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Part I. Financial Information
Part Il. Financial Statements

FIRST MIDWES T FINANCIAL, INC.
AND SU BSIDIARIES
Consolidated Bala nce Sheets (Unaudited)
December 31, 1999 September 30, 1 999

Assets
Cash and due from banks ......ccccoceeeevvveeeeeees $ 1,713,775 $ 1,165,895
Interest-bearing deposits in other financial instit utions -

short-term (cost approximates market value) .... L 6,314,071 4,208,016

Total cash and cash equivalents ............ ... 8,027,846 5,373,911

Securities available for sale, amortized cost of

$179,436,747 and $182,503,668 ........c.cceeeee. e 172,270,777 178,489,030
Loans receivable - net of allowances of $3,078,125 and $3,092,628 305,954,860 303,078,500
Foreclosed real estate, net 248,773 142,901
Accrued interest receivable 4,573,590 5,046,234
Federal Home Loan Bank stock, at cost ............. 8,125,800 8,125,800

4,898,863 4,770,056
4,041,650 4,132,883

Premises and equipment, net .......................
Excess of cost over net assets acquired ...........

Other assets ......coccvvvvvviiiiiiiiieeeeeeeen 3,195,568 2,053,437

Total ASSEtS .cccvveeeeccieeeeeeieee e, $511,337,727  $511,212,752
Liabilities and Shareholders' Equity

Liabilities

DEPOSILS wooovviiiiiieiie e e, $313,908,444  $ 304,779,921
Advances from Federal Home Loan Bank .............. . 153,092,101 161,348,071
Securities sold under agreements to repurchase .... 2,780,922 3,020,951
Advances from borrowers for taxes and insurance ... 511,208 422,593
Accrued interest payable ..........ccccccoeeeen. 884,579 875,365
Other liabilities ........ccccceeevvivieeeeennnn. 1,669,636 995,103

Total Liabilities ...........cocceeeeeec.. 472,846,890 471,442,004




Shareholders' Equity

Preferred stock, 800,000 shares authorized, no shar es
issued or outstanding .......cccccceeeeeeeees L -- --
Common stock, $.01 par value, 5,200,000 shares auth orized,
2,957,999 shares issued and 2,534,573 shares out standing
at December 31, 1999; 2,957,999 shares issued an d
2,507,073 shares outstanding at September 30, 19 99 .. 29,580 29,580
Additional paid-in capital .........cccooeeeeeeeee 21,068,861 21,305,937
Retained earnings - substantially restricted ...... ... 29,789,754 29,352,943
Accumulated other comprehensive income (loss), net of tax
benefit of $2,665,987 at December 31, 1999 and $ 1,494,005
at September 30, 1999 ......ccocoviiiiiiieeee e (4,499,983) (2,520,633
Unearned Employee Stock Ownership Plan shares ..... ... (117,175) (167,200
Treasury stock, 423,426 and 450,926 common shares, at cost ...... (7,780,200) (8,229,879
Total Shareholders' Equity .......ccco.. L 38,490,837 39,770,748
Total Liabilities and Shareholders' Equity ... $511,337,727  $511,212,752

—— —

The accompanying notes are an integral part oktfinancial statement



FIRST MIDWEST FINANCIAL,
AND SUBSIDIARIES
Consolidated Statements of Income

Interest and Dividend Income:
Loans receivable
Securities available for sale
Dividends on Federal Home Loan Bank stock

Total interest and dividend income
Interest Expense:

Deposits
FHLB advances and other borrowings

Total interest expense

Net interest income

Provision for loan losses

Net interest income after provision for loan losses

Noninterest income:
Loan fees and deposit service charges
Gain on sales of securities available for sa
Gain on sales of foreclosed real estate, net
Brokerage commissions
Other income

Total noninterest income

INC.

(Unaudited)

Three Months Ended
December 31,

1999

$6,270,059
3,003,825
130,886

9,404,770

3,729,522
2,181,955

3,493,293

325,000

3,168,293

310,617
le, net --
3,432
36,860
62,274

1998

$6,031,456
2,630,636
99,032

8,761,124

3,647,421
1,694,836

3,418,867

243,000

3,175,867

359,547
22,110
11,771

14,914

39,689



Noninterest expense:

Employee compensation and benefits 1,374,296 1,226,791
Occupancy and equipment expense 297,148 283,171
Federal deposit insurance premium 38,992 34,967
Data processing expense 100,277 97,966
Other expense 472,500 464,243
Total noninterest expense 2,283,213 2,107,138

Income before income taxes 1,298,263 1,516,760

Income tax expense 533,583

Net income

Earnings per common and common equivalent share:

Basic earnings per common share $ 031 $ 037

Diluted earnings per common share $ 030 $ 0.36

The accompanying notes are an integral part oktheasolidated financial statemer



FIRST MIDWEST FINANCIA
AND SUBSIDIARIE
Consolidated Statements of Comprehensive

Net income
Other comprehensive income (loss):
Net change in net unrealized gains and loss

securities available for sale
Less deferred income tax expense (benefit)

Total other comprehensive income (loss)

Comprehensive income (loss)

L, INC.
S

Income (Loss) (Unaudited)

Three Months Ended
December 31,

1999

$ 764,680

es on
(3,151,332)
(1,171,982)

$(1,214,670)

1998

$ 908,517

(960,277)
(357,341)

$ 305,581

The accompanying notes are an integral part oktheasolidated financial statemer



Consolidated Stateme
For the

Co
St

Balance at September 30, 1999 $29

7,500 common shares committed to be
released under the ESOP

Cash dividends declared on common
stock ($0.13 per share)

Purchase of 5,000 common shares of
treasury stock

Issuance of 32,500 common shares from
treasury stock due to exercise of stock
options

Amortization of management recognition
and retention plan common shares and
tax benefits of restricted stock under the
plans

Net change in net unrealized losses on
securities available for sale, net of
income tax benefit of $1,171,982

Net income for the three months ended
December 31, 1999

Balance at December 31, 1999 $29

FIRST MIDWEST FINANCIAL, INC.

AND SUBSIDIARIES
nts of Changes in Shareholders' Equity (Unaudited)
Three Months Ended December 31, 1999

Unearned
Accumulate d Employee
Other Stock
Additional Comprehensiv e  Ownership
mmon Paid-In Retained  Income (Lo ss), Plan
ock Capital Earnings  Net of Tax Shares
,580 $21,305,937 $29,352,943 $(2,520,6 33) $(167,200)
- 43,716 - - 50,025
- - (327,869) - -
- (289,262) - - -
- 8,470 - - -
- - - (19793 50) -
- - 764,680 - -

580 $21,068,861 $29,789,754 $(4,499,9 83) $(117,175)




Total

Tr easury  Shareholders'
Stock Equity
Balance at September 30, 1999 $(8 ,229,879) $ 39,770,748

7,500 common shares committed to be
released under the ESOP -- 93,741

Cash dividends declared on common
stock ($0.13 per share) - (327,869)

Purchase of 5,000 common shares of
treasury stock (56,250) (56,250)

Issuance of 32,500 common shares from
treasury stock due to exercise of stock
options 505,929 216,667

Amortization of management recognition
and retention plan common shares and
tax benefits of restricted stock under the
plans -- 8,470

Net change in net unrealized losses on
securities available for sale, net of

income tax benefit of $1,171,982 -- (1,979,350)
Net income for the three months ended

December 31, 1999 -- 764,680
Balance at December 31, 1999 $(7 ,780,200) $ 38,490,837

The accompanying notes are an integral part oktheasolidated financial statemer



FIRST MI DWEST FINANCIAL, INC.
A ND SUBSIDIARIES
Consolidated State ments of Cash Flows (Unaudited)

Three Months Ended December 31,
1999 1998
Cash flows from operating activities:
Net income $ 764680 $ 908,517

Adjustments to reconcile net income to net cas

h from operating activities:

Depreciation, amoritization and accretion, net 513,308 347,954
Provision for loan losses 325,000 243,000
Gain on sales of securities available for s ale, net -- (22,110)
Gain on sales of foreclosed real estate, ne t (3,432) (11,771)
Proceeds from sales of loans held for sale 65,600 -
Originations of loans held for sale (65,600) -
Net change in accrued interest receivable 472,644 (244,527)
Net change in other assets 29,851 22,458
Net change in accrued interest payable 9,214 (58,652)
Net change in accrued expenses and other li abilities 674,533 1,022,530
Net cash from operating activities 2,785,798 2,207,399
Cash flows from investing activities:
Purchase of securities available for sale - (62,893,382)
Purchase of Federal Home Loan Bank stock -- (1,304,500)
Proceeds from sales of securities available fo r sale - 1,022,110
Proceeds from maturities and principal repayme nts of
securities available for sale 2,960,760 2,953,962
Net change in loans receivable 10,917,556 6,209,302
Loans purchased (14,383,504) (2,713,941)
Proceeds from sales of foreclosed real estate 52,927 1,057,872
Purchase of premises and equipment, net (233,289) (80,308)
Net cash from investing activities (685,550) (55,748,885)
Cash flows from financing activities:
Net change in noninterest-bearing demand, savi ngs, NOW, and
money market demand deposits 3,298,989 12,856,273
Net change in other time deposits 5,829,534 (3,214,700)
Proceeds from advances from Federal Home Loan Bank 223,750,000 174,800,000
Repayments of advances from Federal Home Loan Bank (232,005,970) (127,617,682)
Net change in securities sold under agreements to repurchase (240,029) (1,405,000)
Net change in other borrowings - (350,000)
Net change in advances from borroweres for tax es and insurance 88,615 61,641
Cash dividends paid (327,869) (324,877)
Proceeds from the exercise of stock options 216,667 53,334
Purchase of treasury stock (56,250) (790,500)
Net cash from financing activities 553,687 54,068,489



Net change in cash and cash equivalents 2,653,935 527,003

Cash and cash equivalents at beginning of period 5,373,911 6,727,444
Cash and cash equivalents at end of period $ 8,027,846 $ 7,254,447
Supplemental schedule of non-cash investing and fin ancing activities:

Loans transferred to foreclosed real estate $ 155367 $ 133,934

The accompanying notes are an integral part oktheasolidated financial statemer



FIRST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES

Notesto Consolidated Financial Statements (Unaudited)
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 circumstaneeshould be read in conjunction with the Compacgissolidated financial statements,
and notes thereto, for the year ended Septembér930,

2. EARNINGS PER SHARE

Basic earnings per share is based on net inconediby the weighted average number of sharesamatistg during the period. Diluted
earnings per share shows the dilutive effect oftemiéhl common shares issuable under stock options.

A reconciliation of the numerators and denominatmed in the basic earnings per common share andiltited earnings per common share
computations for the three months ended Decemhet@0 and 1998 is presented below.

Three Months Ended
December 31,

1999 1998
Basic Earnings Per Common Share:
Numerator:
Net Income $ 764,680 $ 908,517
Denominator:
Weighted average common
shares outstanding 2,513,214 2,512,734
Less: Weighted average
unallocated ESOP shares (22,580) (52,580)
Weighted average common shares
outstanding for basic earnings
per share 2,490,634 2,460,154

Basic earnings per common share $ 0.31 $ 037




Three Months Ended
December 31,

1999 1998
Diluted Earnings Per Common Share:
Numerator:
Net Income $ 764,680 $ 908,517

Denominator:
Weighted average common

shares outstanding for basic

earnings per common share 2,490,634 2,460,154
Add: Dilutive effects of assumed

exercises of stock options and

nonvested MRRP shares, net of

tax benefits 51,394 88,721

Weighted average common and
dilutive potential common

shares outstanding 2,542,028 2,548,875

Diluted earnings per common share $ 030 $ 0.36

3. COMMITMENTS

At December 31, 1999 and September 30, 1999, thep@oy had outstanding commitments to originatepandhase loans totaling $21.5

million and $33.2 million, respectively, excludingdisbursed portions of loans in process. It isetgd 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, 1999, comp:

to September 30, 1999, and the consolidated resfuligerations for the three months ended Dece®bet999, compared to the same period
in 1998. This discussion should be read in conjanawith the Company's consolidated financial steets, and notes thereto, for the year
ended September 30, 1999.

FINANCIAL CONDITION

Total assets increased by $125,000, or .02%, frobl £ million at September 30, 1999, to $511.3iamlkt December 31, 1999. The incre
was attributable to an increase in the Companyh aad cash equivalents and an increase in net tearivable. These increases were offset
by a decline in the portfolio of securities avaitafor sale. The deposit portfolio increased byl$8illion and were used to reduce advances
from the Federal Home Loan Bank.

Cash and cash equivalents increased $2.6 millio#8d.%, to $8.0 million at December 31, 1999, fi$54 million at September 30, 1999.
The increase was due in part to the accumulatidig@i funds for use as needed to address custoarmeerns arising from the rollover to
year 2000. The use of such funds was minimal ansesjuent to December 31, 1999, balances weraeetto normal operating leve

The portfolio of securities available for sale daged $6.2 million, or 3.5%, to $172.3 million adember 31, 1999, from $178.5 million at
September 30, 1999. The decrease was the resulitofities and principal repayments received onstes during the period and,
additionally, was due to adjustment of the carryafiie of securities available for sale to marladtig at the end of the period in accordance
with SFAS 115.

The portfolio of net loans receivable increased®By million, or 1.0%, to $306.0 million at Decemi34, 1999, from $303.1 million at
September 30, 1999. The increase was due to irg@asingle- and multi-family residential mortgdgans and commercial real estate loans
totaling $9.9 million during the period. This inese was partially offset by a seasonal decreaagrioultural loans totaling $3.5 million anc
decrease in commercial operating loans of $3.4anil



Deposit balances increased by $9.1 million, or 3.@4313.9 million at December 31, 1999, from $804illion at September 30, 1999. The
increase in deposit balances resulted from incssiasehecking accounts, money market accounts ariificates of deposit, which increased
by $3.6 million, $222,000 and $5.8 million, respeely. This increase is the result of the Compangistinued emphasis on promoting
transaction accounts, which generally carry a lowtarest cost, and cross-marketing into other digpooducts. The increase was partially
offset by a decrease in savings accounts in thauatrad $476,000.

The balance in advances from the Federal Home Baak of Des Moines (FHLB) decreased by $8.2 million5.1%, to $153.1 million at
December 31, 1999 from $161.3 million at Septen3®r1999. The decrease in FHLB advances resulted fepayments using funds
generated by deposit portfolio growth and matwitied principal repayments received on the poetfolisecurities available for sale.

Total shareholders' equity decreased $1.3 milliorg.3%, to $38.5 million at December 31, 1999 fi$89.8 million at September 30, 1999.
The decrease in shareholders' equity was dueittceemse in unrealized loss on securities availableale in accordance with SFAS 115, the
purchase of treasury stock, and the payment of diaglends to shareholders in an aggregate ambahekceeded net earnings during the
period.

NON-PERFORMING ASSETSAND ALLOWANCE FOR LOAN LOSSES

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 following table sets forth the Company's loatirdjuencies by type, before allowance for loarsdss by amount and by percentage of
type at December 31, 1999. At December 31, 198 dalelinquent 30 days and over totaled 2.38%taf imans as compared to 1.59% at
September 30, 1999.

Loans Delinquent For:

30-59 Da ys 60-89 Days 9 0 Days and Over
Percent Percent Percent
of of of
Number Amount Category Number Amount Category Number Amount Category

(Dollars in Thousands)

Real Estate:
One-to-four family 10 $ 337 0.31% 5 $ 195 0.18% 4 $ 102 0.09%
Commercial and multi-family 1 1,688 1.77 2 1,122 1.8 2 584 0.61
Agricultural real estate 2 38 0.41 0 0 0.00 1 70 0.76
Consumer 22 237 1.01 11 75 0.32 9 57 0.24
Agricultural operating 12 581 2.20 1 53 0.20 9 1,539 5.83
Commercial business 9 381 1.44 5 104 0.39 9 192 0.72

Total 56 $ 3,262 1.06% 24 $1,549 0.50% 34 $2,544  0.82%



At December 31, 1999, commercial and multi-faméglrestate loans delinquent 30 days and over tb&de! million, or 1.10% of the total
loan portfolio as compared to $1.5 million, or @&0f total loans at September 30, 1999. Multi-fgnaihd commercial real estate loans
generally present a higher level of risk than losesured by one- to four-family residences. Theatgr risk is due to several factors,
including the concentration of principal in a liedt number of loans and borrowers, the effect oEg@reconomic conditions on income
producing properties and the increased difficuftgwaluating and monitoring these types of loart®e majority of the Company's delinquent
commercial and multi-family real estate loans hlbagen purchased as participations with other lendegesserviced by other lenders and are
secured by properties outside the Company's prirmanket area. These loans are being closely mawitoy management, however, there
be no assurance that all loans will be fully cdilge.

At December 31, 1999, agricultural operating lodaknquent 30 days and over totaled $2.2 milliar).@0% of the total loan portfolio as
compared to $501,000, or 0.16% of total loans pteSeber 30, 1999. Agricultural lending involvesraager degree of risk than one- to four-
family residential mortgage loans because of theally larger loan amounts. In addition, paymesmdoans are dependent on the successful
operation or management of the farm property sagutie loan or for which an operating loan is zéifl. The success of the loan may also be
affected by factors outside the control of the agtural borrower, such as the weather and gradhliaestock prices. Although management
believes the Company's portfolio of agriculturalrestate and operating loans is well structuretlsalequately secured, there can be no
assurance that all loans will be fully collectik



The table below sets forth the amounts and categofinon-performing assets in the Company's laatigho. Foreclosed assets include
assets acquired in settlement of loans.

De cember 31, 1999 September 30, 1999

(Dollars in Thousands)
Non-accruing loans:

One-to four family $ 102 $ 613
Commercial and multi-family 584 1,055
Agricultural real estate 70 70
Consumer 51 140
Agricultural operating 115 285
Commercial business 103 75
Total non-accruing loans 1,025 2,238
Accruing loans delinquent 90 days or more 1,519 -
Total non-performing loans 2,544 2,238
Foreclosed assets:
One- to four family 196 94
Commercial real estate 38 -
Consumer 15 24
Commercial Business - 25
Total foreclosed assets 249 143

Less: Allowance for losses - -

Total foreclosed assets, net 249 143
Total non-performing assets $2,793 $2,381
Total as a percentage of total assets 0.55% 0.47%

For the three months ended December 31, 1999, gnesest income which would have been recordedthadon-accruing loans been
current in accordance with their original terms amted to approximately $15,000 of which none watuitied in interest income.

Other Loans of Concern. At December 31, 1999, theme loans totaling $4.0 million not included frettable above where known
information about possible credit problems of baees caused management to have concern as toilityg @ftthe borrower to comply with
the present loan repayment terms. This amount siekof eleven one- to four-family residential restiate loans totaling $545,000, five
commercial business loans totaling $1.3 millioghé®en consumer loans totaling $165,000, and renedgricultural loans totaling $2.0
million. At September 30, 1999, other loans of mmndotaled $3.9 millior



Classified Assets. Federal regulations providdtierclassification of loans and other assets dsstandard", "doubtful” or "loss", based on
the level of weakness determined to be inheretitércollection of the principal and interest. Wheans are classified as either substanda
doubtful, the Company may establish general allmgarior loan losses in an amount deemed prudemtamagement. General allowances
represent loss allowances which have been estalilishrecognize the inherent risk associated \eitidihg activities, but which, unlike
specific allowances, have not been allocated toqouder problem loans. When assets are classifiddss, the Company is required either to
establish a specific allowance for loan losses kemgub00% of that portion of the loan so classifiedto charge-off such amount. The
Company's determination as to the classificatioitsdbans and the amount of its valuation allovesnare subject to review by its regulatory
authorities, who may require the establishmenudaitaonal general or specific loss allowances.

On the basis of management's review of its loadsodimer assets, at December 31, 1999, the Commahylassified a total of $4.7 million of
its assets as substandard, $46,000 as doubtful@relas loss as compared to classifications atBdyetr 30, 1999 of $5.9 million
substandard, $142,000 doubtful and none as loss.

Allowance for Loan Losses. The Company establigisggrovision for loan losses, and evaluates tlezjadcy of its allowance for loan losses
based upon a systematic methodology consistingnofh@ber of factors including, among others, histtoss experience, the overall level of
non-performing loans, the composition of its loamtfwlio and the general economic environment witivhich the Bank and its borrowers
operate.

Current economic conditions in the agriculturalteeof the Company's market area indicate potent@&kness due to historically low
commodity prices. Price levels for grain crops nelstock have generally been depressed since 888:1Livestock prices have recovered to
some extent, but are still relatively low. Graiogiprices remain at historically low levels and ao¢ expected to increase significantly in the
near term. The agricultural economy is accustornemtmmodity price fluctuations and is generallyeatol handle such fluctuations without
significant problem. Although the Company under@siits agricultural loans based on the current lelveommaodity prices, an extended
period of low commaodity prices could result in weaks in the agricultural loan portfolio that coaftdate a need for the Company to increase
its allowance for loan losses through increasedggsato the provision for loan losses.

At December 31, 1999, the Company has establishedl@vance for loan losses totaling $3.1 millidhe allowance represents
approximately 121% of the total r-performing loans at December 31, 1999 as compar&88% at September 30, 19!



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

(In Thousands)

Balance, September 30, 1999 $ 3,093
Charge-offs (372)
Recoveries 32
Additions charged to operations 325

Balance, December 31, 1999 $3,078

Based on currently available information, managdrbetieves the allowance for loan losses is adequeabsorb currently anticipated losses
in the portfolio. Future additions to the allowarioeloan losses may become necessary based upogioly economic conditions, increased
loan balances or changes in the underlying coliterthe loan portfolio.

RESULTS OF OPERATIONS

General. For the three months ended December 39, 118 Company recorded net income of $765,00Qeoed to net income of $909,000
for the same period in 1998. The decrease in wenie reflects an increase in the charge to praviioloan losses, a decrease in noninterest
income from loan fees, and an increase in emplogegensation and benefits expense during the 1888cb Net income was positively
affected by an increase in net interest income.

Interest and Dividend Income. Total interest andd#ind income for the three months ended Decemhbet @9 increased by $644,000, or
7.4%, to $9,405,000, compared to $8,761,000 duhiegsame period in 1998. The increase was dugt®hinterest earning asset balances
during the 1999 period compared to the previous gea result of increased purchases of secuaitiaitable for sale and the increased
origination and purchase of loans.

Interest Expense. Total interest expense for treetmonths ended December 31, 1999 increased 1®GE8E or 10.7%, to $5,911,000 from
$5,342,000 during the same period in 1998. Theels® in interest expense reflects a higher avér@geace in deposit accounts during the
1999 period due to internal growth of the depositfplio. In addition, the increase reflects incged balances in Federal Home Loan Bank
advances used to fund the purchase of securitekble for sale and the origination and purchddeams.

Net Interest Income. Net interest income incredsefi74,000, or 2.2%, to $3,493,000 for the threatm®ended December 31, 1999 fr
$3,419,000 for the same period in 1998. The iner@aset interest income was due to the overatkiage in net interest earning assets
between the comparable periods and was partidbgbby a reduction in the spread between intexasting assets and interest-bearing
liabilities.

Provision for Loan Losses. For the three monthqokended December 31, 1999, the provision for loases was $325,000 compared to
$243,000 for the same period in 1998. ManagemdigMas that, based on a detail review of the loartfplio, historic loan losses, current
economic conditions, and other factors, the cureargl of provision for loan losses, and the rasgltevel of the allowance for loan losses,
reflects an adequate reserve against currentlgipated losses from the loan portfol



Noninterest Income. Noninterest income decrease®Bby000, or 7.8%, to $413,000 for the three moatided December 31, 1999, fr
$448,000 for the same period in 1998. The decnesdgets the lower collection of fees from the aragion, purchase and prepayment of
loans, and lower gains on the sales of securitiadable for sale and foreclosed real estate dutiegperiod.

Noninterest Expense. Noninterest expense increbEes000, or 8.4%, to $2,283,000 for the three imophded December 31, 1999, fr
$2,107,000 for the same period in 1998. The iner@asoninterest expense reflects a $148,000 iser@aemployee compensation and
benefits expense primarily due to the additionerspnnel and the upgrade of expertise in existogitipns to support current and anticipated
growth of the Company.

Income Tax Expense. Income tax expense was $53#00@e three months ended December 31, 1999rapaed to $608,000 for the same
period in 1998. The decrease in income tax expefrts the decrease in the level of taxable irebetween the 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, depositvB and early loan repayments are greatly influemgegeneral 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 ask®tpurposes of this ratio include cash, certiane deposits, U.S. Government,
government agency and corporate securities andaitiins, unless otherwise pledged. First Fedemahfsdorically maintained its liquidity
ratio at levels in excess of those required. FHesteral's regulatory liquidity ratios at Decembgy 3999 and September 30, 1999, were 9.3%
and 9.1%, 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 igieg expenses. At December 31, 1999, the Compadyommitments to originate and
purchase loans totaling $21.5 million. The Comphbeleves that loan repayment and other sourcesnafsfwill be adequate to meet its
foreseeable short- and long-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, 1999 which, at that date, exceedeckghital adequacy requiremer



Minimum Mi nimum Requirement

Requirement For To Be Well Capitalized
Capital Adequacy Under Prompt Corrective
Ac tual Purposes Ac tion Provisions
At December 31, 1999 Amount Ratio Amount Ratio Amoun t Ratio
(Dollars in Thousands)
Total Capital (to risk weighted
assets) $35,666 11.7% $24,493 8.0% $30 ,617 10.0%
Tier 1 (Core) Capital (to risk
weighted assets) $32,780 10.7% $12,247 4.0% $18 ,370 6.0%
Tier 1 (Core) Capital (to
adjusted total assets) $32,780 7.0% $18,666 4.0% $23 ,332 5.0%
Tier 1 (Core) Capital (to
average assets) $32,780 7.1% $18,527 4.0% $23 ,159 5.0%

Regulations require Security to maintain minimunoants and ratios of total risk-based capital arat Ticapital to riskweighted assets ani
leverage ratio consisting of Tier 1 capital to ager assets. The following table sets forth Secsrdtgtual capital and required capital amounts
and ratios at December 31, 1999 which, at that, @éxtzeeded the capital adequacy requirements:

Minimum Mi nimum Requirement
Requirement For To Be Well Capitalized
Capital Adequacy Under Prompt Corrective
Ac tual Purposes Ac tion Provisions
At December 31, 1999 Amount Ratio Amount Ratio Amo unt Ratio
(Dollars in Thousands)
Total Capital (to risk
weighted assets) $4,026 15.3% $2,100 8.0% $2 ,625 10.0%
Tier 1 Capital (to risk
weighted assets) $3,792 14.4% $1,050 4.0% $1 575 6.0%
Tier 1 Capital (to average
assets) $3,792 8.9% $1,703 4.0% $2 ,128 5.0%

The Federal Deposit Insurance Corporation ImprovdrAet 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, 1999, F
Federal and Security exceeded minimum requirenfentse well-capitalized category.

TheYear 2000 I ssue

The Company has been aware for some time of thessassociated with the programming code in egistomputer systems with the rollo
to the year 2000. The issue was whether compugtersg would properly recognize d



sensitive information when the year changed to 2898tems that would not properly recognize sufitrination could generate erroneous
data or cause a system to fail. The Company exgeomigsiderable time and effort prior to the dateower to ensure a smooth transition to
the year 2000. As such, the Company experienceigmificant issues with its internal or third padymputer systems with the rollover to the
year 2000

The Company, as with most financial institutiomgreased liquid funds available to address potetiigtomer concerns during the latter part
of the quarter ended December 31, 1999. Subsetpu®#cember 31, 1999, liquid funds balances haea beturned to normal operating
levels.

Based on the Company's experience subsequent tnribec 31, 1999, management believes there wilbbadditional material direct costs
associated with the rollover to the year 2000.

Although management believes the Company's compystems and service providers will continue tacfiom properly going forward into
the year 2000, there can be no assurance thatdpssms, or those systems of other companies @hwlie Company's systems rely, will
experience some type of problem related to the mditever. Such failure could have a significanvadse impact on the financial condition
and results of operations of the Company.

Forward-L ooking Statements

The Company, and its wholly-owned subsidiariesstfiederal and Security, may from time to time makigen or oral "forward-looking
statements," including statements contained ffilitgs with the Securities and Exchange Commissinrits reports to shareholders, and in
other communications by the Company, which are niradeod faith by the Company pursuant to the "$afdor" provisions of the Private
Securities Litigation Reform Act of 1995.

These forward-looking statements include statemaittsrespect to the Company's beliefs, expectafiestimates, and intentions, that are
subject to significant risks and uncertainties, arelsubject to change based on various factarg 6 which are beyond the Company's
control. Such statements address the followingesii®j future operating results; customer growthratehtion; loan and other product
demand; earnings growth and expectations; new ptedund services; credit quality and adequacy srkes; technology; and our
employees. The following factors, among others|dtoause the Company's financial performance tedihaterially from the expectations,
estimates, and intentions expressed in such foreatdng statements: the strength of the UnitedeStaconomy in general and the strength
of the local economies in which the Company consloperations; the effects of, and changes in, tradeetary, and fiscal policies and laws,
including interest rate policies of the Federaldétes Board; inflation, interest rate, market, anshetary fluctuations; the timely development
of and acceptance of new products and servicdseo€ompany and the perceived overall value of thesg@ucts and services by users; the
impact of changes in financial services' laws agllations; technological changes; acquisitionanges in consumer spending and saving
habits; and the success of the Company at man#gingsks involved in the foregoing.

The foregoing list of factors is not exclusive. Atdzhal discussion of factors affecting the Comparusiness and prospects is contained in
the Company's periodic filings with the SEC. Thaer@any does not undertake, and expressly disclaiméndent or obligation, to update any
forwarc-looking statement, whether written or oral, thayrba made from time to time by or on behalf of @@mpany



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 tatamity. This allows the Company to maintain a fadid of loans which will be sensitive to
changes in the level of interest rates while pringjch reasonable spread to the cost of liabiliiigsd to fund the loans.

The Company's primary objective for its investmgumitfolio is to provide the liquidity necessaryneet 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 hedsted among various categories of security tgpelsmaturities 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 influerfmgthe 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 Companiytimes, depending on the relationship between-lang short-term interest rates, market
conditions and consumer preference, may place sbiataygveater emphasis on maximizing its net interestin 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 intetestwhich may result from such a misma
The Company has established limits, which may cedram 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 efforfisnibinterest 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 \aflegpected cash flows from assets and the preséut of expected cash flows from
liabilities, as well as cash flows from off-balarsigeet contracts. Management of the Company'ssaasétliabilities is performed within the
context of the marketplace, but also within lingablished by the Board of Directors on the amotiohange in NPV which is acceptable
given certain interest rate chang



Presented below, as of December 31, 1999, is dysimaf the Company's interest rate risk as meashy changes in NPV for an
instantaneous and sustained parallel shift in thlkel gurve, in 100 basis point increments, up andrd200 basis points. As illustrated in the
table, the Company's NPV is more sensitive to airg rate changes than declining rates. This sqmimarily because, as rates rise, the
market value of the Company's fixed-rate loansrandgage-backed securities declines due both totheest rate increase and the related
slowing of prepayments. When rates decline, the izom does not experience a significant rise in etarklue for these loans and mortgage-
backed securities because borrowers prepay atvediahigher rates. The value of the Company's diép@nd borrowings change in
approximately the same proportion in rising antirfglinterest rate scenarios.

At December 31, 1999 At September 30, 1999
Change in Interest Rates Board Limit  ---- -
(Basis Points) % Change $Ch ange % Change $ Change % Chang e
+200 bp (40)% $(9,735) (23)% $(10,919) (25) %
+100 bp (25) (4,450) (10) (5,200) (12)
0 bp - - - - -
-100 bp (10) 3,657 9 4,441 10
-200 bp (15) 4,155 10 5,095 12

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 fln@tuate in advance of changes in market intewss, while interest rates on other types
may lag behind changes in market rates. Additignabrtain assets such as adjustable-rate mortgage, 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 affility of some borrowers to service tt
debt may decrease in the event of an interesirretease. 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 Financial, Inc. filed Form 8-K datBeécember 27, 1999 to report the issuance of a petesgse announcing the authorization of
a stock repurchase program.

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.

Dat e: February 14, 2000 By: /sl Janes S. Haahr

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

Dat e: February 14, 2000 By: /'s/ Donald J. Wnchell

Donald J. Wnchell, Senior Vice President,

Treasurer and Chief Financial Oficer



ARTICLE9

PERIOD TYPE 3 MOS
FISCAL YEAR END SEP 30 200
PERIOD END DEC 31 199
CASH 1,713,77!
INT BEARING DEPOSITS 6,314,07.
FED FUNDS SOLLC 0
TRADING ASSETS 0
INVESTMENTS HELD FOR SALE 172,270,77
INVESTMENTS CARRYING 0
INVESTMENTS MARKET 0
LOANS 309,032,98
ALLOWANCE 3,078,12!
TOTAL ASSETS 511,337,72
DEPOSITS 313,908,44
SHORT TERM 47,830,92
LIABILITIES OTHER 3,065,42
LONG TERM 108,042,10
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 29,58(
OTHER SE 38,461,25
TOTAL LIABILITIES AND EQUITY 511,337,72
INTEREST LOAN 6,270,05!
INTEREST INVEST 3,134,71.
INTEREST OTHER 0
INTEREST TOTAL 9,404,77!
INTEREST DEPOSIT 3,729,52.
INTEREST EXPENSE 5,911,47
INTEREST INCOME NET 3,493,29
LOAN LOSSES 325,00(
SECURITIES GAINS 0
EXPENSE OTHEF 2,283,21.
INCOME PRETAX 1,298,26.
INCOME PRE EXTRAORDINARY 764,68(
EXTRAORDINARY 0
CHANGES 0
NET INCOME 764,68(
EPS BASIC 31
EPS DILUTED .3C
YIELD ACTUAL 2.8
LOANS NON 1,025,00!
LOANS PAST 1,519,00!
LOANS TROUBLED 0
LOANS PROBLEM 4,021,001
ALLOWANCE OPEN 3,092,62!
CHARGE OFF¢< 372,39¢
RECOVERIES 32,89t
ALLOWANCE CLOSE 3,078,12!
ALLOWANCE DOMESTIC 2,885,12!
ALLOWANCE FOREIGN 0
ALLOWANCE UNALLOCATED 193,00(
End of Filing
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