceeding.

7
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Note 4. Deposits
The major types of deposits at September 30, 268688&cember 31, 2007 were as follows (in thousands)

September 30, 20C December 31, 200
Type of Accoun
Nor-interes-bearing $ 111,60« $ 103,65t
Interes-bearing checkini 534,83! 454 ,66¢
Money market depos 83,56: 84,287
Savings 205,63t 187,09!
Time deposit: 380,11( 454,08t

$ 1,315,74 $ 1,283,79

Note 5. Recent Accounting Pronouncements

In February 2007, the Financial Accounting Standd@dard (“FASB”) issued Statement of Financial Azeting Standards (“SFAS”)

No. 159,“The Fair Value Option for Financial Assets anddfinial Liabilities”. SFAS No. 159 permits entitimschoose to measure many
financial instruments and certain other items &tfalue. The objective is to improve financial ogfing by providing entities with the
opportunity to mitigate volatility in reported eamgs caused by measuring related assets andtiebitiifferently without having to apply
complex hedge accounting provisions. The Compaopted the statement effective January 1, 2008 atloption of SFAS No. 159 did not
have a material impact on the Company’s finandatesnents as the Company did not choose to measyradditional financial instruments
or certain other items at fair value.

In September 2006, the FASB issued SFAS No. 1540y Value Measurements”. This statement defingsviue, establishes a framework
for measuring fair value in generally accepted aotiag principles, and expands disclosures abdutvéue measurements. This statement
applies under other accounting pronouncementsdiaire or permit fair value measurements, the FA8H#ng previously concluded in
those accounting pronouncements that fair valtieeiselevant measurement attribute. Accordinglig, skatement does not require any new
fair value measurements. The Company adopted atensént effective January 1, 2008. The adoptid®F#S No. 157 did not have a
material impact on the Company'’s operations. Inréaty 2008, Financial Accounting Standards Boaadf$tosition (“FSP”) No. 157-2,
“Effective Date of FASB Statement No. 157" was sd3uFSP No. 157-2 delayed the application of SFAS187 for non-financial assets and
non-financial liabilities until January 1, 2009.@ttober 2008, FSP No. 157-3 “Determining the Nailue of a Financial Asset When the
Market for that Asset Is Not Active” was issued ethclarifies the applications of SFAS No. 157 imarket that is not active.

In June 2007, the Emerging Issues Task Force (“BloFthe FASB issued EITF 06-11 which providesdance on how an entity should
recognize the income tax benefit received on divitiethat are (a) paid to employees holding equégsified nonvested shares, equity-
classified nonvested share units, or equity-clessibutstanding share options and (b) chargedtained earnings under SFAS No. 123(R).
The Company adopted EITF 06-11 effective JanuaB008. The adoption of EITF 06-11 did not have aemal impact on the Company’s
financial statements.

In June 2008, EITF 03-6-1 was issued which addsasbether instruments granted in share-based payna@sactions are participating
securities prior to vesting and, therefore, neeoetincluded in the earnings allocation in compyarnings per share. EITF 03-6-1 is
effective for financial statements issued for flgezars beginning after December 15, 2008. The tamlopf EITF 03-6-1 is not expected to
have a material impact on the Company’s finandetkesnents.

Note 6. Fair Value Measurements

SFAS No. 157 defines fair value as the price thatlal be received to sell an asset or paid to tearssfiability in an orderly transaction
between market participants. A fair market measergrassumes that the transaction to sell the asstnsfer the liability occurs in the
principal market for the asset or liability or lmetabsence of a principal market, the most advantegmarket for the asset or liability. The
price in the principal (or the most advantageouajket used to measure the fair value of the asdethility shall not be adjusted for
transaction costs. An orderly transaction is adaation that assumes

8
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exposure to the market for a period prior to th@sneement date to allow for marketing activitiest tre usual and customary for transact
involving such assets and liabilities; it is ndbeced transaction. Market participants are bugaid sellers in the principal market that are
() independent, (ii) knowledgeable, (iii) ablettansact and (iv) willing to transact.

SFAS No. 157 requires the use of valuation techesghat are consistent with the market approaehintome approach and/or the cost
approach. The market approach uses prices andrefegant information generated by market transastinvolving identical or comparable
assets and liabilities. The income approach usesitiran techniques to convert future amounts, saschash flows or earnings, to a single
present amount on a discounted basis. The cosbaqipis based on the amount that currently wouldeired to replace the service cape
of an asset (replacement costs). Valuation teclesighould be consistently applied. Inputs to vauaaechniques refer to the assumptions
that market participants would use in pricing theet or liability. Inputs may be observable, megtiose that reflect the assumptions market
participants would use in pricing the asset oriliighdeveloped based on market data obtained firmependent sources, or unobservable,
meaning those that reflect the reporting entityi;mm@ssumptions about the assumptions market gaatits would use in pricing the asset or
liability developed based on the best informatigailable in the circumstances. In that regard, SRES157 establishes a fair value hierar
for valuation inputs that gives the highest priptd quoted prices in active markets for identesdets or liabilities and the lowest priority to
unobservable inputs. The fair value hierarchy ifollews:

» Level 1 Inputs — Unadjusted quoted prices in aatiagkets for identical assets or liabilities thad teporting entity has the ability
to access at the measurement ¢

» Level 2 Inputs — Inputs other than quoted pricetuied in Level 1 that are observable for the agsbability, either directly or
indirectly. These include quoted prices for siméasets or liabilities in active markets, quotedes for identical or similar assets
or liabilities in markets that are not active, itgpother than quoted prices that are observabld&asset or liability (for example,
interest rates, volatilities, prepayment speedss &everities, credit risks and default rateshputs that are derived principally
from or corroborated by observable market datadyetations or other mear

» Level 3 Inputs — Significant unobservable inputst tleflect an entity’s own assumptions that mapiegticipants would use in
pricing the assets or liabilitie

A description of the valuation methodologies usmdassets and liabilities measured at fair valaayell as the general classification of such
instruments pursuant to the valuation hierarchgeisforth below.

In general, fair value is based upon quoted makees, where available. If such quoted marketgsrigre not available, fair value is based
upon internally developed models that primarily,seinputs, observable market-based parametelgafitm adjustments may be made to
ensure that financial instruments are recordediavalue. While management believes the Comparalisation methodologies are
appropriate and consistent with other market pagitts, the use of different methodologies or aggtions to determine the fair value of
certain financial instruments could result in datiént estimate of fair value at the reporting date

Securities Available for Sale — Securities classifas available for sale are reported at fair vatilizing Level 1 and Level 2 inputs.
Most of the Company’s investment and mortgage-béslkeeurities are fixed income instruments thanateguoted on an exchange, but
are bought and sold in active markets. Priceshfese instruments are obtained through third paityng vendors or security industry
sources that actively participate in the buying selting of securities. Prices obtained from th&serces include market quotations and
matrix pricing. Matrix pricing is a mathematicattmique used principally to value certain secuwsitigthout relying exclusively on
quoted prices for the specific securities, but carmg the securities to benchmark or comparablergiss.

The following table summarizes financial assets famghcial liabilities measured at fair value oreaurring basis as of September 30, 2008,
segregated by the level of the valuation input&iwithe fair value hierarchy utilized to measurie value (dollars in thousands):

Level 1 Level 2 Total Fair
Level 2
Inputs Inputs Inputs Value
Securities available for sa $741 $88,05¢ $— $88,79¢
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Certain financial assets and financial liabiliteee measured at fair value on a non-recurring bt is, the instruments are not measured at
fair value on an ongoing basis but are subjecaitovialue adjustments in certain circumstancesdkample, when there is evidence of
impairment). Financial assets and liabilities meaduat fair value on a non-recurring basis weresigptificant as of September 30, 2008.

SFAS No. 157 will be applicable to certain non-finel assets and non-financial liabilities meas\aefair value on a recurring and non-
recurring basis, such as real estate owned, begjrid@nuary 1, 2009.

Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations
Critical Accounting Policies

Note 1 to the Compar's Audited Consolidated Financial Statements ferytbar ended December 31, 2007 included in the @oypAnnua
Report on Form 10-K for the year ended DecembeRBQ7, as supplemented by this report, containsrargry of significant accounting
policies. Various elements of these accountingcpesi by their nature, are inherently subject tovestion techniques, valuation assumptions
and other subjective assessments. Certain asseataraied in the consolidated statements of firdrogindition at fair value or the lower of
cost or fair value. Policies with respect to thehmeologies used to determine the allowance fan loases, the reserve for repurchased loans
the valuation of Mortgage Servicing Rights and jmegts regarding securities impairment are the writital accounting policies because
they are important to the presentation of the Camisafinancial condition and results of operatioimsolve a higher degree of complexity
and require management to make difficult and suibjequdgments which often require assumptionsstimeates about highly uncertain
matters. The use of different judgments, assumgtaomd estimates could result in material differeringhe results of operations or financial
condition. These critical accounting policies aheit application are reviewed periodically andeatst annually, with the Audit Committee of
the Board of Directors.

Summary

The Company’s results of operations are primardpehdent on net interest income, which is the idiffee between the interest income
earned on interest-earning assets, such as lodriev@stments, and the interest expense on intbessing liabilities, such as deposits and
borrowings. The Company also generates non-interesime such as income from loan sales, loan sagyitoan originations, merchant
credit card services, deposit accounts, the saddterative investments, trust and asset manageseerices and other fees. The Company’s
operating expenses primarily consist of compensatitd employee benefits, occupancy and equipmerketing, data processing and
general and administrative expenses. The Compaegtdts of operations are also significantly a#éeldby general economic and competitive
conditions, particularly changes in market interagts, government policies and actions of regujeagencies.

During 2008, short-term interest rates declinedthednterest rate yield curve steepened as comparg007. The changing interest rate
environment has generally had a positive impadherBank’s results of operations and net interesgin. Interest-earning assets, both loans
and securities, are generally priced against lotgyen indices, while interest-bearing liabilitiggjmarily deposits and borrowings, are
generally priced against shorter-term indices. Alsdng 2008, there has been a general weakenitigeaiverall economy coupled with
continued concern surrounding the housing markets& conditions have had an adverse impact onghk’8results of operations as non-
performing loans and the provision for loan lodsage increased.

The Company incurred a net loss for the nine moettted September 30, 2007 due to losses at Coluthbi€ompany’s mortgage banking
subsidiary, relating to the origination of subpriftoans. In March 2007, Columbia discontinued thigination of all subprime loans and in
September 2007, the Bank discontinued all loanroatgon activity at Columbia. At September 30, 20 Bank was still holding subprime
loans with a gross principal balance of $5.6 milland a carrying value, net of reserves and loWweost or market adjustment, of $3.5
million and ALT-A loans with a gross principal batze of $7.3 million and a carrying value, net cfawes and lower of cost or market
adjustment, of $6.3 million.
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Analysis of Net Interest Income

Net interest income represents the difference betvikcome on intere-earning assets and expense on interest-bearbititiés. Net interest
income depends upon the relative amounts of intei@sing assets and interest-bearing liabilitied the interest rate earned or paid on them.

The following tables set forth certain informatigating to the Company for the three and nine im®ehded September 30, 2008 and 2007.
The yields and costs are derived by dividing incamexpense by the average balance of assetditiés, respectively, for the periods
shown except where noted otherwise. Average bataseederived from average daily balances. Thelyiahd costs include certain fees
which are considered adjustments to yields.

FOR THE THREE MONTHS ENDED SEPTEMBER 30,

2008 2007
AVERAGE AVERAGE
AVERAGE YIELD/ AVERAGE YIELD/
BALANCE INTEREST COST BALANCE INTEREST COST

(Dollars in thousands)
Assets

Interes-earning asset:
Interest-earning deposits and short-term

investments $ 13,12: $ 43 1.3% $ 17,190 $ 217 5.05%
Investment securities (: 60,37¢ 524 3.47 62,83¢ 89t 5.7C
FHLB stock 19,01¢ 321 6.7 22,43: 47¢ 8.52
Mortgage¢backed securities (: 44,98 52t 4.617 60,53¢ 68¢€ 4.5t
Loans receivable, net ( 1,636,70 23,82 5.82 1,696,67 25,94¢ 6.1z

Total interes-earning asset 1,774,271 25,23¢ 5.6¢ 1,859,67 28,22 6.07
Non-interes-earning asse 91,20: 102,28«
Total asset $1,865,41! $1,961,96.

Liabilities and Stockholders’ Equity
Interes-bearing liabilities:

Transaction deposi $ 799,67: 3,29¢ 1.6¢ $ 727,23 3,831 2.11
Time deposit: 392,89: 2,957 3.01 488,68t 5,48¢ 4.4¢
Total 1,192,56. 6,25¢€ 2.1C 1,215,92. 9,32¢ 3.07
Borrowed funds 417,87: 4,34¢ 4.1¢ 489,66. 6,06¢€ 4.9¢
Total interes-bearing liabilities 1,610,43 10,60¢ 2.6 1,705,58. 15,39: 3.61
Non-interes-bearing deposit 113,30: 116,89!
Non-interes-bearing liabilities 18,05( 16,83¢
Total liabilities 1,741,79 1,839,31
Stockholder' equity 123,62! 122,64¢
Total liabilities and stockholde’ equity $1,865,41! $1,961,96.
Net interest incom $ 14,63( $ 12,83:
Net interest rate spread ( 3.0€% 2.4€%
Net interest margin (4 3.3(% 2.7¢%
FOR THE NINE MONTHS ENDED SEPTEMBER 30,
2008 2007
AVERAGE AVERAGE
AVERAGE YIELD/ AVERAGE YIELD/
BALANCE INTEREST cosT BALANCE INTEREST cosT

(Dollars in thousands)
Assets

Interes-earning asset:
Interest-earning deposits and short-term

investments $ 11,94¢ $ 18t 206% $ 11,21: $ 43C 5.11%
Investment securities (. 62,07+ 2,374 5.1C 69,98( 3,661 6.9¢
FHLB stock 20,28( 1,22¢ 8.07 24,57¢ 1,40¢ 7.61
Mortgage¢backed securities (: 48,65( 1,71C 4.6¢ 63,91: 2,12 4.44
Loans receivable, net ( 1,653,79. 72,92¢ 5.8¢ 1,743,48 79,52¢ 6.0

Total interes-earning asset 1,796,74 78,42 5.82 1,913,16 87,14¢ 6.07
Non-interes-earning asse 93,88’ 101,34!
Total asset $1,890,63. $2,014,51,

Liabilities and Stockholders’ Equity
Interes-bearing liabilities:



Transaction deposi $ 772,57 9,64: 1.6€ $ 723,19 11,11¢ 2.0t

Time deposit: 419,71, 11,18¢ 3.5¢ 501,69 16,66 4.4%
Total 1,192,28 20,821 2.3¢ 1,224,89 27,77¢ 3.02
Borrowed funds 447,75 14,46¢ 4.31 529,58 19,43: 4.8¢
Total interes-bearing liabilities 1,640,03! 35,29¢ 2.8i 1,754,47! 47,20¢ 3.5¢
Non-interes-bearing deposit 110,15 115,29¢
Non-interes-bearing liabilities 17,12: 19,15:
Total liabilities 1,767,31 1,888,92
Stockholder' equity 123,31 125,58!
Total liabilities and stockholde’ equity $1,890,63. $2,014,51.
Net interest incom $ 43,12; $ 39,94(
Net interest rate spread ( 2.95% 2.48%
Net interest margin (4 3.2(% 2.7¢%

(1) Amounts are recorded at average amortized

(2) Amountis net of deferred loan fees, undishdilean funds, discounts and premiums and estimassdallowances and includes loans
held for sale and n«-performing loans

(3) Netinterest rate spread represents the differbatgeen the yield on inter-earning assets and the cost of int--bearing liabilities

(4) Netinterest margin represents net interest incdivided by average inter«-earning asset:
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Comparison of Financial Condition at September 302008 and December 31, 2007
Total assets at September 30, 2008 were $1.876rhill decrease of $51.2 million, compared to $119fion at December 31, 2007.

Loans receivable, net decreased by $28.6 millica b@alance of $1.647 billion at September 30, 20081pared to a balance of $1.676 billion
at December 31, 2007 primarily related to incregeegayments and the Bank’s ongoing strategy tmselly-originated select one-to-four
family loans partly offset by growth in commerciehl estate of $12.0 million.

Deposit balances increased $32.0 million to $18l®&n at September 30, 2008 from $1.284 billidrD&cember 31, 2007. Core deposits,
defined as all deposits excluding time depositsgased $105.9 million partly offset by a $74.0ioml decrease in certificates of deposit as
the Bank continued to moderate its pricing for firisduct. Total Federal Home Loan Bank borrowingsrdased by $81.5 million to $323.5
million at September 30, 2008 as compared to $408IDn at December 31, 2007 primarily due to teduction in loans receivable, net and
the increase in deposits.

Stockholders’ equity at September 30, 2008 was $12vllion compared to $124.3 million at Decembér 3007. Stockholders’ equity was
reduced by an increase in accumulated other corapséte loss and the cash dividend partly offsatdtyincome.

Comparison of Operating Results for the Three and ke Months Ended September 30, 2008 and Septembed, 2007
General

Net income for the three months ended Septembe2(I8 was $3.7 million or $.32 per diluted shasec@mpared to net income of $:
million, or $.27 per diluted share, for the corrasging prior year period. For the nine months erBlegtember 30, 2008, net income was
$11.3 million, or $.96 per diluted share, as coragdo a net loss of $2.0 million or $.18 per sHareghe corresponding prior year period.

Interest Income

Interest income for the three and nine months els#gdember 30, 2008 was $25.2 million and $78.4anjlrespectively, as compared to
$28.2 million and $87.1 million, respectively, filne three and nine months ended September 30, Z8@%ield on interest-earning assets
declined to 5.69% and 5.82%, respectively, forttiiee and nine months ended September 30, 200&gsaced to 6.07% for both the same
prior year periods. Additionally, average intereatning assets decreased by $85.5 million and $Xt#@lion, respectively, for the three and
nine months ended September 30, 2008 as compatlee same prior year period primarily reflectivetiod shuttering of Columbia’s
mortgage banking operations.

Interest Expense

Interest expense for the three and nine monthsde8dptember 30, 2008 was $10.6 million and $35IBomj respectively, compared to $1!
million and $47.2 million, respectively, for theréle and nine months ended September 30, 2007 .cBb@Tinterest-bearing liabilities
decreased to 2.63% and 2.87%, respectively, fothifee and nine months ended September 30, 20@8ngzared to 3.61% and 3.59%,
respectively, in the same prior year periods. Addally, average interest-bearing liabilities dexed by $95.1 million and $114.4 million,
respectively, for the three and nine months endgade®nber 30, 2008, as compared to the same praompgegiods.

Net Interest Incom

Net interest income for the three and nine montited September 30, 2008 increased to $14.6 mdimh$43.1 million, respectively,
compared to $12.8 million and $39.9 million, redpedy, in the same prior year periods reflectingigher net interest margin partly offset
lower levels of interestarning assets. The net interest margin increas8®0% and 3.20%, respectively, for the threerdind months ende
September 30, 2008 from 2.76% and 2.78%, respégctivethe same prior year periods.

Provision for Loan Losses

For the three and nine months ended Septembel0B88, the Bank’s provision for loan losses was $00.,and $1.2 million, respectively,
compared to $75,000 and $525,000, respectivelharsame prior year periods. Nparforming loans increased $3.7 million at Septen3i0g
2008 to $12.5 million from $8.7 million at Decemtsr, 2007. The non-performing loan total includéstdmillion of repurchased one-four
family and home-equity loans and $3.8 million okew-four family and home-equity loans which hadtbéeld for sale, and were previously
written down to their fair market value, includiag individual assessment of each loan’s potent&itimpairment. Loans receivable, net
declined modestly during the first nine months @& while net charge-offs for the three and ninethe ended September 30, 2008 were
$101,000 and $425,000, respectively, as compargd,&00 and $76,000 in the same prior year periblds.increase in the provision for loan
losses was primarily due to the increase in noffiepming loans and the increase in net charge-offs.
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Other Income (Loss)

Other income amounted to $3.6 million and $10.0iom| respectively, for the three and nine monthdesl September 30, 2008, compared to
other income of $4.6 and a net loss of $1.6 milli@spectively, for the same prior year periods it gain (loss) and lower of cost or
market adjustment on sales of loans and secuatiasable for sale was $466,000 and $344,000, otispdy, for the three and nine months
ended September 30, 2008 as compared to a nedfgddn2 million and a loss of $11.7 million, respeely, for the three and nine months
ended September 30, 2007. The net gain for the thanths ended September 30, 2008 includes a §&iil@,000 on the sale of an
investment security. The net gain for the nine hernded September 30, 2008 includes a $902,09@ifomvestment securities transacti
The net loss for the nine months ended Septemhe0&T includes a $9.4 million charge by Columbiagduce loans held for sale to their
current fair market value, a $1.3 million loss be bulk sale of subprime loans and a $3.8 millioarge to supplement the reserve for
repurchased loans. For the three and nine montlede®eptember 30, 2008, the Company recognizedsedsef the provision for
repurchased loans of $50,000 and $211,000, resphbcti

Operating Expenses

Operating expenses were $12.3 million and $35.8amjlrespectively, for the three and nine monthdesl September 30, 2008, as compared
to $12.6 million and $41.4 million, respectivelg,the same prior year periods. The decrease iratipgrexpenses is primarily due to the
shuttering of Columbia in late 2007 which elimirdtaost, but not all, of the expenses related ®wehtity. Also, operating expenses for the
three and nine months ended September 30, 20Qtletlan expense of $1.0 million representing thtevaff of the previously established
goodwill on the acquisition of Columbia. Operatexpenses for the three and nine months ended Setd&f, 2008 also benefited from a
reduction in retirement plan expense. Operatingrgps for the three and nine months ended Sept&@pb2008 include costs relating to the
opening of new branches in Freehold, Waretown aad/iie, New Jersey. Additionally, the Company exeeced increased charges relating
to vacant office space at Columbia as well as coetil elevated professional fees. The elevated gsiofieal fees were related to a number of
areas, including revision of Bank benefit plansrigulatory compliance and costs associated withrGloia.

Provision (benefit) for Income Taxes

Income tax expense (benefit) was an expense ofrillidn and $5.4 million, respectively, for therée and nine months ended Septembe
2008, as compared to an expense of $1.6 millionadpehefit of $1.6 million, respectively, for thense prior year periods.

Liquidity and Capital Resources

The Company’s primary sources of funds are depgmitiscipal and interest payments on loans and gagebacked securities, proceeds fr
the sale of loans, Federal Home Loan Bank (“FHL&7) other borrowings and, to a lesser extent, invexst maturities. While scheduled
amortization of loans is a predictable source ofitj deposit flows and mortgage prepayments agdlgiiafluenced by interest rates,
economic conditions and competition. The Comparsydiber sources of liquidity if a need for addibfunds arises, including various lines
of credit.

At September 30, 2008, the Company had outstarwiagnight borrowings from the FHLB of $22.5 milli@s compared to $58.0 million in
overnight borrowings at December 31, 2007. The Gamptilizes the overnight line to fund short-tdiquidity needs. The Company had
total FHLB borrowings, including overnight borrowgis, of $323.5 million at September 30, 2008, aeks® from $405.0 million at
December 31, 2007.

The Company'’s cash needs for the nine months eBdptémber 30, 2008 were primarily satisfied bygpal payments on loans and
mortgagebacked securities, proceeds from the sale of mgetéizans held for sale and increased depositscasie was principally utilized fi
loan originations and to reduce borrowings. Forrtime months ended September 30, 2007, the casls né¢ghe Company were primarily
satisfied by principal payments on loans and maglsacked securities, maturities or calls of investt securities, proceeds from the sale of
mortgage loans held for sale and the issuancelgfidehe form of trust preferred securities. Thaslt provided was principally used for loan
originations and repurchases, to fund deposit@wtfland reduce Federal Home Loan Bank borrowings.

In the normal course of business, the Companynelytienters into various off-balance sheet commitisigorimarily relating to the
origination and sale of loans. At September 308200tstanding commitments to originate loans ént&38.9 million; outstanding unused
lines of credit totaled $184.2 million; and outstany commitments to sell loans totaled $10.6 millidhe Company expects to have suffic
funds available to meet current commitments arigintpe normal course of business.

Time deposits scheduled to mature in one yearssrtigtaled $281.4 million at September 30, 2008eBaipon historical experience
management estimates that a significant porticsuoh deposits will remain with the Company.
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Under the Company'’s stock repurchase programsestudrOceanFirst Financial Corp. common stock neagurchased in the open market
and through other privately-negotiated transactiémasn time-to-time, depending on market conditiofise repurchased shares are held as
treasury stock for general corporate use. For e months ended September 30, 2008, the Compdnyotlipurchase any shares of common
stock compared with purchases of 49,701 sharethdéonine months ended September 30, 2007 at actugbf $1.1 million. At

September 30, 2008, there were 489,062 sharesnemmad be repurchased under the existing stockrodyase program. Cash dividends
declared and paid during the first nine monthsaff®were $7.0 million as compared to $6.8 millioriie same prior year period. On
October 22, 2008, the Board of Directors declargdarterly cash dividend of twenty cents ($.20) @anmon share. The dividend is payable
on November 14, 2008 to stockholders of recorti@tctose of business on October 31, 2008.

The primary sources of liquidity specifically axaile to OceanFirst Financial Corp., the holding pany of OceanFirst Bank, are capital
distributions from the banking subsidiary, borrogsrand the issuance of debt and trust preferradises. For the first nine months of 2008,
OceanFirst Financial Corp. received a $1.6 millidbridend payment from OceanFirst Bank which wap#emented by existing liquidity.
OceanFirst Financial Corp.’s ability to continuepty dividends and repurchase stock will be paitlgendent upon capital distributions from
OceanFirst Bank which may be adversely affectedapjtal constraints imposed by the Office of Th8ftpervision (“OTS"). Pursuant to
OTS regulations, a natice is required to be filethwhe OTS prior to the Bank paying a dividenddtceanFirst Financial Corp. The OTS has
the regulatory authority to require the Bank tomtein tier one core and total risk-based capit@bsahat are higher than those required to be
“well capitalized,” which may restrict the Bargk&bility to pay dividends to the Company. If then@pany requires dividends from the Banl
meet its liquidity needs, it will file the requiredbtice with the OTS; however, the Company cannediot whether the OTS will approve the
Bank’s request to pay a dividend to OceanFirstritie Corp. The OTS may disapprove a proposed endd notwithstanding the Bank's
compliance with its capital requirements, if theidénd raises safety and soundness concernsha dividend would violate a prohibition
contained in any statute, regulation or agreemetvden the Bank and the OTS or a condition imposetthe Bank by the OTS. If the OTS
disapproves the Bank’s request to pay a dividentdgaCompany, the Company may not have the liquithicessary to pay a dividend in the
future or pay a dividend at the same rate as listity paid, or be able to repurchase its stockS&ptember 30, 2008, OceanFirst Financial
Corp. held $1.7 million in cash and $2.4 millionimvestment securities available for sale. Addiilyn OceanFirst Financial Corp. has an
available line of credit for up to $4.0 million vt was not drawn upon at September 30, 2008.

At September 30, 2008, the Bank exceeded all oédslatory capital requirements with tangible talpdf $149.8 million, or 7.9% of total
adjusted assets, which is above the required &E\&28.3 million or 1.5%; core capital of $149.8lioh or 7.9% of total adjusted assets,
which is above the required level of $56.6 million,3.0%; and risk-based capital of $159.9 million12.5% of riskweighted assets, which
above the required level of $102.0 million or 8.0Pfie Bank is considered a “well-capitalized” ingion under the Office of Thrift
Supervision’s Prompt Corrective Action Regulations.

In October 2008, the United States Treasury anrexiadCapital Purchase Program (the “Program”) @iadified financial institutions. Under
the Program, the Company would be able to issueBBreferred Stock and Warrants to the U.S. Trgasgual to 1% to 3% of risk-
weighted assets, or $12.8 million to $38.3 millidhe Senior Preferred Stock will pay cumulativeididands at the rate of 5% per annum until
the fifth anniversary of the date of investment #mefeafter at a rate of 9% per annum. In additioa,U.S. Treasury would receive warrants
with a term of 10 years to purchase a number afeshaf common stock having an aggregate market pqgcial to 15% of the Senior Prefe|
Stock amount. The Program has many other termsamditions, some of which have not been finalizdthough the Bank is well-
capitalized, the Company is considering particgratn the Program. The application deadline unkdemrogram is November 14, 2008 and
any funding would be expected to occur before peak

Off-Balance Sheet Arrangements and Contractual Obgjations

In the normal course of operations, the Companyegeg in a variety of financial transactions thagdécordance with generally accepted
accounting principles, are not recorded in therfaial statements. These transactions involve, tgivg degrees, elements of credit, interest
rate, and liquidity risk. Such transactions aredu®e general corporate purposes or for customedsieCorporate purpose transactions are
used to help manage credit, interest rate, andtlitgurisk or to optimize capital. Customer tranags are used to manage customezgquest
for funding. These financial instruments and commeitts include unused consumer lines of credit angheitments to extend credit. The
Company also has outstanding commitments to satid@amounting to $10.6 million.
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The following table shows the contractual obligati@f the Company by expected payment period & pfember 30, 2008 (in thousands):

More than
Less than
Contractual Obligation Total One year 1-3 years 3-5 years 5 years
Debt Obligations $418,68. $213,18. $143,00( $35,00C $27,50(
Commitments to Originate Loal 38,94¢ 38,94¢ —
Commitments to Fund Unused Lines of Crt 184,20¢ 184,20t — — —

Debt obligations include borrowings from the FHLScurities Sold under Agreements to Repurchasetied borrowings. The borrowings
have defined terms and, under certain circumsta$dés0 million of the borrowings from the FHLB arellable at the option of the lender
and $27.5 million of the other borrowings are dallisat the option of the Company.

Commitments to originate loans and commitmentsitol funused lines of credit are agreements to lemadcustomer as long as there is no
violation of any condition established in the cawtr Commitments generally have fixed expiratiotedar other termination clauses and may
require payment of a fee. Since some of the comemtmare expected to expire without being drawmutie total commitment amounts do
not necessarily represent future cash requirem&htsCompany’s exposure to credit risk is represkby the contractual amount of the
instruments.

Non-Performing Assets

The following table sets forth information regamglithe Company’s non-performing assets consistimgpataccrual loans and Real Estate

Owned (“REOQ”). It is the policy of the Company tease accruing interest on loans 90 days or motadpasr in the process of foreclosure.
September 3C December 31

2008 2007
(dollars in thousands)
Non-performing loans

Real estat— One-to-four family $ 8,33 $ 6,62
Commercial Real Esta 3,17¢ 1,04(
Constructior — —
Consume 844 58€
Commercial 12¢ 49t
Total nor-performing loan: 12,48¢ 8,741
REO, nel 654 43¢
Total nor-performing asset $ 13,13¢ $ 9,17¢
Allowance for loan losses as a percent of totahso@@ceivabl .68% .62%
Allowance for loan losses as percent of total-performing loan: 89.8¢ 119.7¢
Non-performing loans as a percent of total loans rexsa 75 .52
Non-performing assets as a percent of total a: .7C A8

The non-performing loan total includes $1.4 milleirepurchased one-to-four family and consumendaand $3.8 million of one-to-four
family and consumer loans previously held for saleich were written down to their fair market valnea prior period. The increase in non-
performing loans is primarily related to one comaiedrloan relationship totaling $1.9 million whitlecame nomperforming during 2008. Tt
loan relationship is well secured by adequate coruialereal estate collateral. Additionally, non-fseming one-tofour family loans increast
$1.7 million. The Company also classifies assettordance with certain regulatory guidelinesSAptember 30, 2008, the Company had
$7.2 million designated as Special Mention, $15ilian classified as Substandard and $15,000 diaslsas Doubtful as compared to $8.2
million, $12.4 million and $15,000, respectively leecember 31, 2007. The largest Substandardaetdtip at September 30, 2008 is
comprised of two loans totaling $2.2 million foservice business for which operating revenue icaoently supporting the debt obligation.
The largest Special Mention relationship at Sep&m30, 2008 comprised several credit facilitiea targe, real estate agency with an
aggregate balance of $3.3 million which was cureanto payments, but criticized due to poor opegatesults. The loans are secured by
commercial real estate and the personal guaraftbe grincipals.
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Private Securities Litigation Reform Act Safe Harba Statement

In addition to historical information, this quattereport contains certain forward-looking statetsemhich are based on certain assumptions
and describe future plans, strategies and expextatif the Company. These forward-looking statemarg generally identified by use of the
words “believe,” “expect,” “intend,” “anticipate;estimate,” “project,” or similar expressions. TGempany’s ability to predict results or the
actual effect of future plans or strategies is iehély uncertain. Factors which could have a materiverse effect on the operations of the
Company and the subsidiaries include, but areimiteld to, changes in interest rates, general aninoonditions, legislative/regulatory
changes, monetary and fiscal policies of the U.&@Bment, including policies of the U.S. Treasamny the Board of Governors of the
Federal Reserve System, the quality or composifdhe loan or investment portfolios, demand farligroducts, deposit flows, competition,
demand for financial services in the Company’s retgkea and accounting principles and guideliness@ risks and uncertainties should be
considered in evaluating forward-looking statemeamtd undue reliance should not be placed on statisniehe Company does not undertake
- and specifically disclaims any obligation - tdofialy release the result of any revisions whichyrba made to any forward-looking
statements to reflect events or circumstances tiftedate of such statements or to reflect theroenae of anticipated or unanticipated eve
Further description of the risks and uncertaintiiethe business are included in Item 1, Busineddt@m 1A, Risk Factors of the Company’s
2007 Form 10-K.

ltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

The Company'’s interest rate sensitivity is monitbilerough the use of an interest rate risk (“IRRYdel. The following table sets forth the
amounts of interest-earning assets and interesidgdéabilities outstanding at September 30, 2088ch were anticipated by the Company,
based upon certain assumptions, to reprice or matwgach of the future time periods shown. At 8eyliter 30, 2008, the Company’s one-
year gap was negative 7.58% as compared to negafivés at December 31, 20(

More than More than More than
3 Months 3 Months to 1 Yearto 3 Years to More than
At September 30, 2008 Or Less 1 Year 3 Years 5 Years 5 Years Total
(dollars in thousands)
Interes-earning assets: (.
Interest-earning deposits and short-term
investments $ 7,711 $ — $ — $ — $ — $ 7,711
Investment securitie 58,57: — 303 — 37C 59,24¢
FHLB stock — — — 19,13( 19,13(
Mortgagebacked securitie 5,891 20,28¢ 9,78: 6,32¢ 65€ 42,94¢
Loans receivable (z 240,88: 391,24¢ 530,21: 253,80:. 242,00: 1,658,141
Total interes-earning asset 313,05¢ 411,53 540,29¢ 260,13: 262,15¢ 1,787,18.
Interes-bearing liabilities:
Money market deposit accout 3,79¢ 11,39¢ 30,38 37,98: — 83,56:
Savings accoun 11,11¢ 27,78¢ 74,10: 92,621 — 205,63t
Interes-bearing checking accour 248,01t 40,95¢ 109,22: 136,64( — 534,83!
Time deposit: 78,36! 203,00! 72,48¢ 20,54¢ 5,70¢ 380,11(
FHLB advance:! 47,50( 98,00( 143,00( 35,00( — 323,50(
Securities sold under agreements to repurc 67,68: — — — — 67,68:
Other borrowing 22,50( — — — 5,00( 27,50(
Total interes-bearing liabilities 478,97t 381,14t 429,19¢ 322,79¢ 10,70¢ 1,622,82
Interest sensitivity gap (< $(165,920 $ 30,39: $111,10: $(62,669) $251,45( $ 164,35!
Cumulative interest sensitivity gi $(165,920  $(135,529)  $(24,42°) $(87,09Y)  $164,35¢ $ 164,35!
Cumulative interest sensitivity gap as a percenbia
interes-earning assel (9.28% (7.58% (1.30% (4.80)% 9.2(% 9.2(%

(1) Interest-earning assets are included in thegén which the balances are expected to be regtedland/or repriced as a result of
anticipated prepayments, scheduled rate adjustmemdscontractual maturitie

(2) For purposes of the gap analysis, loans reb&hiacludes loans held for sale and non-perfornhiags gross of the allowance for loan
losses, unamortized discounts and deferred loan

(3) Interest sensitivity gap represents the differdretgveen intere-earning assets and intei-bearing liabilities

Additionally, the table below sets forth the Comyiarexposure to interest rate risk as measurethéyhange in net portfolio value (“NPV”)
and net interest income under varying rate shoslaf &eptember 30, 2008 and December 31, 200Tnéithods used to measure interest rate
sensitivity involve the use of assumptions, whiciyrtend to oversimplify the manner in which actyialds and costs respond to changes in
market interest rates. The Company’s interestsamsitivity should be reviewed in conjunction witle financial statements and notes thereto
contained in the Company’s Annual Report for tharyended December 31, 2007.

16



Table of Contents

September 30, 2008 December 31, 2007

Net Portfolio Value Net Interest Income Net Portfolio Value Net Interest Income
Change in Interest Rates in Basis NPV NPV
Points (Rate Shock) Amount % Change Ratio Amount % Change Amount % Change Ratio Amount % Change
(dollars in thousands)
200 147,65t  (22.0% 8.2% 56,23: (8.0% $125,18: (25.9% 6.8% $51,08:  (10.29%
100 171,14: (9.6) 9.4 58,96 (3.5) 149,67 (10.7) 8C 54,35 (4.4)
Static 189,37¢ - 10.z  61,10( - 167,67! - 8.7 56,87: -
(100) 193,59¢ 2.2 10.z  61,32¢ 0.4 171,05( 2.C 8.8 57,77( 1.€
(200) 181,70: (41 9.6 57,48 (5. 163,05 (2.8) 84 56,24t (1.1

Iltem 4. Controls and Procedures

The Company’s management, including the Company’eipal executive officer and principal financificer, have evaluated the
effectiveness of the Company’s “disclosure contesld procedures,” as such term is defined in RBée1I5(e) promulgated under the
Securities Exchange Act of 1934, as amended, Exetfange Act”). Based upon their evaluation, thirgipal executive officer and principal
financial officer concluded that, as of the endhaf period covered by this report, the Companyssidsure controls and procedures were
effective. Disclosure controls and procedures lagecbntrols and other procedures that are designedsure that the information required to
be disclosed in the reports that the Company @itesubmits under the Exchange Act with the SEGYt¢corded, processed, summarized and
reported within the time periods specified in tH&CSs rules and forms, and (2) is accumulated amdngonicated to the Company’s
management, including its principal executive aridgipal financial officers, as appropriate to alltimely decisions regarding required
disclosure. In addition, based on that evaluatioere were no changes in the Company’s internarabover financial reporting during the
quarter ended September 30, 2008 that have mateaffdcted, or are reasonably likely to materiaffect, the Company’s internal control
over financial reporting.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

The Company is not engaged in any legal proceedifigsnaterial nature at the present time. Frone tiotime, the Company is a party to
routine legal proceedings within the normal cowfkbusiness. Such routine legal proceedings iratfgregate are believed by management to
be immaterial to the Company’s financial conditamresults of operations.

Iltem 1A. Risk Factors

For a summary of risk factors relevant to the Comypaee Part I, Item 1A, “Risk Factors,” in the Z08nnual Report on Form 10-K. There
were no other material changes in risk factorsvezieto the Company’s operations since Decembe2@17 except as discussed below.

Changes in the fair value of securities may rediiocekholdersequity and net income.

At September 30, 2008, the Company maintained @risies portfolio of $88.8 million all of which wadassified as available for sale. The
estimated fair value of the available for sale si¢ies portfolio may increase or decrease dependmthe credit quality of the underlying
issuer, market liquidity, changes in interest rated other factors. Stockholders’ equity is inceglagr decreased by the amount of the change
in the unrealized gain or loss (difference betwienestimated fair value and the amortized costh@favailable for sale securities portfolio,
net of the related tax benefit, under the categbgccumulated other comprehensive income/lossteftie, a decline in the estimated fair
value of this portfolio will result in a decline neported stockholdergquity, as well as book value per common share dBoeease will occi
even though the securities are not sold.

The Company conducts a periodic review and evaloaif the securities portfolio to determine if thecline in the fair value of any security
below its cost basis is other-than-temporary. Faotdich are considered in the analysis includéabe not limited to, the severity and
duration of the decline in fair value of the setyyrihe financial condition and near-term prospeftthe issuer, whether the decline appears to
be related to issuer conditions or general marketdustry conditions, the intent and ability teaie the security for a period of time suffici

to allow for any anticipated recovery in fair valaied the likelihood of any near-term fair valueawery. If such decline is deemed to be other-
than-temporary, the security is written down toesvrcost basis and the resulting loss is chargedtoings as a component of non-interest
income.

At September 30, 2008, the securities availables#ébe portfolio included corporate trust prefersedurities issued by national and regional
banks. The portfolio consisted of eleven $5,000,880es spread between eight issuers. At Septe30b@008, the securities had a book
value of $55.0 million and an estimated fair vatfi€40.8 million. The Company may be required twognize an other-than-temporary
impairment charge related to these securitiesiffélir values do not recover in the future.

17



Table of Contents

Proposed increases in Federal deposit insurantadviérsely affect the Compdmsyearnings.

The Federal Deposit Insurance Corp. (“FDIC”) hagppised new rules which will increase deposit inscesassessment rates and alter the
way it differentiates for risk in the risk-basedassment system. The proposed rule will likelygase the Company’s Federal deposit
insurance beginning in 2009.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
Information regarding the Company’s common stoglurehases for the three month period ended Septe3ob2008 is as follows:

Total Number of
Shares Purchased ¢
Maximum Number of

Part of Publicly Shares that May Yet Bt
Announced Plans o

Total Number of Average price Purchased Under the

Period Shares Purchase Paid per Share Programs Plans or Programs
July 1, 2008 through July 31, 20 -0- -0- -0- 489,06
August 1, 2008 through August 31, 2C -0- -0- -0- 489,06

September 1, 2008 through September 3

2008 -0- -0- -0- 489,06:

On July 19, 2006, the Company announced its irdarb repurchase up to an additional 615,883 shareésb, of its outstanding common
stock.

Item 3. Defaults Upon Senior Securities
Not Applicable

Item 4. Submission of Matters to a Vote of Securityolders
Not Applicable

Item 5. Other Information
Not Applicable

Iltem 6. Exhibits

\E:Tﬂ Certificate of Incorporation of OceanFirst Finan&arp.*

3.2 Bylaws of OceanFirst Financial Corp.

4.0 Stock Certificate of OceanFirst Financial Cor

31.1 Rule 13i-14(a)/15¢-14(c) Certification of Chief Executive Offici
31.2 Rule 13i-14(a)/15¢-14(c) Certification of Chief Financial Offict
32.0 Section 1350 Certificatior

* Incorporated herein by reference into this docatieom the Exhibits to Form S-1, Registration 8baént, effective May 13, 1996, as
amended, Registration No.-80123.
**  |ncorporated herein by reference into this docunfreamh the Exhibit to Form 1-K, Annual Report, filed on March 25, 20(
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SIGNATURES
Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causesdréport to be signed on its behalf by the
undersigned, thereunto duly authorized.

OceanFirst Financial Corp.
Registran

DATE: November 10, 2008 /s/ John R. Garbarino
John R. Garbarin
Chairman of the Board, Preside
and Chief Executive Office

DATE: November 10, 2008 /sl Michael J. Fitzpatrick
Michael J. Fitzpatricl
Executive Vice President a
Chief Financial Office
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Exhibit Index

Exhibit Description

31.1 Rule 13i-14(a)/15+14(c) Certification of Chief Executive Offici
31.2 Rule 13i-14(a)/15+14(c) Certification of Chief Financial Offict
32.0  Section 1350 Certificatior
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Exhibit 31.1

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

I, John R. Garbarino, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of OceanFirst Financial Cory

Based on my knowledge, this quarterly reporsdua contain any untrue statement of a materialdaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

Based on my knowledge, the financial statememis,other financial information included in thisagterly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this

quarterly report

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13a- 15(f) and 15¢ 15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresused such disclosure controls to be designddr our supervision, to
ensure that material information relating to thgistrant, including its consolidated subsidiarisanade known to us by others
within those entities, particularly during the etin which this quarterly report is being prepal

b.  Designed such internal control over financiglorting or caused such internal control over finaneporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c.  Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisiquarterly report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this quarterly
report based on such evaluation;

d. Disclosed in this quarterly report any changtharegistrant’s internal control over financieporting that occurred during the

registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reportir

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
function):

a. All significant deficiencies and material weagses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b.  Any fraud, whether or not material, that invalvaeanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportin

Date: November 10, 2008 /s/ John R. Garbarino

John R. Garbarin
Chief Executive Officer
(principal executive officer
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Exhibit 31.2

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

I, Michael J. Fitzpatrick, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of OceanFirst Financial Cory

Based on my knowledge, this quarterly reporsdua contain any untrue statement of a materialdaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

Based on my knowledge, the financial statememis,other financial information included in thisagterly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13a- 15(f) and 15¢ 15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresused such disclosure controls to be designddr our supervision, to
ensure that material information relating to thgistrant, including its consolidated subsidiarisanade known to us by others
within those entities, particularly during the etin which this quarterly report is being prepal

b.  Designed such internal control over financiglorting or caused such internal control over finaneporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c.  Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisiquarterly report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this quarterly
report based on such evaluation;

d. Disclosed in this quarterly report any changtharegistrant’s internal control over financieporting that occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reportir

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
function):

a. All significant deficiencies and material weagses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b.  Any fraud, whether or not material, that invalvaeanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportin

Date: November 10, 2008 /sl Michael J. Fitzpatrick

Michael J. Fitzpatricl
Chief Financial Officer
(principal financial officer’
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Exhibit 32.0

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADDED BY SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of OceasfHiinancial Corp. (the “Company”) on Form 10-Q tlee period ending September 30,
2008 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), the usigred certify, pursuant to 18 U.S.C.
81350, as added by §906 of the Sarbanes-Oxley {&0@?, that:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2. To my knowledge the information contained in the@&e fairly presents, in all material respects, fihancial condition and resul
of operations of the Company as of and for thegaecovered by the Repo

/s/ John R. Garbarino
John R. Garbarin
Chief Executive Office
November 10, 200

/sl Michael J. Fitzpatrick
Michael J. Fitzpatricl
Chief Financial Office
November 10, 200
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