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Risks Related to Interest Rate Risk Future changes in interest rates may reduce any future profits. Like most financial
institutions, whether we are profitable or not depends to a large extent upon our net interest income, which is the difference
between our interest income on interest- earning assets, such as loans and securities, and our interest expense on interest- bearing
liabilities, such as deposits and borrowed funds. Accordingly, our results of operations depend largely on movements in market
interest rates and our ability to manage our interest- rate sensitive assets and liabilities in response to these movements. Factors
such as inflation, recession and instability in financial markets, among other factors beyond our control, may affect interest rates.
For the year ended December 31, 2023-2024 , we recorded a loss of § 711 . 49 million. Our financial condition and results of
operations are significantly affected by changes in market interest rates, and the degree to which these changes disparately
impact short- term and long- term interest rates and influence the behavior of our customer base. Our results of operations
substantially depend on our net interest income, which is the difference between the interest income we earn on our interest
earning assets and the interest expense we pay on our interest- bearing liabilities. A flattening yield curve, or one that inverts,
could negatively impact our net interest margin and earnings. As-If the Federal Reserve lowers continues to raise interest rates,
our...... their deposit products. Conversely, should market interest rates fal-belew-current levels, our net interest income could
also be negatively affected if competitive pressures prevent us from reducing rates on our deposits, while the yields on our assets
decrease through loan prepayments and interest rate adjustments. continues to Geﬂvefse}y—l-ﬁt-he—Fedefa{—Resefve—mses—- raise
interest rates,our interest- bearlng liabilities may be subject to repricing or maturing more quickly than our interest- earning
assets.If short- term rates increase rapidly,we may have to increase the rates we pay on our deposits and borrowed funds more
quickly than we can increase the interest rates we earn on our loans and investments,resulting in a negative effect on interest
spreads and net interest income.In addition,the effect of rising rates could be compounded if deposit customers move funds into
higher yielding accounts or are lost to competitors offering higher rates on their deposit products .Conversely,should Changes
in interest rates also affect the value of our interest- earning assets and in particular our securities portfolio. Generally, the value
of securities fluctuates inversely with changes in interest rates. At December 31, 2623-2024 , our available- for- sale debt
securities portfolio totaled $ 283-297 . 8-0 million with net unrealized losses of $ 38-27 . 74 million and are reported as a
separate component of stockholders' equity. Therefore, decreases in the fair value of securities available- for- sale resulting from
increases in interest rates could have an adverse effect on stockholders' equity. At December 31, 2023-2024 , our held- to-
maturity debt securities portfolio totaled $ 33. 4-2 million with net unrealized losses of $ 5-3 . 42 million. The net unrealized
losses on our held- to- maturity securities are not reperted-recorded in the financial statements until realized upon sale. The
Company does not intend to sell held- to- maturity securities, nor does it foresee being required to sell them before the
anticipated recovery or maturity. Volatility and uncertainty related to inflation and the effects of inflation, which may lead to
increased costs for businesses and consumers and potentially contribute to poor business and economic conditions generally,
may also enhance or contribute to some of the risks discussed herein. For example, higher inflation, or volatility and uncertainty
related to inflation, could reduce demand for the Company' s products, adversely affect the creditworthiness of the Company' s
borrowers or result in lower values for the Company' s investment securities and other interest- earning assets. Any substantial
change in market interest rates could have a material adverse effect on our financial condition, liquidity and results of operations.
While we pursue an asset / liability strategy designed to mitigate our risk from changes in interest rates, such changes can still
have a material adverse effect on our financial condition and results of operations. At December 31, 2623-2024 , our net
portfolio value would decrease by $ 73-70 . 9-1 million if there was an instantaneous 200 basis point increase in market interest
rates. For further discussion of how changes in interest rates could impact us, see “ Management’ s Discussion and Analysis of
Financial Condition and Results of Operations — Market Risk. ”” Risks Related to Lending Activities Because we intend to
increase our commercial real estate and commercial loan originations, our lending risk will increase. Commercial real estate and
commercial loans generally have more risk than residential mortgage loans. Because the repayment of commercial real estate
and commercial loans depends on the successful management and operation of the borrower’ s properties or related businesses,
repayment of such loans can be affected by adverse conditions in the real estate market or the local economy. Commercial real
estate and commercial loans may also involve relatively large loan balances to individual borrowers or groups of related
borrowers. A downturn in the real estate market or the local economy could adversely impact the value of properties securing
the loan or the revenues from the borrower’ s business thereby increasing the risk of non- performing loans. Also, many of our
multifamily and commercial real estate and commercial business borrowers have more than one loan outstanding with us.
Consequently, an adverse development with respect to one loan or one credit relationship can expose us to a significantly greater
risk of loss compared to an adverse development with respect to a residential mortgage loan. Further, unlike residential
mortgages or multifamily and commercial real estate loans, commercial and industrial loans may be secured by collateral other
than real estate, such as inventory and accounts receivable, the value of which may be more difficult to appraise, may be more
susceptible to fluctuation in value at default, and may be more difficult to realize upon enforcement of our remedies. As our
commercial real estate and commercial loan portfolios increase, the corresponding risks and potential for losses from these loans
may also increase. If our allowance for credit losses on loans is not sufficient to cover actual loan losses, our earnings and
capital could decrease. Lending is inherently risky and we are exposed to the risk that our borrowers may default on their
obligations. A borrower’ s default on its obligations may result in lost principal and interest income and increased operating
expenses as a result of the allocation of management’ s time and resources to the collection and work- out of the loan. In certain



situations, where collection efforts are unsuccessful or acceptable work- out arrangements cannot be reached, we may have to
charge- off the loan in whole or in part, or sell it at a discount. In such situations, we may acquire real estate or other assets, if
any, that secure the loan through foreclosure or other similar available remedies, the amount owed under the defaulted loan may
exceed the value of the assets acquired, and post- default remedies may be unavailable or unfeasible. We make various
assumptions and judgments about the collectability of our loan portfolio, including the creditworthiness of our borrowers and
the value of the real estate and other assets serving as collateral for our loans. In determining the amount of the allowance for
credit losses on loans, we review our loans and our loss and delinquency experience, and we evaluate other factors including,
among other things, current economic conditions. If our assumptions are incorrect, or if delinquencies or non- performing loans
increase, our allowance for credit losses on loans may not be sufficient to cover losses in our loan portfolio, which would require
additions to our allowance, which could materially decrease our net income. Our allowance for credit losses on loans was 0. 9+
83 % of total loans and 23+254 . 35-02 % of non- performing loans at December 31, 2623-2024 . In addition, bank regulators
periodically review our allowance for credit losses on loans and, based on their judgments and information available to them at
the time of their review, may require us to increase our allowance for credit losses on loans or recognize further loan charge-
offs. An increase in our allowance for credit losses on loans or loan charge- offs as required by these regulatory authorities may
reduce our net income and our capital, which may have a material adverse effect on our financial condition and results of
operations. If our non- performing assets increase, our earnings will be adversely affected. At December 31, 2623-2024 , our
non- performing assets, which consist of non- performing loans and-etherreal-estate-ewned-, were $ 6-5 . 71 million, or 0. 33-25
% of total assets. Our non- performing assets adversely affect our net income in various ways: * we record interest income only
on the cash basis or cost- recovery method for non- accrual loans and we do not record interest income for other real estate
owned; « we must provide for expected loan losses through a current period charge to the provision for credit losses on loans; ¢
non- interest expense increases when we write down the value of properties in our other real estate owned portfolio to reflect
changing market values; * there are legal fees associated with the resolution of problem assets, as well as carrying costs, such as
taxes, insurance and maintenance fees; and ¢ the resolution of non- performing assets requires the active involvement of
management, which can distract them from more profitable activity. If additional borrowers become delinquent and do not pay
their loans and we are unable to successfully manage our non- performing assets, our losses and troubled assets could increase
significantly, which could have a material adverse effect on our financial condition and results of operations. Risks Related to
Loan Underwriting Adjustable- Rate Loans. While we anticipate that adjustable- rate loans will better offset the adverse effects
of an increase in interest rates as compared to fixed- rate loans, an increased monthly payment required of adjustable- rate loan
borrowers in a rising interest rate environment could cause an increase in delinquencies and defaults. The marketability of the
underlying property also may be adversely affected in a high interest rate environment. In addition, although adjustable- rate
loans make our asset base more responsive to changes in interest rates, the extent of this interest sensitivity is somewhat limited
by the annual and lifetime interest rate adjustment limits on adjustable- rate loans. To help minimize the risks associated with
rising interest rates and the subsequent risk of default, we often perform a stress analysis during underwriting. MukiFarmily
Multifamily and Commercial Nen—Restdenttal-Real Estate Loans. Loans secured by commercial nen——restdentiat-and
multifamily real estate generally have larger balances and involve a greater degree of risk than ene—te—feur-family-residential
real estate loans. Of primary concern in commercial nen—restdenttatreal estate and multifamily lending is the borrower’ s
creditworthiness and the feasibility and cash flow potential of the asset. Payments on loans secured by income producing
properties often depend on the successful operation and management of the properties. As a result, repayment of such loans may
be subject to adverse conditions in the real estate market or the economy to a greater extent than residential real estate loans. To
monitor cash flows on income properties, we generally require borrowers and loan guarantors, if any, to provide annual
financial statements on commercial real estate and multifamily loans. In reaching a decision whether to make a commercial
non-residential-real estate or multifamily loan, we consider the net operating income of the property, the borrower’ s expertise,
credit history and profitability and the value of the underlying property. At times, we may also perform a global cash flow
analysis of the borrower. We generally have required that the properties securing these real estate loans have debt service
coverage ratios (the ratio of net operating income to debt service) of at least 1. 25x. We require a Phase One environmental
report on all commercial real estate loans in excess of § 1. 0 million or when we believe there is a possibility that hazardous
materials may have existed on the site, or the site may have been impacted by adjoining properties that handled hazardous
materials. Further in situations where environmental risks may be present, we utilize the services of an independent and
qualified environmental consultant to assess any underlying risks. Construction Loans. Our construction loans are based upon
our estimates of costs to complete a project and the value of the completed project. Typically, said reviews are conducted by
third party’ s approved by the bank. Underwriting is focused on the borrowers’ financial strength, credit history and
demonstrated ability to produce a quality product and effectively market and manage its operations. Construction lending
involves additional risks when compared to permanent residential lending because funds are advanced upon the collateral of the
project, which is of uncertain value before its completion. Because of the uncertainties inherent in estimating construction costs,
it is difficult to evaluate accurately the total funds required to complete a project and the related loan- to- value ratio. In addition,
generally during the term of a construction loan, interest may be funded by the borrower or disbursed from an interest reserve
set aside from the construction loan budget. These loans often involve the disbursement of substantial funds with repayment
substantially dependent on the success of the ultimate project and the ability of the borrower to sell or lease the property or
obtain permanent take- out financing, rather than the ability of the borrower or guarantor to repay principal and interest. If the
appraised value of a completed project proves to be overstated, we may have inadequate collateral for the repayment of the loan
upon completion of construction of the project and may incur a loss. We use a discounted cash flow analysis to determine the
value of any construction project of five or more units. Our ability to continue to originate a significant amount of construction
loans is dependent on the strength of the general real estate market in our market areas. Junior Liens and Consumer Loans.



Consumer loans may entail greater risk than residential mortgage loans, as they can be unsecured, subordinately secured or
secured by assets that depreciate rapidly. Repossessed collateral for a defaulted consumer loan may not provide an adequate
source of repayment for the outstanding loan and a resulting deficiency often does not warrant further substantial collection
efforts against the borrower. Consumer loan collections depend on the borrower’ s continuing financial stability, and therefore
are likely to be adversely affected by various factors, including job loss, divorce, illness or personal bankruptcy. Furthermore,
the application of various federal and state laws, including federal and state bankruptcy and insolvency laws, may limit the
amount that can be recovered on such loans. Commercial and Industrial Loans. Unlike residential real estate loans, which
generally are made on the basis of the borrower’ s ability to make repayment from his or her employment or other income, and
which are secured by real property whose value tends to be more readily ascertainable, commercial and industrial loans are of
higher risk and typically are made on the basis of the borrower’ s ability to make repayment from the cash flows of the
borrower’ s business and the collateral securing these loans may fluctuate in value. Our commercial and industrial loans are
originated primarily based on the identified cash flows of the borrower and secondarily on the underlying collateral provided by
the borrower. Most often, collateral for commercial and industrial loans consists of accounts receivable, inventory and / or
equipment. Credit support provided by the borrower for most of these loans is based on the liquidation of the pledged collateral
and enforcement of a personal guarantee. Furthermore, collateral securing such loans may depreciate over time, may be difficult
to appraise and may fluctuate in value. As a result, the availability of funds for the repayment of commercial and industrial loans
may depend substantially on the success of the business itself. Risks Related to Economic Conditions Declines in value may
adversely impact our investment portfolio. As of December 31, 2823-2024 , the Company had approximately $ 347330 . 6-1
million in its investment portfolio, with § 283-297 . 8-0 million designated as available- for- sale and $ 33. 4-2 million designated
as held- to- maturity. For securities available- for- sale, ASU 2016- 13 requires entities to determine if impairment is related to
credit loss or non- credit loss. If an assessment of the security indicates that a credit loss exists, the present value of cash flows
expected to be collected from the security are compared to the amortized cost basis of the security, and if the present value of
cash flows is less than the amortized cost basis, a credit loss exists and an allowance is created, limited by the amount that the
fair value is less than the amortized cost basis. Held- to- maturity securities are evaluated under the allowance for credit losses
model. Held- to- maturity securities are charged off against the allowance when deemed to be uncollectible and adjustments to
the allowance are reported as a component of credit loss expense. If the credit loss expense is significant enough it could affect
the ability of Blue Foundry Bank to upstream dividends to the Company, which could have a material adverse effect on our
liquidity and our ability to pay dividends to shareholders and could also negatively impact our regulatory capital ratios. The
geographic concentration of our loan portfolio and lending activities makes us vulnerable to a downturn in our local market area.
Our loan portfolio is concentrated primarily in New Jersey. This makes us vulnerable to a downturn in the local economy and
real estate markets. Adverse conditions in the local economy such as unemployment, inflation, recession, regulatory changes, a
catastrophic event or other factors beyond our control could impact the ability of our borrowers to repay their loans, which
could impact our net interest income. Decreases in local real estate values caused by economic conditions, recent changes in tax
and rent regulation laws or other events could adversely affect the value of the property used as collateral for our loans, which
could cause us to realize a loss in the event of a foreclosure. Further, deterioration in local economic conditions could drive the
level of loan losses beyond the level we have provided for in our allowance for credit losses on loans, which in turn could
necessitate an increase in our provision for loan losses and a resulting reduction to our earnings and capital. A worsening of
economic conditions in our market area could reduce demand for our products and services and / or result in increases in our
level of non- performing loans, which could adversely affect our operations, financial condition and earnings Local economic
conditions have a significant impact on the ability of our borrowers to repay loans and the value of the collateral securing loans.
A deterioration in economic conditions, especially local conditions, could have the following consequences, any of which could
have a material adverse effect on our business, financial condition, liquidity and results of operations, and could more negatively
affect us compared to a financial institution that operates with more geographic diversity: * demand for our products and services
may decline; * loan delinquencies, problem assets and foreclosures may increase; * collateral for loans, especially real estate,
may decline in value, thereby reducing customers’ future borrowing power and reducing the value of assets and collateral
associated with existing loans; and ¢ the net worth and liquidity of loan guarantors may decline, impairing their ability to honor
commitments to us. Moreover, a significant decline in general economic conditions caused by inflation, recession, acts of
terrorism, civil unrest, an outbreak of hostilities or other international or domestic calamities, an epidemic or pandemic,
unemployment or other factors beyond our control could further impact these local economic conditions and could further
negatively affect the financial results of our banking operations. A lack of liquidity could adversely affect the Company’ s
financial condition and results of operations. Liquidity is essential to the Company’ s business. The Company relies on its
ability to generate deposits and effectively manage the repayment of its liabilities to ensure that there is adequate liquidity to
fund operations. An inability to raise funds through deposits, borrowings, the sale and maturities of loans and securities and
other sources could have a substantial negative effect on liquidity. The Company’ s most important source of funds is its
deposits. Deposit balances can decrease when customers perceive alternative investments as providing a better risk adjusted
return, which are strongly influenced by such external factors as the direction of interest rates, local and national economic
conditions and the availability and attractiveness of alternative investments. Further, the demand for deposits may be reduced
due to a variety of factors such as negative trends in the banking sector, the level of and / or composition of our uninsured
deposits, demographic patterns, changes in customer preferences, reductions in consumers’ disposable income, the monetary
policy of the Federal Reserve or regulatory actions that decrease customer access to particular products. If customers move
money out of bank deposits and into other investments such as money market funds, the Company would lose a relatively low-
cost source of funds, which would increase its funding costs and reduce net interest income. Any changes made to the rates
offered on deposits to remain competitive with other financial institutions may also adversely affect profitability and liquidity.



Other primary sources of funds consist of cash flows from operations, maturities and sales of investment securities and / or
loans, brokered deposits, borrowings from the FHLB and / or FRB discount window, and unsecured borrowings. The Company
also may borrow funds from third- party lenders, such as other financial institutions. The Company’ s access to funding sources
in amounts adequate to finance or capitalize its activities, or on terms that are acceptable, could be impaired by factors that
affect the Company directly or the financial services industry or economy in general, such as disruptions in the financial markets
or negative views and expectations about the prospects for the financial services industry, a decrease in the level of the
Company’ s business activity as a result of a downturn in markets or by one or more adverse regulatory actions against the
Company or the financial sector in general. Any decline in available funding could adversely impact the Company’ s ability to
originate loans, invest in securities, meet expenses, or to fulfill obligations such as meeting deposit withdrawal demands, any of
which could have a material adverse impact on its liquidity, business, financial condition and results of operations. Inflationary
pressures and rising prices may affect our results of operations and financial condition. After peaking in 2022, inflation
moderated in 2023 but remained above the Federal Reserve' s 2 % target throughout 2024. Inflation may present a
significant risk as it can lead to increased costs and reduced purchasing power for consumers. Small to medium- sized
businesses may be impacted more during periods of high inflation as they are not able to leverage economies of scale to
mitigate cost pressures compared to larger businesses. Consequently, the ability of our business customers to repay their
loans may deteriorate, and in some cases this deterioration may occur quickly. Furthermore, a prolonged period of
inflation could cause wages and other operating costs to increase. These factors could adversely affect our results of
operations and financial condition. Interruption of our customers’ supply chains and federal funding could negatively
impact their business and operations and impact their ability to repay their loans. Any material interruption in our
customers’ supply chains, such as a material interruption of the resources required to conduct their business, such as
those resulting from interruptions in service by third- party providers, trade restrictions, including increased tariffs or
quotas, embargoes or customs restrictions, reductions in federal subsidies or grants, social or labor unrest, natural
disasters, epidemics or pandemics or political disputes and military conflicts, that cause a material disruption in our
customers’ supply chains, could have a negative impact on their business and ability to repay their borrowings with us.
In the event of disruptions in our customers’ supply chains, the labor and materials they rely on in the ordinary course of
business may not be available at reasonable rates or at all. Additionally, changes in distribution of federal funds or
freezing of federal funds, including reductions in federal workforce causing unemployment, could have an adverse effect
on the ability of consumers and businesses to pay debts and / or affect the demand for loans and deposits. The failure to
address the Federal debt ceiling in a timely manner, downgrades of the U. S. credit rating and uncertain credit and financial
market conditions may affect the stability of securities issued or guaranteed by the Federal government, which may affect the
valuation or liquidity of our investment securities portfolio and increase future borrowing costs. As a result of uncertain political,
credit and financial market conditions, including the potential consequences of the federal government defaulting on its
obligations for a period of time due to federal debt ceiling limitations or other unresolved political issues, investments in
financial instruments issued or guaranteed by the federal government pose credit default and liquidity risks. Given that future
deterioration in the U. S. credit and financial markets is a possibility, no assurance can be made that losses or significant
deterioration in the fair value of our U. S. government issued or guaranteed investments will not occur. At December 31, 2623
2024 , we had approximately $ 36-41 . 9-3 million, $ 874 thousand H-—-5-mitken-and $ +449-171 . § million invested in U. S.
Treasury securities, U. S. government agency securities s-and residential mortgage- backed securities issued or guaranteed by
government- sponsored enterprises, respectively. Downgrades to the U. S. credit rating could affect the stability of securities
issued or guaranteed by the federal government and the valuation or liquidity of our portfolio of such investment securities, and
could result in our counterparties requiring additional collateral for our borrowings. Further, unless and until U. S. political,
credit and financial market conditions have been sufficiently resolved or stabilized, it may increase our future borrowing costs.




busmess strategy 1ncludes growth and our ﬁnancral condltlon and results of operatlons could be negatlvely affected if we fail to
grow or fail to manage our growth effectively. Our business strategy includes growth in assets, deposits and the scale of our
operations. Achieving our growth targets will require us to attract customers that currently bank at other financial institutions in
our market, thereby increasing our share of the market, and to expand the size of our market area. Our ability to successfully
grow will depend on a variety of factors, including our ability to attract and retain experienced bankers, the continued
availability of desirable business opportunities, the competitive responses from other financial institutions in our market area and
our ability to manage our growth. Growth opportunities may not be available or we may not be able to manage our growth
successfully. If we do not manage our growth effectively, our financial condition and operating results could be negatively
affected. Building market share through de novo branching may cause our expenses to increase faster than revenues. We may
open are-building-market-share-by-opening-de novo branches in contiguous markets. There are considerable costs involved in de
novo branching as new branches generally require time to generate sufficient revenues to offset their initial start- up costs,
especially in areas in which we do not have an established presence. Accordingly, any new branch can be expected to negatively
impact our earnings until the branch attracts a sufficient number of deposits and loans to offset expenses. We-It cannot be assure
assured that new branches opened will be successful even after they have been established. New lines of business or new
products and services may subject us to additional risks. From time to time, we may implement new lines of business or offer
new products and services within existing lines of business. In addition, we will continue to invest in research, development, and
marketing for new products and services. There are substantial risks and uncertainties associated with these efforts, particularly
in instances where the markets are not fully developed. In developing and marketing new lines of business and / or new products
and services we may invest significant time and resources. Initial timetables for the development and introduction of new lines
of business and / or new products or services may not be achieved and price and profitability targets may not prove feasible.
Furthermore, if customers do not perceive our new offerings as providing significant value, they may fail to accept our new
products and services. External factors, such as compliance with regulations, competitive alternatives, and shifting market
preferences, may also impact the successful implementation of a new line of business or a new product or service. Furthermore,
the burden on management and our information technology in introducing any new line of business and / or new product or
service could have a significant impact on the effectiveness of our system of internal controls. Failure to successfully manage
these risks in the development and implementation of new lines of business or new products or services could have a material
adverse effect on our business, financial condition and results of operations. Severe weather, acts of terrorism, geopolitical and
other external events could impact our ability to conduct business. Weather- related events have adversely impacted our market
area in recent years, especially areas located near coastal waters and flood prone areas. Such events that may cause significant
flooding and other storm- related damage may become more common events in the future. Financial institutions have been, and
continue to be, targets of terrorist threats aimed at compromising operating and communication systems and the metropolitan
New York area, including New Jersey, remain central targets for potential acts of terrorism. Such events could cause significant
damage, impact the stability of our facilities and result in additional expenses, impair the ability of our borrowers to repay their
loans, reduce the value of collateral securing repayment of our loans, and result in the loss of revenue. While we have
established and regularly test disaster recovery procedures, the occurrence of any such event could have a material adverse
effect on our business, operations and financial condition. Additionally, financial markets may be adversely affected by the
current or anticipated impact of military conflict, including the Russia and Ukraine war, terrorism or other geopolitical events.
Risks Related to Competition Strong competition within our market area may limit our growth and profitability. Competition in
the banking and financial services industry is intense. In our market area, we compete with commercial banks, savings
institutions, mortgage brokerage firms, credit unions, finance companies, mutual funds, insurance companies, and brokerage and
investment banking firms operating locally and elsewhere. Some of our competitors have greater name recognition and market
presence that benefit them in attracting business, and offer certain services that we do not or cannot provide. Our smaller asset
size also makes it more difficult to compete, as many of our competitors are larger and can more easily afford to invest in the
marketing and technologies needed to attract and retain customers. In addition, larger competitors may be able to price loans and
deposits more aggressively than we do, which could affect our ability to grow and remain profitable on a long- term basis. Our
profitability depends upon our continued ability to successfully compete in our market area. If we must raise interest rates paid
on deposits or lower interest rates charged on our loans, our net interest margin and profitability could be adversely affected. For
additional information see “ Business of Blue Foundry Bank — Competition. ”” The financial services industry could become
even more competitive as a result of continuing legislative, regulatory and technological changes and continued industry
consolidation. Banks, securities firms and insurance companies can merge under the umbrella of a financial holding company,
which can offer virtually any type of financial service, including banking, securities underwriting, insurance (both agency and
underwriting) and merchant banking. Also, technology has lowered barriers to entry and made it possible for non- banks to offer
products and services traditionally provided by banks, such as automatic transfer and automatic payment systems. Many of our
competitors have fewer regulatory constraints and may have lower cost structures. Additionally, due to their size, many
competitors may be able to achieve economies of scale and, as a result, may offer a broader range of products and services than
we can as well as better pricing for those products and services. Risks Related to Operations and Security We face significant
operational risks because the nature of the financial services business involves a high volume of transactions. We operate in
diverse markets and rely on the ability of our employees and systems to process a high number of transactions. Operational risk
is the risk of loss resulting from our operations, including but not limited to, the risk of fraud by employees or persons outside
our company, the execution of unauthorized transactions by employees, errors relating to transaction processing and technology,
breaches of our internal control systems and compliance requirements. Insurance coverage may not be available for such losses,



or where available, such losses may exceed insurance limits. This risk of loss also includes the potential legal actions that could
arise as a result of operational deficiencies or as a result of non- compliance with applicable regulatory standards, adverse
business decisions or their implementation, or customer attrition due to potential negative publicity. In the event of a breakdown
in our internal control systems, improper operation of systems or improper employee actions, we could suffer financial loss, face
regulatory action, and / or suffer damage to our reputation. Cyber- attacks or other security breaches could adversely affect our
operations, net income or reputation. We regularly collect, process, transmit and store significant amounts of confidential
information regarding our customers, employees and others and concerning our own business, operations, plans and strategies.
In some cases, this confidential or proprietary information is collected, compiled, processed, transmitted or stored by third
parties on our behalf. Information security risks have generally increased in recent years because of the proliferation of new
technologies, the use of the Internet and telecommunications technologies to conduct financial and other transactions and the
increased sophistication and activities of perpetrators of cyber- attacks and phishing. Phishing, a means for identity thieves to
obtain sensitive personal information through fraudulent e- mail, text or voice mail, is an emerging threat targeting the
customers of financial entities. A failure in or breach of our operational or information security systems, or those of our third-
party service providers, as a result of cyber- attacks or information security breaches or due to employee error, malfeasance or
other disruptions could adversely affect our business, result in the disclosure or misuse of confidential or proprietary
information, damage our reputation, increase our costs and / or cause losses. If this confidential or proprietary information were
to be mishandled, misused or lost, we could be exposed to significant regulatory consequences, reputational damage, civil
litigation and financial loss. Although we employ a variety of physical, procedural and technological safeguards to protect this
confidential and proprietary information from mishandling, misuse or loss, these safeguards do not provide absolute assurance
that mishandling, misuse or loss of the information will not occur, and that if mishandling, misuse or loss of information does
occur, those events will be promptly detected and addressed. Similarly, when confidential or proprietary information is
collected, compiled, processed, transmitted or stored by third parties on our behalf, our policies and procedures require that the
third party agree to maintain the confidentiality of the information, establish and maintain policies and procedures designed to
preserve the confidentiality of the information, and permit us to confirm the third party’ s compliance with the terms of the
agreement. As information security risks and cyber threats continue to evolve, we may be required to expend additional
resources to continue to enhance our information security measures and / or to investigate and remediate any information
security vulnerabilities. Risks associated with system failures, interruptions, or breaches of security could negatively affect our
earnings. Information technology systems are critical to our business. We use various technology systems to manage our
customer relationships, general ledger, securities, deposits, and loans. We have established policies and procedures to prevent or
limit the impact of system failures, interruptions, and security breaches, but such events may still occur and may not be
adequately addressed if they do occur. In addition, any compromise of our systems could deter customers from using our
products and services. Although we rely on security systems to provide the security and authentication necessary to effect the
secure transmission of data, these precautions may not protect our systems from compromises or breaches of security. In
addition, we outsource a majority of our data processing to third- party providers. If these third- party providers encounter
difficulties, or if we have difficulty communicating with them, our ability to adequately process and account for transactions
could be affected, and our business operations could be adversely affected. Threats to information security also exist in the
processing of customer information through various other vendors and their personnel. The occurrence of any system failures,
interruptions, or breaches of security could damage our reputation and result in a loss of customers and business, subject us to
additional regulatory scrutiny or expose us to litigation and possible financial liability. Any of these events could have a material
adverse effect on our financial condition and results of operations. The inability to stay current with technological change could
adversely affect our business model. Financial institutions continually are required to maintain and upgrade technology in order
to provide the most current products and services to their customers, as well as create operational efficiencies. This technology
requires personnel resources, as well as significant costs to implement. Failure to successfully implement technological change
could adversely affect the Company’ s business, results of operations and financial condition. Our operations rely on certain
third party vendors. We rely on certain external vendors to provide products and services necessary to maintain our day- to- day
operations. These third party vendors are sources of operational and informational security risk to us, including risks associated
with operational errors, information system interruptions or breaches and unauthorized disclosures of sensitive or confidential
client or customer information. If these vendors encounter any of these issues, or if we have difficulty communicating with
them, we could be exposed to disruption of operations, loss of service or connectivity to customers, reputational damage, and
litigation risk that could have a material adverse effect on our business and, in turn, our financial condition and results of
operations. In addition, our operations are exposed to risk that these vendors will not perform in accordance with the contracted
arrangements under service level agreements. While we have selected these external vendors carefully, we do not control their
actions. The failure of an external vendor to perform in accordance with the contracted arrangements under service level
agreements, because of changes in the vendor’ s organizational structure, financial condition, support for existing products and
services or strategic focus or for any other reason, could be disruptive to our operations, which could have a material adverse
effect on our business and, in turn, our financial condition and results of operations. Replacing these external vendors could also
entail significant delay and expense. We depend on our management team, many of whom are new to the Bank, to implement
our business strategy and execute successful operations and we could be harmed by the loss of their services. We depend upon
the services of the members of our senior management team to implement our business strategy and execute our operations.
Over the last several years we have hired certain senior level management to implement the Bank’ s new focus and direction.
Our future success will depend, to a significant extent, on the ability of our new management team to operate effectively, both
individually and as a group. We must successfully manage issues that may result from the integration of the new members of
our exeetttve-senior management. Members of our senior management team and bankers tending-persentrel-who have expertise



and key business relationships in our markets could be difficult to replace. The loss of these persons or our inability to hire
additional qualified personnel, could impact our ability to implement our business strategy and could have a material adverse
effect on our results of operations and our ability to compete. While our Board of Directors takes an active role in cybersecurity
risk tolerance, we rely to a large degree on management and outside consultants in overseeing cybersecurity risk management.
Our Board of Directors takes an active role in the cybersecurity risk tolerance of the Company and all members receive
cybersecurity training annually. The Board reviews the annual risk assessments and approves information technology policies,
which include cybersecurity. Furthermore, our Audit Committee is responsible for reviewing all audit findings related to
information technology general controls, internal and external vulnerability, and penetration testing. We also engage outside
consultants to support our cybersecurity efforts. However, our directors do not have significant experience in cybersecurity risk
management outside of the Company and therefore, its ability to fulfill its oversight function remains dependent on the input it
receives from management and outside consultants. Our cost of operations is high relative to our revenues. Our non- interest
expense totaled $ 5452 . 6 million and $ 52-51 . 8-6 million for the years ended December 31, 2024 and 2023 and-2022-
respectively. We continue to analyze our expenses and achieve efficiencies where available. Although we strive to generate
increases in both net interest income and non- interest income, our efficiency ratio remains high. Our efficiency ratio was 133.
71 % and 117. 93 Y%and-97-39-% for the years ended December 31, 2024 and 2023 and-2022-, respectively. The cost of
additional finance and accounting systems, procedures and controls in order to satisfy our new public company reporting
requirements will increase our expenses. As a result of the completion of the stock offering, we became a public reporting
company. We expect that the obligations of being a public company, including the substantial public reporting obligations, will
require significant expenditures and place additional demands on our management team. We have made, and will continue to
make, changes to our internal controls and procedures for financial reporting and accounting systems to meet our reporting
obligations as a public company. However, the measures we take may not be sufficient to satisfy our obligations as a public
company. Section 404 of the Sarbanes- Oxley Act requires annual management assessments of the effectiveness of our internal
control over financial reporting. Any failure to achieve and maintain an effective internal control environment could have a
material adverse effect on our business. In addition, we may need to hire additional compliance, accounting and financial staff
with appropriate public company experience and technical knowledge, and we may not be able to do so in a timely fashion. As a
result, we may need to rely on outside consultants to provide these services for us until qualified personnel are hired. These
obligations will increase our operating expenses and could divert our management’ s attention from our operations. We are a
community bank and our ability to maintain our reputation is critical to the success of our business and the failure to do so may
materially adversely affect our performance. We are a community bank and our reputation is one of the most valuable assets of
our business. A key component of our business strategy is to rely on our reputation for customer service and knowledge of local
markets to expand our presence by capturing new business opportunities from existing and prospective customers in our market
area and contiguous areas. As such, we strive to conduct our business in a manner that enhances our reputation. This is done, in
part, by recruiting, hiring and retaining employees who share our core values of being an integral part of the communities we
serve, delivering superior service to our customers and caring about our customers. If our reputation is negatively affected by
the actions of our employees, by our inability to conduct our operations in a manner that is appealing to current or prospective
customers, or otherwise, our business and operating results may be materially adversely affected. Our risk management
framework may not be effective in mitigating risk and reducing the potential for significant losses. Our risk management
framework is designed to minimize risk and loss to us. We seek to identify, measure, monitor, report and control our exposure to
risk, including strategic, market, liquidity, compliance and operational risks. While we use broad and diversified risk monitoring
and mitigation techniques, these techniques are inherently limited because they cannot anticipate the existence or future
development of currently unanticipated or unknown risks. Recent economic conditions and heightened legislative and regulatory
scrutiny of the financial services industry, among other developments, have increased our level of risk. Accordingly, we could
suffer losses if we fail to properly anticipate and manage these risks. Risks Related to Regulatory Matters Changes in laws asne-,
regulations and the regulatory policies of the Federal government, and the cost of regulatory compliance with new laws and
regulations may adversely affect our operations and / or increase our costs of operations. We are subject to extensive regulation,
supervision and examination by our banking regulators. Such regulation and supervision govern the activities in which a
financial institution and its holding company may engage and are intended primarily for the protection of insurance funds and
the depositors and borrowers of Blue Foundry Bank rather than for the protection of our shareholders. Regulatory authorities
have extensive discretion in their supervisory and enforcement activities, including the ability to impose restrictions on our
operations, classify our assets and determine the level of our allowance for credit losses. These regulations, along with the
currently existing tax, accounting, securities, deposit insurance and monetary laws, rules, standards, policies, and interpretations,
control the methods by which financial institutions conduct business, implement strategic initiatives, and govern financial
reporting and disclosures. As a smaller institution, we are disproportionately affected by the ongoing increased costs of
compliance with banking and other regulations. Any change in such regulation and oversight, whether in the form of regulatory
policy, new regulations, legislation or supervisory action, may have a material impact on our operations. Further, changes in
accounting standards can be both difficult to predict and involve judgment and discretion in their interpretation by us and our
independent accounting firm. These changes could materially impact, potentially retroactively, how we report our financial
condition and results of operations . Additionally, Congress and the administration through executive orders control fiscal
policy through decisions on taxation and expenditures. Depending on the industries and markets involved, changes to tax
law and increased or reduced public expenditures could affect us directly or the business operations of our customers .
We are subject to stringent capital requirements, which may adversely impact our return on equity, require us to raise additional
capital, or restrict us from paying dividends or repurchasing shares. Federal regulations establish minimum capital requirements
for insured depository institutions, including minimum risk- based capital and leverage ratios and define what constitutes



capital ” for calculating these ratios. The regulations also establish a *“ capital conservation buffer ” of 2. 5 %, effectively
resulting in the following minimum ratios: (1) a common equity Tier 1 capital ratio of 7. 0 %, (2) a Tier 1 to risk- based assets
capital ratio of 8. 5 %, and (3) a total capital ratio of 10. 5 %. An institution will be subject to limitations on paying dividends,
repurchasmg its shares —and payrng drscretronary bonuses if its caprtal levels fall below the buffer amount —I-nefeastng—sefut—my

a-nd—d-lselesnfe— Non- Cornplrance wrth the USA PATRlOT Act Bank Secrecy Act or other laws and regulatrons Could result in
fines or sanctions. The USA PATRIOT and Bank Secrecy Acts require financial institutions to develop programs to prevent
financial institutions from being used for money laundering and terrorist activities. If such activities are detected, financial
institutions are obligated to file suspicious activity reports with the U. S. Treasury’ s Office of Financial Crimes Enforcement
Network. These rules require financial institutions to establish procedures for identifying and verifying the identity of customers
seeking to open new financial accounts. Failure to comply with these regulations could result in fines or sanctions, including
restrictions on conducting acquisitions or establishing new branches. During the last year, several banking institutions have
received large fines for non- compliance with these laws and regulations. The policies and procedures we have adopted that are
designed to assist in compliance with these laws and regulations may not be effective in preventing violations of these laws and
regulations. Changes in management’ s estimates and assumptions may have a material impact on our consolidated financial
statements and our financial condition or operating results. In preparing the periodic reports we file under the Securities
Exchange Act of 1934, as amended (the “ Exchange Act ™), including our consolidated financial statements, our management is
required under applicable rules and regulations to make estimates and assumptions as of specified dates. These estimates and
assumptions are based on management’ s best estimates and experience at such times and are subject to substantial risk and
uncertainty. Materially different results may occur as circumstances change and additional information becomes known. Areas
requiring significant estimates and assumptions by management include our evaluation of the adequacy of our allowance for
credit losses, the determination of our deferred income taxes, and our fair value measurements. Various factors may make
takeover attempts more difficult to achieve. Certain provisions of our certificate of incorporation and bylaws and state and
federal banking laws, including regulatory approval requirements, could make it more difficult for a third party to acquire

control of Blue F oundry Bancorp Wrthout our Board of Drrectors approval Under fegu-laﬁeﬂs—appl-teab-le—te—t-he—eeﬂvefsteﬂ,—feﬁa

federal law subJect to certain exemptions, a person, entrty or group must notify the F ederal Reserve Board before acqurrrng
control of a bank holding company. There also are provisions in our certificate of incorporation and bylaws that may be used to
delay or block a takeover attempt, including a provision that prohibits any person from voting more than 10 % of our
outstanding shares of common stock. Furthermore, shares of restricted stock and stock options that we may grant to employees
and directors, stock ownership by our management and directors, shares held by the employee stock ownership plan and other
factors may make it more difficult for companies or persons to acquire control of Blue Foundry Bancorp without the consent of
our Board of Directors. Taken as a whole, these statutory provisions and provisions in our certificate of incorporation and
bylaws could result in our being less attractive to a potential acquirer and thus could adversely affect the market price of our
common stock. Our New York State multifamily loan portfolio could be adversely impacted by changes in legislation or
regulation. Multifamily loans generally involve a greater risk than residential real estate loans because of legislation and
government regulations involving rent control and rent stabilization, which are outside the control of the borrower or the Bank.
This could impair the value of the collateral securing the loan or the future cash flow of such properties. For example #264+9-,
New York State passed the Housing Stability & Tenant Protection Act, impacting one million rent- regulated apartment units.
The Legislation, limited rent increases from material capital improvements, eliminated the ability for apartments to exit rent
regulation, did away with vacancy decontrol and high- income deregulation and repealed the 20 % vacancy bonus. As of
December 31, 2823-2024 , the Company has approximately $ +89-108 million, or 76 . 4-8 % of total loans, in New York
multifamily loans that have some form of rent stabilization or rent control. Of these loans, only +8-32 % and 43-14 % reprice or
mature in 2624-and-2025 and 2026 ., respectively, with the remainder maturing or repricing in 2626-2027 through 2636-2032 .



