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Part I. Financial Information

Item I. Financial Statements

FIRST MIDWEST FIN
AND SUBSID
Consolidated Balance S

ANCIAL, INC.
IARIES
heets (Unaudited)

June 30, 2001 September 30, 2000

Assets
Cash and due from banks $ 1,145435 $ 984,937
Interest-bearing deposits in other financial instit utions -
short-term (cost approximates market value) 6,046,399 5,937,594
Total cash and cash equivalents 7,191,834 6,922,531
Securities available for sale, amortized cost
of $152,327,299 at June 30, 2001 and $151,547,91 9
at September 30, 2000 151,613,687 147,478,931
Loans receivable - net of allowance for loan losses
of $3,935,607 at June 30, 2001 and $3,589,873
at September 30, 2000 336,338,179 324,702,629
Foreclosed real estate, net 16,920 445,133
Accrued interest receivable 4,332,234 5,216,929
Federal Home Loan Bank stock, at cost 8,327,600 8,327,600
Premises and equipment, net 9,329,910 6,091,741
Excess of cost over net assets acquired 3,494,252 3,767,950
Other assets 1,127,212 2,636,986
Total Assets $521,771,828  $ 505,590,430
Liabilities and Shareholders' Equity
Liabilities
Deposits $336,813,416  $ 318,653,721
Advances from Federal Home Loan Bank 123,582,703 139,738,451
Securities sold under agreements to repurchase 15,660,555 4,254,965
Advances from borrowers for taxes and insurance 536,902 461,514
Accrued interest payable 888,839 1,006,341
Other liabilities 1,921,693 1,440,353
Total Liabilities 479,404,108 465,555,345
Shareholders' Equity
Preferred stock, 800,000 shares authorized, no shar es
issued or outstanding -- --
Common stock, $.01 par value, 5,200,000 shares auth orized,
2,957,999 shares issued and 2,429,727 shares out standing
at June 30, 2001; 2,957,999 shares issued and
2,431,574 shares outstanding at September 30, 20 00 29,580 29,580
Additional paid-in capital 20,970,167 20,976,107
Retained earnings - substantially restricted 30,941,945 30,404,386
Accumulated other comprehensive income (loss) (447,097) (2,553,891)
Unearned Employee Stock Ownership Plan shares (288,000) --
Treasury stock, 528,272 and 526,425 common shares, at cost,
at June 30, 2001 and September 30, 2000, respect ively (8,838,875) (8,821,097)
Total Shareholders' Equity 42,367,720 40,035,085

Total Liabilities and Shareholders' Equity

3

$521,771,828

$ 505,590,430

The accompanying notes are an integral part oktheasolidated financial statements.



Consoli

FIRST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES
dated Statements of Income (Unaudited)

Three Months Ended Nine Months Ended

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 (loss) on sales of securities available
Gain (loss) on sales of foreclosed real estat
Brokerage commissions
Other income

Total noninterest income
Noninterest expense:
Employee compensation and benefits
Occupancy and equipment expense
Federal deposit insurance premium

Data processing expense
Other expense

Total noninterest expense

Income before income taxes and extraordinary item

Income tax expense

Income before extraordinary item

Extraordinary item, net of income taxes

Net income

Earnings per common share (Basic):
Income before extraordinary item
Extraordinary item, net of income taxes

Net income
Earnings per common share (Diluted):
Income before extraordinary item

Extraordinary item, net of income taxes

Net income

June
2001

30,

$ 6,795,761 $ 6,580,011

2,412,519 2,952,330
94,860 139,742
9,303,140 9,672,083
4,372,210 3,910,112
1,878,528 2,354,061
6,250,738 6,264,173
3,052,402 3,407,910
200,000 400,000
2,852,402 3,007,910
444,921 370,991
for sale, net 70,975 (1,017,524)
e, net 20,342 2,257
28,978 24,684
49,825 24,606
615,041 (594,986)
1,685,721 1,483,518
428,143 301,009
16,025 16,503
118,518 107,762
460,957 438,200
2,709,364 2,346,992
758,079 65,932
301,733 63,877
456,346 2,055
- 351,995
$ 456,346 $ 354,050
$ 019 $ -
- 0.15
$ 019 $ 015
$ 019 $ -
-- 0.14
$ 019 $ 0.14

4

The accompanying notes are an integral part oktheasolidated financial statements.

June
2001

30,

$ 20,533,597 $ 19,283,926

7,699,971
360,633

8,933,329
404,626

28,594,201 28,621,881

13,388,748 11,420,692

5,756,062

6,746,775

9,449,391 10,454,414
470,000 995,000
8,979,391 9,459,414
1,037,623 951,318
(60,275)  (1,022,524)
27,017 (11,633)
71,882 94,352
99,604 122,843
1,175,851 134,356
4,887,908 4,317,318
1,152,775 926,305
47,744 73,779
324,791 321,996
1,488,037 1,365,735
7,901,255 7,005,133
2,253,987 2,588,637
782,209 1,061,155
1,471,778 1,527,482

- 351,995

$ 1,471,778 $ 1,879,477

$ 061 $ 0.62
- 0.14

$ 061 $ 0.76

$ 060 $ 0.61
- 0.14

$ 060 $ 0.75




FIRST

Consolidated Statements o

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

securities available for sale
Deferred income tax expense (benefit)

Total other comprehensive income (loss)

Total comprehensive income

MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES
f Comprehensive Income (Loss) (Unaudited)

Three Months Ended Nine Mo
June 30, Ju
2001 2000 2001

$ 456,346 $ 354,050 $1,471,778

es on
(85,165) 1,014,619 3,355,376
(31,221) 379,693 1,248,582

(53,944) 634,926 2,106,794

$ 402,402 $ 988,976 $3,578,572

The accompanying notes are an integral part oktheasolidated financial statements.
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nths Ended
ne 30,
2000

$1,879,477

(2,168,126)
(804,006)



FIRST MIDWES
AND SU

Consolidated Statement of Change

For the Nine Mont

Commo
Stoc

Balance at September 30, 2000 $

Purchase of 30,000 shares by ESOP

6,000 common shares committed to be
released under the ESOP

Cash dividends declared on common
stock ($0.39 per share)

Purchase of 1,847 common shares of
treasury stock

Net change in net unrealized losses on
securities available for sale, net of
effect of income taxes of $1,248,582

Net income for the nine months ended
June 30, 2001

Balance at June 30, 2001 $

Unearne
Employe
Stoc
Ownersh
Plan
Share

Balance at September 30, 2000 $

Purchase of 30,000 shares by ESOP

6,000 common shares committed to be
released under the ESOP

Cash dividends declared on common
stock ($0.39 per share)

Purchase of 1,847 common shares of
treasury stock

Net change in net unrealized losses on
securities available for sale, net of
effect of income taxes of $1,248,582

Net income for the nine months ended
June 30, 2001

Balance at June 30, 2001 $ (288

T FINANCIAL, INC.

BSIDIARIES

s in Shareholders' Equity (Unaudited)
hs Ended June 30, 2001

Accumulat
Other
Additional Comprehens
n Paid-In Retained Income (L
k Capital Earnings Net of T

,580 $20,976,107 $ 30,404,386 $ (2,553,

1,471,778 -

,580 $20,970,167 $30,941,945 $ (447,

d
e
k
ip Total

Treasury  Shareholders'
S Stock Equity
- $(8,821,097) $ 40,035,085
,000) - (360,000)
,000 -- 66,060

- - (934,219)

- (17,778) (17,778)

-- - 2,106,794

-- - 1,471,778

,000) $(8,838,875) $42,367,720

The accompanying notes are an integral part oktheasolidated financial statements.
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FIRST MI DWEST FINANCIAL, INC.

AN D SUBSIDIARIES
Consolidated State

Cash flows from operating activities:

ments of Cash Flows (Unaudited)

Nine Months Ended
2001

Net income $ 1,471,778 $

Adjustments to reconcile net income to net cash from operating activities:
Depreciation, amoritization and accretion, n et 625,379
Provision for loan losses 470,000
(Gain) loss on sales of securities available for sale, net 60,275
(Gain) loss on sales of foreclosed real esta te, net (27,017)
(Gain) on transfer of FHLB advances -
Proceeds from sales of loans held for sale 8,734,305
Originations of loans held for sale (8,734,305)
Net change in accrued interest receivable 884,695
Net change in other assets 261,266
Net change in accrued interest payable (117,502)
Net change in accrued expenses and other lia bilities 481,340

Net cash from operating activities 4,110,214

Cash flows from investing activities:

Purchase of securities available for sale

Purchase of Federal Home Loan Bank stock

Proceeds from sales of securities available for sale

Proceeds from maturities and principal repaymen ts of
securities available for sale

Net change in loans receivable

Loans purchased

Proceeds from sales of foreclosed real estate

Purchase of shares by ESOP

Purchase of premises and equipment, net

(12,468,387)
345,000

11,342,262
9,572,374
(21,638,793)
506,149
(360,000)
(3,672,442)

Net cash from investing activities

Cash flows from financing activities:

(16,373,837)

Net change in noninterest-bearing demand, savin gs, NOW, and
money market demand deposits 5,477,125
Net change in other time deposits 12,682,570
Proceeds from advances from Federal Home Loan B ank 73,265,000
Repayments of advances from Federal Home Loan B ank (89,420,748) (
Net change in securities sold under agreements to repurchase 11,405,590
Net change in advances from borrowers for taxes and insurance 75,387
Cash dividends paid (934,220)
Proceeds from the exercise of stock options -
Purchase of treasury stock (17,778)
Net cash from financing activities 12,532,926
Net change in cash and cash equivalents 269,303
Cash and cash equivalents at beginning of period 6,922,531
Cash and cash equivalents at end of period $ 7,191,834 $
Supplemental disclosure of cash flow information
Cash paid during the period for:
Interest $ 19,262,312 $
Income taxes 654,786
Supplemental schedule of non-cash investing and fin ancing activities:
Loans transferred to foreclosed real estate $ 50920 $

The accompanying notes are an integral part oktheasolidated financial statements.
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1,879,477

1,226,829
995,000
1,022,524
11,633
(560,595)
984,493
(984,493)
536,616
(79,990)
(19,869)
114,187

5,125,812

(515,000)
(189,300)
15,902,772

7,949,546

26,420,693

(46,366,748)
473,976

(1,522,205)

2,153,734

(2,336,605)
10,821,365
678,170,595
691,303,235)
1,899,472
106,230
(960,079)
363,335
(1,478,507)

2,562,117

5,373,911

18,187,336
1,560,001

781,935



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 Septemb&080,

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 and nine montde@ June 30, 2001 and 2000 is presented below.

Thre e Months Ended Nine Months Ended
June 30, June 30,
2001 2000 2001 2000
Basic Earnings Per Common Share:
Numerator:
Net Income $ 456,34 6 $ 354,050 $1,471,778 $1,879,477

Denominator:
Weighted average common

shares outstanding 2,429,72 7 2,431,574 2,429,727 2,475,995
Less: Weighted average

unallocated ESOP shares (28,00 0) (7,580) (10,432) (15,108)

Weighted average common shares
outstanding for basic earnings
per share 2,401,72

~

2,423,994 2,419,295 2,460,887

©

Basic earnings per common share $ 01 $ 015 $ 061 $ 0.76




Three
2001
Diluted Earnings Per Common Share:
Numerator:
Net Income $ 456,

Denominator:

Weighted average common
shares outstanding for basic
earnings per common share

Add: Dilutive effects of assumed
exercises of stock options and
nonvested MRRP shares, net of
tax benefits 47,

Weighted average common and
dilutive potential common
shares outstanding

2,401,

Diluted earnings per common share $ 0

3 COMMITMENTS

At June 30, 2001 and September 30, 2000, t
commitments to originate and purchase loan
$14.8 million, respectively, excluding und
process. It is expected that outstanding |
funded with existing liquid assets.

4. ACCOUNTING PRONOUNCEMENTS ISSUED NOT YET A

In July, 2001, the Financial Accounting St
statements - Statement 141, Business Combi
Goodwill and Other Intangible Assets, whic
Company's accounting for its reported good
assets.

Statement 141:

o Eliminates the pooling method for ac
combinations.

0 Requires that intangible assets that
reported separately from goodwill.

0 Requires negative goodwill arising f
be recorded as an extraordinary gain

Statement 142:

o Eliminates the amortization of goodw
that are determined to have an indef

o0 Requires, at a minimum, annual impai
other intangible assets that are det
life.

Upon adoption of these Statements, the Com

0 Re-evaluate goodwill and other intan
business combinations entered into b
recorded other intangibles assets do
recognition, they should be reclassi
if there are other intangible assets
recognition but were not separately
should be reclassified from goodwill

Months Ended

Nine Months Ended

June 30, June 30,

2000 2001 2000
346 $ 354,050 $1,471,778 $1,879,477
727 2,423,994 2,419,295 2,460,887
093 32,942 41,617 46,761
820 2,456,936 2,460,912 2,507,648
19 $ 014 $ 060 $ 0.75

he Company had outstanding
s totaling $24.7 million and
isbursed portions of loans in
oan commitments will be

DOPTED

andards Board issued two
nations, and Statement 142,
h will potentially impact the
will and other intangible

counting for business
meet certain criteria be

rom a business combination to

ill and other intangibles

inite life.

rment tests for goodwill and
ermined to have an indefinite

pany is required to:

gible assets that arose from
efore July 1, 2001. If the

not meet the criteria for

fied to goodwill. Similarly,
that meet the criteria for
recorded from goodwill, they



0 Reassess the useful lives of intangible assetgdjust the remaining amortization periods accmlgi
o Write-off any remaining negative goodwill.

The Company has not yet completed its full assessofahe effects of these new pronouncementssofiniancial statements and so is
uncertain as to the impact. The standards genexsdlyequired to be implemented by the Companisifiscal year 2003 financial statements.
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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 consolidditeancial condition of the Company and its sulzsids, at June 30, 2001, compared to
September 30, 2000, and the consolidated resutipexfitions for the three months and nine monttde@&dune 30, 2001, compared to the
same periods in 2000. This discussion should ket ireeonjunction with the Company's consolidatedficial statements, and notes thereto,
for the year ended September 30, 2000.

FINANCIAL CONDITION
Total assets increased by $16.2 million, or 3.29%521.8 million at June 30, 2001, from $505.6 ianllat September 30, 2000.

The portfolio of securities available for sale imased $4.1 million, or 2.8%, to $151.6 million ahd 30, 2001, from $147.5 million at
September 30, 2000. The increase resulted fromuhehase of mortgage-backed securities duringtting quarter and from adjustment to
increase the carrying value of securities avail&tnesale to market value in accordance with SFAS, With such increases partially offset by
maturities and principal repayments received duttirgperiod.

The portfolio of net loans receivable increasedby.6 million, or 3.6%, to $336.3 million at Jung 2001, from $324.7 million at Septem
30, 2000. The increase in net loans receivableduago increases in commercial and multi-familyl esgate loans, commercial business
loans, and consumer loans totaling $7.6 million9%6illion and $1.9 million, respectively. Theselieases were partially offset by decline
single-family residential loans and agriculturdated loans of $3.9 million and $619,000, respetyiv

The Company's investment in premises and equipmehbf depreciation, increased by $3.2 million58r5%, to $9.3 million at June 30,
2001, from $6.1 million at September 30, 2000. Hweease reflects the construction of a new offiaglity in Sioux Falls, South Dakota, and
the purchase of an existing building in Des Moiresa, which is to be used as an additional brasfibe. To a lesser extent, the increase
reflects the enhancement of the Company's prodistedly and customer service technology systems.

Deposit balances increased by $18.1 million, o%&.% $336.8 million at June 30, 2001, from $31@illion at September 30, 2000. The
increase in deposit balances resulted from incesiasehecking accounts, money market demand acgoand certificates of deposit in the
amounts of $2.0 million, $6.7 million, and $12.68lran, respectively. These increases were partiaffget by a $3.2 million decrease in
savings accounts. The Company's deposit balaneglytas occurred primarily in its Des Moines, loaral Sioux Falls, South Dakota
markets. Deposit balances in the Company's othetehareas have generally remained level duringéred.
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The balance in advances from the Federal Home Baak of Des Moines (FHLB) decreased by $16.1 millior 11.5%, to $123.6 million at
June 30, 2001, from $139.7 million at Septembe2B0P. In addition, the balance in securities smider agreements to repurchase increasec
by $11.4 million, or 265.1%, $15.7 million at JuB@, 2001, from $4.3 million at September 30, 200te decrease in FHLB advances, which
was partially offset by the increase in securiiekl under repurchase agreements, reflects arageia the use of alternative borrowing
sources at comparatively lower costs.

Total shareholders' equity increased $2.4 millar.0%, to $42.4 million at June 30, 2001, fron® $4million at September 30, 2000. The
increase in shareholders' equity was due to easrdogng the period in excess of dividends paish@areholders and to a decrease in the
unrealized loss on securities available for sakeceordance with SFAS 115.

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.

At June 30, 2001, the Company had loans delingB@wlays and over totaling $12.6 million, or 3.7%as&l loans compared to $2.3 million,
or .71% of total loans at September 30, 2000.

At June 30, 2001, commercial and multi-family restate loans delinquent 30 days and over totale@d$tillion, or 2.9% of the total loan
portfolio as compared to $674,000, or 0.21% ofl to@ns at September 30, 2000. Multi-family and ceencial real estate loans generally
present a higher level of risk than loans secusedre- to four-family residences. This greater issklue to several factors, including the
concentration of principal in a limited number ofhs and borrowers, the effect of general econaomditions on income producing
properties and the increased difficulty of evalugt@nd monitoring these types of loans. The mgjafithe Company's delinquent commer
and multi-family real estate loans have been puetias participations with other lenders, are sedvby other lenders and are secured by
properties outside the Company's primary market.drbkese loans are being closely monitored by nemagt, however, there can be no
assurance that all loans will be fully collectible.

At June 30, 2001, agricultural operating loansrdplent 30 days and over totaled $844,000, or 0.@58te total loan portfolio as compared

to $451,000, or 0.14% of total loans at SeptemBe2B00. Agricultural lending involves a greategee of risk than one- to four-family
residential mortgage loans because of the typidattyer loan amounts. In addition, payments ondaae 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 structurelaatequately secured, there can be no
assurance that all loans will be fully collectible.

The table below sets forth the amounts and categofinon-performing assets in the Company's laatigho. The Company's restructured
loans (which involved forgiving a portion of theénest or principal on the loan or making loana edte materially less than market rates) are
included in the table and were performing as aget¢éle date shown. Foreclosed assets includesassmgired in settlement of loans.
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June 30,2001  September 30, 2000

(Dollars in Thousands)
Non-accruing loans:

One-to four family $ 236 $ 206
Commercial and multi-family 1,353 --
Agricultural real estate -- 37
Consumer 36 --
Agricultural operating 844 17
Commercial business 310 51
Total non-accruing loans 2,779 311

Accruing loans delinquent 90 days or more -- --

Total non-performing loans 2,779 311
Restructured loans:
Agricultural operating 913 918
Commercial business 99 43
Total restructured loans 1,012 961

Foreclosed assets:

Commercial real estate -- 430
Consumer 17 15
Total foreclosed assets 17 445

Less: Allowance for losses - -

Total foreclosed assets, net 17 445

Total non-performing assets $3,808 $1,717

Total non-performing loans as a percentage
of total loans 0.82% 0.09%

Total non-performing assets as a percentage
of total assets 0.73% 0.34%

Non-accruing loans at June 30, 2001 include, amongrstta commercial real estate loan in the amou#889,000 secured by a nursing
home, a commercial real estate loan in the amdut4®4,000 secured by a casino, an agriculturataipey loan in the amount of $775,000
secured by livestock and land, and a commerciahbas loan in the amount of $310,000 secured bycavavash facilities. Management fe
the underlying collateral is adequate to proteet@ompany against material loss on these loans.

Classified Assets. Federal regulations provideHerclassification of loans and other assets dsstandard”, "doubtful” or "loss", based on
the level of weakness determined to be inheretitarcollection of the principal and interest. Wheans are classified as either substanda
doubtful, the Company may establish general all@®&arfor loan losses in an amount deemed prudemiamagement. General allowances
represent loss allowances which have been estatllishrecognize the inherent risk associated witidihg activities, but which, unlike
specific allowances, have not been allocated toquéar problem loans. When assets are classiddss, the Company is required either to
establish a specific allowance for loan losses kegub00% 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, whom may require the establishmemtdofitional general or specific loss allowances.

On the basis of management's review of its loadsodimer assets, at June 30, 2001, the Companyl&ssified a total of $5.0 million of its
assets as substandard, $172,000 as doubtful amdasdnss as compared to classifications at Septedflh 2000 of $6.1 million substandard,
$135,000 doubtful and none as loss.

13



Allowance for Loan Losses. The Company establisisgzrovision for loan losses, and evaluates trezjadcy of its allowance for loan losses
based upon a systematic methodology consistinghofeber of factors including, among others, hist@ss 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 potentégkness due to historically low
commodity prices. Price levels for grain crops hgererally been depressed since mid-1998 and d¢lyrremain at historically low levels.
Grain crop prices are not expected to increaséfiigntly in the near term. Livestock prices hamgproved and are currently at levels that
present minimal concern. The agricultural econosngdcustomed to commodity price fluctuations argeiserally able to handle such
fluctuations without significant problem. Althougiire Company underwrites its agricultural loans basethe current level of commodity
prices, an extended period of low commodity prigeadverse growing conditions could result in wessain the agricultural loan portfolio
and could create a need for the Company to inciieaaiowance for loan losses through increasedggs to the provision for loan losses.

At June 30, 2001, the Company has established@naaice for loan losses totaling $3.9 million. Tdllwwance represents approximately 1.4
times the total non-performing loans at June 30,12(bmpared to approximately 11.6 times the tatalperforming loans at September 30,
2000.

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

(In Thousands)

Balance, September 30, 2000 $ 3,590
Charge-offs (167)
Recoveries 43
Additions charged to operations 470

Balance, June 30, 2001 $ 3,936

The allowance for loan losses reflects managemieessestimate of probable losses inherent in diéglio based on currently available
information. Future additions to the allowancelf@n losses may become necessary based upon chaoginomic conditions, increased |
balances or changes in the underlying collatergh@ioan portfolio.

RESULTS OF OPERATIONS

General. For the three months ended June 30, #®Tompany recorded net income of $456,000 cordpareet income of $354,000 for
the same period in 2000. For the nine months edded 30, 2001, net income was $1,472,000 compargt, 879,000 for the same period in
2000. Net income for both the three-month and mioth periods ended June 30, 2001 was reducedduadrrowing of the net interest
margin as compared to the same periods last yeaddition, net income for both periods was redwhgelito increased noninterest expense
resulting from start-up costs associated with fhening of a new office and costs associated withta processing conversion at the
Company's Security State Bank subsidiary.

For the three-month and nine-month periods ended 30, 2000, net income was reduced due to thelossle of securities available for
sale, which was partially offset by gains on ttensfer of FHLB advances, in a restructuring oftihkance sheet. In addition, net income was
reduced by the recognition of a permanent dectimaarket value on certain securities availablestde.

Net Interest Income. For the three months ended 30n2001, net interest income decreased by $38600 10.4%, to $3,052,000 frc
$3,408,000 for the same period in 2000. For the mionths ended June 30, 2001, net interest incecreased $1,005,000, or 9.6%, to
$9,449,000 from $10,454,000 for the same perid2DB0. The decline in net interest income refleatsduction in net yield on average
interest-earning assets between the comparabledgeiihe
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net yield on average interest-earning assets énitme months ended June 30, 2001 was 2.55% cothfmaPe82% for the comparable period
in 2000. The decline in net interest income aldleces a reduction in average interest-earningtasheing the nine-month period ended June
30, 2001 compared to the same period in 2000.

Provision for Loan Losses. For the three monthednlline 30, 2001, the provision for loan losses$288,000 compared to $400,000 for
same period in 2000. For the nine months ended 3@n2001, the provision for loan losses was $4¥@d&mpared to $995,000 for the same
period in 2000. Management believes that, baseal detail review of the loan portfolio, historic tolbsses, current economic conditions, and
other factors, the current level of provision foah losses, and the resulting level of the allowdoc loan losses, reflects a best estimate of
probable losses inherent in the loan portfolio.

Noninterest Income. Noninterest income for theghm®nths ended June 30, 2001 was $615,000 comimaaddss of $595,000 for the sa
period in 2000. For the nine months ended Jun@@®], noninterest income was $1,176,000 comparéd3d,000 for the same period in
2000. The increase for both periods reflects baameet restructuring activity in fiscal 2000 wihelewer yielding securities were sold at a
loss totaling $1,018,000, with the proceeds useddinvestment into higher yielding loans and teaeborrowings. In addition, the increase
for both periods reflects an increase in fees ct#ld on loan and deposit accounts compared tcatine geriods in 2000.

Noninterest Expense. Noninterest expense increb&2000, or 15.4%, to $2,709,000 for the threettroanded June 30, 2001, fr.
$2,347,000 for the same period in 2000. For the mionths ended June 30, 2001, noninterest expeasased $896,000, or 12.8%, to
$7,901,000 from $7,005,000 for the same period®02 The increase in noninterest expense refleetsdsts associated with opening a new
office in Sioux Falls, South Dakota, which openeditemporary facility in September 2000. Constancof a permanent facility was
completed on schedule, and the move to the neweoffias made in April 2001. Noninterest expensealstsincreased due to costs assoc
with a data processing conversion at the Compa@sgcsirity State Bank subsidiary. This conversio pribvide on-going efficiencies as a
consistent data processing system is now in usedghiout the Company. In addition, increased ocotypand equipment expense reflects the
Company's on-going effort to enhance its technokgtems for the efficient delivery of products andtomer service.

Income Tax Expense. Income tax expense was $3000@0e three months ended June 30, 2001 compear®id,000 for the same period in
2000. For the nine months ended June 30, 2001miadax expense was $782,000 compared to $1,06i0088e same period in 2000. The
increase for the three-month period and the deerfeaighe nine-month period reflects the differeircthe level of taxable income between
the comparable periods. In addition, income taxeasp for the nine-month period ended June 30, 2@@Ireduced by the resolution of a tax
contingency in the net amount of $117,000.

Extraordinary Item. During the three months endateJ30, 2000, the Company recognized a gain otrahsfer of FHLB advances totaling
$352,000, net of related income taxes. The tramgfEHLB advances was in conjunction with a redtuting of the balance sheet wherein
lower yielding securities were sold, with the prede reinvested in higher yielding loans and usedgay borrowings.

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 influémgegeneral interest rates, economic
conditions and competition.
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The Company uses its capital resources principaliyeet ongoing commitments to fund maturing degtes of deposits and loan
commitments, to maintain liquidity, and to meet igimg expenses. At June 30, 2001, the Companyiaunitments to originate and
purchase loans totaling $24.7 million. The Comphbeleves that loan repayment and other sourcasnafsfwill be adequate to meet its
foreseeable short- and long-term liquidity needs.

On April 4, 2001, the Company entered into an agesd to purchase an existing building located @tl3#hgersoll Avenue, Des Moines,
lowa. The building will be used as an additionaruh office facility, which is scheduled to open faisiness in November 2001. The source
of funds for capital improvements of this typerism the normal operations of the Company.

On July 16, 2001, the Company's trust subsidiargt Midwest Capital Trust I, (the "Trust") sold&0 million of floating rate cumulative
trust preferred securities. The trust preferredigtes were sold in a private transaction exempinfregistration under the Securities Act of
1933, as amended (the "Act") and have not beestergd under the Act. The securities may not beredf or sold in the United States absent
registration or an applicable exemption from ragtidn requirements. The Trust used the proceens fhe sale of the preferred securities to
purchase floating rate junior subordinated defderaiierest debt securities of the Company. Theslibated debentures mature in the year
2031 and are redeemable at any time after fivesy@dme Company will use the proceeds from the glibated debentures for general
corporate purposes. The offering will not have damal negative impact on net income as the effgittbe neutralized through leverage of
the funds.

Regulations require First Federal and Security &ntain minimum amounts and ratios of total rislsdxd capital and Tier 1 capital to risk-
weighted assets, and a leverage ratio consistifigeofl capital to average assets. The followilge@ets forth First Federal's and Security's
actual capital and required capital amounts aridsat June 30, 2001 which, at that date, excetraedapital adequacy requirements:

Minimum Requirement

To Be Well
Minimum Requirement Capitalized Under
For Capital Adequacy Prompt Corrective
Actual Purposes Action Provisions
At June 30, 2001 Amount Ratio Amount  Ratio Amount Ratio
(Dollars in Thousands)
Total Capital (to risk weighted assets):
First Federal $36,246 11.5% $25,188 8.0% $31,486 10.0%
Security 4,409 15.0 2,344 8.0 2,930 10.0
Tier 1 (Core) Capital (to risk weighted assets):
First Federal 32,541 10.3 12,594 4.0 18,891 6.0
Security 4,078 13.9 1,172 4.0 1,172 6.0
Tier 1 (Core) Capital (to average assets):
First Federal 32,541 7.1 18,396 4.0 22,995 5.0
Security 4,078 9.3 1,756 4.0 2,195 5.0
Tier 1 (Core) Capital (to adjusted total assets):
First Federal 32,541 6.9 18,852 4.0 23,566 5.0

The Federal Deposit Insurance Corporation ImproverAet of 1991 (FDICIA) established five regulatargpital categories and authorized
the banking regulators to take prompt correctii@®aavith respect to institutions in an undercapited category. At June 30, 2001, First
Federal and Security exceeded minimum requirenfentke well-capitalized category.
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Forward-L ooking Statements

The Company, and its wholly-owned subsidiariesstAtederal and Security, may from time to time maki&ten 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 "sefdor" provisions of the Private
Securities Litigation Reform Act of 1995.

These forward-looking statements include statemsittsrespect to the Company's beliefs, expectatiestimates, and intentions, that are
subject to significant risks and uncertainties, ar@subject to change based on various factarse &b which are beyond the Company's
control. Such statements address the followingesit®j future operating results; customer growthratehtion; loan and other product
demand; earnings growth and expectations; new ptedund services; credit quality and adequacys#rkes; technology; and our
employees. The following factors, among othersjadcoause the Company's financial performance teidihaterially 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 Federaldtes Board; inflation, interest rate, market, armhetary fluctuations; the timely development
of and acceptance of new products and servicdseoa€bmpany and the perceived overall value of thesgucts 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 Comparbusiness and prospects is contained in
the Company's periodic filings with the SEC. Thar(any does not undertake, and expressly disclaipaéent or obligation, to update any
forward-looking statement, whether written or otht may be made from time to time by or on bebithe Company.
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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. This allows the Company to maintain a fadid of loans that 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 influertmgthe level of short-term interest rates. The Canypoffers 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 ling&tablished by the Board of Directors on the amofichange in NPV that is acceptable
given certain interest rate changes.

Presented below, as of June 30, 2001 and Sept&@p2000, is an analysis of the Company's inteedstrisk as measured by changes in
NPV for an instantaneous and sustained parallé&lighhe yield curve, in 100 basis point increngntp and down 200 basis points.
illustrated in the table, the Company's NPV at 882001 is somewhat more sensitive to decreastagest rate changes than to increasing
rates. This is a change from September 30, 2008nwe Company's NPV was more sensitive to inangasierest rates. The change reflects
management's effort to modify the Company's inteae sensitivity in light of a significant deddinn interest rates during the past
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few months. With interest rates at historically l@wvels, management believes there is less risk frderest rates declining substantially fr
current levels than from the potential increasimterest rates.

At June 30, 2001 At September 30, 2000
Change in Interest Rates  Board Limit ~ ----
(Basis Points) % Change $Ch ange % Change $ Change % Change
(Dollars in Thousands)
+200 bp (40)% $(5 ,049) (11)% $(7,202) (18) %
+100 bp (25) (2 ,221) (5) (3,323) (8)
0 bp - - - - -
-100 bp (10) ( 648) (1) 2,659 6
-200 bp (15) 5 ,654) 12) 1,657 4

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 repricithgy 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. Additigna#rtain assets such as adjustable-rate mortgags, have features which restrict
changes in interest rates on a short-term basiswagdthe 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.
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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: None
All other items have been omitted as not requinedad applicable under the instructions.
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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: August 9, 2001 By: /sl Janes S. Haahr

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

Dat e: August 9, 2001 By: /'s/ Donald J. Wnchell

Donal d J. Wnchell, Senior Vice President,
Treasurer and Chief Financial Oficer
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