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PART 1. FINANCIAL INFORMATION.

Item 1. Financial Statements.

IRWIN FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (Unaudited)

September 30, December 31,
2003 2002
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(In thousands except for

shares)
Assets:
Cash and cash equivalents $ 163272 $ 157,771
Interest-bearing deposits with financial institutions 62,728 34,951
Residual interests 79,146 157,514
Investment securities - held-to-maturity (Market value:
$4,966 in 2003 and $5,644 in 2002) 4,942 5,349
Investment securities - available-for-sale 107,115 62,599
Loans held for sale 1,020,082 1,314,849
Loans and leases, net of unearned income - Note 2 3,139,335 2,815,276
Less: Allowance for loan and lease losses - Note 3 (64.145 (50.936
) )

3,075,190 2,764,340
Servicing assets - Note 4 327,422 174,935
Accounts receivable 39,374 55,928
Accrued interest receivable 17,234 15,264
Premises and equipment, net 32,712 32,398
Other assets 129.966 135.028

Total assets $ 5.059.183 $ 4.910.926

Liabilities and Shareholders' Equity:
Deposits

$ 957480 $ 821,814
Noninterest-bearing

Interest-bearing 1,302,319 1,170,660
Certificates of deposit over $100,000 759.476 701.870
3,019,275 2,694,344
Short-term borrowings - Note 5 442,400 993,124
Long-term debt 30,062 30,070
Collateralized debt - Note 6 588,731 391,425
Company-obligated mandatorily redeemable preferred
securities of subsidiary trusts 181,250 181,250
Convertible securities of subsidiary trusts 51,708 51,750
Other liabilities 329,671 207.552
Total liabilities 4.643.097 4,549.515
Commitments and contingencies - Note 9
Minority interest 1,632 856

Shareholders' equity
Preferred stock, no par value - authorized 4,000,000 shares;
none issued as of September 30, 2003 and December 31, 2002 - -
Common stock, no par value - authorized 40,000,000 shares;
issued
29,612,080 shares as of September 30, 2003 and December 31,
2002, 112,000 112,000
respectively; including 1,630,279 and 1,840,623 shares in
treasury
as of September 30, 2003 and December 31, 2002,
respectively
Additional paid-in capital 2,413 3,606
Deferred compensation 421) (240)
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Accumulated other comprehensive loss, net of deferred income
tax
benefit of $94 and $336 as of September 30, 2003 and (140) (1,142)
December 31,
2002, respectively

Retained earnings 337.919 287.662

451,771 401,886

Less treasury stock, at cost (37.317 (41.331
) )

Total shareholders' equity 414.454 360.555

Total liabilities and shareholders' equity $ 5.059.183 $ 4910926

The accompanying notes are an integral part of the consolidated financial statements.

IRWIN FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME (Unaudited)

For the Three Months

Ended September 30.
2003 2002

(In thousands, except per share)
Interest income:

Loans and leases $ 59,626 $ 60,210
Loans held for sale 33,978 14,200
Residual interests 4,131 8,493
Investment securities 1,125 695
Federal funds sold 20 15
Total interest income 98.880 83.613
Interest expense:
Deposits 9,873 13,911
Short-term borrowings 3,383 3,831
Long-term debt 419 567
Collateralized debt 4,045 3,003
Preferred securities distribution 5.527 4.820
Total interest expense 23.247 26.132
Net interest income 75,633 57,481
Provision for loan and lease losses 14.778 15.577
Net interest income after provision for loan and lease losses 60.855 41.904
Other income:
Loan servicing fees 28,523 18,156
Amortization of servicing assets - Note 4 (34,064) (16,234)
Recovery (impairment) of servicing assets - Note 4 41.665 (88.134
)
Net loan administration income (loss) _ 36.124 _ (86.212)
Gain from sales of loans 91,569 60,857
Gain on sale of mortgage servicing assets 7 223
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Trading losses (1,403) (9,574)
Derivative gains (losses), net (27,685) 81,135
Other 6.412 2.742
105.024 49.171
Other expense:
Salaries 62,220 42,078
Pension and other employee benefits 9,696 7,582
Office expense 5,330 4,426
Premises and equipment 9,533 8,249
Marketing and development 3,400 3,142
Professional fees 2,980 1,748
Other 21.608 10.642
114,767 77.867
Income before income taxes 51,112 13,208
Provision for income taxes 19.994 5.015
Net income $ 31.118 $ 8.193
Earnings per share: - Note 7
Basic $ 1.11 $ 0.30
Diluted $ 1.03 $ 0.29
Dividends per share $ 0.0700 $  0.0675

The accompanying notes are an integral part of the consolidated financial statements.

IRWIN FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME (Unaudited)

For the Nine Months

Ended September 30.
2003 2002

(In thousands, except per share)
Interest income:

Loans and leases $ 179460 $ 160,065
Loans held for sale 86,800 33,295
Residual interests 17,100 26,561
Investment securities 3,134 2,203
Federal funds sold 119 44
Total interest income 286.613 222.168
Interest expense:
Deposits 32,679 41,940
Short-term borrowings 12,053 11,226
Long-term debt 1,745 1,709
Collateralized debt 11,569 3,224
Preferred securities distribution 16.581 14.457
Total interest expense 74.627 72.556
Net interest income 211,986 149,612
Provision for loan and lease losses 37.655 35.409
Net interest income after provision for loan and lease losses 174.331 114.203

Other income:
Loan servicing fees 75,231 54,622
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Amortization of servicing assets - Note 4 (102,112) (43,957)
Impairment of servicing assets - Note 4 (1.966 (125.959
) )
Net loan administration loss (28.847 (115.294)
)
Gain from sales of loans 311,081 145,615
Gain on sale of mortgage servicing assets 7 9,939
Trading losses (52,323) (22,634)
Derivative gains, net 1,993 118,362
Other 16,981 11.600
248.892 147.588
Other expense:
Salaries 176,851 112,285
Pension and other employee benefits 31,803 24,758
Office expense 16,200 13,005
Premises and equipment 28,751 25,392
Marketing and development 11,157 9,042
Professional fees 8,664 6,918
Other 58.170 28.648
331.596 220.048

Income before income taxes 91,627 41,743
Provision for income taxes 35.505 16.113
Income before cumulative effect of change in accounting principle 56,122 25,630
Cumulative effect of change in accounting principle, net of tax -- 495
Net income $ 56.122 $ 26,125
Earnings per share before cumulative effect of change in accounting
principle: - Note 7 $ 2.01 $ 0.97

Basic

Diluted $ 1.89 $ 0.94
Earnings per share: - Note 7

Basic $ 2.01 $ 0.99

Diluted $ 1.89 $ 0.96
Dividends per share $ 0.2100 $ 0.2025

The accompanying notes are an integral part of the consolidated financial statements.
I ————

IRWIN FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY (Unaudited)

For the Three Months Ended September 30, 2003, and 2002

Accumulated
Other
Comprehensive Additional
Retained Income Deferred Paidin Common Preferred Treasury
Total Earnings (Loss) Compensation  Capital Stock Stock Stock



Balance July 1,
2003
Net income
Unrealized
loss on
investment
securities net
of $57 tax
benefit
Unrealized
gain on interest
rate
cap net of
$17 tax liability
Foreign
currency
adjustment net
of $16 tax
benefit
Total
comprehensive
income
Deferred
compensation
Cash dividends
Tax benefit on
stock option
exercises
Treasury stock:
Purchase of
1,321 shares
Sales of
24,766 shares

Balance
September 30,
2003

Balance July 1,
2002
Net income
Unrealized
loss on
investment
securities net
of $12 tax
benefit
Unrealized
loss on interest
rate
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(In thousands, except shares)

$ 384,835% 308,760 $ (58) $ (489)% 2,422°$ 112,000 $ - $ (37,800)
31,118 31,118
(84) (84)
26 26
— @4 (24)
31,036
68 68
(1,959)  (1,959)
22 22
(33) (33)
485 (31 516
)
$ 414454 % 337919 § (140) $ (421) $ 2413 % 112.000 $ - $ (37317
$ 329,275 $ 255932 $ (125) $ (359) $ 3,794 $ 112,159 $ - $ (42,126)
8,193 8,193
(18) (18)
(89) (89)
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cap net of

$59 tax
benefit

Foreign
currency (204) (204)
adjustment net

of $136 tax
benefit
Total
comprehensive 7,882
income

Deferred 60 60
compensation
Cash dividends (1,870) (1,870)
Additional costs
for equity (158) (158)

offering
Treasury stock:

Purchase of (28) (28)
1,393 shares

Sales of 315 (41) 356
17,522 shares
Balance $ 335476 $ 262255 $ (436) $ Q29N $ 3753 $112.001 $ - $ (41,798
September 30,
2002 )

The accompanying notes are an integral part of the consolidated financial statements.

IRWIN FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY (Unaudited)

For the Nine Months Ended September 30, 2003, and 2002

Accumulated
Other
Comprehensive Additional
Retained Income Deferred Paid in Common Preferred Treasury
Total Earnings (Loss) Compensation  Capital

Stock Stock Stock
(In thousands, except shares)
Balance $ 360,555 $ 287,662 $ (1,142) $ (240) $ 3,606 $ 112,000 $ - $ (41,331)
January 1, 2003
Net income 56,122 56,122
Unrealized
loss on
investment (72) (72)
securities net
of $45 tax
benefit



Unrealized
loss on interest
rate

cap net of
$31 tax benefit

Foreign
currency
adjustment net

of $576 tax
liability

Minimum
SERP liability
net

of $170 tax
liability
Total
comprehensive
income
Deferred
compensation
Cash dividends
Tax benefit on
stock option
exercises
Conversion of
1,700 trust
preferred
shares to 2,142
common
shares
Treasury stock:

Purchase of
122,464 shares

Sales of
330,666 shares

Balance
September 30,
2003

Balance
January 1, 2002
Net income
Unrealized
loss on
investment
securities net
of $45 tax
benefit
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(47)

865

256

57,124
(181)
(5,865)  (5,865)

1,031

43

(2,822)

4.569

(47)

865

256

(181)

1,031

(1) 44

(2,822)

(2,223 6.792

$ 414454 $ 337919 $

(140) $

)
421 $

2413 $112.000 $ - $ (37317

$ 231,665 $ 241,725 $

26,125 26,125

(67)

(325) $

(67)

(449) $

4,426 $ 29,965 $ 1,386 $ (45,063)
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Unrealized
loss on interest (89) (89)
rate
cap net of
$59 tax benefit
Foreign
currency 45 45
adjustment net
of $30 tax
liability
Total
comprehensive 26,014
income
Deferred 150 150
compensation
Cash dividends (5,595) (5,595)
Sales of
6,210,000 82,036 82,036
shares of
common stock
Conversion of
preferred stock - (1,386) 1,386
to
120,441
common shares
Tax benefit on

stock option 516 516

exercises
Treasury stock:

Purchase of (1,139) (1,139)
56,738 shares

Sales of 1.829 (1.189) 3.018
290,157 shares
Balance $ 335476 $ 262255 $ (436) $ Q29N $ 37538112001 $ - $ (41,798
September 30,
2002 )

The accompanying notes are an integral part of the consolidated financial statements.

IRWIN FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

For the Nine Months Ended September 30,

2003 2002
(In thousands)
Net income $ 56,122 $ 26,125
Adjustments to reconcile net income to cash
(used) provided by operating activities:
Depreciation, amortization, and accretion, net 8,747 8,742
Amortization and impairment of servicing assets 104,078 169,917

10
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Provision for loan and lease losses
Gain on sale of mortgage servicing assets
Gain from sale of loans
Originations of loans held for sale
Proceeds from the sale of mortgage servicing assets
Proceeds from sales and repayments of loans held for sale
Net decrease in residual interests
Net decrease in accounts receivable
Other, net
Net cash provided by (used in) operating activities
Lending and investing activities:
Proceeds from maturities/calls of investment securities:
Held-to-maturity
Available-for-sale
Purchase of investment securities:
Held-to-maturity
Available-for-sale
Net increase in interest-bearing deposits with financial institutions
Net increase in loans, excluding sales
Sales of loans
Other, net

Net cash used by lending and investing activities

Financing activities:
Net increase in deposits
Net increase (decrease) in short-term borrowings

Repayments of long-term debt

Proceeds from issuance of collateralized borrowings
Repayments of collateralized borrowings

Proceeds from sale of stock for equity offering
Purchase of treasury stock for employee benefit plans
Proceeds from sale of stock for employee benefit plans
Dividends paid

Net cash provided (used) by financing activities
Effect of exchange rate changes on cash

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental disclosures of cash flow information:
Cash paid during the period:

Interest

Income taxes

37,655

(7N
(311,081)
(21,131,799)

21,590,397
78,368
16,554

12,694

461.728

495
38,682

99)
(83,253)
(27,777)

(379,606)
33,182
(6.125

)
(424.501

)

324,931
(550,724)

®)
373,658
(176,352)

(2,822)
5,600
(5.865

)
(31.582)
(144

)
5,501
157.771

$ 163.272

$ 78.052
$ 42.928

35,409
(9,939)
(109,759)
(6,858,229)
25,498
6,563,630
30,646

981
(10.900)
(127.879)

590
5,377

(9,628)
(16,970)
(1,147,704)
517,645
(4.077

(654.767

239,932
31,995

440,471
(20,165)
82,036
(1,139)
2,345
(5.595

769.880
(58

(12,824)
158.291
$ 145467

$ 75.647
$ 29.957

11
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Noncash transactions:

Conversion of trust preferred stock to common stock $ 43 3 --
Liability for loans held for sale eligible for repurchase $ 111.390 3 --

Conversion of preferred stock to common stock 3 - 3 1.386

The accompanying notes are an integral part of the consolidated financial statements.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies

Consolidation: Irwin Financial Corporation and its subsidiaries provide financial services throughout the United States and Canada. We are
engaged in the mortgage banking, commercial banking, home equity lending, commercial finance, and venture capital lines of business.
Intercompany balances and transactions have been eliminated in consolidation.

Use of Estimates: The preparation of financial statements in conformity with generally accepted accounting principles requires us to make
estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Residual Interests: Residual interests are stated at fair value. Unrealized gains and losses are included in earnings. In the past, when we sold
receivables in securitizations of home equity loans and lines of credit, we retained residual interests, a servicing asset, one or more subordinated
tranches, and in some cases a cash reserve account, all of which are retained interests in the securitized receivables. Gain or loss on the sale of
the receivables depends in part on the previous carrying amount of the financial assets involved in the transfer, allocated between the assets sold
and the retained interests based on their relative fair value at the date of transfer.

To obtain fair value of residual interests, quoted market prices are used if available. However, quotes are generally not available for residual
interests, so we generally estimate fair value based on the present value of expected cash flows using estimates of the key assumptions --
prepayment speeds, credit losses, and discount rates commensurate with the risks involved -- that management believes market participants
would use to value similar assets. Adjustments to carrying values are recorded as trading gains or losses. An adjustment of $1.4 million was
recorded in the third quarter of 2003 to write down the residual interests due primarily to shifts in the LIBOR curve and enhancements to our
valuation model. The total adjustment for the first nine months of 2003 was $52.3 million.

Servicing Assets: In determining servicing value impairment we stratify the servicing portfolio into its predominant risk characteristics,
principally by interest rate and product type. Effective as of June 30, 2003 we lowered our lowest interest rate stratum from 7% to 5% and split
our interest strata by government and conventional loans. We made these changes in interest rate and product type stratums in response to
significant changes in economic facts and circumstances and in our portfolio that caused a change in predominant risk characteristics. Because
our strata changes were prompted by changes in economic facts and circumstances, they were accounted for prospectively as a change in
estimate. We made no changes in our interest strata in the three-month period ended September 30, 2003.

Cash and Cash Equivalents Defined: For purposes of the consolidated statement of cash flows, we consider cash and due from banks to be
cash equivalents.

Stock-Based Employee Compensation: We have two stock-based employee compensation plans. We use the intrinsic value method to account
for our plans under the recognition and measurement principles of APB Opinion No. 25, "Accounting for Stock Issued to Employees," and
related Interpretations. No stock-based employee compensation cost is reflected in net income for any of the periods presented, as all options
granted under these plans had an exercise price equal to the market value of the underlying common stock on the date of grant. To date, the
Board of Directors has not chosen to expense stock options. The Board wishes to analyze new guidance from the FASB, SEC or other relevant
authority regarding the standardization of valuation methods, should such guidance be forthcoming. In the absence of a uniform valuation
method for public companies, we will continue to disclose in this footnote the impact of expensing stock options, using our valuation method,
which is based on a Black-Scholes model using several assumptions management believes to be reasonable. The following table illustrates the
effect on net income and earnings per share if we had applied the fair value recognition provisions of FASB Statement No. 123, "Accounting for
Stock-Based Compensation," using our valuation method to stock-based employee compensation:

For the three months ended For the nine months ended
September 30, September 30,

12
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2003 2002 2003 2002
(In thousands)
Net income as reported $ 31,118 $ 8,193 $56,122 $ 26,125
Deduct: Total stock-based employee compensation expense
determined under fair value based method for all awards, _
net of related tax effects (699 (662) 1.977)
(2.187

Pro forma net income $ 30419 $ 7.531 $53935 § 24.148
Basic earnings per share

As reported $ 1.09 §$ 0.30 $ 201 $ 0.99

Pro forma $ 1.03 § 0.27 $ 193 § 0.91
Diluted earnings per share

As reported $ .03 $ 0.29 $ 189 $ 0.96

Pro forma $ 1.or $ 0.26 $ 182 § 0.89

Recent Accounting Developments

In January 2003, the FASB issued Interpretation No. 46, "Consolidation of Variable Interest Entities" which requires existing unconsolidated
variable interest entities to be consolidated by their primary beneficiaries if the entities do not effectively disperse risks among parties involved.
The primary beneficiary is the party that absorbs a majority of expected losses, receives a majority of expected residual returns, or both, as a
result of holding variable interests, which are the ownership, contractual, or other beneficiary interests in the entity. The primary beneficiary is
required to disclose the (a) nature, purpose, size, and activities of the variable interest entity, (b) the carrying amount and classification of assets
that are collateral, and (c) any lack of recourse by creditors to the primary beneficiary. If a primary interest is not held, but a significant variable
interest is held, disclosure requirements include (1) the nature, purpose, size and activities of the variable interest entity, (2) exposure to loss, (3)
the date and nature of involvement with the entity. This interpretation applies immediately to variable interests created or obtained after January
31, 2003. For variable interest entities created prior to February 1, 2003, the interpretation application begins in fiscal years beginning after
December 15, 2003. Prior to 2002, we used securitization structures involving qualified special purpose entities (QSPEs) which are exempt from
the requirements of this interpretation. As a result, management does not believe the implementation of Interpretation No. 46 will have a
material effect on our earnings or financial position.

In addition, we have six special purpose trusts used for the issuance of our trust preferred securities. These trusts are currently consolidated on
our balance sheet and, as such, under banking regulation meet one of the criteria for creating eligibility under bank regulatory capital rules to be
eligible as Tier 1 capital. We understand that the consolidation of these types of trusts under FIN 46 is under review by accounting rule making
bodies and the Federal Reserve has issued interim guidance (SR 03-9) on the appropriate inclusion of these securities in regulatory capital ratios.
If GAAP guidance changes and requires deconsolidation of these trusts, it is possible that the securities issued by the trust will no longer meet
the requirements to be classified as Tier 1 capital elements, although we expect that they would continue to meet the requirement to be classified
as Tier 2 capital. If this change were to occur, we do not believe this would have a meaningful effect on our total capital ratios, although the
allocation of capital between Tier 1 and Tier 2 capital would shift.

Reclassifications: Certain amounts in the 2002 consolidated financial statements have been reclassified to conform to the 2003 presentation.
These changes had no impact on previously reported net income or shareholders' equity.

Note 2 - Loans and Leases

Loans and leases are summarized as follows:

September 30, December 31,

2003 2002
(In thousands)
Commercial, financial and $ 1453305 $ 1,347,962
agricultural
Real estate-construction 343,323 314,851

13
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Real estate-mortgage 891,011 777,865
Consumer 28,259 27,857
Direct financing leases
Domestic 327,965 291,711
Foreign 189,344 133,784
Unearned income
Domestic (66,927) (59,287)
Foreign (26.945 (19.467
) )
Total $ 3139335 $ 2815276

Note 3 - Allowance for Loan and Lease Losses

Changes in the allowance for loan and lease losses are summarized below:

As of and for the
nine months ended As of and for the
year ended
September 30, December 31,
2003 2002
(In thousands)
Balance at beginning of period $ 50,936 $ 22,283
Provision for loan and lease 37,655 43,996
losses
Other adjustments (99) 17
Recoveries 2,100 2,870
Charge-offs (26447 (18.230
) )
Balance at end of period $ 64.145 $ 50.936

Note 4 - Servicing Assets

Included in the consolidated balance sheet at September 30, 2003 and December 31, 2002 are $327.4 million and $174.9 million, respectively, of
capitalized servicing assets. These amounts relate primarily to the principal balances of mortgage and home equity loans serviced by us for
investors. Changes in our capitalized servicing assets, net of valuation allowance, are shown below:

As of and for the As of and for the
nine months ended year ended
September 30, December 31,
2003 2002
(In thousands)

14
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Beginning balance $ 174935 §$ 228,624
Additions 256,565 180,627
Amortization (102,112) (62,191)
Impairment (1,966) (146,370)
Reduction for servicing sales -- (25.755
)
$ 327422 $ 174.935

We have established a valuation allowance to record servicing assets at their lower of cost or fair value. Changes in
the allowance are summarized below:

As of and for As of and for

the the year ended
nine months
ended
September 30, December 31,
2003 2002
(In thousands)
Balance at beginning of $ 159,865 $ 13,495
period
Provision for impairment 1.966 146.370
Balance at end of period $ 161.831 $ 159.865

Note 5 - Short-term Borrowings

Short-term borrowings are summarized as follows:

September 30, December 31,

2003 2002

(In thousands)
Drafts payable related to mortgage loan closings $ 118,939 $ 200,701
Commercial paper 15,169 14,121
Federal Home Loan Bank borrowings 248,000 527,000
Federal funds 54,000 30,000
Lines of credit and other borrowings 6.292 221.302

$ 442400 $ 993.124

Drafts payable relate to mortgage loan closings that have not been presented to the banks for payment. When
presented for payment, these borrowings will be funded internally or by borrowing from the lines of credit.

The majority of our commercial paper is payable to a company controlled by a significant shareholder and director
of the Corporation.

Federal Home Loan Bank borrowings are collateralized by loans and loans held for sale.

15
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We also have lines of credit available to fund loan originations and operations. Interest on the lines of credit is
payable monthly or quarterly with variable rates ranging from 1.37% to 3.00% at September 30, 2003.

Note 6 - Collateralized Debt

We securitize loans and leases using secured financing structures at our home equity lending and commercial
finance lines of business. Sale treatment was precluded on these transactions as we maintained effective control over
the loans and leases securitized. This type of securitization structure results in cash being received, debt being
recorded, and the establishment of an allowance for credit losses. The notes associated with these transactions are
collateralized by $0.6 billion in home equity loans and home equity lines of credit and leases classified on the balance
sheet as loans and leases. The principal and interest on these debt securities are paid using the cash flows from the
underlying loans and leases. Accordingly, the timing of the principal payments on these debt securities is dependent
on the payments received on the underlying collateral. The interest rates on the bonds are at a floating rate. We have
an interest only senior note on both securitizations at the home lending line of business which as of September 30,
2003 had a combined notional balance of $61.7 million. These senior notes pay interest at 10%, and mature on
December 25, 2004 and September 25, 2005.

Collateralized debt is summarized as follows:

Weighted
Average
Interest Rate
at
Contractual ~ September 30, September 30, December 31,
Maturity 2003 2003 2002
(In thousands)

Commercial finance line of business
2003 asset backed note 7/4/2010 210 % 58,270 $ -

Home equity lending line of business
2003-1 asset backed notes:

Combined variable rate senior note 2/28/2028 1.65 190,578 -

Combined variable rate subordinate 2/28/2028 3.17 61,763 -
note

Unamortized premium 5,095 -

2002-1 asset backed notes:
Combined variable rate senior note 7/25/2023-

6/25/2029 1.39 195,715 312,997

Combined variable rate subordinate 2/25/2029 2.68 72,551 72,551
note

Unamortized premium 4.759 5.877

Total $ 588731 $ 391425

Note 7 - Earnings per Share

Earnings per share calculations are summarized as follow:
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Basic Effect of Effect of Effect of Diluted
Earnings Stock Preferred  Convertible Earnings
Per Share ~ Options Shares Shares Per Share
(In thousands, except per share amounts)
Three Months Ended September
30,2003 $ 31,118 $ -- $ - $ 679 $ 31,797
Net income
Shares 27.949 306 — 2.609 30.864
Per-Share Amount $ L1l $ (o0 $ -3 007 $ 1.03
Three Months Ended September
30, 2002
$ 8,193 $ -- $ - $ 700 $ 8,893
Net income
Shares 27.719 265 — 2,610 30.594
Per-Share Amount $ 030 $ - -3 001 $ 029
Basic Effect of Effect of Effect of Diluted
Earnings Stock Preferred  Convertible Earnings
Per Share Options Shares Shares Per Share
(In thousands, except per share amounts)
Nine Months Ended September
30, 2003
$ 56,122 % - 3 -3 2,037 $ 58,159
Net income
Shares 27.877 272 = 2.609 30.758
Per-Share Amount $ 201 $ (0D $ -3 .1 $  1.89
Nine Months Ended September
30, 2002
$ 25630 $ - 3 - $ 2,101  $ 27,731
Net income before cumulative
effect of
change in accounting
principle
Shares 26.514 173 75 2.610 29.372
Per-Share Amount $ 097 $ (O $ -3 002 $ 094
Cumulative effect of change in
accounting principle 495 495
Per-Share Amount 3 0.02 $ 002
Net income 26.125 28.226
Per-Share Amount 3 0.99 $ 096

At September 30, 2003 and 2002, 705,482 and 753,176 shares, respectively, related to stock options, were not

included in the dilutive earnings per share calculation because the options' exercise price was greater than the market

price of the common stock.
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Note 8 - Industry Segment Information

We have five principal segments that provide a broad range of financial services. The mortgage banking line of
business originates, sells, and services residential first mortgage loans throughout the United States. The commercial
banking line of business provides commercial banking services in seven Midwestern and Rocky Mountain states. The
home equity lending line of business originates and services home equity loans and lines of credit throughout the
United States. The commercial finance line of business originates leases and loans against commercial equipment and
real estate throughout the United States (U.S.) and Canada. The venture capital line of business invests in early-stage
U.S. technology companies focusing on financial services. Our other segment primarily includes the parent company
and eliminations.

The accounting policies of each segment are the same as those described in the "Summary of Significant
Accounting Policies." Below is a summary of each segment's revenues, net income, and assets for the three months
and nine months ended September 30, 2003, and 2002:

Mortgage Commercial Home Equity Commercial Venture
Banking Banking Lending Finance  Capital Other Consolidated
(In thousands)
For the Three Months
Ended September 30, 2003
$ 27614 % 21011 $ 28,765 $§ 5822 % 2) $ (7577) $ 75,633
Net interest income

Intersegment interest (3,288) (895) (2,110) (137) - 6,430 --
Provision for loan and (191) (1,500) (10,728) (2,388) - 29 (14,778)
lease losses
Other revenue 90,758 5,744 8,091 1,181 294 (1,044) 105,024
Intersegment revenues == = == = 150 150) ==
Total net revenues 114,893 24,360 24,018 4,478 442 (2,312) 165,879
Other expense 73,519 13,902 18,965 3,708 329 4,344 114,767
Intersegment expenses 691 414 691 121 -- 917 ==
Net income (loss) 40,683 10,044 4,362 649 113 (4,739) 51,112
before taxes
Income taxes 15.648 4.071 1.745 603 48 (2.121) 19.994
Net income (loss) $ 25035 % 5973 3 2617 $ 46 $ 65 $ (2618) $ 31.118

Mortgage Commercial Home Equity Commercial Venture
Banking  Banking Lending Finance Capital Other  Consolidated
(In thousands)
For the Three Months
Ended September 30, 2002
$ 10217 $ 17325 $ 27,107 $ 3,838 § 1r$ (1,017) $ 57,481
Net interest income

Intersegment interest - 557 - - - (557) --

Provision for loan and lease (16) (2,630) (9,221) (3,804) - 94 (15,577)

losses

Other revenue 45,829 2,554 1,983 1,631 (2,860) 34 49,171

Intersegment revenues == 54 = == 125 (179) ==
Total net revenues 56,030 17,860 19,869 1,665 (2,724) (1,625) 91,075
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Other expense 42,347 11,785 18,575 2911 63 2,186 77,867
Intersegment expenses 527 343 589 == -- (1.459 ==
Net income (loss) before 13,156 5,732 705 (1,246) (2,787) (2,352) 13,208
taxes
Income taxes 5.115 2.238 282 (583) (1.115 (922 5.015
)
Net income (loss) $ 8041 % 3494 $ 423§ (663) $ (167238 (1.430) 3 8.193
)
Mortgage Commercial Home Equity Commercial Venture
Banking Banking Lending Finance  Capital Other  Consolidated
(In thousands)
For the Nine Months
Ended September 30, 2003
$ 69,285 $§ 63,346 $ 86,967 $§ 16413 $ 7% (24,032) $ 211,986
Net interest income
Intersegment interest (7,991) (4,764) (5,678) (523) - 18,956 --
Provision for loan and (221) (4,413) (23,578) (9,321) (215) 93 (37,655)
lease losses
Other revenue 260,566 16,517 (29,383) 4,678 (2,133) (1,353) 248,892
Intersegment revenues = == -- = 450 (450) ==
Total net revenues 321,639 70,686 28,328 11,247 (1,891) (6,786) 423,223
Other expense 209,224 40,982 61,730 10,811 440 8,409 331,596
Intersegment expenses 2,072 1.205 2,116 400 -- (5.793) ==
Net income (loss) 110,343 28,499 (35,518) 36 (2,331) (9,402) 91,627
before taxes
Income taxes 42.427 11.435 (14.207) 251 (932) (3.469) 35.505
Net income (loss) $ 67.916 $ 17.064 $ (21311H $ (215) $ (1.399)% (5.933) $ 56.122

Assets at September 30,

$ 1443531 % 2.195.135 §

989.479 $§ 425483 $ 7.803%

2003

(2.248) $ 5.059.183

Mortgage Commercial Home Equity Commercial Venture
Banking Banking Lending Finance Capital Other  Consolidated
(In thousands)

For the Nine Months
Ended September 30,
2002 $ 26,050 $ 49,250 § 65,697 $ 10,959 $ 338 (2377)$ 149,612
Net interest income
Intersegment interest -- 2,006 -- 2) - (2,004) --
Provision for loan and (218) (7,140) (21,681) (6,519) - 149 (35,409)
lease losses
Other revenue 136,659 10,944 1,180 3,260 (4,341) (114) 147,588
Intersegment revenues = 163 == == 451 (614 ==
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Total net revenues 162,491 55,223 45,196 7,698 (3,857) (4,960) 261,791
Other expense 115,604 35,722 55,118 8,800 363 4,441 220,048
Intersegment expenses 1.588 881 1.775 -- == (4.244 ==

)

Net income (loss) 45,299 18,620 (11,697) (1,102) (4,220) (5,157) 41743
before taxes
Income taxes 17.736 7.238 (4.679 (452) (1.688 (2.042) 16.113

Income (loss) before
cumulative effect of 27,563 11,382 (7,018) (650)  (2,532) (3,115) 25,630
change in accounting

principle

Cumulative effect of

change in accounting - -- -- 495 -- -- 495
principle

Net income (loss) $ 27563 $ 11382 $ (7.018)$ 155) $ (2532 $ (3.115 26.125

) )
Assets at September 30, $ 1.043.100 $ 1.921.706 $ 960327 $ 315011 $ 3990 $§ 19.781 $ 4.263.915

2002

Note 9 - Contingencies

Our indirect subsidiary, Irwin Mortgage Corporation, is a defendant in a class action lawsuit in the United States District Court for the Northern
District of Alabama alleging that Irwin Mortgage violated the federal Real Estate Settlement Procedures Act (RESPA) relating to Irwin
Mortgage's payment of broker fees to mortgage brokers. In June 2001, the Court of Appeals for the 11th Circuit upheld the district court's
certification of a plaintiff class and the case was remanded for further proceedings in the federal district court. In September 2001, a second suit
sought class status and consolidation with this suit.

In November 2001, by order of the district court, the parties filed supplemental briefs analyzing the impact of a new policy statement from
the Department of Housing and Urban Development (HUD) that explicitly disagrees with the judicial interpretation of RESPA by the Court of
Appeals for the 11th Circuit in its ruling upholding class certification in this case. In response to a motion from Irwin Mortgage, in March 2002,
the district court granted Irwin Mortgage's motion to stay proceedings in this case until the 11th Circuit decided the three other RESPA cases
originally argued before it with this case. The second suit seeking consolidation with this one was similarly stayed.

The 11th Circuit has now decided all of the RESPA cases pending in that court. In one of those cases, the 11th Circuit concluded that the trial
court had abused its discretion in certifying a class action under RESPA. Further, in that decision, the 11th Circuit expressly recognized it was,
in effect, overruling its previous decision upholding class certification in this case. In March 2003, Irwin Mortgage filed a motion to decertify
the class and the plaintiffs filed a renewed motion for summary judgment. On October 2, 2003 the case was reassigned to U.S. District Judge, R.
David Proctor. Judge Proctor ordered that the parties meet and then submit a joint status report on or before October 31, 2003.

If the class is not decertified and the district court finds that Irwin Mortgage violated RESPA, Irwin Mortgage could be liable for damages
equal to three times the amount of that portion of payments made to the mortgage brokers that is ruled unlawful. Based on notices sent by the
plaintiffs to date to potential class members and additional notices that might be sent in this case, we believe the class is not likely to exceed
32,000 borrowers who meet the class specifications.

In addition to this case and the case seeking consolidation with it, three other lawsuits were filed against Irwin Mortgage in 2002 in the
Circuit Court of Calhoun County, Alabama seeking class action status and allege claims based on payments similar to those at issue in this case.
Another case filed in 2002 in the United States District Court for the Northern District of Alabama was permitted to intervene in the case seeking
consolidation with this case. The intervening case alleged RESPA violations both similar to and different from those in this case in connection
with payments made to mortgage brokers. The parties settled the three cases in Calhoun County, Alabama, for a nonmaterial amount, and the
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court dismissed those actions on August 18, 2003. The parties settled the suit seeking consolidation with this one, along with the intervening
case, for a nonmaterial amount, and the court dismissed those actions on August 22, 2003.

Irwin Mortgage intends to defend this lawsuit vigorously and believes it has numerous defenses to the alleged RESPA and similar violations.
Irwin Mortgage further believes that the 11th Circuit's recent RESPA decisions provide grounds for reversal of the class certification in this case.
We have no assurance, however, that Irwin Mortgage will be successful in defeating class certification in this case or will ultimately prevail on
the merits. However, we expect that an adverse outcome in this case could result in substantial monetary damages that could be material to our
financial position. We have not established any reserves for this case and are unable at this stage of the litigation to form a reasonable estimate of
potential loss that we could suffer.

In January 2001, we and Irwin Leasing Corporation (formerly Affiliated Capital Corp.), our indirect subsidiary, and Irwin Equipment Finance
Corporation, our direct subsidiary (together, the Irwin companies), were served as defendants in an action filed in the United States District
Court for the Middle District of Pennsylvania. The suit alleges that a manufacturer/importer of certain medical devices made misrepresentations
to health care professionals and to government officials to improperly obtain Medicare reimbursement for treatments using the devices, and that
the Irwin companies, through Affiliated Capital's financing activities, aided in making the alleged misrepresentations. The Irwin companies filed
a motion to dismiss on February 12, 2001. On August 10, 2001, the court granted our motion in part by dismissing Irwin Financial and Irwin
Equipment Finance as defendants in the suit. In June, 2003, Irwin Leasing filed a motion for summary judgment. Oral argument was held on
August 27, 2003. On October 8, 2003, the court granted Irwin Leasing's motion for summary judgment, dismissing the plaintiff's complaint. On
October 22, 2003, the plaintiff filed a notice of appeal. We have not established any reserves for this case. Although we believe the trial court's
decision is well-reasoned, we cannot predict at this time whether we will prevail on appeal.

Our subsidiary, Irwin Union Bank and Trust Company, is a defendant in a purported class action lawsuit, filed in the U.S. District Court in
Massachusetts in July 2001. The case involves loans purchased by Irwin Union Bank and Trust from an unaffiliated third-party originator. The
plaintiffs allege that the loan documents did not comply with certain provisions of the Truth in Lending Act relating to high rate loans. The
complaint seeks rescission of the loans and other damages. On September 30, 2002, the court granted plaintiffs' motion for certification of a
class, subject to certain limitations. We filed a motion for reconsideration with the district court and a petition for permission to appeal the class
certification decision with the Court of Appeals for the 1st Circuit. Discovery has not yet commenced. In May, 2003, the district court denied
our motion for summary judgment and denied in part our motion for reconsideration of class decertification. However, the court further
restricted membership in the plaintiff class. On October 21, 2003, the court of appeals denied our application for appellate review of the district
court's certification of the class. Discovery has not yet commenced. The actual number of plaintiff borrowers will be determined only after a
review of loan files. We believe that out of approximately 200 loans acquired directly from the third-party originator and approximately 7,800
loans acquired from others through bulk acquisitions, only a portion of these loans will qualify for inclusion in the class. Because this case is in
the early stages of litigation, we are unable to form a reasonable estimate of potential loss, if any, and have not established any reserves related
to this case.

Our indirect subsidiary, Irwin Mortgage Corporation, is a defendant in a case filed in August, 1998 in the Baltimore, Maryland, City Circuit
Court. On January 25, 2002, a jury in this case awarded the plaintiffs damages of $1.434 million jointly and severally against defendants,
including Irwin Mortgage. The nine plaintiff borrowers alleged that a home rehabilitation company defrauded the plaintiffs by selling them
defective homes at inflated prices and that Irwin Mortgage, which provided the plaintiff borrowers mortgage loans on the home purchases,
participated in the fraud. Irwin Mortgage filed an appeal with the Maryland Court of Special Appeals. Oral argument was held on January 7,
2003. We have reserved for this case based upon advice of our legal counsel. Although we believe Irwin Mortgage has justifiable grounds for
appeal, we cannot predict at this time whether the appeal will ultimately be successful.

In April, 2003, our indirect subsidiary, Irwin Mortgage Corporation, was named as a defendant in an action filed in the Marion County,
Indiana, Circuit Court. The complaint alleges that Irwin Mortgage charged a document preparation fee in violation of Indiana law for services
performed by clerical personnel in completing legal documents related to mortgage loans. The plaintiff is seeking to certify a class consisting of
Indiana borrowers who were charged the fee during the six-year period prior to the filing of the lawsuit. Irwin Mortgage filed an answer on June
11, 2003 and a motion for summary judgment on October 27, 2003. The court will determine the class certification issue before considering
dispositive motions. Because the case is in the early stages of litigation, we are unable at this time to form a reasonable estimate of the amount of
potential loss, if any, that Irwin Mortgage could suffer. We have not established any reserves for this case.

In April, 2003, our indirect subsidiary, Irwin Mortgage Corporation, was named as a defendant in an action filed in the District Court of
Nueces County, Texas. The complaint alleges that Irwin Mortgage improperly charged borrowers fees for the services of third-party vendors in
excess of Irwin Mortgage's costs, and charged certain fees to which plaintiffs did not agree. The plaintiffs are seeking to certify a class consisting
of similarly situated borrowers. Irwin Mortgage filed an answer on July 11, 2003. Because the case is in the early stages of litigation, we are
unable at this time to form a reasonable estimate of the amount of potential loss, if any, that Irwin Mortgage could suffer. We have not
established any reserves for this case.

We and our subsidiaries are from time to time engaged in various matters of litigation, including the matters described above, other assertions
of improper or fraudulent loan practices or lending violations, and other matters, and we have a number of unresolved claims pending. In
addition, as part of the ordinary course of business, we and our subsidiaries are parties to litigation involving claims to the ownership of funds in
particular accounts, the collection of delinquent accounts, challenges to security interests in collateral, and foreclosure interests, that is incidental
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to our regular business activities. While the ultimate liability with respect to these other litigation matters and claims cannot be determined at
this time, we believe that damages, if any, and other amounts relating to pending matters are not likely to be material to our consolidated
financial position or results of operations, except as described above. Reserves have been established for these various matters of litigation,
when appropriate, based upon the advice of legal counsel.

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.

About Forward-looking Statements

You should read the following discussion in conjunction with our consolidated financial statements, footnotes, and tables. This discussion
and other sections of this report contain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section
21E of the Securities Exchange Act of 1934. 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.

Words that convey our beliefs, expectations, assumptions, estimates, forecasts, outlook and projections or that indicate events we believe
could, would, should, may or will occur (or might not occur) and similar expressions, are forward-looking statements, which may include,
among other things:

e statements and assumptions relating to projected growth in our revenues, earnings or earnings per share as well as management's
short-term and long-term performance goals;

e statements and assumptions relating to projected trends or potential changes in our asset quality, loan delinquencies, asset valuations,
capital ratios or financial performance measures;

e statements relating to our plans and strategies, including the expected results or impact of implementing such plans and strategies;

e statements relating to potential litigation developments and the anticipated impact of potential outcomes of pending legal matters; and

¢ any other statements that are not historical facts.

Forward-looking statements involve known and unknown risks, uncertainties and other important factors that could
cause our actual results, performance or achievements, or industry results, to differ materially from our expectations of
future results, performance or achievements expressed or implied by these forward-looking statements. In addition,
our past results of operations do not necessarily indicate our future results. Actual future results may differ materially
from what is projected due to a variety of factors including: potential changes in and volatility of interest rates, which
may affect consumer demand for our products and the success of our interest rate risk management strategies; staffing
fluctuations in response to product demand; the relative profitability of our lending operations; the valuation and
management of our servicing portfolios, including short-term swings in valuation of such portfolios due to quarter-end
movements in secondary market interest rates which are inherently volatile; the valuation of our residual interests,
which is subject to prepayment speeds, delinquencies and defaults that may fluctuate with the economy; refinancing
opportunities, which may affect the prepayment assumptions used in our valuation estimates and which may affect
loan demand; unanticipated deterioration in the credit quality of our loan assets; deterioration in the carrying value of
our other assets, including securities and other assets; difficulties in delivering loans to the secondary market as
planned; difficulties in expanding our business or raising capital and other funding sources as needed; competition
from other financial service providers for experienced managers as well as for customers; changes in the value of
companies in which we invest; changes in variable compensation plans related to the performance and valuation of
lines of business where we have compensation systems tied to line of business performance; legislative or regulatory
changes, including changes in the interpretation of regulatory capital rules, changes in consumer or commercial
lending rules or rules affecting corporate governance, or the availability of resources to address these rules; changes in
applicable accounting policies or principles or their application to our businesses; 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 periodic reports we file with the Securities and Exchange Commission (SEC).

Consolidated Overview

Three Months Ended September Nine Months Ended
30, September 30,
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Net income (millions)
Basic earnings per share (1)
Diluted earnings per share
(1)

Return on average equity
Return on average assets

$

2003
31.1
1.11
1.03

30.42%

2.16

2002 2003 2002

$ 82 $ 561 $ 26.1

0.30 2.01 0.99

0.29 1.89 0.96

9.89% 19.61% 11.25%
0.79 1.44 0.92

(1) Earnings per share of common stock before cumulative effect of change in accounting principle related to SFAS
142, "Goodwill and Other Intangible Assets," for the nine months ended September 30, 2002 was $0.97 basic and

$0.94 diluted.

Consolidated Income Statement Analysis

Net Income

We recorded net income of $31.1 million for the three months ended September 30, 2003, up 280% from net income of $8.2 million for the
three months ended September 30, 2002. Net income per share (diluted) was $1.03 during the three-month period ended September 30, 2003, up
255% from $0.29 per share during the same period a year earlier. Return on equity for the third quarter of 2003 was 30.42% compared with

9.89% during the same period in 2002.

For the year to date, we recorded net income of $56.1 million or $1.89 per diluted share. This represents increases of 115% and 97%,
respectively, compared to the same period in 2002. Return on equity for the nine-month period ended September 30, 2003 was 19.61%
compared with 11.25% during the same period a year earlier.

Net interest income for the nine months ended September 30, 2003 totaled $212.0 million, up 42% from 2002 net interest income of $149.6
million for the same period. Net interest margin for the nine months ended September 30, 2003 was 5.99% compared to 6.00% in 2002. The
following tables show our daily average consolidated balance sheet, interest rates and interest differential at the dates indicated:

Average
Balance
Assets
Interest-earning assets
Interest-bearing deposits with $ 70,927
banks
Federal funds sold 26,697
Residual interests 118,424
Investment securities 65,855
Loans held for sale 1,366,826
Loans and leases, net of unearned 3.082.603
income (U
Total interest earning assets $ 4731332
Noninterest-earning assets
Cash and due from banks $ 106,205
Premises and equipment, net 32,408
Other assets 405,184

Nine Months Ended September 30,

2003 2002
Yield/ Average Yield/
Interest Rate Balance Interest Rate
(Dollars in thousands)
$ 400 076 % $ 20,060 $ 169 1.13 %
119 0.59 6,665 44 0.88
17,100 19.31 195,471 26,561 18.17
2,734 5.55 36,910 2,034 7.37
86,300 8.49 561,425 33,295 7.93
179.460 7.78 2.515.041 160.065 8.51
$ 286.613 8.10% $ 3335572 $ 222.168 8.91 %

$ 100,191
34,297
354,335
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Less allowance for loan and lease (55.066 (32.760
losses
) )
Total assets $ 5.220.063 $ 3.791.635

Liabilities and Shareholders' Equity
Interest-bearing liabilities

Money market checking $ 162,789 $ 632 052%$ 131,833 $ 519 0.53 %
Money market savings 840,509 8,290 1.32 599,898 7,135 1.59
Regular savings 63,384 976 2.06 56,822 1,199 2.82
Time deposits 1,009,339 22,781 3.02 1,059,099 33,087 4.18
Short-term borrowings 635,265 12,053 2.54 581,554 11,226 2.58
Long-term 30,066 1,745 7.76 30,000 1,709 7.62
Collateralized debt 585,861 11,569 2.64 145,945 3,224 2.95
Trust preferred securities 232.983 16,581 9.52 198.500 14.457 9.74

Total interest-bearing liabilities $ 3.560.196 $ 74.627 280% $ 2.803.651 $ 72.556 3.46 %
Noninterest-bearing liabilities

Demand deposits $ 1,089,719 $ 490,014
Other liabilities 187,695 187,515
Shareholders' equity 382,453 310.455
Total liabilities and $ 5.220.063 $ 3.791.635
shareholders' equity
Net interest income $ 211.986 $ 149612
Net interest income to average
interest- 5.99 % 6.00 %

earning assets

() For purposes of these computations, nonaccrual loans are included in daily average loan amounts outstanding.

Provision for Loan and Lease Losses

The consolidated provision for loan and lease losses for the three months ended September 30, 2003 was $14.8 million, compared to $15.6
million for the same period in 2002. Year to date, the provision for 2003 was $37.7 million, compared to $35.4 million in 2002. More
information on this subject is contained in the section on credit risk.

Noninterest Income

Noninterest income during the three months ended September 30, 2003 totaled $105.0 million, compared to $49.2 million for the same period
in 2002. Non-interest income of $248.9 million was recorded for the nine months ended September 30, 2003 and $147.6 million for the same
period in 2002. The increase in 2003 versus 2002 year-to-date noninterest income was primarily a result of a 114% increase in gain from sale of
loans primarily at the mortgage banking line of business as a result of market conditions and increased production resulting in increased
secondary market deliveries. Partially offsetting this increase was higher amortization expense related to mortgage servicing rights as a result of
a higher balance outstanding and lower interest rates as well as higher trading losses related to our residual assets due to higher expected credit
losses in the first six months of the year.

Noninterest Expense
Noninterest expenses for the three and nine months ended September 30, 2003 totaled $114.8 million and $331.6 million, respectively,

compared to $77.9 million and $220.0 million for the same periods in 2002. The increase in consolidated noninterest expense in 2003 is
primarily related to higher personnel costs, especially commissions, associated with our increased production at the mortgage banking line of

24



Edgar Filing: IRWIN FINANCIAL CORPORATION - Form 10-Q

business.
Consolidated Balance Sheet Analysis

Total assets at September 30, 2003 were $5.1 billion, up 4% from December 31, 2002. However, we believe that changes in the average
balance sheet are a more accurate reflection of the actual changes in the level of activity on the balance sheet for purposes of evaluating income
statement effects of changes in balance sheet accounts. Year to date average assets for 2003 were $5.2 billion, up 30% from the year to date
average assets at December 31, 2002. The growth in the consolidated average balance sheet reflects significant growth in loans held for sale at
the mortgage banking line of business during the first nine months of 2003, although the balance sheet at September 30, 2003, does reflect a
slowing of mortgage loan production and a commensurate decline in mortgage loans-held-for-sale. Also, there were increases in portfolio loans
and leases at the commercial banking, home equity lending and commercial finance lines of business.

Loans and Leases
Our commercial loans and leases are originated throughout the United States and Canada. At September 30, 2003, 95% of our loan and lease

portfolio was associated with our U.S. operations. The majority of the remaining portfolio consists of residential mortgage loans (1-4 family
dwellings) and mortgage loans on commercial property. Loans by major category for the periods presented were as follows:

September 30, December 31,

2003 2002
(In thousands)
Commercial, financial and $ 1,476,305 $ 1,347,962
agricultural
Real estate construction 320,323 314,851
Real estate mortgage 891,011 777,865
Consumer 28,259 27,857
Direct lease financing:
Domestic 327,965 291,711
Canadian 189,344 133,784
Unearned income:
Domestic (66,927) (59,287)
Canadian (26.945 (19.467
) )
Total $ 3.139335 § 2.815.276

Investment Securities

The following table shows the composition of our investment securities at the dates indicated:

September 30, December 31,
2003 2002
(In thousands)

U.S. Treasury and government obligations $ 40,985 $ 14,992

Obligations of states and political 4,035 4,210
subdivisions

Mortgage-backed securities 2,152 1,738

Other 64.885 47.008

Total $ 112.057 $ 67948
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At September 30, 2003, 97% of our investment in Other were investments in the stock of the Federal Reserve Bank
and the Federal Home Loan Bank of Indianapolis. The amount of our investment is determined by formula and relates
to the size or amount of activities undertaken by us with those organizations.

Servicing Assets

Our gross mortgage servicing assets totaled $489.3 million at September 30, 2003, compared to $334.8 million at
December 31, 2002. We have established a valuation reserve to record servicing assets at their lower of cost or fair
value. The valuation allowance was $161.8 million at September 30, 2003, and $160.0 million at December 31, 2002.
The increase in the gross servicing asset relates to the growth in the underlying servicing portfolio which is reflective
of our desire to build this portfolio in anticipation of rising interest rates.

Deposits

Total deposits as of September 30, 2003 averaged $3.2 billion compared to deposits for the year 2002 that averaged
$2.4 billion. Demand deposits at September 30, 2003 averaged $1.1 million, an 89% increase over the average balance
for the year 2002. A significant portion of demand deposits is related to deposits at Irwin Union Bank and Trust,
which are associated with escrow accounts held on loans in the servicing portfolio at the mortgage banking line of
business. These escrow accounts averaged $878.3 million year to date 2003 compared to an average of $409.4 million
for the year 2002. Escrow balances totaled $691.2 million as of September 30, 2003, down from $1.0 billion at June
30, 2003, reflecting a slowing of mortgage refinancing activity.

We utilize institutional broker-sourced deposits as funding from time to time to supplement deposits solicited
through branches and other wholesale funding sources. At September 30, 2003, institutional broker-sourced deposits
totaled $353.7 million compared to a balance of $337.4 million at December 31, 2002. The increase in brokered
deposits in 2003 relates to the increased funding needed to support the balance sheet growth in loans, coupled with a
desire to maintain a laddering of the maturities of longer term wholesale funding.

Short-Term Borrowings

Short-term borrowings year to date for 2003 averaged $635.3 million compared to an average of $600.8 million for
the year 2002. The increase in 2003 was a result of strong growth in loans.

Long-Term and Collateralized Debt

Long-term debt totaled $30.1 million at September 30, 2003, relatively unchanged from December 31, 2002.
Collateralized debt totaled $588.7 million at September 30, 2003, compared to $391.4 million at December 31, 2002.
The increased debt relates to secured financing transactions at our home equity lending and commercial finance lines
of business. These securitization structures result in loans remaining as assets and debt borrowings being recorded as
liabilities on the balance sheet. The securitization debt provides match-term funding for these loans and leases.

Capital

Shareholders' equity averaged $382.5 million year to date for 2003, up 20% compared to the average for the year
2002. Shareholders' equity balance of $414.5 million at September 30, 2003 represented $14.81 per common share,
compared to $12.98 per common share at December 31, 2002. We paid $2.0 million in dividends in the third quarter
of 2003 and $5.9 million year to date.

The following table sets forth our capital and capital ratios at the dates indicated:
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September 30, December 31,

2003 2002
(In thousands)
Tier 1 capital $ 534729 $ 462,064
Tier 2 capital 189.177 196.092
Total risk-based capital $ 723906 $ 658.156

Risk-weighted assets $ 4888471 $ 4,996,891
Risk-based ratios:

Tier 1 capital 10.9% 9.2%

Total capital 14.8 13.2

Tier 1 leverage ratio 9.3 9.7
Ending shareholders' equity to assets 8.2 7.4
Average shareholders' equity to 7.3 8.0
assets

At September 30, 2003, our total risk-adjusted capital ratio was 14.8% compared to the 10.0% required to be
considered "well-capitalized" by banking regulation and our internal minimum target of 11.0%. At December 31,
2002, our total risk-adjusted capital ratio was 13.2%. Our ending equity to assets ratio at September 30, 2003 was
8.2% compared to 7.4% at December 31, 2002. Our Tier 1 capital totaled $534.7 million as of September 30, 2003, or
10.9% of risk-weighted assets.

Our January 1997 trust preferred issuance of $50 million (IFC Capital Trust I) is eligible for redemption at par at
our option. We are pursuing a rate-reduction refinancing for this security. In addition, assuming a threshold 20-day
consecutive closing price of our common stock at or above $24.78 per share, our November 2000 convertible trust
preferred issuance (IFC Capital Trust III) is eligible for redemption at a 15% premium, at our option. This premium
will decline to 10% in one year and zero in two years. At this point, we are considering, but have not elected to
exercise this option. If we do decide to call all or part of the securities related to this issuance, we will ensure that we
remain in compliance with regulatory capital requirements.

In connection with an analysis of the capital needed to support certain of our home equity lending activities in
accordance with regulatory guidance set forth in SR 01-4 and in consultation with our banking regulators, we made a
risk-weighting adjustment in our regulatory Consolidated Report of Condition and Income, beginning with the third
quarter of 2003. This adjustment will reflect a risk-weighting of 200 percent for certain assets that are described in the
guidance as "subprime." These assets totaled $235.6 million as of September 30, 2003. The effect of this change in
risk-weighting is included in the capital ratios as of September 30, 2003 set forth above. We have curtailed the
origination of loan and line products that require this risk capital treatment and intend to sell our limited amount of
new originations of these products on a whole loan basis. Therefore, we expect the portfolio balance to decline over
time.

Cash Flow Analysis

Our cash and cash equivalents increased $5.5 million year to date for 2003 compared to a decrease of $12.8 million
during the same period in 2002. Cash flows from operating activities generated $461.7 million in cash and cash
equivalents in the nine months of 2003 compared to the same period in 2002 when our operations used $127.9 million
in cash and cash equivalents. Changes in loans held for sale impact cash flows from operations. Year to date for 2003,
our loans held for sale decreased $294.8 million, thus decreasing the cash used by operating activities. During the
same period in 2002, loans held for sale increased $271.0 million.

Earnings Outlook
Due to our recent mortgage origination activity, the potential for reversal in mortgage servicing asset impairment
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should interest rates increase meaningfully as compared to the end of September 2003, and our assumption that we
will be successful in the execution of the other elements of our diversified revenue strategy, we expect at the time of
this filing that we will have consolidated earnings per share (diluted) in 2003 of at least $2.25 per share. This estimate
is based on various factors and current assumptions management believes are reasonable, including current industry
forecasts of a variety of economic and competitive factors. However, projections are inherently uncertain, and our
actual earnings may differ significantly from this estimate due to uncertainties and risks related to our business. Our
transition off securitization gain-on-sale accounting in our home equity line of business will have had a two-year
history at the end of 2003. We believe that this transition, coupled with the continued growth of our other lines of
business, will enable us over time to produce earnings growth and return on equity aligned with our long-term targets
of 12% or better growth in earnings per share and 15% or better return on equity on an annualized basis over
economic cycles, although interim results may differ meaningfully due to market conditions.

A meaningful amount of our earnings comes from activities and mark-to-market accounting requirements tied
directly or indirectly to market activities, particularly movements in the bond market (e.g., the valuation of our
mortgage servicing portfolio). We attempt to manage the impact of short-term movements in interest rates on the
valuation of our mortgage servicing rights through use of a combination of financial derivatives and the changes in
income from production of new mortgages likely to be driven by those same movements in interest rates. However,
the correlation within short periods of time (such as a single quarter) between interest rate movements that impact the
reported value of our mortgage servicing rights at quarter end and the production effects of those interest rate
movements -- which may not be reflected until the following quarter -- can be low. It is possible, therefore, that our
balanced revenue strategy may be successful as measured over several quarters or years, but may have market-driven
variances if measured over short periods. We also have a large amount of income that is subject to assumptions and
pricing for credit risks. We use a variety of methods for estimating the effects of and accounting for credit losses, but
ultimately, we need to make estimates based on imperfect knowledge of future events. For example, if the pace of
economic recovery in the U.S. is slower during the last quarter of 2003 than currently anticipated by consensus
estimates, our credit related costs may increase beyond our current estimates. Conversely, should the economic
environment be stronger than estimated at September 30, certain credit costs may be lower than we had previously
estimated.

Earnings by Line of Business

Irwin Financial Corporation is composed of five principal lines of business:

® Mortgage Banking

® Commercial Banking
® Home Equity Lending
® Commercial Finance
e Venture Capital

The following table summarizes our net income (loss) by line of business for the periods indicated:

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
(In thousands)
Net income (loss):

Mortgage Banking $ 25,035 $ 8,041 $ 67916 $ 27,563
Commercial Banking 5,973 3,494 17,064 11,382
Home Equity Lending 2,617 423 (21,311) (7,018)
Commercial Finance 46 (663) (215) (155)
Venture Capital 65 (1,672) (1,399) (2,532)
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Other (including consolidating (2.618) (1.430 (5.933) (3.115
entries)
) )
$ 31.118 $ 8193 § 56122 $  26.125
Mortgage Banking

Three Months Ended September

The following table shows selected financial information for our mortgage banking line of business:

Nine Months Ended September 30,

30,
2003 2002 2003 2002
(In thousands)
Selected Income Statement Data:
Net interest income $ 24,326 $ 10,217 $ 61,294 $ 26,050
Provision for loan losses (191) (16) (221) (218)
Gain on sales of loans 80,775 49,603 283,514 123,456
Loan servicing fees 22,008 14,524 57,921 43,151
Amortization of servicing assets (29,291) (14,522) (89,760) (39,132)
Recovery (impairment) of servicing 41,838 (86,773) (779) (124,013)
assets
Gain (loss) on derivatives (27,613) 81,162 1,635 118,465
Gain on sales of mortgage servicing 7 223 7 9,939
assets
Other income 3.034 1.612 8.028 4,793
Total net revenue 114,893 56,030 321,639 162,491
Operating expense (74.210) (42.874) (211.296) (117.192)
Income before taxes 40,683 13,156 110,343 45,299
Income taxes (15.648) (5.115) (42.427) (17.736)
Net income $ 25035 $ 8.041 $ 67916 $ 27.563
Selected Operating Data:
Mortgage loan originations $7,049,363 $ 3,011,673 $ 19,764,326 $ 6,858,229
Sel§cted Balance Sheet Data at End of September 30, December 31,
Period:
2003 2002
(In thousands)
Total assets $ 1,443,531 $ 1,631,406
Mortgage loans held for sale 922,874 1,239,309
Mortgage servicing assets 295,102 146,398
Shareholder's equity 146,344 100,069
Selected Operating Data:
Servicing portfolio: 28,497,923 16,792,669
Balance at end of period
Weighted average coupon rate 5.86 % 6.59 %
Weighted average servicing fee 0.33 0.37
September 30, December 31,
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Selected Balance Sheet Data at End of

Period:
2003 2002
(In thousands)
Total assets $ 1,443,531 $ 1,631,406
Mortgage loans held for sale 922,874 1,239,309
Mortgage servicing assets 295,102 146,398
Shareholder's equity 146,344 100,069
Selected Operating Data:
Servicing portfolio: 28,497,923 16,792,669

Balance at end of period

Overview

In our mortgage banking line of business, we originate, purchase, sell and service primarily conventional and
government agency-backed residential mortgage loans throughout the United States. We also engage in the business
of mortgage reinsurance. Because most of our mortgage originations either are insured by an agency of the federal
government, such as the Federal Housing Administration (FHA) or the Veterans Administration (VA), or, in the case
of conventional mortgages, meet requirements for sale to Federal National Mortgage Association (FNMA), the
Federal Home Loan Mortgage Corporation (FHLMC) or the Federal Home Loan Bank (FHLB), we are able to
remove substantially all of the credit risk of these loans from our balance sheet. We securitize and sell mortgage loans
to institutional and private investors and usually retain the servicing rights. Loan origination demand and servicing
values react in opposite directions to interest rate change as explained below. We believe this balance between
mortgage loan originations and mortgage loan servicing assists in managing the risk from interest rate changes, which
has helped stabilize our revenue stream.

Our mortgage banking line of business is currently our largest contributor to revenue, comprising 69% and 76%,
respectively, of our total revenues for the third quarter and year to date in 2003, compared to 62% for both the third
quarter and year to date in 2002. Our mortgage banking line of business contributed 80% and 98% of our net income
for the three months ended September 30, 2003 and 2002, respectively, and 121% and 106% for the nine months
ended September 30, 2003 and 2002, respectively.

Our channels for originating loans consist primarily of retail, wholesale, and correspondent lending. We also use
the Internet to facilitate customer interaction in these channels. The retail channel originates loans through branches
and identifies potential borrowers mainly through relationships maintained with housing intermediaries, such as
realtors, homebuilders and brokers. Our wholesale and correspondent divisions purchase loans from third party
sources. The wholesale division purchases primarily from mortgage loan brokers and issues loan proceeds directly to
the borrower. During the fourth quarter of 2002 we launched our correspondent lending division. This division
purchases closed mortgage loans primarily from small mortgage banks and retail banks. Year to date for 2003, this
channel originated $5.6 billion of mortgage loans or 28% of our total year to date production. We fund our mortgage
loan originations using internal funding sources and through credit facilities provided by third parties. Generally
within a 30-day period after funding, we sell our mortgage loan originations into the secondary mortgage market by
either direct loan sales or by securitization. Our secondary market sources include government-sponsored mortgage
entities, nationally-sponsored mortgage conduits, and institutional and private investors. Our mortgage banking line of
business usually retains servicing rights to the loans that it sells or securitizes.

As mentioned, we believe there is a balance between mortgage loan originations and mortgage loan servicing that
assists in managing the risk from interest rate changes and the impact of rate changes on each part of the business. In
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rising interest rate environments, originations typically decline, while the unrealized value of our mortgage servicing
portfolio generally increases as prepayment expectations decline. In declining interest rate environments, servicing
values typically decrease as prepayment expectations increase, while the economic value of our mortgage production
franchise generally increases due to the potential for greater mortgage loan originations. However, the offsetting
impact of changes in production income and servicing values may not always be recognized in the same quarter under
generally accepted accounting principles, causing greater volatility in short-term results than is apparent in
longer-term measurements such as annual income. We sell servicing rights periodically for many reasons, including
income recognition, cash flow, and servicing portfolio management. Servicing rights sales can occur at the time the
underlying loans are sold to an investor (in flow sales) or in pools from our seasoned servicing portfolio (in bulk
sales).

Net Income

Net income from mortgage banking for the three months ended September 30, 2003 was $25.0 million, compared
to $8.0 million for the same period in 2002, an increase of 211%. This net income increase in 2003 primarily relates to
increased production early in the quarter as a result of the low interest rate environment. This was followed by a
reversal of mortgage servicing right impairment later in the quarter due to increasing interest rates.

The following table shows the composition of our originations by loan categories for the periods indicated:

Three Months Ended September 30, Nine Months Ended September 30,

2003 2002 2003 2002
(Dollars in thousands)

Total originations $ 7,049,363 $ 3,011,673 $ 19,764,326 $ 6,858,229
Percent retail loans 24.9% 33.1% 26.2% 34.0%
Percent wholesale loans 37.9 61.2 42.8 59.7
Percent correspondent 34.0 -- 28.2 -
Percent brokered (1) 3.2 5.7 2.8 6.3
Percent refinances 72.9 62.4 72.9 53.2

(1) Brokered loans are loans we originate for which we receive loan origination fees, but which are funded, closed and owned by unrelated third parties.

Mortgage loan originations for the three months ended September 30, 2003 totaled $7.0 billion, up 134% from the same period in 2002. For
the year to date, originations totaled $19.8 billion, up 188% from 2002. Refinanced loans accounted for 73% of loan production for the third
quarter and year to date, 2003 compared to 62% and 53% for the same periods in 2002. The increased originations and refinances as a percent of
production in 2003 are a result of the favorable interest rate conditions as well as distribution channel expansions.

Net Revenue

Net revenue for the three and nine months ended September 30, 2003 totaled $114.9 million and $321.6 million, compared to $56.0 million
and $162.5 million for the three and nine months ended September 30, 2002.

Net interest income is generated from the interest earned on mortgage loans before they are sold to investors, less the interest expense
incurred on borrowings to fund the loans. Net interest income for the third quarter in 2003 totaled $24.3 million compared to $10.2 million for
the third quarter in 2002. Net interest income year to date increased 135% to $61.3 million. The increase in net interest income in 2003 is a result
of increased production related to the favorable interest rate environment as well as an increase in spread between short-term warehouse interest
rates we pay and longer-term interest rates paid to us by our borrowers while the mortgage loans are on our balance sheet. Another contributor to
the increase is the development of our correspondent channel where the bulk of net revenues come from the warehousing process and where
production fees are of lesser importance to profitability as compared to the retail and wholesale channels.

Gain on sale of loans includes the valuation of newly created mortgage servicing rights and net loan origination fees and is recognized when
loans are pooled and sold into the secondary mortgage market. Also included in gain on sale of loans are fair value adjustments to forward
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contracts and interest rate lock commitments. Gain on sale of loans during the third quarter increased 63% compared to the same period in 2002.
Gain on sale of loans for the nine months ended September 30, 2003 totaled $283.5 million, compared to $123.5 million for the same period in
2002, an increase of 130%. This increase is attributable to increased production, improved market conditions and increased secondary market
activity as a result of the favorable interest rate environment.

Servicing fee income is recognized by collecting fees, which normally range between 25 and 44 basis points annually on the principal amount
of the underlying mortgages. Servicing fee income totaled $22.0 million and $57.9 million for the three and nine months ended September 30,
2003, an increase of 52% and 34% from the same periods in 2002, primarily reflecting the growth in the servicing portfolio.

Amortization expense relates to mortgage servicing rights and is based on the proportion of current net servicing cash flows to the total
expected for the estimated lives of the underlying loans. Amortization expense totaled $29.3 million for the three months ended September 30,
2003, compared to $14.5 million during the third quarter of 2002. Year-to-date amortization expense totaled $89.8 million and $39.1 million for
2003 and 2002, respectively. This increase relates to the increase in the underlying servicing portfolio, the shortening of estimated lives due to
decreases in interest rates, and an enhancement we made to our mortgage asset amortization methodology commencing at the beginning of 2003.
The methodology enhancement better aligns the amortization with current prepayment speeds. This change will likely result in a commensurate
offset (positive or negative depending on the then current interest rate environment) to our quarterly servicing asset impairment.

Impairment expense is recorded when the book value of the mortgage servicing rights exceeds the fair value on a strata by strata basis.
Impairment recovery totaled $41.8 million during the third quarter and impairment expense totaled $0.8 million for the nine months ended
September 30, 2003, compared to expense of $86.8 million and $124.0 million during the same periods of 2002. The impairment reversal
recorded in 2003 was somewhat offset by derivative losses of $27.6 million during the third quarter and gains of $1.6 million year to date in
2003. Derivative gains of $81.2 million and $118.5 million were recorded during the third quarter and year to date in 2002, respectively. As a
result, impairment recovery net of derivative losses totaled $14.2 million in the third quarter of 2003 compared to an impairment expense net of
derivative gains of $5.6 million during the same period in 2002. At September 30, 2003, the mortgage line of business held $5 billion notional
amount in interest rate swaptions and $12 billion notional amount of Eurodollar future contracts to manage the risk of our servicing assets.
Notional amounts do not represent the amount at risk. The swaptions we owned on September 30, 2003, had expiration dates of October 1, 2003,
and were replaced on that date by new swaption contracts. We closed our Eurodollar futures positions on October 1, 2003. The current risk
management activities of the mortgage bank related to servicing assets do not satisfy the criteria for "hedge accounting” under SFAS 133. As a
result, these derivatives are accounted for as "other assets" and "other liabilities," and changes in fair value are adjusted through earnings as
"derivative gains," while the underlying servicing asset is accounted for on a strata-by-strata basis at the lower of cost or market.

Our mortgage banking business maintains the flexibility to either sell servicing for current cash flow through bulk sales or to retain servicing
for future cash flow through the retention of ongoing servicing fees. The decision to sell or retain servicing is based on current market conditions
for servicing assets, loan origination levels and production expenses, servicing portfolio management considerations, consolidated capital
constraints, and the general level of risk tolerance of the mortgage banking line of business and the Corporation. Over the past few years, we
have built our servicing portfolio in anticipation of rising interest rates that would result in lower mortgage loan production.

Operating Expenses

The following table sets forth operating expenses for our mortgage banking line of business for the periods indicated:

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
(Dollars in thousands)

Salaries and employee $ 21,569 $ 15343 $ 60,548 $ 43,808
benefits
Incentive and commission pay 23,794 12,354 70,882 28,477
Other expenses 28.847 15.177 79.866 44.907
Total operating expenses $ 74210 $ 42874 $ 211.296 $ 117.192
Number of employees(!) 2,307 1,710

€]

On a full-time equivalent basis.
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Operating expenses for the three and nine months ended September 30, 2003 totaled $74.2 million and $211.3 million, a 73% and 80%
increase over the same periods in 2002. Salaries and employee benefits including incentive and commission pay increased 64% during the third
quarter of 2003 compared to the same period in 2002. These fluctuations reflect significant increases in production activities in 2003.

Mortgage Servicing

The following table shows information about our managed mortgage servicing portfolio, including mortgage loans held for sale, for the
periods indicated:

Nine Months Ended Year Ended
September 30, December 31,
2003 2002
(Portfolio in billions)
Beginning servicing portfolio $ 16.8 $ 12.9
Mortgage loan closings 19.2 10.8
Sales (0.5) 2.9
Run-offt) (1o (40
) )
Ending servicing portfolio $ 28.5 $ 16.8
Number of loans (end of period) 220,553 137,738
Average loan size $ 129,211 $ 121,917
Percent Government National Mortgage Association
(GNMA) and state housing programs 26% 37%
Percent conventional and other 74 63
Delinquency ratio 4.1 53
Mortgage servicing assets to related servicing 1.0 0.9
portfolio®

(1) Run-off is the reduction in principal balance of the servicing portfolio due to regular principal payments made by
mortgagees and early repayments of entire loans.
@) For this calculation, deferred service release premiums on warehouse loans are excluded from mortgage servicing
assets and loans held for sale (i.e. warehouse loans) are excluded from the servicing portfolio.

Our mortgage servicing portfolio, including mortgage loans held for sale, totaled $28.5 billion at September 30,
2003, a 70% increase from the December 31, 2002 balance of $16.8 billion. The increase in 2003 reflects the strong
mortgage production we have experienced along with greater retention of servicing on loans sold over the past year.
We believe that the relative growth of the conventional portion of the portfolio is the result of heavy refinance activity
in 2003 where conventional loans made up a higher than normal portion of our originations.

We record originated mortgage-servicing assets at allocated cost basis when the loans are sold and record
purchased servicing assets at fair value. Thereafter servicing assets are accounted for at the lower of their cost or fair
value. We record a valuation allowance for any impairment on a strata-by-strata basis. We determine fair value on a
monthly basis based on a discounted cash flow analysis. These cash flows are projected over the life of the servicing
using prepayment, default, discount rate and cost to service assumptions that we believe market participants would use
to value similar assets. We then assess these modeled assumptions for reasonableness through independent, third-party
valuations and through the use of industry surveys. At September 30, 2003, we estimated the fair value of these assets
to be $300.0 million in the aggregate, or $4.9 million greater than the carrying value on the balance sheet. At
December 31, 2002, we estimated the fair value of these assets to be $150.8 million in the aggregate, or $4.4 million
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greater than the carrying value on the balance sheet.

Commercial Banking

The following table shows selected financial information for our commercial banking line of business:

Overview

Our commercial banking line of business focuses on providing credit, cash management and personal banking
products to small businesses and business owners. We offer commercial banking services through our banking

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002

(Dollars in thousands)

Selected Income Statement

Data:
Interest income $ 28359 $ 28325 $ 84,146 $ 81,788
Interest expense (8.243) (10.443) (25.564) (30.532)
Net interest income 20,116 17,882 58,582 51,256
Provision for loan and lease (1,500) (2,630) (4,413) (7,140)
losses
Noninterest income 5,744 2,608 16,517 11,107
Operating expense (14.316) (12.128) (42.187) (36.603)
Income before taxes 10,044 5,732 28,499 18,620
Income taxes (4.071) (2.238) (11.435) (7.238)
Net income $ 5973 $ 3494 $  17.064 $ 11.382
September 30,  December 31,
Selected Balance Sheet Data at End of 2003 2002
Period
Total assets $ 2,195,135 $ 1,969,956
Loans 1,968,078 1,823,304
Allowance for loan and lease losses 22,031 20,725
Deposits 1,952,238 1,733,864
Shareholder's equity 159,489 154,423
September 30,  December 31,
Daily Averages Year to Date: 2003 2002
Assets $ 2078090 $ 1,802,896
Loans 1,893,736 1,693,426
Allowance for loan and lease losses 21,061 17,823
Deposits 1,861,775 1,583,926
Shareholder's equity 146,225 140,249
Shareholder's equity to assets 7.04% 7.78%

subsidiaries, Irwin Union Bank and Trust, an Indiana state-chartered commercial bank, and Irwin Union Bank, F.S.B.,
a federal savings bank.

Net Income
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Commercial banking net income increased to $6.0 million during the third quarter of 2003, compared to $3.5
million for the same period in 2002. Year-to-date net income totaled $17.1 million in 2003 compared to net income of
$11.4 million in 2002. Results during 2003 reflect growth in net interest income, noninterest income and a reduction
in provisions for loan losses compared to the same periods of 2002.

Net Interest Income

The following table shows information about net interest income for our commercial banking line of business:

Three Months Ended September Nine Months Ended September

30, 30,
2003 2002 2003 2002
(Dollars in thousands)
Net interest income $ 20,116 $ 17,882  $ 58,582 $ 51,256
Average interest earning 2,086,725 1,787,092 2,006,601 1,697,002
assets
Net interest margin 3.82% 3.97% 3.90% 4.04%

Net interest income was $20.1 million for the third quarter of 2003, an increase of 12% over third quarter of 2002.
Net interest income year to date for 2003 improved 14% over the same period in 2002. The 2003 improvement in net
interest income resulted primarily from an increase in our commercial banking loan portfolio as a result of growth and
expansion efforts. Net interest margin is computed by dividing net interest income by average interest earning assets.
Net interest margin for the three months ended September 30, 2003 was 3.82%, compared to 3.97% for the same
period in 2002. Year-to-date net interest margin for 2003 was 3.90% compared to 4.04% for 2002. The line of
business increased its core deposits to $1.7 billion, an increase of 13% since year-end.

Noninterest Income
The following table shows the components of noninterest income for our commercial banking line of business:

Three Months Ended September Nine Months Ended

30, September 30,
2003 2002 2003 2002
(Dollars in thousands)

Trust fees $ 463 $ 433 § 1,349 $ 1,496
Service charges on deposit accounts 1,299 1,178 3,804 3,532
Insurance commissions, fees and premiums 446 383 1,589 1,263
Gain from sales of loans 2,454 1,199 7,127 3,488
Loan servicing fees 321 242 903 683
Amortization of servicing assets (964) (418) (2,340) (877)
Recovery (impairment) of servicing assets 326 (1,300) 394 (1,300)
Brokerage fees 336 261 883 980
Other 1.063 630 2.808 1.842
Total noninterest income $ 5744 $ 2.608 $ 16,517 $ 11.107
Total noninterest income to total net revenues 24% 15% 23% 20%
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Noninterest income year to date for 2003 increased 49% over 2002. This increase was due primarily to higher
gains from sales of loans related to increased mortgage production and reversal of impairment on mortgage servicing
assets. These increases were partially offset by increased amortization charges recorded against mortgage servicing
assets in this line of business. The commercial banking line of business has a first mortgage servicing portfolio
totaling $440.8 million, principally a result of mortgage loan production in its south-central Indiana markets. Those
servicing rights are carried on the balance sheet at the lower of cost or market, estimated at September 30, 2003 to be
$3.2 million.

Operating Expenses
The following table shows the components of operating expenses for our commercial banking line of business:

Three Months Ended September Nine Months Ended

30, September 30,
2003 2002 2003 2002
(Dollars in thousands)

Salaries and employee benefits $ 8,498 $ 7,363 $ 26,139 $ 22,034

Other expenses 5.818 4.765 16.048 14.569

Total operating expenses $ 14316 $ 12,128 $ 42187 $ 36.603
Number of employees at period end

493 450

1

(1) On a full-time equivalent basis.

Operating expenses for the nine months ended September 30, 2003 totaled $42.2 million, an increase of 15% over the same period in 2002.
While operating expenses increased 15% net revenues increased 28% year to date for 2003 compared to 2002, indicative of improved operating
efficiency.

Balance Sheet

Year-to-date total assets as of September 30, 2003 averaged $2.1 billion compared to $1.8 billion for the year ended December 31, 2002.
Year-to-date average earning assets as of September 30, 2003 averaged $2.1 billion compared to $1.7 billion for the year 2002. The most
significant component of the increase in 2003 was an increase in commercial loans as a result of the commercial bank's continued growth and
expansion efforts into new markets. Average core deposits for the third quarter of 2003 totaled $1.7 billion, an increase of 12% over average
core deposits in the fourth quarter 2002.

Credit Quality
As of September 30, nonperforming loans and the allowance for loan losses have increased in 2003 over 2002 reflecting general economic

conditions and portfolio growth. Nonperforming loans are not significantly concentrated in any industry category. The following table shows
information about our nonperforming assets in this line of business and our allowance for loan losses:

September 30, December 31,

2003 2002

(Dollars in thousands)
Nonperforming loans $ 19,316 $ 14,970
Other real estate owned 995 96
Total nonperforming assets $ 20311 $  15.066
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Nonperforming assets to total assets 0.93% 0.76%
Allowance for loan losses $ 22,031 $ 20,725
Allowance for loan losses to total loans 1.12% 1.14%

Three Months Ended September Nine Months Ended September

30 30,
2003 2002 2003
Provision for loan losses $ 1,500 $ 2,630 $ 4,413 $
Net charge-offs $ 994 $ 1,452 $ 3,107 $
Annualized net charge-offs to average 0.20% 0.33% 0.22%
loans
Home Equity Lending

The following table shows selected financial information for the home equity lending line of business:

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002

(Dollars in thousands)
Selected Income Statement

Data

Net interest income $ 26655 $ 27,107 $ 81289 $ 65,697

Provision for loan losses (10,728) (9,221) (23,578) (21,681)

Gain on sales of loans 8,108 9,200 18,358 17,284

Loan servicing fees 6,001 3,174 15,832 10,184

Amortization of servicing (3,808) (1,294) (10,013) (3,949)

assets

Impairment of servicing (499) (59) (1,581) (646)

assets

Trading losses (1,376) (9,574) (52,296) (22,634)

Other income (335) 536 317 941

Total net revenues 24,018 19,869 28,328 45,196

Operating expenses (19.656) (19.164) (63.846) (56.893)

Income before taxes 4,362 705 (35,518) (11,697)
Income tax benefit (1.745) (282) 14.207 4.679

(expense)

Net income (loss) $ 2617 $ 423 $ (21311) $  (7.018)

Selected Operating Data:
Loan volume
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Lines of credit $ 72400 $ 138,883 $ 236,278 $ 344,309
Loans 195,215 151,884 608,842 460,921
Secured by second 87% 99% 86% 99%
mortgage
Secured by first mortgage 13% 1% 14% 1%
Gain on sale of loans to
whole 3.7% 4.9% 3.4% 4.1%
loans sold
Selected Balance Sheet Data: September 30, December 31,
2003 2002
Home equity loans and lines of credit () $ 728220 $ 626,355
Allowance for loan losses (30,370) (21,689)
Home equity loans held for sale 94,280 75,540
Residual assets -- trading @ 78,208 157,065
Short-term debt 196,948 201,328
Collateralized borrowings 530,461 391,425
Shareholders' equity 141,115 155,831

Selected Operating Data:

Total managed portfolio balance at end of period @) 1,539,623 1,830,339
Delinquency ratio (30+ days) on managed portfolio 6.19% 6.01%
Total managed portfolio including credit risk sold® balance at end $ 2,548,600 $ 2,502,685
of period
Weighted average coupon rate:
Lines of credit 9.91% 10.79%
Loans 12.31 13.50

() Includes $543 million and $392 million of collateralized loans at September 30, 2003 and December 31, 2002,
respectively, as part of securitized financings.

@ Includes $17 million and $83 million of residual assets at September 30, 2003 and December 31, 2002,
respectively, that would be considered credit-enhancing interest-only strips (CEIOS) under federal banking
regulations.

() "Managed portfolio” includes all loans we manage (on-balance sheet and off-balance sheet) for which we retain
credit risk. See Securitization section below for further discussion of off-balance sheet structures.

(4 "Managed portfolio including credit risk sold" includes the managed portfolio as well as whole loans sold with
servicing retained and off-balance sheet loans with the credit risk (residual) sold to third parties. See Securitization
section below for further discussion of off-balance sheet structures.
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Overview

Our home equity lending line of business originates, purchases, sells and services a variety of home equity lines of
credit and fixed-rate home equity loan products nationwide. We market our home equity products through a
combination of direct mail, Internet, and wholesale channels. We target creditworthy homeowners who are active
credit users. Customers are underwritten using proprietary models based on several criteria, including the customers'
previous use of credit.

We offer home equity loans with combined loan-to-value (CLTV) ratios of up to 125% of their collateral value.
Home equity loans are priced taking into account, among other factors, the relative loan-to-value (LTV) ratio of the
loan at origination. For example, everything being equal, those loans with loan-to-value ratios greater than 100% (high
LTV or HLTVs) are priced with higher coupons than home equity loans with loan-to-value ratios less than 100% to
compensate for increased expected losses through default. Year to date through September 30, 2003, HLTV home
equity loans made up 51% of our loan originations and 60% of our managed portfolio. In an effort to manage portfolio
concentration risk and to comply with existing banking regulations, we have in place policies governing the size of
our investment in loans secured by real estate where the LTV is greater than 90%. As discussed earlier in the Capital
section, in accordance with regulatory guidance set forth in SR 01-4 and in consultation with our banking regulators,
we made a risk-weighting adjustment in our regulatory Consolidated Report of Condition and Income, beginning with
the third quarter of 2003. This adjustment will reflect a risk-weighting of 200 percent for certain assets that are
described in the guidance as "subprime."

For most of our home equity product offerings, we offer customers the choice to accept an early repayment fee in
exchange for a lower interest rate. A typical early repayment option provides for a fee equal to up to six months'
interest that is payable if the borrower chooses to repay the loan during the first three to five years of its term.
Approximately 82%, or $1.3 billion, of our home equity managed portfolio at September 30, 2003 has early
repayment fee provisions.

Generally we either sell loans through whole loan sales or we fund these loans on balance sheet through warehouse
lines or secured, term financings. We balance a desire to build portfolio with cash flow, profit targets, and current
production expense levels as well as a desire to turn the balance sheet. Our long-term targets for whole loan sales are
in the 50-75% range. We retain the servicing rights for the loans we sell. To address new capital rules, in 2002 we
began using securitizations accounted for as on-balance sheet financing and whole loan sales, while eliminating our
use of securitization structures requiring gain-on-sale accounting and the creation of residual interests.

As we discussed in our 2002 annual report on Form 10-K, we responded to economic weakness and rising
consumer delinquencies and defaults by implementing a new origination and underwriting strategy in late 2002. Our
objective was to increase focus on customers whose credit history would suggest lower risk of default on loans we
extended. It is our expectation that over time, our loss rates on this new production will be lower than that for our
production up to that point and our overall risk-adjusted profitability will improve. While our originations during the
first nine months of 2003 still reflect a transition from previous to revised underwriting guidelines and, as such,
current originations may not reflect the impact of these changes, the table below is illustrative of the changes we see in
customer profile.

For the Three Months Ended

September 30, December 31,

2003 2002

Total Originations (in thousands) $ 267,615 $ 261,997

Weighted Average Coupon 9.53% 11.26%
8.63 10.21
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e [oans up to 100% CLTV

7.20 8.52
e Lines of credit up to 100% CLTV
11.33 13.26
e [oans up to 125% CLTV
11.22 12.90
¢ Lines of credit up to 125% CLTV
7.20 7.86
¢ First mortgage loans to 100%
LTV
Weighted Average FICO score 685 670
689 662
e [oans up to 100% CLTV
678 665
e Lines of credit up to 100% CLTV
683 675
e [oans up to 125% CLTV
695 670
¢ Lines of credit up to 125% CLTV
690 675
¢ First mortgage loans to 100%
LTV
Weighted Average Disposable $ 4902 $ 4414
Income (in dollars) (D
4,630 4,365
e [oans up to 100% CLTV
7,054 5,794
e Lines of credit up to 100% CLTV
4,233 3,733
e [oans up to 125% CLTV
4,279 3,976
¢ Lines of credit up to 125% CLTV
4,562 4,921

¢ First mortgage loans up to 100%
LTV

(1) We define Disposable Income as gross monthly income (from all sources) minus all monthly debt payments.

Portfolio Mix

Our home equity lending line of business blends aspects of the credit card and mortgage banking industries. The home
equity products are designed to appeal to homeowners who have high levels of unsecured (credit card) debt, who
through the use of a debt consolidating mortgage loan can meaningfully reduce their after-tax monthly cash outflows.
We underwrite our loans as if the credit is unsecured, but we believe that the mortgage lien associated with the loan
has a meaningful, positive influence on the payment priority of our customers. We lend nationally in our home equity
lending line of business. The following table shows the geographic composition of our home equity lending managed
portfolio on a percentage basis as of September 30, 2003 and December 31, 2002:

September 30, December 31,

State
2003 2002
California 17.9% 20.1%
Florida 7.5 7.4
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Maryland 5.7 5.2
Arizona 5.7 4.9
Ohio 5.5 53
All other states 57.7 57.1
Total 100.0% 100.0%
Total managed (in thousands) $ 1,539,623 $ 1,830,339

The following table provides a breakdown of our home equity lending managed portfolio by product type,

outstanding principal balance and weighted average coupon as of September 30, 2003:

Weighted
Average
Amount % of Total Coupon
(In thousands)
Home equity loans < = 100% CLTV $ 180,346 11.71 % 10.92 %
Home equity lines of credit < = 100% 373.071 24.23 8.63
CLTV
Total <= 100% CLTV 553,417 35.94 9.38
Home equity loans > 100% CLTV 557,428 36.21 14.17
Home equity lines of credit > 100% CLTV 366.113 23.78 11.60
Total > 100% CLTV 923,541 59.99 13.15
First mortgages 26,980 1.75 8.20
Other 35.685 2.32 1391
Total $1.539.623 100.00% _11.73 %

At September 30, 2003, key economic assumptions and the sensitivity of the current fair value of residuals based
on projected cash flows to immediate 10% and 25% increases in those assumptions are as follows:

Balance sheet carrying value of residual
interests - fair value

Weighted-average life (in years)

Prepayment speed assumptions (annual
rate assuming base case credit losses)

Impact on fair value of 10% increase
(45.43%)

Impact on fair value of 25% increase
(51.63%)

September 30, December 31,

$

$

2003 2002
(dollars in thousands)
78,208 $ 157,065
1.36 1.91
41.30 % 32.37 %
(30)
454
7.86 % 3.57 %
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Expected credit losses (annual rate over
expected weighted average life)

$ (6,050)
Impact on fair value of 10% increase
(8.65%)
(14,877)
Impact on fair value of 25% increase
(9.83%)
18.73 % 18.69 %
Residual cash flows discount rate
(average annual rate)
$ (1,792)
Impact on fair value of 10% increase
(20.60%)
(4,349)

Impact on fair value of 25% increase
(23.41%)

These sensitivities should be used with caution. As the figures indicate, changes in fair value of residuals based on
a variation in assumptions generally cannot be extrapolated because the relationship of the change in assumption to
the change in fair value may not be linear. Also in the above table, the effect of a variation in a particular assumption
on the fair value of the residual interest is calculated without changing any other assumption; in reality, changes in one
factor may result in changes in another (for example, increases in market interest rates may result in lower
prepayments but increased credit losses), which might magnify or counteract the sensitivities.

Securitizations

Under our past securitization program, home equity loans were sold to limited purpose, bankruptcy-remote fully
owned subsidiaries. In turn, these subsidiaries established separate trusts to which they transferred the home equity
loans in exchange for the proceeds from the sale of asset-backed securities issued by the trust. The trusts' activities are
generally limited to acquiring the home equity loans, issuing asset-backed securities and making payments on the
securities. Due to the nature of the assets held by the trusts and the limited nature of each trust's activities, they are
classified as Qualified Special Purpose Entities (QSPEs) under SFAS No. 140, "Accounting for Transfers and
Servicing of Financial Assets and Extinguishments of Liabilities."

The securitization structures we used prior to 2002 qualified as sales of the loans, transferring them off of our
balance sheet, and have been accounted for using gain-on-sale treatment in accordance with SFAS 140 or its
predecessor SFAS 125. Although we recognized gains on the sale of loans in the period in which such loans were
sold, we expect to receive cash (representing the excess spread, overcollateralization if applicable, and servicing fees)
over the lives of the loans. Concurrent with recognizing such gains on sale, we recorded the future expected receipt of
discounted cash flow as a residual interest, which is currently included on our consolidated balance sheet as part of
"trading assets." We recognized gains on the sale of loans in an amount equal to the difference between proceeds and
allocated cost basis of the loans sold. Residual interests are recorded at fair value with the subsequent changes in fair
value recorded as unrealized gain or loss in our results of operations in the period of the change. We determine fair
value on a monthly basis based on a discounted cash flow analysis. These cash flows are projected over the lives of
the residuals using prepayment, default, and discount rate assumptions that we believe market participants would use
for similar financial instruments.

Based on changes to our funding practices to adjust to new regulatory capital rules, in 2002 we began using
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securitization structures that do not qualify as loan sales and therefore are not accounted for using gain-on-sale
treatment under generally accepted accounting principles, but rather as secured borrowings. For these assets funded
on-balance sheet, we are now recording interest income over the life of the loan as it is earned, net of interest expense
over the life of the bonds and a provision for credit losses inherent in the portfolio. We do not expect this different
accounting treatment to affect cash flows related to the loans, nor do we expect that the ultimate total receipt of
revenues and profitability derived from our home equity loans will change materially by these different financing
structures.

Our secured financing and securitization deals have triggers that, when exceeded, provide trustees and/or bond
insurers with the ability, but not the obligation, of removing us as servicer of the deals whose triggers have been
exceeded. Trigger levels are typically in the form of cumulative or periodic losses and/or delinquencies for a pool of
loans over a stated period of time. At September 30, 2003, we had $78.7 million in loans that we serviced and for
which certain triggers had been exceeded. The mortgage servicing rights related to the loans for which a trigger had
been exceeded totaled $1.1 million at September 30, 2003. Based on our evaluation of industry practice by trustees
and bond insurers and in our estimation of the steps which would be in the best interests of the trusts, we believe it is
unlikely given current performance of the company that the trustee will remove servicing from us and, therefore, we
have not provided for an allowance for this contingency.

Home Equity Servicing

Our home equity lending business continues to service the majority of the loans it has securitized and sold. We
earn annually a servicing fee of approximately 50 to 100 basis points of the outstanding principal balance of the loans
we service treated as sales under generally accepted accounting principles. For whole loans sold with servicing
retained, we capitalize servicing fees including rights to future early repayment fees. These loans are included below
in managed portfolio including credit risk sold. In addition, where applicable, we have the opportunity to earn
additional future servicing incentive fees, although we are not currently recognizing any revenue or balance sheet
asset to reflect this potential given the uncertainty surrounding our ability to earn and estimate such incentive fees.

Our managed portfolio is separated into $0.7 billion of loans and lines of credit originated, securitized, and treated
as sold loans under SFAS 140 and $0.8 billion of loans originated, generally since 2002, and held on balance sheet
either as loans held for investment or loans held for sale. Generally, loans originated prior to 2002 and treated as sold
under SFAS 140 have a reserve methodology embedded in the associated residual valuations that reflects life of
account loss expectations, whereas our policy for on-balance sheet loans requires that we hold, at a minimum at least
twelve months coverage in sufficient reserves for potential losses inherent in the portfolio at the balance sheet date.
The following table sets forth certain information for each of these portfolios.

Our managed portfolio including credit risk sold of $2.5 billion includes the managed portfolio discussed above as well as our credit risk sold
portfolio. The credit risk sold portfolio includes $0.9 billion of whole loans sold with servicing retained, as well as $0.1 billion of residual
interests we have sold.

September 30, December 31,

Managed Portfolio Including Credit Risk Sold 2003 2002
Total Loans $ 2,548,600 $ 2,502,685
30 days past due 4.74 % 5.12 %
90 days past due 2.06 2.40
Annualized QTD Net Chargeoff Rate 3.30 242
Loan Loss Reserve $ 30,370 $ 21,689
Managed Portfolio

Total Loans $ 1,539,623 $ 1,830,339
30 days past due 6.19 % 6.01 %
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90 days past due 2.68 2.80
Annualized QTD Net Chargeoff Rate 4.24 2.78
Loan Loss Reserve $ 30,370 % 21,689
Residual Undiscounted Losses 79,794 79,746
Unsold Loans
Total Loans (D $ 826,162 $ 706,899
30 days past due 3.29 % 3.01 %
90 days past due 1.50 1.38
Annualized QTD Net Chargeoff Rate 245 1.34
Loan Loss Reserve $ 30,370 $ 21,689
Owned Residual
Total Loans $ 713461 $ 1,123,440
30 days past due 9.55 % 7.89 %
90 days past due 4.06 3.69
Annualized QTD Net Chargeoff Rate 6.27 3.70
Residual Undiscounted Losses $ 79,794 $ 79,746
Credit Risk Sold
Total Loans $ 1,008978 $ 672,346
30 days past due 2.53 % 2.71 %
90 days past due 1.11 1.32
Whole Loan Sales
Total Loans $ 935352 % 552,660
30 days past due 1.68 % 0.89 %
90 days past due 0.63 0.31
Sold Residuals
Total Loans $ 73,626 $ 119,686
30 days past due 13.31 % 11.12 %
90 days past due 7.22 5.97

(1) Excludes deferred fees and costs.

In our managed portfolio, we retain credit risk on loans we originate, whether funded on- or off-balance sheet. The
managed portfolio amounts listed above include those loans we service with credit risk retained. Delinquency rates
and losses on our managed portfolio result from a variety of factors, including loan seasoning, portfolio mix and
general economic conditions. The 30-day and greater delinquency ratio on our managed portfolio was 6.2% at
September 30, 2003, and 6.0% at December 31, 2002. Current economic conditions have caused us to increase
near-term expectations for increases in losses. Given widely varying third-party expectations for the domestic
economy and job growth, it is difficult for us to predict with accuracy what long-term losses are expected to be. In our
residual asset valuations, we have assumed a slow economic recovery with elevated levels of losses in our portfolio
through the end of 2004.

Net Income

Our home equity lending business recorded net income of $2.6 million during the three months ended September
30, 2003, compared to a net gain for the same period in 2002 of $0.4 million. Year to date a loss of $21.3 million was
recorded through September 30, 2003 compared to a net loss of $7.0 million during the same period a year earlier. The
increased losses in 2003 relate primarily to unrealized trading losses recorded during the first half of the year to write
down our residual assets to fair value.
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Net Revenue

Net revenue for the three and nine months ended September 30, 2003 totaled $24.0 million and $28.3 million,
respectively, compared to net revenue for the same periods in 2002 of $19.9 million and $45.2 million. The reduction
in year to date revenues is primarily a result of increased trading losses related to marking the residual assets to fair
value to reflect our view that the effects of the economic weakness in 2001 and 2002 on our home equity portfolios
will continue throughout 2003 and 2004. Trading losses during the nine months ended September 30, 2003 totaled
$52.3 million compared to losses of $22.6 million during the same period in 2002. Partially offsetting the increased
trading losses was increased net interest income resulting from a buildup in our on-balance sheet loan portfolio.

During the third quarter of 2003, our home equity lending business produced $267.6 million of home equity loans,
compared to $290.8 million during the same period in 2002. Our home equity lending business had $792.1 million of
net loans and loans held for sale at September 30, 2003, compared to $680.2 million at December 31, 2002. The
increase in 2003 relates to the buildup of the on-balance sheet loan portfolio as part of the transition away from
gain-on-sale securitizations. Included in the loan balance at September 30, 2003 were $542.7 million of collateralized
loans as part of secured financings.

The following table sets forth certain information regarding net revenue for the periods indicated:

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
(Dollars in thousands)

Net interest income $ 26,655 $ 27,107 $ 81,289 $ 65,697
Provision for loan losses (10,728) (9,221) (23,578) (21,681)
Gain on sales of loans 8,108 9,200 18,358 17,284
Loan servicing fees 6,001 3,174 15,832 10,184
Amortization of servicing (3,808) (1,294) (10,013) (3,949)
assets
Impairment of servicing (499) (59) (1,581) (646)
assets
Trading losses (1,376) (9,574) (52,296) (22,634)
Other income (335) 536 317 941
Total net revenue $ 24018 $ 19.869 $ 28328 $ 45.196

Net interest income decreased to $26.7 million for the three months ended September 30, 2003, compared to $27.1
million for the same period in 2002. Year-to-date net interest income for 2003 was $81.3 million compared to $65.7
million for 2002. This line of business earns interest income on loans held on the balance sheet and the accretion of
the discount applied to its residual interests, which accretion totaled $4.1 million and $17.1 million during the three
and nine months of 2003, respectively, versus $8.5 million and $26.6 million in 2002 for the same periods. As
previously mentioned, the increase in year to date 2003 net interest income is a result of the buildup of our on-balance
sheet loan portfolio.

Gains on sales of loans for the three months ended September 30, 2003 totaled $8.1 million, compared to $9.2
million during the same period in 2002. Gains on sales of loans for the nine months ended September 30, 2003 totaled
$18.4 million, compared to $17.3 million during the same period in 2002. These gains relate to the sale of whole loans
for which we do not record a residual interest. These are cash sales for which we receive a premium, record a
servicing asset, and monetize any points and fees at the time of sale. We do, however, retain the rights to an incentive
servicing fee which will provide cash payments to us in the event certain loan credit performance metrics are met. We
have not received any such payments to date and have not recorded potential revenues due to uncertainty of collecting
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such fees. On a quarterly basis, we evaluate the likelihood of receiving such payments and at that time evaluate
whether an associated potential asset is likely to accrue to us.

Amortization and impairment of servicing assets includes amortization expenses and valuation adjustments relating
to the carrying value of servicing assets. Our home equity lending business determines fair value of its servicing asset
using discounted cash flows and assumptions as to estimated future servicing income and cost that we believe market
participants would use to value similar assets. At September 30, 2003, net servicing assets totaled $29.1 million,
compared to a balance of $26.4 million at December 31, 2002. Servicing asset amortization and impairment expense
totaled $11.6 million year to date for 2003, compared to $4.6 million for the nine months ended September 30, 2002.

Trading losses represent unrealized losses as a result of adjustments to the carrying values of our residual interests.
Trading losses totaled $1.4 million in the third quarter of 2003 compared to $9.6 million for the same period in 2002.
Year-to-date trading losses totaled $52.3 million for 2003 compared to $22.6 million for the same period in 2002.
Residual interests had a balance of $78.2 million at September 30, 2003 and $157.1 million at December 31, 2002.
The $78.2 million valuation reflects approximately $101 million of anticipated undiscounted cash flows of which $81
million represents existing securitization overcollateralization and the remaining $20 million represents expected
future net spread and prepayment penalties. Included in the valuation are assumptions for estimated prepayments,
expected losses, and discount rates that we believe market participants would use to value similar assets. Management
continually evaluates these assumptions to determine the proper carrying values of these items on the balance sheet.
To the extent our expectations of future loss rates, prepayment speeds and other factors change as we gather additional
data over time, these residual valuations may be subject to additional adjustments in the future, up or down. These
adjustments could have a material effect on our earnings. The increased unrealized trading losses year to date for 2003
principally reflect higher expected loss rates. These higher expected loss rates are reflective of the continued weakness
in the economy and a slower rate of recovery in the delinquency of the portfolio than we had anticipated. Our forward
loss assumptions are reevaluated monthly and, as such, our residual asset valuations will be adjusted continuously to
reflect changes in actual and expected loss rates in our portfolio.

Operating Expenses

The following table shows operating expenses for our home equity lending line of business for the periods
indicated:

Three Months Ended September 30, Nine Months Ended September 30,

2003 2002 2003 2002

(Dollars in thousands)
Salaries and employee benefits $ 12,593 $ 11,079 $ 38,318 $ 33,706
Other 7.063 8.085 25.528 23.187
Total operating expenses $ 19.656 $ 19.164 $ 63.846 $ 56.893
Number of employees at period end 663 709

Operating expenses were $19.7 million and $63.8 million for the three and nine months ended September 30, 2003,
respectively, compared to $19.2 million and $56.9 million for the same periods in 2002. Salaries expense for the nine
months ending September 30, 2002 included the reversal of approximately $5.1 million due to the decline in the value
of the minority ownership interest during that period.

Commercial Finance
The following table shows selected financial information for our commercial finance line of business for the

periods indicated:
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Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002

(Dollars in thousands)
Selected Income Statement Data:

Net interest income $ 5,685 $ 3,838 $ 15,890 $ 10,957
Provision for loan and lease losses (2,388) (3,804) (9,321) (6,519)
Noninterest income 1.181 1.631 4,678 3.260
Total net revenues 4,478 1,665 11,247 7,698
Salaries, pension, and other employee expense (2,808) (2,373) (8,266) (6,665)
Other expense (1.021) (538) (2.945) (2.135)
Income (loss) before taxes and cumulative
effect of change in accounting principle 649 (1,246) 36 (1,102)
Income tax benefit (expense) 603 583 (251) 452
Income (loss) before cumulative effect of
change in 46 (663) (215) (650)
accounting principle
Cumulative effect of change in accounting - -- -- 495
principle
Net income (loss) $ 46 $ (663) $ (215 $ (155
)
Selected Operating Data:
Net charge-offs $ 2,034 $ 1,938 $ 6,505 $ 4,067
Net interest margin 5.44% 491 % 5.45 % 5.07 %
Total fundings of loans and leases $ 61,679 $ 58,399 $ 185,588 $ 44,297
September 30, December 31,
Selected Balance Sheet Data at End of Period: 2003 2002
Total assets $ 425,483 $ 343,384
Loans and leases 422,932 345,844
Allowance for loan and lease losses (10,635) (7,657)
Shareholders' equity 33911 29,236

Overview

In our commercial finance line of business, we originate transactions through established U.S. and Canadian relationships with vendors and
manufacturers, some independent leasing companies, and direct relationships with franchisees. The majority of our loans and leases are full
payout, small-ticket loans and leases secured by commercial equipment. Within the franchise channel, the majority of our contracts are loans,
and our leases are full payout with higher transaction sizes than in our small-ticket channel. The franchise channel also finances real estate for
select franchise systems. We finance a variety of commercial and office equipment and try to limit the industry, franchise concept and
geographic concentrations in our loan and lease portfolio.

During the three and nine months ended September 30, 2003, respectively, the commercial finance line of business broke even and incurred a
loss of $0.2 million, compared to net losses of $0.7 million and $0.2 million for the three and nine months ending September 30, 2002. The
improvement in net income for the third quarter largely relates to reduced credit reserves for our U.S.-based broker-sourced portfolio. Our tax
provision at the line of business was negatively effected during the quarter related to our Canadian-based subsidiary due to non-deductibility in
Canada of certain interest costs on U.S.-based funding during the period. We believe we have identified a funding solution that will correct this
situation and be in place by the end of the fourth quarter.
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This line of business originated $61.7 million in loans and leases during the third quarter of 2003, compared to $58.4 million during the same
period in 2002. The line of business portfolio at September 30, 2003 was $422.9 million compared to $345.8 million at December 31, 2002. We
had nonperforming loans and leases at September 30, 2003 totaling $3.4 million, compared to non-performing loans and leases at December 31,
2002 totaling $4.9 million. Allowance for loan and lease losses at September 30, 2003 was $10.6 million, representing 2.5% of total loans and
leases, compared to a balance at December 31, 2002 of $7.7 million, representing 2.2% of total leases. Net charge-offs recorded by this line of
business totaled $6.5 million during the nine months ended September 30, 2003 compared to $4.1 million for the same period of 2002. The
increased allowance and charge-offs were principally the result of continued deterioration in the credit quality of the broker-based, small ticket
portion of our domestic portfolio. During the second quarter of 2003 we made a decision to exit this distribution channel. We will continue to
manage the broker based portfolio as if runs off while focusing our efforts in originating vendor-sourced small ticket leases in the U.S. In the
future, we expect our concentration in vendor-based small ticket products (both domestically and Canadian) and franchise finance to grow as a
proportion of the line of business' portfolio.

The following table provides certain information about the loan and lease portfolio of our commercial finance line of business at the dates
shown:

September 30, December 31,

2003 2002
(Dollars in thousands)
Franchise loans $ 130,860 $ 95,753
Weighted average yield 8.50% 9.01 %
Delinquency ratio 0.69 0.30
Domestic leases $ 129,674 $ 135,775
Weighted average yield 9.92% 10.37 %
Delinquency ratio 1.36 1.41
Canadian leases (D $ 162,398 $114,316
Weighted average yield 10.54% 10.95 %
Delinquency ratio 1.23 1.03

() In U.S. dollars.

Venture Capital

The following table shows selected financial information for our venture capital line of business for the periods
indicated:

Three Months Ended September Nine Months Ended September
30, 30,
2003 2002 2003 2002
(In thousands)
Selected Income Statement Data:

Net interest income $ 2) $ 11 $ 7 $ 33
Mark-to-market adjustment on investments - (2,851) (2,421) 4,316)
Noninterest income 444 116 523 426
Total net revenues 442 (2,724) (1,891) (3,857)
Operating expense (329) (63) (440) (363)
Loss before taxes 113 (2,787) (2,331) (4,220)
Income tax benefit (expense) (48) 1.115 932 1.688
Net loss $ 65 $ (1.672 $ (1.399 $ (2532
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) ) )
September 30, December 31,
Selected Balance Sheet Data at End of Period: 2003 2002
Investment in portfolio companies (cost) $ 14,571 $ 12,620
Mark-to-market adjustment (10.543 (8.123
) )
Carrying value of portfolio companies $ 4028 $ 4497

Overview

In our venture capital line of business, we make minority investments in early stage companies in the financial
services industry and related fields that intend to use technology as a key component of their competitive strategy. We
provide Irwin Ventures' portfolio companies the benefit of our management experience in the financial services
industry. In addition, we expect that contacts made through venture activities may benefit management of our other
lines of business through the sharing of technologies and market opportunities. Our venture capital line of business
had investments in seven private companies as of September 30, 2003, with an aggregate investment cost of $14.6
million and a carrying value of $4.0 million.

During the three and nine months ended September 30, 2003, the venture capital line of business recorded net
income of $0.1 million and a net loss of $1.4 million, respectively, compared to net losses of $1.7 million and $2.5
million for the same periods in 2002. These net income fluctuations primarily relate to valuation adjustments to reflect
the company's portfolio investments at market value.

Parent and Other

Results at the parent company and other businesses totaled net losses of $2.6 million and $5.9 million for the three
and nine months ended September 30, 2003, compared to net losses of $1.4 million and $3.1 million during the same
periods in 2002. These losses at the parent company primarily relate to operating expenses in excess of management
fees charged to the lines of business and interest income earned on intracompany loans. Included in the year to date
loss at the parent was a $1.7 million benefit related to the reversal of a portion of a liability associated with key
employee retention initiatives at the home equity lending line of business, compared with a $2.0 million benefit for the
same period in 2002.

Risk Management
We are engaged in businesses that involve the assumption of financial risks including:
¢ Credit risk
e Liquidity risk

e Interest rate risk
® Operational risk

Each line of business that assumes financial risk uses a formal process to manage this risk. In all cases, the
objectives are to ensure that risk is contained within prudent levels and that we are adequately compensated for the
level of risk assumed.

Our Chairman, Executive Vice President, Senior Vice President, Chief Financial Officer, Vice President Financial
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Risk Management, and Vice President Operational Risk Management meet on a monthly basis (or more frequently as
appropriate) as an Enterprise-Wide Risk Management Committee (ERMC), reporting to the Board of Directors' Audit
and Risk Management Committee. The ERMC and its subcommittees oversee all aspects of our financial, credit, and
operational risks, although these risks are typically managed at the line of business level. The ERMC provides
independent review and enhancement of those lines of business' risk management processes and establishes
independent oversight of our risk reporting, surveillance and model parameter changes.

Credit Risk. The assumption of credit risk is a key source of earnings for the home equity lending, commercial
banking and commercial finance lines of business. In addition, the mortgage banking line of business assumes some
credit risk although its mortgages typically are insured.

The credit risk in the loan portfolios of the home equity lending, commercial finance and commercial banking lines
of business have the most potential to have a significant effect on our consolidated financial performance. These lines
of business manage credit risk through various combinations of the use of lending policies, credit analysis and
approval procedures, periodic loan reviews, servicing activities, and personal contact with borrowers. Loans over a
certain size are reviewed by a loan committee prior to approval.

The allowance for loan and lease losses is an estimate based on our judgment applying the principles of SFAS 5,
"Accounting for Contingencies," SFAS 114, "Accounting by Creditors for Impairment of a Loan," and SFAS 118,
"Accounting by Creditors for Impairment of a Loan -- Income Recognition and Disclosures.” The allowance is
maintained at a level we believe is adequate to absorb probable losses inherent in the loan and lease portfolio. We
compute the allowance based on an analysis that incorporates both a quantitative and qualitative component. The
quantitative component of the allowance reflects expected losses resulting from analysis developed through specific
credit allocations for individual loans and historical loss experience for each loan category. The specific credit
allocations are based on a regular analysis of all loans over a fixed-dollar amount where the internal credit rating is at
or below a predetermined classification. The historical loan loss component is applied to all loans that do not have a
specific reserve allocated to them. Loans are segregated by major product type, and in some instances, by aging, with
an estimated loss ratio applied against each product type and aging category. The loss ratio is generally based upon
historic loss experience for each loan type.

The qualitative component of the allowance reflects management's estimate of probable inherent but undetected
losses within the portfolio. This assessment is performed via the evaluation of eight specific qualitative factors as
outlined in regulatory guidance. We perform the quantitative and qualitative assessments on a quarterly basis. Loans
and leases that are determined by management to be uncollectible are charged against the allowance. The allowance is
increased by provisions against income and recoveries of loans and leases previously charged off.

Net charge-offs for the three months ended September 30, 2003 were $8.5 million, or 1.01% of average loans,
compared to $5.8 million, or 0.82% of average loans during the same period in 2002. Year-to-date net charge-offs
were $24.3 million compared to $14.4 million during the same period in 2002. At September 30, 2003, the allowance
for loan and lease losses was $64.1 million or 2.04% of outstanding loans and leases, compared to $50.9 million or
1.81% at year-end 2002. The increase in charge-offs and allowance is a result of loan growth, deteriorating credit
quality, as well as the new balance sheet retention of home equity loans.

Total nonperforming loans and leases at September 30, 2003, were $37.4 million, compared to $31.1 million at
December 31, 2002. Nonperforming loans and leases as a percent of total loans and leases at September 30, 2003 were
1.19%, compared to 1.11% at December 31, 2002. The 2003 increase occurred primarily at the commercial banking
line of business where nonperforming loans increased to $19.3 million at September 30, 2003, compared to $15.0
million at the end of 2002.

Other real estate we owned totaled $6.3 million at September 30, 2003, down from $5.3 million at December 31,
2002. Total nonperforming assets at September 30, 2003 were $43.6 million, or 0.86% of total assets compared to
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The following table shows information about our nonperforming assets at the dates shown:

Accruing loans past due 90 days or more:
Commercial, financial and agricultural loans
Real estate mortgages
Consumer loans
Lease financing:

Domestic

Canadian

Nonaccrual loans and leases:
Commerecial, financial and agricultural loans
Real estate mortgages
Consumer loans
Lease financing:
Domestic
Canadian

Total nonperforming loans and leases
Other real estate owned:
Other real estate owned

Total nonperforming assets
Nonperforming loans and leases to total loans
and leases
Nonperforming assets to total assets

September 30, December 31,

2003 2002
(In thousands)
$ 137 $ 30
498 688
9 220
24 143
668 1.081
17,872 13,798
14,710 11,308
809 454
1,212 3,415
2111 1.077
36.714 30.052
37.382 31.133
6.252 5.272
$ 43634 $ 36.405
1.19% 1.11%
0.86% 0.75%

Loans that are past due 90 days or more are placed on nonaccrual status unless, in management's opinion, there is

sufficient collateral value to offset both principal and interest. The $43.6 million of nonperforming assets at

September 30, 2003, were distributed by line of business as follows (in millions):

For the periods presented, the balances of any restructured loans are reflected in the table above either in the
amounts shown for "accruing loans past due 90 days or more" or in the amounts shown for "nonaccrual loans and

leases."

No loan concentrations existed of more than 10% of total loans to borrowers engaged in similar activities that

® Mortgage banking
® Commercial banking
® Home equity lending

e Commercial finance

$ 41
20.3
15.8

34
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would be similarly affected by economic or other conditions.

Generally, the accrual of income is discontinued when the full collection of principal or interest is in doubt, or
when the payment of principal or interest has become contractually 90 days past due unless the obligation is both well
secured and in the process of collection.

Liquidity Risk. Liquidity is the availability of funds to meet the daily requirements of our business. For financial
institutions, demand for funds results principally from extensions of credit and withdrawal of deposits. Liquidity is
provided through deposits and short-term and long-term borrowings, by asset maturities or sales, and through equity
capital.

The objectives of liquidity management are to ensure that funds will be available to meet current and future
demands and that funds are available at a reasonable cost. We manage liquidity via daily interaction with the lines of
business and periodic liquidity planning sessions. Since loans are less marketable than securities, the ratio of total
loans to total deposits is a traditional measure of liquidity for banks and bank holding companies. At September 30,
2003, the ratio of loans and loans held for sale to total deposits was 138%. We are comfortable with this relatively
high level due to our position in first mortgage loans held for sale ($0.9 billion) and second mortgage loans and leases
financed through matched-term secured financing ($0.6 billion). The first mortgage loans carry an interest rate at or
near current market rates for first mortgage loans and are generally sold within a short period. Excluding these two
items, our loans to deposit ratio at September 30, 2003 was 87%.

The mortgage banking line of business sells virtually all of its mortgage loan originations within 30 days of
funding, taking them off our balance sheet. Therefore, the on-balance sheet funding of first mortgage loans is for the
brief period of time from origination to sale/securitization. In the nine months ended September 30, 2003, the home
equity lending line of business produced $0.8 billion and the sum of home equity loan sales and secured financings
totaled $0.5 billion.

Deposits consist of three primary types: non-maturity transaction account deposits, certificates of deposit and
escrow account deposits. Non-maturity transaction account deposits are generated by our commercial banking line of
business and include deposits made into checking, savings, money market and other types of deposit accounts by our
customers. These types of deposits have no contractual maturity date and may be withdrawn at any time. While these
balances fluctuate daily, a large percentage typically remain for much longer. At September 30, 2003, these deposit
types totaled $0.7 billion, an increase of $0.1 billion from December 31, 2002.

Certificates of deposit (CDs) differ from non-contractual maturity accounts in that they do have contractual
maturity dates. We issue CDs both directly to customers and through brokers. As of September 30, 2003, CDs issued
directly to customers totaled $0.9 billion, which was level with December 31, 2002. Brokered CDs are typically
considered to have higher liquidity risk than CDs issued directly to customers since brokered CDs are often done in
large blocks and since a direct relationship does not exist with the depositor. In recognition of this, we manage the size
and maturity structure of brokered CDs closely. For example, the maturities of brokered CDs are laddered to mitigate
liquidity risk. CDs issued through brokers totaled $0.4 billion at September 30, 2003, and had an average remaining
life of 19 months as compared to $0.3 billion outstanding with a 22 month average remaining life at December 31,
2002.

Escrow account deposits are related to the servicing of our originated first mortgage loans. When a first mortgage
borrower makes a monthly mortgage payment, consisting of interest and principal due on the loan and often a real
estate tax and insurance portion, we hold the payment on a non-interest earning basis, except where otherwise required
by law, until the payment is remitted to the current owner of the loan or the proper tax authority and insurance carrier.
Escrow deposits may also include proceeds from the payoff of loans in our servicing portfolio prior to the
transmission of those proceeds to investors. At September 30, 2003, these escrow balances totaled $0.7 billion, which
was a $0.1 billion increase from December 31, 2002.
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Short-term borrowings consist of borrowings from several sources. Our largest borrowing source is the Federal
Home Loan Bank of Indianapolis (FHLBI), of which we are an active member. We utilize their collateralized
borrowing programs to help fund qualifying first mortgage, home equity and commercial real estate loans. As of
September 30, 2003, FHLBI borrowings outstanding totaled $0.2 billion, a $0.3 billion decrease from December 31,
2002. We had sufficient collateral pledged to FHLBI at September 30, 2003 to borrow an additional $0.6 billion, if
needed.

In addition to borrowings from the FHLBI, we use other lines of credit as needed. At September 30, 2003, the
amount of short-term borrowings outstanding on our major credit lines and the total amount of the borrowing lines
were as follows:

e Warehouse lines of credit to fund first mortgages and home equity loans: none outstanding on a $300 million borrowing facility
e Warehouse borrowing facilities to fund first mortgage loans: none outstanding on a $150 million committed borrowing facility
e Lines of credit with correspondent banks, including fed funds lines: $54 million outstanding out of $205 million available

In addition to short term borrowings from the aforementioned credit lines, sale facilities are used to effect sale of
Government Sponsored Enterprise (GSE) -conforming first mortgage loans before scheduled GSE settlement dates.
The first two of these sale facilities listed below have specific dollar limits as noted. The size of the third facility is
limited only by the amount of mortgage-backed securities we can package for purchase by the facility provider. At
September 30, 2003, the amount unsettled by the GSE on these facilities and the total facility amount were as follows:

e Committed warehouse sale facility: $330 million unsettled on a $600 million facility
e Uncommitted warehouse sale facility: $0 unsettled on a $150 million facility
e Investor warehouse sale facility: $150 million unsettled

Interest Rate Risk.

Because all of our assets are not perfectly match funded with like-term liabilities, our earnings are affected by interest rate changes. Interest rate
risk is measured by the sensitivity of both net interest income and fair market value of net interest sensitive assets to changes in interest rates.

An asset/liability management committee (ALMC) at each of our lines of business monitors the repricing structure of assets, liabilities and
off-balance sheet items and uses a financial simulation model to measure interest rate risk over multiple interest rate scenarios. Our parent
company ALMC oversees the interest rate risk profile of all of our lines of business as a whole and is represented on each of the line of business
ALMCs. We incorporate many factors into the financial model, including prepayment speeds, net interest margin, fee income and a
comprehensive mark-to-market valuation process. We reevaluate risk measures and assumptions regularly and enhance modeling tools as
needed.

Our commercial banking, home equity lending, and commercial finance lines of business assume interest rate risk in the pricing structure of
their loans and leases, and manage this risk by adjusting the duration of their interest sensitive liabilities and through the use of hedging.

Our mortgage banking line of business assumes interest rate risk by entering into commitments to extend loans to borrowers at a fixed rate for
a limited period of time. We hold closed loans only temporarily until a pool is formed and sold in a securitization or under a flow sale
arrangement. To mitigate the risk that interest rates will rise between the time we lock a loan rate to the customer and the time we sell the loan,
the mortgage banking line of business enters into commitments to deliver loans at a fixed price. Since not all rate-locks result in loans, we only
hedge the percentage of rate locks that we believe will result in loan originations. Our home equity business originates a much smaller volume of
first mortgage loans than our mortgage banking line of business, but has begun to hedge its funded first mortgage originations from the time of
origination until a price to sell the loan is locked-in.

Our mortgage, commercial banking and home equity lending lines of business also are exposed to the risk that interest rates will decline,
increasing prepayment speeds on loans and decreasing the value of servicing assets and residual interests. Some offsets to these exposures exist
in the form of strong production operations, selective sales of servicing rights, match-funded asset-backed securities sales and the use of
financial instruments to manage the economic performance of the assets. Since there are accounting timing differences between the recognition
of gains or losses on financial derivatives and the realization of economic gains or losses on certain offsetting exposures (e.g., strong production
operations), our decisions on the degree to which we manage risk with derivative instruments to insulate against short-term price volatility
depends on a variety of factors, including:

e the type of risk we are trying to mitigate;
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o offsetting factors elsewhere in the Corporation;

o the level of current capital above our target minimums;

® time remaining in the quarter (i.e., days until quarter-end);

e current level of derivative gain or loss relative to accounting and economic basis;

® basis risk: the degree to which the interest rates underlying our derivative instruments might not move parallel to the interest rate
driving our asset valuation; and

e convexity: the degree to which asset values, or risk management derivative instrument values, do not change in a linear fashion as
interest rates change.

This strategy may, at times, result in variability in inter-quarter results that are not reflective of underlying trends
for the Corporation.

The following tables reflect our estimate of the present value of interest sensitive assets, liabilities, and off-balance
sheet items at September 30, 2003. In addition to showing the estimated fair market value at current rates, they also
provide estimates of the fair market values of interest sensitive items based upon a hypothetical instantaneous and
permanent move both up and down 100 and 200 basis points in the entire yield curve.

The first table is an economic analysis showing the present value impact of changes in interest rates, assuming a
comprehensive mark-to-market environment. The second table is an accounting analysis showing the same net present
value impact, adjusted for expected GAAP treatment. Neither analysis takes into account the book values of the
noninterest sensitive assets and liabilities (such as cash, accounts receivable, and fixed assets), the values of which are
not directly determined by interest rates.

The analyses are based on discounted cash flows over the remaining estimated lives of the financial instruments.
The interest rate sensitivities apply only to transactions booked as of September 30, 2003, although certain accounts
such as "Official Checks and Due From" are normalized whereby the three- or six-month average balance is included
rather than the quarter-end balance in order to avoid having the analysis skewed by a significant increase or decrease
to an account balance at quarter-end.

The net asset value sensitivities do not necessarily represent the changes in the lines of business' net asset value
that would actually occur under the given interest rate scenarios, as sensitivities do not reflect changes in value of the
companies as a going concern, nor consider potential rebalancing or other hedging actions that might be taken in the
future under asset/liability management.

Specifically, the volume of derivative contracts held to manage the risk of mortgage servicing assets (MSAs)
fluctuates, depending upon market conditions, the size of our MSA portfolio and various additional factors. We
monitor derivative positions frequently and rebalance them as needed. It is unlikely that the volume of derivative
positions would remain constant over large fluctuations in interest rates, although the tables below assume they do.
MSA risk management derivative contracts appear under the category "Interest Sensitive Financial Derivatives" in the
tables below. As can be seen in the tables, the interest sensitivity of MSAs, net of the impact of Financial Derivatives,
dominates the Corporation's interest rate risk profile. Therefore, it is important to reiterate that our MSA hedging
strategy is dynamic in that we adjust our hedges as we deem appropriate when conditions change, whereas the tables
below reflect hedges as if they will remain static over all interest rate scenarios (for example, our past experience
indicates that if rates rose or declined by the amounts shown in the sensitivity analysis, we would buy or sell
additional interest sensitive off balance sheet items).

Modeling the change in equity value based upon interest rate changes requires many other assumptions and
modeling choices as well. For the tables below, which use the 9/30/03 balance sheet, we have implemented changes in
several aspects of our modeling as compared to prior quarters.. The major changes are as follows:

1. Expected cash flows for commercial loans and unsold, unsecuritized home equity loans are now valued assuming no defaults occur

and utilize a discount factor which approximates a full credit spread over the Swap/LIBOR curve. Previously, these loans were
modeled with default assumptions, but with cash flows discounted at lower rates. We believe the new methodology more accurately
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reflects our interest rate risk.

2. In order to model non-maturity transaction deposit accounts such as Checking, Savings and Money Market accounts, we are required
to forecast the rates which will be paid on these accounts as interest rates rise and fall. We have refocused our rate forecasting
methodology with an increased emphasis on the current market environment and expected spread relationships between short-term
benchmark rates, such as the Fed Funds rate, Treasury Bills or LIBOR, and our deposit rates. The current methodology reflects larger
changes in deposit values as interest rates rise and fall as compared to our prior methodology.

3. In addition to the changes discussed in item 1 above, we have implemented other improvements to our valuation model for home
equity loans. We now utilize prepayment speed estimates provided by an outside vendor that we believe better estimate expected
prepayment speeds at various interest rate levels. Also related to improved prepayment speed forecasting is an improved ability to
capture prepayment premium income that we collect when loans that have prepayment premiums in effect prepay.

Interest Sensitive Assets
Loans and other assets
Loans held for sale
Mortgage servicing assets
Residual interests

Interest sensitive financial
derivatives

Total interest sensitive assets
Interest Sensitive Liabilities
Deposits

Short-term borrowings
Long-term debt (including TPS)

Total interest sensitive liabilities

Net market value as of
September 30, 2003
Change from current

Economic Value Change Method

Present Value at September 30, 2003,
Change in Interest Rates of:
2% -1% Current +1% +2%
(In thousands)

$ 3,228,780 $3,197,147 $ 3,157,691 $ 3,116,859 $ 3,077,312
1,022,044 1,021,572 1,020,082 1,018,278 1,016,381

162,050 208,713 335,246 493,830 579,434
83,691 81,657 79,146 76,489 73,711
85.030 55.176 4.739 (77.064) (176.686)

$ 4581595  $4.564.265 $ 4596904 $ 4.628392 $ 4.570.152

(3,040,243)  (3,012,483) (2,979,674) (2,949,948)  (2,923,916)
(452,669) (452,599) (452,328) (451,980) (451,638)
(700.641 (691.727 (678.156 (663.147 (642.361

) ) ) )
(4.193.553 (4.156.809 _ (4.110.158 _ (4.065.075 (4.017.915

) ) ) )
$ 388042 $ 407456 $ 486746 $ 563317 $ 552237

$ (98704) %  (79.290) $ - 3 76.571 $ 65.491

Net market value as of December $ 449493 §$ 444059 $ 456510 $ 518260 $  534.107

31, 2002
Potential change

Interest Sensitive Assets
Loans and other assets (1
Loans held for sale

$ (70171 $ (12451 $ - 3 61.750 $ 77.597

GAAP-Based Value Change Method

Present Value at September 30, 2003,
Change in Interest Rates of:

2% -1% Current +1% +2%
(In thousands)

$ ~ 3 -8 -3 -8 -

1,020,082 1,020,082 1,020,082 1,018,278 1,016,381
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Mortgage servicing assets 158,992 205,592 327,422 409,725 432,376
Residual interests 83,691 81,657 79,146 76,489 73,711
Interest sensitive financial 85.030 55.176 4.739 (77.064) (176.686)
derivatives

Total interest sensitive assets 1.347.795 1.362.507 1.431.389 1.427.428 1.345.782

Interest Sensitive Liabilities
Deposits (1) - - - - -
Short-term borrowings (1) -- - - - -

Long-term debt (including TPS) - -- - -
(D

Total interest sensitive liabilities ()

Net market value as of September 30, 2003
$ 1.347.795
$ 1.362.507
$ 1.431.389
$ 1.427.428
$ 1.345.782
Potential change

$ (83.594

$ (68.882

$ (3.961)
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$ (85.607)

Net market value as of December 31, 2002
$ 1.618.460
$ 1.629.506
$ 1.656.461
$ 1.722.027
$ 1.715.012

Potential change

$ (38.001

$ (26.955

$ -
$ 65566
$ 58551

() Value does not change in GAAP presentation.

Operational Risk. Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from
external events. Irwin Financial, like other financial services organizations, is exposed to a variety of operational risks. These risks include
regulatory, reputational and legal risks, as well as the potential for processing errors, internal or external fraud, failure of computer systems, and
external events that are beyond the control of the Corporation, such as natural disasters.

Our Board of Directors has ultimate accountability for the level of operational risk assumed by us. The Board guides management by
approving our business strategy and significant policies. Our management and Board have also established and continue to improve a control
environment that encourages a high degree of awareness and proactivity in alerting senior management and the Board to potential control issues
on a timely basis.

The Board has directed that primary responsibility for the management of operational risk rests with the managers of our business units, who
are responsible for establishing and maintaining internal control procedures that are appropriate for their operations. In 2002, we started
implementing a multi-year program to provide a more integrated firm-wide approach for the identification, measurement, monitoring and
mitigation of operational risk. The new enterprise-wide operational risk oversight function reports to the Audit and Risk Management
Committee of our Board of Directors and to our Enterprise-Wide Risk Management Committee, which is led by the Chairman of the Board of
Directors. We recently established an enterprise-wide compliance oversight function to devote increased attention and resources to banking
regulatory compliance as we have grown more complex and as our home equity, commercial finance and mortgage banking businesses are now
all being conducted under Irwin Union Bank and Trust Company. The compliance oversight function reports to the Enterprise-Wide Risk
Management Committee.

The financial services business is highly regulated. Failure to comply with these regulations could result in substantial monetary or other
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damages that could be material to our financial position. Statutes and regulations may change in the future, and we cannot predict what effect
these changes, if made, will have on our operations. It should be noted that the supervision, regulation and examination of banks, thrifts and
mortgage companies by regulatory agencies are intended primarily for the protection of depositors and other customers rather than shareholders
of these institutions.

We are registered as a bank holding company with the Board of Governors of the Federal Reserve System under the Bank Holding Company
Act of 1956, as amended, and the related regulations, referred to as the BHC act. We are subject to regulation, supervision and examination by
the Federal Reserve, and as part of this process we must file reports and additional information with the Federal Reserve. The regulation,
supervision and examinations occur at the local, state and federal levels and involve, but are not limited to minimum capital requirements,
consumer protection, community reinvestment, and deposit insurance.

As a result of the movement of residuals from Irwin Union Bank and Trust (IUBT) to the Corporation in 2001 and 2002, our subsidiary,
IUBT, had certain restrictions on paying dividends to us. Those restrictions lapsed during the third quarter of 2003 and IUBT is now able to once
again pay dividends to the Corporation.

Derivative Financial Instruments

Financial derivatives are used as part of the overall asset/liability risk management process. We use certain derivative instruments that do not
qualify for hedge accounting treatment under SFAS No. 133. These derivatives are classified as other assets and other liabilities and marked to
market on the income statement. While we do not seek GAAP hedge accounting treatment for the assets that these instruments are hedging, the
economic purpose of these instruments is to manage the risk inherent in existing exposures to either interest rate risk or foreign currency risk.

We entered into an interest rate swap to hedge a $25 million brokered certificate of deposit. This swap had a notional amount (which does not
represent the amount at risk) of $25 million as of September 30, 2003. Under the terms of the swap agreement, we receive a fixed rate of interest
and pay a floating rate of interest based upon one month LIBOR. This swap had a gain of $0.4 million during the third quarter.

We enter into forward contracts to protect against interest rate fluctuations from the date of mortgage loan commitment until the loans are
sold. The notional amount of these forward contracts (which does not represent the amount at risk) totaled $1.7 billion and $2.2 billion at
September 30, 2003 and December 31, 2002, respectively. The closed mortgage loans hedged by forward contracts qualify for hedge accounting
treatment under SFAS No. 133. The basis of the hedged closed loans is adjusted for change in value associated with the risk being hedged. We
value closed loan contracts at period end based upon the current secondary market value of securities with similar characteristics. The unrealized
loss on our forward contracts at September 30, 2003 was $23.0 million and the hedge ineffectiveness for the quarter then ended was a loss of
$9.8 million. The effect of these hedging activities was recorded through earnings as gain from sale of loans.

We enter into commitments to originate loans whereby the interest rate on the loan is determined prior to funding (rate lock commitments).
Rate lock commitments on loans intended to be sold are considered to be derivatives and are recorded at fair value. We value these commitments
at period end based upon the current secondary market value of securities with similar characteristics. At September 30, 2003, we had a notional
amount of rate lock commitments outstanding totaling $1.3 billion with a fair value of $15.3 million. Notional amounts do not represent the
amount at risk. A net decrease in fair value of these derivatives totaling $11.5 million for the year to date ended September 30, 2003 was
recorded in gain from sale of loans.

Our home equity line of business originates a relatively small amount of first mortgage loans and hedges a portion of these loans from the
time they are originated until the time they are sold, which typically occurs once per month. Year to date, hedge losses related to this activity
totaled $0.2 million.

Certain of our fixed rate loans and leases are funded with floating rate liabilities. To hedge such mismatches, we own five interest rate caps,
which had a fair value of $0.5 million and a notional amount of $112 million at September 30, 2003. Notional amounts do not represent the
amount at risk. We classify interest rate caps as other assets on the balance sheet and carry them at their fair values. Two of the interest rate caps
qualify for cash flow hedge accounting treatment under SFAS 133. As a result, adjustments to fair value for these derivatives are recorded
through accumulated other comprehensive income. We record adjustments to fair value for the other three interest rate caps as other income on
the income statement. For the nine months ended September 30, 2003, we recorded an immaterial loss in other income and in accumulated other
comprehensive income related to these derivative products.

We manage the interest rate risk associated with our mortgage servicing assets through the use of Eurodollar futures contracts and interest
rate options. The financial instrument underlying the Eurodollar futures contracts is the three-month LIBOR. For the nine months ended
September 30, 2003, we recorded losses of $0.5 million on these derivatives. Both the futures contracts and options were marked-to-market and
included in other assets with changes in value recorded in the income statement as derivative gains. At September 30, 2003, we had $12 billion
notional amount of Eurodollar contracts outstanding. We also held open swaption positions with a notional value totaling $5 billion at
September 30, 2003, all of which had final maturities of October 1, 2003. The size and mix of these positions change during the quarter based
upon many factors. Period-end positions may or may not be indicative of our net risk exposure throughout the quarter. Notional amounts do not
represent the amount at risk.
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We own foreign currency forward contracts to protect the U.S. dollar value of intercompany loans made to Onset Capital Corporation that are
denominated in Canadian dollars. We had a notional amount of $137 million in forward contracts outstanding as of September 30, 2003.
Notional amounts do not represent the amount at risk. For the nine months ended September 30, 2003, we recognized losses on these contracts
of $18 million. These contracts are marked-to-market with gains and losses included in other expense on the income statement. The foreign
currency transaction gain on the intercompany loans was $17 million during the nine months ended September 30, 2003. A significant portion of
the $1 million difference between hedge losses and foreign currency gains on loan balances is the fact that the payment of forward points on the
foreign currency contracts increases the hedge loss, whereas on the loan side, the equivalent factor to forward points is built into the interest rate
on the loans being hedged and, thus, is part of interest income.

Item 3. Quantitative and Qualitative Disclosures about Market Risk.

The quantitative and qualitative disclosures about market risk are reported in the Interest Rate Risk section of Item
2, Management's Discussion and Analysis of Financial Condition and Results of Operations found on pages 44
through 46.

Item 4. Controls and Procedures.

As of September 30, 2003, we performed an evaluation under the supervision and with the participation of our
management, including the CEO and CFO, of the effectiveness of the design and operation of our disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14(c)). Based on that evaluation, our management, including
the CEO and CFO, concluded that our disclosure controls and procedures were effective as of September 30, 2003 to
provide reasonable assurance that material information relating to the Corporation would be made known to them by
others within the Corporation, particularly during the period in which the Form 10-Q was being prepared. There have
been no significant changes in our internal controls or in other factors that could significantly affect internal controls
subsequent to our most recent evaluation of these controls, nor any significant deficiencies or material weaknesses in
such controls requiring corrective actions. As a result, no corrective actions were required or taken.

PART II. Other Information.

Item 1. Legal Proceedings.

Culpepper and related cases.

As described in our Annual Report on Form 10-K for the Year Ended 2002 and our Report on Form 10-Q for the
Quarterly Period Ended March 31, 2003 and June 30, 2003, our indirect subsidiary, Irwin Mortgage Corporation, is a
defendant in Culpepper v. Inland Mortgage Corporation, a class action lawsuit in the United States District Court for
the Northern District of Alabama. The suit alleges that Irwin Mortgage violated the federal Real Estate Settlement
Procedures Act (RESPA) in connection with certain payments Irwin Mortgage made to mortgage brokers. We
reported that in September 2001, a second suit, Beggs v. Irwin Mortgage Corporation, sought class status and
consolidation with Culpepper and that subsequently, the court permitted another suit, Gorman v. Irwin Mortgage, to
intervene in the Beggs suit. We also reported that three other lawsuits were filed against Irwin Mortgage in 2002 in the
Circuit Court of Calhoun County, Alabama seeking class action status and alleging claims based on payments similar
to those at issue in Culpepper (Cook v. Irwin Mortgage, Ford v. Irwin Mortgage and Hill v. Irwin Mortgage). The
parties settled Cook, Ford and Hill for a nonmaterial amount, and the court dismissed those actions on August 18,
2003. The parties settled Beggs, along with Gorman, for a nonmaterial amount, and the court dismissed those actions
on August 22, 2003. On October 2, 2003 Culpepper was reassigned to U.S. District Judge, R. David Proctor, who
ordered the parties to meet and submit a joint status report on or before October 31, 2003.

United States ex rel. Paranich v. Sorgnard et al.
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In January 2001, we and Irwin Leasing Corporation (formerly Affiliated Capital Corp.), our indirect subsidiary,
and Irwin Equipment Finance Corporation, our direct subsidiary (together, the Irwin companies), were served as
defendants in an action filed in the United States District Court for the Middle District of Pennsylvania. The suit
alleges that a manufacturer/importer of certain medical devices (Matrix Biokinetics, Inc. and others) made
misrepresentations to health care professionals and to government officials to improperly obtain Medicare
reimbursement for treatments using the devices, and that the Irwin companies, through Affiliated Capital's financing
activities, aided in making the alleged misrepresentations. The Irwin companies filed a motion to dismiss on February
12,2001. On August 10, 2001, the court granted our motion in part by dismissing Irwin Financial and Irwin
Equipment Finance as defendants in the suit. In June 2003, Irwin Leasing filed a motion for summary judgment. Oral
argument on the motion was held on August 27, 2003. On October 8, 2003, the court granted Irwin Leasing's motion
for summary judgment, dismissing the plaintiff's complaint. On October 22, 2003, the plaintiff filed a notice of appeal.
We have not established any reserves for this case. Although we believe the trial court's decision is well-reasoned, we
cannot predict at this time whether we will prevail on appeal.

Mclintosh v. Irwin Home Equity Corporation

Our subsidiary, Irwin Union Bank and Trust company, is a defendant in a purported class action lawsuit filed in the
U.S. District Court in Massachusetts in July 2001. The case involves loans purchased by Irwin Union Bank from
FirstPlus, an unaffiliated third-party lender, and alleges a failure to comply with certain truth in lending disclosure
requirements in making second mortgage home equity loans to the plaintiff borrowers. The complaint seeks rescission
of the loans and other damages.

On September 30, 2002, the court granted plaintiffs' motion for certification of a class subject to certain limitations.
On October 15, 2002, we filed a motion for reconsideration with the district court and a petition for permission to
appeal the class certification decision with the Court of Appeals for the 15t Circuit. In May, 2003, the district court
denied our motion for summary judgment and denied in part our motion for reconsideration of class decertification.
However, the court further limited membership in the plaintiff class. On October 21, 2003, the court of appeals denied
our application for appellate review of the district court's certification of the class.

Discovery has not yet commenced. The actual number of plaintiff borrowers will be determined only after a review
of loan files. As originally specified, the plaintiff class was limited to those borrowers who obtained a mortgage loan
originated with prepayment penalty provisions by FirstPlus during the three-year period prior to the filing of the suit.
As more recently defined by the court, the class has been further restricted to those borrowers who refinanced their
loans and paid a prepayment penalty. Only high-rate loans that are subject to the provisions of the Home Ownership
and Equity Protection Act of 1994 would be included in the class. We believe that out of approximately 200 loans

acquired directly from FirstPlus through our correspondent lending channel and approximately 7,800 loans acquired from other parties in
certain bulk acquisitions that may include FirstPlus originations, only a portion of these loans will satisfy all of the criteria for inclusion in the
class.

We believe we have available numerous defenses to the allegations and intend to vigorously defend this lawsuit. Because this case is in the
early stages of litigation, we are unable to form a reasonable estimate of potential loss, if any, and have not established any reserves related to
this case.

Silke v. Irwin Mortgage Corporation

In April, 2003, our indirect subsidiary, Irwin Mortgage Corporation, was named as a defendant in an action filed in the Marion County,
Indiana, Circuit Court. The complaint alleges that Irwin Mortgage charged a document preparation fee in violation of Indiana law for services
performed by clerical personnel in completing legal documents related to mortgage loans. The plaintiff is seeking to certify a class consisting of
Indiana borrowers who were charged the fee during the six-year period prior to the filing of the lawsuit. Irwin Mortgage filed an answer on June
11, 2003 and a motion for summary judgment on October 27, 2003. The court will determine the class certification issue before considering
dispositive motions. Because the case is in the early stages of litigation, we are unable at this time to form a reasonable estimate of the amount of
potential loss, if any, that Irwin Mortgage could suffer. We have not established any reserves for this case.

Gutierrez v. Irwin Mortgage Corporation
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In April, 2003, our indirect subsidiary, Irwin Mortgage Corporation, was named as a defendant in an action filed in the District Court of
Nueces County, Texas. The complaint alleges that Irwin Mortgage improperly charged borrowers fees for the services of third-party vendors in
excess of Irwin Mortgage's costs, and charged certain fees to which plaintiffs did not agree. The plaintiffs are seeking to certify a class consisting
of similarly situated borrowers. Irwin Mortgage filed an answer on July 11, 2003. Because the case is in the early stages of litigation, we are
unable at this time to form a reasonable estimate of the amount of potential loss, if any, that Irwin Mortgage could suffer. We have not
established any reserves for this case.

We and our subsidiaries are from time to time engaged in various matters of litigation including the matters described above and those
disclosed in our Annual Report on Form 10-K for the Year Ended 2002 and subsequent Reports on Form 10-Q, other assertions of improper or
fraudulent loan practices or lending violations, and other matters, and we have a number of unresolved claims pending. In addition, as part of the
ordinary course of business, we and our subsidiaries are parties to litigation involving claims to the ownership of funds in particular accounts,
the collection of delinquent accounts, challenges to security interests in collateral, and foreclosure interests, that is incidental to our regular
business activities. While the ultimate liability with respect to these other litigation matters and claims cannot be determined at this time, we
believe that damages, if any, and other amounts relating to pending matters are not likely to be material to our consolidated financial position or
results of operations, except as described above and in our Annual Report on Form 10-K and subsequent Reports on Form 10-Q. Reserves have
been established for these various matters of litigation, when appropriate, based upon the advice of legal counsel.

Item 2. Changes in Securities and Use of Proceeds.
(c) The Corporation issued shares of common stock pursuant to elections made by four out of the eight of our outside directors to receive

board compensation under the 1999 Outside Director Restricted Stock Compensation Plan in lieu of cash fees as indicated in the table below. All
of these shares were issued in reliance on the private placement exemption from registration provided in Section 4(2) of the Securities Act.

Date Issued Number of Shares
September 30, 2003 605

Item 6. Exhibits and Reports on Form 8-K.

(a) Exhibits.
Exhibit Description of Exhibit
Number

3.1 Restated Articles of Incorporation of Irwin Financial Corporation. (Incorporated by reference to
Exhibit 3(a) to Form 10-K Report for year ended December 31, 2000, File No. 0-06835.)

32 Articles of Amendment to Restated Articles of Incorporation of Irwin Financial Corporation
dated March 2, 2001. (Incorporated by reference to Exhibit 3(b) to Form 10-K Report for year
ended December 31, 2000, File No. 0-06835.)

33 Code of By-laws of Irwin Financial Corporation, as amended August 27, 2003

4.1 Specimen Common Stock Certificate. (Incorporated by reference to Exhibit 4(a) to Form 10-K
report for year ended December 31, 1994, File No. 0-06835.)

4.2 Certain instruments defining the rights of the holders of long-term debt of Irwin Financial
Corporation and certain of its subsidiaries, none of which authorize a total amount of
indebtedness in excess of 10% of the total assets of the Corporation and its subsidiaries on a
consolidated basis, have not been filed as Exhibits. The Corporation hereby agrees to furnish a
copy of any of these agreements to the Commission upon request.

4.3
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4.4

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

Edgar Filing: IRWIN FINANCIAL CORPORATION - Form 10-Q

Rights Agreement, dated as of March 1, 2001, between Irwin Financial Corporation and Irwin
Union Bank and Trust. (Incorporated by reference to Exhibit 4.1 to Form 8-A filed March 2,
2001, File No. 0-06835.)

Appointment of Successor Rights Agent dated as of May 11, 2001 between Irwin Financial
Corporation and National City Bank. (Incorporated by reference to Exhibit 4.5 to Form S-8 filed
on September 7, 2001, File No. 333-69156.)

* Amended 1986 Stock Option Plan. (Incorporated by reference to Exhibit 10(b) to Form 10-K
Report for year ended December 31, 1991, File No. 0-06835.)

*Irwin Financial Corporation 1992 Stock Option Plan. (Incorporated by reference to Exhibit
10(h) to Form 10-K Report for year ended December 31, 1992, File No. 0-06835.)

*Irwin Financial Corporation 1997 Stock Option Plan. (Incorporated by reference to Exhibit 10
to Form 10-Q Report for period ended June 30, 1994, File No. 0-06835.)

* Amendment to Irwin Financial Corporation 1997 Stock Option Plan. (Incorporated by
reference to Exhibit 10(i) to Form10-Q Report for period ended June 30, 1997, File No.
0-06835.)

*Irwin Financial Corporation 2001 Stock Plan. (Incorporated by reference to Exhibit 10.18 to
Form S-1/A filed February 14, 2002, File No. 333-69586.)

* Amended Irwin Financial Corporation Outside Directors Restricted Stock Compensation Plan.
(Incorporated by reference to Exhibit 10(g) to Form 10-K Report for year ended December 31,
1991, File No. 0-06835.)

*Irwin Financial Corporation Outside Directors Restricted Stock Compensation Plan.
(Incorporated by reference to Exhibit 10(i) to Form 10-K Report for year ended December31,
1995, File No. 0-06835.)

*1999 Outside Director Restricted Stock Compensation Plan. (Incorporated by reference to
Exhibit 10(b) to Form 10-Q Report for period ended June 30, 1999, File No. 0-06835.)

*Irwin Financial Corporation Employees' Stock Purchase Plan. (Incorporated by reference to
Exhibit 10(d) to Form 10-K Report for year ended December 31, 1991, File No. 0-06835.)

*Employee Stock Purchase Plan II. (Incorporated by reference to Exhibit 10(f) to Form 10-K
Report for year ended December 31, 1994, File No. 0-06835.)

*Employee Stock Purchase Plan III. (Incorporated by reference to Exhibit 10(a) to Form 10-Q
Report for period ended June 30, 1999, File No. 0-06835.)

*Long-Term Management Performance Plan. (Incorporated by reference to Exhibit 10(a) to
Form 10-K Report for year ended December 31, 1986, File No. 0-06835.)

*Long-Term Incentive Plan-Summary of Terms. (Incorporated by reference to Exhibit 10(a) to
Form 10-K Report for year ended December 31, 1986, File No. 0-06835.)
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10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27
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*Inland Mortgage Corporation Long-Term Incentive Plan. (Incorporated by reference to Exhibit
10(j) to Form 10-K Report for year ended December 31, 1995, File No. 0-06835.)

* Amended and Restated Management Bonus Plan. (Incorporated by reference to Exhibit 10(a)
to Form 10-K Report for year ended December 31, 1986, File No. 0-06835.)

*Limited Liability Company Agreement of Irwin Ventures LLC. (Incorporated by reference to
Exhibit 10(a) to Form 10-Q/A Report for period ended March 31, 2001, File No. 0-06835.)

*Limited Liability Company Agreement of Irwin Ventures Co-Investment Fund LLC, effective
as of April 20, 2001. (Incorporated by reference to Exhibit 10.17 to Form S-1/A filed February
14, 2002, File No. 333-69586.)

*Irwin Home Equity Corporation Shareholder Agreement and Amendments. (Incorporated by
reference to Exhibit 10(b) to Form 10-Q/A Report for period ended March 31, 2001, File No.
0-06835.)

*Promissory Note dated January 30, 2002 from Elena Delgado to Irwin Financial Corporation.
(Incorporated by reference to Exhibit 10.19 to Form S-1/A filed February 14, 2002, File No.
333-69586.)

*Consumer Pledge Agreement dated January 30, 2002 between Elena Delgado and Irwin
Financial Corporation. (Incorporated by reference to Exhibit 10.20 to Form S-1/A filed
February 14, 2002, File No. 333-69586.)

*Irwin Financial Corporation Short Term Incentive Plan effective January 1, 2002.
(Incorporated by reference to Exhibit 10.21 to Form 10-Q Report for period ended March 31,
2002, File No. 0-06835.)

*Irwin Union Bank Short Term Incentive Plan effective January 1, 2002. (Incorporated by
reference to Exhibit 10.22 to Form 10-Q Report for period ended March 31, 2002, File No.
0-06835.)

*Irwin Home Equity Short Term Incentive Plan effective January 1, 2002. (Incorporated by
reference to Exhibit 10.23 to Form 10-Q Report for period ended March 31, 2002, File No.
0-06835.)

*Irwin Mortgage Corporation Short Term Incentive Plan effective January 1, 2002.
(Incorporated by reference to Exhibit 10.24 to Form 10-Q Report for period ended March 31,
2002, File No. 0-06835.)

*Irwin Capital Holdings Short Term Incentive Plan effective January 1, 2002. (Incorporated by
reference to Exhibit 10.25 to Form 10-Q Report for period ended March 31, 2002, File No.
0-06835.)

*Onset Capital Corporation Employment Agreement. (Incorporated by reference to Exhibit
10.26 to Form 10-Q Report for period ended June 30, 2002, File No. 0-06835.)

*Irwin Financial Corporation Restated Supplemental Executive Retirement Plan for Named
Executives. (Incorporated by reference to Exhibit 10.27 to Form 10-Q Report for period ended
June 30, 2002, File No. 0-06835.)
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10.28 *Irwin Financial Corporation Supplemental Executive Retirement Plan for Named Executives.
(Incorporated by reference to Exhibit 10.28 to Form 10-Q Report for period ended June 30,
2002, File No. 0-06835.)

10.29 *Onset Capital Corporation Shareholders Agreement (Incorporated by reference to Exhibit
10.29 to Form 10-K Report for year ended December 31, 2002, File No. 0-06835.)

11.1 Computation of earnings per share is included in the footnotes to the financial statements.

31.1 Certification of the Chief Executive Officer under Section 302 of the Sarbanes - Oxley Act of
2002.

31.2 Certification of the Chief Financial Officer under Section 302 of the Sarbanes - Oxley Act of
2002.

32.1 Certification of the Chief Executive Officer under Section 906 of the Sarbanes - Oxley Act of
2002.

322 Certification of the Chief Financial Officer under Section 906 of the Sarbanes - Oxley Act of
2002.

* Indicates management contract or compensatory plan or
arrangement.

(b) Reports on Form 8-K.

8-K July 3, 2003 Attaching news release providing guidance on second quarter and Year
2003 earnings.

8-K July 18, 2003 Attaching news release announcing second quarter earnings conference
call.

8-K July 23, 2003 Attaching news release announcing Second Quarter 2003 earnings, and

making Item 9 - Reg FD Disclosure and Item 12 - Results of Operations
and Financial Condition (pursuant to SEC Release Nos. 33-8216 and
34-47583) disclosures.

8-K August 27, 2003 Attaching news release announcing third quarter dividend.

8-K September 18,2003  Making Reg FD Disclosure on presentation to be made to RBC Capital
Markets Financial Institutions Conference on 9-18-03.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to
be signed on its behalf by the undersigned thereunto duly authorized.
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November 13, 2003

BY: /s/ Gregory F. Ehlinger

GREGORY F. EHLINGER
CHIEF FINANCIAL OFFICER

BY: /s/ Jody A. Littrell

JODY A. LITTRELL
CORPORATE CONTROLLER
(Chief Accounting Officer)
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