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COMPANY PROFILE

First Midwest Bancorp, Inc. is a relationship-focused financial
institution headquartered in the Chicago suburb of Itasca, Illinois.
We are one of lllinois’ largest independent publicly-traded bank
holding companies.

Our principal subsidiary, First Midwest Bank, and other affiliates
provide a full range of commercial, treasury management,
equipment leasing, retail, wealth management, trust and private
banking products and services to commercial and industrial,
commercial real estate, municipal, and consumer clients. We do
so through over 130 locations in metropolitan Chicago, northwest
Indiana, central and western lllinois, and eastern lowa. Our
service areas include a mixture of urban, suburban, and rural
markets that contain a diversified mix of industry groups, including
manufacturing, health care, pharmaceutical, higher education,
wholesale and retail trade, service, and agriculture.

We have over $14 billion in assets and approximately

$11 billion in trust assets under management. We are committed
to meeting the financial needs of the people and businesses in the
communities where we live and work. We seek to be our clients’
most trusted financial partner and to help our clients achieve
financial success.

ADDITIONAL INFORMATION

Visit the Investor Relations section of our website,
FirstMidwest.com/InvestorRelations, for stock and dividend
information, quarterly earnings and news releases, online annual
reports, links to SEC filings, and other Company information.

NEW HEADQUARTERS LOCATION

In May 2018, we will be relocating our headquarters to
8750 W. Bryn Mawr Avenue, Suite 1300, Chicago, Illinois 60631,
in Chicago’s O’Hare corridor.
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To Our Stockholders,

2017 was a transformational year for First Midwest — one in
which our multi-year efforts to expand and diversify our business
was clearly evident. The First Midwest of today is stronger than
ever with the talent, products, geographic reach and scale
necessary to deliver value to our clients and, by extension,
stockholders. This value, we believe, extends from our collective
commitment to helping our clients achieve financial success.

As we work to build a larger, more diverse business, we
continue to strengthen our leadership. Over the past two years,
we have added talent and experience to our executive and
senior management teams across our business. The underlying
transitions have been smooth, providing new experience and
perspectives. As a result, we entered 2017 with not only the
momentum of 2016 as a tailwind but also having prepared
ourselves to accelerate our business growth and navigate the
greater regulatory costs and expectations attendant to growing
beyond $10 billion in assets.

Michael L. Scudder

In early January 2017, we closed on our acquisition of Standard Chaisman: President and Chief Exeoutive Officer
Bancshares, Inc. (“Standard”), the largest in our 35-year history, First Midwest Bancorp, Inc.
and proceeded to successfully combine our teams, clients and

operating systems. In February, we opportunistically acquired Premier Asset Management LLC (“Premier”) which, along with
Standard, expanded our wealth management services and added approximately $1 billion in trust assets under management.
Through these acquisitions, we further strengthened our position as a market leader in metro Chicago and became lllinois’

3rd largest provider of wealth management services.

Our financial performance in 2017 was reflective of this transformation and, as expected, the significant transitional
costs attendant to execution and building future momentum. The magnitude and timing of the Tax Cuts and Jobs Act
also greatly impacted our 2017 results, requiring us to revalue

EARNINGS PER SHARE our deferred tax assets downward and opportunistically execute on
strategies to maximize the differential tax benefits going forward.
— ";'35 These actions weighed on 2017 performance, while creating
$113 $1.22 significant earnings momentum for 2018 and beyond as we benefit
from both growth and lower corporate tax rates.
First Midwest closed the year at $14.1 billion in assets, a level
$0.96 23% greater than 2016. Certain costs, such as those attendant to
acquisitions as well as tax reform, significantly impacted reported
! earnings for both 2017 and 2016. After adjusting for these costs,
2015 2016 2017 earnings totaled $136.6 million or $1.35 per share in 2017.
I Eomings per share Eamings per share, adjusted This underlying operating performance represents meaningful
improvement of 41% and 11%, respectively.




We therefore look to 2018 with heightened optimism, ready to build on the investments of 2017. Operating
leverage, higher interest rates as well as the benefits of lower corporate taxes are expected to expand earnings
and further strengthen capital. As a result, we are well-
positioned for continued investment in our business and
colleagues to better deliver on our promise to our clients —
helping them achieve financial success.

... we are well-positioned for continued
investment in our business and our colleagues
to better deliver on our promise to our clients —
helping them achieve financial success.

Toward that aim, in early 2018, we launched “Delivering
Excellence.” This company-wide initiative represents a
natural progression to leverage colleagues, technology and scale to provide an even better client experience
as well as a more efficient platform for growth. By doing so, we further our commitment to our clients and
enhance the value of our business all of which inures to the long-term benefit of our stockholders.

2017 PERFORMANCE

Performance in 2017 benefited from sales success across business lines as well as our strategic acquisitions

of Standard and Premier. Reported earnings for 2017 increased 7% to $98.4 million while earnings per share
declined by 16% to $.96 per share. Both 2017 and 2016 were impacted by certain significant costs, largely
attendant to business acquisitions as well as tax reform. These costs totaled $39.1 million and $5.9 million net
of tax in 2017 and 2016 respectively, making operating comparisons difficult. Adjusting for their impact offers
better perspective on 2017’s underlying operating performance and 2018’s momentum. On this same basis,
our return on tangible common equity improved some 160 basis points to 13.1% and represented a level of
performance amongst the top of our peers.

This level of performance reflects the hard work and focus of our colleagues. Their achievements during the
year, even more impressive against a backdrop of accelerated growth, demonstrate their commitment and are
highlighted by:

B The addition of $2.6 hillion in assets, over $300 million in trust assets under management, 65,000 clients and
300 colleagues through our acquisition of Standard.

The successful integration of colleagues and clients to our existing operating platform strengthened our
teams, provided improved operating efficiency an greatly enhanced our position as a market leader in
metro Chicago.

B Robust and diverse loan growth.

Loans outstanding increased approximately 7% away from acquired growth, largely on the strength
of expanded commercial and consumer lending.

B A strong core deposit foundation.

Core deposits comprise 85% of total deposits. The mix and granularity of this important funding source
serve as a meaningful performance advantage as interest rates move higher.

B A market-leading wealth management husiness.

In February 2017, we acquired Premier, which added $550 million in trust assets under management to our
wealth management business. Further aided by Standard and strong organic sales, wealth revenues for 2017
increased 25% from 2016 and assets under management grew to nearly $11 billion.

(continued) 3
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B An improved and more flexible capital foundation.
Expanded earnings and proactive management have PERFORMANCE HIGHLIGHTS
quickly replenished and strengthened our capital foundation
following our acquisitions of Standard and Premier. As a

result, we closed 2017 with regulatory capital levels at or $1.35
higher than we ended 2016. In February 2018, we were Ao/
therefore pleased to announce a 10% increase in our 11
quarterly cash dividend to $.11 per share, demonstrating EARNINGS, EARNINGS PER TOTAL ASSETS
our confidence in the Company and our business strategy. ADJUSTED SHARE, ADJUSTED
This represents the 141st consecutive cash dividend paid
by First Midwest since its inception in 1983. 9.7%
B The successful expansion of our risk management process Zap
and handling of heightened regulatory expectations.
In 2017, we successfully navigated the various regulatory CET 1TO AVERAGE CORE
, . NN RISK-WEIGHTED DEPOSITS
requirements and expectations for an institution greater than ASSETS
$10 billion in assets. We supplemented our risk governance
structure, formally chartering the Enterprise Risk Committee $2.6B
of the Board as well as successfully expanded our capital A
management process to comply with the prescriptive stress

testing requirements of the Dodd-Frank Act. Separately,

illi FEE-BASED EFFICIENCY STANDARD ASSETS
F)ur performance for 2017 absorbed the loss of $6 million e L ACQUIRED 1.6.17
in revenues over the 2nd half of 2017 as mandated by the

regulatory limits on debit card interchange fees.

CELEBRATING OUR PAST AS WE LOOKTO OUR FUTURE

In 2018, we celebrate 35 years as First Midwest Bancorp, Inc. The accomplishments over these many years stand as

a testament to not only the foresight of our founders but also the many contributions of our colleagues and collective
mission to help clients achieve financial success. Our relationship-based approach to banking has been a long-standing
strength that has served our clients, communities and stockholders well.

First Midwest’s longevity is rooted in this mission, listening to our clients and adapting to their needs — delivering what
they define success to be versus what we believe it to be. In some ways, we are a different Company today, larger, with
greater business diversity and geographic reach. But at the same time, our beliefs and values have not changed. This
willingness to listen, adapt, and deliver the service excellence our clients expect from us has and continues to set

First Midwest apart from our competition.

We are very proud of the part we have played in helping our clients and serving our communities over these many years.
At the same time, we have never been a company that rests on our laurels. Current business momentum positions us for
significant growth in earnings and capital generation over the next year. We also recognize that continuing investment in
our business, colleagues and communities are key to future success.



COLLEAGUES AND COMMUNITY INVESTMENT

Colleagues and the communities we serve have long stood at the center of our success. We are proud to take an
active role in the communities in which we operate, providing leadership and working to make each community
a better place to live and conduct business. These words are as true today as they were 35 years ago.

Through active involvement, we support organizations across our markets, helping contribute to business
growth and retention efforts that enhance economic vitality.

Colleagues provide thousands of volunteer hours to a variety of organizations in our communities. Through

the Company and the First Midwest Charitable Foundation we provide financial support to many of these same
organizations. The organizations we assist provide vital services in our communities and include hospitals,
free medical clinics, numerous United Way Agencies and the American Red Cross, to name just a few.

We conduct financial literacy programs for individuals through various community groups and have facilitated
programs for small businesses as they look to build and expand their business.

In 2017, we were very pleased to provide further tangible recognition of the importance of our colleagues and
communities through increases to our hourly rate of minimum pay, a special bonus to nearly 85% of
our colleagues and a $2 million contribution to the First Midwest Charitable Foundation.

“DELIVERING EXCELLENCE”

Providing our clients with product and service excellence also requires the continuous pursuit of better ways

to deliver those products and services to our clients when and how they need them. Technological advancement
and innovation continues to transform the world around us, evolving clients’ expectations and needs while

at the same time creating new opportunities to better meet those expectations and needs. Navigating this
transformation requires us to continue to do what we have successfully done throughout our history — strive to
meet the needs of our clients. First Midwest, as a larger Company, has the ability to leverage the investments we
have made and will continue to make in our colleagues, systems and processes to better deliver on our service
commitment and create opportunities for growth.

During the fourth quarter of 2017, we began work on our “Delivering Excellence” initiative. It represents a multi-
year, enterprise-wide effort that, when complete, will expand our ability to enrich our clients’ experience, enhance
and improve our delivery of service excellence and drive greater operational efficiency. Its success will solidify our
competitive advantage and provide a platform for future growth.

BOARD DEVELOPMENTS

First Midwest’s accomplishments are in no small part the result of the counsel and effectiveness of our Board.
2017 stands as no exception to that effort and reflects the natural board member transitions that occur within
a healthy, longstanding company such as First Midwest.

In November of 2017, Robert P. O'Meara stepped aside as our Chairman of the Board and recently announced
his intent to retire as a director in May of 2018. Bob, over these past 35 years, has helped guide First Midwest
from inception to the Company that it has become today, serving as both its Chief Executive Officer and Chairman
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of the Board. His contributions are many and his counsel has been invaluable to First Midwest.

On behalf of the Company, Board and our colleagues here at First Midwest, | want to take this opportunity to thank Bob
for his valued leadership and many years of loyal and dedicated service.

Bob has been named Chairman Emeritus of the Company and will continue to serve as a director of First Midwest Bank,
so that we may continue to benefit from his substantial banking experience and valued judgment.

Responsively, in November, the Board announced my appointment as Chairman of the Board of First Midwest Bancorp
and appointed J. Stephen Vanderwoude as Lead Independent Director. Steve, who has served as a Director over the past
25 years, brings significant experience with our Company, our industry and corporate governance to the board.

In February of 2018, Patrick J. McDonnell, who has served on the Board for the past 11 years, the last 7 as Chairman of
our Audit Committee, announced his decision to retire upon the expiration of his term in May of 2018. | would again take
this opportunity to acknowledge Pat’s meaningful contributions to our Board and Company and thank him for his loyal and
dedicated service. Stephen C. Van Arsdell, who has served as Vice Chair of the Committee since 2016, has been named
to serve as Audit Chair following Pat’s retirement.

IN CLOSING

2017 was a transformational year for our Company. The First Midwest of today remains centered on helping our clients
achieve financial success. At the same time, with over $14 billion in assets, 380,000 clients and 2,200 colleagues, our
business is larger, more diverse and has greater geographic and economic reach. We enter 2018 with significant underlying
earnings momentum, ready to further leverage the investments made in our colleagues and our business over the course

of 2016 and 2017.

As we look to the future, we continue to take confidence from the success of our past. An unwavering commitment to
meeting the needs of our clients has stood at the core of our achievements over these past 35 years. Now, as a larger
Company, we are well positioned to leverage the investments we have made and will continue to make in our colleagues,
systems and processes. By doing so, we better deliver on our vision to serve as our clients’ most trusted financial partner
and provide the service excellence they have come to rely on.

The character, engagement and talent that our colleagues bring to work each day assures me that our future is bright
and positions us well to deliver long term value to you, our stockholders. As always, | am most appreciative of your
confidence and investment in First Midwest.

%M/@

Michael L. Scudder,
Chairman of the Board, President and Chief Executive Officer
First Midwest Bancorp, Inc.
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Michael L. Scudder ©

Chairman of the Board, President and
Chief Executive Officer

First Midwest Bancorp, Inc.

Barbara A. Boigegrain 2 4.9

Chief Executive Officer

and General Secretary

Wespath Benefits and Investments
(Pension, Health and Welfare Benefit
Trustee and Administrator)

Thomas L. Brown . ®

Senior Vice President and
Chief Financial Officer

RLI Corp.

(Specialty Insurance Company)

Brother James Gaffney, FSC 2 4 5
President Emeritus

Lewis University

(Catholic and Lasallian University)

Phupinder S. Gill @,

Former Chief Executive Officer
CME Group Inc.

(Global Derivatives Marketplace
and Exchange)

BOARD COMMITTEES

Kathryn J. Hayley . 2)

Chief Executive Officer

Rosewood Advisory Services, LLC
Former Executive Vice President
UnitedHealthcare

(Diversified Healthcare Company)

Peter J. Henseler 2. 4

President

TOMY International

(Toys and Infant Products Designer
and Marketer)

Patrick J. McDonnell @ 3.5

President and Chief Executive Officer
The McDonnell Company LLC
Former Partner and

Director of Global Assurance
PricewaterhouseCoopers LLP
(Accounting Firm)

Frank B. Modruson . 3
President

Modruson & Associates, LLC
Former Partner and

Chief Information Officer
Accenture plc

(Professional Services Firm)

Robert P. 0’Meara
Retired Chairman of the Board
First Midwest Bancorp, Inc.

Ellen A. Rudnick 2 4

Senior Advisor and Adjunct
Professor of Entrepreneurship
University of Chicago

Booth School of Business
(Private University)

Mark G. Sander

Senior Executive Vice President
and Chief Operating Officer
First Midwest Bancorp, Inc.

Michael J. Small @, 3

Former President and Chief Executive Officer
Gogo, Inc.

(Airborne Communications Service Provider)

Stephen C. Van Arsdell . 4

Former Senior Partner,

Chairman and Chief Executive Officer
Deloitte & Touche LLP

(Accounting Firm)

J. Stephen Vanderwoude @ 4.5

Lead Independent Director

First Midwest Bancorp, Inc.

Former Chairman and Chief Executive Officer
Madison River Communications Corp.
(Operator of Rural Telephone Companies)

(1) Audit Committee (2) Compensation Committee (3) Enterprise Risk Committee (4) Nominating & Corporate Governance Committee (5) Advisory Committee
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Executive Vice President and
Chief Human Resources Officer

Nicholas J. Chulos
Executive Vice President, General Counsel
and Corporate Secretary
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Michael L. Scudder
Chairman of the Board and
Chief Executive Officer

Mark G. Sander
Vice Chairman of the Board
and President

Patrick S. Barrett
Executive Vice President and
Chief Financial Officer

Jo Ann Boylan
Executive Vice President and
Chief Information and Operations Officer

Kathleen S. Carroll
Executive Vice President and
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Nicholas J. Chulos
Executive Vice President, General Counsel
and Corporate Secretary

Robert P. Diedrich
Executive Vice President and
Director of Wealth Management

James P. Hotchkiss
Executive Vice President and Treasurer

Michael W. Jamieson
Executive Vice President and
Director of Commercial Banking

James P. Hotchkiss
Executive Vice President
and Treasurer

Jeff C. Newcom
Executive Vice President and
Chief Risk Officer

Jeff C. Newcom
Executive Vice President and
Chief Risk Officer

Thomas M. Prame
Executive Vice President and Director of
Strategic Planning and Consumer Banking

Michael C. Spitler
Executive Vice President and
Chief Credit Officer

James V. Stadler
Executive Vice President and
Chief Marketing and Communications Officer

Angela L. Putnam
Senior Vice President and
Chief Accounting Officer
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PART 1

ITEM 1. BUSINESS

First Midwest Bancorp, Inc.

" on n

First Midwest Bancorp, Inc. (the "Company," "we," "us," or "our") is a Delaware corporation incorporated in 1982 and
headquartered in the Chicago suburb of Itasca, Illinois. The Company is one of Illinois' largest independent publicly-traded bank
holding companies, with assets of $14.1 billion as of December 31, 2017, and is registered under the Bank Holding Company Act
of 1956, as amended (the "BHC Act"). The Company's common stock, $0.01 par value per share ("Common Stock"), is listed on
the NASDAQ Stock Market and trades under the symbol "FMBL."

In 1983, the Company became a bank holding company through the simultaneous acquisition of over 20 affiliated financial
institutions. Our principal subsidiary, First Midwest Bank (the "Bank"), is an Illinois state-chartered bank and provides a broad
range of commercial, retail, treasury management, and wealth management products and services to commercial and industrial,
commercial real estate, municipal, and consumer customers. The Bank operates primarily throughout the Chicago metropolitan
area as well as northwest Indiana, central and western Illinois, and eastern lowa, through 135 banking locations.

The Company maintains a philosophy that focuses on helping its customers achieve financial success through its long-standing
commitment to delivering highly-personalized service. The Company has grown and expanded its market footprint by opening
new locations, growing existing locations, enhancing its internet and mobile capabilities, and acquiring financial institutions,
branches, and non-banking organizations. As of December 31, 2017, the Company and its subsidiaries employed a total of 2,152
full-time equivalent employees.

Subsidiaries

The Company is responsible for the overall conduct, direction, and performance of its subsidiaries. In addition, the Company
provides various services to its subsidiaries, establishes policies and procedures, and provides other resources as needed, including
capital. As of December 31, 2017, the following were the Company's primary subsidiaries:

First Midwest Bank

The Bank, through its predecessors, has provided banking services for over 75 years and offers a variety of financial products and
services that are designed to meet the financial needs of the customers and communities it serves. As of December 31, 2017, the
Bank had total assets of $14.0 billion, total loans of $10.4 billion, and total deposits of $11.2 billion.

The Bank operates the following wholly-owned subsidiaries:

*  First Midwest Equipment Finance Co. ("FMEF"), an Illinois corporation providing equipment loans and leases and
commercial financing alternatives to traditional bank financing.

*  First Midwest Securities Management, LLC, a Delaware limited liability company managing investment securities.

*  Synergy Property Holdings, LLC, an Illinois limited liability company managing the majority of the Bank's other real
estate owned ("OREQ") properties.

*  Plank Road, LLC, an Illinois limited liability company acquired during 2016 that manages certain of the Bank's OREO
properties.

»  First Midwest Holdings, Inc., a Delaware corporation managing investment securities, principally municipal obligations,
and providing corporate management services to its wholly-owned subsidiary, FMB Investments Ltd., a Bermuda
corporation. FMB Investments Ltd. manages investment securities.

e TheBoulevard, Inc., an Indiana corporation acquired during 2017 that provides insurance brokerage services to individual
and institutional customers.

Catalyst Asset Holdings, LL.C

Catalyst Asset Holdings, LLC ("Catalyst"), an Illinois limited liability company, manages certain non-performing assets of the
Company. Catalyst has one wholly-owned subsidiary, Restoration Asset Management, LLC, an Illinois limited liability company
that manages Catalyst's OREO properties.

Premier Asset Management LLC

Premier Asset Management, LLC ("Premier"), an Illinois limited liability company, is a registered investment advisor under the
Investment Advisors Act of 1940. Premier provides wealth management services to individual and institutional customers.



First Midwest Capital Trust I, Great Lakes Statutory Trust II, and Great Lakes Statutory Trust IIT

First Midwest Capital Trust I ("FMCT"), a Delaware statutory business trust, was formed in 2003. Great Lakes Statutory Trust II
("GLST II") and Great Lakes Statutory Trust III ("GLST III") are Delaware statutory business trusts formed in 2005 and 2007,
respectively, that were acquired through an acquisition. These trusts were established for the purpose of issuing trust-preferred
securities and lending the proceeds to the Company in return for junior subordinated debentures of the Company. The Company
guarantees payments of distributions on the trust-preferred securities and payments on redemption of the trust-preferred securities
on a limited basis.

FMCT, GLST II, and GLST III qualify as variable interest entities for which the Company is not the primary beneficiary.
Consequently, the accounts of those entities are not consolidated in the Company's financial statements. However, the combined
$50.7 million in trust-preferred securities held by the three trusts as of December 31, 2017 are included in Tier 1 capital of the
Company for regulatory capital purposes. For additional discussion of the regulatory capital treatment of trust-preferred securities,
see the section of this Item 1 titled "Capital Requirements" below.

Segments

The Company has one reportable segment. The Company's chief operating decision maker evaluates the operations of the Company
using consolidated information for purposes of allocating resources and assessing performance.

Our Business

The Bank has been in the business of commercial and retail banking for over 75 years, attracting deposits, making loans, and
providing treasury and wealth management services. The Bank operates in the most active and diverse markets in Illinois, including
the metropolitan Chicago market and central and western Illinois. The Bank's other market areas include northwestern Indiana
and eastern Iowa. These areas encompass urban, suburban, and rural markets, and contain a diversified mix of industry groups.

No individual or single group of related accounts is considered material in relation to the assets or deposits of the Bank or in
relation to the overall business of the Company. The Bank does not engage in any sub-prime lending, nor does it engage in
investment banking activities.

Deposit and Retail Services

The Bank offers a full range of deposit products and services, including checking, NOW, money market, and savings accounts
and various types of short and long-term certificates of deposit. These products are tailored to our market areas at competitive
rates. In addition to these products, the Bank offers debit and automated teller machine ("ATM") cards, credit cards, internet and
mobile banking, telephone banking, and financial education services.

Corporate and Consumer Lending

The Bank originates commercial and industrial, agricultural, commercial real estate, and consumer loans, primarily to businesses
and residents in the Bank's market areas. In addition to originating loans, the Bank offers capital market products to commercial
customers, which include derivatives and interest rate risk mitigation products. The Bank's largest category of lending is commercial
real estate, followed by commercial and industrial. For detailed information regarding the Company's loan portfolio, see the "Loan
Portfolio and Credit Quality" section of "Management's Discussion and Analysis of Financial Condition and Results of Operations"
in Item 7 of this Form 10-K.

Commercial and Industrial and Agricultural Loans

The Bank provides commercial and industrial loans to middle market businesses generally located in the Chicago metropolitan
area. Our broad range of financing products includes working capital loans and lines of credit, accounts receivable financing,
inventory and equipment financing, and select sector-based lending, such as healthcare, asset-based lending, structured finance,
and syndications. The Bank provides agricultural loans to meet seasonal production, equipment, and farm real estate borrowing
needs of individual and corporate crop and livestock producers.

Commercial Real Estate Loans

The Bank provides a wide array of financing products to developers, investors, other real estate professionals, and owners of
various businesses, which include funding for the construction, purchase, refinance, or improvement of commercial real estate
properties. The mix of properties securing the loans in the Bank's commercial real estate portfolio are balanced between owner-
occupied and investor categories and are diverse in terms of type and geographic location, generally within the Bank's markets.



Consumer Loans

Consumer loan products include mortgages, home equity lines and loans, personal loans, specialty loans, and auto loans. These
products are generally provided to the residents who live and work within the Bank's market areas.

Treasury Management

Our treasury management products and services provide commercial customers the ability to manage cash flow. These products
include receivable services such as Automated Clearing House ("ACH") collections, lockbox, remote deposit capture, and financial
electronic data interchange, payables and payroll services such as wire transfer, account reconciliation, controlled disbursement,
direct deposit, and positive pay, information reporting services, liquidity management, corporate credit cards, fraud prevention,
and merchant services.

Wealth Management

The Bank's wealth management group and Premier provide investment management services to institutional and individual
customers, including corporate and public retirement plans, foundations and endowments, high net worth individuals, and multi-
employer trust funds. Services include fiduciary and executor services, financial planning solutions, investment advisory services,
employee benefit plans, and private banking services. These services are provided through credentialed investment, legal, tax, and
wealth management professionals who identify opportunities and provide services tailored to our customers' goals and objectives.

Growth and Acquisitions

In the normal course of business, the Company explores potential opportunities for expansion in our core markets and adjacent
areas through organic growth and the acquisition of banking and non-banking organizations. As a matter of policy, the Company
generally does not comment on any dialogue or negotiations with potential targets or possible acquisitions until a definitive
acquisition agreement is signed. The Company's ability to engage in certain merger or acquisition transactions depends on the
bank regulators' views at the time as to the capital levels, quality of management, and overall condition of the Company, in addition
to their assessment of a variety of other factors. The Company has announced and successfully completed a number of acquisitions,
which include the following recent transactions:

During 2017, the Company completed the acquisitions of Standard Bancshares, Inc. ("Standard"), the holding company for Standard
Bank and Trust Company, and Premier, a registered investment advisor.

During 2016, the Company completed the acquisition of NI Bancshares Corporation ("NI Bancshares"), the holding company for
The National Bank & Trust Company of Sycamore.

During 2015, the Company completed the acquisition of Peoples Bancorp, Inc. ("Peoples"), the holding company for The Peoples'
Bank of Arlington Heights.

During 2014, the Company completed the acquisitions of the Chicago area banking operations of Banco Popular North America
("Popular"), doing business as Popular Community Bank, the south suburban Chicago-based Great Lakes Financial Resources,
Inc. ("Great Lakes"), the holding company for Great Lakes Bank, National Association, and National Machine Tool Financial
Corporation ("National Machine Tool"), now known as FMEF.

Additional detail regarding certain recent acquisitions is contained in Note 3 of "Notes to the Consolidated Financial Statements"
in Item 8 of this Form 10-K.

Competition

The banking and financial services industry in the markets in which the Company operates (and particularly the Chicago
metropolitan area) is highly competitive. Generally, the Company competes with other local, regional, national, and internet banks
and savings and loan associations, personal loan and finance companies, credit unions, mutual funds, credit funds, and investment
brokers.

Competition is driven by a number of factors, including interest rates charged on loans and paid on deposits, the ability to attract
new deposits, the scope and type of banking and financial services offered, the hours during which business can be conducted,
the location of bank branches and ATMs, the availability, ease of use, and range of banking services provided on the internet and
through mobile devices, the availability of related services, and a variety of additional services, such as wealth management
services.

In providing investment advisory services, the Company also competes with retail and discount stockbrokers, investment advisors,
mutual funds, insurance companies, and other financial institutions for wealth management customers. Competition is generally
based on the variety of products and services offered to customers and the performance of funds under management. The Company's
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main competitors are financial service providers both within and outside of the geographic areas in which the Company maintains
offices.

The Company faces competition in attracting and retaining qualified employees. Its ability to continue to compete effectively will
depend on its ability to attract new employees and retain and motivate existing employees.

Intellectual Property

Intellectual property is important to the success of our business. We own a variety of trademarks, service marks, trade names, and
logos and spend time and resources maintaining our intellectual property portfolio. We control access to our intellectual property
through license agreements, confidentiality procedures, non-disclosure agreements with third-parties, employment agreements,
and other contractual arrangements protecting our intellectual property.

Supervision and Regulation

The Bank is an Illinois state-chartered bank and a member of the Federal Reserve System. The Board of Governors of the Federal
Reserve System (the "Federal Reserve") has the primary federal authority to examine and supervise the Bank in coordination with
the Illinois Department of Financial and Professional Regulation (the "IDFPR"). The Company is a single bank holding company
and is also subject to the primary regulatory authority of the Federal Reserve. The Company and its subsidiaries are also subject
to extensive secondary regulation and supervision by various state and federal governmental regulatory authorities, including the
Federal Deposit Insurance Corporation ("FDIC"), which insures deposits and assets covered by loss share agreements with the
FDIC (the "FDIC Agreements"), and the United States ("U.S.") Department of the Treasury (the "Treasury"), which enforces
money laundering and currency transaction regulations. As a public company, the Company is also subject to the regulatory
authority of the U.S. Securities and Exchange Commission (the "SEC") and the disclosure and regulatory requirements of the
Securities Act of 1933, as amended (the "Securities Act"), and the Securities Exchange Act of 1934, as amended (the "Exchange
Act").

Federal and state laws and regulations generally applicable to financial institutions regulate the Company's and the subsidiaries'
scope of business, investments, reserves against deposits, capital levels, the nature and amount of collateral for loans, the
establishment of branches, mergers, acquisitions, dividends, and other matters. This supervision and regulation is intended primarily
for the protection of the FDIC's deposit insurance fund ("DIF"), a bank's depositors, and the stability of the U.S. financial system,
rather than the stockholders of a financial institution.

The following sections describe the significant elements of the material statues and regulations affecting the Company and its
subsidiaries, some of which are not yet effective or remain subject to ongoing revision and rulemaking.

The regulations, policies, and supervisory guidance applicable to the Company and its subsidiaries, and the manner in which
market practices and structures develop around such regulations, could have a material adverse effect on our business, financial
condition, and results of operations. Recent political developments have added additional uncertainty to the implementation, scope,
and timing of these regulatory reforms. The Company cannot accurately predict the nature or the extent of the effects that any
such developments will have on its business and earnings or its competitors. These and other risks are discussed in more detail in
Item 1A, "Risk Factors" of this Form 10-K.

Bank Holding Company Act of 1956

Generally, the BHC Act governs the acquisition and control of banks and non-banking companies by bank holding companies and
requires bank holding companies to register with the Federal Reserve. The BHC Act requires a bank holding company to file an
annual report of its operations and such additional information as the Federal Reserve may require. A bank holding company and
its subsidiaries are subject to examination and supervision by the Federal Reserve.

The BHC Act, the Bank Merger Act, and other federal and state statutes regulate acquisitions of commercial banks. The BHC Act
requires the prior approval of the Federal Reserve for the direct or indirect acquisition by a bank holding company of more than
5.0% of the voting shares of a commercial bank or its holding company. Under the BHC Act or the Bank Merger Act, the prior
approval of the Federal Reserve or other appropriate bank regulatory authority is required for a bank holding company to acquire
another bank or for a member bank to merge with another bank or purchase the assets or assume the deposits of another bank. In
reviewing applications seeking approval of merger and acquisition transactions, the bank regulatory authorities will consider,
among other things, the competitive effect and public benefits of the transactions, the capital position of the combined organization,
the risks to the stability of the U.S. banking or financial system, the applicant's managerial and financial resources, the applicant's
performance record under the Community Reinvestment Act of 1977, as amended (the "CRA"), fair housing laws and other
consumer compliance laws, and the effectiveness of the banks in combating money laundering activities.

In addition, the BHC Act prohibits (with certain exceptions) a bank holding company from acquiring direct or indirect control or
ownership, or control of more than 5.0% of the voting shares of any "non-banking" company unless the non-banking activities
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are found by the Federal Reserve to be "so closely related to banking as to be a proper incident thereto." Under current regulations
of the Federal Reserve, a bank holding company and its non-bank subsidiaries are permitted to engage in such banking-related
business ventures as consumer finance, equipment leasing, data processing, mortgage banking, financial and investment advice,
securities brokerage services, and other activities.

The Gramm-Leach-Bliley Act of 1999, as amended (the "GLB Act"), allows certain bank holding companies to elect to be treated
as a financial holding company (an "FHC") that may offer customers a more comprehensive array of financial products and
services. Such products and services may include insurance and securities underwriting and agency activities, merchant banking,
and certain investment management activities. Activities that are "complementary" to financial activities are also authorized. Under
the GLB Act, the Federal Reserve may not permit a company to register or maintain status as an FHC if the company or any of
its insured depository institution subsidiaries are not well-capitalized and well managed. The Federal Reserve may prohibit an
FHC from engaging in otherwise permissible activities at its supervisory discretion. In addition, for an FHC to commence any
new activity permitted by the BHC Act or to acquire a company engaged in any new activity permitted by the BHC Act, each
insured depository institution subsidiary of the FHC must have received a rating of at least "satisfactory” in its most recent
examination under the CRA. The Company has not elected to be an FHC.

Transactions with Affiliates

Any transactions between the Bank and the Company and their respective subsidiaries are regulated by the Federal Reserve. The
Federal Reserve's regulations limit the types and amounts of covered transactions engaged in between the Company and the Bank
and generally require those transactions to be on terms at least as favorable to the Bank as if the transaction were conducted with
an unaffiliated third-party. Covered transactions are defined by statute to include:

*  Aloan or extension of credit, as well as a purchase of securities issued by an affiliate.

*  The purchase of assets from an affiliate, unless otherwise exempted by the Federal Reserve.
e Certain derivative transactions that create a credit exposure to an affiliate.

*  The acceptance of securities issued by an affiliate as collateral for a loan.

« The issuance of a guarantee, acceptance, or letter of credit on behalf of an affiliate.

In general, these regulations require that any extension of credit by the Bank (or its subsidiaries) with an affiliate must be secured
by designated amounts of specified collateral and must be limited to certain thresholds on an individual and aggregate basis.

The Bank is also limited as to how much and on what terms it may lend to its insiders and the insiders of its affiliates, including
executive officers and directors.

Source of Strength

Federal Reserve policy and federal law require bank holding companies to act as a source of financial and managerial strength to
their subsidiary banks. Under this requirement, a holding company is expected to commit resources to support its bank subsidiary
even at times when the holding company may not be in a financial position to provide such resources or when the holding company
may not be inclined to provide it. Any capital loans by a bank holding company to its subsidiary bank are subordinate in right of
payment to deposits and to certain other indebtedness of such subsidiary bank. In the event of a bank holding company's bankruptcy,
any commitment by the bank holding company to a federal bank regulatory agency to maintain the capital of a bank subsidiary
will be assumed by the bankruptcy trustee and entitled to priority of payment.

Community Reinvestment Act of 1977

The CRA requires depository institutions to assist in meeting the credit needs of their market areas consistent with safe and sound
banking practices. Under the CRA, each depository institution is required to help meet the credit needs of its market areas by,
among other things, providing credit to low-income and moderate-income individuals and communities. Federal regulators conduct
CRA examinations on a regular basis to assess the performance of financial institutions and assign one of four ratings to the
institution's record of meeting the credit needs of its community. Banking regulators take into account CR A ratings when considering
approval of a proposed merger or acquisition. As of its last examination report issued in May of 2017, the Bank received a rating
of "outstanding," the highest rating available. The Bank has received an overall "outstanding" rating in each of its CRA performance
evaluations since 1998.

Financial Privacy

Under the GLB Act, a financial institution may not disclose non-public personal information about a consumer to unaffiliated
third-parties unless the institution satisfies various disclosure requirements and the consumer has not elected to opt out of the
information sharing. The financial institution must provide its customers with a notice of its privacy policies and practices. The
Federal Reserve, the FDIC, and other financial regulatory agencies issued regulations implementing notice requirements and
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restrictions on a financial institution's ability to disclose non-public personal information about consumers to unaffiliated third-
parties.

Bank Secrecy Act and USA PATRIOT Act

The Bank Secrecy and USA PATRIOT Acts require financial institutions to develop programs to prevent them from being used
for money laundering, terrorist, and other illegal activities. If such activities are detected or suspected, financial institutions are
obligated to file suspicious activity reports with the U.S. Treasury's Office of Financial Crimes Enforcement Network. These rules
require financial institutions to establish procedures for identifying and verifying the identity of customers seeking to open new
accounts. Failure to comply with these sanctions could have serious legal and reputational consequences, including causing
applicable bank regulatory authorities not to approve merger or acquisition transactions.

Office of Foreign Assets Control Regulation

The U.S. imposes economic sanctions that affect transactions with designated foreign countries, nationals, and others. These
sanctions are administered by the U.S. Treasury's Office of Foreign Assets Control ("OFAC"). These sanctions include:
(i) restrictions on trade with or investment in a sanctioned country, including prohibitions against direct or indirect imports from
and exports to a sanctioned country and prohibitions on "U.S. persons" engaging in financial transactions relating to making
investments in, or providing investment-related advice or assistance to, a sanctioned country, and (ii) a blocking of assets in which
the government or specially designated nationals of the sanctioned country have an interest by prohibiting transfers of property
subject to U.S. jurisdiction (including property in the possession or control of U.S. persons). Blocked assets (e.g., property and
bank deposits) cannot be paid out, withdrawn, set off, or transferred in any manner without a license from OFAC. Failure to comply
with these sanctions could have serious legal and reputational consequences for the institution, including causing applicable bank
regulatory authorities not to approve merger or acquisition transactions.

Dodd-Frank Wall Street Reform and Consumer Protection Act

The Dodd-Frank Wall Street Reform and Consumer Protection Act (the "Dodd-Frank Act") significantly restructured the financial
regulatory regime in the U.S. Some of the Dodd-Frank Act's provisions, which are described in more detail below, may have the
consequence of increasing the Company's expenses, decreasing the Company's revenues, and changing the activities in which the
Company chooses to engage.

Enhanced Prudential Standards

The Dodd-Frank Act directed the Federal Reserve to monitor emerging risks to financial stability and enact enhanced supervision
and prudential standards applicable to bank holding companies with total consolidated assets of $50 billion or more and non-bank
covered companies designated as systemically important by the Financial Stability Oversight Council (often referred to as
systemically important financial institutions). The Dodd-Frank Act mandates that certain regulatory requirements applicable to
systemically important financial institutions be more stringent than those applicable to other financial institutions.

In February of 2014, the Federal Reserve adopted rules to implement certain of these enhanced prudential standards. These rules
require publicly traded bank holding companies with $10 billion or more in total consolidated assets to establish risk committees
and require bank holding companies with $50 billion or more in total consolidated assets to comply with enhanced liquidity and
overall risk management standards. The Company has established a risk committee in accordance with this requirement.

Consumer Financial Protection

The Dodd-Frank Act created the Consumer Financial Protection Bureau ("CFPB") as a new and independent unit within the Federal
Reserve.

The powers of the CFPB currently include primary enforcement and exclusive supervision authority for federal consumer financial
laws over insured depository institutions with assets of $10 billion or more, such as the Bank, and their affiliates. This includes
the right to obtain information about an institution's activities and compliance systems and procedures and to detect and assess
risks to consumers and markets.

The CFPB engages in several activities including (i) investigating consumer complaints about credit cards and mortgages,
(i1) launching supervisory programs, (iii) conducting research for and developing mandatory financial product disclosures, and
(iv) engaging in consumer financial protection rulemaking.

The Bank is also subject to a number of regulations intended to protect consumers in various areas, such as equal credit opportunity,
fair lending, customer privacy, identity theft, and fair credit reporting. For example, the Bank is subject to the Federal Truth in
Savings Act, the Home Mortgage Disclosure Act, and the Real Estate Settlement Procedures Act. Electronic banking activities
are subject to federal law, including the Electronic Funds Transfer Act. Wealth management activities of the Bank are subject to
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the Illinois Corporate Fiduciaries Act. Consumer loans made by the Bank are subject to applicable provisions of the Federal Truth
in Lending Act. Other consumer financial laws include the Equal Credit Opportunity Act, Fair Credit Reporting Act, Fair Debt
Collection Practices Act, and applicable state laws.

In addition, state authorities are responsible for monitoring the Company's compliance with all state consumer laws. Failure to
comply with these federal and state requirements could have serious legal and reputational consequences for the Company and
the Bank, including causing applicable bank regulatory authorities not to approve merger or acquisition transactions.

Interchange Fees

Under the Durbin Amendment of the Dodd-Frank Act, the Federal Reserve established a maximum permissible interchange fee
equal to no more than 21 cents plus five basis points of the transaction value for many types of debit interchange transactions.
Interchange fees, or "swipe" fees, are charges that merchants pay to card-issuing banks, such as the Bank, for processing electronic
payment transactions. The Federal Reserve also adopted a rule to allow a debit card issuer to recover one cent per transaction for
fraud prevention purposes if the issuer complies with certain fraud-related requirements required by the Federal Reserve. The
Company is in compliance with these fraud-related requirements. The Federal Reserve also has rules governing routing and
exclusivity that require issuers to offer two unaffiliated networks for routing transactions on each debit or prepaid product. The
interchange fee limitations became effective for the Company on July 1, 2017.

Capital Requirements

The Company and the Bank are each required to comply with applicable capital adequacy standards established by the Federal
Reserve. In July of 2013, the federal bank regulators approved final rules (the "Basel III Capital Rules") implementing the Basel
I1I framework set forth by the Basel Committee on Banking Supervision (the "Basel Committee") as well as certain provisions of
the Dodd-Frank Act.

The Basel III Capital Rules substantially revise the risk-based capital requirements applicable to bank holding companies and
depository institutions, including the Company and the Bank, compared to the prior U.S. risk-based capital rules. The Basel III
Capital Rules define the components of capital and address other issues impacting the numerator in banks' regulatory capital ratios.
The Basel III Capital Rules also address risk weights and other issues impacting the denominator in regulatory capital ratios and
replace the existing risk-weighting approach with a more risk-sensitive approach. In addition, the Basel III Capital Rules implement
the requirements of Section 939A of the Dodd-Frank Act to remove references to credit ratings from the federal banking agencies'
rules. The Basel III Capital Rules became effective for the Company and the Bank on January 1, 2015 (subject to a phase-in
period).

The Basel III Capital Rules, among other things, (i) introduce a new capital measure called "Common Equity Tier 1" ("CET1"),
(i1) specify that Tier 1 capital consist of CET1 and "Additional Tier 1 Capital" instruments meeting specified requirements, (iii)
narrowly define CET1 by requiring that most deductions/adjustments to regulatory capital measures be made to CET1 and not to
the other components of capital, and (iv) expand the scope of the deductions/adjustments compared to existing regulations. Bank
holding companies with less than $15 billion in consolidated assets as of December 31, 2009, such as the Company, are permitted
to include trust-preferred securities in Additional Tier 1 Capital. This treatment is permanently grandfathered as Tier 1 capital even
if the Company should ever exceed $15 billion in consolidated assets due to organic growth. Should the Company exceed $15
billion in consolidated assets as the result of a merger or acquisition, then the Tier 1 treatment of its outstanding trust-preferred
securities will be phased out, but those securities will be treated as Tier 2 capital. As of December 31, 2017, the Company had
$50.7 million of trust-preferred securities included in Tier 1 capital.

When fully phased in on January 1, 2019, the Basel III Capital Rules will require the Company and the Bank to maintain the
following:

* A minimum ratio of CET1 to risk-weighted assets of at least 4.5%, plus a 2.5% "capital conservation buffer" (resulting
in a minimum ratio of CET1 to risk-weighted assets of at least 7.0% upon full implementation).

e A minimum ratio of Tier 1 capital to risk-weighted assets of at least 6.0%, plus the capital conservation buffer (resulting
in a minimum Tier 1 capital ratio of 8.5% upon full implementation).

*  Aminimum ratio of total capital (Tier 1 capital plus Tier 2 capital) to risk-weighted assets of at least 8.0%, plus the capital
conservation buffer (resulting in a minimum total capital ratio of 10.5% upon full implementation).

* A minimum leverage ratio of 4.0%, calculated as the ratio of Tier 1 capital to average assets.
The capital conservation buffer is designed to absorb losses during periods of economic stress. Banking institutions with a ratio

of CET1 to risk-weighted assets above the minimum, but below the conservation buffer, will face constraints on dividends, equity
repurchases, and compensation based on the amount of the shortfall. The implementation of the capital conservation buffer began



on January 1, 2016 at the 0.625% level and will be phased in over a four-year period (increasing by that amount on each subsequent
January 1 until it reaches 2.5% on January 1, 2019).

The Basel IIT Capital Rules also provide for a number of deductions from and adjustments to CET1 to be phased-in over a four-
year period through January 1, 2019 (beginning at 40% on January 1,2015 and an additional 20% per year thereafter). In November
of 2017, the Federal Reserve issued a final rule that retained certain existing transition provisions related to deductions from and
adjustments to CET1. Examples of these include the requirement that mortgage servicing rights, deferred tax assets depending on
future taxable income, and significant investments in non-consolidated financial entities be deducted from CET1 to the extent that
any one such category exceeds 10% of CET1 or all such categories in the aggregate exceed 15% of CET1. Under the Basel III
Capital Rules, the effects of certain accumulated other comprehensive items are included for purposes of determining regulatory
capital ratios; however, the Company and the Bank made a one-time permanent election to exclude these items.

Finally, the Basel I1I Capital Rules prescribe a standardized approach for risk weightings that expanded the risk-weighting categories
from the prior four Basel I-derived categories (0%, 20%, 50%, and 100%) to a much larger and more risk-sensitive number of
categories depending on the nature of the assets, generally ranging from 0% for U.S. government and agency securities to 600%
for certain equity exposures, resulting in higher risk weights for a variety of asset categories.

Management believes that as of December 31, 2017, the Company and the Bank would meet all capital adequacy requirements
under the Basel III Capital Rules on a fully phased-in basis as if such requirements were currently in effect.

In September of 2017, the federal bank regulators proposed to revise and simplify the capital treatment for certain deferred tax
assets, mortgage servicing assets, investments in non-consolidated financial entities and minority interests for banking
organizations, such as the Company and the Bank, that are not subject to the advanced approaches framework. In November of
2017, the federal banking regulators revised the Basel III Rules to extend the current transitional treatment of these items for non-
advanced approaches banking organizations until the September 2017 proposal is finalized. The September 2017 proposal would
also change the capital treatment of certain commercial real estate loans under the standardized approach, which the Company
and the Bank uses to calculate its capital ratios.

In December of 2017, the Basel Committee published standards that it described as the finalization of the Basel III post-crisis
regulatory reforms (the standards are commonly referred to as "Basel IV"). Among other things, these standards revise the Basel
Committee's standardized approach for credit risk (including the recalibration of risk weights and introducing new capital
requirements for certain "unconditionally cancellable commitments," such as unused credit card lines of credit) and provide a new
standardized approach for operational risk capital. Under the Basel framework, these standards will generally be effective on
January 1, 2022, with an aggregate output floor phasing in through January 1,2027. Under the current U.S. capital rules, operational
risk capital requirements and a capital floor apply only to advanced approaches institutions, and not to the Company or the Bank.
The impact of Basel IV on the Company and the Bank will depend on the manner in which it is implemented by the federal bank
regulators.

Prompt Corrective Action

The Federal Deposit Insurance Act, as amended ("FDIA"), requires the federal banking agencies to take "prompt corrective action"
for depository institutions that do not meet the minimum capital requirements. The FDIA includes the following five capital tiers:
"well-capitalized," "adequately capitalized," "undercapitalized," "significantly undercapitalized" and "critically undercapitalized."
A depository institution's capital tier will depend on how its capital levels compare with various relevant capital measures and
certain other factors, as established by regulation. The relevant capital measures are the total risk-based capital ratio, the Tier 1
risk-based capital ratio, the CET1 capital ratio, and the leverage ratio.

A bank will be:

e "Well-capitalized" if the institution has a total risk-based capital ratio of 10.0% or greater, a Tier 1 risk-based capital ratio
of 8.0% or greater, a CET1 capital ratio of 6.5% or greater, and a leverage ratio of 5.0% or greater, and is not subject to
any order or written directive by any such regulatory authority to meet and maintain a specific capital level for any capital
measure.

«  "Adequately capitalized" if the institution has a total risk-based capital ratio of 8.0% or greater, a Tier 1 risk-based capital
ratio of 6.0% or greater, a CET1 capital ratio of 4.5% or greater, and a leverage ratio of 4.0% or greater and is not "well-
capitalized."

e "Undercapitalized" if the institution has a total risk-based capital ratio of less than 8.0%, a Tier 1 risk-based capital ratio
of less than 6.0%, a CET1 capital ratio of less than 4.5%, or a leverage ratio of less than 4.0%.

»  "Significantly undercapitalized" if the institution has a total risk-based capital ratio of less than 6.0%, a Tier 1 risk-based
capital ratio of less than 4.0%, a CET!1 capital ratio of less than 3.0% or a leverage ratio of less than 3.0%.
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e "Critically undercapitalized" if the institution's tangible equity is equal to or less than 2.0% of average quarterly tangible
assets.

An institution may be downgraded to, or deemed to be in, a capital category that is lower than indicated by its capital ratios if it
is determined to be in an unsafe or unsound condition or if it receives an unsatisfactory examination rating for certain matters. A
bank's capital category is determined solely for the purpose of applying prompt corrective action regulations, and the capital
category may not constitute an accurate representation of the bank's overall financial condition or prospects for other purposes.
As of December 31, 2017, the Bank was "well-capitalized" based on its ratios as defined above.

The FDIA prohibits an insured depository institution from accepting brokered deposits or offering interest rates on any deposits
significantly higher than the prevailing rate in the bank's normal market area or nationally (depending upon where the deposits
are solicited), unless it is well capitalized or is adequately capitalized and receives a waiver from the FDIC. A depository institution
that is adequately capitalized and accepts brokered deposits under a waiver from the FDIC may not pay an interest rate on any
deposits in excess of 75 basis points over certain prevailing market areas.

In addition, the FDIA generally prohibits a depository institution from making any capital distributions (including payment of a
dividend) or paying any management fee to its parent holding company if the depository institution would thereafter be
"undercapitalized." "Undercapitalized" institutions are subject to growth limitations and are required to submit a capital restoration
plan. The agencies may not accept such a plan without determining that the plan is based on realistic assumptions and is likely to
succeed in restoring the depository institution's capital. In addition, the depository institution's parent holding company must
guarantee that the institution will comply with the capital restoration plan and must also provide appropriate assurances of
performance for a plan to be acceptable. The aggregate liability of the parent holding company is limited to the lesser of an amount
equal to 5.0% of the depository institution's total assets at the time it became undercapitalized and the amount that is necessary
(or would have been necessary) to bring the institution into compliance with all capital standards applicable to the institution as
of the time it fails to comply with the plan. If a depository institution fails to submit an acceptable plan, it is treated as if it is
"significantly undercapitalized."

"Significantly undercapitalized" depository institutions may be subject to a number of requirements and restrictions, including
orders to sell sufficient voting stock to become "adequately capitalized,”" requirements to reduce total assets, and cessation of
receipt of deposits from correspondent banks. "Critically undercapitalized" institutions are subject to the appointment of a receiver
or conservator.

Volcker Rule

The so-called "Volcker Rule" issued under the Dodd-Frank Act, which became effective in July of 2015, restricts the ability of
the Company and its subsidiaries, including the Bank, to sponsor or invest in private funds or to engage in certain types of proprietary
trading. The Company generally does not engage in the businesses prohibited by the Volcker Rule; therefore, the Volcker Rule
does not have a material effect on the operations of the Company and its subsidiaries.

Illinois Banking Law

The Illinois Banking Act ("IBA") governs the activities of the Bank as an Illinois state-chartered bank. Among other things, the
IBA (i) defines the powers and permissible activities of an Illinois state-chartered bank, (ii) prescribes corporate governance
standards, (iii) imposes approval requirements on merger and acquisition activity of Illinois state banks, (iv) prescribes lending
limits, and (v) provides for the examination and supervision of state banks by the IDFPR. The Banking on Illinois Act ("BIA")
amended the IBA to provide a wide range of new activities allowed for Illinois state-chartered banks, including the Bank. The
provisions of the BIA are to be construed liberally to create a favorable business climate for banks in Illinois. The main features
ofthe BIA are to expand bank powers through a "wild card" provision that authorizes Illinois state-chartered banks to offer virtually
any product or service that any bank or thrift may offer anywhere in the country, subject to restrictions imposed on those other
banks and thrifts, certain safety and soundness considerations, and prior notification to the IDFPR and the FDIC.

Dividends

The Company's primary source of liquidity is dividend payments from the Bank. In addition to requirements to maintain adequate
capital above regulatory minimums, the Bank is limited in the amount of dividends it can pay to the Company under the IBA.
Under the IBA, the Bank is permitted to declare and pay dividends in amounts up to the amount of its accumulated net profits,
provided that it retains in its surplus at least one-tenth of its net profits since the date of the declaration of its most recent dividend
until those additions to surplus, in the aggregate, equal the paid-in capital of the Bank. While it continues its banking business,
the Bank may not pay dividends in excess of its net profits then on hand (after deductions for losses and bad debts). In addition,
the Bank is limited in the amount of dividends it can pay under the Federal Reserve Act and Regulation H. For example, dividends
cannot be paid that would constitute a withdrawal of capital, dividends cannot be declared or paid if they exceed a bank's undivided
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profits, and a bank may not declare or pay a dividend if all dividends declared during the calendar year are greater than current
year net income plus retained net income of the prior two years without Federal Reserve approval.

Since the Company is a legal entity, separate and distinct from the Bank, its dividends to stockholders are not subject to the bank
dividend guidelines discussed above. However, the Company is subject to other regulatory policies and requirements related to
the payment of dividends, including requirements to maintain adequate capital above regulatory minimums. The Federal Reserve
and the IDFPR are authorized to determine that the payment of dividends by the Company would be an unsafe or unsound practice
and to prohibit payment under certain circumstances related to the financial condition of a bank or bank holding company. The
Federal Reserve has taken the position that dividends that would create pressure or undermine the safety and soundness of a
subsidiary bank are inappropriate. Additionally, it is Federal Reserve policy that bank holding companies generally should pay
dividends on common stock only out of net income available to common shareholders over the past year and only if the prospective
rate of earnings retention appears consistent with the organization's current and expected future capital needs, asset quality and
overall financial condition.

Pursuant to the Dodd-Frank Act, the Federal Reserve's rules require institutions, such as the Company and the Bank, with average
total consolidated assets greater than $10 billion to conduct an annual company-run stress test of capital, consolidated earnings
and losses under one base and at least two stress scenarios provided by the Federal Reserve. The company-run stress tests are
conducted using data as of December 31 of the preceding calendar year and scenarios published by the Federal Reserve. Stress
test results must be reported to the Federal Reserve by July 31 with public disclosure of summary stress test results under the
severely adverse scenario between October 15 and October 31. Our capital ratios reflected in the stress test calculations are an
important factor considered by the Federal Reserve in evaluating the capital adequacy of the Company and the Bank and whether
the appropriateness of any proposed payments of dividends or stock repurchases may be an unsafe or unsound practice. The
Company submitted its first required stress test report for the July 31, 2017 reporting date and the Bank will become subject to
these stress test requirements starting with the July 31, 2018 reporting date.

FDIC Insurance Premiums

The Bank's deposits are insured through the DIF, which is administered by the FDIC. As insurer, the FDIC imposes deposit
insurance premiums and is authorized to conduct examinations of, and to require reporting by, FDIC-insured institutions. It may
also prohibit any FDIC-insured institution from engaging in any activity the FDIC determines by regulation or order to pose a
serious risk to the DIF. Insurance of deposits may be terminated by the FDIC upon a finding that the institution engaged or is
engaging in unsafe and unsound practices, is in an unsafe or unsound condition to continue operations, or violated any applicable
law, regulation, rule, order, or condition imposed by the FDIC or written agreement entered into with the FDIC.

The FDIC utilizes a risk-based assessment system that imposes insurance premiums based on a risk matrix that takes into account
a bank's capital level and supervisory rating. The risk matrix utilizes four risk categories, which are distinguished by capital levels
and supervisory ratings. For deposit insurance assessment purposes, an insured depository institution is placed into one of the four
risk categories each quarter. An institution's assessment is determined by multiplying its assessment rate by its assessment base,
which is asset based.

In addition, institutions with deposits insured by the FDIC are required to pay assessments to fund interest payments on bonds
issued by the Financing Corporation, a U.S. government-sponsored enterprise established in 1987 to serve as a financing vehicle
for the failed Federal Savings and Loan Association. These assessments will continue until the Financing Corporation bonds mature
in 2019.

In October 0f 2010, the FDIC adopted a new DIF restoration plan to ensure that the fund reserve ratio reaches 1.35% by September
30, 2020, as required by the Dodd-Frank Act. In August of 2016, the FDIC announced that the DIF reserve ratio had surpassed
1.15% as of June 30, 2016. As a result, beginning in the third quarter of 2016, the range of initial assessment ranges for all
institutions were adjusted downward such that the initial base deposit insurance assessment rate ranges from 3 to 30 basis points
on an annualized basis. After the effect of potential base-rate adjustments, the total base assessment rate could range from 1.5 to
40 basis points on an annualized basis. In March of 2016, the FDIC adopted a final rule increasing the reserve ratio for the DIF
to 1.35% of total insured deposits.The rule imposes a surcharge on the assessments of depository institutions with $10 billion or
more in assets, including the Bank, beginning in the third quarter of 2016 and continuing through the earlier of the quarter that
the reserve ratio first reaches or exceeds 1.35% and December 31, 2018. Under the rule, if the reserve ratio does not reach 1.35%
by December 31, 2018, the FDIC will impose a shortfall assessment on larger depository institutions, including the Bank.

Depositor Preference

The FDIA provides that, in the event of the "liquidation or other resolution” of an insured depository institution, the claims of
depositors of the institution, including the claims of the FDIC as subrogee of insured depositors, and certain claims for administrative
expenses of the FDIC as a receiver, will have priority over the other general unsecured claims against the institution. If an insured
depository institution fails, insured and uninsured depositors, along with the FDIC, will have priority in payment ahead of unsecured,
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non-deposit creditors, including depositors whose deposits are payable only outside of the U.S. and the bank holding company,
with respect to any extensions of credit they have made to such insured depository institution.

Employee Incentive Compensation

In 2010, the Federal Reserve, along with the other federal banking agencies, issued guidance applying to all banking organizations
that requires that their incentive compensation policies be consistent with safety and soundness principles. Under this guidance,
financial organizations must review their compensation programs to ensure that they: (i) provide employees with incentives that
appropriately balance risk and reward and that do not encourage imprudent risk, (ii) are compatible with effective controls and
risk management, and (iii) are supported by strong corporate governance, including active and effective oversight by the banking
organization's board of directors. Monitoring methods and processes used by a banking organization should be commensurate
with the size and complexity of the organization and its use of incentive compensation.

During the second quarter of 2016, as required by the Dodd-Frank Act, the federal bank regulatory agencies and the SEC proposed
revised rules on incentive-based payment arrangements at specified regulated entities having at least $1 billion in total assets
(including the Company and the Bank). The proposed rules would establish general qualitative requirements applicable to all
covered entities, which would include (i) prohibiting incentive arrangements that encourage inappropriate risks by providing
excessive compensation, (ii) prohibiting incentive arrangements that encourage inappropriate risks that could lead to a material
financial loss, (iii) establishing requirements for performance measures to appropriately balance risk and reward, (iv) requiring
board of director oversight of incentive arrangements, and (v) mandating appropriate record-keeping. Under the proposed rule,
larger financial institutions with total consolidated assets of at least $50 billion would also be subject to additional requirements
applicable to such institutions' "senior executive officers" and "significant risk-takers." These additional requirements would not
be applicable to the Company or the Bank, each of which currently have less than $50 billion in total consolidated assets. If the
rules are adopted in the form proposed, they may restrict our flexibility with respect to the manner in which we structure
compensation and adversely affect our ability to compete for talent.

Cybersecurity

In March of 2015, federal regulators issued two related statements regarding cybersecurity. One statement indicates that financial
institutions should design multiple layers of security controls to establish lines of defense and ensure that their risk management
processes also address the risk posed by compromised customer credentials, including security measures to reliably authenticate
customers accessing internet-based services of the financial institution. The other statement indicates that a financial institution's
management is expected to maintain sufficient business continuity planning processes to ensure the rapid recovery, resumption,
and maintenance of the institution's operations after a cyber-attack involving destructive malware. A financial institution is also
expected to develop appropriate processes to enable recovery of data and business operations and address rebuilding network
capabilities and restoring data if the institution or its critical service providers fall victim to this type of cyber-attack. If the Company
fails to observe the regulatory guidance, it could be subject to various regulatory sanctions, including financial penalties.

In the ordinary course of business, the Company relies on electronic communications and information systems to conduct its
operations and store sensitive data. The Company employs an in-depth approach that leverages people, processes, and technology
to manage and maintain cybersecurity controls. In addition, the Company employs a variety of preventative and detective tools
to monitor, block, and provide alerts regarding suspicious activity, as well as to report on any suspected advanced persistent threats.
Notwithstanding the strength of the Company's defensive measures, the threat from cyber-attacks is severe, attacks are sophisticated
and increasing in volume, and attackers respond rapidly to changes in defensive measures. While to date the Company has not
detected a significant compromise, significant data loss, or any material financial losses related to cybersecurity attacks, its systems
and those of its customers and third-party service providers are under constant threat and it is possible that the Company could
detect a significant event in the future. Risks and exposures related to cybersecurity attacks are expected to remain high for the
foreseeable future due to the rapidly evolving nature and sophistication of these threats, as well as due to the expanding use of
internet and mobile banking and other technology-based products and services by the Company and its customers. See Item 1A,
"Risk Factors" of this Form 10-K for further discussion related to cybersecurity risks.

Future Legislation and Regulation

Inaddition to the specific legislation described above, various laws and regulations are being considered by Congress and regulatory
agencies that may change banking statutes and the Company's operating environment in substantial and unpredictable ways and
may increase reporting requirements and compliance costs. These changes could increase or decrease the cost of doing business,
limit or expand permissible activities, or affect the competitive balance among banks, savings associations, credit unions, and
other financial institutions in ways that could adversely affect the Company.
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AVAILABLE INFORMATION

We file annual, quarterly, and current reports, proxy statements, and other information with the SEC, and we make this information
available free of charge on the investor relations section of our website at www.firstmidwest.com/investorrelations. You may read
and copy materials we file with the SEC from its Public Reference Room at 100 F. Street, NE, Washington, DC 20549. You may
obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. In addition, the SEC
maintains an internet site at http://www.sec.gov that contains reports, proxy and information statements, and other information
regarding issuers that file electronically with the SEC. The following documents are also posted on our website or are available
in print upon the request of any stockholder to our Corporate Secretary:

e Restated Certificate of Incorporation.

*  Amended and Restated By-Laws.

e Charters for our Audit, Compensation, and Nominating and Corporate Governance Committees.

*  Related Person Transaction Policies and Procedures.

e Corporate Governance Guidelines.

*  Code of Ethics and Standards of Conduct (the "Code"), which governs our directors, officers, and employees.

e Code of Ethics for Senior Financial Officers.

Within the time period required by the SEC and the NASDAQ Stock Market, we will post on our website any amendment to the
Code and any waiver applicable to any executive officer, director, or senior financial officer (as defined in the Code). In addition,
our website includes information concerning purchases and sales of our securities by our executive officers and directors. The
accounting and reporting policies of the Company and its subsidiaries conform to U.S. generally accepted accounting principles
("GAAP") and general practices within the banking industry. We post on our website any disclosure relating to certain non-GAAP
financial measures (as defined in the SEC's Regulation G) that we may make public orally, telephonically, by webcast, by broadcast,
or by similar means from time to time.

Our Corporate Secretary can be contacted by writing to First Midwest Bancorp, Inc., One Pierce Place, Suite 1500, Itasca,
Illinois 60143, attention: Corporate Secretary. The Company's Investor Relations Department can be contacted by telephone at
(630) 875-7533 or by e-mail at investor.relations@firstmidwest.com.

ITEM 1A. RISK FACTORS

An investment in the Company is subject to risks inherent in our business. The material risks and uncertainties that management
believes affect the Company are described below. Before making an investment decision with respect to any of the Company's
securities, you should carefully consider the risks and uncertainties as described below, together with all of the information included
herein. The risks and uncertainties described below are not the only risks and uncertainties the Company faces. Additional risks
and uncertainties not presently known or currently deemed immaterial also may have a material adverse effect on the Company's
results of operations and financial condition. If any of the following risks actually occur, the Company's business, financial
condition, and results of operations could be adversely affected, possibly materially. In that event, the trading price of the Company's
Common Stock or other securities could decline. The risks discussed below also include forward-looking statements, and actual
results or outcomes may differ substantially from those discussed or implied in these forward-looking statements.

Risks Related to the Company's Business
Interest Rate and Credit Risks
The Company is subject to interest rate risk.

The Company's earnings and cash flows largely depend on its net interest income. Net interest income equals the difference between
interest income and fees earned on interest-earning assets (such as loans and securities) and interest expense incurred on interest-
bearing liabilities (such as deposits and borrowed funds). Interest rates are highly sensitive to many factors that are beyond the
Company's control, including general economic conditions and policies of various governmental and regulatory agencies,
particularly the Federal Reserve. Changes in monetary policy, including changes in interest rates, could influence the amount of
interest the Company earns on loans and securities and the amount of interest it pays on deposits and borrowings. These changes
could also affect (i) the Company's ability to originate loans and obtain deposits, (ii) the fair value of the Company's financial
assets and liabilities, and (iii) the average duration of the Company's securities portfolio. If the interest rates paid on deposits and
other borrowings increase at a faster rate than the interest rates received on loans and other investments, the Company's net interest
income and, therefore, earnings could be adversely affected. Earnings could also be adversely affected if the interest rates received
on loans and other investments fall more quickly than the interest rates paid on deposits and other borrowings.
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Although management believes it implements effective asset and liability management strategies to reduce the potential effects
of changes in interest rates on the Company's results of operations, any substantial, unexpected, or prolonged change in market
interest rates could have a material adverse effect on the Company's business, financial condition, and results of operations. See
"Net Interest Income" in Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations," of
this Form 10-K for further discussion related to the Company's management of interest rate risk.

The Company is subject to lending risk and lending concentration risk.

There are inherent risks associated with the Company's lending activities. Underwriting and documentation controls cannot mitigate
all credit risks, especially those outside the Company's control. These risks include the impact of changes in interest rates, changes
in the economic conditions in the markets in which the Company operates and across the U.S., and the ability of borrowers to
repay loans based on their respective circumstances. Increases in interest rates or weakening economic conditions could adversely
impact the ability of borrowers to repay outstanding loans or the value of the collateral securing those loans.

In particular, economic weakness in real estate and related markets could increase the Company's lending risk as it relates to its
commercial real estate loan portfolio and the value of the underlying collateral.

As of December 31,2017, the Company's loan portfolio consisted of 81.6% of corporate loans, the majority of which were secured
by commercial real estate, and 18.4% of consumer loans. The deterioration of these loans could cause a significant increase in
non-performing loans. An increase in non-performing loans could result in a net loss of earnings from these loans, an increase in
the provision for loan losses, and an increase in loan charge-offs, all of which could have a material adverse effect on the Company's
business, financial condition, and results of operations. See "Loan Portfolio and Credit Quality" in Item 7, "Management's
Discussion and Analysis of Financial Condition and Results of Operations," of this Form 10-K for further discussion related to
corporate and consumer loans.

Real estate market volatility and future changes in disposition strategies could result in net proceeds that differ significantly from
fair value appraisals of loan collateral and OREQ and could negatively impact the Company's business, financial condition, and
results of operations.

Many ofthe Company's non-performing real estate loans are collateral-dependent, and the repayment of these loans largely depends
on the value of the collateral securing the loans and the successful operation of the property. For collateral-dependent loans, the
Company estimates the value of the loan based on the appraised value of the underlying collateral less costs to sell. The Company's
OREO portfolio consists of properties acquired through foreclosure in partial or total satisfaction of certain loans as a result of
borrower defaults.

In determining the value of OREO properties and other loan collateral, an orderly disposition of the property is generally assumed,
except where a different disposition strategy is expected. The disposition strategy (e.g., "as-is", "orderly liquidation", or "forced
liquidation") the Company has in place for a non-performing loan will determine the appraised value it uses. Significant judgment
is required in estimating the fair value of property, and the period of time within which such estimates can be considered current

is significantly shortened during periods of market volatility.

Inresponse to market conditions and other economic factors, the Company may utilize sale strategies other than orderly dispositions
as part of its disposition strategy, such as immediate liquidation sales. In this event, the net proceeds realized could differ significantly
from estimates used to determine the fair value of the properties as a result of the significant judgments required in estimating fair
value and the variables involved in different methods of disposition. This could have a material adverse effect on the Company's
business, financial condition, and results of operations.

The Company's lending activities are subject to strict regulations.

The Company is subject to various laws and regulations that affect its lending activities. Failure to comply with applicable laws
and regulations could subject the Company to regulatory enforcement action that could result in the assessment of significant civil
monetary penalties against the Company and other actions, and could have a material adverse effect on the Company's business,
financial condition, and results of operations.

The Company's allowance for credit losses may be insufficient.

The Company maintains an allowance for credit losses at a level believed adequate to absorb estimated losses inherent in its
existing loan portfolio. The level of the allowance for credit losses reflects management's continuing evaluation of industry
concentrations, specific credit risks, credit loss experience, current loan portfolio quality, present economic and business conditions,
changes in competitive, legal, and regulatory conditions, and unidentified losses inherent in the current loan portfolio. Determination
of'the allowance for credit losses is inherently subjective since it requires significant estimates and management judgment of credit
risks and future trends, which are subject to material changes. Deterioration in economic conditions affecting borrowers, new
information regarding existing loans, identification of additional problem loans, changes in accounting principles, and other factors,

15



both within and outside of the Company's control, may require an increase in the allowance for credit losses. In addition, bank
regulatory agencies periodically review the Company's allowance for credit losses and may require an increase in the provision
for loan losses or the recognition of additional loan charge-offs based on judgments different from those of management.
Furthermore, if charge-offs in future periods exceed the allowance for credit losses, the Company will need additional provisions
to increase the allowance. Any increases in the allowance for credit losses will result in a decrease in net income and capital and
may have a material adverse effect on the Company's financial condition and results of operations. See Note 1 of "Notes to the
Consolidated Financial Statements" in Item 8 of this Form 10-K for further discussion related to the Company's process for
determining the appropriate level of the allowance for credit losses.

Financial services companies depend on the accuracy and completeness of information about customers and counterparties.

The Company may rely on information furnished by or on behalf of customers and counterparties in deciding whether to extend
credit or enter into other transactions. This information could include financial statements, credit reports, business plans, and other
information. The Company may also rely on representations of those customers, counterparties, or other third-parties, such as
independent auditors, as to the accuracy and completeness of that information. Reliance on inaccurate or misleading financial
statements, credit reports, or other information could have a material adverse impact on the Company's business, financial condition,
and results of operations.

Funding Risks
The Company is a bank holding company and its sources of funds are limited.

The Company is a bank holding company, and its operations are primarily conducted by the Bank, which is subject to significant
federal and state regulation. Cash available to pay dividends to stockholders of the Company is derived primarily from dividends
received from the Bank. The Company's ability to receive dividends or loans from its subsidiaries is restricted by law. Dividend
payments by the Bank to the Company in the future will require generation of future earnings by the Bank and could require
regulatory approval if the proposed dividend is in excess of prescribed guidelines. Further, the Company's right to participate in
the assets of the Bank upon its liquidation, reorganization, or otherwise will be subject to the claims of the Bank's creditors,
including depositors, which will take priority except to the extent the Company may be a creditor with a recognized claim. As of
December 31, 2017, the Company's subsidiaries had deposits and other liabilities of $12.1 billion.

The Company could experience an unexpected inability to obtain needed liquidity.

Liquidity measures the ability to meet current and future cash flow needs as they become due. The liquidity of a financial institution
reflects its ability to meet loan requests, to accommodate possible outflows in deposits, and to take advantage of interest rate
market opportunities. The ability of a financial institution to meet its current financial obligations is a function of its balance sheet
structure, its ability to liquidate assets, and its access to alternative sources of funds. The Company seeks to ensure its funding
needs are met by maintaining an adequate level of liquidity through asset and liability management. If the Company becomes
unable to obtain funds when needed, it could have a material adverse effect on the Company's business, financial condition, and
results of operations.

Loss of customer deposits could increase the Company's funding costs.

The Company relies on bank deposits to be a low cost and stable source of funding. The Company competes with banks and other
financial services companies for deposits. If the Company's competitors raise the rates they pay on deposits, the Company's funding
costs may increase, either because the Company raises its rates to avoid losing deposits or because the Company loses deposits
and must rely on more expensive sources of funding. Higher funding costs could reduce the Company's net interest margin and
net interest income and could have a material adverse effect on the Company's business, financial condition, and results of
operations.

Any reduction in the Company's credit ratings could increase its financing costs.

Various rating agencies publish credit ratings for the Company's debt obligations, based on their evaluations of a number of factors,
some of which relate to Company performance and some of which relate to general industry conditions. Management routinely
communicates with each rating agency and anticipates the rating agencies will closely monitor the Company's performance and
update their ratings from time to time during the year.

The Company cannot give any assurance that its current credit ratings will remain in effect for any given period of time or that a
rating will not be lowered or withdrawn entirely by a rating agency if, in its judgment, circumstances in the future so warrant.
Downgrades in the Company's credit ratings may adversely affect its borrowing costs and its ability to borrow or raise capital,
and may adversely affect the Company's reputation.

16



The Company's current credit ratings are as follows:

Rating Agency Rating
Standard & Poor's Rating Group, a division of the McGraw-Hill Companies, Inc.. . ..................... BBB-
Moody's Investor Services, INC.. . . ... ..ot Baa2

Regulatory requirements, future growth, or operating results may require the Company to raise additional capital, but that capital
may not be available or be available on favorable terms, or it may be dilutive.

The Company is required by federal and state regulatory authorities to maintain adequate levels of capital to support its operations.
The Company may be required to raise capital if regulatory requirements change, the Company's future operating results erode
capital, or the Company elects to expand through loan growth or acquisition.

The Company's ability to raise capital will depend on conditions in the capital markets, which are outside of its control, and on
the Company's financial performance. Accordingly, the Company cannot be assured of its ability to raise capital when needed or
on favorable terms. [fthe Company cannot raise additional capital when needed, it will be subject to increased regulatory supervision
and the imposition of restrictions on its growth and business. These could negatively impact the Company's ability to operate or
further expand its operations through acquisitions or the establishment of additional branches and may result in increases in
operating expenses and reductions in revenues that could have a material adverse effect on its business, financial condition, and
results of operations.

Operational Risks
The Company and its subsidiaries are subject to changes in accounting principles, policies, or guidelines.

The Company's financial performance is impacted by accounting principles, policies, and guidelines. Some of these policies require
the use of estimates and assumptions that may affect the value of the Company's assets or liabilities and financial results. Some
of the Company's accounting policies are critical because they require management to make subjective and complex judgments
about matters that are inherently uncertain and because it is likely that materially different amounts would be reported under
different conditions or using different assumptions. If such estimates or assumptions are incorrect, the Company may experience
material losses. See "Critical Accounting Estimates" in Item 7, "Management's Discussion and Analysis of Financial Condition
and Results of Operations," of this Form 10-K for further discussion.

From time to time, the Financial Accounting Standards Board ("FASB") and the SEC change the financial accounting and reporting
standards, or the interpretation of those standards, that govern the preparation of the Company's external financial statements.
These changes are beyond the Company's control, can be difficult to predict, and could materially impact how the Company reports
its results of operations and financial condition.

These standards are continuously updated and refined and new standards are developed resulting in changes that could have a
material adverse effect on the Company's business, financial condition, and results of operations.

The Company's controls and procedures may fail or be circumvented.

Management regularly reviews and updates the Company's loan underwriting and monitoring process, internal controls, disclosure
controls and procedures, compliance controls and procedures, and corporate governance policies and procedures. Any system of
controls, however well designed and operated, is based on certain assumptions and can provide only reasonable, not absolute,
assurances that the objectives of the system are met. Any failure or circumvention of the Company's controls and procedures or
failure to comply with regulations related to controls and procedures could have a material adverse effect on the Company's
business, financial condition, and results of operations.

The Company's accounting estimates and risk management processes rely on analytical and forecasting models.

The processes the Company uses to estimate its loan losses and to measure the fair value of financial instruments, as well as the
processes used to estimate the effects of changing interest rates and other market measures on the Company's financial condition
and results of operations, depend on the use of analytical and forecasting models. These models reflect assumptions that may not
be accurate, particularly in times of market stress or other unforeseen circumstances. Even if these assumptions are adequate, the
models may prove to be inadequate or inaccurate because of other flaws in their design or their implementation. If the models the
Company uses for interest rate risk and asset-liability management are inadequate, the Company may incur increased or unexpected
losses resulting from changes in market interest rates or other market measures. If the models the Company uses for estimating
its loan losses are inadequate, the allowance for credit losses may not be sufficient to support future charge-offs. If the models the
Company uses to measure the fair value of financial instruments are inadequate, the fair value of these financial instruments may
fluctuate unexpectedly or may not accurately reflect what the Company could realize on the sale or settlement. Any failure in the
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Company's analytical or forecasting models could have a material adverse effect on the Company's business, financial condition,
and results of operations.

The Company may not be able to attract and retain skilled people.

The Company's success depends on its ability to attract and retain skilled people. Competition for the best people in most activities
in which the Company engages can be intense, and the Company may not be able to hire people or retain them.

The unexpected loss of services of certain of the Company's skilled personnel could have a material adverse effect on the Company's
business because of their skills, knowledge of the Company's market, years of industry experience, customer relationships, and
the difficulty of promptly finding qualified replacement personnel. In addition, the scope and content of the federal banking
agencies' policies on incentive compensation, as well as changes to those policies, could adversely affect the ability of the Company
to hire, retain and motivate its key personnel.

Loss of key employees may disrupt relationships with certain customers.

The Company's customer relationships are critical to the success of its business, and loss of key employees with significant customer
relationships may lead to the loss of business if the customers follow that employee to a competitor. While the Company believes
its relationships with its key personnel are strong, it cannot guarantee that all of its key personnel will remain with the organization,
which could result in the loss of some of its customers and could have an adverse impact on the Company's business, financial
condition, and results of operations.

The Company's information systems may experience an interruption or breach in security, including due to cyber-attacks.

The Company relies heavily on internal and outsourced digital technologies, communications, and information systems to conduct
its business operations and store sensitive data. As the Company's reliance on technology systems increases, the potential risks of
technology-related operation interruptions in the Company's customer relationship management, general ledger, deposit, loan, or
other systems or the occurrence of cyber incidents also increases. Cyber incidents can result from unintentional events or from
deliberate attacks including, among other things, (i) gaining unauthorized access to digital systems for purposes of misappropriating
assets or sensitive information, corrupting data, or causing potentially debilitating operational disruptions, (ii) causing denial-of-
service attacks on websites, or (iii) intelligence gathering and social engineering aimed at obtaining information. Cyber-attacks
can originate from a variety of sources and the techniques used are increasingly sophisticated. The occurrence of operational
interruption, cyber incident, or a deficiency in the cyber security of the Company's technology systems (internal or outsourced)
could negatively impact the Company's financial condition or results of operations.

The Company employs an in-depth approach thatleverages people, processes, and technology to manage and maintain cybersecurity
controls. In addition, the Company employs a variety of preventative and detective tools to monitor, block, and provide alerts
regarding suspicious activity, as well as to report on any suspected advanced persistent threats. These include policies and procedures
expressly designed to prevent or limit the effect of a failure, interruption, or security breach of its systems, and the maintenance
of cybersecurity insurance. Notwithstanding the strength of the Company's defensive measures, the threat from cyber-attacks is
severe, attacks are sophisticated and increasing in volume, and attackers respond rapidly to changes in defensive measures.
Significant interruptions to the Company's business from technology issues could result in expensive remediation efforts and
distraction of management. The Company is regularly the target of attempted cyber-attacks, and must continuously monitor and
develop our systems and controls to prevent and mitigate these and other incidents. While to date the Company has not detected
a significant compromise, significant data loss, or any material financial losses related to cybersecurity attacks or technology-
related operational interruptions, its systems and those of its customers and third-party service providers are under constant threat
and it is possible that the Company could experience a significant event in the future. There can be no assurance that such failures,
interruptions, or security breaches will not occur in the future or, if they do occur, that the impact will not be substantial.

The occurrence of any failures, interruptions, or security breaches of the Company's technology systems could damage the
Company's reputation, result in a loss of customer business, result in the unauthorized release, gathering, monitoring, misuse, loss,
or destruction of proprietary information, subject the Company to additional regulatory scrutiny, or expose the Company to civil
litigation and possible financial liability, any of which could have a material adverse effect on the Company's business, financial
condition, and results of operations, as well as its reputation or stock price. Risks and exposures related to cybersecurity attacks
are expected to remain high for the foreseeable future due to the rapidly evolving nature and sophistication of these threats, as
well as due to the expanding use of internet and mobile banking and other technology-based products and services, by the Company
and its customers. As cyber threats continue to evolve, the Company expects it will be required to spend additional resources on
an ongoing basis to continue to modify and enhance its protective measures and to investigate and remediate any information
security vulnerabilities.
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The Company depends on outside third-parties for processing and handling of Company records and data.

The Company relies on software developed by third-party vendors to process various Company transactions. In some cases, the
Company has contracted with third-parties to run their proprietary software on its behalf. These systems include, but are not limited
to, general ledger, payroll, employee benefits, wealth management record keeping, loan and deposit processing, merchant
processing, and securities portfolio management. While the Company performs a review of controls instituted by the vendors over
these programs in accordance with industry standards and performs its own testing of user controls, the Company must rely on
the continued maintenance of these controls by the outside party, including safeguards over the security of customer data. In
addition, the Company maintains backups of key processing output daily in the event of a failure on the part of any of these systems.
Nonetheless, the Company may incur a temporary disruption in its ability to conduct its business or process its transactions or
incur damage to its reputation if the third-party vendor, or the third-party vendor's vendor, fails to adequately maintain internal
controls or institute necessary changes to systems. Such disruption or breach of security may have a material adverse effect on
the Company's business, financial condition, and results of operations.

The Company continually encounters technological change.

The banking and financial services industry continually undergoes technological changes, with frequent introductions of new
technology-driven products and services. In addition to better meeting customer needs, the effective use of technology increases
efficiency and enables financial institutions to reduce costs. The Company's future success will depend, in part, on its ability to
address the needs of its customers by using technology to provide products and services that enhance customer convenience and
that create additional efficiencies in the Company's operations. Many of the Company's competitors have greater resources to
invest in technological improvements, and the Company may not effectively implement new technology-driven products and
services, or do so as quickly as its competitors, which could reduce its ability to effectively compete. In addition, the necessary
process of updating technology can itself lead to disruptions in availability or functioning of systems. Failure to successfully keep
pace with technological change affecting the financial services industry could have a material adverse effect on the Company's
business, financial condition, and results of operations.

New lines of business or new products and services, may subject the Company to additional risks.

From time to time, the Company may implement new lines of business or offer new products or services, within existing lines of
business. There can be substantial risks and uncertainties associated with these efforts, particularly in instances where the markets
are not fully developed. In developing and marketing new lines of business and/or new products or services, the Company may
invest significant time and resources. Initial timetables for the introduction and development of new lines of business and new
products or services may not be achieved, and price and profitability targets may not prove feasible. External factors, such as
compliance with regulations, competitive alternatives, and shifting market preferences, may also impact the successful
implementation of a new line of business or a new product or service. Furthermore, any new line of business and new product or
service could have a significant impact on the effectiveness of the Company's system of internal controls. Failure to successfully
manage these risks in the development and implementation of new lines of business or new products or services could have a
material adverse effect on the Company's business, financial condition, and results of operations.

The Company's estimate of fair values for its investments may not be realizable if it were to sell these securities today.

The Company's securities available-for-sale are carried at fair value. Accounting standards require the Company to disclose these
securities according to a fair value hierarchy. As of December 31, 2017, approximately 2% and 98%o0f the Company's securities
available-for-sale were categorized in level 1 and level 2, respectively, of the fair value hierarchy, and there were no securities
categorized as level 3. See Note 21 of "Notes to the Consolidated Financial Statements" in Item 8 of this Form 10-K for a detailed
description of the fair value hierarchies.

The determination of fair value for securities categorized in level 3 involves significant judgment due to the complexity of factors
contributing to the valuation, many of which are not readily observable in the market. The market disruptions in recent years made
the valuation process even more difficult and subjective.

Consequently, the ultimate sales price for any of these securities could vary significantly from the recorded fair value as of
December 31, 2017, especially if the security is sold during a period of illiquidity or market disruption or as part of a large block
of securities under a forced transaction. Any resulting write-downs of the fair value of the Company's securities available-for-sale
would reduce earnings in the period in which it is recorded and could have a material adverse effect on the Company's business,
financial condition, and results of operations.

The value of the Company's goodwill and other intangible assets may decline in the future.

As of December 31, 2017, the Company had $754.8 million of goodwill and other intangible assets. If management's estimate of
the fair value of the Company's goodwill no longer exceeds its carrying amount due to changes in applicable qualitative or
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quantitative factors, the Company could be required to write-off all or a portion of its goodwill. Estimates of fair value can be
impacted by forces outside of the control of management, such as a perceived weakness in financial institutions in general, and
may not be a direct result of the Company's performance. In addition, a significant decline in the Company's expected future cash
flows, a significant adverse change in the business climate, or slower growth rates may necessitate taking future charges related
to the impairment of the Company's goodwill and other intangible assets. A write-down of goodwill and other intangible assets
would reduce earnings in the period in which it is recorded and could have a material adverse effect on the Company's business,
financial condition, and results of operations.

External Risks
The Company operates in a highly competitive industry and market area.

The Company faces substantial competition in all areas of'its operations from a variety of different competitors, including traditional
competitors that may be larger and have more financial resources and non-traditional competitors that may be subject to fewer
regulatory constraints and may have lower cost structures. Traditional competitors primarily include national, regional, and
community banks within the markets in which the Company operates. The Company also faces competition from many other
types of financial institutions, including savings and loan associations, credit unions, personal loan and finance companies, retail
and discount stockbrokers, investment advisors, mutual funds, insurance companies, and other financial intermediaries. In addition,
technology has lowered barriers to entry and made it possible for non-banks to offer products and services, traditionally provided
by banks, such as loans, automatic fund transfer and automatic payment systems. In particular, the activity and prominence of so-
called marketplace lenders and other technology-driven financial services companies have grown significantly over recent years
and are expected to continue growing.

The financial services industry could become even more competitive as aresult of legislative, regulatory, and technological changes,
further illiquidity in the credit markets, and continued consolidation. Banks, securities firms, and insurance companies can merge
under the umbrella of a FHC, which can offer virtually any type of financial service, including banking, securities underwriting,
insurance, and merchant banking. Due to their size, many competitors may be able to achieve economies of scale and, as a result,
may offer a broader range of products and services, as well as better pricing for those products and services, than the Company
can offer.

The Company's ability to compete successfully depends on a number of factors, including:

*  Developing, maintaining, and building long-term customer relationships.

*  Expanding the Company's market position.

e Offering products and services at prices and with the features that meet customers' needs and demands.
¢ Introducing new products and services.

*  Maintaining a satisfactory level of customer service.

* Anticipating and adjusting to changes in industry and general economic trends.

e Continued development and support of internet-based services.

Failure to perform in any of these areas could significantly weaken the Company's competitive position, which could adversely
affect the Company's growth and profitability. This, in turn, could have a material adverse effect on the Company's business,
financial condition, and results of operations.

The Company's business may be adversely affected by conditions in the financial markets and economic conditions generally.

The Company's financial performance depends to a large extent on the business environment in the suburban metropolitan Chicago
market, the states of Illinois, Indiana, and Iowa, and the U.S. as a whole. In particular, the business environment impacts the ability
of borrowers to pay interest on and repay principal of outstanding loans as well as the value of collateral securing those loans. A
favorable business environment is generally characterized by economic growth, low unemployment, efficient capital markets, low
inflation, high business and investor confidence, strong business earnings, and other factors. Unfavorable or uncertain economic
and market conditions can be caused by declines in economic growth, business activity, or investor or business confidence,
limitations on the availability or increases in the cost of credit and capital, increases in inflation or interest rates, high unemployment,
natural disasters, or a combination of these or other factors.

During and after the so-called "Great Recession," the suburban metropolitan Chicago market, the states of Illinois, Indiana, and
Iowa, and the U.S. as a whole experienced a downward economic cycle, including a significant recession. While business growth
across a wide range of industries and regions in the U.S. has gradually recovered, local governments and many businesses continue
to experience financial difficulty. Since the recession, economic growth has been slow and uneven and there are continuing concerns
related to the level of U.S. government debt and fiscal actions that may be taken to address that debt. In addition, there are significant
concerns regarding the fiscal affairs and status of the State of Illinois. There can be no assurance that economic conditions will
continue to improve, and these conditions could worsen. Periods of increased volatility in financial and other markets, such as
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those experienced recently with regard to oil and other commodity prices and current rates, concerns over European sovereign
debt risk, China, and those that may arise from global and political tensions can have a direct or indirect negative impact on the
Company and our customers and introduce greater uncertainty into credit evaluation decisions and prospects for growth. Economic
pressure on consumers and uncertainty regarding continuing economic improvement may also result in changes in consumer and
business spending, borrowing and saving habits.

Such conditions could have a material adverse effect on the credit quality of the Company's loans or its business, financial condition,
or results of operations, as well as other potential adverse impacts, including:

e There could be an increased level of commercial and consumer delinquencies, lack of consumer confidence, increased
market volatility, and widespread reduction of business activity generally.

e There could be an increase in write-downs of asset values by financial institutions, such as the Company.

*  The Company's ability to assess the creditworthiness of customers could be impaired if the models and approaches it
uses to select, manage, and underwrite credits become less predictive of future performance.

e The process the Company uses to estimate losses inherent in the Company's loan portfolio requires difficult, subjective,
and complex judgments. This process includes analysis of economic conditions and the impact of these economic
conditions on borrowers' ability to repay their loans. The process could no longer be capable of accurate estimation and
may, in turn, impact its reliability.

e The Bank could be required to pay significantly higher FDIC premiums in the future if losses further deplete the DIF.

e The Company could face increased competition due to intensified consolidation of the financial services industry and
from non-traditional financial services providers.

Even in the case of improved market and economic conditions, there can be no assurance that the Company will not experience
an adverse effect, which may be material, on its ability to access capital and on the Company's business, financial condition, and
results of operations.

Turmoil in the financial markets could result in lower fair values for the Company's investment securities.

Major disruptions in the capital markets experienced over the past decade have adversely affected investor demand for all classes
of securities, excluding U.S. Treasury securities, and resulted in volatility in the fair values of the Company's investment securities.
Significant prolonged reduced investor demand could manifest itself in lower fair values for these securities and may result in the
recognition of other-than-temporary impairment ("OTTI"), which could have a material adverse effect on the Company's business,
financial condition, and results of operations.

Municipal securities can also be impacted by the business environment of their geographic location. Although this type of security
historically experienced extremely low default rates, municipal securities are subject to systemic risk since cash flows generally
depend on (i) the ability of the issuing authority to levy and collect taxes or (ii) the ability of the issuer to charge for and collect
payment for essential services rendered. If the issuer defaults on its payments, it may result in the recognition of OTTT or total
loss, which could have a material adverse effect on the Company's business, financial condition, and results of operations.

Managing reputational risk is important to attracting and maintaining customers, investors, and employees.

Threats to the Company's reputation can come from many sources, including adverse sentiment about financial institutions
generally, unethical practices, employee misconduct, failure to deliver minimum standards of service or quality, compliance
deficiencies, and questionable or fraudulent activities of the Company's customers. The Company has policies and procedures in
place that seek to protect its reputation and promote ethical conduct. Nonetheless, negative publicity may arise regarding the
Company's business, employees, or customers, with or without merit, and could result in the loss of customers, investors, and
employees, costly litigation, a decline in revenues, and increased governmental oversight. Negative publicity could have a material
adverse impact on the Company's reputation, business, financial condition, results of operations, and liquidity.

The Company may be adversely affected by the soundness of other financial institutions.

Financial services institutions are interrelated as a result of trading, clearing, counterparty, or other relationships. The Company
has exposure to many different industries and counterparties and routinely executes transactions with counterparties in the financial
services industry, including commercial banks, brokers and dealers, investment banks, and other institutional clients. Many of
these transactions expose the Company to credit risk in the event of a default by a counterparty or client. In addition, the Company's
credit risk may be exacerbated when the collateral held by the Company cannot be realized upon liquidation or is liquidated at
prices not sufficient to recover the full amount of the credit or derivative exposure due to the Company. Any such losses could
have a material adverse effect on the Company's business, financial condition, results of operations, and liquidity.
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The Company is subject to environmental liability risk associated with lending activities.

A significant portion of the Company's loan portfolio is secured by real property. During the ordinary course of business, the
Company may foreclose on and take title to properties securing certain loans. In doing so, there is a risk that hazardous or toxic
substances could be found on these properties. If hazardous or toxic substances are found, the Company may be liable for remediation
costs, as well as for personal injury and property damage. Environmental laws may require the Company to incur substantial
expenses and could materially reduce the affected property's value or limit the Company's ability to sell the affected property or
to repay the indebtedness secured by the property. In addition, future laws or more stringent interpretations or enforcement policies
with respect to existing laws may increase the Company's exposure to environmental liability. Although the Company has policies
and procedures to perform an environmental review before initiating any foreclosure action on real property, these reviews may
not be sufficient to detect all potential environmental hazards. The remediation costs and any other financial liabilities associated
with an environmental hazard could have a material adverse effect on the Company's business, financial condition, results of
operations, and liquidity.

Severe weather, natural disasters, health emergencies, acts of war or terrorism, and other external events could significantly
impact the Company's business.

Severe weather, natural disasters, pandemics and other health emergencies, acts of war or terrorism, and other adverse external
events could have a significant impact on the Company's ability to conduct business. These events could affect the stability of the
Company's deposit base, impair the ability of borrowers to repay outstanding loans, reduce the value of collateral securing loans,
cause significant property damage, result in loss of revenue, or cause the Company to incur additional expenses. Although
management has established disaster recovery policies and procedures, the occurrence of any such event could have a material
adverse effect on the Company's business, financial condition, and results of operations.

U.S. credit downgrades or changes in outlook by the major credit rating agencies may have an adverse effect on financial markets,
including financial institutions and the financial industry.

Due to concerns over the U.S. debt limit and budget deficit, the major ratings agencies have downgraded or lowered their outlooks
for the U.S.'s credit rating. Further downgrades of the U.S. federal government's sovereign credit rating, and the perceived
creditworthiness of U.S. government-backed obligations, could impact the Company's ability to obtain funding that is collateralized
by affected instruments and to access capital markets on favorable terms. Such downgrades could also affect the pricing of funding,
when funding is available. A downgrade of the credit rating of the U.S. government, or of its agencies, government-sponsored
enterprises or related institutions, agencies or instrumentalities, may also adversely affect the market value of such instruments
and, further, exacerbate the other risks to which the Company is subject. These events could have a material adverse effect on the
Company's business, financial condition, or results of operations.

The full impact of the Tax Cuts and Jobs Act ("federal income tax reform") on us and our customers is unknown at present, creating
uncertainty and risk related to our customers’ future demand for credit and our future results.

Increased economic activity expected to result from the decrease in federal income tax rates on businesses generally could spur
additional economic activity that would encourage additional borrowing. At the same time, some customers may elect to use their
additional cash flow from lower taxes to fund their existing levels of activity, decreasing borrowing needs. The elimination of the
federal income tax deductibility of business interest expense for a significant number of our customers effectively increases the
cost of borrowing and makes equity or hybrid funding relatively more attractive. This could have a long-term negative impact on
business customer borrowing. We are anticipating a significant increase in our after-tax net income available to stockholders in
2018 and future years as a result of the decrease in our effective tax rate. Some or all of this benefit could be lost to the extent that
the banks and financial services companies we compete with elect to lower interest rates and fees and we are forced to respond
in order to remain competitive. There is no assurance that presently anticipated benefits of federal income tax reform for the
Company will be realized.

Legal/Compliance Risks
The Company and the Bank are subject to extensive government regulation and supervision.

The Company and the Bank are subject to extensive federal and state regulations and supervision. Banking regulations are primarily
intended to protect depositors' funds, FDIC funds, and the banking system as a whole, not security holders. These regulations
affect the Company's lending practices, capital structure, investment practices, dividend policy, and growth. Congress and federal
regulatory agencies continually review banking laws, regulations, policies, and other supervisory guidance for possible changes.
Changes to statutes, regulations, regulatory policies, or other supervisory guidance, including changes in the interpretation or
implementation of those regulations or policies, could affect the Company in substantial and unpredictable ways and could have
a material adverse effect on the Company's business, financial condition, and results of operations. These changes could subject
the Company to additional costs, limit the types of financial products and services the Company may offer, limit the activities it
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is permitted to engage in, and increase the ability of non-banks to offer competing financial products and services. Failure to
comply with laws, regulations, policies, or other regulatory guidance could result in civil or criminal sanctions by regulatory
agencies, civil monetary penalties, and damage to the Company's reputation. Government authorities, including the bank regulatory
agencies, are pursuing aggressive enforcement actions with respect to compliance and other legal matters involving financial
activities. Any of these actions could have a material adverse effect on the Company's business, financial condition, and results
of operations. While the Company has policies and procedures designed to prevent any such violations, there can be no assurance
that such violations will not occur. See "Supervision and Regulation" in Item 1, "Business," and Note 18 of "Notes to the
Consolidated Financial Statements" in Item 8§ of this Form 10-K.

The Company's business may be adversely affected in the future by the implementation of ongoing regulations regarding banks
and financial institutions under the Dodd-Frank Act and other legal and regulatory changes.

The Dodd-Frank Act significantly changed the bank regulatory structure and affects the lending, deposit, investment, trading, and
operating activities of financial institutions and their holding companies. The Dodd-Frank Act required various federal agencies
to adopt a broad range of new rules and regulations and to prepare numerous studies and reports for Congress. Compliance with
these new laws and regulations has resulted, and will continue to result, in additional operating costs that have had an effect on
the Company's business, financial condition, and results of operations. While the current administration in the U.S. may ultimately
roll back or modify certain of the regulations adopted pursuant to the Dodd-Frank Act, uncertainty about the timing and scope of
any such changes as well as the cost of complying with a new regulatory regime, may negatively impact our businesses, at least
in the short-term, even if the long-term impact of any such changes are positive for our businesses. See "Supervision and Regulation”
in Item 1, "Business" of this Form 10-K for a discussion of several significant provisions of the Dodd-Frank Act, including the
Volcker Rule.

Compliance with any new requirements may cause the Company to hire additional compliance or other personnel, design and
implement additional internal controls, or incur other significant expenses, any of which could have a material adverse effect on
the Company's business, financial condition, or results of operations. Compliance with the annual stress testing requirements, part
of which must be publicly disclosed, may also be misinterpreted by the market generally or the Company's customers and, as a
result, may adversely affect the Company's stock price or the Company's ability to retain its customers or effectively compete for
new business opportunities. To ensure compliance with new requirements when effective, the Company's regulators may require
it to fully comply with these requirements or take actions to prepare for compliance even before it might otherwise be required,
which may cause the Company to incur compliance-related costs before it might otherwise be required. The Company's regulators
may also consider its preparation for compliance with these regulatory requirements when examining its operations generally or
considering any request for regulatory approval the Company may make, even requests for approvals on unrelated matters.

The level of the commercial real estate loan portfolio may subject the Company to additional regulatory scrutiny.

The FDIC, the Federal Reserve, and the Office of the Comptroller of the Currency issued joint guidance on sound risk management
practices for financial institutions with concentrations in commercial real estate lending. Under the guidance, a financial institution
that is actively involved in commercial real estate lending should perform a risk assessment to identify concentrations. A financial
institution may have a concentration in commercial real estate lending if (i) total reported loans for construction, land development,
and other land represent 100% or more of total capital or (ii) total reported loans secured by multi-family and non-farm residential
properties, loans for construction, land development, and other land loans otherwise sensitive to the general commercial real estate
market, including loans to commercial real estate related entities, represent 300% or more of total capital. The joint guidance
requires heightened risk management practices including board and management oversight and strategic planning,