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PRESIDENT’S LETTER TO SHAREHOLDERS .

2005 - A YEAR OF LEADERSHIP TRANSITION

I am very excited to be a part of a local community based financial institution like Guaranty
Savings and Homestead Association that is conscious of its past, understands its local market and
is poised to play a key role in the recovery and rebuilding of our metropolitan area. Since
joining the Company in December 2005, I have been very impressed by the dedication and
loyalty of both our clients and employees.

The year 2005 was one of transition that began with the retirement of our company’s longtime
Chairman, President and CEO, Mr. Donald Scott, in January. His service and leadership since
1985 contributed to the building of a strong balance sheet and solid foundation upon which we
can build success for future generations of Guaranty.

Also in January, our Board wisely determined that Mr. Ralph Weber should serve as interim
President and CEO during the search for a permanent replacement. His loyalty and knowledge
of the Association’s operations and its personnel were severely tested when Hurricane Katrina
made land fall. We were fortunate and grateful to have Mr. Weber and those dedicated and loyal
employees who worked under some very trying conditions to re-establish our operations.

2005 - A YEAR OF UNPRECEDENTED NATURAL DISASTER

None of us anticipated the severity of the devastation caused by Hurricane Katrina. Because of
electrical outages and concern for the safety of our employees, our main office and branches
were closed for a short period of time. One inner city branch location was severely damaged by
the flood waters associated with the storm and has yet to be re-opened. Although our business
and the lives of our employees were temporarily disrupted, we were able to offer immediate
assistance to our customers and neighbors within several days after the storm had passed. Our
employees demonstrated their dedication and commitment to our Association and the community
we serve.

Unfortunately, our operations and earnings were negatively impacted by Hurricane Katrina
resulting in a significant net loss for the year for GS Financial Corp.

Prior to the hurricane, we expected to-earn net income of approximately $700,000. However,
with the addition of $4.8 million to our loan loss reserve due to Katrina, a $159,000 loss on fixed
assets for the damages sustained to our inner city branch, as well as the recognition of a $1.3
million loss in a mortgage backed mutual fund, we posted an after tax loss of $3.7 million.

Despite this loss, our company remains very well capitalized with Tier 1 regulatory capital of
$23.8 million and a Tier 1 capital to total assets ratio of 13.47% at year-end.

The impact of this hurricane will continue to be a major factor in 2006 and beyond. As

insurance claims continue to settle, we anticipate growth in deposits followed by new
construction lending to both new and existing consumers and small businesses throughout our
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market area. We also expect to increase our mortgage loan volume as repairs are made to homes
in the most severely impacted neighborhoods.

2006 AND BEYOND - OUR INITIATIVES FOR THE FUTURE

As we move into 2006, our management team has developed some key strategic initiatives to
leverage technology across all of our lines of business to enhance customer service, product
offerings and to make it easier for our employees to service the needs of our customers. This
project was initiated in 2005 with the purchase and implementation of a windows based teller
and loan applications system that has improved our capabilities.

With continued investment in technology, development of new products and the addition of key
lending professionals to our team in both mortgage banking and commercial banking, we believe
that we are poised to capitalize on some key opportunities for growth.

We will focus our efforts on growth in mortgage banking production and revenue as well as
increasing commercial lending by targeting commercial real estate and development loans. We
also plan to develop additional consumer products and services to enhance our retail banking
efforts. In order to better serve our community, we intend to rebuild and remodel our damaged
branches and consider expansion within our geographic market when the right opportunities
present themselves.

[ can assure you that we are dedicated to improving long-term shareholder value. It is our
mission to build strong, profitable relationships with our clients over time by delivering
exceptional customer service and integrating additional financial products and services from all
of our business segments.

Our familiarity with local real estate markets and local industries, our ability to make decisions
locally, as well as our experienced and dedicated team of banking professionals form the

foundations from which we will build our success in 2006 and beyond.

This has been a year of transition and recovery for all of us at GS Financial Corp. 1 am honored
to assume the role of President and Chief Executive Officer, confident in our team and excited
about the possibilities lying ahead of us.

Thank you for your continued support and interest in GS Financial Corp., your company.

Stephen E. Wessel

AR

Presiden / and Chief Executive
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Business Description

GS Financial Corp. (“GS Financial” or the “Company”) provides community banking services through its wholly-
owned subsidiary, Guaranty Savings and Homestead Association, a Louisiana chartered savings association, at its

five locations in the metropolitan New Orleans area.

The Company, a thrift holding company organized and incorporated under the laws of the State of Louisiana, is
subject to the supervision and regulation of the Office of Thrift Supervision as well as other federal and state
agencies governing the banking industry and public companies.

Shareholder Information .

TRANSFER AGENT, REGISTRAR, AND
DIVIDEND PAYING AGENT FOR COMMON
STOCK
Registered shareholder inquiries related to stock
transfers, address changes, lost stock certificates,
dividend payments or account consolidations should
be directed to:

Registrar and Transfer Company

10 Commerce Drive

Cranford, New Jersey 07016

(800) 368-5948

WwWw.rtco.com

FORM 10-K AND OTHER FINANCIAL
INFORMATION
Shareholders are advised to review financial
information and other disclosures about GS Financial
contained in its Annual Report on Form 10-K. A
copy of Form 10-K for the year ended December 31,
2005 and other financial reports filed by GS
Financial with the SEC is available on the
Company’s web site at www.gsfinancialcorp.com or
the SEC’s web site at www.sec.gov, or may be
obtained without charge by calling Lettie Moll,
Corporate Secretary, or Andrew Bower, Chief
Financial Officer, at (504) 457-6220 or by writing to:

GS Financial Corp.

Investor Relations

3798 Veterans Boulevard

Metairie, Louisiana 70002

INDEPENDENT AUDITORS
LaPorte, Sehrt, Romig and Hand

A Professional Accounting Corporation
110 Veterans Boulevard, Suite 200
Metairie, Louisiana 70005
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COMMON STOCK

GS Financial’s common stock is traded on The
NASDAQ Stock Market under the ticker symbol
GSLA. At December 31, 2005, the closing price was
$15.00 per share and there were 104 shareholders of
record.

MARKET PRICES AND DIVIDENDS

Set forth below are the high and low bid quotations
for GS Financial’s common stock on the Nasdagq
National Market and dividends paid for the periods
presented.

Year 2005 Stock Price Dividends
Quarter Ended High Low

March 31 $19668% 1787 § 0.10
June 30 18.99 17.76 0.10
September 30 18.45 12.86 0.10
December 31 15.80 14.67 0.10
Year 2004 Stock Price Dividends
Quarter Ended High Low

March 31 $ 1990 $18.70 §$ 0.10
June 30 19.90 18.46 0.10
September 30 19.79 18.00 0.10
December 31 19.26 17.9¢ 0.10

NOTICE OF ANNUAL MEETING
The Annual Meeting of Shareholders of GS Financial
Corp. will be held Tuesday, April 25, 2006, at 10:00
a.m. CST at its corporate office. The address is:
Guaranty Savings and Homestead Association
3798 Veterans Boulevard
Metairie, Louisiana 70002
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GS Financial Corp
Selected Consolidated Financial Data

Years Ended December 31,

(8 in thousands, except per share data) 2005 2004 2003 2002 2001
YEAR-END BALANCE SHEET DATA
Total assets $ 177,614 § 200,066 § 214714 $ 210,029 $ 188,494
Cash and cash equivalents 22,555 7,024 11,371 13,352 8,638
Loans receivable, net 69,657 92,158 77,367 78,334 81,611
Investment securities 77,344 94,557 119,271 108,726 88,792
Deposit accounts 118,866 130,723 142,108 106,781 71,169
Borrowings 32,106 39,689 42,135 66,392 79,265
Stockholders' equity 25,407 28,944 29,308 34,384 35,408
INCOME STATEMENT DATA
Interest income $ 10,466 $ 10,589 $ 9,993 $ 12,433 $ 13,100
Interest expense 4,856 5,436 6,178 6,804 7,825
Net interest income 5,610 5,553 3,815 5,629 5,275
Provision for loan losses 4,793 343 118 48 25
Non-interest income (Joss) (1,294) (691) 1,476 102 634
Non-interest expense 4,707 4,483 4419 4,188 3,678
Net (loss) income before taxes (5,184) 36 754 1,495 2,206
Net {loss) income (3,676) 199 691 1,177 1,617
KEY RATIOS
Return on average assets (1.96)% 0.10% 0.32% 0.60% 0.86%
Return on average sharcholders' equity (13.76) 0.70 2.17 3.35 443
Net interest margin 3.1z 273 1.84 294 2.87
Average loans to average deposits 71.74 62.69 60.15 93.77 120.83
Earning assets to interest-bearing liabilities 115.04 114.37 115.53 120.68 122.80
Efficiency ratio 109.06 92.20 83.52 73.08 62.24
Non-interest expense to average assets 2.51 2,12 2.06 213 197
Allowance for loan losses to loans 7.58 0.99 0.77 0.62 0.53
Stockholders' equity to total assets 14.30 14.47 13.65 16.37 18.78
COMMON SHARE DATA
Earnings (loss) per share:
Basic $ @11 3§ 017  § 0.58 $ 0.86 $ 1.04
Diluted 3.11) 0.17 0.57 0.86 1.04
Dividends paid per share 0.40 0.40 0.40 036 0.36
Dividend payout ratio n/a 235.29% 68.97% 41.86% 34.62%
Book value per share $ 2099 § 2247 $ 22.46 $ 2261 $ 21.29
Trading data:
High closing price $ 1966 $ 1990 $ 19.50 $ 18.60 $ 15.50
Low closing price 12.86 17.90 18.00 14.70 14.19
End of period closing price 15.00 18.00 19.44 18.15 14.94
Average shares outstanding:
Basic 1,181,313 1,156,441 1,194,296 1,371,800 1,555,260
Diluted 1,181,313 1,178,013 1,214,443 1,371,800 1,555,260
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GS Financial Corp. and Subsidiary , =

Management’s Discussion and Analysis of Financial Condition and Results of Operations

The purpose of this discussion and analysis is to focus on significant changes in the financial condition of GS
Financial Corp. (“GS Financial” or the “Company”), and its subsidiary and on their results of operations during
2005, 2004 and 2003. Virtually all of the Company’s operations are dependent on the operations of its subsidiary,
Guaranty Savings and Homestead Association (“Guaranty” or the “Association”). This discussion is presented to
highlight and supplement information presented elsewhere in this annual report, particularly the consolidated
financial statements and related notes. This discussion should be read in conjunction with accompanying tables and
the aforementioned consolidated financial statements. Certain financial information in prior years has been
reclassified to conform to the current year’s presentation.

FORWARD-LOOKING STATEMENTS

In addition to the historical information, this annual report includes certain forward-looking statements as that term
is defined by the Private Securities Litigation Reform Act of 1995. Such statements include, but may not be limited
to comments regarding (a) the potential for earnings volatility from changes in the estimated allowance for loan
losses over time, (b) the expected growth rate of the loan portfolio, (c) future changes in the mix of deposits, (d) the
results of net interest income simulations run by the Company to measure interest rate sensitivity, (d) the
performance of Guaranty’s net interest income and net interest margin assuming certain future conditions, and (f)
changes or trends in certain expense levels.

Forward-looking statements are based on numerous assumptions, certain of which may be referred to specifically in
connection with a particular statement. Some of the more important assumptions include:

s  expectations about overall economic recovery in Guaranty’s market area,

e expectations about the ability of the Association’s borrowers to make payments on outstanding loans and
the sufficiency of the allowance for loan losses,

e expectations about the current values of collateral securing the Association’s outstanding loans,

e expectations about the movement of interest rates, including actions that may be taken by the Federal
Reserve Board in response to changing economic conditions,

e reliance on existing or anticipated changes in laws or regulations affecting the activities of the banking
industry and other financial service providers, and

e  expectations regarding the nature and level of competition, changes in customer behavior and preferences,
and Guaranty’s ability to execute its plans to respond effectively.

Because it is uncertain whether future conditions and events will confirm these assumptions, there is a risk that the
Company’s future results will differ materially from what is stated or implied by such forward-looking statements.
The Company cautions the reader to consider this risk.

The Company undertakes no obligation to update any forward-looking statement included in this annual report,
whether as a result of new information, future events or developments, or for any other reason.

OVERVIEW

The Company reported a net loss of $3.7 million, or $3.11 per share, for the year ended December 31, 2005. The
Company’s results of operations for 2005 were significantly impacted by the effects of Hurricane Katrina which
struck in August 2005. Hurricane Katrina resulted in substantial property damage in the greater New Orleans
market area that the Company operates in and has displaced a significant number of people and businesses. Based
upon its assessment of the property damage caused by Hurricane Katrina, and taking into consideration its estimates
of the potential economic impact on its borrowers, the Company made provisions for loan losses of $4.8 million for
the year ended December 31, 2005 compared to $343,000 for the year ended December 31, 2004, In addition, the
Company recognized $159,000 in losses resulting from damages to its offices and other assets. The Association’s
mid-city New Orleans office was damaged extensively and remains closed, but is expected to reopen in the second
half of 2006. Our other four offices suffered minor damage and reopened shortly after the Hurricane. During the
third quarter of 2005, the Company unilaterally agreed to defer payments on all outstanding loans for three months
in recognition of the difficulties faced by borrowers after Hurricane Katrina. As a result, accrued interest receivable
on loans increased by $970,000 to $1.4 million at December 31, 2005 compared to $454,000 at December 31, 2004.
The amounts deferred will become due and payable at the time of loan maturity or payoff.
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-GS Financial Corp. and Subsidiary i

Management’s Discussion and Analysis of Financial Condition and Results of Operations

During the year ended December 31, 2005, the Company’s results also were adversely affected by its recognition of
a charge of $1.3 million as the result of an other-than-temporary impairment of securities available for sale.

The Company’s net loan portfolio amounted to $69.7 million at December 31, 2005 compared to $92.2 million at
December 31, 2004. The decrease in net loans receivable was due to increased loan payoffs, as borrowers used
insurance proceeds to repay loans, decreased loan originations during the year and the increase in the allowance for
loan losses. In December 2005, Stephen Wessel was hired as the Association’s new President and Chief Executive
Officer. In addition, in January, 2006, two new commercial loan officers were hired. As a result, the Company has
increased its efforts to originate new loans and expects loan originations to increase in 2006 compared to 2005.

As aresult of the impact of Hurricane Katrina, management has been confronted with significant uncertainties
regarding future operations and prospects. As discussed below under “Loans and Allowance for Loan Losses,”
management undertook an extensive review of the Association’s loan portfolio after Hurricane Katrina and, based
on this review, made a $4.8 million provision to the allowance for loan losses. However, management’s review is
subject to significant uncertainties, such as the ultimate resolution of insurance claims and the ability of the greater
New Orleans area to recover. In addition, in light of the three-month loan deferment provided to borrowers, we
have not yet had an opportunity to fully assess borrowers’ capabilities to resume loan payments. While the amount
of the allowance for loan losses at December 31, 2005 incorporated management’s best estimate, based on available
information, of inherent losses in the loan portfolio, additional provisions may be required in the event new
information reveals additional losses in the future.

CRITICAL ACCOUNTING POLICIES

The Company prepares its financial statements in accordance with accounting principles generally accepted in the
United States of America. Note A to the consolidated financial statements discusses certain accounting principles
and methods of applying those principles that are particularly important to this process. In applying these principles
to determine the amounts and other disclosures that are presented in the financial statements and discussed in this
section, the Company is required to make estimates and assumptions.

The Company believes that the determination of its estimate of the allowance for loan losses involves a higher
degree of judgment and complexity than its application of other significant accounting policies. Factors considered
in this determination and the processes used by management are discussed in Note A to the consolidated financial
statements and in the discussion below under the heading “Loans and Allowance for Loan Losses.” Although
management believes it has identified appropriate factors for review and designed and implemented adequate
procedures to support the estimation process that are consistently followed, the allowance remains an estimate about
the effect of matters that are inherently uncertain. Over time, changes in economic conditions or the actual or
perceived financial condition of Guaranty’s credit customers or other factors can materially impact the allowance
estimate, potentially subjecting the Company to significant earnings volatility.

One other estimate requiring a high degree of judgment is the valuation allowance on the deferred tax asset. As
operating losses can be carried forward fifteen years and the Company expects positive taxable income for each year
going forward, no valuation allowance is deemed necessary on the portion of the deferred tax asset created by net
operating losses. However, a portion of the deferred tax asset relates to capital losses. Tax rules only allow these
losses to be offset against future capital gains for five years. As it is uncertain whether the Association will be able
to realize capital gains of the magnitude to fully offset these losses in the next five years, management elected to
establish an appropriate valuation allowance for the portion of the capital loss carryforward which it estimates may
not be utilized. See Note J of the consolidated financial statements for further discussion of the Company’s income
tax accounting.

FINANCIAL CONDITION

At December 31, 2005, GS Financial reported total assets of $177.6 million compared to $200.1 million at the end
of 2004. Average total assets were $187.2 million in 2005, down $24.1 million compared to 2004, primarily
reflecting a decrease in loan balances due to payoffs of loans secured by properties damaged by Hurricane Katrina,
repayments of investment securities and decreased loan originations.
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