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Part I. Financial Information

Item 1. Financial Statements

FIRST MIDWEST
AND SUB
Consolidated Balanc

Assets

Cash and cash equivalents ..............ccceeeee
Interest-bearing deposits in other financial instit

short-term (cost approximates market value) .....
Securities available for sale, amortized cost of

$110,366,764 and $114,456,661 ...................
Loans receivable - net of allowances of $2,051,904

and $2,379,091 ......cccocveiiiiiiieeeiee
Foreclosed real estate, net .........ccccceeee....
Accrued interest receivable .......................
Federal Home Loan Bank stock, at cost .............
Premises and equipment, net ...........ccccceeenn
Excess of cost over net assets acquired ...........
Other assets .....ccocvvveieiviieeeeeeeieeeeies

Total ASSEetS ......cccovvvvveerireenn.
Liabilities and Shareholders' Equity
Liabilities

DEepPOoSItS ...vvveeiiiiiiiiiieeeee e
Advances from Federal Home Loan Bank ..............

Securities sold under agreements to repurchase ....

Other borrowings .......ccccvvvvveveeeeeeenenennnns

Advances from borrowers for taxes and insurance ...

Accrued interest payable ...............ccoceeee.
Other liabilities ...........cccoociiiiiinnnnn.

Total Liabilities ..........cccceeeen.

FINANCIAL, INC.
SIDIARIES
e Sheets (Unaudited)

December 31, 1997 September 30, 1997

.......... $ 19,963,226 $ 12,852,426
.......... 200,000 200,000
.......... 111,968,880 115,985,045

.......... 253,222,855 254,640,971

.......... 1,526,211 156,300
.......... 5,784,615 5,366,109
5,629,300 5,629,300
4,173,198 4,176,311
4,771,514 4,862,747

351,738 719,369

.......... $ 407,591,537  $ 404,588,578

.......... $ 259,347,839  $ 246,115,698
e 98,073,165 107,426,225

2,058,334 1,800,000
- 2,900,000
541,020 449,487
.......... 983,330 1,065,746
.......... 2,465,875 1,354,418

.......... 363,469,563 361,111,574




FIRST MIDWEST FINANCIAL, INC.
AND SUB SIDIARIES
Consolidated Balanc e Sheets (Unaudited)

December 31, 1997 September 30, 1997

Shareholders' Equity

Preferred stock, 800,000 shares authorized, no shar es
issued or outstanding ......cccccceveeeeeeeeeeees Ll -- --
Common stock, $.01 par value, 5,200,000 shares auth orized,
2,957,999 shares issued and 2,691,889 shares outs tanding
at December 31, 1997; 2,957,999 shares issued and
2,698,904 shares outstanding at September 30, 199 T 29,580 29,580
Additional paid-in capital ............ccoeeeeeeee.. L 21,016,202 20,984,754
Retained earnings - substantially restricted ...... ... 27,093,685 26,427,657
Net unrealized appreciation on securities available for sale,
net of tax of $596,818 and $568,013 ........... ... 1,005,298 960,371
Unearned Employee Stock Ownership Plan shares ..... ... (517,400) (567,200)
Treasury stock, 266,110 and 259,095 common shares, at cost .. (4,505,391) (4,358,158)
Total Shareholders' Equity ........ccco... . L. 44,121,974 43,477,004
Total Liabilities and Shareholders' Equity ... $407,591,537  $ 404,588,578

The accompanying notes are an integral part oktheasolidated financial statemer



FIRST MIDWEST FINANCI AL, INC.
AND SUBSIDIARIE S
Consolidated Statements of In come (Unaudited)

Three Months Ended
December 31,

1997 1996
Interest and Dividend Income:
Loans receivable ..............cccocevrennnen. ... $5,751,832 $5,550,790
Securities available for sale .. . 2,045,425 1,657,640
Dividends on FHLB stock ....................... 97,477 97,499
Total interest and dividend income ....... 7,894,734 7,305,929
Interest Expense:
DEPOSILS .oeevveeiiiieaiiie e 3,222,795 2,950,598
FHLB advances and other borrowings ............ 1,489,844 1,338,195
Total interest expense ................... 4,712,639 4,288,793
Net interest iNnCOMe ........cceveveeeeeeeiininnn, 3,182,095 3,017,136
Provision for loan losses ..................... 35,000 30,000
Net interest income after provision for loan losses 3,147,095 2,987,136

Noninterest income:

Loan fees and service charges ................. 328,208 333,687
Gain on sale of securities available for sale, net 114,139 -
Gain (loss) on sales of foreclosed real estate, net (6,513) -
Brokerage commissions ..............ccccvveeee 14,251 22,998
Other iNCOMe ........ccccveivvneeieiiene. 39,012 50,970
Total noninterest income ................. 489,097 407,655
Noninterest expense:
Employee compensation and benefits ............ 1,158,707 1,036,579
Occupancy and equipment expense 287,196 224,421
SAIF deposit insurance premium 35,567 95,710
Data processing expense 83,010 78,281
Other expense ........cccceeveeeeeeeiiieeenn. 389,571 378,354
Total noninterest expense 1,954,051 1,813,345
Income before income taxes ..........cccceeevunee 1,682,141 1,581,446
Income tax expense ........c.ccoeeceevvennnnns 693,086 628,230
Net inCOME ......oovvvveiiriiece e, $ 989,065 $ 953,216
Earnings Per Share (see Note 2):
BaSiC .vevveieeiieee e $ 38 8 .34
Diluted .....ooveiiiiiiiiiie e $ 36 0% .33

The accompanying notes are an integral part oktheasolidated financial statemet



Fl

Consolidated Statement
Forthe T

Common
Stock

Balance at September 30, 1997 ....... $ 29,

7,470 common shares committed
to be released under the ESOP ....... -

Cash dividends declared on
common stock ($0.12 per share) ...... -

Net change in unrealized appreciation
on securities available for sale,
net of tax of $28,805 ............... -

Purchase of 11,800 common
shares of treasury stock ............ -

Exchange of 715 common shares
upon exercise of stock options ...... -

Issuance of 5,500 common
shares from treasury stock due
to exercise of stock options ........ -

Net income for the three months
ended December 31, 1997 ............. -

RST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES

of Changes in Shareholders' Equity (Unaudited)

hree Months Ended December 31, 1997

580

Net
Unreal
Appreci
Additional on Secur
Paid-In Retained Availabl
Capital Earnings  Sale, Net

$20,984,754  $26,427,657 $ 96

106,156 -

(323,027)

(74,708) -

- 989,055

$21,016,202 $27,093,685 $ 1,00

ized
ation
ities
e for
of Tax

Unearned
Employee
Stock
Ownership
Plan
Shares

$ (567,200)

49,800

$ (517,400)




FIRST MIDWEST FINANCIAL,
AND SUBSIDIARIES
Consolidated Statement of Changes in Sharehol
For the Three Months Ended Decemb
(continued)

Treasu
Stoc

Balance at September 30, 1997 ....... $ (4,358,

7,470 common shares committed
to be released under the ESOP ....... -

Cash dividends declared on
common stock ($0.12 per share) ...... -

Net change in unrealized appreciation
on securities available for sale,
net of tax of $28,805 ............... -

Purchase of 11,800 common
shares of treasury stock ............ (243,

Exchange of 715 common shares
upon exercise of stock options ...... (14,

Issuance of 5,500 common
shares from treasury stock due
to exercise of stock options ........ 111,

Net income for the three months
ended December 31, 1997 ............. -

Balance at December 31, 1997 ........ $ (4,505,

The accompanying notes are an integral part oktheasolidated financial statemer

INC.

ders' Equity (Unaudited)
er 31, 1997

Total
ry Shareholders'
k Equity

158) $43,477,004
- 155,956

- (323,027)

- 44,927

950) (243,950)

658) (14,658)
375 36,667
- 989,055



FIRST MI
A
Consolidated State

Cash flows from operating activities:

Net inCome ........occeeeeeiiiiieeiiie.
Adjustments to reconcile net income to net cash
Depreciation, amortization and accretion, net

Provision for loan losses ...................

Gain on sales of securities available for sal
Loss on sales of real estate owned, net .....

Net change in accrued interest receivable ...
Net change in other assets ..................

Net change in accrued interest payable ......
Net change in accrued expenses and other liab

Net cash from operating activities ..

Cash flows from investing activities:
Purchase of securities available for sale .....
Proceeds from sales of securities available for
Proceeds from maturities of securities availabl
Proceeds from principal repayment of mortgage-b
Net change in loans receivable ................
Loans purchased ..........cccccvvveevevennnnn.
Proceeds from sales of foreclosed real estate .
Purchase of premises and equipment, net .......

Net cash from investing activities ..

Cash flows from financing activities:
Net change in non-interest bearing demand, savi
NOW and money market demand accounts .........
Net change in other time deposits .............
Proceeds from advances from Federal Home Loan B
Payments of advances from Federal Home Loan Ban
Net change in securities sold under agreements
Net change in other borrowings ................
Net change in advances from borrowers for taxes
Cash dividends paid .............cccceuvnnnn
Proceeds from exercise of stock options .......
Purchase of treasury stock ....................

Net cash from financing activities ..

Net change in cash and cash equivalents ...........
Cash and cash equivalents at beginning of period ..

Cash and cash equivalents at end of period ........

Supplemental disclosure of non-cash investing and f
Loans transferred to foreclosed real estate ...

DWEST FINANCIAL, INC.
ND SUBSIDIARIES
ments of Cash Flows (Unaudited)

Three Months Ended
1997

........................... $ 989,055 $
from operating activities:

254,745
35,000
(114,139)
6,513
........................... (418,506)
367,631
(82,416)
ilities ..oooovevveeennn 1,082,652

........................... (9,992,083)

sale .... 322,564

e for sale 11,000,000
acked securities .......... 2,897,271
........................... 2,436,156
........................... (2,447,787)
78,643
(88,479)

4,204,873
9,027,268
17,000,000
(26,353,060)
............. 258,334
(2,900,000)
............ 91,533
(323,027)
22,009
(243,950)

........................... 7,110,800
........................... 12,852,426

........................... $19,963,226 $

inancing activities:
........................... $ 1,455,067

The accompanying notes are an integral part oktheasolidated financial statemer

December 31,
1996

953,216

222,446
30,000

(349,303)
184,833
(22,907)

(318,581)

(1,024,000)

16,893,776
1,750,045
2,880,568

(3,370,130)

24,126
(514,979)

283,365
(1,076,965)
25,000,000

(41,252,798)

(1,400,000)
80,268
(262,178)
34,375
(614,507)

(1,869,330)
14,628,652



FIRST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES

Notes to consolidated Financial Statements (Uned}
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies followed by First Midwegdncial, Inc. ("First Midwest" or the "Company'diits consolidated subsidiaries, First
Federal Savings Bank of the Midwest ("First Fedgr&8ecurity State Bank ("Security"), First Sengdénancial Limited and Brookings
Service Corporation, for interim reporting are detent with the accounting policies followed fomaral financial reporting. All adjustments
that, in the opinion of management, are necessarg fair presentation of the results for the p#siceported have been included in the
accompanying unaudited consolidated financial statés, and all such adjustments are of a normatnieg nature. The accompanying
financial statements do not purport to contairtredl necessary financial disclosures required byigdly accepted accounting principles that
might otherwise be necessary in the circumstanecéshould be read in conjunction with the Compacgissolidated financial statements,
and notes thereto, for the year ended Septembér930d,

2. EARNINGS PER SHARE

Basic and diluted earnings per share are computédria new accounting standard effective in thetquanded December 31, 1997. All p
amounts have been restated to be comparable. 8asimgs per share is based on net income divigedeoweighted average number of
shares outstanding during the period. Diluted egsper share shows the dilutive effect of add#ti@@mmon shares issuable under stock
options.

A reconciliation of the numerators and denominatdrthe earnings per common share and earningsgpemon share assuming dilution
computations for the three months ended Decemhet@7 and 1996 is presented below.

Three Months Ended
December 31,

1997 1996
Earnings Per Share:
Net INCOME .....oovveiiiiiiiiice $ 989,055 $ 953,216
Weighted average common shares
outstanding ........cccceeeeiiiieeenns 2,612,612 2,797,491

Earnings Per Share .................. $ 038 $ 034




Earnings Per Share Assuming Dilution:
Net INCOME ...oeveereieririiiieiieie $ 989,055 $ 953,216

Weighted average common shares

outstanding ........cccccvvviiiiienennn. 2,612,612 2,797,491
Add: dilutive effects of assumed
exercises of stock options .............. 160,711 126,248
Weighted average common and dilutive
potential common shares outstanding ..... 2,773,323 2,923,739
Earnings Per Share Assuming Dilution . $ 036 $ 033

On November 25, 1996, the Company declared a 56&k slividend payable on January 2, 1997 to stoaérslof record December 16,
1996. The stock dividend is reflected in the batasiteet, and dividend and earnings per share dathden restated for all prior reported
periods.

3. COMMITMENTS

At December 31, 1997 and September 30, 1997, thgp@oy had outstanding commitments to originatepmrdhase loans totaling $27.7
million and $15.8 million, respectively, excludingdisbursed portions of loans in process. It isseigd that outstanding loan commitments
will be funded with existing liquid asse



Part I. Financial Information
Item 2. Management's Discussion and Analysis ofiirtial Condition and Results of Operations

FIRST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES

GENERAL

First Midwest Financial, Inc. ("First Midwest" dn¢ "Company") is a bank holding company whose pyraasets are First Federal Savings
Bank of the Midwest ("First Federal") and SecuBtate Bank ("Security"). The Company was incorgadan 1993 as a unitary non-
diversified savings and loan holding company amdSeptember 20, 1993, acquired all of the capiitaksof First Federal in connection with
First Federal's conversion from mutual to stockrfaf ownership. On September 30, 1996, the Compangme a bank holding company in
conjunction with the acquisition of Security.

The following discussion focuses on the consolididiteancial condition of the Company and its sulzsids, at December 31, 1997, comp:

to September 30, 1997, and the consolidated resfuligerations for the three months ended Dece®bet997, compared to the same period
in 1997. This discussion should be read in conjanawith the Company's consolidated financial steets, and notes thereto, for the year
ended September 30, 1997.

FINANCIAL CONDITION

Total assets increased by $3.0 million, or .74%mf$404.6 million at September 30, 1997, to $407il6on at December 31, 1997. The
increase is primarily attributable to an increasthe Company's balance of cash and cash equigalestto an increase in deposit balances
and a decrease in the portfolio of securities atél for sale.

Cash and cash equivalents increased $7.1 millioB5 3%, to $20.0 million at December 31, 1997fi$12.9 million at September 30, 19
The increase was due to funds received as a k@tail deposit growth and funds received frorousities available for sale that were called
during the period. The increased balance in cadicash equivalents is expected to be used to fuard dommitments, to purchase securities
available for sale and to repay borrowings.

The portfolio of securities available for sale damed $4.0 million, or 3.5%, to $112.0 million adember 31, 1997, from $116.0 million at
September 30, 1997. The decrease is the reswdtafites sold and called, and principal repaymestsived on mortgage-backed securities
in amounts that exceeded purchases made durimeticel.

The portfolio of net loans receivable decrease@hy million, or .56%, to $253.2 million at Decemi34, 1997, from $254.6 million at
September 30, 1997. The decrease in loan reces/alale partly due to repayments on residential antheercial real estate loans in amounts
greater than originations and purchases made amdidition, to the transfer of loans to forecloseal estate during the peric



Deposit balances increased by $13.2 million, o%&.tb $259.3 million at December 31, 1997, from &24million at September 30, 1997.
The increase in deposit balances resulted froneasms in all areas of retail deposits, includirgcking accounts, savings accounts, money
market accounts and certificates of deposit, whicheased $3.4 million, $624,000, $221,000 and $8lllon, respectively, between the
comparable periods. A significant portion of thgpdsit growth resulted from the Company's continegbhasis on enhancement of its retail
customer base in the Des Moines, lowa market area.

The balance in advances from the Federal Home Baak of Des Moines decreased by $9.4 million, @#8.to $98.1 million at December
31, 1997 from $107.4 million at September 30, 199% decrease in FHLB advances reflects the repatyaidorrowings from the proceeds
of securities called during the period and funaeied as a result of deposit growth.

Other borrowings, consisting of short-term borroggrfrom the Federal Reserve Bank, were repay irdéulng the period, resulting in a
reduction of $2.9 million. These borrowings hadrbased primarily to fund seasonal loans to agnicaltcustomers, which were generally
repaid during the period.

Total shareholders' equity increased by $645,000,5%, to $44.1 million at December 31, 1997 fi$438.5 million at September 30, 1997.
The increase in shareholder's equity was due pifyrtarearnings during the period, the effect ofiethwas partially offset by the purchase of
treasury stock and the payment of a cash dividersthareholders.

NON-PERFORMING ASSETSAND ALLOWANCE FOR LOAN LOSSES

Nor-performing assets at December 31, 1997 totald@d h8lion, which reflects a decrease of $294,0008.8%, from the $3.3 million

balance at September 30, 1997. At December 31, T@@/performing assets included eleven non-acenaatgage loans with an aggregate
outstanding balance of $564,000 million, and sbitynon-accrual consumer and commercial businessslwith an aggregate outstanding
balance of $929,000. In addition, non-performingeds at December 31, 1997 included real estatedeme other repossessed assets totaling
$1.5 million compared to $156,000 at Septembed997. The increase in real estate owned primaesults from the transfer to foreclosed
real estate of a commercial real estate partiopdtan in the amount of $1.3 million secured 04 unit apartment complex located in
Madison, Wisconsin. The Company has a 58% participénterest in this property, which is being meted for sale.

Generally, when a loan becomes delinquent 90 dagwoe, or when the collection of principal or irgst becomes doubtful, the Company
will place the loan on non-accrual status and, @esalt of this action, previously accrued inteiesbme on the loan is taken out of current
income. The loan will remain on non-accrual statsl the loan has been brought current, or urkieo circumstances occur that provide
adequate assurance of full repayment of interegspaincipal.

The Company establishes its provision for posdidde losses, and evaluates the adequacy of itwatice for loan losses based upon a
systematic methodology consisting of a number cfois including, among others, historic loss exgrese, the overall level of non-
performing loans, the composition of its loan palitf and the general economic environment withinclvhhe Bank and its borrowers oper
As a result of this analysis, the Company has éstedal an allowance for loan losses at Decembet @37, of $2.1 million. The allowance
represents approximately 68.0% of the total-performing assets at December 31, 1¢



The following table sets forth an analysis of th&wty in the Company's allowance for loan losses:

(In Thousands)

Balance, September 30, 1997 $2,379
Charge-offs 39
Transfers to real estate owned 328
Recoveries 5
Additions charged to operations 35

Balance, December 31, 1997 $ 2,052

Based on currently available information, managdrbetieves that the allowance for loan losses exjadte to absorb potential losses in the
portfolio. Future additions to the allowance foafolosses may become necessary based upon chaegmgmic conditions, increased loan
balances or changes in the underlying collater¢éh@foan portfolio.

RESULTS OF OPERATIONS

General. Net income for the three months ended mbee 31, 1997 increased $36,000, or 3.8%, to $88%@m $953,000 during the same
period in 1996. The increase in net income is duantincrease in net interest income as a reshligbier balances in average net earning
assets during 1997 compared to the same periqorév@us year. In addition, noninterest income@ased during the 1997 period as a result
of gains on sale of securities available for sale.

Interest and Dividend Income. Total interest andd#ind income for the three months ended Decemhbet @7 increased by $589,000, or
8.1%, to $7.89 million, compared to $7.31 milliomrithg the same period in 1996. The increase isdaehigher average balance in interest
earning assets during the 1997 period comparduetprevious year resulting from increased purchatescurities available for sale and the
origination and purchase of loans.

Interest Expense. Total interest expense for treetmonths ended December 31, 1997 increased @y® or 9.9%, to $4.71 million from
$4.29 million during the same period in 1996. Theréase in interest expense reflects a higher gedralance in deposit accounts during the
1997 period due to internal growth of the depositfplio. In addition, the increase in interest erpe for 1997 reflects increased balances of
Federal Home Loan Bank advances used to fund thmation and purchase of loans and the purchaseairities available for sale.

Net Interest Income. Net interest income incredsefl165,000, or 5.5%, to $3.18 million for the #rmaonths ended December 31, 1¢

from $3.02 million for the same period in 1996. Therease in net interest income is due to thealvielcrease in net earning assets between
the comparable periods, which resulted from in@eds average balances held in the loan portfaicbthe portfolio of securities available
sale.



Provision for Loan Losses. For the three monthgueended December 31, 1997, the provision for losses increased $5,000, or 16.7%, to
$35,000 from $30,000 for the same period in 199 ificrease reflects management's belief, baseelMigw of historic loan losses, current
economic conditions, the level of non-performingrie and other factors, that this level of providmmioan losses, and the resulting increase
in the allowance for loan losses, provides an ad&gieserve against potential losses from the poatfolio.

Non-Interest Income. Non-interest income increase@8iy,000, or 20.0%, to $489,000 for the three moattded December 31, 1997, from
$408,000 for the same period in 1996. The incrgasen-interest income reflects the gain on safeseourities available for sale, which was
partially offset by a decrease in brokerage comiomssas a result of a decline in sales of altevedtivestment products through the
Company's investment brokerage subsidiary.

Nor-Interest Expense. Non-interest expense increab4t,$00, or 7.8%, to $1.95 million for the threentits ended December 31, 1997,
from $1.81 million for the same period in 1996. Therease in non-interest expense primarily refl¢lce operation of an additional office
facility that opened for operation in Des Moineasya during 1997. The increase was partially offsethe effect of reduced deposit insurance
premiums during 1997.

Income Tax Expense. Income tax expense increase@®®B or 10.3%, to $693,000 for the three monttded December 31, 1997, from
$628,000 for the same period in 1996. The increadae to the higher level of taxable income betwtse comparable periods.

LIQUIDITY AND CAPITAL RESOURCES

The Company's primary sources of funds are depdgitsowings, principal and interest payments am§) investments and mortgage-backed
securities, and funds provided by operations. Wétleeduled payments on loans, mortgage-backeditsesand short-term investments are
relatively predictable sources of funds, deposiv and early loan repayments are greatly influétigegeneral interest rates, economic
conditions and competition.

Federal regulations require First Federal to maintanimum levels of liquid assets. Currently, FiFederal is required to maintain liquid
assets of at least 4% of the average daily balahoet withdrawable savings deposits and borrowjpmgble on demand in one year or less
during the preceding calendar quarter. Liquid asketpurposes of this ratio include cash, certiane deposits, U.S. Government,
government agency and corporate securities andaitiins, unless otherwise pledged. First Fedemahbsdorically maintained its liquidity

ratio at levels in excess of those required. FHesteral's regulatory liquidity ratios at Decembgr 3997 and September 30, 1997, were 11.8%
and 9.8%, respectively.

The Company uses its capital resources principaliyeet ongoing commitments to fund maturing degtes of deposits and loan
commitments, to maintain liquidity and to meet @tigrg expenses. At December 31, 1997, the Compadybmmitments to originate and
purchase loans totalling $27.7 million. The Comphalfeves that loan repayment and other sourcémdf will be adequate to meet its
foreseeable sh¢- and loni-term liquidity needs



Regulations require First Federal to maintain minimamounts and ratios of tangible capital and Eyercapital to average assets, and risk-
based capital to risk-weighted assets. The follgwable sets forth First Federal's actual capitdl r@quired capital amounts and ratios at
December 31, 1997 which, at that date, exceedecdathiéal adequacy requirements:

Minimum
Requirement
Minimum To Be Well
Requirement Capitalized Under
For Capital Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount % Amount % Amount %

(Dollars in Thousands)
Total Capital (to risk

weighted assets) $32,013 14.3% $17,896 8.0% $22,370 10. 0%
Tier | (Core) Capital (to

risk weighted assets) $30,545 13.7% $ 8,948 4.0% $13,422 6. 0%
Tier | (Core) Capital (to

adjusted total assets) $30,545 8.4% $10,901 3.0% N/A N/ A
Tangible Capital (to

adjusted total assets) $30,545 8.4% $5,451 1.5% N/A N/ A
Tier | (Core) Capital

(to average assets) $30,545 8.4% $14,492 4.0% $18,115 5. 0%

Regulations require Security to maintain minimunoants and ratios of total risk-based capital aret Ticapital to riskweighted assets an
leverage ratio consisting of Tier 1 capital to @ggr assets. The following table sets forth Secsritgtual capital and required capital amounts
and ratios at December 31, 1997 which, at that, éxtseeded the capital adequacy requirements:

Minimum
Requirement
Minimum To Be Well
Requirement Capitalized Under
For Capital Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount % Amount % Amount %

(Dollars in Thousands)
Total Capital (to risk

weighted assets) $3,837 14.9% $2,067 8.0% $2,584 10. 0%
Tier | Capital (to risk

weighted assets) $3,512 13.6% $1,033 4.0% $1,550 6. 0%
Tier | Capital

to average assets , 2% , .0% , . b
$3,512  10.2% $1,372 4.0% $1,715 5 0%



The Federal Deposit Insurance Corporation ImproverAet of 1991 (FDICIA) established five regulatargpital categories and authorized
the banking regulators to take prompt correctii@maavith respect to institutions in an undercapitsd category. At December 31, 1997, F
Federal and Security exceeded minimum requirenfentse well-capitalized category.

The Year 2000 | ssue

The Company is aware of the issues associatedtétprogramming code in existing computer systesrth@ Year 2000 approaches. The
"Year 2000" problem will affect virtually every cqoater operation in some way by the rollover ofttlue digit value to 00. The issue is
whether computer systems will properly recognizee-gnsitive information when the year change9@02Systems that do not properly
recognize such information could generate erronéats or cause a system to fail.

The Company recognizes the need to ensure its topesavill not be adversely impacted by Year 206flvgare failures. The Company has
established a process for evaluating and manabangsks associated with this issue. An assessai¢hé Year 2000 compliance of the
Company's computer systems has been completed.dlde af material concern were identified as a tesuhis assessment. The Company is
requiring its computer systems and software venttorepresent that their products are, or willYoear 2000 compliant, and has planned a
program for testing of compliance. The financiapant to the Company and its financial positionesults of operations can be not be
estimated as of December 31, 19



Part I. Financial Information

Item 3. Quantitative and Qualitative Disclosure AbMarket Risk

Market Risk

The Company is exposed to the impact of interdstahanges and changes in the market value ohiestments.

The Company currently focuses lending efforts taln@niginating and purchasing competitively priceljuatable-rate loan products and fixed-
rate loan products with relatively short terms tatanity, generally 15 years or less. This allows @ompany to maintain a portfolio of loans
which will be sensitive to changes in the leveiniérest rates while providing a reasonable sptedle cost of liabilities used to fund the
loans.

The Company's primary objective for its investmgumitfolio is to provide the liquidity necessarynmet loan funding needs. This portfolio is
used in the ongoing management of changes to thgp@ay's asset/liability mix, while contributing peofitability through earnings flow. Tt
investment policy generally calls for funds to heasted among various categories of security tgpesmaturities based upon the Company's
need for liquidity, desire to achieve a proper hatabetween minimizing risk while maximizing yiettie need to provide collateral for
borrowings, and to fulfill the Company's assetilifopmanagement goals.

The Company's cost of funds responds to changeseirest rates due to the relatively short-ternureadf its deposit portfolio. Consequently,
the results of operations are generally influenmgthe levels of short-term interest rates. The gamy offers a range of maturities on its
deposit products at competitive rates and monttesnaturities on an ongoing basis.

The Company emphasizes and promotes its savinggymoarket, demand and NOW accounts and, subjecatket conditions, certificates
of deposit with maturities of six months througbefiyears, principally from its primary market aréae savings and NOW accounts tend to
be less susceptible to rapid changes in interéss.ra

In managing its asset/liability mix, the Companytimes, depending on the relationship between-lang short-term interest rates, market
conditions and consumer preference, may place sbiatayveater emphasis on maximizing its net interesgin than on strictly matching the
interest rate sensitivity of its assets and lisiedi Management believes that the increased petrie which may result from an acceptable
mismatch in the actual maturity or repricing ofatset and liability portfolios can, during periadgieclining or stable interest rates, provide
sufficient returns to justify the increased expestar sudden and unexpected increases in intetestwdiich may result from such a misma
The Company has established limits, which may cadram time to time, on the level of acceptableiast rate risk. There can be no
assurance, however, that in the event of an adebi@age in interest rates the Company's efforisnibinterest rate risk will be successful.

Net Portfolio Value The Company uses a Net Podfdlalue ("NPV") approach to the quantification ofarest rate risk. This approa
calculates the difference between the present wle&pected cash flows from assets anc



present value of expected cash flows from lialk#itias well as cash flows from off-balance sheetraots. Management of the Company's
assets and liabilities is performed within the eahbf the marketplace, but also within limits déditthed by the Board of Directors on the
amount of change in NPV which is acceptable givenain interest rate changes.

Presented below, as of December 31, 1997, is dysiémaf the Company's interest rate risk as meashy changes in NPV for an
instantaneous and sustained parallel shift in tblkel gurve, in 100 basis point increments, up amdrd200 basis points. As illustrated in the
table, the Company's NPV is more sensitive to gisate changes than declining rates. This occumsapily because, as rates rise, the market
value of fixed-rate loans declines due both tortiie increase and the related slowing of prepaysn&vihen rates decline, the Company does
not experience a significant rise in market valuetfiese loans because borrowers prepay at rdiatiigher rates. The value of the
Company's deposits and borrowings change in appairily the same proportion in rising and fallinteracenarios.

At December 31, 1997

Change in Interest Rate Board Limit
(Basis Points) % Change $ Change % Change
(Dolla rs in Thousands)
+200 bp (40)% $( 8,320) (19.2%)
+100 bp (25) (4,278) (9.8)
0 bp - -
- 100 bp (20) 4,632 10.7
- 200 bp (15) 9,603 22.1

Certain shortcomings are inherent in the methoahalysis presented in the foregoing table. For gak@nalthough certain assets and liabili
may have similar maturities or periods to repricithggy may react in different degrees to chang@sarket interest rates. Also, the interest
rates on certain types of assets and liabilitieg fluetuate in advance of changes in market intaaes, while interest rates on other types
may lag behind changes in market rates. Additigna#rtain assets such as adjustable-rate mortgags, have features which restrict
changes in interest rates on a short-term basiswagrdthe life of the asset. Further, in the ewdra change in interest rates, prepayments and
early withdrawal levels would likely deviate frofmose assumed in calculating the tables. Finally afhility of some borrowers to service tt
debt may decrease in the event of an interestnatease. The Company considers all of these faatamonitoring its exposure to interest

rate risk.



FIRST MIDWEST FINANCIAL, INC.
PART Il - OTHER INFORMATION
FORM 10-Q
Item 6. Exhibits and Reportson Form 8-K
(a) Exhibits: None
(b) Reports on Form 8-K:
First Midwest filed Form 8-K dated November 24, T98 report an increase in the Company's regulartguy cash dividend.

All other items have been omitted as not requinedad applicable under the instructio



FIRST MIDWEST FINANCIAL, INC.
SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causisdeport to be signed on its behalf by
undersigned thereunto duly authorized.

FIRST MIDWEST FINANCIAL, INC.

Date: February 12, 1998 By: /sl Janes S. Haahr

James S. Haahr, Chairman of the Board,
Presi dent and Chi ef Executive O ficer

Date: February 12, 1998 By: /'s/ Donald J. Wnchell

Donald J. Wnchell, Vice President,
Treasurer and Chief Financial Oficer



ARTICLE9

PERIOD TYPE 3 MOS
FISCAL YEAR END SEP 30 199
PERIOD END DEC 31 199
CASH 1,054,49.
INT BEARING DEPOSITS 8,009,622
FED FUNDS SOLLC 11,099,11
TRADING ASSETS 0
INVESTMENTS HELD FOR SALE 111,968,88
INVESTMENTS CARRYING 0
INVESTMENTS MARKET 0
LOANS 255,274,75
ALLOWANCE 2,051,90
TOTAL ASSETS 407,591,53
DEPOSITS 259,347,83
SHORT TERM 50,258,33
LIABILITIES OTHER 3,990,22!
LONG TERM 49,873,16
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 29,58(
OTHER SE 44,092,39
TOTAL LIABILITIES AND EQUITY 407,591,53
INTEREST LOAN 5,751,83
INTEREST INVEST 2,142 ,90:
INTEREST OTHER 0
INTEREST TOTAL 7,894,73.
INTEREST DEPOSIT 3,222,79!
INTEREST EXPENSE 4,712,63!
INTEREST INCOME NET 3,182,09!
LOAN LOSSES 35,00(
SECURITIES GAINS 114,13¢
EXPENSE OTHEF 1,954,05
INCOME PRETAX 1,682,14.
INCOME PRE EXTRAORDINARY 989,05!
EXTRAORDINARY 0
CHANGES 0
NET INCOME 989,05!
EPS PRIMARY .38
EPS DILUTED .3€
YIELD ACTUAL 0
LOANS NON 1,493,14
LOANS PAST 0
LOANS TROUBLED 0
LOANS PROBLEM 1,938,01!
ALLOWANCE OPEN 2,379,09.
CHARGE OFF¢< 367,38
RECOVERIES 5,20(
ALLOWANCE CLOSE 2,051,90
ALLOWANCE DOMESTIC 1,963,23
ALLOWANCE FOREIGN 0
ALLOWANCE UNALLOCATED 88,66¢
End of Filing
Powerad By I.IHIJ\L[}E -
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