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PART I

ITEM 1. BUSINESS
Forward Looking Statements

This Annual Report on Form 10-K contains, and other periodic and special reports and press releases of BankFinancial Corporation may contain,
forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended, that involve significant
risks and uncertainties. We intend such forward-looking statements to be covered by the safe harbor provisions for forward-looking statements
contained in the Private Securities Litigation Reform Act of 1995, and are including this statement for purposes of invoking these safe harbor
provisions. These forward-looking statements, which are based on certain assumptions and describe our future plans, strategies and expectations,
are generally identifiable by use of the words �believe,� �expect,� �intend,� �anticipate,� �estimate,� �project,� �plan,� or similar expressions. Our ability to
predict results or the actual effect of future plans or strategies is inherently uncertain and actual results may differ from those predicted. Factors
that could have a material adverse effect on operations and could affect management�s outlook or our future prospects include, but are not limited
to: higher than expected overhead, infrastructure and compliance costs, changes in market interest rates, a flattening or inversion of the yield
curve, less than anticipated balance sheet growth, lack of demand for loan products, unanticipated changes in secondary mortgage market
conditions, deposit flows, pricing, underwriting and other forms of competition, adverse federal or state legislative or regulatory developments,
monetary and fiscal policies of the U.S. Government, including policies of the U.S. Treasury and Federal Reserve Board, deteriorating economic
conditions that could result in increased delinquencies in our loan portfolio, the quality or composition of our loan or investment portfolios,
demand for financial services and multi-family, commercial and residential real estate loans in our market area, the possible short-term dilutive
effect of potential acquisitions or de novo branches, if any, changes in accounting principles, policies and guidelines, and future adverse
developments concerning Freddie Mac or the Federal Home Loan Bank of Chicago. These risks and uncertainties should be considered in
evaluating forward-looking statements and undue reliance should not be placed on such statements. We do not undertake any obligation to
update any forward-looking statement in the future, or to reflect circumstances and events that occur after the date on which the forward-looking
statement was made.

BankFinancial Corporation

BankFinancial Corporation, a Maryland corporation headquartered in Burr Ridge, Illinois, became the owner of all of the issued and outstanding
capital stock of BankFinancial, F.S.B. (the �Bank�) on June 23, 2005, when we consummated a plan of conversion and reorganization that the
Bank and its predecessor holding companies, BankFinancial MHC, Inc. (�BankFinancial MHC�) and BankFinancial Corporation, a federal
corporation, adopted on August 25, 2004. BankFinancial Corporation, the Maryland corporation, was organized in 2004 to facilitate the
mutual-to-stock conversion and to become the holding company for the Bank upon its completion.

As part of the mutual-to-stock conversion, BankFinancial Corporation, the Maryland corporation, sold 24,466,250 shares of common stock in a
subscription offering for $10.00 per share. The separate corporate existences of BankFinancial MHC and BankFinancial Corporation, the federal
corporation, ceased upon the completion of the mutual-to-stock conversion. For a further discussion of the mutual-to-stock conversion, see our
Prospectus as filed on April 29, 2005 with the Securities and Exchange Commission (�SEC�) pursuant to Rule 424(b)(3) of the Rules and
Regulations of the Securities Act of 1933 (File Number 333-119217).

BankFinancial Corporation, the Maryland corporation, did not engage in any business prior to the completion of the mutual-to-stock conversion
on June 23, 2005. Consequently, this Annual Report on Form 10-K reflects the financial condition and operating results of BankFinancial MHC
and BankFinancial Corporation, the federal corporation, and their subsidiaries, including the Bank, until June 23, 2005, and of BankFinancial
Corporation, the Maryland corporation, and its subsidiaries, including the Bank, thereafter. The words �Company,� �we� and �our� thus are intended to
refer to BankFinancial MHC, BankFinancial Corporation, the federal corporation, and their subsidiaries with respect to matters and time periods
occurring on or before June 23, 2005, and to BankFinancial Corporation, the Maryland corporation, and its subsidiaries, with respect to matters
and time periods occurring thereafter.
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We manage our operations as one unit, and thus do not have separate operating segments. Our chief operating decision-makers use consolidated
results to make operating and strategic decisions.

BankFinancial, F.S.B.

The Bank is a full-service, community-oriented savings bank principally engaged in the business of commercial, family and personal banking,
and offers our customers a broad range of loan, deposit, and other financial products and services through 18 full-service banking offices located
in Cook, DuPage, Lake and Will Counties, Illinois, and through our Internet Branch, www.bankfinancial.com.

The Bank�s primary business is making loans and accepting deposits. The Bank also offers our customers a variety of financial products and
services that are related or ancillary to loans and deposits, including cash management, merchant processing, funds transfers, bill payment and
other online banking transactions, automated teller machines, safe deposit boxes, wealth management, and general insurance agency and title
insurance services.

The Bank�s primary lending area consists of the counties where our branch offices are located, and contiguous counties in the State of Illinois.
We derive substantially all of our revenues from these geographic areas. The Bank�s primary market for deposits is currently concentrated around
the areas where our full-service banking offices are located.

The Bank was organized in 1924, and was operated as a traditional savings bank until 2000, when we implemented a strategy to transform the
Bank into a multi-faceted financial institution with a diversified balance sheet, enhanced capabilities in commercial banking products and
services, an expanded geographic presence in the Chicago metropolitan area, and managerial and technological resources and an infrastructure
capable of supporting future growth. In furtherance of this strategy, we have actively sought to change the composition of our loans and
deposits, expand our multi-family and commercial real estate lending activities, and implement additional commercial lending and leasing
capabilities and product lines. We also acquired Success Bancshares, Inc. and its subsidiary, Success National Bank in 2001, and University
National Bank in Chicago�s Hyde Park community on April 5, 2006. See �Acquisition�.

Lending Activities

Our loan portfolio consists primarily of investment and business loans (multi-family, nonresidential real estate, commercial, construction and
land loans, and commercial leases), which represent 72.0% of our loan portfolio. At December 31, 2007, $291.4 million, or 23.1%, of our total
loan portfolio consisted of multi-family mortgage loans; $325.9 million, or 25.8%, of our total loan portfolio consisted of nonresidential real
estate loans; $83.2 million, or 6.6%, of our total loan portfolio consisted of commercial loans; $144.8 million, or 11.5%, of our total loan
portfolio consisted of commercial leases; $64.5 million, or 5.1%, of our total loan portfolio consisted of construction and land loans; and $345.2
million, or 27.3%, of our total loan portfolio consisted of one- to four-family residential mortgage loans, including home equity loans and lines
of credit and other second mortgage loans.

Deposit Activities

Our deposit accounts consist principally of savings accounts, NOW accounts, checking accounts, money market accounts, certificates of deposit
and IRAs and other qualified plan accounts. We provide commercial checking accounts and related services, such as merchant processing and
cash management. We also provide low-cost checking account services for low and moderate income customers. We rely on our favorable
locations, customer service, competitive pricing, our Internet Branch and related deposit services such as cash management to attract and retain
deposit accounts.

At December 31, 2007, our deposits totaled $1.074 billion. Interest-bearing deposits totaled $962.1 million and noninterest-bearing demand
deposits totaled $111.6 million, which included $5.0 million in internal checking accounts such as bank cashier checks and money orders, and
$3.5 million in title insurance escrow funds. Savings, money market and NOW deposits totaled $654.5 million, and certificates of deposit totaled
$307.6 million, of which $269.5 million had maturities of one year or less.
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Related Products and Services

The Bank�s Wealth Management Group provides investment, financial planning and other wealth management services to our customers through
arrangements with a third-party broker-dealer. The Bank�s wholly-owned subsidiary, Financial Assurance Services, Inc., sells life insurance,
fixed annuities, property and casualty insurance and other insurance products on an agency basis, and also offers title insurance and title agency
services through its Financial Title Services Division. During the year ended December 31, 2007, Financial Assurance Services reported net
income of $239,000, and had 14 employees. The Bank�s other wholly-owned subsidiary, BF Asset Recovery Corporation, is in the business of
holding title to certain Bank-owned real estate, and had no net income or loss for the year ended December 31, 2007.

Acquisition

On April 5, 2006, the Company completed its acquisition of University National Bank, a privately held community bank with approximately
$113 million in assets and $104 million in deposits, and two banking offices in the Hyde Park community in Chicago, Illinois, for approximately
$24 million in cash pursuant to the terms of a Stock Purchase Agreement with University Bancorporation dated November 29, 2005.
Immediately upon the completion of the stock purchase, University National Bank was merged into the Bank. The acquisition, which was
accounted for under the purchase method of accounting, resulted in goodwill of $11.7 million and an other intangible of $3.3 million. The
transaction was treated, for federal and state income tax purposes, as a purchase of University National Bank�s assets pursuant to applicable
provisions of the Internal Revenue Code, making the goodwill and core deposit intangible arising from the transaction tax-deductible over a
period of 15 years. University National Bank�s results of operations have been included in the Company�s results of operations only since the
effective date of the acquisition.

Website and Stockholder Information

The website for the Company and the Bank is located at www.bankfinancial.com. Information on this website does not constitute part of this
Form 10-K.

The Company makes available, free of charge, its Form 10-K, its quarterly reports on Form 10-Q, its current reports on Form 8-K and
amendments to such reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the
�Exchange Act�), as soon as reasonably practicable after such forms are filed with or furnished to the SEC. Copies of these documents are
available to stockholders at BankFinancial�s Internet site, www.bankfinancial.com, under Stockholder Information and at the SEC�s Internet site,
www.sec.gov.

Competition

We face significant competition in both originating loans and attracting deposits. The Chicago metropolitan area and the counties in which we
operate have a high concentration of financial institutions, many of which are significantly larger institutions and have greater financial
resources than we have, and many of which are our competitors to varying degrees. Our competition for loans comes principally from
commercial banks, savings banks, mortgage banking companies, credit unions, leasing companies, insurance companies, real estate conduits and
other companies that provide financial services to businesses and individuals. Our most direct competition for deposits has historically come
from commercial banks, savings banks and credit unions. We face additional competition for deposits from non-depository competitors such as
the mutual fund industry, securities and brokerage firms and insurance companies.

We seek to meet this competition by emphasizing personalized banking and local decision-making. Specifically, we promote and maintain
relationships and build customer loyalty within local communities by emphasizing decentralized regional management and by focusing our
marketing and community involvement on the specific needs of individual neighborhoods. In addition, we, from time to time, seek to meet
competition for loans by offering our current and prospective borrowers preferred rates and terms on deposit products for new lending business.
We do not rely on any individual, group or entity for a material portion of our deposits.
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Employees

At December 31, 2007, we had 393 full-time employees and 31 part-time employees. The employees are not represented by a collective
bargaining unit and we consider our working relationship with our employees to be good.

Supervision And Regulation

General

As a federally chartered savings bank, the Bank is regulated and supervised by the Office of Thrift Supervision (�OTS�) and the Federal Deposit
Insurance Corporation (�FDIC�). This regulation and supervision establish a comprehensive framework of activities in which a financial institution
may engage, and is intended primarily for the protection of the FDIC�s deposit insurance funds and depositors. Under this system of federal
regulation, financial institutions are periodically examined to ensure that they satisfy applicable standards with respect to their capital adequacy,
assets, management, earnings, liquidity and sensitivity to market interest rates. After completing an examination, the primary federal regulator of
the institution critiques the financial institution�s operations in a report of examination and assigns its rating (known as an institution�s CAMELS
rating). Under federal law, an institution may not disclose its CAMELS rating to the public.

The Bank is a member of, and owns stock in, the Federal Home Loan Bank of Chicago (�FHLBC�), which is one of the 12 regional banks in the
Federal Home Loan Bank System. The Bank also is regulated to a lesser extent by the Board of Governors of the Federal Reserve System with
regard to reserves it must maintain against deposits and other matters. The OTS examines the Bank and prepares reports for the consideration of
its Board of Directors on any identified operating deficiencies. The Bank�s relationship with its depositors and borrowers also is regulated to a
great extent by both federal and state laws, especially in matters concerning the ownership of deposit accounts and the form and content of the
Bank�s loan documents.

There can be no assurance that laws, rules and regulations will not change in the future, which could make compliance more difficult or
expensive or otherwise adversely affect our business, financial condition, results of operations or prospects. Any change in these laws or
regulations, or in regulatory policy, whether by the FDIC, the OTS, the Board of Governors of the Federal Reserve System or Congress, could
have a material adverse impact on the Company, the Bank and their respective operations.

Federal Banking Regulation

Business Activities. A federal savings bank derives its lending and investment powers from the Home Owners� Loan Act, as amended, and the
regulations of the OTS. Under these laws and regulations, the Bank may invest in mortgage loans secured by residential and nonresidential real
estate, commercial business and consumer loans, certain types of securities and certain other loans and assets. The Bank also may establish
subsidiaries that may engage in activities not otherwise permissible for the Bank directly, including real estate investment and insurance agency
activities.

Capital Requirements. The regulations of the OTS require savings banks to meet three minimum capital standards: a ratio of tangible capital to
adjusted total assets of 1.5%, a ratio of Tier 1 (core) capital to adjusted total assets of 4.0% (3% for institutions receiving the highest rating on
the CAMELS rating system), and a ratio of total capital to total risk-adjusted assets of 8.0%. The prompt corrective action standards discussed
below, in effect, establish a minimum 2% tangible capital standard.

The risk-based capital standard for savings banks requires the maintenance of Tier 1, or core capital, and total capital (which is defined as core
capital and supplementary capital) to risk-weighted assets of at least 4% and 8%, respectively. In determining the amount of risk-weighted
assets, all assets, including certain off-balance sheet assets, are multiplied by a risk-weight factor of 0% to 100%, assigned by the OTS capital
regulation based on the risks inherent in the type of asset. Core capital is defined as common stockholders� equity (including retained earnings),
certain noncumulative perpetual preferred stock and related surplus and minority interests in equity accounts of consolidated subsidiaries, less
intangibles other than certain mortgage servicing rights and credit card relationships.
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The components of supplementary capital currently include cumulative perpetual preferred stock, long-term preferred stock, mandatory
convertible securities, subordinated debt and intermediate-term preferred stock, allowance for loan and lease losses up to a maximum of 1.25%
of risk-weighted assets and up to 45% of net unrealized gains on available-for-sale equity securities with readily determinable fair market values.
Overall, the amount of supplementary capital included as part of total capital cannot exceed 100% of core capital.

At December 31, 2007, the Bank�s capital exceeded all applicable requirements.

Loans to One Borrower. A federal savings bank generally may not make a loan or extend credit to a single or related group of borrowers in
excess of 15% of unimpaired capital and surplus. An additional amount may be loaned, equal to 10% of unimpaired capital and surplus, if the
loan is secured by readily marketable collateral, which generally does not include real estate. As of December 31, 2007, the Bank was in
compliance with the loans-to-one-borrower limitations.

Qualified Thrift Lender Test. As a federal savings bank, the Bank is subject to a qualified thrift lender, or �QTL,� test. Under the QTL test, the
Bank must maintain at least 65% of its �portfolio assets� in �qualified thrift investments� in at least nine months of the most recent 12-month period.
�Portfolio assets� generally means total assets of a savings institution, less the sum of specified liquid assets up to 20% of total assets, goodwill
and other intangible assets, and the value of property used in the conduct of the savings bank�s business.

�Qualified thrift investments� include various types of loans made for residential and housing purposes, investments related to those purposes,
including certain mortgage-backed and related securities, and loans for personal, family, household and certain other purposes up to a limit of
20% of portfolio assets. �Qualified thrift investments� also include 100% of an institution�s credit card loans, education loans and small business
loans. The Bank also may satisfy the QTL test by qualifying as a �domestic building and loan association� as defined in the Internal Revenue Code
of 1986. At December 31, 2007, the Bank maintained approximately 68.76% of its portfolio assets in qualified thrift investments, and as of that
date, satisfied the QTL test. A savings bank that fails the QTL test must either convert to a bank charter or operate under specified restrictions,
including limits on growth, branching, new investment, FHLB advances and dividends. The OTS order approving our mutual-to-stock
conversion requires us to maintain our federal savings bank charter until at least June 23, 2008.

Capital Distributions. The regulations of the OTS govern capital distributions by a federal savings bank, which include cash dividends, stock
repurchases and other transactions charged to the institution�s capital account. A savings bank must file an application for approval of a capital
distribution if:

� the total capital distributions for the applicable calendar year exceed the sum of the savings bank�s net income for that year to date
plus the savings bank�s retained net income for the preceding two years;

� the savings bank would not be at least adequately capitalized following the distribution;

� the distribution would violate any applicable statute, regulation, agreement or OTS-imposed condition; or

� the savings bank is not eligible for expedited treatment of its filings.
Even if an application is not otherwise required, every savings bank that is a subsidiary of a holding company must still file a notice with the
OTS at least 30 days before the board of directors declares a dividend or approves a capital distribution.

The OTS may disapprove a notice or application if:

� the savings bank would be undercapitalized following the distribution;

� the proposed capital distribution raises safety and soundness concerns; or
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� the capital distribution would violate a prohibition contained in any statute, regulation or agreement.
Liquidity. A federal savings bank is required to maintain a sufficient amount of liquid assets to ensure its safe and sound operation.

Community Reinvestment Act and Fair Lending Laws. All savings banks have a responsibility under the Community Reinvestment Act (�CRA�)
and related regulations of the OTS to help meet the credit needs of their communities, including low and moderate income neighborhoods. In
connection with its examination of a federal savings bank, the OTS is required to evaluate and rate the savings bank�s record of compliance with
the CRA. In addition, the Equal Credit Opportunity Act and the Fair Housing Act prohibit lenders from discriminating in their lending practices
on the basis of characteristics specified in those statutes. A savings bank�s failure to comply with the provisions of the CRA could, at a minimum,
result in regulatory restrictions on its activities. The failure to comply with the Equal Credit Opportunity Act and the Fair Housing Act could
result in enforcement actions by the OTS, as well as other federal regulatory agencies and the Department of Justice. The OTS has rated the
Bank�s CRA performance as �Outstanding,� the highest possible rating, in all CRA Performance Evaluations the OTS has completed on the Bank
since 1999.

Privacy Standards. Financial institutions are subject to regulations implementing the privacy protection provisions of the Gramm-Leach-Bliley
Act. These regulations require the Bank to disclose its privacy policy, including identifying with whom it shares �nonpublic personal information�
to customers at the time of establishing the customer relationship and annually thereafter. In addition, the Bank is required to provide its
customers with the ability to �opt-out� of or consent to having the Bank share their nonpublic personal information with unaffiliated third parties
before it can disclose such information, subject to certain exceptions. The implementation of these regulations did not have a material adverse
effect on the Bank. The Gramm-Leach-Bliley Act also allows each state to enact legislation that is more protective of consumers� personal
information.

The OTS and other federal banking agencies have adopted guidelines establishing standards for safeguarding customer information to
implement certain provisions of the Gramm-Leach-Bliley Act. The guidelines describe the agencies� expectations for the creation,
implementation and maintenance of an information security program, which would include administrative, technical and physical safeguards
appropriate to the size and complexity of a financial institution and the nature and scope of its activities. The standards set forth in the guidelines
are intended to ensure the security and confidentiality of customer records and information, to protect against any anticipated threats or hazards
to the security or integrity of such records, and to protect against unauthorized access to or use of such records or other information that could
result in substantial harm or inconvenience to any customer. The Bank has implemented these guidelines, and such implementation has not had a
material adverse effect on our operations.

Transactions with Related Parties. A federal savings bank�s authority to engage in transactions with its �affiliates� is limited by OTS regulations
and by Sections 23A and 23B of the Federal Reserve Act and its implementing Regulation W. The term �affiliates� for these purposes generally
means any company that controls or is under common control with an insured depository institution, although subsidiaries of federal savings
banks are generally not considered affiliates for the purposes of Sections 23A and 23B of the Federal Reserve Act. The Company is an affiliate
of the Bank. In general, transactions with affiliates must be on terms that are as favorable to the savings bank as comparable transactions with
non-affiliates. In addition, certain types of these transactions are restricted to an aggregate percentage of the savings bank�s capital. Collateral in
specified amounts must usually be provided by affiliates in order to receive loans from the savings bank. OTS regulations also prohibit a savings
bank from lending to any of its affiliates that are engaged in activities that are not permissible for bank holding companies, and from purchasing
the securities of any affiliate, other than a subsidiary.

The Bank�s authority to extend credit to its directors, executive officers and 10% stockholders, as well as to entities controlled by such persons, is
currently governed by the requirements of Sections 22(g) and 22(h) of the Federal Reserve Act and Regulation O of the Federal Reserve Board.
Among other things, these provisions require that extensions of credit to insiders be made on terms that are substantially the same as, and follow
credit underwriting procedures that are not less stringent than, those prevailing for comparable transactions with unaffiliated persons and that do
not involve more than the normal risk of repayment or present other unfavorable features, and not exceed certain limitations on the amount of
credit extended to such persons, individually and in the aggregate, which limits
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are based, in part, on the amount of the Bank�s capital. In addition, extensions of credit in excess of certain limits must be approved by the Bank�s
Board of Directors. The Bank does not extend credit to its directors and executive officers.

Enforcement. The OTS has primary enforcement responsibility over federal savings institutions, and has the authority to bring enforcement
action against the Bank and all �institution-affiliated parties,� including stockholders, attorneys, appraisers and accountants who knowingly or
recklessly participate in wrongful action likely to have an adverse effect on an insured institution. Formal enforcement action may range from
the issuance of a capital directive or cease and desist order to removal of officers and/or directors of the institution, receivership, conservatorship
or the termination of deposit insurance. Civil monetary penalties cover a wide range of violations and actions, and range up to $25,000 per day,
unless a finding of reckless disregard is made, in which case penalties may be as high as $1 million per day. The FDIC also has the authority to
recommend to the Director of the OTS that enforcement action be taken with respect to a particular savings institution. If action is not taken by
the Director, the FDIC has authority to take action under specified circumstances.

Standards for Safety and Soundness. Federal law requires each federal banking agency to prescribe certain standards for all insured depository
institutions. These standards relate to, among other things, internal controls, information systems and audit systems, loan documentation, credit
underwriting, interest rate risk exposure, asset growth, compensation and other operational and managerial standards as the agency deems
appropriate. The federal banking agencies adopted Interagency Guidelines Prescribing Standards for Safety and Soundness to implement the
safety and soundness standards required under federal law. The guidelines set forth the safety and soundness standards that the federal banking
agencies use to identify and address problems at insured depository institutions before capital becomes impaired. The guidelines address internal
controls and information systems, internal audit systems, credit underwriting, loan documentation, interest rate risk exposure, asset growth,
compensation, fees and benefits. If the appropriate federal banking agency determines that an institution fails to meet any standard prescribed by
the guidelines, the agency may require the institution to submit to the agency an acceptable plan to achieve compliance with the standard.

Prompt Corrective Action Regulations. Under the prompt corrective action regulations, the OTS is required and authorized to take supervisory
actions against undercapitalized savings banks. For this purpose, a savings bank is placed in one of the following five categories based on the
savings bank�s capital:

� well-capitalized (at least 5% leverage capital, 6% tier 1 risk-based capital and 10% total risk-based capital);

� adequately capitalized (at least 4% leverage capital, 4% tier 1 risk-based capital and 8% total risk-based capital);

� undercapitalized (less than 3% leverage capital, 4% tier 1 risk-based capital or 8% total risk-based capital);

� significantly undercapitalized (less than 3% leverage capital, 3% tier 1 risk-based capital or 6% total risk-based capital); and

� critically undercapitalized (less than 2% tangible capital).
Generally, the banking regulator is required to appoint a receiver or conservator for a savings bank that is �critically undercapitalized.� The
regulation also provides that a capital restoration plan must be filed with the OTS within 45 days of the date a bank receives notice that it is
�undercapitalized,� �significantly undercapitalized� or �critically undercapitalized.� In addition, numerous mandatory supervisory actions become
immediately applicable to the savings bank, including, but not limited to, restrictions on growth, investment activities, capital distributions and
affiliate transactions. The OTS may also take any one of a number of discretionary supervisory actions against undercapitalized savings banks,
including the issuance of a capital directive and the replacement of senior executive officers and directors.
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At December 31, 2007, the Bank met the criteria for being considered �well-capitalized.�

Insurance of Deposit Accounts. Deposit accounts in the Bank are insured by the Deposit Insurance Fund (�DIF�) of the FDIC (effective
March 31, 2006, the FDIC merged the Bank Insurance Fund and the Savings Insurance Fund into a single insurance fund, the DIF), generally up
to a maximum of $100,000 per separately insured depositor and up to a maximum of $250,000 for self-directed retirement accounts. The Bank�s
deposits, therefore, are subject to FDIC deposit insurance assessments. The FDIC has adopted a risk-based system for determining deposit
insurance assessments. The FDIC is authorized to raise the assessment rates as necessary to maintain the required ratio of reserves to insured
deposits of 1.25%. In addition, all FDIC-insured institutions must pay assessments to the FDIC at an annual rate of approximately 0.0122% of
insured deposits to fund interest payments on bonds maturing in 2017 that were issued by a federal agency to recapitalize the predecessor to the
Savings Association Insurance Fund.

Federal deposit insurance legislation adopted in 2006 required, among other things, the merger of the Savings Association Insurance Fund and
the Bank Insurance Fund into a unified insurance deposit fund, an increase in the amount of federal deposit insurance coverage per separately
insured deposits (with a cost of living adjustment to become effective in five years), and the reserve ratio to be modified to provide for a range
between 1.15% and 1.50% of estimated insured deposits.

On November 2, 2006, the FDIC adopted final regulations that calculate deposit insurance assessments based on risk. The final regulations,
which became effective on January 1, 2007, are intended to enable the FDIC to more closely tie each insured depository institution�s deposit
insurance assessments to the risk it poses to the federal deposit insurance fund. The regulations establish four risk categories based supervisory
ratings, capital and other financial ratios, and, if applicable, long-term debt issuer ratings. The Bank is in the lowest risk category, Risk Category
I, and the base assessment rates for insured depository institutions in Risk Category I range from five and seven cents for every $100 of domestic
deposits. The Federal Deposit Insurance Reform Act of 2005 authorized eligible insured depository institutions such as the Bank to receive a
one-time credit against future deposit insurance assessments. The FDIC has determined that the Bank�s one-time assessment credit was $1.8
million at December 31, 2006, with $1.3 million remaining at December 31, 2007. The one-time assessment credit is applied to pay deposit
insurance assessments as they become due. The FDIC has also adopted final regulations designating the reserve ratio for the deposit insurance
fund during 2007 at 1.25% of estimated insured deposits.

Prohibitions Against Tying Arrangements. Federal savings banks are prohibited, subject to some exceptions, from extending credit to or
offering any other service, or fixing or varying the consideration for such extension of credit or service, on the condition that the customer obtain
some additional service from the institution or its affiliates or not obtain services of a competitor of the institution.

Federal Home Loan Bank System. The Bank is a member of the Federal Home Loan Bank System, which consists of 12 regional Federal Home
Loan Banks. The Federal Home Loan Bank System provides a central credit facility primarily for member institutions. As a member of the
FHLBC, the Bank is required to acquire and hold shares of capital stock in the FHLBC in an amount at least equal to 1% of the aggregate
principal amount of its unpaid residential mortgage loans and similar obligations at the beginning of each year, or 1/20 of its borrowings from
the FHLBC, whichever is greater. As of December 31, 2007, the Bank was in compliance with this requirement.

Federal Reserve System

Federal Reserve Board regulations require savings banks to maintain noninterest-earning reserves against their transaction accounts, such as
negotiable order of withdrawal and regular checking accounts. At December 31, 2007, the Bank was in compliance with these reserve
requirements. The balances maintained to meet the reserve requirements imposed by the Federal Reserve Board may be used to satisfy liquidity
requirements imposed by the OTS.
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The USA PATRIOT Act and the Bank Secrecy Act

The USA PATRIOT Act and the Bank Secrecy Act require financial institutions to develop programs to detect and report money-laundering and
terrorist activities, as well as suspicious activities. The USA PATRIOT Act also gives the federal government new powers to address terrorist
threats through enhanced domestic security measures, expanded surveillance powers, increased information sharing and broadened anti-money
laundering requirements. The federal banking agencies are required to take into consideration the effectiveness of controls designed to combat
money-laundering activities in determining whether to approve a merger or other acquisition application of a member institution. Accordingly, if
we engage in a merger or other acquisition, our controls designed to combat money laundering would be considered as part of the application
process. In addition, non-compliance with these laws and regulations could result in fines, penalties and other enforcement measures. We have
developed policies and continue to augment procedures and systems designed to comply with these laws and regulations.

Holding Company Regulation

The Company is a unitary savings and loan holding company, subject to regulation and supervision by the OTS. The OTS has enforcement
authority over the Company and its non-savings institution subsidiaries. Among other things, this authority permits the OTS to restrict or
prohibit activities that are determined to be a risk to the Bank.

Under prior law, a unitary savings and loan holding company generally had no regulatory restrictions on the types of business activities in which
it could engage, provided that its subsidiary savings bank was a qualified thrift lender. The Gramm-Leach-Bliley Act of 1999, however, restricts
the activities of unitary savings and loan holding companies not existing on, or applied for before, May 4, 1999, to those permissible for
financial holding companies or for multiple savings and loan holding companies. The Company is not a grandfathered unitary savings and loan
holding company, and therefore is limited to the activities permissible for financial holding companies or for multiple savings and loan holding
companies. A financial holding company may engage in activities that are financial in nature, including underwriting equity securities and
insurance, incidental to financial activities or complementary to a financial activity. A multiple savings and loan holding company is generally
limited to activities permissible for bank holding companies under Section 4(c)(8) of the Bank Holding Company Act, subject to the prior
approval of the OTS, and certain additional activities authorized by OTS regulations.

Federal law prohibits a savings and loan holding company, directly or indirectly, or through one or more subsidiaries, from acquiring control of
another savings institution or holding company thereof, without prior written approval of the OTS. It also prohibits the acquisition or retention
of, with specified exceptions, more than 5% of the equity securities of a company engaged in activities that are not closely related to banking or
financial in nature or acquiring or retaining control of an institution that is not federally insured. In evaluating applications by holding companies
to acquire savings institutions, the OTS must consider the financial and managerial resources and future prospects of the savings institution
involved, the effect of the acquisition on the risk to the insurance fund, the convenience and needs of the community and competitive factors.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 was enacted in response to public concerns regarding corporate accountability in connection with certain
accounting scandals. The stated goals of the Sarbanes-Oxley Act are to increase corporate responsibility, to provide for enhanced penalties for
accounting and auditing improprieties at publicly traded companies, and to protect investors by improving the accuracy and reliability of
corporate disclosures pursuant to the securities laws. The Sarbanes-Oxley Act generally applies to all companies that file or are required to file
periodic reports with the Securities and Exchange Commission, under the Securities Exchange Act of 1934.

The Sarbanes-Oxley Act includes specific additional disclosure requirements, requires the Securities and Exchange Commission and national
securities exchanges to adopt extensive additional disclosure, corporate governance and other related rules, and mandates further studies of
certain issues by the Securities and Exchange Commission. The Sarbanes-Oxley Act represents significant federal involvement in matters
traditionally left to state regulatory systems, such as the regulation of the accounting profession, and to state corporate law, such as the
relationship between a board of directors and management and between a board of directors and its committees.
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Federal Securities Laws

The Company�s common stock is registered with the Securities and Exchange Commission under the Securities Exchange Act of 1934, as
amended. The Company is subject to the information, proxy solicitation, insider trading restrictions and other requirements of the Securities
Exchange Act of 1934.

Taxation

Federal Taxation. The Company and the Bank are subject to federal income taxation in the same general manner as other corporations, with
some exceptions discussed below. The following discussion of federal taxation is intended only to summarize material federal income tax
matters and is not a comprehensive description of the tax rules applicable to the Company and the Bank.

Method of Accounting. For federal income tax purposes, the Company currently reports its income and expenses on the accrual method of
accounting and uses a tax year ending December 31 for filing its consolidated federal income tax returns. The Small Business Protection Act of
1996 eliminated the use of the reserve method of accounting for bad debt reserves by savings institutions, effective for taxable years beginning
after 1995.

Bad Debt Reserves. Prior to the Small Business Protection Act of 1996, the Bank was permitted to establish a reserve for bad debts for tax
purposes and to make annual additions to the reserve. These additions could, within specified formula limits, be deducted in arriving at the
Bank�s taxable income. As a result of the Small Business Protection Act of 1996, the Bank must use the specific charge off method in computing
its bad debt deduction for tax purposes.

Taxable Distributions and Recapture. Prior to the Small Business Protection Act of 1996, bad debt reserves created prior to 1988 were subject
to recapture into taxable income if the Bank failed to meet certain thrift asset and definition tests. The Small Business Protection Act of 1996
eliminated these thrift-related recapture rules. However, under current law, pre-1988 reserves remain subject to tax recapture should the Bank
make certain distributions from its tax bad debt reserve or cease to maintain a financial institution charter. At December 31, 2007, the Bank�s
total federal pre-1988 reserve was approximately $14.9 million. This reserve reflects the cumulative effects of federal tax deductions by the
Bank for which no federal income tax provision has been made.

Alternative Minimum Tax. The Internal Revenue Code of 1986, as amended, imposes an alternative minimum tax at a rate of 20% on a base of
regular taxable income plus certain tax preferences, referred to as �alternative minimum taxable income.� The alternative minimum tax is payable
to the extent alternative minimum taxable income is in excess of an exemption amount. Net operating losses can, in general, offset no more than
90% of alternative minimum taxable income. Our alternative minimum tax credits were fully utilized in 2007.

Net Loss Carryovers. A financial institution may carry back net operating losses to the preceding two taxable years (five years for losses
incurred in 2001 and 2002) and forward to the succeeding 20 taxable years. At December 31, 2007, the Company had no net operating loss
carryforward for federal income tax purposes. At December 31, 2007, the Company included in deferred tax assets a $876,000 asset for capital
loss carryforwards, which expires in 2011. Based upon projections of future taxable income, including capital gains, management believes that it
is more likely than not that the deferred tax assets will be fully realized and thus a valuation allowance is not needed.

Corporate Dividends. We may exclude from our income 100% of dividends received from the Bank as a member of the same affiliated group of
corporations.

State and Local Taxation. We pay income tax to the State of Illinois. As a Maryland business corporation, we are required to file annual returns
and pay annual fees to the State of Maryland, but these fees are not material in amount. At December 31, 2007, the Company had no net
operating loss carryforward for state income tax purposes.
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ITEM 1A. RISK FACTORS
The risks set forth below may adversely affect our business, financial condition and operating results. In addition to the risks set forth below and
the other risks described in Item 1, Business, Forward-Looking Statements, and Item 7, Management�s Discussion and Analysis of Financial
Condition and Results of Operations, there may also be additional risks and uncertainties that are not currently known to us or that we currently
deem to be immaterial that could materially and adversely affect our business, financial condition or operating results. As a result, past financial
performance may not be a reliable indicator of future performance, and historical trends should not be used to anticipate results or trends in
future periods.

Changes in Market Interest Rates Could Adversely Affect Our Financial Condition and Results of Operations

Our financial condition and results of operations are significantly affected by changes in market interest rates because our assets, primarily loans,
and our liabilities, primarily deposits, are monetary in nature. Our results of operations depend substantially on our net interest income, which is
the difference between the interest income that we earn on our interest-earning assets and the interest expense that we pay on our interest-bearing
liabilities. We are unable to predict changes in market interest rates that are affected by many factors beyond our control, including inflation,
recession, unemployment, money supply, domestic and international events and changes in the United States and other financial markets. Our
net interest income is affected not only by the level and direction of interest rates, but also by the shape of the yield curve and relationships
between interest sensitive instruments and key driver rates, including credit risk spreads, and by balance sheet growth, customer loan and deposit
preferences and the timing of changes in these variables which themselves are impacted by changes in market interest rates. As a result, changes
in market interest rates can significantly impact our net interest income as well as the fair market valuation of our assets and liabilities.

Our Return on Stockholders� Equity Will Continue to Be Low In the Near Future as a Result of the 2005 Subscription Offering

Net income divided by average stockholders� equity, known as return on equity, is a ratio that many investors use to compare the performance of
a financial institution to its peers. Our capital remains relatively high by industry standards pending a more optimal deployment of the additional
capital raised in our mutual-to-stock conversion. Until we can increase our net interest income and noninterest income, we expect our return on
equity to continue to be below the industry average, which may negatively affect the value of our shares of common stock.

Our Nonresidential Real Estate Loans, Multi-family Mortgage Loans, Construction and Land Loans, Commercial Loans and
Commercial Leases Expose Us to Increased Credit Risks

At December 31, 2007, our portfolio of nonresidential real estate loans totaled $325.9 million, or 25.8% of total loans; our portfolio of
multi-family mortgage loans totaled $291.4 million, or 23.1% of total loans; our portfolio of construction and land loans totaled $64.5 million, or
5.1% of total loans; our portfolio of commercial loans totaled $83.2 million, or 6.6% of total loans; and our portfolio of commercial leases
totaled $144.8 million, or 11.5% of total loans. We plan to continue to originate these types of loans and retain them in our portfolio, although
we may participate portions of some of these loans to other financial institutions. These types of loans generally have greater credit risk than
one- to four-family residential mortgage loans because repayment of the loans often depends on the successful business operations of the
borrower. These loans typically have larger loan balances to single borrowers or groups of related borrowers compared to one- to four-family
residential mortgage loans. Many of our borrowers also have more than one nonresidential real estate, multi-family mortgage, construction or
commercial loan or lease outstanding with us. Consequently, an adverse development involving one or more loans or credit relationships can
expose us to significantly greater risk of loss compared to an adverse development involving a one- to four-family residential mortgage loan.
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Our Concentration of Loans within Certain Segments of the Healthcare Industry Exposes Us to Increased Credit Risk

At December 31, 2007, we had $53.7 million of loans to healthcare providers, including loans to nursing homes and hospice care companies and
leases to hospitals for equipment. These loans represented 4.3% of our total loan portfolio as of that date. Of these loans, $18.6 million, or
34.7%, were collateralized by real estate. The remainder consisted of working capital lines of credit secured by government accounts receivable,
of which we are a joint payee, or by leased equipment. Loans to healthcare providers have unique credit risks. A healthcare provider�s income
stream is subject to many factors beyond the control of the healthcare provider, including the risk that the provider will not be reimbursed for all
services provided. The State of Illinois has experienced budget shortfalls in recent years, causing delays in state reimbursement for healthcare
costs. Government reimbursement rates are also subject to change, including retroactive adjustments. For example, a significant overpayment to
a healthcare provider can result in the provider owing significant governmental repayments to the federal or state government. A healthcare
provider�s profitability also depends on its ability to maintain certain levels of occupancy. Unexpected declines in occupancy rates can restrict a
provider�s cash flow. Any of these factors can impair the ability of our healthcare provider borrowers to make loan repayments, which could
result in significant loss to us.

At December 31, 2007, we had not taken any charge-offs within this segment of our loan portfolio, but we have established a specific loan loss
reserve allowance in the amount of $259,000 for loans to one borrower with an aggregate principal balance of $6.3 million. The loans to this
borrower are also partially secured by additional collateral, including home equity and other personal assets. In addition, based on weaknesses in
the financial performance of, and untimely or incomplete financial statements for, certain nursing homes operated by another borrower, we
classified as substandard loans to this other borrower, which had an aggregate principal balance of $3.2 million, even though we did not
establish a specific loan loss allowance for these loans. These loans were current on their loan payments to us as of December 31, 2007.

We Could Record Future Losses on Our Holdings of Freddie Mac Preferred Stock

We own shares of Freddie Mac preferred stocks with an adjusted cost basis of $38.3 million, and a fair value of $31.2 million at December 31,
2007, based on quoted market prices for these securities. The quoted market prices for these securities have been very volatile in recent months
on generally low trading volumes. The adjusted cost basis takes into account the pre-tax impairment losses that we previously recorded for these
securities in accordance with Securities and Exchange Commission Codification of Staff Accounting Bulletins, Topic 5: Miscellaneous
Accounting � Item M, Other Than Temporary Impairment of Certain Investments in Debt and Equity Securities. A number of factors or
combinations of factors could cause us to conclude in one or more future reporting periods that an unrealized loss that exists with respect to
these securities constitutes an impairment that is other than temporary. These factors include, but are not limited to, an increase in the severity of
the unrealized loss on a particular security, an increase in the continuous duration of the unrealized loss without an improvement in value, a
change in our intent or ability to hold the security for a period of time sufficient to allow for the forecasted recovery, or changes in market
conditions and/or industry or issuer specific factors that would render us unable to forecast a full recovery in value, including adverse
developments concerning Freddie Mac. In addition, the fair value that we have recorded for these securities, which is based on quoted market
prices, may be different from the actual price for which we could sell the securities in a market transaction due to such factors as, volatility or
illiquidity in the financial markets or for these securities, or the possibility of block discounts.

If Our Allowance for Loan Losses is Not Sufficient to Cover Actual Loan Losses, Our Earnings Could Decrease

In the event that our loan customers do not repay their loans according to the terms of the loans, and the collateral securing the repayment of
these loans is insufficient to cover any remaining loan balance, we could experience significant loan losses or increase our provision for loan
losses or both, which could have a material adverse effect on our operating results. We make various assumptions and judgments about the
collectability of our loan portfolio, including the creditworthiness of our borrowers and the value of the real estate and other assets, if any,
serving as collateral for the repayment of our loans. At December 31, 2007, our allowance for loan losses was $11.1 million, representing 0.87%
of total loans and 91.7% of nonperforming loans as of that date. In determining the amount of our allowance for loan losses, we rely on our loan
quality reviews, our experience and our evaluation of economic
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conditions, among other factors. We also make assumptions concerning our legal positions and the priority of our interests in contested legal or
bankruptcy proceedings, and at times we may lack sufficient information to establish specific reserves for loans involved in such proceedings.

Our Ability to Successfully Conduct Acquisitions Will Affect Our Ability to Grow Our Franchise and Compete Effectively in Our
Marketplace

On April 5, 2006, we completed the acquisition of University National Bank. We will also consider the possible acquisition of other banks,
thrifts and other financial services companies to supplement internal growth. Our efforts to acquire other financial institutions and financial
service companies may not be successful. Numerous potential acquirors exist for most acquisition candidates, creating intense competition,
which particularly affects the purchase price for which the institution can be acquired. In many cases, our competitors have significantly greater
resources than we have, and greater flexibility to structure the consideration for the transaction. We may not participate in specific acquisition
opportunities if we consider the proposed transaction unacceptable. We also may not be the successful bidder in acquisition opportunities that
we pursue due to the willingness or ability of other potential acquirors to propose a higher purchase price or more attractive terms and conditions
than we are willing or able to propose. If we are unable to or do not conduct acquisitions, our ability to deploy effectively the capital we raised in
the offering, expand our geographic presence and improve our results of operations could be adversely affected.

The Risks Presented by the Acquisition of Other Institutions Could Adversely Affect Our Financial Condition and Results of
Operations

If we are successful in conducting acquisitions, we will be presented with many risks that could have a material adverse effect on our financial
condition and results of operations. An institution that we acquire may have unknown asset quality issues or unknown or contingent liabilities
that we did not discover or fully recognize in the due diligence process, thereby resulting in unanticipated losses. The acquisition of other
institutions typically requires the integration of different corporate cultures, loan and deposit products, pricing strategies, data processing
systems and other technologies, accounting, internal audit and financial reporting systems, operational processes, policies, procedures and
internal controls, marketing programs and personnel of the acquired institution in order to make the transaction economically advantageous. The
integration process is complicated and time consuming, and could divert our attention from other business concerns and be disruptive to our
customers and the customers of the acquired institution. Our failure to successfully integrate an acquired institution could result in the loss of
key customers and employees, and prevent us from achieving expected synergies and cost savings. Acquisitions also result in professional fees,
purchase price adjustments, the amortization of core deposit intangibles and other expenses that could adversely affect our earnings, and in
goodwill that could become impaired, requiring us to recognize further charges. We may finance acquisitions with borrowed funds, thereby
increasing our leverage and reducing our liquidity, or with potentially dilutive issuances of equity securities.

Since Our Business is Concentrated in the Chicago Metropolitan Area, a Downturn in the Economy of This Area May Adversely Affect
Our Business

Our lending and deposit gathering activities are concentrated primarily in the Chicago metropolitan area. Our success depends on the general
economic conditions of this area and surrounding areas. In addition, many of the loans in our loan portfolio are secured by real estate located in
the Chicago metropolitan area. Negative conditions in the real estate markets where collateral for a mortgage loan is located could adversely
affect the borrower�s ability to repay the loan and the value of the collateral securing the loan. Real estate values are affected by various other
factors, including supply and demand, changes in general or regional economic conditions, interest rates, governmental rules or policies and
natural disasters. Adverse changes in the regional and general economy could also reduce our growth rate, impair our ability to collect loans and
generally have a negative effect on our financial condition and results of operations.

Non-Compliance with USA PATRIOT Act, Bank Secrecy Act, or Other Laws and Regulations Could Result in Fines or Sanctions, and
Curtail Expansion Opportunities

Financial institutions are required under the USA PATRIOT and Bank Secrecy Acts to develop programs to prevent financial institutions from
being used for money laundering and terrorist activities. Financial institutions are also
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obligated to file suspicious activity reports with the U.S. Treasury Department�s Office of Financial Crimes Enforcement Network if such
activities are detected. These rules also require financial institutions to establish procedures for identifying and verifying the identity of
customers seeking to open new financial accounts. Failure or the inability to comply with these regulations could result in fines or penalties,
curtailment of expansion opportunities, intervention or sanctions by regulators and costly litigation or expensive additional controls and systems.
During the last few years, several banking institutions have received large fines for non-compliance with these laws and regulations. We have
developed policies and continue to augment procedures and systems designed to assist in compliance with these laws and regulations.

The Bank�s Ability to Pay Dividends is Subject to Regulatory Limitations Which, to the Extent the Company Requires Such Dividends in
the Future, May Affect its Ability to Pay Dividends

The Company is a separate legal entity from its subsidiaries and does not have significant operations of its own. Dividends from the Bank
provide a significant source of cash for the Company. The availability of dividends from the Bank is limited by various statutes and regulations.
It is possible, depending upon the financial condition of the Bank and other factors, that the OTS, as the Bank�s primary regulator, could assert
that the payment of dividends or other payments by the Bank are an unsafe or unsound practice. In the event the Bank is unable to pay dividends
to the Company, the Company may not be able to pay dividends on its common stock. Consequently, the potential inability to receive dividends
from the Bank could adversely affect the Company�s financial condition, results of operations and prospects.

Our Future Success Is Dependent On Our Ability To Compete Effectively In The Highly Competitive Banking Industry

We face substantial competition in all phases of our operations from a variety of different competitors. Our future growth and success will
depend on our ability to compete effectively in this highly competitive environment. To date, we have grown our business successfully by
focusing on our geographic markets and emphasizing the high level of service and responsiveness desired by our customers. We compete for
loans, deposits and other financial services with other commercial banks, thrifts, credit unions, brokerage houses, mutual funds, insurance
companies, real estate conduits, and specialized finance companies. Many of our competitors offer products and services that we do not offer,
and many have substantially greater resources and lending limits, name recognition and market presence that benefit them in attracting business.
In addition, larger competitors may be able to price loans and deposits more aggressively than we do, and smaller newer competitors may also
be more aggressive in pricing loans and deposits in order to increase their market share. Some of the financial institutions and financial services
organizations with which we compete are not subject to the extensive regulations imposed on savings banks and their holding companies. As a
result, these nonbank competitors have certain advantages over us in accessing funding and in providing various financial services.

Various Factors May Make Takeover Attempts That You Want to Succeed More Difficult to Achieve, Which May Affect the Value of
Shares of Our Common Stock

Provisions of our articles of incorporation and bylaws, federal regulations, Maryland law and various other factors may make it more difficult
for companies or persons to acquire control of the Company without the consent of our board of directors. You may want a takeover attempt to
succeed because, for example, a potential acquiror could offer a premium over the then prevailing price of our shares of common stock. The
OTS regulations prohibit, for three years following the completion of a mutual-to-stock conversion, the direct or indirect acquisition of more
than 10% of any class of equity security of a converted savings institution without the prior approval of the OTS. Provisions of our articles of
incorporation and bylaws also may make it difficult to remove our current board of directors or management if our board of directors opposes
the removal. We have elected to be subject to the Maryland Business Combination Act, which places restrictions on mergers and other business
combinations with large stockholders. In addition, our articles of incorporation provide that certain mergers and other similar transactions, as
well as amendments to our articles of incorporation, must be approved by stockholders owning at least two-thirds of our shares of common stock
entitled to vote on the matter unless first approved by at least two-thirds of the number of our authorized directors, assuming no vacancies. If
approved by at least two-thirds of the number of our authorized directors, assuming no vacancies, the action must still be approved by a majority
of our shares entitled to vote on the matter. In addition, a director can be removed from office, but only for cause, if such
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removal is approved by stockholders owning at least two-thirds of our shares of common stock entitled to vote on the matter, unless first
approved by at least two-thirds of the number of our authorized directors (excluding the director whose removal is sought), assuming no
vacancies. If approved by at least two-thirds of the number of our authorized directors, assuming no vacancies, the removal may be with or
without cause, but must still be approved by a majority of our voting shares entitled to vote on the matter. Additional provisions include
limitations on the voting rights of any beneficial owners of more than 10% of our common stock. Our bylaws, which can only be amended by
the board of directors, also contain provisions regarding the timing, content and procedural requirements for stockholder proposals and
nominations.

We Continually Encounter Technological Change, and May Have Fewer Resources Than Many of Our Competitors to Continue to
Invest In Technological Improvements

The financial services industry is undergoing rapid technological changes, with frequent introductions of new technology-driven products and
services. The effective use of technology increases efficiency and enables financial institutions to better serve customers and to reduce costs. Our
future success will depend, in part, upon our ability to address the needs of our customers by using technology to provide products and services
that will satisfy customer demands for convenience, as well as to create additional efficiencies in our operations. Many of our competitors have
substantially greater resources to invest in technological improvements. We may not be able to effectively implement new technology-driven
products and services or be successful in marketing these products and services to our customers.

Our Business May Be Adversely Affected by the Highly Regulated Environment In Which We Operate

We are subject to extensive federal and state legislation, regulation, examination and supervision. Recently enacted, proposed and future
legislation and regulations could have an adverse effect on our business and operations. Our success depends on our continued ability to comply
with these laws and regulations. Some of these regulations may increase our costs. While we cannot predict what effect any future changes in
these laws or regulations or their interpretations would have on us, these changes or interpretations may adversely affect our future operations.

Trading Activity in the Company�s Common Stock Could Result in Material Price Fluctuations

It is possible that trading activity in the Company�s common stock, including short-selling or significant sales by current stockholders, could
result in material price fluctuations of the price per share of the Company�s common stock. In addition, such trading activity and the resultant
volatility could make it more difficult for the Company to sell equity or equity-related securities in the future (at a time and price that is deemed
appropriate), or to use its stock as consideration for an acquisition. See Risk Factors � Our Ability to Successfully Conduct Acquisitions Will Affect
Our Ability to Grow Our Franchise and Compete Effectively in Our Marketplace

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES
As of December 31, 2007, the net book value of our properties was $30.7 million. The following is a list of our offices:

Burr Ridge (Executive Office) Deerfield Northbrook
15W060 North Frontage Road 630 N. Waukegan Road 1368 Shermer Road
Burr Ridge, IL 60527 Deerfield, IL 60015 Northbrook, IL 60062

Calumet City Hazel Crest Olympia Fields
1901 Sibley Boulevard 3700 W. 183rd Street 21110 S. Western Avenue
Calumet City, IL 60409 Hazel Crest, IL 60429 Olympia Fields, IL 60461

Calumet Park Joliet Orland Park
1333 W. 127th Street 1401 N. Larkin 48 Orland Square Drive
Calumet Park, IL 60827 Joliet, IL 60435 Orland Park, IL 60462

Chicago � Hyde Park Lincolnshire Schaumburg
1354 East 55th Street One Marriott Drive 1005 Wise Road
Chicago, IL 60615 Lincolnshire, IL 60069 Schaumburg, IL 60193

Chicago � Hyde Park East Lincolnwood South Libertyville
55th at Lake Park Avenue 3443 W. Touhy 1123 S. Milwaukee Avenue
Chicago, IL 60615 Lincolnwood, IL 60712 Libertyville, IL 60048

Chicago Ridge Naperville
6415 W. 95th Street 1200 East Ogden Avenue
Chicago Ridge, IL 60415 Naperville, IL 60563

Chicago-Lincoln Park North Libertyville
2424 N. Clark Street 1409 W. Peterson Road
Chicago-Lincoln Park, IL 60614 Libertyville, IL 60048

Except for our Chicago-Lincoln Park, Northbrook, and Hyde Park East offices, which are leased, all of our offices are owned.

ITEM 3. LEGAL PROCEEDINGS
The Company and its subsidiaries are subject to various legal actions arising in the normal course of business. In the opinion of management,
based on currently available information, the resolution of these legal actions is not expected to have a material adverse effect on the Company�s
results of operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
During the fourth quarter of the fiscal year covered by this report, the Company did not submit any matters to the vote of security holders.
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PART II

ITEM 5. MARKET FOR REGISTRANT�S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our shares of common stock are traded on the Nasdaq Global Select Market under the symbol �BFIN.� The approximate number of holders of
record of the Company�s common stock as of December 31, 2007 was 2,017. Certain shares of the Company�s common stock are held in �nominee�
or �street� name, and accordingly, the number of beneficial owners of such shares is not known or included in the foregoing number.

The following table presents quarterly market information provided by the Nasdaq Stock Market for the Company�s common stock and cash
dividends paid for the periods ended December 31, 2007 and 2006.

2006 and 2007 Quarterly Periods High Low Close

Cash
Dividends

Paid
Quarter ended December 31, 2007 $ 16.67 $ 14.54 $ 15.82 $ 0.07
Quarter ended September 30, 2007 16.39 13.01 15.82 0.07
Quarter ended June 30, 2007 16.75 15.45 15.45 0.07
Quarter ended March 31, 2007 17.98 16.10 16.27 0.07

Quarter ended December 31, 2006 $ 18.50 $ 17.23 $ 17.81 $ 0.06
Quarter ended September 30, 2006 18.11 16.31 17.49 0.06
Quarter ended June 30, 2006 17.30 15.15 17.30 0.06
Quarter ended March 31, 2006 16.41 14.55 15.92 �  
For a discussion of the Bank�s ability to pay dividends, see Part I, Item I, Business ��Supervision and Regulation�Federal Banking
Regulation�Capital Distributions.�

Recent Sales of Unregistered Securities

The Company had no sales of unregistered stock during the fiscal year ended December 31, 2007.

19

Edgar Filing: BankFinancial CORP - Form 10-K

21



Repurchases of Our Equity Securities

The following table sets forth information in connection with the repurchases of our common stock that were made pursuant to our stock
repurchase program during the fourth quarter of 2007:
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