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Dear Stockholders,

In managing through another difficult operating year influenced by a weak economy during 2010, the Foresight group of  
community bankers showed PERSEVERANCE—persisting in spite of  significant counter influences, economic opposition, 
and regulatory discouragement in pursuing our mission of  Community Building through Community Banking. 
The image of  the mountain climber on the cover of  this report reminds us of  the continual effort, diligence, and prudent risk 
management it takes to reach the “summit” of  successful performance in behalf  of  each of  our stakeholders—customers, 
communities, team members, and stockholders. Measured strictly in terms of  financial results, the year 2010 was better than 
2009, with net income of  $5,815,000, up 6% from $5,483,000. Although this result is below what we would expect to achieve 
in a more normal economy, it was once again far superior to the industry peer average. Foresight’s profitability, return on 
average assets of  .71%, was nearly 2.5 times the national peer group average of  .28%. This was short of  our goal of  1.0% 
return on average assets, but we were pleased overall given the economic conditions of  2010.
	
Several pertinent facts illustrate just how severe the economic damage of  the 2008-2009 recession has been. In our local 
market area, we began the year with an unemployment rate of  about 18%, much higher than the national average of  about 
10%. By year end, with gradual improvement and a return to modest economic growth, these rates had improved to about 
14% and 9% respectively, but still quite high compared to historical norms. During this recession, the U.S. economy lost 2.3 
million jobs in manufacturing, and 3.0 million jobs in residential housing related industries. There have been over 200 bank 
failures in each of  the past two years, and this is expected to continue for at least the next year or two. The list of  problem 
financial institutions tracked by the Federal Deposit Insurance Corporation has reached nearly 900 of  the remaining 7,800 
institutions. In the past two decades, the number of  U.S. financial institutions has declined from over 15,000 to this level for 
many reasons, and industry experts say there are more reasons than ever for this declining trend to continue. This should 
be of  great concern to politicians and policy makers, as community banks are a major source of  support to small and mid-
sized businesses, the engines of  innovation behind American enterprise, which have historically driven economic growth 
and job creation.
	
It is widely believed by many economists that material improvement in the economy will have to come from strengthening 
the small and mid-sized business sectors, which in turn will reduce unemployment to more typical levels. The modest 
improvement in the economy in 2010 was driven by continuation of  historically low interest rates, but was “uneven” as large 
corporations were the principal beneficiaries of  lower employment and operating costs. Manufacturing and agriculture 
became the brighter pockets of  prosperity, but are now clouded by the risk of  commodity and energy related inflation that 
could derail the fledgling recovery. Improvement in the overall economy will be critical to enhancing community banks like 
Foresight’s future prospects and performance, which are closely tied to the fortunes of  small and mid-sized businesses.
	
With this economic background, we should now reflect upon Foresight’s many achievements in 2010 from the 
PERSEVERANCE of  the management teams, beyond just the increase in net income and solid profitability mentioned 
previously:

•	 Four of  the five Foresight banks increased net income for 2010 over 2009—three of  the banks achieved record highs for 
net income.
•	 Profitability efficiency above peer group average continues to be related directly to strong management of  net operating 
overhead costs, with Foresight at 1.67% of  average assets compared to the peer group average of  2.25%—this efficiency 
placed Foresight among the best 10% in its’ national peer group for 2010.
•	 While keeping overhead costs low, the group made significant contributions to many community causes and key local 
institutions in excess of  $250,000, including funding by German American State Bank of  a major endowment for future 
scholarships for deserving local students to attend Highland Community College in honor and memory of  the late Jim 
Schneiderman, Foresight’s original President in 1986, and a continuing Board member for 23 years.
•	 Reflective of  the strong agricultural economy, and supported by our strong capital position enhanced with the TARP 
Capital to ensure continued ability to lend to deserving customers, the Foresight banks increased their loan volume by 9% in 
2010, most impressive considering the peer group average was about a 4% decline in loan volume. This growth was aided 
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substantially by the increased usage of  several lending programs supported by Federal government agencies, including the 
SBA (Small Business Administration), the Farm Credit System, and USDA (U.S. Dept. of  Agriculture). A major transaction 
assembled by State Bank of  Davis, that took most of  the year to complete, included a USDA guaranty that is believed to be 
the largest transaction of  this type ever done by the Illinois office of  the USDA.
•	 Many significant loan customers whose business fortunes were damaged severely by the recession were nurtured back to 
survival and beyond by our teams of  our caring and committed commercial lenders, and are now repositioned to prosper 
again in better economic times ahead.
•	 Major organizational progress was achieved in terms of  human capital acquisition and development, along with 
appropriate investment in training and leadership development programs to enhance our management succession plans—
Tom Walsh was named President at Northwest Bank of  Rockford in August 2010, bringing his wealth of  knowledge and 
over 25 years executive management experience to lead the future of  the bank and contribute to Foresight as well.
•	 Foresight was recognized in the June 2010 issue of  U.S. Banker magazine as one of  the top 200 Community Banks—the 
third time in the past five years. State Bank, Freeport was also listed by the Independent Community Bankers Association of  
America as one the top 20 banks in the nation in their peer group as measured by return on stockholders equity.
	
While we are proud of  these results and achievements for 2010, your management and Board recognizes the most daunting 
of  obstacles remains with the credit risk imbedded in the portfolios, with the ongoing troubled economy and its impact on 
collateral values and marketability. Non-accrual loans and foreclosed real estate continue to hold at a burdensome level of  
$23 million, down only about $1 million in the past year, even though credit costs of  $9.5 million were charged to operating 
income. Although this is better performance than peer average, the charts shown in the following pages illustrate that the 
strong revenue gains and good expense control achieved in all phases of  our business operations in 2010 were needed just 
to offset the impact of  the elevated credit costs. Going forward, we believe that accomplishing the tasks of  significantly 
reducing credit costs, while maintaining operating costs and revenues, would go a long way toward improving profits to a 
level needed to begin aggressive retirement of  the TARP capital investment, a key step to improving the trading price of  
Foresight’s common stock.
	
Last but not least, another major challenge from Regulatory change is upon us. With the passage in the summer of  2010 
of  the Dodd-Frank Wall Street Reform and Consumer Protection Act, it was the intent of  Congress to carve out several 
exceptions to benefit community banks compared to the restrictions and limitations justifiably imposed on the largest banks 
and Wall Street. Although some of  the carve outs will be helpful to a degree, the overall impact of  this landmark legislation 
with over 2,000 pages of  new laws that experts expect will lead to over 20,000 pages of  new regulations, will be highly 
burdensome to community banks who lack the resources and critical mass to absorb dealing with this barrage of  rules in a 
cost effective manner. What was intended to address the Wall Street abuses that damaged the economy may well contribute 
to the further decline in the viability of  community banking franchises. The fight for mitigation of  the changes has begun 
with the banking trade associations more active than ever in lobbying Congress as the implementing regulations are released.

With all the challenges discussed, the Foresight executive management team and Board are extremely grateful to our team 
members and stockholders for their PERSEVERANCE as we keep moving forward on our mission of  Community Building 
through Community Banking. Each has made sacrifices along the way in 2010, including the 50% reduction in our 
common stock dividends. Foresight’s team members now collectively represent the largest stockholder of  our company through 
our corporate 401-K retirement plan. We are all in this mission together, and by continuing to work with PERSEVERANCE, 
we will prevail in our successful tradition of  Community Building through Community Banking.

Respectfully and Gratefully,

President and CEO



FORESIGHT 

2010 ANNUAL REPORT6

7.0 -

6.5 -

6.0 -

5.5 -

5.0 -

4.5 -

4.0 -

3.5 -

3.0 -

20,000 -

15,000 -

10,000 -

5,000

0 -

   2 0 0 5  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0

 2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0

4.750

5.483

  Net Earnings Dollars (1,000,000s)

Credit Costs vs. Net Operating Income* (In 000’s)

5.8155.930
6.153

6.591

*Tax equivalent net operating income before taxes and credit costs.
Net Operating IncomeCredit Costs

1,086
580

4,801

6,757

9,508

18,388

15,399

12,434
11,14610,846



FORESIGHT 

2010 ANNUAL REPORT 7

850,000 -

800,000 -

 750,000 -

700,000 -

650,000 -

600,000 -

550,000 -

500,000 -

450,000 -

400,000 -

350,000 -

300,000 -

250,000 -

200,000 -
  2 0 0 5  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0

Assets Deposits Loans

Trends in Assets, Deposits and Loans  (In 000’s)

100,000 -

80,000 -

60,000 -

40,000 -

20,000 -

0 -
  2 0 0 5  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0

Trends in Combined Equity Capital and ALLL* to Non-Performing Assets  (In 000’s)

Non Performing Assets*ALLL: Allowance for loan and lease losses

749,346

635,271

Equity Capital & ALLL

581,105

695,439

844,917
808,642

664,380

531,972

417,707

514,258

595,156

470,430

568,159

658,729
695,346

589,600

482,093

99,190

23,060

95,352

24,217

71,467

17,749

66,156

3,224

60,093

2,607

54,700

3,685

526,020



we are

we will

a market driven, people oriented community banking organization dedicated to 

enhancing shareholder value by providing our customers with diversified financial 

services that help them achieve economic success and financial security. 

We will pursue these goals while balancing shareholder and customer interests 

with the ongoing welfare of our employees and local communities.

The member banks of our group maintain a high degree of independence 

and sensitivity to the concerns of the local communities and 

markets that we choose to serve.

seek to expand sensibly into new markets 

when we believe that our business model and 

community banking philosophy can be successfully extended.

In summary:

“Community Building through Community Banking” 
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