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      If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the
Securities Act of 1933, check the following box. / /

      If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the
following box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering. / /

      If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. / /

      If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. / /

      If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. / /

The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement filed
with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and it is not soliciting an offer
to buy these securities in any state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED FEBRUARY 14, 2002

PROSPECTUS

4,500,000 Shares

IRWIN FINANCIAL CORPORATION

Common Shares

        We are offering 4,500,000 common shares.

        Our common shares are traded on the New York Stock Exchange under the symbol "IFC." On February 12, 2002, the last reported sale
price of our common shares as reported on the New York Stock Exchange was $15.01 per share.

Investing in our common stock involves risks. See "Risk Factors" beginning on page 14.

Per Share Total

Public offering price $ $
Underwriting discount $ $
Proceeds to Irwin Financial Corporation $ $
        This is a firm commitment underwriting. The underwriters have been granted a 30-day option to purchase up to an additional 675,000
common shares to cover over-allotments, if any.

The common shares being offered are not savings accounts, deposits or obligations of any bank and are not insured by any insurance fund
of the Federal Deposit Insurance Corporation or any other governmental organization.

Neither the Securities and Exchange Commission nor any other state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
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Co-lead Managers

Keefe, Bruyette & Woods, Inc. Stifel, Nicolaus & Company
                        Incorporated

Co-managers

J.J.B. Hilliard, W.L. Lyons, Inc. Howe Barnes Investments, Inc.
The date of this prospectus is                        , 2002

IRWIN FINANCIAL CORPORATION

Commercial
Banking

Mortgage
Banking

Home Equity
Lending

Equipment
Leasing

Venture
Capital

� Irwin Union Bank
and Trust; Irwin
Union Bank, F.S.B.

� Irwin Mortgage
Corporation

� Irwin Home Equity
Corporation

� Irwin Capital Holdings
Corporation

� Irwin Ventures LLC

� Founded in 1871
and 2000,
respectively

� 1981 Acquisition � 1994 Start-up � 1999 Start-up � 1999 Start-up

� 16% of 2000
consolidated net
revenues

� 46% of 2000
consolidated net
revenues

� 35% of 2000
consolidated net
revenues

� 1% of 2000 consolidated
net revenues

� 2% of 2000
consolidated net
revenues

� Focuses on
commercial and
personal banking
needs of small
businesses and
business owners

� Originates, sells
and services
conforming first
mortgage loans

� Originates and
services prime-quality,
high loan-to-value
home equity loans

� Funding source for
leasing companies,
brokers and vendors

� Investor in early
stage companies in
financial services or
financial
services-related
technology

� Locations in
Indiana, Michigan,
Arizona, Missouri,
Nevada, Utah and
Kentucky

� National scope,
emphasis on first-
time home buyers
and small brokers

� National scope,
emphasis on debt
consolidation products

� U.S. and Canadian focus � National focus

� $6.4 billion in
originations in the
first nine months of
2001

� $803 million in
originations in the first
nine months of 2001

� Acquired 78% ownership
interest in a Canadian
equipment leasing
company in July 2000

� Began franchise
equipment leasing
business in August 2001

� Loan portfolio of
$1.4 billion as of
September 30, 2001

� $11.7 billion
servicing portfolio
as of September 30,
2001

� $2.2 billion managed
portfolio as of
September 30, 2001

� Lease portfolio of
$245 million as of
September 30, 2001

� Five portfolio
investments totaling
$12.1 million as of
September 30, 2001

� Headquarters in
Columbus, IN

� Headquarters in
Indianapolis, IN

� Headquarters in San
Ramon, CA

� Headquarters in Bellevue,
WA

� Headquarters in
Columbus, IN
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SUMMARY

This summary highlights information contained elsewhere in this prospectus. Because this is a summary, it may not contain all of the
information that is important to you. Therefore, you also should read the more detailed information set forth in this prospectus, including our
consolidated financial statements and the related notes included in this prospectus, before you make your investment decision. Unless otherwise
noted, all information in this prospectus assumes that the underwriters will not exercise the option to purchase additional shares to cover
over-allotments from us in the offering.

Irwin Financial Corporation

        We are a diversified financial services company headquartered in Columbus, Indiana with $3.1 billion in assets at September 30, 2001. We
focus primarily on the extension of credit to consumers and small businesses as well as providing the ongoing servicing of those customer
accounts. We currently operate five major lines of business through our direct and indirect subsidiaries. Our major lines of business are:
commercial banking, mortgage banking, home equity lending, equipment leasing and venture capital.

        Our banking subsidiary, Irwin Union Bank and Trust Company, was organized in 1871 and we formed the holding company in 1972. Our
direct and indirect major subsidiaries include Irwin Union Bank and Trust, a commercial bank, which together with Irwin Union Bank, F.S.B.,
conducts our commercial banking activities; Irwin Mortgage Corporation, a mortgage banking company acquired in 1981; Irwin Home Equity
Corporation, a consumer home equity lending company formed in 1994; Irwin Capital Holdings Corporation, an equipment leasing subsidiary;
and Irwin Ventures LLC, a venture capital company. At December 31, 2001, we and our subsidiaries had a total of 2,941 employees, including
full-time and part-time employees.

        The following table summarizes our financial performance over the past five years and the first nine months of 2001:

At or For
Nine Months Ended

September 30,
At or For

Year Ended December 31,

2001 2000 2000 1999 1998 1997 1996

(dollars in thousands except per share data)

Net income $ 33,446 $ 26,114 $ 35,666 $ 33,156 $ 30,503 $ 24,444 $ 22,428
Earnings per common
share (diluted) 1.47 1.23 1.67 1.51 1.38 1.08 0.98
Assets 3,079,546 2,149,280 2,422,429 1,680,847 1,946,179 1,496,794 1,300,122
Loans held for sale 651,380 490,690 579,788 508,997 936,788 528,739 446,898
Loans and leases, net 1,689,634 1,105,117 1,221,793 724,869 547,103 602,281 526,175
Deposits 2,175,120 1,320,514 1,443,330 870,318 1,009,211 719,596 640,153
Total shareholders'
equity 220,908 181,989 189,925 159,296 145,233 127,983 118,903

Owned first mortgage
servicing portfolio 11,667,136 9,963,018 9,196,513 10,488,112 11,242,470 10,713,549 10,810,988
Managed home equity
portfolio 2,162,877 1,282,947 1,825,527 842,403 581,241 358,166 230,450

Return on average
assets(1) 1.46% 1.82% 1.76% 2.01% 1.85% 1.94% 1.95%
Return on average
equity(1) 22.25 20.88 20.83 21.51 22.77 19.80 20.37
Net interest margin(1) 5.21 5.03 5.36 5.03 4.33 5.15 5.12

(1)
Annualized for interim periods.
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Recent Developments

Fourth Quarter Earnings Announcement

        On January 23, 2002 we announced our fourth quarter and annual 2001 earnings. We reported net income in the fourth quarter of 2001 of
$12.1 million or $0.53 per share, compared with net income of $9.6 million or $0.45 per share during the same period in 2000, an increase in
earnings of 26% and an increase in earnings per share of 18%. The increase is largely due to strong first mortgage loan originations. Improved
profits in our commercial banking line of business also contributed to the record results.

        Fourth quarter 2001 revenues totaled $117.7 million, an increase of $39 million or 49% compared with a year earlier. Return on average
common equity during the fourth quarter was 21.0%.

        For the entire year of 2001, revenues totaled $401.0 million and net income was $45.5 million, increases of 35% and 28%, respectively,
over 2000. Return on average common equity was 21.8% in 2001.

        Financial highlights for the quarter and entire year included:

Fourth Quarter

%
Change

YTD
2001

YTD
2000

%
Change2001 2000

(dollars in millions, except earnings per share)

Total consolidated net revenues $ 117.7 $ 79.1 49% $ 401.0 $ 297.3 35%
Net income:
Mortgage banking 12.8 3.1 318 38.1 13.0 193
Home equity lending 5.6 8.0 (30) 16.2 18.5 (12)
Commercial banking 3.0 1.7 73 8.9 7.1 26
Equipment leasing (pre-tax) (1.7) (0.2) (744) (4.4) (2.6) (71)
Venture capital (3.4) (1.4) (155) (6.5) 2.7 N/A
Parent and other (4.2) (1.7) (150) (6.8) (3.1) (121)

Total consolidated net income 12.1 9.6 26 45.5 35.7 28
Earning per share (EPS) 0.53 0.45 18 2.00 1.67 20
Return on average equity 21.0% 20.7% 21.8% 20.8%
Significant Factors for the Fourth Quarter and Full Year 2001

�
Lower interest rates led to record mortgage loan originations.

�
Economic conditions resulting from the recession resulted in slower originations of non-mortgage products. Charge-offs and
delinquencies increased during the quarter. We increased our loan loss and private equity valuation allowances to address
this exposure.

�
Delinquency ratio (30 days and beyond) trends for our principal credit-related portfolios are shown below. These ratios
remain within management's long-term expectations.

Commercial
Loans

Home
Equity Loans

Equipment
Leases
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(dollars in billions)

Commercial
Loans

Home
Equity Loans

Equipment
Leases

Owned portfolio $ 1.5 $ 2.1 $ 0.3
30-day + delinquency
December 31, 2001 0.38% 5.07% 2.02%
September 30, 2001 0.08 4.71 2.41
December 31, 2000 0.46 4.31 1.06

2

Impact of Recent Change to Regulatory Capital Rules

        The federal banking regulators, including the Federal Reserve, our principal regulator, have adopted revised regulatory capital standards
regarding the treatment of certain recourse obligations, direct credit substitutes, residual interests in assets securitizations, and other securitized
transactions. In general, the new rules require a banking institution that has certain residual assets, including assets commonly referred to as
"interest-only strips," in an amount that exceeds 25% of its Tier 1 capital, to deduct the after-tax excess amount of credit-enhancing interest-only
strips from Tier 1 capital for purposes of computing risk-based capital ratios.

        The new capital standards became effective on January 1, 2002, for new residual interests related to any transaction covered by the revised
rules that settles after December 31, 2001. For transactions settled before January 1, 2002, application of the new capital treatment to the
residuals created will be delayed until December 31, 2002.

        We believe these new rules apply to many, if not all, of the securitization transactions historically done by our home equity line of business
to fund loan production. The residual assets we now own exceed the 25% concentration limit in the new capital treatment rules. On a pro forma
basis adjusted to give effect to the sale of $75 million of our common shares in this offering, and assuming conservatively that all of our residual
assets are subject to the new capital treatment, our residual assets as of September 30, 2001, comprised 51% of our consolidated Tier 1 capital.
We are taking steps to materially reduce the levels of our residuals as a percentage of Tier 1 capital. On November 29, 2001, we sold
$12.3 million of our residual interests in our home equity loans previously securitized in September 2000. This represents our fourth sale of
residual assets in the last two years. See the "Capitalization" section on page 57 for a table showing our pro forma capital ratios giving effect to
the new capital treatment. By the end of 2002, we expect our residual interests to have declined to approximately 35% of Tier 1 capital, falling to
approximately 20% by the end of 2003.

        We have financed our significant growth in our home equity lending line of business to date using transaction structures that create residual
assets through "gain-on-sale" accounting�sales transactions accounted for under SFAS 140. To address the new rules, beginning in 2002 we will
be eliminating our use of these securitization structures that require gain-on-sale accounting treatment. We believe using on-balance sheet
financing rather than transactions accounted for as gain-on-sale under SFAS 140 will allow continued access to the capital markets for
cost-effective, matched funding of our loan assets, while not meaningfully affecting or changing our cash flows, nor changing the longer term
profitability of our home equity lending operation.

        Changing our securitization practices will significantly affect the financial results of our home equity line of business in 2002. The key
financial impacts we expect include:

�
By using on-balance sheet financing to fund our home equity loan originations, we will be required to change the timing of
revenue recognition on these assets under generally accepted accounting principles. For assets funded on-balance sheet, we
record interest income over the life of the loan, while for assets funded through transactions accounted for under SFAS 140,
we have recorded revenue as trading gains at the time of sale based on the discounted present value of the anticipated
revenue stream over the expected life of the loans. This different accounting treatment does not, however, affect cash flows
related to the loans, and management expects that the ultimate total receipt of revenues and profitability derived from our
home equity loans will be substantially unchanged by these different financing structures.

�
Due to the anticipated delay in revenue recognition under the new financing structures we intend to pursue, we plan to
reduce the rate of growth in production and related expenses in the home equity lending line of business to more closely
align anticipated revenue recognition and expenses under this new model. This process is now underway. However, while
we anticipate
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3

continued profitability on a consolidated basis, we currently expect to report a loss in 2002 in our home equity lending line
of business as we make this transition.

�
After the initial transition period, as the portfolio of on-balance sheet home equity loans continues to grow, we should record
increased levels of net interest income sufficient to cover ongoing expenses. We would then expect to be in a position to
resume profitable growth in this line of business. We may also pursue selective opportunities to sell whole loans in cash sale
transactions if attractive terms can be negotiated. We currently anticipate that our home equity lending line of business will
return to profitability in 2003.

Pro Forma Capital Relative to New Regulation on Residuals

        Our Tier 1 capital totaled $295.0 million as of December 31, 2001, or 6.8% of risk-weighted assets. On a pro forma basis, giving full effect
to the new risk-weighted capital regulations regarding residual assets, as further adjusted to give effect to the net proceeds from this offering and
prior to any residual asset reduction steps we are contemplating to reduce our concentration of residual assets or to reclassify for capital
treatment purposes any of those residual assets, or any other changes, our Tier 1 capital and total capital to risk-weighted assets would be
approximately 7.7% and 10.6%, respectively, as of December 31, 2001. See "Capitalization." The new capital rules do not become fully
effective until December 31, 2002.

Earnings Outlook

        Taking the factors discussed above into account, we expect consolidated net income to decline in 2002 but then to increase significantly in
2003. Management currently estimates that consolidated net income will be approximately $36 million in 2002 and approximately $54 million in
2003. These estimates include $2.7 million of after-tax interest expense on our convertible trust preferred securities, which would be added back
to net income for purposes of calculating fully diluted earnings per share under generally accepted accounting principles. These estimates are
based on various factors and current assumptions management believes are reasonable, including current industry forecasts of a variety of
economic and competitive factors. However, projections are inherently uncertain, and our actual earnings may differ significantly from these
estimates due to uncertainties and risks related to our business, including those described in the "Risk Factors" section beginning on page 14 and
elsewhere in this prospectus. These estimates constitute forward-looking statements as described under "Special Note Regarding
Forward-looking Statements" on page 22 of this prospectus.

        While our financial results in 2002 will likely be significantly different than our historical performance for the reasons discussed above,
management anticipates that after 2002, we can again achieve our long-term financial objectives of at least 12% annual earnings per share
growth and greater than 15% return on common equity.

Strategy

        Our strategy is to maintain a diverse revenue stream by focusing on niches in financial services where we believe we can optimize the
productivity of our capital and where our experience and expertise can provide a competitive advantage. Our operational objectives are premised
on simultaneously achieving three goals: creditworthiness, profitability and growth. We refer to this as creditworthy, profitable growth. We
believe we must continually balance these goals in order to deliver long-term value to all of our stakeholders. We have developed a four-part
business plan to meet these goals:

�
We focus on product or market niches in financial services that we believe are underserved and where we believe customers
are willing to pay a premium for value-added services.

4

�
We enter niches only when we have attracted senior managers who have proven track records in the niche for which they
are responsible.

�
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We diversify our revenues and allocate our capital across complementary lines of business as a key part of our risk
management. Our lines of business are cyclical, but when combined in an appropriate mix, we believe they provide sources
of diversification and opportunities for growth in a variety of economic conditions.

�
We reinvest on an ongoing basis in the development of new and existing opportunities.

        We believe our historical growth and profitability is the result of our endeavors to pursue complementary consumer and commercial
lending niches through our bank holding company structure, our experienced management, our diverse product and geographic markets, and our
willingness and ability to align the compensation structure of each of our lines of business with the interests of our stakeholders. Through
various economic environments and cycles, we have had a relatively stable revenue and earnings stream on a consolidated basis generated
primarily through internal growth rather than acquisitions. Over the five-year and ten-year periods ending December 31, 2000, respectively, our
financial performance has been as follows:

�
our return on average equity averaged 21.11% and 22.04%;

�
our diluted earnings per common share compounded at an average annual growth rate of 14.25% and 20.99%;

�
our net revenues(1) compounded at an average annual growth rate of 13.19% and 19.44%;

�
our nonperforming assets to total assets averaged 0.61% and 0.52%;

�
our annual net charge-offs to average loans and leases averaged 0.36% and 0.42%; and

�
our book value per common share compounded at an average annual growth rate of 14.47% and 18.95%.

(1)

Net revenues consist of net interest income plus noninterest income.

Major Lines of Business

        We are a regulated bank holding company. At the parent level, we work actively to add value to our lines of business by interacting with
the management teams, capitalizing on interrelationships, providing centralized services and coordinating overall organizational decisions.
Under this organizational structure, our separate businesses currently hold and fund the majority of their assets through Irwin Union Bank and
Trust. This provides additional liquidity and results in regulatory oversight of each of our lines of business.

5

        The following table shows our net income (loss) by line of business:

Nine Months Ended
September 30, Year Ended December 31,

2001 2000 2000 1999 1998 1997 1996

(in thousands)

Commercial banking $ 5,917 $ 5,350 $ 7,090 $ 7,345 $ 6,509 $ 5,587 $ 4,254
Mortgage banking 25,305 9,944 13,006 23,063 28,853 21,300 20,422
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Nine Months Ended
September 30, Year Ended December 31,

Home equity lending 10,669 10,515 18,494 12,606 (6,668) 1,710 (816)
Equipment leasing (2,731) (2,366) (2,563) (843) � � �
Venture capital (3,099) 4,077 2,723 656 � � �
Other(1) (2,615) (1,406) (3,084) (9,671) 1,809 (4,153) (1,432)

Total consolidated net income $ 33,446 $ 26,114 $ 35,666 $ 33,156 $ 30,503 $ 24,444 $ 22,428

(1)
Includes parent, medical equipment leasing and consolidating entries.

Commercial Banking

        Our commercial banking line of business focuses on providing credit, cash management and personal banking products to small businesses
and business owners. Services include a full line of consumer, mortgage and commercial loans, as well as personal and commercial checking
accounts, savings and time deposit accounts, personal and business loans, credit card services, money transfer services, financial counseling,
property, casualty, life and health insurance agency services, trust services, securities brokerage, and safe deposit facilities. Under the bank's
commercial lending policies, at September 30, 2001, our lending limit is $10.0 million, and our average size commercial loan is $0.3 million.

        We offer commercial banking services through our banking subsidiaries, Irwin Union Bank and Trust, an Indiana state-chartered
commercial bank, and Irwin Union Bank, F.S.B., a federal savings bank. We formed the federal savings bank to allow us the flexibility to
expand our banking business into markets where state-chartered banks like Irwin Union Bank and Trust are not permitted to branch under
current law. We sell a substantial majority of the commercial loans we originate at Irwin Union Bank, F.S.B. to Irwin Union Bank and Trust. We
have offices throughout nine counties in central and southern Indiana; Kalamazoo, Grandville, Traverse City and Lansing, Michigan; Carson
City and Las Vegas, Nevada; Brentwood, Missouri; Louisville, Kentucky; Salt Lake City, Utah; and Phoenix, Arizona. In this prospectus, we
refer to our bank subsidiaries together as the bank.

        Our strategy is to expand our commercial banking line of business into selected new markets. We target metropolitan markets with strong
economies where we believe recent bank consolidation has negatively impacted customers. We believe that this consolidation has led to
disenchantment with the delivery of financial services to the small business community among both the owners of those small businesses and the
senior banking officers who had been providing services to them. In markets that management identifies as attractive opportunities, the bank
seeks to hire senior commercial loan officers who have strong local ties and who can focus on providing personalized lending services to small
businesses in that market.
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        The following table shows selected financial data for our commercial banking line of business:

At or For
Nine Months Ended

September 30,
At or For

Year Ended December 31,

2001 2000 2000 1999 1998 1997 1996

(dollars in thousands)

Commercial Banking:
Net income $ 5,917 $ 5,350 $ 7,090 $ 7,345 $ 6,509 $ 5,587 $ 4,254
Total assets 1,527,909 1,061,797 1,167,559 789,560 607,992 539,233 503,507
Total loans 1,415,547 974,539 1,067,980 720,493 514,950 410,272 336,580
Allowance for loan
and lease losses 12,219 8,559 9,228 7,375 6,680 5,525 4,790
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At or For
Nine Months Ended

September 30,
At or For

Year Ended December 31,

Total deposits 1,292,546 924,272 998,892 710,899 567,526 486,481 453,879

Return on average
assets 0.60% 0.79% 0.74% 1.08% 1.15% 1.08% 0.92%
Return on average
equity 10.03 12.98 12.39 13.89 15.49 15.42 13.35
Net interest margin 3.81 4.38 4.25 4.82 4.75 4.61 4.67
Efficiency ratio 69.86 71.28 71.00 68.06 66.60 64.62 69.66
Nonperforming assets
to total assets 0.16 0.20 0.23 0.15 0.31 0.60 0.76
Allowance for loan
losses to total loans 0.86 0.88 0.86 1.02 1.30 1.35 1.43
Net charge-offs to
average loans 0.12 0.10 0.12 0.16 0.13 0.34 0.34
Mortgage Banking

        In our mortgage banking line of business we originate, purchase, sell and service conventional and government agency-backed residential
mortgage loans throughout the United States. We established this line of business when we acquired our subsidiary, Irwin Mortgage
Corporation, in 1981. Most of our mortgage originations either are insured by an agency of the federal government, such as the Federal Housing
Authority, or FHA, and the Veterans Administration, or VA, or, in the case of conventional mortgages, meet requirements for resale to the
Federal National Mortgage Association, or FNMA, or the Federal Home Loan Mortgage Corporation, or FHLMC. This allows us to remove
substantially all of the credit risk of these loans from our balance sheet. We sell mortgage loans to institutional and private investors but may
retain servicing rights to the loans we originate or purchase from correspondents. We believe this balance between mortgage loan originations
and mortgage loan servicing provides us a natural hedge against interest rate changes, which has helped stabilize our revenue stream.

        We originate mortgage loans through retail offices, direct marketing and our Internet website. We also purchase mortgage loans through
mortgage brokers. We consider this part of our business wholesale lending. At December 31, 2001, Irwin Mortgage operated 100 production and
satellite offices in 27 states. Our mortgage banking line of business is currently our largest contributor to revenue, comprising 55.2% of our total
revenues for the nine months ended September 30, 2001, compared to 48.8% for the first nine months of 2000. Our mortgage banking line of
business contributed 75.7% of our net income for the first nine months of 2001, compared to 38.1% for the same period in 2000.

7

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

At or For
Nine Months Ended

September 30,
At or For

Year Ended December 31,

2001 2000 2000 1999 1998 1997 1996

(dollars in thousands)

Mortgage Banking:
Net income $ 25,305 $ 9,944 $ 13,006 $ 23,063 $ 28,853 $ 21,300 $ 20,422

Net interest income 18,026 11,757 15,401 21,745 26,244 17,577 17,178
Provision for loan
losses 154 66 357 (1,998) (1,721) (1,383) (455)
Loan origination
fees 43,007 25,417 34,688 46,311 59,328 41,045 43,463
Gain on sale of loans 74,602 33,977 45,601 72,395 97,724 53,332 41,333
Loan servicing fees 37,876 38,939 50,309 54,247 55,217 50,194 45,573

6,079 14,432 27,528 9,005 829 1,512 1,224
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Gain on sale of bulk
servicing

At or For
Nine Months Ended

September 30,
At or For

Year Ended December 31,

Amortization and
impairment of
servicing assets, net
of hedging (23,818) (21,606) (37,490) (24,566) (29,805) (15,843) (13,897)
Total net revenue 159,822 106,445 140,932 180,767 207,238 147,657 135,310

Total mortgage
originations 6,388,294 2,986,445 4,091,573 5,876,750 8,944,615 5,397,338 5,085,625
Refinancings to total
originations 49.80% 13.70% 16.39% 28.64% 49.54% 22.53% 18.95%
Servicing sold to
originations 27.95 85.12 99.35 79.89 56.95 71.82 60.87
Owned first
mortgage servicing
portfolio $ 11,667,136 $ 9,963,018 $ 9,196,513 $ 10,488,112 $ 11,242,470 $ 10,713,549 $ 10,810,988
Bulk sales of
servicing 610,610 1,473,787 2,526,006 1,216,718 99,929 536,971 1,481,433
Capitalized servicing 152,910 133,288 121,555 132,648 113,131 81,610 71,415
Capitalized servicing
to servicing portfolio 1.3% 1.3% 1.3% 1.3% 1.0% 0.8% 0.7%
Weighted average
coupon 7.46 7.73 7.76 7.51 7.56 7.85 7.83
Home Equity Lending

        In our home equity lending line of business, we originate, purchase, securitize and service home equity loans and lines of credit nationwide.
We generally sell the loans through securitization transactions. We continue to service the loans we securitize. We target creditworthy,
homeowning consumers who are active, unsecured credit card debt users. Target customers are underwritten using proprietary models based on
several criteria, including the customers' previous use of credit. We market our home equity products through direct mail and telemarketing,
mortgage brokers and correspondent lenders nationwide and through Internet-based solicitations.

        We established this line of business when we formed Irwin Home Equity Corporation in 1994 as our subsidiary. Irwin Home Equity is
headquartered in San Ramon, California and became a subsidiary of Irwin Union Bank and Trust in 2001. In 1997 and 1998, we largely
redesigned our product offerings, introducing new products with origination fees and early repayment options. We also introduced home equity
loans with loan-to-value ratios of up to 125% of their collateral value. Home equity loans with loan-to-value ratios greater than 100% are priced
with higher coupons than home equity loans with loan-to-value ratios less than 100% to compensate for the increased risk. For the nine months
ended September 30, 2001, home equity loans with loan-to-value ratios greater than 100% made up 58% of our loan originations and 49% of our
managed portfolio at September 30, 2001.

        For most of our home equity product offerings, we offer customers the choice to accept an early repayment fee in exchange for a lower
interest rate. A typical early repayment option provides for a fee equal to up to six months' interest that is payable if the borrower chooses to
repay the loan during the first three to five years of its term. Approximately 82.1%, or $1.1 billion, of our home equity loan
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servicing portfolio at September 30, 2001 has early repayment fees. This portfolio does not include our floating rate lines of credit.

        We expect to continue to originate new loans in our home equity lending line of business through the development of new products, the
extension of existing products to new customers, and continued sales through our indirect distribution channels. These include brokers,
correspondent lenders and Internet sites.

        The environment for high loan-to-value home equity lending has become more favorable for us during the past two years due to the exit of
many home equity lenders who did not survive the competitive pressures and significant refinance activity of 1998. This has helped our recent
expansion in our home equity lending line of business, although we expect the rate of growth in this line of business to be slower in 2002 than in
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recent periods as we adjust to the new capital rules as described in the "Recent Developments" section, and we expect this line of business to
show a loss in net income during 2002.

        In light of greater uncertainty in the national economy, during the third quarter of 2001, we increased loss reserves and the aggregate
discount rate on our interest-only strips to 2.48% and 18.5% to account for potential increased future losses and increased uncertainty about
future volatility in actual cash flows. These changes led to mark-to-market impairment from loss reserve and discount rate assumptions of
$14.6 million and $7.6 million, respectively, during the third quarter of 2001. We also increased our assumption for future prepayment speeds to
24.9%, which resulted in impairment charges of $9.4 million.

        The following table shows selected financial data for our home equity lending line of business:

At or For
Nine Months Ended

September 30,
At or For

Year Ended December 31,

2001 2000 2000 1999 1998 1997 1996

(dollars in thousands)

Home Equity Lending:
Net interest income $ 47,240 $ 21,254 $ 35,593 $ 18,852 $ 5,495 $ 7,129 $ 7,755
Provision for loan losses (584) (134) (461) � (513) (1,404) (983)
Gain on sale of loans 70,716 34,938 30,340 23,998 18,610 15,908 7,798
Loan origination fees 874 440 951 273 � � �
Loan servicing fees 9,702 5,081 7,559 4,907 3,323 2,145 710
Amortization and impairment of
servicing assets (1,941) (1,104) (1,583) (1,445) (842) (334) �
Trading gains (losses) (34,723) 10,123 14,399 2,512 (2,952) (1,961) �
Total net revenue 91,347 70,598 103,447 50,566 23,941 21,777 15,420
Operating expense 73,565 53,072 72,623 35,557 30,609 20,067 16,236
Net income (loss) 10,669 10,515 18,494 12,606 (6,668) 1,710 (816)

Loan and line of credit volume 802,559 601,038 1,225,955 439,507 389,673 214,518 169,120
Secondary market delivery 850,836 565,219 774,610 430,743 294,261 210,057 79,936
Total managed portfolio 2,162,877 1,282,947 1,825,527 842,403 581,241 358,166 230,450
Interest-only strips(1) 197,486 103,903 152,614 57,883 32,321 22,134 12,661
Weighted average yield on loans 13.37% 12.87% 13.09% 12.33% 11.86% 13.97% 14.08%
Weighted average yield on lines
of credit 11.69 14.23 14.04 12.72 11.89 12.96 12.80
Gain on sale to total loans
securitized 8.31 6.18 3.92 5.57 6.32 7.57 9.76
Net home equity charge-offs to
managed home equity portfolio(2) 1.31 0.64 0.57 0.36 0.37 0.29 0.02
Delinquency ratio 4.7 3.3 4.3 2.7 1.3 1.5 0.7
Return on average equity(2) 14.43 25.55 30.57 17.12 (15.79) 7.33 (5.20)

(1)
Included in trading assets on our consolidated balance sheets.

(2)
Annualized for interim periods.

9

Equipment Leasing

        In our equipment leasing line of business, we originate transactions with brokers and vendors throughout North America and through direct
sales to franchisees. The majority of our leases are full payout (i.e., no residual), small-ticket assets secured by commercial equipment. We
finance a variety of commercial and office equipment types and try to limit the industry and geographic concentrations in our lease portfolio.
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        We established this line of business in 1999 when we formed Irwin Business Finance Corporation, our United States equipment leasing
company. We acquired Onset Capital Corporation, a Canadian equipment leasing company, in July 2000. These companies originate and service
small- to medium-sized equipment leases and loans. We established Irwin Capital Holdings Corporation in April 2001 as a subsidiary of Irwin
Union Bank and Trust to serve as the parent company for both our United States and Canadian leasing companies. Because it is in a
development stage, management anticipates that our equipment leasing line of business will not break even until at least mid-2002. Our
equipment leasing line of business had a total portfolio of $244.7 million as of September 30, 2001.

Venture Capital

        In our venture capital line of business, we make minority investments in early stage companies in the financial services industry and related
fields that intend to use technology as a key component of their competitive strategy. We established this line of business when we formed Irwin
Ventures in the third quarter of 1999. We provide Irwin Ventures' portfolio companies the benefit of our management experience in the financial
services marketplace. In addition, we expect that contacts made through venture activities may benefit management of our other lines of business
through the sharing of technologies and market opportunities. In August 1999, Irwin Ventures established Irwin Ventures Incorporated SBIC
(now Irwin Ventures SBIC LLC), which has received a small business investment company license from the Small Business Administration.
Our venture capital line of business had investments in five private companies as of September 30, 2001, with an aggregate investment cost of
$10.0 million and a carrying value of $12.1 million.

        Our principal executive offices are located at 500 Washington Street, P.O. Box 929, Columbus, Indiana 47201. Our telephone number is
(812) 376-1909.
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The Offering

Common shares offered 4,500,000 shares
Offering price per common share $            
Common shares to be outstanding after the offering 25,815,430 shares(1)

Use of proceeds We intend to use the net proceeds from this offering to support future growth of our
lines of business, to maintain our regulatory capital levels at desired levels under the
new capital rules, and for other general corporate purposes. We anticipate that all or
substantially all of the net proceeds of this offering will be contributed as capital to the
bank, since we use the bank to fund assets for the majority of our lines of business. In
particular, we expect to use the majority of the capital to support funding in our
commercial banking, home equity lending, and leasing lines of business.

Risk factors See "Risk Factors" beginning on page 14 and other information included in this
prospectus for a discussion of factors you should consider carefully before deciding to
invest in our common shares.

New York Stock Exchange symbol IFC

(1)
The number of shares to be outstanding after this offering excludes 1,683,303 shares issuable upon exercise of outstanding employee
and director stock options and an additional 627,800 shares to be issuable upon exercise of options that are being granted effective as
of the date of this prospectus, 2,610,270 shares issuable upon the conversion of outstanding convertible trust preferred securities and
416,663 shares issuable upon the conversion of the outstanding shares of our Series A, Series B and Series C convertible preferred
shares.
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SUMMARY CONSOLIDATED FINANCIAL DATA
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        The summary consolidated financial data presented below for, and as of the end of, each of the years in the five-year period ended
December 31, 2000, are derived from our historical financial statements. Our consolidated financial statements for each of the five years ended
December 31, 2000 have been audited by PricewaterhouseCoopers LLP, independent accountants. The summary data presented below for the
nine-month periods ended September 30, 2001 and 2000, are derived from our unaudited financial statements. In our opinion, all adjustments,
consisting only of normal recurring adjustments, necessary for a fair statement of results as of or for the nine-month periods indicated have been
included. This information should be read in conjunction with "Management's Discussion and Analysis of Financial Condition and Results of
Operations" and the consolidated financial statements and the notes thereto included elsewhere in this prospectus. Results for past periods are
not necessarily indicative of results that may be expected for any future period, and results for the nine-month period ended September 30, 2001,
are not necessarily indicative of results that may be expected for the entire year ending December 31, 2001.

At or For
Nine Months Ended

September 30,
At or For

Year Ended December 31,

2001 2000 2000 1999 1998 1997 1996

(in thousands, except per share data)

Statements of Income Data:
Net interest income $ 104,189 $ 61,210 $ 90,996 $ 67,122 $ 59,201 $ 50,386 $ 50,020
Provision for loan and lease losses (9,363) (3,610) (5,403) (4,443) (5,995) (6,238) (4,553)

Net interest income after provision
for loan and lease losses 94,826 57,600 85,593 62,679 53,206 44,148 45,467

Noninterest income:

Loan origination fees 44,388 26,177 36,066 41,024 60,013 41,370 43,779

Gain on sale of loans 147,339 69,188 93,677 74,834 75,201 39,210 34,248

Loan servicing fees 48,412 44,781 58,939 60,581 57,284 53,257 46,877
Amortization and impairment of
servicing assets (68,795) (23,044) (39,529) (15,702) (35,388) (16,355) (14,331)

Gain on sale of servicing assets 6,079 14,432 27,528 37,801 43,308 32,631 16,378

Trading gains (losses) 9,893 10,123 14,399 (8,296) 1,366 (1,961) �

Gain from sale of leasing assets � � � � 5,241 � �

Other 7,461 18,974 20,631 13,827 11,832 8,696 8,699

Total noninterest income 194,777 160,631 211,711 204,069 218,857 156,848 135,650
Noninterest expense 234,911 174,720 237,962 214,111 221,206 158,818 143,829

Income before income taxes 54,692 43,511 59,342 52,637 50,857 42,178 37,288
Provision for income taxes 21,700 17,397 23,676 19,481 20,354 17,734 14,860

Income before minority interest 32,992 26,114 35,666 33,156 30,503 24,444 22,428
Minority interest (279) � � � � � �

Income before cumulative effect of
change in accounting principle 33,271 26,114 35,666 33,156 30,503 24,444 22,428
Cumulative effect of change in
accounting principle, net of tax 175 � � � � � �

Net income available to common
shareholders $ 33,446 $ 26,114 $ 35,666 $ 33,156 $ 30,503 $ 24,444 $ 22,428

Mortgage loan originations $ 6,388,294 $ 2,986,445 $ 4,091,573 $ 5,876,750 $ 8,944,615 $ 5,397,338 $ 5,085,625
Home equity loan originations 802,559 601,038 1,225,955 439,507 389,673 214,518 169,120

Common Share Data:
Earnings per share(1):
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At or For
Nine Months Ended

September 30,
At or For

Year Ended December 31,

Basic $ 1.58 $ 1.24 $ 1.70 $ 1.54 $ 1.40 $ 1.10 $ 0.99

Diluted 1.47 1.23 1.67 1.51 1.38 1.08 0.98
Cash dividends per share 0.19 0.18 0.24 0.20 0.16 0.14 0.12
Book value per share 10.32 8.60 8.97 7.55 6.70 5.82 5.23
Dividend payout ratio 12.36% 14.46% 14.13% 12.93% 11.39% 12.74% 12.15%
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Weighted average shares�basic 21,147 21,001 20,973 21,530 21,732 22,326 22,716
Weighted average shares�diluted 24,154 21,213 21,593 21,886 22,139 22,722 23,030
Shares outstanding�end of period 21,276 21,004 21,026 21,105 21,673 22,001 22,738

Balance Sheet Data:
Assets $ 3,079,546 $ 2,149,280 $ 2,422,429 $ 1,680,847 $ 1,946,179 $ 1,496,794 $ 1,300,122
Trading assets 208,429 104,315 154,921 59,025 32,148 22,133 12,661
Loans held for sale 651,380 490,690 579,788 508,997 936,788 528,739 446,898
Loans and leases 1,707,334 1,117,746 1,234,922 733,424 556,991 611,093 533,050
Allowance for loan and lease
losses 17,700 12,629 13,129 8,555 9,888 8,812 6,875
Servicing assets 168,786 140,966 132,638 138,500 117,129 83,044 72,122
Deposits 2,175,120 1,320,514 1,443,330 870,318 1,009,211 719,596 640,153
Short-term borrowings 292,303 461,627 475,502 473,103 644,861 512,275 461,866
Long-term debt 29,642 30,849 29,608 29,784 2,839 7,096 17,659
Trust preferred securities 161,788 49,975 147,167 48,071 47,999 47,927 �
Shareholders' equity 220,908 181,989 189,925 159,296 145,233 127,983 118,903

Owned first mortgage servicing
portfolio 11,667,136 9,963,018 9,196,513 10,488,112 11,242,470 10,713,549 10,810,988
Managed home equity portfolio 2,162,877 1,282,947 1,825,527 842,403 581,241 358,166 230,450

Selected Financial Ratios:
Performance Ratios:
Return on average assets(2) 1.46% 1.82% 1.76% 2.01% 1.85% 1.94% 1.95%
Return on average equity(2) 22.25 20.88 20.83 21.51 22.77 19.80 20.37
Net interest margin(2)(3)(4) 5.21 5.03 5.36 5.03 4.33 5.15 5.12
Noninterest income to revenues(5) 65.15 72.41 69.94 75.25 78.71 75.89 73.06
Efficiency ratio(6) 78.57 78.76 78.61 78.95 79.55 76.74 77.46
Loans and leases to deposits(7) 78.49 84.64 85.56 84.27 55.19 84.92 83.27
Average interest-earning assets to
average interest-bearing liabilities 115.39 114.24 113.51 127.36 121.02 124.00 131.18

Asset Quality Ratios:
Allowance for loan and lease
losses to:

Total loans and leases 1.04% 1.13% 1.06% 1.17% 1.78% 1.45% 1.29%
Non-performing loans and
leases 154.91 195.22 181.79 189.86 84.28 115.02 131.45

Net charge-offs to average loans
and leases(2) 0.43 0.21 0.28 0.27 0.33 0.46 0.36
Net home equity charge-offs to
managed home equity portfolio(2) 1.31 0.64 0.57 0.36 0.37 0.29 0.02
Non-performing assets to total
assets 0.53 0.44 0.42 0.48 0.78 0.64 0.57
Non-performing assets to total
loans and other real estate owned 0.95 0.84 0.81 1.09 2.77 1.55 1.76

Capital Ratios:
Average shareholders' equity to
average assets 6.56% 8.71% 8.46% 9.35% 8.09% 9.32% 9.46%
Tier 1 capital ratio 7.26 8.96 8.87 11.39 11.63 13.56 12.20
Tier 1 leverage ratio 9.45 12.01 12.41 12.77 10.51 12.06 9.84
Total risk-based capital ratio 10.84 10.62 13.59 13.50 12.25 14.85 12.88
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(1)
Earnings per share of common stock before cumulative effect of change in accounting principle related to SFAS 133, "Accounting for Derivative
Instruments and Hedging Activities," for the nine month period ended September 30, 2001 was $1.57 basic and $1.46 diluted.

(2)
Certain financial ratios for interim periods have been annualized.

(3)
Net interest income divided by average interest-earning assets.

(4)
Calculated on a tax-equivalent basis.

(5)
Revenues consist of net interest income plus noninterest income.

(6)
Noninterest expense divided by net interest income plus noninterest income.

(7)
Excludes loans held for sale.
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RISK FACTORS

An investment in our common shares involves a number of risks. We urge you to read all of the information contained in this prospectus. In
addition, we urge you to consider carefully the following factors in evaluating an investment in our common shares.

Risks Relating to General Economic Conditions and Interest Rates.

We may be adversely affected by a general deterioration in economic conditions.

        The risks associated with our business become more acute in periods of a slowing economy or recession, like we have seen over the last
two quarters. Economic declines may be accompanied by a decrease in demand for consumer and commercial credit and declining real estate
and other asset values. Delinquencies, foreclosures and losses generally increase during economic slowdowns or recessions. We expect that our
servicing costs and credit losses will increase during periods of economic slowdown or recession.

        In our residential mortgage and home equity lending lines of business, a material decline in real estate values may reduce the ability of
borrowers to use home equity to support borrowings and increases the loan-to-value ratios of loans we have previously made, thereby weakening
collateral coverage and increasing the possibility of a loss in the event of a default. The volume of our home equity loans has increased
significantly during the last several years during which the national economy has been relatively strong, with volume in 2000 up 221.7% from
volume in 1998. The 30-day and greater delinquency ratio for our home equity portfolio was 5.07% at December 31, 2001, up from 4.31% and
2.70% at December 31, 2000 and 1999, respectively.

        During the third quarter of 2001, we took certain steps in anticipation of further deterioration in the national economy that could lead to
greater stress on homeowners' cash flows and potentially greater losses in our portfolio. These steps included increasing our loss reserve and the
aggregate discount rate on our residual interests in our home equity lending line of business. These changes led to mark-to- market impairment
from loss reserve and discount rate assumptions of $14.6 million and $7.6 million, respectively, during the third quarter of 2001. We also
increased our assumption for future prepayment speeds which resulted in impairment charges of $9.4 million. If the default rates on these
relatively unseasoned loans increase beyond our current forecast, due to economic slowdown, recession or otherwise, our default assumptions
for the residual interests would change and we would recognize additional trading losses with respect to these residual interests during the period
in which these defaults or changes in assumptions occur. Any substantial period of increased delinquencies, foreclosures, losses or increased
costs could adversely affect our ability to finance loans or other assets through securitizations and increase the costs associated with this activity.
This could adversely affect our financial condition and results of operations.

We may be adversely affected by interest rate changes.
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        We and our subsidiaries are subject to interest rate risk in our consumer and commercial lending businesses, although interest rate
sensitivity impacts our various lines of business differently. Changes in interest rates likely will affect the pricing of loans and deposits and the
value that we can recognize on the sale of mortgage and home equity loan originations or servicing portfolios. Interest rates tend to have
opposite effects on the loan production aspect and the servicing aspect of these two lines of business.

        Reductions in interest rates expose us to write-downs in the carrying value of the mortgage servicing and other servicing assets we hold on
our balance sheet. These assets are recorded at the lower of their cost or market value and a valuation allowance is recorded for any impairment.
Decreasing interest rates often lead to increased prepayments in the underlying loans which requires
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that we write down the carrying value of these servicing assets. These assets, if improperly hedged or mismanaged, could adversely affect our
results of operations during the period in which the impairment occurs. For example, during the third quarter of 2001, we recorded a gross
impairment expense, excluding any offsetting hedging activities, on our mortgage servicing assets of $41.9 million compared to $4.0 million
during the same period in 2000. This was offset by hedging gains of $43.2 million and $0, respectively, during these same periods.

        Reductions in interest rates also cause trading losses related to residual interests that we often retain when selling or securitizing home
equity loans. These assets are reflected on our balance sheet at their fair value with subsequent unrealized gain or loss recorded in our results of
operations for any period in which the fair value changes. Fair value is based on a discounted cash flow analysis that takes into account, among
other things, prepayment assumptions regarding the underlying loans. Decreasing interest rates often lead to an increase in actual and projected
prepayments in the underlying loans. This could require that we recognize a trading loss with respect to our interest-only strips during the period
in which the interest rates decrease. For example, during the third quarter of 2001, we recorded an unrecognized trading loss of $31.6 million,
due to changes in the valuation assumptions for residual assets in our home equity lending line of business.

        Our commercial lending and equipment leasing lines of business mainly depend on earnings derived from net interest income. Net interest
income is the difference between interest earned on loans and investments and the interest expense paid on other borrowings, including deposits
at our banks. Our interest income and interest expense are affected by general economic conditions and by the policies of regulatory authorities,
including the monetary policies of the Federal Reserve.

        Although we have taken measures intended to manage the risks of operating in changing interest rate environments, we may not be able to
mitigate interest rate sensitivity effectively. Our risk management techniques include modeling interest rate scenarios, using financial hedging
instruments, match-funding certain loan assets, selling selected servicing rights and maintaining a strong loan production operation to offset
interest rate risk. There are costs and risks associated with our risk management techniques, and these could be substantial.

        Finally, to reduce the effect interest rates have on our businesses, we periodically invest in derivatives and other interest-sensitive
instruments. While our intent in purchasing these instruments is to reduce our overall interest rate sensitivity, the performance of these
instruments is, at times, unpredictable. When our hedges work as anticipated, they serve to reduce other losses. We experienced this in the third
quarter of 2001 when hedging gains offset impairment to the value of our mortgage servicing assets. However, our investments in derivatives
and other financial instruments we purchase with intent to hedge our interest rate risks may not always produce results in a highly correlated
manner compared to the assets or liabilities being hedged. As a result, we may incur additional losses. For example, in the fourth quarter of
2001, a $31.2 million valuation increase in our mortgage servicing assets was more than offset by $38.6 million of hedging losses. For additional
information about our hedging activities discussion, see "Derivative Financial Instruments" on page 97.

Risks Relating to an Investment in Us.

We will be affected by new regulatory capital rules and expect to eliminate gain-on-sale revenue from securitizations in our home equity
lending line of business beginning in 2002.

        On November 29, 2001, our banking regulators issued new rules that change the capital treatment of residual interests from loans
securitized by banks and other financial institutions. The new capital standards became effective on January 1, 2002, for new residual interests
related to any transaction covered by the revised rules that settles after December 31, 2001. For transactions settled before January 1, 2002,
application of the new capital treatment to the residuals created will be delayed until
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December 31, 2002. We believe the rules are intended to limit the use of residual interests, including interest-only strips, which often are
retained by lenders like us when securitizing a pool of loans. These regulations will require us to hold additional capital against the fair value of
our residual interests and in computing regulatory capital ratios, to deduct from capital amounts of certain residual interests in excess of 25% of
our Tier 1 capital. Because we will be required to hold additional capital against certain of the residual assets we now own, principally in our
home equity lending line of business, we intend to cease our use of securitization structures in this line of business that create interest-only
strips. In addition to changing our current securitization practices, we have taken steps, and will continue to pursue ways to reduce our residual
assets as a percentage of Tier 1 capital. These steps may include, but are not limited to: selling residuals to third parties as we have done in four
separate transactions in the past, raising additional capital from this offering and possible subsequent offerings, hedging the risk in the residuals
with other financial instruments, and/or obtaining third-party insurance to achieve capital relief under the new rules. Based on our discussions
with our federal regulators, we believe these steps will be appropriate to manage the level of our residual assets in light of the new capital rules.
However, if we are unsuccessful in managing the risk of our residual assets to a level acceptable to our regulators, these regulators may impose
supervisory directives that could restrict our ability to grow as planned, or that could require us to maintain capital at higher levels. If our bank
subsidiaries fail to meet the minimum FDIC standards for well-capitalized institutions, our ability to utilize brokered deposits as a funding
source would be restricted.

        Securitizations are an important part of our strategy in our home equity lending line of business. We have generated revenue and net
income on a regular basis through gains on sales of loans in prior securitization transaction structures that require gain-on-sale accounting
treatment�sale transactions accounted for under SFAS 140. During 2001, we securitized $1.0 billion of loans, generating a pre-tax gain of
$102.3 million. To fulfill our delivery commitments under the asset-backed securities we sold in the third quarter of 2001, we intend to sell an
additional $31 million of loans into the securitization trust prior to March 31, 2002. During 2000, we securitized $774.6 million of loans,
generating a pre-tax gain of $52.6 million. As discussed in the "Recent Developments" section and elsewhere in this prospectus, when we cease
our use of securitizations that utilize gain-on-sale accounting, we will no longer recognize gain-on-sale revenue but will instead record interest
income over the life of the loan. As a result of this change, our earnings will be adversely impacted in 2002.

We are the defendant in a class action lawsuit called Culpepper v. Inland Mortgage Corporation that could subject us to material liability.

        Our subsidiary, Irwin Mortgage Corporation, which was formerly known as Inland Mortgage Corporation, is the defendant in a class action
lawsuit called Culpepper v. Inland Mortgage Corporation. The plaintiffs originally filed this lawsuit in 1996 in federal district court in Northern
Alabama. The plaintiffs claim that certain payments that our subsidiary made to the plaintiffs' mortgage brokers are unlawful under the federal
Real Estate Settlement Procedures Act, commonly known as RESPA. We describe the history of the Culpepper case in greater detail under
"Legal Proceedings," beginning on page 99.

        Numerous class action lawsuits have been, and continue to be, filed throughout the United States against mortgage lenders alleging
violations of RESPA. While appeals are pending in a number of cases across the country, the Culpepper case is the only case to date in which a
federal circuit court of appeals has upheld a lower court's grant of class action certification in favor of the plaintiffs. This happened on June 15,
2001. The case is now proceeding in the federal district court. In response to the court of appeals' decision unfavorable to us, the plaintiffs filed a
motion for partial summary judgment in July 2001 asking the federal district court to find that our subsidiary is liable for violating RESPA. The
court has not yet ruled on this motion, and in November 2001, the parties filed supplemental briefs upon order of the district court. The briefs
address the parties' views on the import of a new
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policy statement issued by the Department of Housing and Urban Development on October 18, 2001, after the appellate court ruling in this case.
HUD is the agency responsible for interpreting and implementing RESPA. The clarifying policy statement explicitly disagreed with the court of
appeals' interpretation of RESPA in connection with the types of payments at issue in the Culpepper case. In addition to responding to the
district court's order, Irwin Mortgage filed a petition for certiorari with the United States Supreme Court seeking review of the court of appeals'
ruling and also filed a motion in the district court seeking a stay of further proceedings until the appellate court renders decisions in three other
RESPA cases pending in that court. On January 22, 2002, the Supreme Court denied Irwin Mortgage's petition for certiorari.

        If the court finds that Irwin Mortgage violated RESPA, Irwin Mortgage could be liable for damages equal to three times the amount of that
portion of payments made to the mortgage brokers that is ruled unlawful. Based on notices sent by the plaintiffs to date to potential class
members and additional notices that might be sent, we believe the class is not likely to exceed 32,000 borrowers who meet the class
specifications. We intend to vigorously defend this lawsuit and believe we have available numerous defenses to the claims. At this stage of the
litigation we are unable to reasonably estimate the amount of potential loss we could suffer, and we have not established any reserves related to
this case.
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        We expect that an adverse outcome in this litigation could subject us to significant monetary damages and this amount could be material to
our financial position. Adverse developments in this litigation, or negative publicity regarding this litigation, or the possibility of additional
RESPA litigation in the mortgage industry generally and against us in particular, also could cause the trading price of our common shares to
decline.

Our business may be affected adversely by the highly regulated environment in which we operate.

        We and our subsidiaries are subject to extensive federal and state regulation and supervision. Our failure to comply with these requirements
can lead to, among other remedies, termination or suspension of our licenses, rights of rescission for borrowers, class action lawsuits and
administrative enforcement actions. Recently enacted, proposed and future legislation and regulations have had, will continue to have or may
have significant impact on the financial services industry. Regulatory or legislative changes could cause us to change or limit some of our
consumer loan products or the way we operate our different lines of business. Future changes could affect the profitability of some or all of our
lines of business.

        Consumer loan originations are highly regulated and recent regulatory initiatives have focused on the mortgage and home equity lending
markets. Federal, state and local government agencies and/or legislators have begun to consider, and in some instances have adopted, legislation
to restrict lenders' ability to charge rates and fees in connection with residential mortgage loans. In general, these proposals involve lowering the
existing federal Homeownership and Equity Protection Act thresholds for defining a "high-cost" loan, and establishing enhanced protections and
remedies for borrowers who receive these loans. The proposed legislation has also included various loan term restrictions, such as limits on
balloon loan features. Frequently referred to generally as "predatory lending" legislation, many of these laws and rules extend beyond curbing
predatory lending practices to restrict commonly accepted lending activities, including some of our activities. For example, some of these laws
and rules prohibit any form of prepayment charge or severely restrict a borrower's ability to finance the points and fees charged in connection
with his or her loan. It is possible passage of these laws could limit our ability to impose various fees and charge what we believe are risk-based
interest rates on various types of consumer loans and may impose additional regulatory restrictions on our business in certain states.

        Because we originate home equity loans from our banking branch in Nevada, federal law permits us to conduct our home equity lending
business in compliance with Nevada law regardless of where the
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borrowers may reside. Nonetheless, from time to time regulators from other states have questioned our ability to charge certain fees, such as
prepayment penalties, to residents of their states. A change in federal or state law or regulation may affect the rates and fees we charge on home
equity loans made to borrowers outside Nevada.

        These and other potential changes in government regulation or policies could increase our costs of doing business and could adversely
affect our operations and the manner in which we conduct our business.

We may face challenges in managing our rapid growth.

        Our home equity and commercial lending businesses have grown rapidly over the past 18 months. We contemplate continued significant
growth in our lines of business as we implement our strategic plans. For this reason, the financial assets that we manage are likely to increase
significantly following this offering. Our business is a complex organization, and this growth may strain our existing managerial resources and
internal monitoring, accounting and reporting systems. If we are unable to expand the capabilities of our internal reporting and monitoring
systems or to hire qualified personnel as needed to keep pace with our growth, our existing risk management may suffer and we could incur
unanticipated losses. Rapid growth may also adversely impact our profitability.

We may need additional capital in the future and adequate financing may not be available to us on acceptable terms, or at all.

        We anticipate that the capital from this offering and what we expect to generate internally may not be sufficient to maintain our regulatory
capital levels at desired levels under the new capital rules while also supporting the level of growth contemplated under our current business
plan. We intend to seek additional capital in the future to fund growth of our operations and to maintain our regulatory capital at or above
well-capitalized standards. We may not be able to obtain additional debt or equity financing, or, if available, it may not be in amounts and on
terms acceptable to us. If we are unable to obtain the funding we need, we may be unable to develop our products and services, take advantage
of future opportunities or respond to competitive pressures, which could have a material adverse effect on us. When we sell additional common
shares, this will dilute your equity interest in us and may have a dilutive effect on our earnings per share.
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Our operations may be adversely affected if we are unable to secure adequate funding; our reliance on wholesale funding sources and
securitizations exposes us to potential liquidity risk and earnings volatility.

        Due to balance sheet growth, in recent quarters we have increased our reliance on wholesale funding, such as short-term credit facilities,
Federal Home Loan Bank borrowings and brokered deposits. Because wholesale funding sources are affected by general capital market
conditions, the availability of funding from wholesale lenders may be dependent on the confidence these investors have in commercial and
consumer finance businesses. The continued availability to us of these funding sources is uncertain, and we could be adversely impacted if our
specialized financial services areas become disfavored by wholesale lenders. In addition, brokered deposits may be difficult for us to retain or
replace at attractive rates as they mature. Our financial flexibility will be severely constrained if we are unable to renew our wholesale funding
or if adequate financing is not available in the future at acceptable rates of interest. We may not have sufficient liquidity to continue to fund new
loans or lease originations and we may need to liquidate loans or other assets unexpectedly in order to repay obligations as they mature.

        We regularly sell the majority of our first and second mortgage loan originations into the secondary market through the use of
securitizations. At times, some of our financial assets, such as
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nontraditional, high loan-to-value home equity loans or residuals, may not be readily marketable, and we may not be able to sell assets at
favorable prices when necessary. This could adversely affect our liquidity and funding for future originations and purchases of loans.
Additionally, adverse changes in the securitization market could impair our ability to originate, purchase and sell home equity loans or other
assets on a favorable or timely basis, and result in earnings volatility.

We have credit risk inherent in our asset portfolios and in certain assets that we have sold but continue to service.

        In our businesses, some borrowers may not repay loans that we make to them. As all financial institutions do, we maintain an allowance for
loan and lease losses to absorb the level of losses that we think is probable in our portfolios. In light of greater uncertainty in the national
economy, we significantly increased our loss reserve in our home equity lending line of business during the third quarter of 2001. However, our
allowance for loan and lease losses may not be sufficient to cover the loan and lease losses that we actually may incur. While we maintain a
reserve at a level management believes is adequate, our charge-offs could exceed these reserves.

        Our strategy in our commercial banking line of business is to expand into new markets outside our traditional markets in south-central
Indiana by establishing offices staffed by senior commercial loan officers who come to us from other commercial banks in these new markets.
As of September 30, 2001, we made $601.9 million of our total loans, representing 42.5% of our total loan portfolio, outside of our south-central
Indiana markets from branch offices we opened since 1999. The majority of these loans are commercial loans and many of these borrowers may
not have experienced a complete business or economic cycle since they have been loan customers of ours. We cannot be sure that our loan loss
experience with these new borrowers in these newer markets will be consistent with our loan loss experience in our traditional south-central
Indiana markets. Because we have only a limited lending history with these customers, our ability to assess whether our loan loss reserve is
adequate is less certain. Our actual loan loss experience in these markets may cause us to increase our reserves.

        In our home equity lending line of business, we carry some assets on our balance sheet at the net present value of the expected future
revenue stream of the instruments, measured at the time we sell the underlying portfolio of loans. These assets are interest-only instruments and
generally represent residual interests in loans we have sold or securitized. From time to time we also may purchase interest-only instruments that
relate to portfolios of loans securitized by others. We are exposed to continuing credit risk on these assets. Payment defaults by borrowers could
exceed the default assumptions we used. If we do not collect the expected amount of interest, the value of our residual interests in the loans will
be impaired. Our future earnings will be affected adversely because we are required to record a trading loss equal to impairment of the residual.
In addition, we project the expected cash flows over the life of the residual interest using certain assumptions that are subject to prepayment,
credit and interest rate risks. If our actual experience as to timing, frequency or security of loans differs materially from the assumptions used,
future cash flows and earnings in our home equity lending line of business could be negatively impacted.

        If we experience defaults by borrowers in any of our businesses to a greater extent than anticipated, our earnings could be negatively
impacted.

We use innovative business strategies in order to gain competitive advantage in our consumer lending niches.

        Innovative product design is important to us to differentiate us in consumer lending. We have developed our lines of business by identifying
underserved niches that we believe offer us a competitive opportunity. For this reason, the performance of our financial assets may be less
predictable than those of lenders that offer only conventional mortgage and home equity loans. We may not have the same
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history of delinquency and loss experience to utilize in pricing and structuring some of our products as do lenders offering more seasoned asset
types, and it may be more difficult to sell or securitize novel loan types. We may also be impacted by changes in evolving generally accepted
accounting principles, unanticipated financial reporting requirements and regulatory uncertainties since accounting and regulatory treatment may
not be well established for some of our innovative strategies.

We rely heavily on our management team and key personnel, and the unexpected loss of key managers and personnel may affect our
operations adversely.

        Each line of our five lines of business has a separate management team that operates its niche as a separate business unit. Our overall
financial performance depends heavily on the results of these different specialized financial services businesses. Our success to date has been
influenced strongly by our ability to attract and to retain senior management that is experienced in banking and financial services. Our ability to
retain executive officers and the current management teams of each of our lines of business will continue to be important to implement our
strategies successfully.

        Our lending officers in our newer banking markets have primary contact with our new customers in these markets and maintain strong
community ties and personal banking relationships with our customer base, which is a key aspect of our business strategy and in increasing our
market presence. We are dependent on these new lending officers to maintain and increase our growth in these markets. The unexpected loss of
the services of any key management or personnel, or the inability to recruit and retain qualified management and key personnel in the future,
could have an adverse effect on our business and financial results.

Ownership of our common stock is concentrated in persons affiliated with us.

        Our Chairman, William I. Miller, currently has voting control over more than 50% of our common shares and is expected to substantially
control the vote of our common shares after this offering. Together with Mr. Miller, directors and executive officers of Irwin will beneficially
own approximately 46.12% of our common shares after the offering. These persons likely have the ability to substantially control the outcome of
all shareholder votes and to direct our affairs and business. This voting power would enable them to cause actions to be taken that may prove to
be inconsistent with the interests of non-affiliated shareholders.

Our future success depends on our ability to compete effectively in highly competitive financial services industry.

        The financial services industry, including commercial banking, mortgage banking, home equity lending and equipment leasing, is highly
competitive, and we and our operating subsidiaries encounter strong competition for deposits, loans and other financial services in all of our
market areas in each of our lines of business. Our principal competitors include other commercial banks, savings banks, savings and loan
associations, mutual funds, money market funds, finance companies, trust companies, insurers, leasing companies, credit unions, mortgage
companies, private issuers of debt obligations, venture capital firms, and suppliers of other investment alternatives, such as securities firms.
Many of our non-bank competitors are not subject to the same degree of regulation as we and our subsidiaries are and have advantages over us
in providing certain services. Many of our competitors are significantly larger than we are and have greater access to capital and other resources.
Also, our ability to compete effectively in our lines of business is dependent on our ability to adapt successfully to technological changes within
the banking and financial services industry generally.
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Our shareholder rights plan, provisions in our restated articles of incorporation, our by-laws, and Indiana law may delay or prevent an
acquisition of us by a third party.

        Our Board of Directors has implemented a shareholder rights plan. The rights have certain anti-takeover effects. The overall effects of the
plan may be to render more difficult or to discourage a merger, tender offer or proxy contest, the assumption of control by a holder of a larger
block of our shares and the removal of incumbent directors and key management even if such removal would be beneficial to shareholders
generally. If triggered, the rights will cause substantial dilution to a person or group that attempts to acquire us without approval of our Board of
Directors, and under certain circumstances, the rights beneficially owned by the person or group may become void. The plan also may have the
effect of limiting shareholder participation in certain transactions such as mergers or tender offers whether or not such transactions are favored
by incumbent directors and key management. In addition, our executive officers may be more likely to retain their positions with us as a result of
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the plan, even if their removal would be beneficial to shareholders generally.

        Our restated articles of incorporation and our by-laws as well as Indiana law contain provisions that make it more difficult for a third party
to acquire us without the consent of our Board of Directors. These provisions also could discourage proxy contests and may make it more
difficult for you and other shareholders to elect your own representatives as directors and take other corporate actions.

        Our by-laws do not permit cumulative voting of shareholders in the election of directors, allowing the holders of a majority of our
outstanding shares to control the election of all our directors. We have a staggered board which means that only one-third of our board can be
replaced by shareholders at any annual meeting. Directors may not be removed by shareholders. For these reasons, our Chairman, William I.
Miller, who will continue to control the vote of a substantial portion of our common shares after this offering, will likely be able to exercise
effective control over the outcome of any shareholder vote. Our by-laws also provide that only our Board of Directors, and not our shareholders,
may adopt, alter, amend and repeal our by-laws.

        Indiana law provides several limitations that may discourage potential acquirers from purchasing our common shares. In particular, Indiana
law prohibits business combinations with a person who acquires 10% or more of our common shares during the five-year period after the
acquisition of 10% by that person or entity, unless the acquirer receives prior approval for the acquisition of the shares or business combination
from our Board of Directors.

        These and other provisions of Indiana law and our governing documents may have the effect of delaying, deferring or preventing a
transaction or a change in control that might be in the best interest of our shareholders.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

        Certain statements contained in the "Recent Developments" section and elsewhere in this prospectus constitute forward-looking statements
within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. We intend such
forward-looking statements to be covered by the safe harbor provisions for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995, and are including this statement for purposes of invoking these safe harbor provisions. You can identify these
statements from our use of the words "plan," "forecast," "estimate," "project," "believe," "intend," "anticipate," "expect," "target," "is likely,"
"will," and similar expressions. These forward-looking statements may include, among other things:

�
statements and assumptions relating to projected growth, earnings, earnings per share, and other financial performance
measures as well as management's short-term and long-term performance goals;

�
statements relating to the anticipated effects on results of operations or financial condition from recent and expected
developments or events, including the recently revised regulatory capital rules relating to residual interests;

�
statements relating to our business and growth strategies, including potential acquisitions; and

�
any other statements, projections or assumptions that are not historical facts.

        Forward-looking statements involve known and unknown risks, uncertainties and other important factors that could cause our actual results,
performance or achievements, or industry results, to differ materially from our expectations of future results, performance or achievements
expressed or implied by these forward-looking statements. In addition, our past results of operations do not necessarily indicate our future
results. We discuss these and other uncertainties in the "Risk Factors" section of this prospectus beginning on page 14 and elsewhere in this
prospectus. We undertake no obligation to update publicly any of these statements in light of future events.
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RECENT DEVELOPMENTS

Fourth Quarter Earnings Announcement

        On January 23, 2002 we announced our fourth quarter and annual 2001 earnings. We reported net income in the fourth quarter of 2001 of
$12.1 million or $0.53 per share, compared with net income of $9.6 million or $0.45 per share during the same period in 2000, an increase in
earnings of 26% and an increase in earnings per share of 18%. The increase is largely due to strong first mortgage loan originations. Improved
profits in our commercial banking line of business also contributed to the record results.

        Fourth quarter 2001 revenues totaled $117.7 million, an increase of $39 million or 49% compared with a year earlier. Return on average
common equity during the fourth quarter was 21.0%.

        For the entire year of 2001, revenues totaled $401.0 million and net income was $45.5 million, increases of 35% and 28%, respectively,
over 2000. Return on average common equity was 21.8% in 2001.

        Financial highlights for the quarter and entire year included:

Fourth Quarter

%
Change

YTD
2001

YTD
2000

%
Change2001 2000

(dollars in millions, except earnings per share)

Total consolidated net revenues $ 117.7 $ 79.1 49% $ 401.0 $ 297.3 35%
Net income:
Mortgage banking 12.8 3.1 318 38.1 13.0 193
Home equity lending 5.6 8.0 (30) 16.2 18.5 (12)
Commercial banking 3.0 1.7 73 8.9 7.1 26
Equipment leasing (pre-tax) (1.7) (0.2) (744) (4.4) (2.6) (71)
Venture capital (3.4) (1.4) (155) (6.5) 2.7 N/A
Parent and other (4.2) (1.7) (150) (6.8) (3.1) (121)

Total consolidated net income 12.1 9.6 26 45.5 35.7 28
Earning per share (EPS) 0.53 0.45 18 2.00 1.67 20
Return on average equity 21.0% 20.7% 21.8% 20.8%

Significant Factors for the Fourth Quarter and Full Year 2001

�
Lower interest rates led to record mortgage loan originations.

�
Economic conditions resulting from the recession resulted in slower originations of non-mortgage products. Charge-offs and
delinquencies increased during the quarter. We increased our loan loss and private equity valuation allowances to address
this exposure.

�
Delinquency ratio (30 days and beyond) trends for our principal credit-related portfolios are shown below. These ratios
remain within management's long-term expectations.

Commercial
Loans

Home
Equity Loans

Equipment
Leases

(dollars in billions)

Owned portfolio $ 1.5 $ 2.1 $ 0.3
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Commercial
Loans

Home
Equity Loans

Equipment
Leases

30-day + delinquency
December 31, 2001 0.38% 5.07% 2.02%
September 30, 2001 0.08 4.71 2.41
December 31, 2000 0.46 4.31 1.06
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Line of Business Results

Mortgage Banking

        Net income at our mortgage banking line of business totaled $12.8 million in the fourth quarter of 2001, an increase of $9.7 million or
318% compared with the year earlier period due to strong mortgage originations. Net income totaled $38.1 million for the full year, an increase
of 193% over 2000 results.

        Reflecting an interest rate environment where the average GNMA note rate was approximately 1.1% lower than in the fourth quarter of
2000, mortgage loan originations totaled $2.8 billion during the fourth quarter, a year-over-year increase of $1.7 billion or 157%. Refinanced
loans accounted for 64% of fourth quarter production, compared with 24% in the year earlier period. In addition, loans for the purchase of new
homes increased 20% year-over-year.

        Our mortgage servicing portfolio totaled $12.9 billion as of December 31, 2001, a year-over-year increase of 40% and a quarterly increase
of $1.2 billion or 10%, reflecting increased production and greater retention of servicing on loans sold. The market value of our servicing
portfolio totaled $239.7 million as of December 31, 2001, compared with the balance sheet carrying value of $211.2 million, reflecting balance
sheet valuation at the lower of cost or market.

Home Equity Lending

        Our home equity lending business earned $5.6 million during the fourth quarter of 2001, a $2.4 million or 30.1% decrease as compared to
the fourth quarter of 2000. Net income for the full year totaled $16.2 million, a decrease of $2.2 million or 12.1% compared with 2000 results.

        Although 30-day or greater delinquencies rose during the quarter, overall credit performance for our core high loan-to-value products
continues to meet management's expectations and remains within the forecasts used for its loss reserve analysis. Loss rates on a previously
discontinued low-balance loan program for loans originated principally during 1999, increased during the quarter and accounted for 76% of the
net impairment charge of $6.0 million taken during the quarter. For the entire home equity portfolio, embedded loss reserves have been
established for this line of business to provide for further increases in delinquencies throughout 2002, toward a peak of approximately 8.0%
during the third quarter of 2002.

        Our managed and subserviced home equity portfolio totaled $2.3 billion at quarter-end, compared with $1.8 billion a year earlier, a 27.0%
increase. Capitalized residual assets totaled $199 million as of December 31, 2001, or approximately 11.6% of the principal balance of our
$1.7 billion securitized, residual home equity portfolio. We delivered $195 million of loans into the secondary market as part of our fourth
quarter 2001 funding activities and plan to deliver approximately another $31 million in the first quarter of 2002 to complete our delivery
commitment to a securitization originally structured and sold in September 2001. Both deliveries are to be accounted for as sales (rather than
secured financings) in accordance with SFAS 140. We also sold approximately $35 million of first mortgage loans in a cash whole loan sale.

        As previously announced, in December we sold a 40% residual interest in home equity loans previously securitized in September 2000 (the
Irwin Home Equity Trust, 2000-1) to an independent party. The transaction was our fourth sale of residual interests. Consistent with the three
previous residual sales, we sold the residual interest for a price approximating its current carrying value, establishing a market value for this
residual consistent with our valuation assumptions. Net cash proceeds from the sale totaled $12.3 million or 11.3% of the underlying loan
principal balance.
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Commercial Banking

        Our commercial banking line of business earned $3.0 million in the fourth quarter of 2001, an increase of $1.3 million or 73% compared
with a year earlier. The increase in net income largely reflects year-over-year growth of $2.1 million or 23% in net interest income after
provision for loan losses and a $1.0 million increase in other revenues, principally mortgage origination and other fees. Net income for 2001
totaled $8.9 million, a 26% increase over 2000.

        The commercial banking loan portfolio of $1.5 billion increased $0.4 billion, or 42% year-over-year. The net interest margin for this line of
business in the fourth quarter of 2001 was 3.77%, compared with 3.94% during the fourth quarter of 2000, reflecting excess liquidity during the
quarter. Net interest margin for the year 2001 was 3.80%, compared with 4.25% during 2000. Average core deposits increased during the year to
$1.0 billion, a 64% year-over-year increase, reflecting renewed efforts on deposit gathering initiatives.

        Included in fourth quarter net income was $3.5 million in provision for loan and lease losses, a year-over-year increase of $2.4 million or
209%, reflecting portfolio growth, general economic conditions, and increased charge-offs. Net charge-offs totaled $1.1 million during the
fourth quarter of 2001 or 0.29% of average loans on an annualized basis, and totaled $2.5 million or 0.19% of average loans for the year. Our
reserve to loans totaled 0.97% as of December 31, compared with 0.86% a year earlier.

Equipment Leasing

        Our leasing line of business incurred a pre-tax loss of $1.7 million in the fourth quarter, compared with a pre-tax loss of $0.2 million a year
earlier and a loss of $4.4 million pre-tax for the year, compared with a $2.6 million pre-tax loss in 2000.

        The increased loss was principally the result of difficult economic conditions that led to higher levels of charge-offs and delinquencies,
primarily on our domestic leases originated in 2000. To address these issues, our provision for loan and lease losses totaled $2.8 million during
the fourth quarter, compared to $0.6 million a year ago. Lease charge-offs increased to $1.7 million during the fourth quarter, a $1.0 million
year-over-year increase. We tightened our underwriting criteria for our domestic broker business beginning in the first quarter of 2001. Leases
originated since that time have shown improved performance. Lease and loan fundings totaled $46.4 million in the fourth quarter, a
year-over-year increase of 24.8%. The equipment lease and loan portfolio totaled $264.8 million at year-end, a $109.9 million or 71% annual
increase.

Venture Capital

        Our venture capital line of business lost $3.4 million during the fourth quarter, compared with a loss of $1.4 million a year earlier,
reflecting portfolio valuation adjustments due to limited new funding and reduced exit opportunities in the current environment for development
stage companies. We lost $6.6 million for the year, compared with net income of $2.7 million in 2000.

        Our investment portfolio had a $6.8 million carrying value as of December 31, 2001, compared with a cost basis of $10.7 million.

Parent and Other

        The parent company and other consolidating entities recorded a net loss of $4.2 million in the fourth quarter, compared to a $1.7 million
loss a year earlier. The change largely reflects increased operating expenses, including interest expense associated with a portion of the trust
preferred securities issued during 2001 relating to capital not yet allocated to lines of business and a $1.9 million one-time compensation charge
for the estimated future cost of key employee retention initiatives in our home
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equity lending line of business. The parent and consolidating entities recorded a loss of $6.8 million for the year, compared with a $3.1 million
loss in 2000.

Balance Sheet

        We had assets totaling $3.4 billion as of December 31, 2001, a $1.0 billion increase from a year earlier, reflecting increases in portfolio
loans at the commercial banking and equipment leasing lines of business and increases in loans held for sale at the mortgage banking line of
business. Our loan and lease portfolio totaled $2.1 billion as of December 31, 2001, an increase of $0.9 billion or 73% from a year earlier,
reflecting loan growth and a reclassification of approximately $350 million of home equity loans from held-for-sale to held-for-investment
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categorization. Reflecting this reclassification, loans held-for-sale decreased 13% year-over-year to $0.5 billion. Risk-based assets totaled
$4.3 billion at December 31, 2001, a 53% year-over-year increase, largely reflecting increases in our commercial loan and lease portfolios and
growth of our home equity lending line of business.

        Nonperforming assets (including other real estate owned of $4.4 million) were $23.5 million or 0.68% of total assets as of December 31,
2001, up from $10.1 million or 0.42% of total assets a year earlier. Net charge-offs for the quarter totaled $3.5 million, compared to $1.3 million
a year earlier, reflecting increases at our commercial banking and leasing lines of business. Our on balance sheet allowance for loan and lease
losses totaled $22.3 million as of December 31, 2001, compared with $13.1 million a year earlier. As of December 31, 2001, the consolidated on
balance sheet ratio of allowance for loan and lease losses to total loans and leases was 1.04%, compared with 1.06% a year earlier. We also carry
$135.9 million of undiscounted reserves embedded in the residuals held on our securitized home equity portfolio or 7.9% of the outstanding
principal balance, compared with $81.2 million or 6.3% a year earlier.

        Our ratio of allowance for loan and lease losses to nonperforming loans and leases totaled 116% at year end 2001, compared with 182% a
year earlier. In the third quarter, our home equity lending line of business reclassified approximately $38.4 million of loans from
"loans-held-for-sale" to "loans-held-for-investment." This reclassification created a valuation allowance under generally accepted accounting
principles which, had the loans been classified as loans held-for-investment from their inception, would have been included in allowance for
loan losses. Adjusted to include the valuation allowance associated with this reclassification, the ratio of allowance for loan losses to
nonperforming loans as of December 31, 2001, would have been 137%.

        On November 14, 2001, we sold $30 million of 9.95% trust preferred securities. These securities qualified immediately as Tier 2 regulatory
capital and are eligible for inclusion in Tier 1 capital. The privately placed securities are callable at par beginning in December 2006 and mature
in December 2031.

        We had $232 million or $10.84 per share in common shareholders' equity as of December 31, 2001, a year-over-year per share increase of
21%. Our Tier 1 leverage ratio and total risk-based capital ratio were 9.4% and 10.8%, respectively, as of December 31, 2001, compared with
12.4% and 13.6% respectively, a year earlier. These compare to "well-capitalized" regulatory standards of 5.0% and 10.0%, respectively.

New Regulatory Capital Rules

        As we discuss in more detail in the "Supervision and Regulation" section beginning on page 102, on November 29, 2001, the federal
banking regulators, including the Federal Reserve, our principal regulator, adopted revised regulatory capital standards regarding the treatment
of certain recourse obligations, direct credit substitutes, residual interests in assets securitizations, and other securitized transactions. These
changes were first proposed in September 2000. In general, the new rules require banking institutions that have residual assets, including assets
commonly referred to as "interest-only
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strips" that exceed 25% of their Tier 1 capital amount to deduct the after-tax excess amount of credit-enhancing interest-only strips from Tier 1
capital for purposes of computing risk-based capital ratios. This creates regulatory capital incentives for banking institutions to reduce the
creation of new residual assets when total residual assets exceed 25% of Tier 1 capital.

        The new capital standards became effective on January 1, 2002, for new residual interests related to any transaction covered by the revised
rules that settles after December 31, 2001. For transactions settled before January 1, 2002, application of the new capital treatment to the
residuals created will be delayed until December 31, 2002.

        The residual assets we now own exceed the 25% concentration limit in the new rules. On a pro forma basis adjusted to give effect to the
sale of $75 million of our common shares in this offering, and conservatively assuming all of our residual assets are subject to the new capital
treatment, our residual assets as of September 30, 2001, comprised 51% of our consolidated Tier 1 capital. On November 29, 2001, we sold
$12.3 million of our residual interests in home equity loans previously securitized in September 2000. This represents our fourth sale of residual
assets in the last two years. See the "Capitalization" section on page 57 for a table showing our pro forma capital ratios giving effect to the new
capital treatment.

Our Response

        These new rules apply to the securitization transactions historically done by our home equity line of business. We have financed our
significant growth in this line of business to date using transaction structures that create residual interests on sold loans through "gain-on-sale"
accounting�sales transactions accounted for under SFAS 140.

Edgar Filing: IRWIN FINANCIAL CORPORATION - Form S-1/A

26



        To address the new rules, we have changed our operating plan to eliminate our use of securitization stuctures that require gain-on-sale
accounting treatment under SFAS 140. Beginning in 2002, we will use securitization structures that qualify for financing rather than sale
treatment under SFAS 140. This will allow us to access the capital markets for cost-effective, matched secured funding of our loan assets, while
not meaningfully impacting or changing our cash flows, nor changing the longer term profitability of our home equity lending operation.

        In addition to changing our current securitization practices, we have taken steps and will continue to pursue ways to reduce our residual
assets as a percentage of Tier 1 capital. These steps may include, but are not limited to:

�
selling residuals to third parties as we have done in four separate transactions in the past;

�
raising additional capital in this offering;

�
hedging the risk in the residuals with other financial instruments; and/or

�
obtaining third-party insurance to achieve capital relief under the new rules.

        Through these initiatives, we plan to materially reduce the level of residuals as a percentage of Tier 1 capital. We intend to manage our
balance sheet to remain well-capitalized under all regulatory capital measures. By the end of 2002, we expect our residual interests to have
declined to approximately 35% of Tier 1 capital, falling to approximately 20% by the end of 2003.
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Anticipated Impact on Earnings

        Changing our securitization practices will significantly affect the financial results of our home equity line of business in 2002. The key
financial impacts we expect include:

�
By using on-balance sheet financing to fund our home equity loan originations, we will be required to change the timing of
revenue recognition on these assets under generally accepted accounting principles. For assets funded on-balance sheet, we
record interest income over the life of the loan, while for assets funded through transactions accounted for under SFAS 140
or its predecessor SFAS 125, we have recorded revenue as trading gains at the time of sale based on the discounted present
value of the anticipated revenue stream over the expected life of the loans. This difference in accounting treatment does not,
however, affect cash flows related to the loans, and management expects that the ultimate total receipt of revenues and
profitability derived from our home equity loans will be substantially unchanged by these different financing structures.

�
Due to the anticipated delay in revenue recognition under the new financing structures we intend to pursue, we plan to
reduce the rate of growth in production and related expenses in the home equity line of business to more closely align
anticipated revenue recognition and expenses under this new model. This process is now underway. While we expect
continued profitability on a consolidated basis, we currently expect to incur a small accounting loss in 2002 in our home
equity line of business as we make this transition.

�
After the initial transition period, as the portfolio of on-balance sheet home equity loans continues to grow, our home equity
business should record increased levels of net interest income sufficient to cover ongoing expenses. We would then expect to
be in a position to resume profitable growth in this line of business. We may also pursue selective opportunities to sell whole
loans in cash sale transactions if attractive terms can be negotiated. We currently anticipate that our home equity line of
business will return to profitability in 2003.

        Taking the factors discussed above into account, we expect consolidated net income will decline in 2002 but then increase significantly in
2003. Management currently estimates that consolidated net income will be approximately $36 million in 2002 and approximately $54 million in
2003. These estimates include $2.7 million of after-tax interest expense on our convertible trust preferred securities, which would be added back
to net income for purposes of calculating fully diluted earnings per share under generally accepted accounting principles. These estimates are
based on various factors and assumptions management currently believes are reasonable, including current industry forecasts of a variety of
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economic and competitive factors. However, projections are inherently uncertain, and our actual earnings may differ significantly from these
estimates due to risks and uncertainties related to our business that are described in the "Risk Factors" section beginning on page 14. These
estimates constitute forward-looking statements as described under "Special Note Regarding Forward-looking Statements" on page 22 of this
prospectus.

Pro Forma Capital Relative to New Regulation on Residuals

        Our Tier 1 capital totaled $295.0 million as of December 31, 2001, or 6.8% of risk-weighted assets. On a pro forma basis, giving full effect
to the new risk-weighted capital regulations regarding residual assets, as further adjusted to give effect to the net proceeds from this offering and
prior to any residual asset reduction steps we are contemplating to reduce our concentration of residual assets or to reclassify for capital
treatment purposes any of those residual assets, or any other changes, our Tier 1 capital and total capital to risk-weighted assets would be
approximately 7.7% and 10.6%, respectively, as of December 31, 2001. See "Capitalization." The new capital rules do not become fully
effective until December 31, 2002.
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        While our financial results in 2002 will likely be significantly different than our historical performance for the reasons discussed above,
management anticipates that after 2002, we can again achieve our long-term financial objectives of at least 12% annual earnings per share
growth and greater than 15% return on common equity.

Fourth Quarter and Annual 2001 Highlights

Selected Consolidated Financial Highlights

Fourth Quarter

% Change2001 2000

(dollars in thousands, except per
share data)
(unaudited)

Consolidated:
Net interest income $ 42,961 $ 29,691 44.7%
Provision for loan and lease losses (8,143) (1,793) 354.2
Noninterest income 82,856 51,175 61.9

Total net revenues 117,674 79,073 48.8
Noninterest expense 98,750 63,227 56.2

Income before income taxes 18,924 15,846 19.4
Income taxes 6,925 6,295 10.0

Income before minority interest 11,999 9,551 25.6
Minority interest (71) � n/a

Net income $ 12,070 $ 9,551 26.4%

Dividends on common stock $ 1,384 $ 1,262 9.7%

Diluted earnings per share (24,137 weighted average shares outstanding) 0.53 0.45 17.8
Basic earnings per share (21,261 weighted average shares outstanding) 0.57 0.46 23.9
Dividends per common share 0.065 0.060 8.3
Common stock market price:
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Fourth Quarter

High 22.08 22.00 0.4
Low 14.49 13.25 9.4

Net charge-offs 3,490 1,285 171.6

Performance ratios�Quarter to date:
Return on average assets 1.39% 1.62%
Return on average equity 21.03 20.70
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Year Ended December 31,

% Change2001 2000

(dollars in thousands, except per share
data)

(unaudited)

Consolidated:
Net interest income $ 147,149 $ 90,996 61.7%
Provision for loan and lease losses (17,505) (5,403) 224.0
Noninterest income 271,391 211,711 28.2

Total net revenues 401,035 297,304 34.9
Noninterest expense 327,420 237,962 37.6

Income before income taxes 73,615 59,342 24.1
Income taxes 28,624 23,676 20.9

Income before minority interest 44,991 35,666 26.1
Minority interest (350) � n/a

Income before cumulative effect of change in accounting principle 45,341 35,666 27.1
Cumulative effect of change in accounting principle, net of tax 175 � n/a

Net income $ 45,516 $ 35,666 27.6%

Dividends on common stock $ 5,519 $ 5,038 9.5%

Diluted earnings per share (24,173 weighted average shares outstanding) 2.00 1.67 19.8
Basic earnings per share (21,175 weighted average shares outstanding) 2.15 1.70 26.5
Dividends per common share 0.260 0.240 8.3
Common stock market price:
High 27.70 22.00 25.9
Low 14.49 13.25 9.4
Closing 17.00 21.19 (19.8)

Net charge-offs 8,206 2,702 203.7

Performance ratios�year to date:
Return on average assets 1.45% 1.76%
Return on average equity 21.82 20.83

30
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At December 31,

% Change2001 2000

(dollars in thousands, except per share data)

(unaudited)

Consolidated:
Loans held for sale $ 503,757 $ 579,788 (13.1)%
Loans and leases in portfolio 2,137,747 1,234,922 73.1
Allowance for loan and lease losses 22,283 13,129 69.7
Total assets 3,439,795 2,422,429 42.0
Total deposits 2,309,018 1,443,330 60.0
Shareholders' equity 232,323 189,925 22.3
Shareholders' equity available to common shareholders (per share) 10.84 8.97 20.9
Average equity/average assets (YTD) 6.65% 8.46%
Tier I capital $ 295,021 $ 250,825 17.6%
Tier I leverage ratio 9.36% 12.41%
Total risk-based capital ratio 10.82 13.59
Nonperforming assets to total assets 0.68 0.42

Selected Financial Highlights By Line of Business

Fourth Quarter

% Change2001 2000

(dollars in thousands, except per share data)

(unaudited)

Mortgage Banking:
Net interest income $ 12,235 $ 3,644 235.8%
Provision for loan losses (124) 291 (142.6)
Loan origination fees 18,910 9,270 104.0
Gain on sales of loans 38,537 11,624 231.5
Gain (loss) on sale of servicing 2,315 13,097 (82.3)
Loan servicing fees 14,961 11,369 31.6
Amortization and impairment of servicing assets,
Net of hedging (18,316) (15,883) 15.3

Other revenues 1,121 1,075 4.3

Total net revenues 69,639 34,487 101.9

Salaries, pension, and other employee expense 31,371 18,489 69.7
Other expenses 17,916 11,023 62.5

Income before income taxes 20,352 4,975 309.1
Income taxes 7,558 1,913 295.1

Income before cumulative effect of change in accounting principle $ 12,794 $ 3,062 317.8%

Total mortgage loan originations: $ 2,837,698 $ 1,105,128 156.8%
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Fourth Quarter

Percent retail 37.83% 34.24%
Percent wholesale 58.08 56.78
Percent brokered 4.09 8.98

Refinancings as a percent of total originations 64.48 23.74
31

Year Ended December 31,

% Change2001 2000

(dollars in thousands, except per share data)

(unaudited)

Mortgage Banking:
Net interest income $ 30,261 $ 15,401 96.5%
Provision for loan losses 31 357 (91.3)
Loan origination fees 61,917 34,688 78.5
Gain on sales of loans 113,140 45,601 148.1
Gain (loss) on sale of servicing 8,394 27,528 (69.5)
Loan servicing fees 52,837 50,309 5.0
Amortization and impairment of servicing assets,
Net of hedging (42,135) (37,490) 12.4

Other revenues 5,016 4,538 10.5

Total net revenues 229,461 140,932 62.8

Salaries, pension, and other employee expense 110,542 72,818 51.8
Other expenses 57,082 46,569 22.6

Income before income taxes 61,837 21,545 187.0
Income taxes 23,912 8,539 180.0

Income before cumulative effect of change in accounting principle 37,925 13,006 191.6
Cumulative effect of change in accounting principle 175 0 n/a

Net income $ 38,100 $ 13,006 192.9%

Total mortgage loan originations: $ 9,225,991 $ 4,091,573 125.5%
Percent retail 35.69% 35.70%
Percent wholesale 59.70 55.66
Percent brokered 4.61 8.64

Refinancings as a percentage of total originations 54.10 16.39
At December 31,

% Change2001 2000

(dollars in thousands, except per share data)

(unaudited)

Mortgage Banking:
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At December 31,

Owned servicing portfolio balance
$

12,875,532 $ 9,196,513 40.0%
Weighted average interest rate 7.23% 7.76%
Delinquency ratio (30+ days): 7.80 9.61
FNMA/FHLMC 2.54 4.64
GNMA 9.62 11.14

Servicing asset $ 211,201 $ 121,555 73.7
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Fourth Quarter

% Change2001 2000

(dollars in thousands, except per share
data)

(unaudited)

Home Equity Lending:
Residual asset interest income $ 9,340 $ 6,494 43.8%
Interest income�unsold loans and other 5,173 7,842 (34.0)
Provision for loan losses (1,736) (327) 430.9
Trading gains (losses) (3,697) 4,276 (186.5)
Loan origination fees 765 510 50.0
Gain on sales of loans, including points and fees 20,840 12,033 73.2
Servicing income, net 2,377 2,000 18.9
Other revenues 9 21 (57.1)

Total net revenues 33,071 32,849 0.7

Salaries, pension, and other employee expense 14,095 12,373 13.9
Other expense 9,678 7,179 34.8

Income before income taxes 9,298 13,297 (30.1)
Income taxes 3,719 5,318 (30.1)

Net income $ 5,579 $ 7,979 (30.1)%

Loan volume $ 346,851 $ 624,916 (44.5)%
Secondary market delivery 229,492 209,391 9.6
Gain on sale as percentage of loans sold 9.08% 5.75%
Return on average equity 16.58 41.27

Year Ended December 31,

% Change2001 2000

(dollars in thousands, except per share data)

(unaudited)

Home Equity Lending:
Residual asset interest income $ 31,929 $ 15,410 107.2%
Interest income�unsold loans and other 29,825 20,183 47.8
Provision for loan losses (2,320) (461) 403.3
Trading gains (losses) (38,420) 14,399 (366.8)
Loan origination fees 1,639 951 72.3
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Year Ended December 31,

Gain on sales of loans, including points and fees 91,556 46,970 94.9
Servicing income, net 10,138 5,976 69.6
Other revenues 71 19 273.7

Total net revenues 124,418 103,447 20.3

Salaries, pension, and other employee expense 59,010 39,180 50.6
Other expense 38,328 33,443 14.6

Income before income taxes 27,080 30,824 (12.1)
Income taxes 10,832 12,330 (12.1)

Net income $ 16,248 $ 18,494 (12.1)%

Loan volume $ 1,149,410 $ 1,225,955 (6.2)%
Secondary market delivery 1,080,328 774,610 39.5
Gain on sale as percentage of loans sold 8.47% 6.06%
Return on average equity 15.15 30.57
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At December 31,

% Change2001 2000

(dollars in thousands, except per share data)

(unaudited)

Home Equity Lending:
Home equity loans (on balance sheet) $ 346,192 $ 334,718 3.4%
Residual asset 199,071 152,614 30.4
Managed portfolio 2,064,542 1,625,719 27.0
Delinquency ratio (30+ days) 5.07% 4.35%

Managed portfolio, including subservicing $ 2,317,975 $ 1,825,527 27.0
Delinquency ratio (30+ days) 5.25% 4.31%

Fourth Quarter

% Change2001 2000

(dollars in thousands, except per share
data)

(unaudited)

Commercial Banking:
Net interest income $ 14,858 $ 10,345 43.6%
Provision for loan and lease losses (3,495) (1,131) 209.0
Other revenues 4,178 3,136 33.2

Total net revenues 15,541 12,350 25.8

Salaries, pension, and other employee expense 6,227 5,673 9.8
Other expenses 4,390 3,795 15.7
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Fourth Quarter

Income before income taxes 4,924 2,882 70.9
Income taxes 1,922 1,142 68.3

Net income $ 3,002 $ 1,740 72.5%

Return on average equity 11.41% 10.76%
Return on average assets 0.73 0.63
Net charge-offs $ 1,070 $ 462 131.6%
Net interest margin 3.77% 3.94%
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Year Ended December 31,

% Change2001 2000

(dollars in thousands, except per share
data)

(unaudited)

Commercial Banking:
Net interest income $ 50,999 $ 38,412 32.8%
Provision for loan and lease losses (7,900) (2,933) 169.3
Other revenues 14,999 11,974 25.3

Total net revenues 58,098 47,453 22.4

Salaries, pension, and other employee expense 25,411 21,507 18.2
Other expenses 18,089 14,266 26.8

Income before income taxes 14,598 11,680 25.0
Income taxes 5,680 4,590 23.7

Net income $ 8,918 $ 7,090 25.8%

Return on average equity 10.45% 12.31%
Return on average assets 0.64 0.74
Net charge-offs $ 2,484 $ 1,080 130.0%
Net interest margin 3.80% 4.25%

At December 31,

% Change2001 2000

(dollars in thousands, except per share data)

(unaudited)

Commercial Banking:
Securities and short-term investments $ 43,346 $ 27,287 58.9%
Loans and leases 1,514,957 1,067,980 41.9
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At December 31,

Allowance for loan and lease losses (14,644) (9,228) 58.7

Interest-bearing deposits 1,282,503 877,148 46.2
Noninterest-bearing deposits 173,873 121,744 42.8

Commercial loan delinquency ratio (30+ days) 0.38% 0.46%
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Fourth Quarter

% Change2001 2000

(dollars in thousands, except per share
data)

(unaudited)

Equipment Leasing:
Net interest income $ 3,235 $ 1,704 89.8%
Provision for loan and lease losses (2,788) (604) 361.6
Other revenues 607 285 113.0

Total net revenues 1,054 1,385 (23.9)

Salaries, pension, and other employee expense 2,040 1,157 76.3
Other expenses 705 425 65.9

Income before income taxes and minority interest (1,691) (197) 758.4
Minority interest (28) 0 n/a

Income before income taxes $ (1,663) $ (197) 744.2%

Net charge-offs $ 1,709 $ 750 127.9%
Net interest margin 5.07% 4.93%
Total fundings of loans and leases $ 46,356 $ 37,145 24.8%

Year Ended December 31,

% Change2001 2000

(dollars in thousands, except per share
data)

(unaudited)

Equipment Leasing:
Net interest income $ 9,481 $ 3,196 196.7%
Provision for loan and lease losses (6,939) (1,513) 358.6
Other revenues 1,695 799 112.1

Total net revenues 4,237 2,482 70.7

Salaries, pension, and other employee expense 6,471 3,298 96.2
Other expenses 2,467 1,747 41.2
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Year Ended December 31,

Income before income taxes and minority interest (4,701) (2,563) 83.4
Minority interest (307) 0 n/a

Income before income taxes $ (4,394) $ (2,563) 71.4%

Net charge-offs $ 4,653 $ 961 384.2%
Net interest margin 4.64% 4.50%
Total fundings of loans and leases $ 190,716 $ 113,323 68.3%

At December 31,

% Change2001 2000

(dollars in thousands, except per share
data)

(unaudited)

Equipment Leasing:
Investment in loans and leases $ 264,827 $ 154,934 70.9%
Allowance for loan and lease losses (4,587) (2,441) 87.9
Weighted average yield 10.77% 11.52%
Delinquency ratio (30+ days) 2.02 1.06
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Fourth Quarter

% Change2001 2000

(dollars in thousands, except per
share data)
(unaudited)

Venture Capital:
Net interest income after provision for loan losses $ 13 $ 6 116.7%
Mark to market adjustment on investments (5,742) (2,250) 155.2
Other revenues 89 109 (18.3)

Total net revenues (5,640) (2,135) 164.2

Operating expenses 129 120 7.5

Income before income taxes (5,769) (2,255) 155.8
Income taxes (2,319) (902) 157.1

Net income $ (3,450) $ (1,353) 155.0%

Year Ended December 31,

% Change2001 2000
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(dollars in thousands, except per
share data)

Year Ended December 31,

(unaudited)

Venture Capital:
Net interest income after provision for loan losses $ (404) $ (598) (32.4)%
Mark to market adjustment on investments (10,444) 5,202 (300.8)
Other revenues 592 364 62.6

Total net revenues (10,256) 4,968 (306.4)

Operating expenses 661 431 53.4

Income before income taxes (10,917) 4,537 (340.6)
Income taxes (4,368) 1,814 (340.8)

Net income $ (6,549) $ 2,723 (340.5)%

At December 31,

% Change2001 2000

(dollars in thousands, except per share
data)

(unaudited)

Venture Capital:
Investment in portfolio companies (cost) $ 10,696 $ 5,206 105.5%
Mark to market adjustment (3,936) 6,508 (160.5)

Carrying value�portfolio companies $ 6,760 $ 11,714 (42.3)%
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THE COMPANY

        We are a diversified financial services company headquartered in Columbus, Indiana with $3.1 billion in assets at September 30, 2001. We
focus primarily on the extension of credit to consumers and small businesses as well as providing the ongoing servicing of those customer
accounts. We currently operate five major lines of business through our direct and indirect subsidiaries. Our major lines of business are:
commercial banking, mortgage banking, home equity lending, equipment leasing and venture capital.

        Our banking subsidiary, Irwin Union Bank and Trust, was organized in 1871 and we formed the holding company in 1972. Our direct and
indirect major subsidiaries include Irwin Union Bank and Trust, a commercial bank, which together with Irwin Union Bank, F.S.B., conducts
our commercial banking activities; Irwin Mortgage Corporation, a mortgage banking company acquired in 1981; Irwin Home Equity
Corporation, a consumer home equity lending company formed in 1994; Irwin Capital Holdings Corporation, an equipment leasing subsidiary;
and Irwin Ventures LLC, a venture capital company. At December 31, 2001, we and our subsidiaries had a total of 2,941 employees, including
full-time and part-time employees.

Strategy
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        Our strategy is to maintain a diverse revenue stream by focusing on niches in financial services where we believe we can optimize the
productivity of our capital and where our experience and expertise can provide a competitive advantage. Our operational objectives are premised
on simultaneously achieving three goals: creditworthiness, profitability and growth. We refer to this as creditworthy, profitable growth. We
believe we must continually balance these goals in order to deliver long-term value to all of our stakeholders. We have developed a four-part
business plan to meet these goals:

�
Identify underserved niches.    We focus on product or market niches in financial services that we believe are underserved
and where we believe customers are willing to pay a premium for value-added services. We don't believe it is necessary to
be the largest or leading market share company in any of our product lines, but we do believe it is important that we are
viewed as a preferred provider in niche segments of those product offerings.

�
Hire exceptional management with niche expertise.    We enter niches only when we have attracted senior managers who
have proven track records in the niche for which they are responsible. We structure our companies so these managers are
encouraged to focus only on their area of expertise and lines of business. In addition, we believe our willingness to offer
minority ownership positions in our lines of business to these managers provides them with the long-term incentive to
achieve creditworthy, profitable growth. We also employ a similar strategy when looking to expand our lines of business.

Each line of our five lines of business has a separate management team that operates its niche as a separate business unit
responsible for performance goals specific to that particular line of business. Our structure allows the senior managers of
each line of business to focus their efforts on understanding their customers and meeting the needs of the markets they serve.
This structure also promotes accountability among managers of each enterprise. The senior managers at each of our lines of
business and at the parent company have significant experience with us and in their respective industries.

�
Diversify capital and earnings risk.    We diversify our revenues and allocate our capital across complementary lines of
business as a key part of our risk management. Our lines of business are cyclical, but when combined in an appropriate mix,
we believe they provide sources of diversification and opportunities for growth in a variety of economic conditions. For
example,

38

both the origination and servicing of residential mortgage loans are very cyclical businesses, tied to changes in interest rates.
We believe our participation in these markets has been profitable over time due to our dedication to participating in both
segments of the mortgage banking business, rather than one or the other, which would otherwise leave us more susceptible
to swings in interest rates.

�
Reinvest in new opportunities. We reinvest on an ongoing basis in the development of new and existing opportunities. As a
result of our attention to long-term value creation, we believe it is important at times to limit short-term growth by investing
for future return. We are biased toward seeking new growth through organic expansion of existing lines of business or the
initiation of a new line through a start-up, utilizing highly qualified managers we select to focus on a single line of business.
Over the past 10 years, we have made only a few acquisitions and those have typically been in non-competitive situations.
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        We believe our historical growth and profitability is the result of our endeavors to pursue complementary consumer and commercial
lending niches through our bank holding company structure, our experienced management, our diverse product and geographic markets, and our
willingness and ability to align the compensation structure of each of our lines of business with the interests of our stakeholders. Through
various economic environments and cycles, we have had a relatively stable revenue and earnings stream on a consolidated basis generated
primarily through internal growth rather than acquisitions. Over the five-year and ten-year periods ending December 31, 2000, respectively, our
financial performance has been as follows:

�
our return on average equity averaged 21.11% and 22.04%;

�
our diluted earnings per common share compounded at an average annual growth rate of 14.25% and 20.99%;

�
our net revenues(1) compounded at an average annual growth rate of 13.19% and 19.44%;

�
our nonperforming assets to total assets averaged 0.61% and 0.52%;

�
our annual net charge-offs to average loans and leases averaged 0.36% and 0.42%; and

�
our book value per common share compounded at an average annual growth rate of 14.47% and 18.95%.

(1)

Net revenues consist of net interest income plus noninterest income.
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         While our financial results in 2002 will likely be significantly different than our historical performance for the reasons discussed in the
"Recent Developments" section above, management anticipates that after 2002, we can again achieve our long-term financial objectives of at
least 12% annual earnings per share growth and greater than 15% return on common equity.

Major Lines of Business

        We are a regulated bank holding company and we conduct our consumer and commercial lending businesses through various operating
subsidiaries. At the parent level, we work actively to add value to our lines of business by interacting with the management teams, capitalizing
on interrelationships, providing centralized services and coordinating overall organizational decisions. Under this organizational structure, our
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separate businesses hold and fund the majority of their assets through Irwin Union Bank and Trust. This provides additional liquidity and results
in regulatory oversight of each of our lines of business.

        The following table shows our net income (loss) by line of business for the past five years and the first nine months of 2001:

Nine Months Ended
September 30, Year Ended December 31,

2001 2000 2000 1999 1998 1997 1996

(in thousands)

Net income (loss):
Commercial banking $ 5,917 $ 5,350 $ 7,090 $ 7,345 $ 6,509 $ 5,587 $ 4,254
Mortgage banking 25,305 9,944 13,006 23,063 28,853 21,300 20,422
Home equity lending 10,669 10,515 18,494 12,606 (6,668) 1,710 (816)
Equipment leasing (2,731) (2,366) (2,563) (843) � � �
Venture capital (3,099) 4,077 2,723 656 � � �
Other(1) (2,615) (1,406) (3,084) (9,671) 1,809 (4,153) (1,432)

Total consolidated net income $ 33,446 $ 26,114 $ 35,666 $ 33,156 $ 30,503 $ 24,444 $ 22,428

(1)
Includes parent and consolidating entries and results attributable to our medical equipment leasing business which we exited in 1998.

Commercial Banking

        Our commercial banking line of business focuses on providing credit, cash management and personal banking products to small businesses
and business owners. We offer a full line of consumer, mortgage and commercial loans, as well as personal and commercial checking accounts,
savings and time deposit accounts, personal and business loans, credit card services, money transfer services, financial counseling, property,
casualty, life and health insurance agency services, trust services, securities brokerage and safe deposit facilities. Under the bank's commercial
lending policies, at September 30, 2001, our lending limit is $10.0 million, and our average size commercial loan is $0.3 million.

        We offer commercial banking services through our banking subsidiaries, Irwin Union Bank and Trust, an Indiana state-chartered
commercial bank, and Irwin Union Bank, F.S.B., a federal savings bank. We formed the federal savings bank to allow us the flexibility to
expand our banking business into markets where state-chartered banks like Irwin Union Bank and Trust are not permitted to branch under
current law. We sell a substantial majority of the commercial loans we originate at Irwin Union Bank, F.S.B. to Irwin Union Bank and Trust.
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�
Irwin Union Bank and Trust Company�headquartered in Columbus, Indiana and organized in 1871, is a full service Indiana
state-chartered commercial bank with offices currently located throughout nine counties in central and southern Indiana, as
well as in Kalamazoo, Grandville (near Grand Rapids), Traverse City and Lansing, Michigan, and Carson City, Nevada; and

�
Irwin Union Bank, F.S.B.�headquartered in Louisville, Kentucky, is a full-service federal savings bank that began operations
in December 2000. Currently we have offices located in Brentwood, Missouri (near St. Louis), Louisville, Kentucky, Salt
Lake City, Utah, Las Vegas, Nevada and Phoenix, Arizona.

        The following table shows selected financial information for our commercial banking line of business:
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At or For
Nine Months Ended

September 30,

At or For
Year Ended December 31,

2001 2000 2000 1999 1998 1997 1996

(dollars in thousands)

Commercial Banking:
Net income $ 5,917 $ 5,350 $ 7,090 $ 7,345 $ 6,509 $ 5,587 $ 4,254
Total assets 1,527,909 1,061,797 1,167,559 789,560 607,992 539,233 503,507
Total loans 1,415,547 974,539 1,067,980 720,493 514,950 410,272 336,580
Allowance for loan and lease losses 12,219 8,559 9,228 7,375 6,680 5,525 4,790
Total deposits 1,292,546 924,272 998,892 710,899 567,526 486,481 453,879

Return on average assets 0.60% 0.79% 0.74% 1.08% 1.15% 1.08% 0.91%
Return on average equity 10.03 12.98 12.31 13.89 15.48 15.42 13.41
Net interest margin 3.81 4.38 4.25 4.82 4.75 4.61 4.67
Efficiency ratio 69.86 71.28 71.00 68.06 66.60 64.62 69.66
Nonperforming assets to total assets 0.16 0.20 0.23 0.15 0.31 0.60 0.76
Allowance for loan losses to total
loans 0.86 0.88 0.86 1.02 1.30 1.35 1.43
Net charge-offs to average loans 0.12 0.10 0.12 0.16 0.13 0.34 0.34

Strategy

        Our strategy is to expand our commercial banking line of business into selected new markets. We target metropolitan markets with strong
economies where we believe recent bank consolidation has negatively impacted customers. We believe that this consolidation has led to
disenchantment with the delivery of financial services to the small business community among both the owners of those small businesses and the
senior banking officers who had been providing services to them. In markets that management identifies as attractive opportunities, the bank
seeks to hire senior commercial loan officers who have strong local ties and who can focus on providing personalized lending services to small
businesses in that market. Our strategy is to expand only in markets that satisfy the following criteria:

�
the market is a metropolitan area with attractive business demographics displaying evidence of sustainable growth;

�
recent banking merger and acquisition activity has occurred in the market where management believes that the acquiror is
viewed by customers as an outsider and/or not responsive to local small business needs; and

�
we are able to attract experienced, senior banking staff to manage the new market.

        We expect consolidation to continue in the banking and financial services industry and plan to capitalize on the opportunities brought about
in this environment by continuing the bank's growth strategy for small business banking in new markets throughout the United States. Our focus
will be to provide personalized banking services to small businesses, using experienced lenders with a strong
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presence in cities affected by the industry-wide consolidations. In addition to its market expansion, our commercial bank intends to develop
further its banking products that satisfy the needs of the small business borrowers and its insurance and investment operations in order to provide
a full range of financial services to its customers.

        On average, we anticipate our new banking offices will break even approximately 18 months after they are opened, and we estimate that a
banking office will achieve targeted levels of profitability in approximately five years, in an average market. Some markets will experience
growth and profitability at greater or lesser rates than we currently expect because of many factors, including execution of our strategy, accuracy
in assessing market potential, and success in recruiting senior lenders and other staff. Over time, we may choose to leave certain markets if these
factors limit profitability.
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        The following tables show the geographic composition of our commercial banking loans and our deposits:

December 31,

September 30, 2001 2000 1999 1998

Loans
Outstanding

Percent
of

Total
Loans

Outstanding

Percent
of

Total
Loans

Outstanding

Percent
of

Total
Loans

Outstanding

Percent
of

Total

(dollars in thousands)

Southern Indiana $ 519,950 36.8%$ 519,863 48.7%$ 469,991 65.3%$ 398,705 77.4%
Indianapolis MSA 293,675 20.7 263,047 24.6 195,399 27.1 116,245 22.6
Markets entered since 1999(1) 601,922 42.5 285,070 26.7 55,103 7.6 � �

Total $ 1,415,547 100.0%$ 1,067,980 100.0%$ 720,493 100.0%$ 514,950 100.0%

December 31,

September 30, 2001 2000 1999 1998

Deposits

Percent
of

Total Deposits

Percent
of

Total Deposits

Percent
of

Total Deposits

Percent
of

Total

(dollars in thousands)

Southern Indiana $ 912,528 70.6%$ 886,099 88.8%$ 659,803 92.8%$ 530,622 93.5%
Indianapolis MSA 137,640 10.6 61,401 6.1 43,731 6.2 36,904 6.5
Markets entered since 1999(1) 242,378 18.8 51,392 5.1 7,364 1.0 � �

Total $ 1,292,546 100.0%$ 998,892 100.0%$ 710,898 100.0%$ 567,526 100.0%

(1)
Includes offices in Kalamazoo, Grandville, Traverse City and Lansing, Michigan; Brentwood, Missouri; Louisville, Kentucky; Salt Lake City, Utah;
Las Vegas, Nevada; and Phoenix, Arizona.

Mortgage Banking

        In our mortgage banking line of business, we originate, purchase, sell, and service conventional and government agency-backed residential
mortgage loans throughout the United States. We established this line of business when we acquired our subsidiary, Irwin Mortgage
Corporation, in 1981. Most of our mortgage originations either are insured by an agency of the federal government, such as the FHA or the VA,
or, in the case of conventional mortgages, meet requirements for resale to the FNMA or the FHLMC. This allows us to remove substantially all
of the credit risk of these loans from our balance sheet. We sell mortgage loans to institutional and private investors but may retain servicing
rights to the loans we originate or purchase from correspondents. We believe this balance between mortgage loan originations and mortgage loan
servicing provides us a natural hedge against interest rate changes, which has helped stabilize our revenue stream.

        At December 31, 2001, Irwin Mortgage operated 100 production and satellite offices in 27 states. Our mortgage banking line of business is
currently our largest contributor to revenue, comprising 55.2% of our total revenues for the nine months ended September 30, 2001 compared to
48.8% for the first nine months of 2000. Our mortgage banking line of business contributed 75.7% of our net income for the first nine months of
2001, compared to 38.1% for the same period in 2000.
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        The following table shows selected financial data for our mortgage banking line of business:

At or For
Nine Months Ended

September 30,
At or For

Year Ended December 31,

2001 2000 2000 1999 1998 1997 1996

(dollars in thousands)

Mortgage Banking:
Net income $ 25,305 $ 9,944 $ 13,006 $ 23,063 $ 28,853 $ 21,300 $ 20,422

Net interest income 18,026 11,757 15,401 21,745 26,244 17,577 17,178
Provision for loan
losses 154 66 357 (1,998) (1,721) (1,383) (455)
Loan origination fees 43,007 25,417 34,688 46,311 59,328 41,045 43,463
Gain on sale of loans 74,602 33,977 45,601 72,395 97,724 53,332 41,333
Loan servicing fees 37,876 38,939 50,309 54,247 55,217 50,194 45,573
Gain on sale of bulk
servicing 6,079 14,432 27,528 9,005 829 1,512 1,224
Amortization and
impairment of servicing
assets, net of hedging (23,818) (21,606) (37,490) (24,566) (29,805) (15,843) (13,897)
Total net revenue 159,822 106,445 140,932 180,767 207,238 147,657 135,310

Total mortgage
originations 6,388,294 2,986,445 4,091,573 5,876,750 8,944,615 5,397,338 5,085,625
Refinancings to total
originations 49.81% 13.71% 16.39% 28.64% 49.54% 22.53% 18.95%
Servicing sold to
originations 27.95 85.12 99.35 79.89 56.95 71.82 60.87
Owned first mortgage
servicing portfolio $ 11,667,136 $ 9,963,018 $ 9,196,513 $ 10,488,112 $ 11,242,470 $ 10,713,549 $ 10,810,988
Bulk sales of servicing 610,610 1,473,787 2,526,006 1,216,718 99,929 536,971 1,481,433
Servicing assets 152,910 133,288 121,555 132,648 113,131 81,610 71,715
Servicing assets to
servicing portfolio 1.3% 1.3% 1.3% 1.3% 1.0% 0.8% 0.7%
Weighted average
coupon 7.46 7.73 7.76 7.51 7.56 7.85 7.83
        We purchase mortgage loans from third party sources, such as wholesale loan brokers. We originate loans through retail branches, and, to a
limited degree, through our Internet website. We identify potential borrowers mainly through relationships maintained with housing
intermediaries, such as realtors, home builders and brokers. We fund loans on a short-term basis on the balance sheet of the bank using internal
funding sources, through credit facilities provided by third parties, and through repurchase agreements with investment banks. Generally within
a 30-day period, individual loans are pooled, securitized and/or sold into the secondary mortgage market, which includes government-sponsored
mortgage entities, nationally sponsored mortgage conduits, and institutional and private investors. Our mortgage banking line of business may
retain servicing rights to the loans that it originates or purchases from correspondents. Furthermore, Irwin Mortgage collects and accounts for the
monthly payments on each loan serviced and pays the real estate taxes and insurance necessary to protect the integrity of the mortgage lien, for
which it receives a servicing fee.

        We believe there is a balance between mortgage loan originations and mortgage loan servicing which provides a natural hedge against
interest rate changes and the impact of rate changes on each part of the business. In rising interest rate environments, originations typically
decline, while the unrealized value of our mortgage servicing portfolio generally increases as prepayment expectations decline. In declining
interest rate environments, unrealized servicing values typically decrease as prepayment expectations increase, while the value of our mortgage
production franchise generally increases. We sell servicing rights periodically for many reasons, including income recognition, cash flow, and
servicing portfolio management.
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Strategy
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        Our mortgage banking line of business uses a niche strategy, focusing on first-time homeowners, which we believe will increase in numbers
in coming years due to certain national demographic trends that are favorable to housing formation in our target markets. The mortgage banking
business is cyclical, following changes in interest rates. In our mortgage banking line of business we do not try to anticipate the timing of
changes in interest rates, but instead we have developed a strategy intended to maintain profitability across interest rate cycles. Our strategy has
three components:

�
We manage our loan production activities through the expansion or contraction of existing channels in geographic markets
and demographic groups that support our first-time home buyer strategy, and channels (such as credit unions) that are
thought to be underserved by the mortgage industry and that value the mortgage bank's service-oriented approach to lending.

�
We have sought to improve profit margins through a process improvement initiative, which we began in 1999 to
significantly reduce fixed costs associated with processing and securitizing mortgage loans. We are re-designing our
processes so that we process, underwrite, and close loans in a more centralized environment.

�
We are more likely to retain servicing rights in periods of low interest rates and more likely to sell these servicing rights
during periods of high interest rates. This strategy gives us the flexibility to invest in servicing rights during periods of
relatively high production and sell the servicing during periods of lower production.

Home Equity Lending

        In our home equity lending line of business, we originate, purchase, securitize and service home equity loans and lines of credit nationwide.
We generally sell the loans through securitization transactions. We continue to service the loans that we securitize. We target creditworthy,
homeowning consumers who are active, unsecured credit card debt users. Target customers are underwritten using proprietary models based on
several criteria, including the customer's previous use of credit. We market our home equity products through direct mail and telemarketing,
mortgage brokers and correspondent lenders nationwide and through Internet-based solicitations.

        We established this line of business when we formed Irwin Home Equity Corporation in 1994 as our subsidiary. Irwin Home Equity is
headquartered in San Ramon, California and became a subsidiary of Irwin Union Bank and Trust in 2001. In 1997 and 1998, we largely
redesigned our product offerings to better position this line of business, introducing new products with origination fees and early repayment
options. We also introduced home equity loans with loan-to-value ratios of up to 125% of their collateral value. Home equity loans with
loan-to-value ratios greater than 100% are priced with higher coupons than home equity loans with loan-to-value ratios less than 100% to
compensate for the increased risk. For the nine months ended September 30, 2001, home equity loans with loan-to-value ratios greater than
100% made up 58% of our loan originations and 49% of our managed portfolio at September 30, 2001.

        For most of our home equity product offerings, we offer customers the choice to accept an early repayment fee in exchange for a lower
interest rate. A typical repayment option provides for a fee equal to up to six months' interest that is payable if the borrower chooses to repay the
loan during the first three to five years of its term. Approximately 82.1%, or $1.1 billion, of our home equity loan servicing portfolio at
September 30, 2001 carried early repayment fees. This portfolio does not include our floating rate lines of credit.

        In light of greater uncertainty in the national economy, during the third quarter of 2001, we increased loss reserves and the aggregate
discount rate on our interest-only strips to 2.48% and 18.5% to account for potential increased future losses and increased uncertainty about
future volatility in
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actual cash flows. These changes led to mark-to-market impairment from loss reserve and discount rate assumptions of $14.6 million and
$7.6 million, respectively, during the third quarter of 2001. We also increased our assumption for future prepayment speeds to 24.9%, which
resulted in impairment charges of $9.4 million.

        Irwin Home Equity's core competencies are credit risk management and analysis, risk assessment, profit-based planning and specialized
home loan servicing, with particular expertise in product development, test management and database analysis. Irwin Home Equity regularly
develops and tests new product offerings on a limited basis, and introduces those that prove successful on a national basis. Current product
offerings, in addition to traditional home equity products, include first mortgage refinance programs.
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        The following table shows selected financial data for our home equity lending line of business:

At or For
Nine Months Ended

September 30,
At or For

Year Ended December 31,

2001 2000 2000 1999 1998 1997 1996

(dollars in thousands)

Home Equity Lending:
Net interest income $ 47,240 $ 21,254 $ 35,593 $ 18,852 $ 5,495 $ 7,129 $ 7,755
Provision for loan losses (584) (134) (461) � (513) (1,404) (983)
Gain on sale of loans 70,716 34,938 30,340 23,998 18,610 15,908 7,798
Loan origination fees 874 440 951 273 � � �
Loan servicing fees 9,702 5,081 7,559 4,907 3,323 2,145 710
Amortization and impairment of
servicing assets (1,941) (1,104) (1,583) (1,445) (842) (334) �
Trading gains (losses) (34,723) 10,123 14,399 2,512 (2,952) (1,961) �
Total net revenue 91,347 70,598 103,447 50,566 23,941 21,777 15,420
Operating expense 73,565 53,072 72,623 35,557 30,609 20,067 16,236
Net income (loss) 10,669 10,515 18,494 12,606 (6,668) 1,710 (816)

Loan and line of credit volume 802,559 601,038 1,225,955 439,507 389,673 214,518 169,120
Secondary market delivery 850,836 565,219 774,610 430,743 294,261 210,057 79,936
Total servicing portfolio 2,162,877 1,282,947 1,825,527 842,403 581,241 358,166 230,450
Interest-only strips(1) 197,486 103,903 152,614 57,883 32,321 22,134 12,661
Weighted average yield on loans 13.37% 12.87% 13.09% 12.33% 11.86% 13.97% 14.08%
Weighted average yield on lines of
credit 11.69 14.23 14.04 12.72 11.89 12.96 12.80
Gain on sale to total loans
securitized 8.31 6.18 3.92 5.57 6.32 7.57 9.76
Net home equity charge-offs to
managed home equity portfolio(2) 1.31 0.64 0.57 0.36 0.37 0.29 0.02
Delinquency ratio 4.7 3.3 4.3 2.7 1.3 1.5 0.7
Return on average equity(2) 14.43 25.55 30.57 17.12 (15.79) 7.33 (5.20)

(1)
Included in trading assets on our consolidated balance sheet.

(2)
Annualized for interim periods.

Strategy

        We expect to continue to originate new loans in our home equity lending line of business through the development of new products, the
extension of existing products to new customers, and the continued usage of indirect distribution channels. Our indirect channels include
mortgage brokers, correspondent lenders and Internet sites. In the near term, we plan to continue to originate loans with high loan-to-value ratios
in this line of business.

        The environment for high loan-to-value home equity lending has become more favorable for us during the past two years due to the exit of
many home equity lenders who did not survive the competitive pressures and significant refinance activity of 1998. This has helped our recent
expansion in this line of business. Although we anticipate that the competitive environment will remain favorable and that consumer demand for
home equity products will remain high during 2002, we expect the rate
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of growth in this line of business will be slower in 2002 than in recent periods as we transition away from funding assets primarily through
securitizations accounted for using gain-on-sale in response to the new regulatory capital rules. See "Recent Developments" on page 23. We
expect to show a loss in net income in 2002 in this line of business as a result.
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Production and Servicing Mix

        Our home equity lending line of business blends aspects of the credit card and mortgage banking industries. The home equity products are
designed to appeal to homeowners who have high levels of unsecured (credit card) debt, who through the use of a debt consolidating mortgage
loan can meaningfully reduce their after-tax monthly cash outflows. We underwrite our loans as if the credit is unsecured, but we believe that the
mortgage lien associated with the loan has a meaningful, positive influence on the payment priority of our customers. The borrower profile of
our 100% loan-to-value and 125% loan-to-value home equity loans is highlighted below:

Product 100% CLTV 125% CLTV

Average CLTV 91% 119%
Average home value $200,000 $120,000
Average time in home 6 years 4 years
Average time in job 9 years 8 years

        We lend nationally in our home equity lending line of business. The following table shows the geographic composition of our home equity
servicing portfolio on a percentage basis as of September 30, 2001 and December 31, 2000:

State September 30, 2001 December 31, 2000

California 23.7% 24.5%
Florida 7.3 7.0
Illinois 5.0 5.6
Ohio 5.1 5.3
Virginia 5.5 5.0
Michigan 4.3 5.3
All other states 49.1 47.3

Total 100.0% 100.0%

Total servicing portfolio (in thousands) $ 2,162,877 $ 1,825,527
46

        The following table provides a breakdown of our home equity lending portfolio by production type, outstanding principal balance and
weighted average coupon as of September 30, 2001:

Managed Portfolio Breakdown

Amount % of Total

Weighted
Average
Coupon

(dollars in thousands)

HEL<= 100% $ 497,944 23.44% 12.08%
HELOC<= 100% 480,053 22.60 10.71

Total<= 100% 977,997 46.03 11.41

HEL> 100% 831,003 39.12 14.72
HELOC> 100% 150,106 7.07 13.23

Total> 100% 981,109 46.18 14.49

1st mortgages 107,051 5.04 8.87

Edgar Filing: IRWIN FINANCIAL CORPORATION - Form S-1/A

46



Other (immediate credit) 58,322 2.75 13.98

Amount % of Total

Weighted
Average
Coupon

Total $ 2,124,479 100.00% 12.78%

Does not include $38.4 million in Visa Platinum loans

Underwriting

        We have established specific home equity loan underwriting guidelines that we apply to all loans we originate in this line of business. The
underwriting process is intended to assess both the prospective borrower's ability to repay the loan and the adequacy of the real property security
as collateral for the loan. Real estate used for collateral to secure the loans may be either residential (mostly primary residences, but also second
and vacation homes) or investor-owned one- to four-family homes, condominiums or townhouses. Generally, each home must have a minimum
appraised value of $30,000. We do not accept mobile housing or agricultural land as collateral.

        We also require a credit report by an independent credit reporting agency that describes the applicant's credit history. These credit reports
typically reflect all delinquencies of 30 days or more, repossessions, judgments, foreclosures, garnishments, bankruptcies, divorce actions and
similar adverse credit events that can be discovered by a search of public records. We obtain written verification on any first mortgage balance,
its status and whether local taxes, interest, insurance and assessments are included in the applicant's monthly payment on the first mortgage. If
taxes and assessments are not included in the monthly payment, we require verification that these payments are current.

        Each loan applicant is required to secure property insurance in an amount sufficient to cover the new loan and any prior mortgage. If the
sum of the outstanding first mortgage and the home equity loan exceeds replacement value, insurance at least equal to replacement value may be
accepted.

        Generally, the home equity loans we originate fall within two categories:

�
loans that have a combined loan to value ratio, or CLTV, of up to 100%, referred to as 100% CLTV loans; and

�
loans which have a CLTV of greater than 100% but less than 125%, referred to as 125% CLTV loans.

47

        Most of our borrowers use the loan proceeds for purposes such as rate and term refinancing, debt consolidation or cash back loans.
Extensions of credit may take the form of either a standard home equity loan, which has a fixed rate, or a home equity line of credit, which is a
variable rate line of credit.

        The following table generally outlines certain parameters of credit grades and other criteria of our home equity lending underwriting
guidelines. This table is not all-inclusive, but is meant to illustrate significant underwriting criteria.

100% CLTV Loans 125% CLTV Loans

Amounts $20,000 - $300,000, over $300,000 requires exception
approval

$20,000 - $125,000, over $125,000 requires
exception approval

Lien Position 1st, 2nd or 3rd lien position�loans in 3rd position will
be limited to $100,000

1st, 2nd or 3rd lien position�loans in 3rd
position will be limited to $75,000

Credit Grades/History:
Grade Excellent Superior Good Excellent Superior Good
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100% CLTV Loans 125% CLTV Loans

File Age(1) min 8 yrs min 5 yrs min 2 yrs Same as
100% CLTV

Same as
100% CLTV

Same as
100% CLTV

Unsecured credit delinquencies 0x90
24 mos.

1x90
24 mos.

2x90
24 mos.

Same as
100% CLTV

Same as
100% CLTV

Same as
100% CLTV

Mortgage delinquencies 0x30
24 mos.

1x30
24 mos.

2x30
24 mos.

Same as
100% CLTV

Same as
100% CLTV

Same as
100% CLTV

Bankruptcy none for
5 yrs

none for
5 yrs

none for
2 yrs

Same as
100% CLTV

Same as
100% CLTV

Same as
100% CLTV

Foreclosure none none none Same as
100% CLTV

Same as
100% CLTV

Same as
100% CLTV

Occupancy Type Primary residence, rental property or secondary
residence

Primary residence

Home Ownership Minimum Six months for primary residence, 12 months
non-owner occupied

Six months for primary residence, non-owner
occupied is ineligible

Credit Score Generally 600 FICO minimum is required Same as 100% CLTV
Residual Debt Maximum unsecured; 35% of annual household

income
Same as 100% CLTV

Debt Service Ratio Generally not to exceed 55% of household income Same as 100% CLTV
Income/Employment Income/employment should generally continue for

minimum of three years
Same as 100% CLTV

Eligible Collateral Single family residence, 2 to 4 unit, condo, planned
unit development and manufactured home (within
guideline)

Same as 100% CLTV

General appraisal requirements Dependent on loan amount, credit grade, property type
and location Same as 100% CLTV

(1)

Length (time) of credit file history.
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        The following table shows the mix of credit grades of loans by product type in our home equity originations during the first nine months of
2001:

Credit Grade
Volume

(in thousands)
% of
Total

Weighted
Average
Coupon

Weighted
Average
CLTV

100% CLTV
Excellent $ 250,662 74.2% 10.69% 90.97%
Superior 55,970 16.5 11.48 92.55
Good 28,034 8.3 12.21 91.21
Other 3,327 1.0 11.92 81.46

Total $ 337,993 100% 10.96% 91.16%

125% CLTV
Excellent $ 359,563 77.4% 14.48% 118.49%
Superior 71,190 15.3 15.46 120.17
Good 33,568 7.2 16.57 117.57
Other 245 0.1 16.22 113.21

Total $ 464,566 100% 14.78% 118.68%
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Credit Grade
Volume

(in thousands)
% of
Total

Weighted
Average
Coupon

Weighted
Average
CLTV

Securitizations

        In our home equity lending line of business we originate and fund loans until such time as we have a sufficient volume of loans to effect a
securitization. When we securitize, we sell bonds in the secondary market using the loans as collateral for the bonds. Following the
securitization, the purchasers of the bonds receive the principal collected and interest on the bond at the investor pass-through coupon rate while
we receive the excess spread. The excess spread is either a contractual right or a certificated security generally in the form of an interest-only or
residual certificate.

        The purchasers of the bonds receive a credit-enhanced security. We obtain credit enhancement through subordination of an amount of
excess spread that we retain, and, at times, through an insurance policy provided by an AAA/Aaa-rated monoline insurance company.

        The pooling and servicing agreements that govern the distribution of cash flows from the loans included in the securitization require either
(1) the establishment of a reserve account that may be funded by cash or a letter of credit deposited by Irwin Union Bank and Trust or (2) the
overcollateralization of the obligations, which is intended to result in receipts and collections on the loans exceeding the amounts required to be
distributed to the holders of the bonds. If payment defaults exceed the amount in the reserve account or the amount of overcollateralization, as
applicable, the monoline insurance company policy, if any, will pay any losses thereafter experienced by holders of the bonds. To date, there
have been no claims on any monoline insurance company policy obtained in any of our home equity securitizations.

        The securitization structures we have been using to date have involved "true sales" of the loans, transferring them off of our balance sheet,
and have been accounted for using gain-on-sale treatment in accordance with SFAS 140 or its predecessor SFAS 125. We have recognized
gain-on-sale of loans or other assets in the period in which such loans or other assets were sold, although we receive cash (representing the
excess spread and servicing fees) over the lives of the loans or other assets. Concurrent with recognizing such gain-on-sale, we have recorded the
excess spread as a residual interest which is indicated on our consolidated balance sheet as part of "trading assets." We recognized gain-on-sale
of loans in an amount equal to the residual interest less origination and underwriting costs.

        Based on changes to our funding practices to adjust to the new capital rules, we expect to use different securitization structures starting in
2002 that will not be accounted for using gain-on-sale but rather provide on-balance sheet secured funding. For assets funded on balance sheet,
we record interest income over the life of the loan, while for assets funded through transactions accounted for under SFAS 140, we record
revenue as trading gains at the time of sale based on the discounted present value of the anticipated revenue stream over the expected life of the
loans. This different accounting treatment does not, however, affect cash flows related to the loans, and management expects that the ultimate
total receipt of revenues and profitability derived from our home equity loans will be substantially unchanged by these different financing
structures. See "Recent Developments" on page 23 for a discussion of the anticipated impact on earnings of this change.
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Securitization Transactions and Assumptions

      Detailed information with respect to pool sizes and age as well as the assumptions on loss expectations and prepayment speeds used to value residual interests
created through securitizations by product is as follows as of September 30, 2001 (includes owned and subserviced portfolio):

Original
Balance
Sold

Current
Balance

Month
Closed

Age of
Deal

(Months)

Actual
Annualized
Loss Rate
as a % of
Original
Balance

Actual
Cumulative
Losses as a

% of
Original
Balance

Original
Projected
Cumulative
Losses

(Lifetime)
as a % of
Original
Balance

Original
Projected
Cumulative
Losses

(Through
September
2001) as a
% of

Original
Balance

Remaining
Projected
Cumulative
Losses

(Lifetime)
as a %

of Original
Balance

Weighted
avg. future
prepayment

speed
assumption

Weighted
Average
Coupon
(WAC)

(dollars in thousands)
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Original
Balance
Sold

Current
Balance

Month
Closed

Age of
Deal

(Months)

Actual
Annualized
Loss Rate
as a % of
Original
Balance

Actual
Cumulative
Losses as a

% of
Original
Balance

Original
Projected
Cumulative
Losses

(Lifetime)
as a % of
Original
Balance

Original
Projected
Cumulative
Losses

(Through
September
2001) as a
% of

Original
Balance

Remaining
Projected
Cumulative
Losses

(Lifetime)
as a %

of Original
Balance

Weighted
avg. future
prepayment

speed
assumption

Weighted
Average
Coupon
(WAC)

HELOCs
(<=100%
CLTV)
95-2
HELOCs $ 51,584 $ � Nov-95 N/A 0.40% 2.24% 1.35% 1.35% 0.00% N/A N/A
96-1
HELOCs 75,999 8,614 Oct-96 60 0.26 1.30 1.37 1.32 0.05 36 11.56
97-1
HELOCs 54,997 7,507 Jun-97 52 0.27 1.15 1.30 1.21 0.09 33 11.36
97-2
HELOCs 69,998 12,573 Nov-97 47 0.28 1.10 1.34 1.15 0.18 41 11.45
98-1
HELOCs 124,280 42,683 Jun-98 40 0.25 0.83 1.65 1.10 0.58 48 10.20
2000-1
HELOCs 66,803 49,365 Sep-00 13 0.08 0.08 3.38 0.40 2.99 35 9.92
2001-1
HELOCs 27,719 26,006 Mar-01 7 0.00 0.00 5.01 0.12 4.89 21 9.77
2001-2
HELOCs 56,505 56,030 Sep-01 1
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