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IRWIN FINANCIAL CORPORATION ANNOUNCES 
FOURTH QUARTER 2007 RESULTS 

 
• Significant Credit Reserves Taken in Response to Residential Real Estate Deterioration 
• Consolidated Loss of $16 Million 

o Continuing Operations Loss of $13 Million, Reflecting Weakness in Home Equity 
Segment 

• Record Earnings in Commercial Finance Segment 
• Tier 1 Leverage and Total Capital Remain Strong at 10.4 and 12.8 Percent, Respectively 

 
(Columbus, IN, January 29, 2008)  Irwin Financial Corporation (NYSE:IFC), a bank holding company 
focusing on small business and consumer mortgage lending, today announced a loss of $13.0 million 
from Continuing Operations for the fourth quarter of 2007, or $0.47 per diluted share, after preferred 
dividends.  Inclusive of a loss of $3.4 million from Discontinued Operations, the Corporation had a 
consolidated net loss of $16.4 million or $0.58 per share in the quarter.  For the year, the Corporation had 
a loss of $14.4 million from Continuing Operations or $0.57 per diluted share.  Inclusive of a $30.5 
million loss from Discontinued Operations, the Corporation had a consolidated loss of $44.9 million for 
the year. 
 
“Our performance during the fourth quarter, like that of many banks, reflected a significantly 
deteriorating residential real estate market.  This has affected our home equity segment and, to a lesser 
extent, our commercial lending businesses as well.  Our losses from consumer mortgage credits continued 
to increase in recent months.  During the quarter, we set aside substantial reserves for losses we expect in 
coming quarters,” said Will Miller, Chairman and CEO of Irwin Financial.   
 
“On a positive note, the pace of loan repurchase demands in our discontinued conventional mortgage 
operations has abated.  It is our judgment, based on current conditions, that the substantial reserves we 
took in the third quarter should be sufficient to cover our risks in this area. 
 
“Not to be overshadowed by our consolidated performance in 2007 are the results we achieved in the 
commercial finance segment.  Income in this segment, started in 2000, has grown steadily and reached a 
record $14 million in 2007.  Loan and lease outstandings have increased nicely, we have developed good 
secondary outlets, and credit quality has been good, even in the current stressed environment. 
 
“Forecasting in the current environment is very difficult,” Miller continued.  “Home equity delinquencies 
rose sharply in the fourth quarter; we are currently projecting this trend will continue with additional 
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deterioration in the first quarter at about the same pace as we have observed in the last six months.  
Assuming that this projection holds true – and that commercial banking delinquencies do not erode 
further – we believe we can return to near break even performance in the first quarter.  Because we 
husbanded our capital during 2007 by suspending our repurchase program early in the year and by 
moderating net loan and lease growth through increased loan sales and participations, we enter 2008 with 
a good level of capital.” 
  
Financial highlights for Continuing Operations (commercial bank, commercial finance, and home equity 
lending) for the period include:   
 

Consolidated Results         

$ in millions, except EPS 
4Q 

2007 
3Q 

2007 
Percent 
Change 

4Q 
2006 

Percent 
Change 2007 2006 

Percent 
Change 

Net Interest Income $65 $65 0% $67 (2)% $262  $257 2%

 Provision for Losses (48) (28) (69)% (10) (383)% (119) (35) (240)%

Non-Interest Income 12 7 65% 14 (19)% 27  45 (39)%

Total Consolidated Net 
Revenues 29 44 (34)% 71 (59)% 171  267 (36)%

Non-Interest Expense 54 46 17% 56 (3)% 200  211 (5)%

Net Income (Loss) From 
Continuing Operations (13) (1) (1514)% 11 NM (14) 37 NM
Earning (Loss) per Share 
from Continuing Operations 
(diluted) (0.47) (0.05) (840)% 0.35 NM (0.57) 1.25 NM

Loans and Leases 
     
5,696  

     
5,677  0% 5,238 9%      

Deposits 
     
3,325  

     
3,503  (5)% 3,552 (6)%      

Shareholders' Equity 469 489 (4)% 531 (12)%      

Total Risk-Based Capital 
Ratio 12.8% 12.9%  13.4%       

Return on Average Equity (10.6)% (0.6)%  8.1%  (2.8)% 7.1%  
 
 
Consolidated net revenues for the fourth quarter decreased on a sequential quarter and year-over-year 
basis, reflecting increased loan loss provision for the home equity portfolio.  Net interest income of $65 
million was relatively flat on a sequential quarter and up on a year-over-year basis, reflecting modest 
volume growth, but narrower interest margins.   
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Non-interest expenses increased from the third quarter attributable in part to significant severance and 
other restructuring charges at our home equity lending operation and more modest severance expenses at 
the commercial banking and parent segments.  Non-interest expense declined on a year-over-year basis, 
reflecting expense reductions undertaken to improve profitability and reduced expenses for performance-
based compensation.   
 
Reflecting tightening of underwriting guidelines and economic conditions, the consolidated loan and lease 
portfolio was unchanged during the quarter, totaling $5.7 billion as of December 31.  Loans and leases 
increased $458 million or 9 percent during 2007.  The bulk of this increase came from growth in our 
commercial finance portfolio.   
 
Liquidity for the Corporation remains good, with no reliance on warehouse funding.  Average core 
deposits declined during the fourth quarter and totaled $2.3 billion at December and $2.5 billion at 
September 30.  The consolidated net interest margin declined to 4.43 percent as compared to 4.53 percent 
during the third quarter, reflecting increased wholesale funding costs.   
 
The Corporation had $469 million or $15.55 per share in common shareholders’ equity as of December 
31.  At quarter-end, the Tier 1 Leverage Ratio and Total Risk-based Capital Ratio were 10.4 percent and 
12.8 percent, respectively, compared to 10.8 percent and 12.9 percent as of September 30, 2007.   
 
Nonperforming loans and leases totaled $76 million or 1.34 percent of total loans and leases as of 
December 31, 2007, up from $61 million or 1.07 percent of loans and leases at September 30.  The 
increase principally reflects $6 and $7 million increases in the commercial banking and home equity 
segments, respectively.  The increases in both segments are not concentrated in any market.  Management 
believes that the substantial additional loss provision taken during the quarter will address expected losses 
from these loans.  The allowance for loan and lease losses for the Corporation’s portfolios totaled $129 
million as of December 31, up from $105 million at the end of the third quarter.  The ratio of allowance 
for loan and lease losses to nonperforming loans and leases was 169 percent at December 31, compared to 
173 percent at September 30.  Other real estate owned, which is carried at fair value, totaled $17 million 
at December 31, down from $19 million at September 30.   
 
The consolidated loan and lease loss provision totaled $48 million in the fourth quarter, up from $28  
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million in the third quarter of 2007.  This increase principally reflects a $16 million sequential quarter 
increase in provision for the home equity portfolio.  Thirty-day and greater delinquencies, the ratio of 
charge-offs to average loans and leases, and the allowance for loan and lease losses to total loans and  
leases for principal credit-related portfolios are shown in the next table.  
 
 
     

   
Commercial 

Banking 

Home Equity 
Managed 
Portfolio 

Commercial 
Finance 

 
December 31, 2007 Portfolio (in 
$Billions) $2.95 $1.61  $1.29 

       
 30-Day and Greater Delinquencies     
 -  December 31, 2007 0.85% 5.78% 0.69%

 -  September 30, 2007 
 

0.41 
 

4.72  
 

0.79 

 -  June 30, 2007 
 

0.25 
 

3.64  
 

0.68 
 -  March 31, 2007 0.22 2.95  0.64 
 -  December 31, 2006 0.13 3.16  0.60 
       
 Annualized Net Charge-offs     

 -  December 31, 2007 
 

0.27 
 

4.62  
 

0.90 

 -  September 30, 2007 
 

0.29 
 

3.10  
 

0.56 

 -  June 30, 2007 
 

0.17 
 

2.18  0.76  

 -  March 31, 2007 
 

0.67 3.01  0.76  
 -  December 31, 2006 0.09  1.50  0.33  
       
 Allowance to Loans and Leases      

 -  December 31, 2007 
 

1.08 
 

5.47  
 

1.33 

 -  September 30, 2007 
 

0.93 
 

4.00  
 

1.36 

 -  June 30, 2007 
 

0.92 
 

3.40  
 

1.34 
 -  March 31, 2007  0.93  2.95   1.39 
 -  December 31, 2006  0.93  2.63   1.28 
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Segment Results 
 
Net income (loss) by line of business is shown below.  Additional detail for each segment will be 
available later in the first quarter in the Annual Report on Form 10-K. 
 

 
Net Income(loss) ($ in 

millions) 4Q 2007 3Q 2007 
Percent 
Change 4Q 2006 

Percent 
Change 2007 2006 

Percent 
Change 

 Commercial Banking $4 $5 (24)% $8 (55)% $18  $31 -42%

 Commercial Finance 5 4 21% 4 31% 14  13 11%

 Home Equity (20) (8) (146)% 1 NM (40) 2 NM

 
Other Segments, 
Including Parent (1) (1) 8% (2) 46% (6) (8) 23%

 
Net Income (Loss) From 
Continuing Operations (13) (1) (1514)% 11 NM (14) 37 NM

               

 

Income (Loss) From 
Discontinued Operations 
- Mortgage Banking (3) (17) 80% (6) 40% (31) 

 
(36) 14%

 
Consolidated Net Income 
(Loss) (16) (18) 9% 5 NM (45) 2 NM

 
 
The commercial banking segment earned $3.6 million during the fourth quarter, a decrease of $1.2 
million as compared to the third quarter, reflecting increased loss provision.  Net income for the year 
totaled $17.8 million, a $13.1 million or 42 percent decline as compared to 2006.  To improve 
profitability in subsequent quarters, management has taken a number of steps including an 11 percent 
reduction in staff during the fourth quarter. 
 
The commercial banking segment’s loan portfolio was unchanged during the quarter, reflecting a slowing 
in credit demand.  Net interest margin decreased to 3.83 percent during the quarter, down from 3.97 
percent during the third quarter, reflecting product mix as well as loan repricing at a faster rate than 
deposit repricing. 
 
Credit quality in the commercial banking portfolio weakened significantly across several of its markets.  
Thirty-day and greater delinquencies rose to 0.85 percent, compared to 0.41 percent at September 30.  
Non-performing assets increased during the quarter from $29 million to $34 million as of December 31.  
The majority of the increase in non-performing loans is related to deteriorating commercial real estate 
credits in connection with the residential housing markets, both in the Midwest and Western markets.  To 
address the increase in potential losses, the commercial banking segment recorded a loss provision of $6.5 
million during the quarter, bringing its allowance for losses to 1.08 percent of loans as of December 31, 
up from 0.93 percent as of September 30.  Net loan losses recorded during the fourth quarter totaled $2.0 
million, compared to $2.1 million during the third quarter.   
 
The commercial finance line of business earned $4.6 million in the fourth quarter of 2007, up from $3.8 
million in the third quarter.  Earnings for the year totaled $13.9 million compared to $12.6 million in 
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2006.  Both 2007 figures represent records for the segment, reflecting growth in net interest income, good 
credit quality, and modest expense growth.   
 
The commercial finance loan and lease portfolio totaled $1.3 billion as of December 31, compared to $1.2 
billion at September 30.  Loan and lease originations totaled $212 million during the fourth quarter and 
franchise finance loan sales totaled $13 million along with loan participations totaling $25 million.  Net 
interest margin rose to 4.56 percent up from 4.44 percent in the third quarter, due in part to product mix.  
 
Credit quality in this portfolio remains within expectations.  Thirty-day and greater delinquencies were 
0.69 percent at quarter-end, compared to 0.79 percent at September 30.  Non-performing loans totaled $9 
million, up from $6 million at the end of September and were addressed by a $1 million increase in the 
quarterly loan and lease provision.  The commercial finance segment’s loan and lease loss provision 
totaled $3.5 million during the fourth quarter, compared to net charge-offs of $2.8 million.   
 
The home equity segment lost $20.0 million during the fourth quarter, compared to a loss of $8.1 million 
during the third quarter.  The increased loss reflects the effect of higher loan losses and delinquency rates 
as well as significant restructuring costs incurred during the period.  The segment lost $40 million in 
2007, compared to a 2006 profit of $2 million. 
 
The segment’s portfolio of loans totaled $1.5 billion as of December 31, unchanged as compared to the 
end of the third quarter.  Reflecting management’s intention to have insignificant secondary market risk in 
the current environment, loans held-for-sale totaled $6 million, up from $4 million at the end of the third 
quarter and well below the December 31, 2006 balance of $237 million.  Mortgage loan originations 
totaled $39 million during the fourth quarter, down from $104 million during the third quarter.  The 
decline in production reflects tightening of guidelines and significantly reduced demand in the secondary 
market.   
 
Credit costs continue to rise in this segment.  Thirty-day and greater delinquencies on the managed 
portfolio increased during the quarter to 5.78 percent from 4.72 percent as of September 30.  Non-
performing loans were $40 million compared to $34 million at prior quarter-end, reflective of unsettled 
market conditions.  Loan loss provision in the segment totaled $38 million, up from $23 million during 
the third quarter.  Net charge-offs on the segment’s managed portfolio totaled $19 million (4.6 percent 
annualized), an increase from $13 million (3.1 percent annualized) recorded during the third quarter of 
2007.  
 
Management continues to assess the operating expense of the segment.  During the course of the year, the 
number of employees in this segment has been reduced by approximately 152 or 31 percent.  During the 
fourth quarter, $4.2 million of severance and other restructuring costs were incurred.  At this point, 
management expects to incur modest additional restructuring charges in the first quarter. 
 
The parent and other consolidating entities lost $1.1 million during the fourth quarter, compared to a loss 
of $1.2 million in the third quarter of 2007.  These entities lost $6 million during 2007, compared to $8 
million in 2006. 
 
Discontinued Operations – Conventional Mortgage Segment 
 
The discontinued conventional mortgage segment reported a loss during the fourth quarter of $3.4 
million, compared to a $17 million loss in the third quarter.  For the year, the discontinued operations lost 
$31 million, compared to a loss of $36 million during 2006.   
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The loss in the current period principally reflects downward adjustments to servicing sale receivables and 
operating expenses required to oversee the wind-down of activities.   
 
Losses due to repurchase claims have moderated during the past four months and substantial progress has 
been made in addressing those claims which have been received.  The loan repurchase liability totaled 
$25 million as of December 31, as compared to $29 million at September 30.   
 
Assets held for sale totaled $4 million as of December 31, compared with $8 million as of September 30.  
Included in the $4 million are $1 million of loans held for sale.   
 
About Irwin Financial 
 
Irwin® Financial Corporation (http://www.irwinfinancial.com) is a bank holding company with a history 
tracing to 1871.  The Corporation, through its principal lines of business provides a broad range of 
financial services to small businesses and consumers in selected markets in the United States and Canada. 
 
About Forward-Looking Statements 
 
This press release contains forward-looking statements that are based on management’s expectations, 
estimates, projections, and assumptions.  These statements and estimates include but are not limited to 
earnings estimates and projections of financial performance and profitability, and projections of business 
strategies and future activities.  These statements involve inherent risks and uncertainties that are difficult 
to predict and are not guarantees of future performance.  Words that convey our beliefs, views, 
expectations, assumptions, estimates, forecasts, outlook and projections or similar language, or that 
indicate events we believe could, would, should, may or will occur (or might not occur) or are likely (or 
unlikely) to occur, and similar expressions, are intended to identify forward-looking statements, which 
may include, among other things: 
 

• statements and assumptions relating to projected growth or decline in our earnings, projected loan 
originations and deposits, net interest and margins, and the relative performance of our lines of 
business; 

• statements and assumptions relating to projected trends or potential changes in our asset quality, 
loan delinquencies, charge-offs, reserves and asset valuations, including valuations of our 
servicing portfolios; 

• statements about the expected behavior of and our response to secondary market conditions; 
• statements about conditions in the mortgage markets or mortgage industry; 
• statements about expected results from the discontinued operations of our conventional mortgage 

banking segment; and 
• any other statements that are not historical facts. 

 
We qualify any forward-looking statements entirely by these cautionary factors. 
 
Actual future results may differ materially from what is projected due to a variety of factors including: 
potential changes in direction, volatility and relative movement (basis risk) of interest rates, which may 
affect consumer demand for our products and the management and success of our interest rate risk 
management strategies; staffing fluctuations in response to product demand or the implementation of 
corporate strategies that affect our work force; the relative profitability of our lending and deposit 
operations; the valuation and management of our portfolios, including the use of external and internal 
modeling assumptions we embed in the valuation of those portfolios and short-term swings in the 
valuation of such portfolios; borrowers’ refinancing opportunities, which may affect the prepayment 
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assumptions used in our valuation estimates and which may affect loan demand; unanticipated 
deterioration in the credit quality or collectibility of our loan and lease assets, including deterioration 
resulting from the effects of natural disasters; unanticipated deterioration or changes in estimates of the 
carrying value of our other assets, including securities; difficulties in delivering products to the secondary 
market as planned; difficulties in expanding our business and obtaining funding sources as needed; 
competition from other financial service providers for experienced managers as well as for customers; 
changes in the value of our lines of business, subsidiaries, or companies in which we invest; changes in 
variable compensation plans related to the performance and valuation of lines of business where we tie 
compensation systems to line of business performance; unanticipated outcomes in litigation; legislative or 
regulatory changes, including changes in laws, rules or regulations that affect tax, consumer or 
commercial lending, corporate governance and disclosure requirements, regulatory capital, and other laws 
or regulations affecting the rights and responsibilities of our Corporation, bank or thrift; regulatory 
actions that impact our Corporation, bank or thrift, including the memorandum of understanding entered 
into as of March 1, 2007, between our subsidiary bank and the Federal Reserve Bank of Chicago; changes 
in the interpretation of regulatory capital or other rules; the availability of resources to address changes in 
laws, rules or regulations or to respond to regulatory actions; changes in applicable accounting policies or 
principles or their application to our businesses or final audit adjustments, including additional guidance 
and interpretation on accounting issues and details of the implementation of new accounting methods; the 
effects of general economic conditions, including fluctuations in housing prices; the final disposition of 
our remaining assets and obligations of our discontinued mortgage banking segment, including the 
possibility that repurchase demands by third parties could exceed our current estimates; or governmental 
changes in monetary or fiscal policies.  We undertake no obligation to update publicly any of these 
statements in light of future events, except as required in subsequent reports we file with the Securities 
and Exchange Commission. 
 
The Corporation will host a conference call to review results on Tuesday, January 29, at 1:00 p.m. EST.  
Greg Ehlinger, CFO, Will Miller, CEO, and Jody Littrell, FVP and Controller, of Irwin Financial 
Corporation, will be the speakers on the call.  The toll-free number for the call is (800) 640-0097; please 
tell the operator you would like to join the Irwin Financial call, confirmation #20468627.  A replay of the 
call will be available on the Irwin Financial Corporation website at. 
http://www.irwinfinancial.com/investors/index_ir.htm. 
 

### 


