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[FIRST MIDWEST FINANCIAL, INC. LETTERHEAD]
December 16, 1998
Dear Fellow Shareholders:

On behalf of the Board of Directors and manageroéfirst Midwest Financial, Inc. ("First Midwest't the "Company"), we cordially invite
you to attend the Annual Meeting of ShareholderhefCompany. The meeting will be held at 1:00 Hddal time, on January 25, 199¢
the main office of the Company located at FifttEge, Storm Lake, lowa.

The attached Notice of Annual Meeting of Shareh@ldad Proxy Statement discusses the businesscmnioected at the Meeting. We have
also enclosed a copy of the Company's Annual Rép@hareholders. At the meeting we will reportloe Company's operation and outlook
for the year ahead.

We encourage you to attend the meeting in persdrethér or not you plan to attend, however, pleaad the enclosed Proxy Statement and
then complete, sign and date the enclosed proxyarad return it in the accompanying postpaid reauinvelope as promptly as possible. This
will save First Midwest the additional expense alfc@ting proxies and will ensure that your shaaes represented at the meeting.

Your Board of Directors and management are comcitiehe continued success of First Midwest ancetiteancement of your investment.
As Chairman of the Board, President and Chief EtreeDfficer, | want to express my appreciation your confidence and support.

Very truly yours,

/sl JAMES S. HAAHR

James S. Haahr

Chai rman of the Board,

Presi dent and Chief Executive Oficer



FIRST MIDWEST FINANCIAL, INC.

Fifth at Erie
Storm Lake, lowa 50588
(712) 732-4117

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TobeHeld on January 25, 1999

Notice is hereby given that the Annual Meeting b&&holders (the "Meeting") of First Midwest Finahcinc. ("First Midwest" or the
"Company") will be held at the main office of ther@pany located at Fifth at Erie, Storm Lake, lowiaJanuary 25, 1999 at 1:00 P.M. local
time.

A Proxy Card and a Proxy Statement for the Meedireggenclosed.

The Meeting is for the purpose of considering attthg upon the election of two directors of the @amy and such other matters as may
properly come before the Meeting or any adjournsémereof. The Board of Directors is not awarergf ather business to come before the
Meeting.

Any action may be taken on the foregoing propos#ie@Meeting on the date specified above, or gndate or dates to which the Meeting
may be adjourned. Shareholders of record at treeabbusiness on November 30, 1998 are the sHdezh@ntitled to vote at the Meeting,
and any adjournments thereof.

You are requested to complete and sign the encBe®ed/ Card which is solicited on behalf of the Bbaf Directors, and to mail it promptly
in the enclosed envelope. The Proxy will not beduégou attend and vote at the Meeting in person.

By Order of the Board of Directors

[/ SI'JAMES S. HAAHR

James S. Haahr
Chai rman of the Board, President and
Chi ef Executive Oficer

Storm Lake, |owa
Decenber 16, 1998

IMPORTANT: THE PROMPT RETURN OF PROXIES WILL SAVEHE COMPANY THE EXPENSE OF FURTHER REQUESTS FOR
PROXIES TO ENSURE A QUORUM AT THE MEETING. A PRE-AIRESSED ENVELOPE IS ENCLOSED FOR YOUR
CONVENIENCE. NO POSTAGE IS REQUIRED IF MAILED WITMI THE UNITED STATES.

2



FIRST MIDWEST FINANCIAL, INC.
Fifth at Erie
Storm Lake, lowa 50588

(712) 7324117
PROXY STATEMENT

ANNUAL MEETING OF SHAREHOLDERS
To be held January 25, 1999

This Proxy Statement is furnished in connectiorhulite solicitation on behalf of the Board of Dimst of First Midwest Financial, Inc. ("Fil
Midwest," and with its subsidiaries, the "Compangfproxies to be used at the Annual Meeting ofr8halders of First Midwest (the
"Meeting") which will be held at the main office Bfrst Midwest located at Fifth at Erie, Storm Lakava on January 25, 1999 at 1:00 P.M.
local time, and all adjournments of the Meetinge Btcompanying Notice of Meeting, proxy and thigxyrStatement are first being mailed
to shareholders on or about December 16, 1998ai@earformation provided herein relates to Firsti&&l Savings Bank of the Midwest
("First Federal") and Security State Bank ("Segtiriand when referred to with First Federal, thatiBs"), both of which are wholly owned
subsidiaries of First Midwest.

At the Meeting, shareholders of First Midwest aginl asked to consider and vote upon the elecfibmadirectors.
Proxies and Proxy Solicitation

If a shareholder properly executes the enclosexlypiistributed by First Midwest, the proxies nanvetl vote the shares represented by that
proxy at the Meeting. Where a shareholder spediielsoice, the proxy will be voted in accordancthwlie shareholder's instructions. Where
no specific direction is given, the proxies willtedhe shares "FOR" the election of managementsnees for directors of First Midwest. As
to any other matters presented at the Meetingshihees for which proxies have been received willdted in accordance with the discretion
of the proxies.

The Company maintains an Employee Stock Ownerslaip PESOP") which owns approximately 8.46% of @@mpany's common stock
and in which employees of the Company and the Bpakticipate. Pursuant to the terms of the ESO&h 88OP participant has the right to
direct the trustee of the ESOP how to vote theeshaf Common Stock allocated to his or her accander the ESOP. If an ESOP patrticipant
properly executes the proxy distributed by thette®f the ESOP, the ESOP trustee will vote theeshi@epresented by that proxy at the
Meeting. Where an ESOP patrticipant specifies acghdhe proxy will be voted in accordance with B®OP participant's instructions. If no
specific direction is given, the ESOP trustee wdlte the shares "FOR" the election of managemeatisinees for directors of First Midwest.
If other matters are presented at the Meetingsttiaees for which proxies have been received willdted in accordance with the discretior
the proxies. The trustee of the ESOP will voteuthellocated ESOP shares in the same proportiootasl allocated shares.

Any proxy given pursuant to this solicitation ohetwise may be revoked by the shareholder giviag diny time before it is voted by
delivering to the Secretary of First Midwest at #imve address, on or before the taking of the abtlke Meeting, a written notice of
revocation bearing a later date than the proxylatex dated proxy relating to the same sharesdrsf Midwest common stock, or by attendi
the



Meeting and voting in person. Attendance at thetivigewill not in itself constitute the revocatiofi @ proxy.

The cost of solicitation of proxies will be borng Birst Midwest. First Midwest will reimburse bralegie firms and other custodians,
nominees and fiduciaries for reasonable expensesrad by them in sending proxy materials to theelfieial owners of common stock. In
addition to solicitation by mail, directors, offiseand employees of First Midwest and the Banks sadigit proxies personally or by
facsimile, telegraph or telephone, without addisilotcompensation.

Voting Rights; Vote Required

Shareholders of record as of the close of busioedéovember 30, 1998 (the "Voting Record Date")l kg entitled to one vote on each
matter presented for a vote at the Meeting for esheine of First Midwest common stock then held hState may be exercised in person o

a properly executed proxy as discussed above. iBieshall be elected by a plurality of the shamesent in person or represented by proxy
at the Meeting and entitled to vote on the electibdirectors.

With regard to the election of directors, votes rbaycast in favor of or withheld from each nominestes that are withheld will be excluded
entirely from the vote and will have no effect. Ad#tions may be specified on any other proposatgdihe election of directors and will be
counted as present for purposes of the item onhnthie abstention is noted. A broker non-vote (pexies from brokers or nominees
indicating that such persons have not receiveduotbns from the beneficial owners or other pessas to certain proposals on which such
beneficial owners or persons are entitled to vieédr tshares but with respect to which the brokemsominees have no discretionary power to
vote without such instructions) will have no effectthe outcome of the election of directors. Brekeho do not receive instructions are
entitled to vote on the election of directors.

Voting Securitiesand Principal Holders Ther eof

As of the Voting Record Date, First Midwest hadd®545 shares of common stock outstanding. Thevidtig table sets forth information
regarding share ownership of: (i) those persorentities known by management to beneficially owrrartban five percent of First Midwest
common stock and (ii) all directors and officersaagroup. See "Proposal | - Election of Directds"additional information regarding share
ownership.



Shares Beneficially Per cent of
Beneficial Owners Owned( 1) Cl ass

First Mdwest Financial, Inc.(2) 212,208 8. 46%
Enpl oyee Stock Owmnership Plan

Fifth at Erie

Storm Lake, lowa 50588

Janmes S. Haahr (3) 268, 200 10. 16%
Fifth At Erie

Storm Lake, lowa 50588

Donal d J. Wnchell (4) 132,976 5.25%
Fifth At Erie

Storm Lake, lowa 50588

Directors and executive officers of First Mdwest and 843, 166 30. 29%
the Banks as a group (9 persons)(5)

(Footnotes begin on the following page.)
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(1) All amounts reported hereunder have been agtjustr the three for two stock split paid by Fitilwest on January 2, 1997 in the form of
a 50% stock dividend (the "Stock Split").

(2) The amount reported represents shares heldebg $OP, 157,128 shares of which were allocateddounts of participants. West Des
Moines State Bank, West Des Moines, lowa, the ¢érusf the ESOP, may be deemed to beneficially tvrshares held by the ESOP which
have not been allocated to the accounts of paatit{p

(3) Mr. Haahr is the Chairman of the Board, Presidemd Chief Executive Officer of First Midwest attd Banks. Mr. Haahr reported sole
voting and investment power with respect to alrebaf common stock reported as beneficially owlmgdim. Included in the shares repor
as beneficially owned by Mr. Haahr are optionsuecpase 129,532 shares of common stock, which agercise he would have sole voting
and dispositive power.

(4) Mr. Winchell is a Senior Vice President, thei@lirinancial Officer and Treasurer of First Midwesd the Banks. Mr. Winchell reported
voting and dispositive power with respect to themomn stock reported as beneficially owned by hignfadlows: sole voting power over
72,893 shares; shared voting power over 37,50@shsole dispositive power over 58,526 sharesshaced dispositive power over 51,867
shares. Included in the shares reported as bealgfioiwned by Mr. Winchell are options to purch@2583 shares of common stock, which
upon exercise he would have sole voting and ditigegpower.

(5) Includes shares held directly, as well as,tipiwith family members or held by trusts, with pest to which shares the listed individuals or
group members may be deemed to have sole or shatied and investment power. Included in the shagpsrted as beneficially owned by
all directors and executive officers are optionpuechase 273,723 shares of common stock.

ELECTION OF DIRECTORS
General

The Board of Directors of First Midwest is currgntbmposed of seven members and is divided ineetblasses, with each class
approximately equal in size. Directors of First Mgkt are generally elected to serve for a three4gem or until their respective successors
are elected and qualified.

The following table sets forth certain informati@s, of the Voting Record Date, regarding the contiposof First Midwest's Board of
Directors, including each director's term of offidée Board of Directors acting as the nominatiogmittee has recommended and approved
the nominees identified in the following tableislintended that the proxies solicited on behathef Board of Directors (other than proxies in
which the vote is withheld as to a nominee) wilMot¢ed at the Meeting FOR the election of the naef If a nominee is unable to serve, the
shares represented by all valid proxies will besddbr the election of such substitute nominedad®ibard of Directors may recommend. At
this time, the Board of Directors knows of no reaady any nominee may be unable to serve if ele&gdept as disclosed herein, there are
no arrangements or understandings between the remind any other person pursuant to which the reemiras selected.

3



Term Shar es of Per cent

Position(s) Held in Di rector to Conmon St ock of
Nane Age First M dwest Since(1) Expire Owned(2) Cl ass
o o Nominmees
E. Thurman Gaskill 63 Di rector 1982 2002 50, 914(3) 2.01%
Rodney G Miil enburg 54 Di rector 1989 2002 115, 051 4. 53%

Directors Renmining in Ofice

E. Wayne Cool ey 76 Di rector 1985 2001 93, 117 3.67%

J. Tyl er Haahr(4) 35 Director, Senior Vice President, 1992 2001 59, 833(5) 2.36%
Secretary and Chief Operating O ficer

Janes S. Haahr (4) 59 Chai rman of the Board, President and 1962 2000 268, 200 10. 16%
Chi ef Executive O ficer

G Mark M ckel son 32 Director 1997 2000 1, 000 0. 04%

Jeanne Partl ow 65 Di rector 1996 2000 3, 979(6) 0.16%

(1) Includes service as a director of First Federal

(2) The nature of beneficial ownership for shaggmorted in this column is sole voting and investhpawer, except as otherwise noted in
these footnotes. All amounts reported hereundee baen adjusted for the Stock Split. Included exghares beneficially owned by the nar
individuals are options to purchase shares of Com8tock as follows: Mr. Gaskill - 26,264 shares; Muilenburg - 28,764 shares; Mr.
Cooley - 28,764 shares; Mr. J. Tyler Haahr - 22 $i#res; Mr. James S. Haahr - 129,532 shares; Mkelgon - 0 shares; and Ms. Partlow -
0 shares.

(3) Includes 23,750 shares as to which Mr. Gabkifl reported shared ownership.
(4) Director J. Tyler Haahr is the son of Chairnrdames S. Haahr.
(5) Includes 31,708 shares as to which Mr. J. Thlieahr has reported shared ownership.

(6) Includes 3,830 shares as to which Ms. Partlagvreported shared ownerst



The principal occupation of each director of Fivtiwest and each of the nominees for director iga¢h below. All directors and nominees
have held their present position for at least jigars unless otherwise indicated.

E. Thurman Gaskill - Since 1958, Mr. Gaskill hasned and operated a grain farming operation loca¢ed Corwith, lowa. Mr. Gaskill has
served as a commissioner with the lowa DepartmieBtonomic Development and also as a commissioitarthe lowa Department of
Natural Resources. He has served as Presideng dfational Corn Growers Association, Chairman efttmited States Feed Grains Coul
and in numerous other agricultural positions. Re@ay for his outstanding contributions to the istly, he has been named to the
Agricultural Hall of Fame at lowa State UniversityAmes, lowa. Mr. Gaskill was elected to the lo8tate Senate in 1998 and represents
lowa District 8.

Rodney G. Muilenburg - Mr. Muilenburg is employeslaadairy specialist with Purina Mills, Inc., angbsrvises the sale of agricultural
products in a region which encompasses northwest,lsoutheast South Dakota and southwest Minnesotaluilenburg has been a
member of Purina Mills' General Sales Advisory Bbsince 1986. In 1991 he was certified by PurinfisNti Agri-business management. |
Muilenburg received a B.A. degree in BiologicalSgie from Northwestern College, Orange City, low&966; an M.A. degree in second
school education from Mankato State University, k&o, Minnesota
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in 1973; and a specialist degree in secondary s$euoinistration from Mankato State University, Marto, Minnesota in 1975.

E. Wayne Cooley - Dr. Cooley has served as Exee8rcretary of the lowa Girls' High School Athldtigion in Des Moines, lowa since
1954. In addition, Dr. Cooley serves as Executii@e\President of the lowa High School Speech Asdiari. He is also a member of the
Drake Relays Executive Committee, and on the Bo&firectors of the Women's College Basketball Asastion Hall of Fame. Dr. Cooley
a member of the Buena Vista University (formerlyeBa Vista College) Board of Trustees. He has sexsedhairman of the lowa Heart
Association and as Vice Chairman of the lowa GaresCooley is a 1943 graduate of Buena Vista @ellm Storm Lake, lowa, and holds
honorary doctorate degrees from Buena Vista Unityeirs Storm Lake, lowa and Morningside CollegeSioux City, lowa.

J. Tyler Haahr - Mr. Haahr is Senior Vice Presid&scretary and Chief Operating Officer of FirsdMest Financial, Inc.; Executive Vice
President, Secretary, Chief Operating Officer anddidn President of First Federal Savings Bankhef Midwest; Vice President and
Secretary of First Services Financial Limited anddkings Service Corporation; and Chief Executifd®r of Security State Bank. Mr.
Haahr has been employed by First Midwest and fika#és since March 1997. He was previously amartvith the law firm of Lewis and
Roca LLP, Phoenix, Arizona, and had been with titme §ince 1989. He is a member of the Arizona Bssdkiation, the Maricopa County |
Association and the Arizona Association of Heal#réCLawyers. Mr. Haahr was Co-chair for Buena Vigtaversity's 1997-98 Community
Campaign Fund-raising. He is a member of the Figetal Committee and was one of the founders ofGhe&nd Canyon State Games. Mr.
Haahr received his B.S. degree with honors in 1886e University of South Dakota in Vermillion, 8b Dakota. He graduated with honors
from the Georgetown University Law Center, WashingtD.C., in May 1989. J. Tyler Haahr is the sodarhes S. Haahr, Chairman of the
Board.

James S. Haahr - Mr. Haahr is the Chairman of trer@® President and Chief Executive Officer of filiddwest Financial Inc., a position he
has held since June 1993. Mr. Haahr is also Chaimhthe Board of First Federal Savings Bank offhdwest since 1990 and President and
Chief Executive Officer since 1974. Mr. Haahr seras Chairman of the Board of Security State BEigkis a member of the Board of
Trustees of Buena Vista University. Mr. Haahr hatved in various capacities since beginning hiseawith the Bank in 1961. He is a
member of the Board of Directors of America's ComityuBankers and a member of the Savings Associdtisurance Fund Industry
Advisory Committee. Mr. Haahr is a former Vice Ginaan of the Board of Directors of the Federal Hdroan Bank of Des Moines, former
Chairman of the lowa League of Savings Institutj@r a former director of the U.S. League of Sgwilmstitutions. Mr. Haahr received his
B.S. degree in 1962 from Buena Vista College im8tbake, lowa. James S. Haahr is the father of/leriHaahr, a director and executive
officer of the Company.

G. Mark Mickelson - Mr. Mickelson has served asieeVPresident (Acquisitions) for Northwestern Griov@orporation in Sioux Falls, South
Dakota since November 1996. Northwestern Growttp@ation is the unregulated investment subsidiatjyarthwestern Public Service
(NYSE: NPS). Previously, Mr. Mickelson was employesdan executive officer of Hegg Companies in Sigalks, South Dakota. Mr.
Mickelson received his undergraduate degree inrissi Administration from the University of Southkidota in Vermillion, South Dakota in
1988. He graduated with high honors from Harvard/ ISchool in 1993 and is also a Certified Public duwatant. Mr. Mickelson is involved
in a number of local charities, including servingtbe board of the Sioux Falls Y.M.C.A.

Jeanne Partlow - Mrs. Partlow retired in June 189®@resident of the lowa Savings Bank Divisionic§tA-ederal, located in Des Moines
lowa. She was President, Chief Executive Officat @hairman of



the Board of lowa Savings Bank, F.S.B. from 198l itnwvas acquired by and became a division oHiederal in December 1995. Mrs.
Partlow is a past member of the Board of Directdrthe Federal Home Loan Bank of Des Moines. Sisedvar 30 years of bank managen
experience.

Meetings and Committees of the Boards of Directors

Meetings and Committees of First Midwest. Meetinfjthe Board of Directors are generally held onanthly basis. The Board of Directors
met 12 times during fiscal 1998. During fiscal 1988 incumbent director of First Midwest attended/ér than 75% of the aggregate of the
total number of Board meetings and the total nunab@neetings held by the committees of the BoarDioéctors on which they served.

The Board of Directors of First Midwest has stagdiudit-Compensation/Personnel ("ACP") and Stocki@@pCommittees. First Midwest
does not have a standing executive committee.

The ACP Committee recommends the selection of iedéent auditors to the Board, reviews the restiltseoauditors' services, reviews with
management and the internal auditors the systerimsevhal control and internal audit reports ansuass that the books and records of the
Company are kept in accordance with applicable @ttirog principles and standards. In addition, themittee meets annually to make sa
recommendations and administer the RecognitionRetdntion Plan. The members of the ACP Committeddénectors Cooley, Gaskill and
Muilenburg. This Committee met three times duriisgdl 1998.

The Stock Option Committee is composed of Direc@osley, Mickelson, Muilenburg and Partlow. Thisrouittee is responsible for
administering First Midwest's 1993 and 1995 Stogki@h and Incentive Plans (collectively, the "St@ajtion Plans"). This committee met
one time during fiscal 1998.

The entire Board of Directors acts as a nominatmgmittee for selecting nominees for election asaiors. Nominations of persons for
election to the Board of Directors may be made duylypr at the direction of the Board of Directordy any shareholder entitled to vote for
the election of directors who complies with theic®procedures set forth in the Bylaws of First Wiést. Pursuant to the Bylaws, nominati
by shareholders must be delivered in writing to3leeretary of First Midwest at least 30 days pieathe date of the annual meeting; provic
however, that in the event that less than 40 dat&e or prior disclosure of the date of the atmugeting is given or made to shareholder
be timely, notice by the shareholder must be reckat the executive offices of First Midwest naetehan the close of business on the 10th
day following the day on which such notice of tleedof the meeting was mailed or such public d&sale thereof was made.

Directors Fees

During fiscal 1998 all directors of First Midwestoeived a retainer fee of $3,000 per year. Thetdire of First Midwest (except for Director
Partlow) also serve as directors of either oneoth bf the Banks. Non-employee directors of Fiesti€ral were paid a fee of $6,000 per year
plus $500 for each regular meeting attended, af@ & each committee meeting attended, with tleeption of the Nominating Committee
members, who receive no fee for service on suchmitige. Non-employee directors of Security wera@afee of $300 for each regular
meeting attended and $100 for each committee ngeattended, with the exception of the Nominatingn@uttee members, who receive no
fee for service on such committee. Board membersarh employees of the Banks received no fee #r siervice on the Banks' Boards, or
their respective committees.



Executive Compensation

The following table sets forth information regaglithe compensation of First Midwest's Chief Exeautdfficer and each other executive
officer of the Company whose aggregate salary amii® exceeded $100,000 during fiscal 1998 (colleltj the "Named Officers").

SUMVARY COVPENSATI ON TABLE

Long Term
Annual Conpensation(1) Conpensati on Awar ds
Restricted
Name and St ock Opt i ons/ Al O her
Princi pal Sal ary Bonus Awar d( s) SARs Conpensati on
Posi tion Year ($) ($) ($) (#) ($)
Janes S. Haahr 1998 $ 180, 000( 2) $ --- --- --- $23,340 (3)
Chai rman of the Board, 1997 180, 000( 2) 56, 000 .- 5, 250 32, 255
Presi dent and Chi ef 1996 180, 000( 2) 45, 500 --- 23, 250 24,163
Executive O ficer
J. Tyler Haahr(4) 1998 153, 000( 5) 36, 000 .- 4, 050 15,100 (7)
Seni or Vice President, 1997 80, 662(6) 22,400 --- 39, 600 635

Chief Qperating Oficer
and Secretary

Fred A. Stevens 1998 105, 000 --- --- 14,444 (8)
Seni or Vice President 1997 105, 000 33, 600 3, 150 20, 823
of First Federal 1996 105, 000 27, 300 5,025 15, 080
Donal d J. W nchel | 1998 113, 000 27,120 3,051 19, 011(9)
Seni or Vice President, 1997 103, 000 32, 960 --- 3, 090 20, 309
Chi ef Financial Oficer 1996 103, 000 26, 780 --- 10, 215 14, 527

and Treasurer

(1) No Named Officer received any additional betsedir perquisites which exceeded, in the aggretfagdesser of 10% of his salary and
bonus, or $50,000.

(2) Includes $2,000 of compensation deferred icafid 998, 1997 and 1996 pursuant to the deferregheasation agreement entered into in
1980 between Mr. Haahr and First Federal and $3@@0to Mr. Haahr in fiscal 1998, 1997 and 1996skervice as a director of the
Company.

(3) Includes contributions by First Federal on beb&Mr. Haahr for fiscal 1998 of $21,641 undeetESOP and $1,699 under First Federal's
Benefit Equalization Plan.

(4) Mr. Haahr joined the Company as an employedanch 1997.

(5) Includes $3,000 paid to Mr. Haahr for serviseaalirector of the Compan



(6) Includes $3,000 paid to Mr. Haahr for serviseaalirector of the Company and $8,200 paid toHahr for service as a director of the
Banks during fiscal 1997.

(7) Includes contributions by First Federal on bebaMr. Haahr for fiscal 1998 of $15,100 undeetESOP.
(8) Includes contributions by First Federal on BebfMr. Stevens for fiscal 1998 of $14,444 undes ESOP.
(9) Includes contributions by First Federal on bebaMr. Winchell for fiscal 1998 of $19,011 undtdre ESOP.
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The following table sets forth certain informatiooncerning stock options granted during fiscal 1@2the Named Officers. No stock
appreciation rights have been granted by the Coynfradate.

Option Grants in Last Fiscal Year
Potenti al Realizable
Val ue at Assuned
Annual Rates of Stock
Appr eci ation

I ndi vi dual Grants(1) for Option Terns(2)
Nunber of % of Tot al
Securities Opti ons Exerci se
Under | yi ng Granted to or Base
Options G anted Enpl oyees in Price Expiration 5% 10%
Name (#) Fi scal Year ($/ Sh) Dat e (%) (%)
J. Tyl er Haahr 4,050 30. 2% 17. 875 09- 30- 08 $45, 745 $115, 364
Donal d J. W nchel | 3,051 22. 7% 17. 875 09- 30-08 34, 461 86, 908

(1) The options reported in this table vested abefdate of the grant.

(2) Represents the potential realizable value ®fogbtion grant assuming that the market price efuthderlying security appreciates in value
from the date of the grant to the end of the optéam (10 years) at the annualized rates as détifothe table above.

The following table provides information as to treue of the options held by the Named OfficersSeptember 30, 1998. To date, no stock
appreciation rights have been granted by First Mistw

Aggregate Option Exercises in Last Fiscal Year and FY-End Option Val ues

Val ue of
Number of Unexerci sed
Unexerci sed I n-t he- Money
Options at Options at
FY-End (#) FY-End ($)(1)
Shar es
Acquired on Val Ue oo oo e e e e oo
Exerci se Real i zed Exerci sabl e Unexerci sabl e Exerci sabl e Unexer ci sabl e
Nane (#) ($) (#) (#) ($) (%)
Janmes S. Haahr 2,100 $28, 525 129, 532 --- $1, 178,053 ---
J. Tyl er Haahr .- .- 27,716 28, 125 85, 268 $14, 063
Fred A Stevens 3, 300 48, 400 15, 100 --- 82, 353 ---

Donald J. Wnchell 2,200 32,183 25,583 --- 121, 357 ---



(1) Represents the aggregate market value (maricet @f the Common Stock less the exercise pri€&)@option granted based upon the
average of the closing bid and the asked pricel@f&5 per share of the Common Stock as reportdtherNasdag Stock Market on
September 30, 1998.



Employment Agreements

First Federal has employment agreements with teedaOfficers. The employment agreements are designassist the Company in
maintaining a stable and competent management fBlaencontinued success of the Company dependssitméicant degree, on the skills
and competence of their officers. Each employmgreéement provides for annual base salary in an atmt less than the employee's
current salary and a term of three years. Eacleawgat provides for extensions of one year, in aadib the then-remaining term under the
agreement, on each anniversary of the effective dfathe agreement, subject to a formal performaweduation performed by disinterested
members of the Board of Directors of First Federak agreements terminate upon such Named Offideath, for cause, in certain events
specified by OTS regulations, or by such Namedd@effupon 90 days notice to First Federal. For trag gnded September 30, 1998, the
disinterested members of First Federal's Boardiafdiors authorized one year extensions of the Nia@féicers' employment agreements,
except that of Mr. Stevens.

Each employment agreement provides for paymeritg@mployee of the greater of his salary for tmeaiader of the term of the agreement,
or 299% of the employee's base compensation, iewbst there is a "change in control" of First Fatleshere employment terminates
involuntarily in connection with such change in trohor within 12 months thereafter. This termioatipayment is subject to reduction by the
amount of all other compensation to the employesraal for purposes of the Internal Revenue Cod®&6,las amended (the "Code"), to be
contingent on a "change in control”, and may naeexl three times the employee's average annualecmaiion over the most recent five
year period or be n-deductible by the Company for federal income tasppses. For the purposes of the employment agrgsieechange

in control is defined as any event which would fiegjthe filing of an application for acquisition eéntrol or notice of change in control
pursuant to 12 C.F.R. ss. 574.3 or ss. 574.4, céisply. Such events are generally triggered pioathe acquisition or control of 10% of First
Midwest's common stock. Each agreement also gusgamarticipation in an equitable manner in empddyenefits applicable to executive
personnel.

Based on their current salaries, if employment etbs. J. Haahr, T. Haahr, Stevens and Winchelbbad terminated as of September 30,
1998, under circumstances entitling them to bes\gfity as described above, they would have beefedrtty receive lump sum cash payme
of approximately $902,000, $591,000, $650,000 8881 %00, respectively.

Compensation Committee Interlocks and Insider Participation

Compensation of the executive officers of the Comypa currently determined by the ACP Committe&ioét Federal and the Stock Option
Committee of the Company. Directors Cooley, MickalsMuilenburg and Partlow are the current membéthese two committees. All
decisions by the ACP Committee relating to the @ashpensation of executive officers are reviewedheyfull Board, except that Board
members who are also executive officers do notgipate in deliberations regarding their respectwmpensation. See "Compensation
Committee Report on Executive Compensation” below.



COMPENSATION COMMITTEE REPORT

First Midwest has not paid any cash compensatidts &xecutive officers since its formation. Allemutive officers of First Midwest also
currently hold positions with First Federal andeige cash compensation from First Federal. Thetfomof administering the executive
compensation policies of First Federal is curreptiyformed by the ACP Committee of the Board o&biors of First Federal, consisting of
Directors Cooley, Mickelson and Muilenburg. All d&ions by the ACP Committee relating to the cashpensation of First Federal's
executive officers are reviewed by the full Boafdrwst Federal, except that Board members whakse executive officers do not particip
in deliberations regarding their respective comp#aoas.

Awards granted under First Midwest's Stock Optian® are made solely by the Stock Option Committee.
Overview and Philosophy

The ACP Committee has developed and implementexkecutive compensation program that is based atirguprinciples designed to align
executive compensation with the values and objestitsusiness strategy, management initiativestrendusiness and financial performance
of the Company. In applying these principals, ttePACommittee has established a program to:

0 Support a performance-oriented environment #aards performance not only with respect to the @amy's goals, but also the Company's
performance as compared to that of industry perdowe levels;

o0 Attract and retain key executives critical to khveg-term success of the Company;
o Integrate compensation programs with both the f@omy's annual and long-term strategic planningraedsuring processes; and
o Reward executives for long-term strategic managerand the enhancement of shareholder value.

Furthermore, in making compensation decisionsAtiE® Committee focuses on the individual contribogi@f executive officers to the
Company. The ACP Committee uses its discretiort@secutive compensation where, in its judgemedgrnal, internal or an individual's
circumstances warrant it. The ACP Committee als@gdially reviews the compensation policies ofastkimilarly situated companies, as
forth in various industry publications, to determiwhether the Company's compensation decisionsoangetitive within its industry.

Executive Officer Compensation Program

The executive officer compensation program is caseprof base salary, annual incentive bonuses;tiemg incentive compensation in the
form of stock options and restricted stock awaaas] various benefits, including medical and retegatrplans generally available to
employees of the Banks.

Base Salary. Base salary levels for executive @ffi@re competitively set relative to other pullichded banking and thrift companies. In
determining base salaries, the ACP Committee alsestinto account individual experience and peréoroe and specific issues particular to
the Company.
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Annual Incentive Bonuses. A program of annual inieerbonuses has been established for executiigeddfof the Company to reward those
officers who provide a level of performance wariagtrecognition in the form of compensation aboasésalary. Incentive bonuses are
awarded based on achievement of individual perfaceaoals and overall performance goals of the Gompwhich are established at the
beginning of each fiscal year. Awards are deterthexea percentage of each executive officers’ $alaey.

Stock Benefit Plans. The Stock Option Plans areCii@pany's long-term incentive plans for directofficers and employees. The objective
of the program is to align executive and sharehdioleg-term interests by creating a strong andctliiek between executive pay and the
Company's performance, and to enable executivdswelop and maintain a significant, long-term stoekership position in the Company's
Common Stock. Awards are made at a level calculatée competitive with other publicly traded barkand thrift companies.

Chief Executive Officer Compensation

Mr. James S. Haahr was appointed to the positidregident and Chief Executive Officer of First &edlin 1974 and Chairman in 1990, and
has also served in such capacities with the Compitg its inception in 1993. Mr. Haahr's fiscad&®ase salary is approximately $175,000
per year, subject to such adjustments in futuresyas shall be determined by the ACP Committee Hdahr's base salary for fiscal 1997 was
approximately $175,000. The ACP Committee deterthioemaintain Mr. Haahr's current year base salathie same level as last year due to
the Company's continued focus on incentive-basethbeasation, with the use of long-term incentive r@was an integral part of the overall
compensation program.

In reviewing the award of incentive-based compeasab Mr. Haahr for fiscal 1998, the Committeeetbthat, although core earnings of the
Company remained stable for the year, total easnivgre significantly reduced by a one-time chaoggrovision for loan related losses. As
such, the Committee determined the Company's dweaalings performance did not warrant the payméatcash bonus or the award of
stock options to Mr. Haahr for fiscal 1998.

In 1993, Section 162(m) was added to the IntermaieRue Code, the effect of which is to eliminatedikductibility of compensation over $1
million, with certain exclusions, paid to each eftain highly compensated executive officers ofliglipheld corporations, such as the
Company. Section 162(m) applies to all remunergtamth cash and non-cash) that would otherwisedokeictible for tax years beginning on
or after January 1, 1994, unless expressly exclugledause the current compensation of each of timep@ny's and the Bank's executive
officers is well below the $1 million thresholdet€ompany has not yet considered its policy regagrthie new provision.

The foregoing report is furnished by the memberthefAudit-Compensation\Personnel Committee andk3Bption Committee of the Board
of Directors of the Company.

E Wayne Cooley G. Mark Mickelson Rodney G. Muilenburg Jeanne Partlow
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SHAREHOLDER RETURN PERFORMANCE PRESENTATION

The line graph below compares the cumulative &haleholder return on the Company's common stottietoumulative total return of a
broad index of the Nasdaq Market and a selectedgsand loan industry index from October 1, 199$¢ptember 30, 1998. The graph
assumes that $100 was invested on October 1, T89that all dividends were reinvested. The Corponabecame a publicly traded
Corporation on September 20, 1993.

[GRAPHIC-GRAPH PLOTTED TO POINTSLISTED BELOW]

10/ 01/ 93 09/ 30/ 94 09/ 30/ 95 09/ 30/ 96 09/ 30/ 97 09/ 30/ 98
First Mdwest Financial, Inc..... $100. 00 $100. 00 $129. 28 $159. 81 $200. 58 $178. 05
Selected Thrift Index............ 100. 00 105. 04 135. 01 162. 16 275. 17 242. 80
Nasdaq Market Index.............. 100. 00 105. 82 128. 48 150. 00 203. 88 211. 88

CERTAIN TRANSACTIONS

The Banks have followed a policy of granting loémeligible directors, officers, employees and merskof their immediate families for the
financing of their personal residences and for oorex purposes. As of September 30, 1998, all loamstensions of credit to executive
officers and directors were made on substantiblysame terms, including interest rates and codlatas those prevailing at the time for

comparable transactions with the general publicdmdot involve more than the normal risk of repantor present other unfavorable
features.
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMRANCE

Section 16(a) of the Securities Exchange Act 04183 amended (the "Exchange Act") requires Fiigindst's directors and executive
officers, and persons who own more than 10% ofjsstered class of First Midwest's equity securjtiedile with the SEC initial reports of
ownership and reports of changes in ownership rst Midwest common stock and other equity secwritieFirst Midwest by the tenth of the
month following a change. Officers, directors ameager than 10% shareholders are required by Sg@ations to furnish First Midwest wi
copies of all Section 16(a) forms they file.

To First Midwest's knowledge, based solely on derewf the copies of such reports furnished totRtlwest and written representations
that no other reports were required during theafigear ended September 30, 1998, all
Section 16(a) filing requirements applicable tooitiicers, directors and greater than 10 percenebeial owners were complied with.

INDEPENDENT AUDITORS

The Company's independent auditors are Crowe, €laimé Company LLP. Representatives of Crowe, ChimekCompany LLP are
expected to attend First Midwest's Annual Meetimgeispond to appropriate questions and to makatensént if they so desire.

SHAREHOLDER PROPOSALS

In order to be eligible for inclusion in First Midst's proxy materials for its next Annual Meetifigsbareholders, any shareholder propos
take action at such meeting must be received st Midwest's main office located at Fifth at Es¢orm Lake, lowa no later than August 18,
1999. Any such proposal shall be subject to theirements of the proxy rules adopted under the IB&siExchange Act of 1934, as
amended, and as with any shareholder proposalr(tega of whether included in the Company's proggemals), the Company's Certificate
of Incorporation and Bylaws and Delaware law. Othise, any shareholder proposal to take action@t sueeting must be received at the
Company's main office on or before December 249189 days prior to next years anticipated annusting date, January 24, 2000). In the
event that the date of next year's annual meetiagges, a shareholder proposal must be receivddtanthan 30 days prior to the new date
of such annual meeting; provided, however, thahéevent that less than 40 days notice or prglosure of the new date of annual meeting
is given or made to shareholders, notice of a walloy a shareholder to be timely must be recemdater than the close of business on the
tenth day following the day on which notice of thew date of the annual meeting was mailed or paiiluncement of the new date of such
meeting was first made. All shareholder proposalstralso comply with the Company's Certificaterafdrporation and Bylaws and Delaw
law.

OTHER MATTERS

The Board of Directors is not aware of any businesome before the Meeting other than those nsattescribed above in this Proxy
Statement. However, if any other matter should priypcome before the Meeting, it is intended thaltlbrs of the proxies will act in
accordance with their best judgment.
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REVOCABLE PROXY
FIRST MIDWEST FINANCIAL, INC.

[ X] PLEASE MARK VOTESASIN THISEXAMPLE

ANNUAL MEETING OF SHAREHOLDERS
JANUARY 25, 1999

The undersigned hereby appoints the members d@dhed of Directors of First Midwest Financial, Irithe "Company"), and its survivor,
with full power of substitution, to act as attorsegnd proxies for the undersigned to vote all shafeommon stock of the Company which
the undersigned is entitled to vote at the Annuaétihg of Shareholders (the "Meeting"), to be lwidlanuary 25, 1999 at the Company's
main office located at Fifth at Erie, Storm Lakewh, at 1:00 P.M. local time, and at any and gthaghments thereof, as follows:

1. The election of E. Thurman Gaskill and Rodneyilenburg as directors for terms of three years.
[JFOR[]WITHHOLD[] FOR ALL EXCEPT

INSTRUCTIONS: To vote for all nominees mark the BBXOR" with an "X". To withhold your vote for allaminees mark the box
"WITHHOLD" with an "X". To withhold your vote formaindividual nominee mark the box "FOR ALL EXCEPWIth an "X" and write the
name of the nominee on the line provided belowxfoom you wish to withhold your vote.

In their discretion, the proxies are authorizegtdte on any other business that may properly coefieré the Meeting or any adjournment
thereof.

The Board of Directors recommends a vote "FOR'ligied proposal.

THISPROXY ISSOLICITED ON BEHALF OF
THE BOARD OF DIRECTORS

THIS PROXY WILL BE VOTED AS DIRECTED, BUT IF NO INBRUCTIONS ARE SPECIFIED, THIS PROXY WILL BE VOTEDOR
THE STATED PROPOSAL. IF ANY OTHER BUSINESS IS PRESEED AT SUCHMEETING, THIS PROXY WILL BE VOTED BY
THOSE NAMED IN THIS PROXY IN THEIR BEST JUDGMENT. ATHE PRESENT TIME, THE BOARD OF DIRECTORS KNOWS
OF NO OTHER BUSINESS TO BE PRESENTED AT THE MEETING

The shareholder acknowledges receipt from the Cagngaior to the execution of this Proxy, of Notiokthe Meeting, a Proxy Statement
dated on or about December 16, 1998 and the CongpAnpual Report to Shareholders for the fiscal yraled September 30, 19!



Please sign exactly as your name appears on iy pard. When signing as attorney, executor, aghstnator, trustee or guardian, please (
your full title. If shares are held jointly, eachltier should sigr

Date

Stockholder sign above

Co-holder (if any) sign above
Detach above card, sign, date and mail in postagkegnvelope provided.
FIRST MIDWEST FINANCIAL, INC.

This proxy may be revoked at any time before Vtdged by delivering to the Secretary of the Compamyor before the taking of the vote at
the Meeting, a written notice of revocation bearnigter date than the proxy or a later dated prelating to the same shares of Company
common stock, or by attending the Meeting and pitinperson. Attendance at the Meeting will noitéelf constitute the revocation of a
proxy. Any written notice revoking this proxy shde delivered to J. Tyler Haahr, Secretary, Mitisiwest Financial, Inc., Fifth at Erie,
Storm Lake, lowa 50588. If this proxy is properyoked as described above, then the power of dtmimeys and proxies shall be deemed
terminated and of no further force and effect.

PLEASE PROMPTLY COMPLETE, DATE, SIGN, AND MAIL
THISPROXY IN THE ENCLOSED POSTAGE-PAID ENVEL OPE

End of Filing

Pewerad By lilﬁ(i;\[_{mm
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