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Item 2.02.  Results of Operations and Financial Condition. 

On October 16, 2008, Bank Mutual Corporation announced its results for the quarter ended  
September 30, 2008.  A copy of Bank Mutual’s related press release is furnished to the 
Commission by attaching it as Exhibit 99.1 to this report. 
 

*     *     *     *     * 

SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has 
duly caused this report to be signed on its behalf by the undersigned hereunto duly authorized. 

 

Date:  October 20, 2008     BANK MUTUAL CORPORATION 
        (Registrant) 

       By: /s/Michael W. Dosland  
        Michael W. Dosland 

Chief Financial Officer 
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Exhibit 99.1 

F O R    I M M E D I A T E    R E L E A S E 

N  E  W  S 
 FROM 
 

  
Contact: Bank Mutual Corporation 

NASDAQ:  BKMU 
Michael T. Crowley Jr. 
Chairman, President and Chief Executive Officer 
414-354-1500 
 
Michael W. Dosland 
Chief Financial Officer 
414-354-1500 

 
 

BANK MUTUAL CORPORATION REPORTS EARNINGS  
FOR THE THIRD QUARTER OF 2008 AND 

NINE MONTHS ENDED SEPTEMBER 30, 2008 
 
 
Milwaukee, Wisconsin 
October 16, 2008 
 
 
Bank Mutual Corporation (NASDAQ Global Select Market® : BKMU) reported net income of $1.6 
million or $0.03 per diluted share for the three months ended September 30, 2008, compared to $3.7 
million or $0.07 per diluted share for the same period in 2007.   Earnings in the most recent quarter 
were impacted by a $2.3 million impairment loss on a mutual fund that invests in mortgage-related 
securities, a $1.4 million impairment loss related to Federal Home Loan Mortgage Corporation 
(“Freddie Mac”) common stock, and a $1.0 million loss provision related to a loan secured by a 
completed condominium development project.  The after-tax impact of these developments was 
approximately $3.1 million or $0.06 per diluted share.   
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Bank Mutual Corporation also announced net income of $11.0 million or $0.23 per diluted share for 
the nine months ended September 30, 2008, compared to $13.0 million or $0.23 per diluted share 
for the same period in 2007.  The earnings comparison between these periods was impacted by the 
developments described in the previous paragraph, as well as an additional impairment loss of $2.1 
million in the second quarter of 2008 on the mutual fund mentioned above ($1.4 million or $0.03 
per diluted share after income taxes).  These developments were partially offset by $2.5 million in 
gains on the sale of certain investment securities in the first six months of 2008 ($1.6 million or 
$0.03 per diluted share after taxes).  In addition, operating results in 2007 were favorably impacted 
by two items that did not recur in 2008: a $1.3 million recovery of a loss provision on a commercial 
business loan and a net gain of $585,000 on the sale of undeveloped land.  Net of the related income 
tax effect, these offsetting items amounted to approximately $1.2 million or $0.02 per diluted share 
in 2007.   
 
The comparison of diluted earnings per share between the three and nine month periods in 2008 and 
2007 was also impacted by Bank Mutual’s stock repurchase program.  The weighted average 
number of diluted shares outstanding declined by 10.2% and 13.8% during the periods in 2008, 
respectively, compared to the same periods in 2007. 
 
Michael T. Crowley, Jr., Chairman, President, and Chief Executive Officer of Bank Mutual 
Corporation commented, “As our results this quarter will show, we have also felt the effects of the 
recent turmoil in the financial markets.  However, once we filter through the ‘noise’ in our earnings, 
we are very pleased with our core results.”  Mr. Crowley added, “We continue to believe that our 
capital strength, liquidity, asset quality, and cost efficiency set us apart from many of our 
competitors.  We are also pleased to see continued improvement in our net interest margin in this 
difficult environment for financial institutions.”  
 
Net interest income for the three and nine month periods ended September 30, 2008, increased $1.4 
million or 8.1% and $2.0 million or 3.8%, respectively, compared to the same periods in the 
previous year.  Net interest margin improved to 2.21% and 2.15% during the three and nine month 
periods in 2008, respectively, compared to 2.08%  in both the three  and nine month periods of the 
previous year.  These improvements were primarily attributable to a declining interest rate 
environment that resulted in a larger decline in the cost of Bank Mutual’s liabilities than it did in the 
yield on its earning assets.   Also contributing to the increase in net interest income in both 2008 
periods were modest increases in average earning assets relative to the 2007 periods.  The favorable 
impact of these developments was partially offset by decreases in the ratio of average earning assets 
to average interest-bearing liabilities in the 2008 periods compared to the same periods in the 
previous year.  This later development was principally caused by Bank Mutual’s stock repurchases.  
 
As previously described, net losses on investment securities in the third quarter of 2008 included 
$2.3 million for an other-than-temporary impairment of one of Bank Mutual’s mutual fund 
investments.  An additional impairment of $2.1 million was also recognized on this investment in 
the second quarter of 2008 and $1.2 million was recognized in the fourth quarter of 2007.   This 
mutual fund invests primarily in mortgage-related securities, none of which are believed by 
management to be secured by sub-prime mortgages, but a portion of which are secured by interest-
only mortgages, option-payment mortgages, and other “Alt-A” mortgages.  Given the significant 
uncertainty and illiquidity that exists in the markets for securities secured by these types of loans, 
Bank Mutual cannot be certain that future impairment charges will not be required against this 
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investment, which had a remaining book value of $24.1 million at September 30, 2008 (net of 
impairment charges).    
 
Also included in net losses on investment securities in the third quarter of 2008 was a $1.4 million 
impairment loss associated with Bank Mutual’s investment in the common stock of Freddie Mac, 
which was placed in conservatorship by the U.S. Government on September 7, 2008.   This loss 
represented the entire recorded book value of the investment.  This stock was originally held by 
another financial institution that Bank Mutual acquired in 2000.  The nine-month period in 2008 
also contains $2.5 million in gains on sales of investment securities.   The proceeds from these sales 
were reinvested in securities that have higher yields and more predictable durations.  
 
The effective income tax rate for the three and nine months ended September 30, 2008, was 28.4% 
and 32.3%, respectively, compared to 34.1% for both the three and nine month periods in 2007.  
These decreases resulted from lower pre-tax income in the 2008 periods with non-taxable income 
amounts remaining approximately the same as the 2007 periods. 
 
One- to four-family mortgage loan originations were $31.5 million for the third quarter of 2008 and 
$157.5 million for the nine months ended September 30, 2008, compared to $51.9 million for the 
third quarter of 2007 and $153.6 million for the nine months ended September 30, 2007.  In the 
most recent quarter, originations of one- to four-family loans have declined in response to higher 
mortgage rates, weakness in the real estate market, and a general deterioration in economic 
conditions.  The modest year-to-date increase in one- to four-family mortgage loan production was 
primarily the result of a brief period of refinancing activity earlier in the year caused by lower rates 
on mortgage loans.   
 
Sales of one- to four-family mortgage loans were $17.2 million for the third quarter of 2008 and 
$115.6 million for the nine months ended September 30, 2008, compared to $23.8 million for the 
third quarter of 2007 and $78.0 million for the nine months ended September 30, 2007.    Bank 
Mutual’s policy is to sell substantially all of its fixed-rate, one- to four-family mortgage loan 
originations in the secondary market.  Sales of these loans declined in the most recent quarter for 
the reasons described in the previous paragraph.  As a result, gains on the sales of loans were 
$226,000 during the quarter compared to $338,000 last year.  On a year-to-date basis, sales activity 
in 2008 benefited from a lower interest rate environment early in the year which increased 
refinancing activity and corresponding demand for fixed-rate mortgage loans.   As a result of this 
increased demand, gains on sales of loans were $1.5 million in 2008 compared to $1.1 million in 
2007. 
 
Multi-family and commercial real estate mortgage loan originations were $67.8 million for the third 
quarter of 2008 and $170.5 million for the nine months ended September 30, 2008, compared to 
$41.6 million for the third quarter of 2007 and $133.3 million for the nine months ended September 
30, 2007.  The increases in both periods were primarily the result of continuing efforts by Bank 
Mutual’s loan personnel to develop this portion of the loan portfolio. 
 
Consumer loan originations, including home equity lines of credit, were $30.8 million for the third 
quarter of 2008 and $85.1 million for the nine months ended September 30, 2008, compared to 
$31.6 million for the third quarter of 2007 and $94.7 million for the nine months ended September 
30, 2007.  Modestly lower originations in the 2008 periods were primarily the result of declining 
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demand due to slower economic growth, as well as smaller increases, or even decreases, in home 
values, which has had a negative impact on homeowners’ equity.   
 
Commercial business loan originations for the third quarter of 2008 were $7.6 million and were 
$29.3 million for the nine months ended September 30, 2008, compared to $13.0 million in the third 
quarter of 2007 and $35.5 million for the nine months ended September 30, 2007.  The decreases in 
loan originations in both periods were the result of a general slowdown in the economy and the 
resulting decline in demand for credit. 
 
In total, loan originations and purchases for the third quarter of 2008 were $145.8 million compared 
to $162.9 million for comparable period in 2007 and $461.9 million for the nine months ended 
September 30, 2008, compared to $483.0 for the same period in 2007.  The decreases in both 
periods are due to the factors described above.  Also contributing was an intentional reduction in the 
amount of residential loans purchased from third parties because of generally lower interest rates. 
 
Total assets were approximately $3.6 billion at September 30, 2008, compared to $3.5 billion at 
December 31, 2007. 
 
Bank Mutual’s investment in interest-earning deposits, which consisted principally of funds held 
overnight at the Federal Home Loan Bank of Chicago (“FHLB”), increased from $2.7 million at 
December 31, 2007, to $169.0 million at September 30, 2008.  This increase is purposeful and 
reflects management’s belief that it is prudent to increase Bank Mutual’s liquidity and future 
flexibility in light of recent developments in financial markets.  Bank Mutual from time-to-time also 
invests funds overnight in Federal Funds Sold.  However, no such investments were held as of 
September 30, 2008. 
 
Bank Mutual’s investment securities portfolio increased by $253.2 million and its mortgage-related 
securities portfolio decreased by $206.3 million during the nine months ended September 30, 2008.  
On a combined basis, total securities available for sale (at fair value) increased by $47.0 million.  
The portfolio increase was primarily the result of the purchase of new investment securities earlier 
in the year, partially offset by the sale of mortgage-related securities, as well as repayments within 
the portfolios.  
 
Deposits increased $68.4 million or 3.2% during the nine months ended September 30, 2008, to 
$2.2 billion compared to $2.1 billion at December 31, 2007.   Within the deposit portfolio, core 
deposits (checking, savings and money market accounts) increased $77.4 million and certificates of 
deposit declined $9.0 million.  The overall increase in deposits resulted from the opening of new 
offices and efforts to market deposit plans at rates and terms that are designed to attract more core 
deposits.  The weighted average cost of deposits declined by 86 basis points at September 30, 2008, 
compared to December 31, 2007. 
 
Borrowings decreased slightly to $910.7 million at September 30, 2008, compared to $912.5 million 
at December 31, 2007.  This decrease was due to the repayment of a maturing FHLB advance 
during the period and regular monthly amortization of certain FHLB advances.  As of September 
30, 2008, substantially all of Bank Mutual’s FHLB advances were subject to significant prepayment 
penalties if repaid prior to their stated maturity. 
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Bank Mutual Corporation has paid 31 consecutive quarterly cash dividends since its initial stock 
offering.  Cash dividends paid in the third quarter of 2008 were $0.09 per share compared to $0.085 
per share for the same period in 2007.   This represented a 5.9% increase over the dividend paid in 
the third quarter of the previous year.  Year-to-date, Bank Mutual has paid $0.27 per share in 
dividends, a 10.2% increase over the same period in 2007. 
 
The ratio of non-performing loans to total loans was 1.35% at September 30, 2008, compared to 
0.65% at December 31, 2007.  This increase was due in part to a $9.1 million loan secured by a 
completed condominium development project that was placed on non-accrual during the most 
recent quarter.   As previously noted, Bank Mutual recorded a $1.0 million provision for loss 
against this loan in the third quarter.  Also contributing to the increase in non-performing loans 
since December 31, 2007, was a $3.4 million or 140% increase in non-performing one- to four-
family residential loans due to a general decline in economic conditions and other factors affecting 
non-performing loans in the earlier quarters of 2008.    During the third  quarter of 2008 Bank 
Mutual avoided a larger increase in non-performing loans by providing $8.5 million in financing for 
the sale of a 114-unit apartment building by the original borrower to another, unrelated borrower.  
The loan was extended at market rates and terms and the new borrower was able to provide 
additional collateral to secure the new loan. 
 
Bank Mutual’s allowance for loan losses increased to $12.4 million or 0.67% of total loans at 
September 30, 2008, compared to $11.8 million or 0.59% at December 31, 2007.    As a percent of 
non-performing loans, Bank Mutual’s allowance for loan losses was 49.5% at September 30, 2008, 
compared to 91.0% at December 31, 2007.  The dollar increase in the allowance was caused in part 
by the loss provision on the condominium development project mentioned above.  The impact of 
this increase was partially offset by a decline in the allowance caused by an overall decline in the 
size of Bank Mutual’s loan portfolio.   The reduction in the allowance for loan losses as a percent of 
non-performing loans was principally the result of an increase in non-performing loans, as 
discussed above.  Despite this increase, management believes the allowance for loan losses is 
adequate to cover probable and estimable losses in Bank Mutual’s loan portfolio as of September 
30, 2008.  However, future adjustments to the allowance may be necessary and results of operations 
could be adversely affected if future conditions differ substantially from the assumptions used by 
management to determine the allowance for loan losses as of the end of the period.     
 
Book value per share of Bank Mutual’s common stock was $8.37 at September 30, 2008, compared 
to $8.63 at December 31, 2007.  The annualized return on average equity (ROE) was 1.61% for the 
third quarter of 2008 and was 3.51% for the nine months ended September 30, 2008.  These returns 
compared to 3.23% and 3.55% for the same periods in 2007, respectively.  The annualized return on 
average assets (ROA) was 0.18% for the third quarter of 2008 and was 0.41% for the nine months 
ended September 30, 2008.  These figures compared to 0.42% and 0.50% for the same periods in 
the previous year, respectively.   
 
During the nine months ended September 30, 2008, Bank Mutual repurchased 2,092,300 shares of 
company common stock at an average price of $10.80 per share.  However, no shares were 
repurchased during the third quarter of 2008.   Bank Mutual regularly reviews market conditions 
and the cost of funds to determine whether share repurchases are appropriate.   
 
Bank Mutual Corporation is the fifth largest financial institution holding company headquartered in 
the state of Wisconsin and its stock is quoted on The NASDAQ Global Select Market® under the 
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symbol “BKMU”.  Its subsidiary bank, Bank Mutual, operates 78 banking locations in the state of 
Wisconsin and one in Minnesota. 
 

*  *  *  
 
Outlook 
 
The preceding paragraphs, as well as the following paragraphs, contain forward looking statements; 
please refer to “Cautionary Statements” below.   Bank Mutual Corporation’s management has 
identified a number of factors which may affect the company’s financial condition and results of 
operations during the balance of 2008 and into 2009.  They are as follows: 
 
• The recent general economic slowdown, and the softness and declines in the real estate market, 

may continue. If that is the case, there are a number of effects that Bank Mutual, like other 
financial institutions, would likely experience. 

 
• Loan originations could continue to fluctuate from period to period, along with related 

interest and fee income. 
• A continuing slowdown or decrease in the value of real estate may occur.  Reduced 

property prices and a soft real estate market could negatively affect the volume of home 
sales, which, in turn, could affect mortgage and home equity loan originations and 
prepayments.   

• A continuation of soft or declining real estate values could also affect the value of the 
collateral securing Bank Mutual’s mortgage loans.  A decrease in value could, in turn, 
lead to increased losses on loans in the event of foreclosures, which would affect the 
provisions for loan losses and profitability. 

• A general slowdown in the economy or a recession may affect borrowers’ ability to 
repay their loan obligations, which could lead to increased loan losses and loan loss 
provisions and/or less revenue.   

• If customer demand for real estate loans decreases, Bank Mutual’s profits may decrease 
because alternative investments, primarily mortgage-related securities, generally earn 
less income than real estate loans. 

• The current unsettled markets may also affect the liquidity and/or value of real estate-
related investments.   

 
• The well-publicized liquidity crisis in the world credit markets may continue.  If this occurs, 

there are a number of effects that Bank Mutual, like other financial institutions, would likely 
experience.   

 
• The fair value of its securities available for sale may continue to fluctuate with 

corresponding impacts on other comprehensive income and/or net income. 
• In the event Bank Mutual wishes to sell financial assets, its ability to sell such assets and 

the prices it could receive for such assets, could adversely affect its liquidity, financial 
position, and earnings.  

• The rates Bank Mutual receives on short-term or variable rate investments and the rates 
it pays on short-term or variable-rate borrowings may fluctuate dramatically. 
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• Acceptable investment opportunities may be limited given Bank Mutual’s desire to 
actively manage its exposure to credit and/or counter-party risks.  

• The current credit market crisis has led to the adoption of significant legislation and 
regulatory actions which are expected to affect financial institutions and holding 
companies such as Bank Mutual in a far reaching manner, including in ways which 
cannot yet be fully determined.  Additional legislation may be forthcoming.  Changes 
resulting from this legislation, regulatory actions, and/or other reactions to the crisis 
could have an adverse impact on the financial condition and/or results of operations of 
Bank Mutual. 

• The crisis has contributed to recent failures of financial institutions insured by the 
Federal Deposit Insurance Corporation (“FDIC”), as well as a general increase in 
expectations for future failures.  As a result, the FDIC has proposed an increase in 
deposit insurance premiums for all FDIC-insured financial institutions in 2009, including 
Bank Mutual. 

 
• Bank Mutual will continue to further emphasize commercial real estate and commercial 

business loans, both of which can present a higher risk than residential mortgages.  Adding 
personnel to continue this emphasis will increase operating costs.  However, market conditions 
and other factors may continue to affect Bank Mutual’s ability to increase its loan portfolio with 
these types of loans, and a weak economy could increase the risk that borrowers will not be able 
to repay these loans. 

 
• Like many Wisconsin financial institutions, Bank Mutual has non-Wisconsin subsidiaries that 

hold and manage investment assets, the income from which has not been subject to Wisconsin 
tax.  The Wisconsin Department of Revenue has instituted an audit program specifically aimed 
at out-of-state investment subsidiaries.  Depending upon the terms and circumstances, an 
adverse resolution of these matters could result in additional Wisconsin tax obligations for prior 
periods and/or higher Wisconsin taxes going forward, with a substantial negative impact on 
Bank Mutual’s earnings.  Although Bank Mutual believes it has reported income and paid 
Wisconsin taxes in accordance with applicable legal requirements and the Department’s long-
standing interpretations of them, Bank Mutual’s position may not prevail in court or other 
actions may occur which give rise to liabilities.  Bank Mutual may also incur further costs in the 
future to address and defend these issues. 

 
 

*  *  * 
Cautionary Statements 
 
The discussions in this earnings release that are not historical statements may contain forward-
looking statements that involve risks and uncertainties.  Statements which are not historical 
statements include those under “Outlook,” above, as well as statements that appear elsewhere in this 
report that are in the future tense or which use terms such as “believe,”  “expect,” and “anticipate.”   
Bank Mutual Corporation’s actual future results could differ in important and material ways from 
those discussed.  Many factors could cause or contribute to such differences.  These factors include 
changing interest rates and related yield curves, changes in demand for loans or other services, 
competition from other institutions, the results of lending activities and loan loss experience, 
changes in real estate values, negative developments in the credit, lending, and financial markets, 
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developments in the war on terrorism and other international developments, other general economic 
and political developments, those items discussed under “Outlook,” above, and other factors 
discussed in Bank Mutual’s filings with the Securities and Exchange Commission, particularly in 
Item 1A, “Risk Factors,” of Bank Mutual Corporation’s 2007 Annual Report on Form 10-K. 
 

*   *   * 
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