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OUR MESSAGE TO YOU

Dear Shareholders,

 The United States economy started out in 2007 on a relatively positive trend, with GDP growth continuing at a pace 

consistent with the long term economic expansion that began as a recovery from the tragic events of September 11, 

2001.  As the year progressed, faced with a deteriorating housing market and other pressing global economic issues, 

the Federal Reserve Bank began to lower short term interest rates in an effort to sustain the rate of economic growth, 

even at the risk of accelerating inflation from increases in key commodity prices, particularly energy. By mid-year, a 

liquidity crisis developed in the credit markets related to sub-prime mortgages and collateralized debt securities, 

most of which were owned by the world’s largest financial organizations.  In short order, these large organizations 

suffered huge write-offs which created large losses, weakened their capital bases, and a recession mentality had 

become evident by year end.  One key result of this sequence of events was an interest rate environment that 

pressured the interest margins of nearly all banks, including community banks like Foresight.

In preparing the annual operating budgets for 2007, Foresight’s management team recognized that the unfavorable 

interest rate environment, along with the presence of irrational price competition for loan and deposit customers 

from some local banks, would likely restrict Foresight’s realistic growth opportunities, after the previous two 

years of double digit growth.  Accordingly, for 2007 emphasis was shifted to managing credit and operating 

costs, enhancing customer service, and improving non-interest income.  Successfully applying these strategies 

delivered a record financial performance year in 2007, despite a decline in interest margin, as net income reached 

$6,591,000, an increase of 7.1% from the previous record earnings year in 2006. In a year when a majority of banks 

experienced profit declines, we are extremely pleased to have achieved these results for our shareholders, while 

serving our customers and communities, and implementing the latest in competitive technology.  To accomplish 

this in 2007, and to better position Foresight to prosper in future years, several changes were made in our executive 

leadership group.  These actions and results are well grounded in our corporate values and continuing mission of 

Community Building through Community Banking.

Several factors contributed to the overall positive financial results for 2007:

•	 Non-interest income increased over 9%, despite a modest decline in mortgage banking revenues, as multiple 

initiatives were implemented.  A key component was State Bank, Freeport opening a Trust Services division 

in partnership with Savant Capital Management, to provide selected trust and investment management 

services for customers in all markets served by the Foresight Banks.

•	 Non-interest operating expenses actually declined modestly, as investment in new technology and strong 

control of expenses were embraced quite successfully by all the Foresight Banks.  This was accomplished 

while investing nearly $.5 million in infrastructure for customer service technology, and a similar amount for 

upgrade and remodeling of Northwest Bank of Rockford’s East State office.  These investments have resulted 

in a fully functional real time processing environment and informational data base which uses state of the 

art “Check 21 Era” image processing, which is monitored 24/7 in a secure network, with ongoing intrusion 

detection and prevention technology.
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•	 Credit costs as represented by the combined expense of foreclosed assets and the provision for loan losses 

improved by $406,000 pre-tax (37%), while the reserve set aside for possible future loan losses increased to a 

Company record high of 1.25% of total loans outstanding.  Non-accrual loans and foreclosed assets declined 

to .37% of total assets, which is less than half the average of Illinois peer banks of about .90%.  The improving 

local agricultural economy was a major influence behind these positive figures.

As noted in many of our communications to our Shareholders in recent years, our management succession and 

development initiatives have been given priority attention, as being essential to our future success under our 

corporate philosophies.  This body of work proved highly beneficial during 2007 as many changes had to be put 

in action.  Jim Schneiderman announced in early 2007 that he wanted to reduce his responsibilities after more 

than two decades as President of German-American State Bank. A lengthy, but rewarding process followed 

wherein the Board interviewed two of the Bank’s senior executives, and both candidates stated that they would 

like to be named President, but only if the other candidate would agree to remain on the management team.  We 

feel this truly exemplifies the Foresight values, when our management puts the best interests of the Bank and its 

constituents above individual ambitions.  Just when the Board was ready to announce their decision to promote 

Jeffrey Sterling to President and Kerry Hoops to Executive Vice President in September, Jim became seriously ill, 

resulting in immediate implementation of the succession plan. This included assistance from several other Foresight 

executives, and has resulted in a very successful transition.  Now with Jim’s improving health, he can look forward to 

returning as Chairman of the Bank’s Board, with great pride that we all share in this excellent successor management 

team. Also during 2007, executive management was restructured at both our Operations Center and the Lena State 

Bank, which has positioned both units for improved future results consistent with our corporate philosophies.  We 

want to especially recognize and thank Brent Meyers, Greg Cross, and Dean Cooke for their efforts in making these 

changes effective.

Recognizing the strong financial results in 2007, the Foresight Board increased cash dividends by 27%, and 

authorized nearly $1 million in stock repurchases.  However, with a severely depressed market for bank stocks 

tainted by the slowing economy and large financial institutions’ problems, our stock trading price declined for the 

first time in many years, to $20.50 at year end 2007.  We feel our positive financial position will enable a strong 

rebound when bank stocks return to favor in the future.  In closing, we want to express our sincere appreciation for 

your support in allowing us to serve as good stewards of the Foresight mission of Community Building through 

Community Banking.

Respectfully,

Stephen G. Gaddis, President 	 Douglas M. Cross, Executive Vice President
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FORESIGHT LEADERSHIP

Brent Myers
President, State Bank of Davis, Davis, IL

President, Lena State Bank, Lena, IL

Richard Rosenstiel
President, Northwest Bank of Rockford

Rockford, IL

Douglas Cross
President, State Bank

Freeport, IL

Jeff Sterling
President, German-American State Bank

German Valley, IL

Stephen G. Gaddis
President and Chief Executive Officer

Foresight Financial Group, Inc.

John Jeschke
Chairman of the Board

Foresight Financial Group, Inc.

James Schneiderman
Chairman of the Board, 

German-American State Bank
German Valley, IL

Kerry Hoops
Executive Vice President

German American State Bank
German Valley, IL
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INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors 
Foresight Financial Group, Inc. 

We have audited the accompanying consolidated balance sheets of Foresight Financial Group, Inc. and 
Subsidiaries as of December 31, 2007 and 2006, and the related consolidated statements of income, 
stockholders’ equity and cash flows for each of the years in the three-year period ended December 31, 2007.  
These consolidated financial statements are the responsibility of the Company’s management.  Our 
responsibility is to express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America.  Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free of material misstatement.  An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the consolidated financial statements.  An 
audit also includes assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall consolidated financial statement presentation.  We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, 
the financial position of Foresight Financial Group, Inc. and Subsidiaries as of December 31, 2007 and 2006, 
and the results of their operations and their cash flows for each of the years in the three-year period ended 
December 31, 2007, in conformity with accounting principles generally accepted in the United States of 
America.

Our audits were made for the purpose of forming an opinion on the consolidated financial statements taken 
as a whole.  The consolidating information included in Schedules 1 and 2 is presented for purposes of 
additional analyses and is not a required part of the consolidated financial statements.  Such consolidating 
information has been subjected to the auditing procedures applied in the audit of the consolidated financial 
statements and, in our opinion, is fairly stated in all material respects in relation to the consolidated financial 
statements taken as a whole. 

Mjoehsfo,!Dbmmjibo,!WboPtepm!&!Dp.,!Mue.!

Sterling, Illinois 
February 29, 2008 

Lindgren, Callihan, Van Osdol & Co., Ltd. 403 E. Third Street  ph 815.626.1277  Rockford, Illinois 
Certified Public Accountants & Consultants Sterling, IL  61081  fax 815.626.9118  Sterling, Illinois 
        www.lcvcpa.com  Dixon, Illinois 
           Freeport, Illinois 
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“Community Building through Community Banking”

are 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. We will seek to 

expand sensibly into new markets 

when we believe that our business 

model and community banking 

philosophy can be 

successfully extended.

In summary: 

We
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