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Part I. Financial Information

Iltem 1. Financial Statements

FIRST MIDWEST FlI
AND SUBSID
Consolidated Ba

Assets

Cash and cash equivalents ...........c..ccceeeee
Interest-bearing deposits in other financial instit
(cost approximates market value) ................
Securities available for sale, amortized cost of
$90,620,861 and $109,444,536 .........cccevuuen
Loans receivable - net of allowances of $2,398,632
and $2,356,113 ......ccccvvveeiiiiee e
Real estate owned - net of allowance of $5,000 ....
Accrued interest receivable .......................
Federal Home Loan Bank stock, at cost .............
Premises and equipment, net
Excess of cost over net assets acquired
Other assSets .....ccocvvvvieiiiieeieeeeeeieeies

Total ASSets .......cccevvviiiiiiens
Liabilities and Shareholders' Equity

Liabilities
DEePOSItS ...vvveeiiiiiiiiieeeeee e
Advances from Federal Home Loan Bank ..............
Securities sold under agreements to repurchase ....
Other borrowings .......ccccvvvveeveveeeeeeennnnnns

Advances from borrowers for taxes and insurance ...

Accrued interest payable ...............ccoceeee.
Other liabilities ...........ccccoociiiiininnn.

Total Liabilities ..........ccccceeeenn.

NANCIAL, INC.

IARIES

lance Sheets

March 31, 1997 September 30, 1996

$ 13,500,358
300,000
90,528,990

246,139,867
59,075
3,971,162
5,524,700
4,147,066
4,939,808
1,065,984

$ 14,328,652
300,000
109,491,558

243,533,519
86,818
5,029,047
5,524,700
3,680,332
5,090,959
942,713

$ 370,177,010

$ 388,008,298

$ 235,521,226

$ 233,405,726

85,632,144 102,287,803
2,440,000 2,789,918
- 1,400,000
514,240 490,243
1,267,271 1,271,465
1,891,590 3,153,441
327,266,471 344,798,596




FIRST MIDWEST FlI NANCIAL, INC.

AND SUBSID IARIES
Consolidated Ba lance Sheets
(continu ed)

March 31, 1997 September 30, 1996

Shareholders' Equity

Preferred stock, 800,000 shares authorized, no shar es

issued or outstanding .......cccccccevveeeene. L - -
Common stock, $.01 par value, 5,200,000 shares auth orized,

2,957,999 and 1,990,495 issued ........ccoceeeeee. Ll 29,580 19,905
Additional paid-in capital ............cocoeeeeeeee. L 20,758,006 20,862,551
Retained earnings - substantially restricted ...... ... 25,027,684 23,748,383
Net unrealized appreciation/(depreciation) on secur ities

available for sale, net of tax of $(39,758) and $ 18,324 (52,113) 28,698
Unearned Employee Stock Ownership Plan shares ..... ... (667,600) (767,200)
Treasury stock, 130,676 and 44,760 common shares, a t cost (2,185,018) (682,635)

Total Shareholders' Equity ........cccooe. . 42,910,539 43,209,702
Total Liabilities and Shareholders' Equity ... $370,177,010  $ 388,008,298
The accompanying notes are an integral part of t hese consolidated financial

statements.



FIRST M
A
Consolida

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

Total interest and dividend income .......

Interest Expense:
DEPOSILS ..evvveeeiiiiiiee e
Other borrowings ..........oooovecivvivenenns

Total interest expense ...................

Net interest inCome ........ccccevveveeeeeeeeennn.
Provision for loan losses ....................

Net interest income after provision for loan losses

Non-interest income:
Loan fees and service charges .................
Gain on sales of securities available for sale,
Brokerage commissions from subsidiary .........
[© 1= SR

Total non-interest income ................

Non-interest expense:
Compensation and benefits .....................
Occupancy and equipment .............cccc.ueee..
Federal deposit insurance .....................
Data processing ........cooeeevvvvvvneenennnn.
Other ....oooeiiiiiiiiiiiiee s

Total non-interest expense ...............

Income before income taxes ..............cccuuu.
Income tax eXpense ...........cccvvvveveeeenns

Netincome ........ccceceviiiiiiiiniincen,
Primary and fully diluted earnings

per common and common equivalent share: ..........

The accompanying notes are an integral part of t
statements.

IDWEST FINANCIAL, INC.
ND SUBSIDIARIES
ted Statements of Income

Three Months Ended Six Mon
March 31, Marc
1997 1996 1997
$5,399,175 $4,613,148 $10,949,965

1,387,852 1,279,133 3,045,493

95,068 69,977 192,567
6,882,095 5,962,258 14,188,025
2,877,640 2,498,570 5,828,238
1,096,345 908,915 2,434,540
3,973,985 3,407,485 8,262,778
2,908,110 2,554,773 5,925,247

30,000 30,000 60,000
2,878,110 2,524,773 5,865,247

231,643 214,233 565,330

net - 28,079 --

14,370 90,789 37,368
137,417 33,135 188,387
383,430 366,236 791,085

1,032,970 959,412 2,069,549
276,919 169,505 501,340

37,712 104,656 133,422
81,633 76,222 159,914
400,556 343,109 778,910

1,829,790 1,652,904 3,643,135
1,431,750 1,238,105 3,013,197
582,211 511,297 1,210,441
$ 849,539 $ 726,808 $ 1,802,756

$ 29 $ 27 $ .62

hese consolidated financial

ths Ended
h 31,
1996

$ 8,634,869
2,541,794
148,927

1,702,474

60,000

410,702
57,129
151,735
69,745

1,838,936
272,485
207,561
135,682
605,172

2,527,386
1,023,733



Consolidated

For
Add
Common P
Stock C
Balance at September 30, 1996 ........ $19,905 $

14,940 common shares committed
to be released under the ESOP ........ --

Cash dividends declared on
common stock ($0.09 per share) ....... -

Net change in unrealized appreciation
(depreciation) on securities available
for sale, net of tax of $(58,082)..... --

Amortization of recognition and
retention plan common shares and
tax benefit of restricted stock
under the plan T

Retirement of 3,474 common shares..... (35)

Purchase of 120,000 common
shares of treasury stock ............. -

Issuance of 34,084 common
shares from treasury stock due
to exercise of stock options ......... -

Issuance of 970,978 common shares
for stock dividend declared on

common stock, net of cash paid

in lieu of fractional shares ......... 9,710

Net income for the six months
ended March 31, 1997 ................. -

$29,580 $

The accompanying notes are an integral part of t

statements.

FIRST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES

Statement of Changes in Shareholders' Equity

the Six Months Ended March 31, 1997

Net
Unrealized Unearne d
Appreciation ~ Employe e
(Depreciation) Stock
itional on Securities  Ownersh ip Total
aid-In  Retained  Available for Plan Treasury Shareholders’
apital Earnings Sale, Net of Tax Shares Stock Equity
20,862,551 $ 23,748,383  $ 28,698 $(767,20 0) $(682,635) $ 43,209,702
141,423 -- - 99,60 0 -- 241,023
- (522,622) - - - (522,622)
- - (80,811) - - (80,811)
20,970 - - - - 20,970
35 - - - - -
- - - - (2,095,637) (2,095,637)
(257,263) - - - 593,254 335,991

(9,710)  (833)  -- -

- 1,802,756 -- --

20,758,006 $ 25,027,684 $(52,113)

- (833)

-- 1,802,756

$(667,6 00) $(2,185,018) $ 42,910,539

hese consolidated financial



FIRST MI DWEST FINANCIAL, INC.

A ND SUBSIDIARIES
Consolidated Statements of Cash Flows
Six Months Ended March 31,
1997 1996
Cash flows from operating activities:
NELINCOME oo e $ 1,802,756 % 1,503,653
Adjustments to reconcile net income to net cash from operating activities:
Depreciation, amortization and accretion, net 516,258 450,520
Provision for loan losses ................... 60,000 60,000
Gain on sales of securities available for sal -- (57,129)
Gain on sales of office property, net ....... - (3,399)
Stock dividends from Federal Home Loan Bank s - (78,900)
Proceeds from sales of loans held for sale .. 1,429,502 1,542,767
Originations of loans held for sale ......... L (1,429,502) ( 1,594,623)
Net change in accrued interest receivable ... 1,057,885 (44,507)
Net change in other assets .................. (154,334) (22,096)
Net change in accrued interest payable ...... (4,194) 57,317
Net change in accrued expenses and other liab (1,203,768) 388,254
Net cash from operating activities.. L 2,074,603 2,201,857

Cash flows from investing activities:
Purchase of securities available for sale ..... (27,001,598) (5 0,726,677)

Proceeds from sales of securities available for -- 193,079
Proceeds from maturities of securities availabl 42,168,111 5 3,750,000
Proceeds from principal repayment of mortgage-b 3,636,436 3,545,407
Net change in loans receivable ................ 4,411,600 ( 4,790,263)
Loans purchased ..........cccccoviiieennne (6,980,754) (1 9,850,635)
Purchase of lowa Bancorp, Inc., net of cash rec - ( 5,217,265)
Proceeds from sales of foreclosed real estate . 27,743 11,796
Purchase of premises and equipment, net ....... (615,255) (687,175)
Proceeds from sales of assets ................. - 26,335

Net cash from investing activites.. L 15,646,283 (2 3,745,398)



FIRST MI
A
Consolidated

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 and cash paid in lieu of fr
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 ........

The accompanying notes are an integral part of t
statements.

DWEST FINANCIAL, INC.
ND SUBSIDIARIES
Statements of Cash Flows
(continued)

Six Months Ended

1997
ngs,
........................... 1,283,371
832,129 1
ank ...cooeeiiieieies 62,000,000 8
K e (78,655,658) (6
to repurchase ............. (349,918)
........................... (1,400,000)
and insurance ............ 23,997
actional shares ........... (523,455)
335,991
(2,095,637)

........................... (18,549,180) 2

........................... (828,294)
........................... 14,328,652

hese consolidated financial

March 31,

1,242,347
1,921,772
1,000,000
8,305,174)
1,000,000

94,862
(394,186)
94,500
(313,710)

4,796,870
4,615,712



FIRST MIDWEST FINANCIAL, INC.
AND SUBSIDIARIES
Notes to consolidated Financial Statem
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies followed by First Midwegd&ncial, Inc. ("First Midwest" or the "Company'dits 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 pasiceported 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 byeigdly accepted accounting principles that
might otherwise be necessary in the circumstanceshould be read in conjunction with the Compacogissolidated financial statements,
and notes thereto, for the year ended Septembdr938,

2. EARNINGS PER SHARE

Earnings per share is computed by dividing netrimedy the weighted average number of common sleartssanding during the period and
the common share equivalents which would arise ftonsidering dilutive stock options, which tota®812,439 and 2,697,356 shares for
three months ended March 31, 1997 and 1996, reégelyctand which totaled 2,923,125 and 2,691,228 eah for the six months ended March
31, 1997 and 1996, respectively. The differencevben primary and fully diluted earnings per sharedt material. Unallocated shares of
common shares held by the employee stock ownepdhipare not considered outstanding for the purpésalculating earnings per share.

On November 25, 1996, the Company declared a 568k stividend payable on January 2, 1997 to stoaédrslof record December 16,
1996. The stock dividend is reflected in the batasiteet, and dividend and earnings per share dathden restated for all reported periods.

3. ACQUISITIONS

On December 29. 1995, the Company acquired 1008teafommon stock of lowa Bancorp, Inc. ("lowa Bapth and its wholly-owned
subsidiary, lowa Savings Bank, a federal savinggkpgllowa Savings") located in Des Moines, lowaaipurchase transaction with $25
million in assets. Each share of lowa Bancorp'sroomstock was exchanged for $20.39 in cash. Thep@agnpaid aggregate consideration
of approximately $8 million. lowa Bancorp's reswfsoperations are included in the consolidatedine statement of the Company begini
as of the purchase da



Presented below are the unaudited consolidatednpnaf results of operations of the Company for tker®nths ended March 31, 1996,
assuming the lowa Bancorp acquisition had occuaieedf the beginning of the period.

S ix Months Ended
March 31, 1996
Net interest income $ 4,906,000
Net Income 1,360,000

Earnings per weighted average common and
common equivalent share
Fully diluted:
Net income $0.51

On September 30, 1996, the Company acquired 10G¥eafommon stock of Central West Bancorporati@e(itral West"), and its wholly-
owned subsidiary, Security State Bank, locatedtirai$, lowa, in a purchase transaction with $33iomilin assets. Each share of Central
West's common stock was exchanged for $18.04 im aad 2.3528 shares of the Company's common stbekCompany paid approximat
$1.3 million and issued 171,158 common shares daiti$23 per share for a total value of approxilga#8.9 million. Central West's results
of operations are included in the consolidated imestatement of the Company beginning as of thehaise date.

Presented below are the unaudited consolidatednpnaf results of operations of the Company for theronths ended March 31, 1996,
assuming the Central West acquisition had occuaseaf the beginning of the period.

S ix Months Ended
March 31, 1996
Net interest income $ 5,302,000
Net Income 1,459,000

Earnings per weighted average common and
common equivalent share
Fully diluted:
Net income $0.49

4. COMMITMENTS

At March 31, 1997 and September 30, 1996, the Casnpad outstanding commitments to originate andhmse loans totaling $22.3 milli
and $20.7 million, respectively, excluding undis®d portions of loans in process. It is expectatidbtstanding loan commitments will be
funded with existing liquid asse!



5. ACCOUNTING STANDARDS IMPLEMENTED

In March 1995, the Financial Accounting Standardaf8 (FASB) issued Statement of Financial AccognStandards (SFAS) No. 121,
Accounting for the Impairment of Long-Lived Assetsd for Long-Lived Assets to be Disposed of. SFAS N1 establishes accounting
standards for the impairment of long-lived assegstain identifiable intangibles, and goodwill teld to those assets to be held and used, and
for long-lived assets and certain identifiable ng#les to be disposed of. The Statement requéngsw of such assets whenever events or
changes in circumstances indicate that the cargingunt of an asset may not be recoverable. Measmteof an impairment loss for long-
lived assets and identifiable intangibles that matityeexpects to hold and use should be based@fathvalue of the asset. The Statement is
effective for financial statements for fiscal yebeginning after December 15, 1995. The CompanptadoSFAS No. 121 effective October

1, 1996. The adoption had no material effect onGbmpany's financial position or results of openasifor the six months ended March 31,
1997.

The FASB issued SFAS No. 122, Accounting for Mogig&ervicing Rights, in May 1995. This Statememtngfes the accounting for
mortgage servicing rights retained by the loanipatpr. Under this Statement, an entity that a@gumortgage servicing rights through either
the purchase or origination of mortgage loans afld sr securitizes those loans with servicing tsgtetained should allocate the total cost of
the mortgage loans to the mortgage servicing rightsthe loans (without the mortgage servicingtsgbased on their relative fair values.
Under current practice, all such costs are assigméuk loan. The costs allocated to mortgage si@yrights are to be recorded as a separate
asset and amortized in proportion to, and ovefith®f, the net servicing income. The carryinguabf the mortgage servicing rights are t
periodically evaluated for impairment. The Statehimcame effective for the Company as of Octob@®96. The adoption of SFAS No. 1
did not have a material effect on the Companyariiial position or results of operations for therabnths ended March 31, 1997.

In October 1995, the FASB issued SFAS No. 123, Aotiag for Stock-Based Compensation. SFAS No. IZ®erages, but does not
require, entities to use a fair value based meth@tcount for stock-based compensation plankelfdir value accounting encouraged by
SFAS No. 123 is not adopted, entities must disclbseproforma effect on net income and on earnpggscommon share had the fair value
accounting been adopted. The proforma disclosusena required in noncomplete interim financiatsiments. The Company will provide
the required proforma disclosures in any future glete financial statements.

SFAS No. 125, Accounting for Transfers and Sengaifi Financial Assets and Extinguishment of Lidlg8, provides accounting and
reporting standards for transfers and servicinfjnaincial assets and extinguishment of liabiliti®sveral transactions common to banking are
affected by SFAS No. 125, including servicing adiis and other financial assets, repurchase agrégnwan participations, asset
securitizations, and transfers of receivables wdttourse. This statement was effective for traimsastccurring after December 31, 1996 and
had no material effect on the Company's consolitfiteancial position or results of operatio



Part I. Financial Information
Item 2. Management's Discussion and Analysis of Famcial 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. Aéiferences to the Company prior to September 2@B,19&ept where otherwise indicated,
to First Federal and its subsidiary on a consatidéasis.

The following discussion focuses on the consolididiteancial condition of the Company and its sulzsids, at March 31, 1997, compared to
September 30, 1996, and the consolidated resutipexfitions for the three months and six monthg@hdarch 31, 1997, compared to the
same period in 1996. This discussion should be ireadnjunction with the Company's financial stagents, and notes thereto, for the year
ended September 30, 1996.

FINANCIAL CONDITION

Total assets decreased by $17.8 million, or 4.666n$388.0 million at September 30, 1996, to $3T0ilRon at March 31, 1997. The
decrease is primarily attributable to a reductiothe Company's portfolio of securities availaldedale as a result of maturities, the proceeds
of which were used to repay advances from the Réthome Loan Bank and other borrowings.

Cash and cash equivalents decreased $828,000,%r & $13.8 million at March 31, 1997, from $18lion at September 30, 1996. The
decrease was due primarily to the use of liquidifuto fund growth in the loan portfolio and in tliepayment of short-term borrowings.

The portfolio of securities available for sale de&ged by $19.0 million, or 17.3%, to $90.5 milletrMarch 31, 1997, from $109.5 million at
September 30, 1996. The decrease is the resuieahaturity or call of securities in an amount #rateeded purchases made during the
period.

The portfolio of net loans receivable increasedby6 million, or 1.1%, to $246.1 million at March,31997, from $243.5 million at
September 30, 1996. The increase in loan receisablerimarily due to increased originations of @emer and commercial business loans,
the balance of which increased $3.5 million and$gillion, respectively, between the comparabléqulr. These increases were partially
offset by decreases in residential and commereallgstate loans due to repayments in an amouategtian new originations and purcha



Deposit balances increased by $2.1 million, or Q.824235.5 million at March 31, 1997, from $23&#lion at September 30, 1996. The
increase in deposits resulted from increases inkihg accounts, savings accounts and certificatdeposit, and was partially offset by a
decline in money market accounts.

The balance in advances from the Federal Home Baak of Des Moines decreased by $16.7 million,@B8%, to $85.6 million at March

31, 1997 from $102.3 million at September 30, 198&ddition, other borrowings were repaid in whdleing the period resulting in a
decrease of $1.4 million. The decrease in FHLB adga and other borrowings reflects the repaymeshoft-term debt that had primarily
been used to fund the purchase of securities dl@ifar sale. These securities matured or weredaluring the period and the proceeds were
used to repay the borrowings.

Total shareholders' equity decreased by $299,000,786, to $42.9 million at March 31, 1997 from $illion at September 30, 1996. The
decrease in shareholder's equity was due primtarillye purchase of treasury stock, the effect aElwivas mostly offset by growth in retair
earnings during the period.

NON-PERFORMING ASSETS AND ALLOWANCE FOR LOAN LOSSES

Nor-performing assets at March 31, 1997 totaled $2l&om which reflects an increase of $146,00058%, from the $2.7 million balance
at September 30, 1996. At March 31, 1997, non-paifty assets included nine non-accrual mortgagesleath an aggregate outstanding
balance of $2.0 million, and fifty-three non-acdreensumer and commercial business loans with greggte outstanding balance of
$839,000. In addition, non-performing assets atdd&1, 1997 included real estate owned and otlpaiseessed assets totaling $59,000
compared to $87,000 at September 30, 1996.

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 posdid@de losses, and evaluates the adequacy of itwatice for loan losses based upon a
systematic methodology consisting of a number ool including, among others, historic loss exgrese, the overall level of non-
performing loans, the composition of its loan palitf and the general economic environment withinclvihe Bank and its borrowers oper
As a result of this analysis, the Company has éstedal an allowance for loan losses at March 39718f $2.4 million. The allowance
represents approximately 82.8% of the total-performing assets at March 31, 19



The following table sets forth an analysis of then(any's allowance for loan losses:

(In Thousands)

Balance, September 30, 1996 $ 2,356
Charge-offs 17
Transfers to real estate owned -
Recoveries -
Additions charged to operations 60

Balance, March 31, 1997 $2,399

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 Mat¢ 1997 increased $123,000, or 16.9%, to $8B0@dn $727,000 during the same
period in 1996. For the six months ended Marchl897, net income increased $299,000, or 19.9%1 ®0&million compared to $1.50
million during the same period in 1996. The inceegsnet income is due primarily to an increasaehinterest income as a result of higher
balances in average net earning assets during@@éderiods compared to the same periods the preyiear. This higher balance in average
net earning assets resulted from acquisitions ceteglduring the period and growth in the Compdigs portfolio through the origination
and purchase of loans. Net income for the 199bgdsralso reflects increased non-interest expensgard to operation of additional office
facilities associated with the acquisitions of loBencorp and Central West.

Interest Income. Total interest income for the ¢hmonths ended March 31, 1997 increased by $920000(%.4%, to $6.88 million,
compared to $5.96 million during the same perio#i986. For the six months ended March 31, 199@reést income increased by $2.86
million, or 25.3%, to $14.19 million from $11.33limn during 1996. The increase for both perioddug to higher average interest earning
asset balances during the 1997 periods compaitheé farevious year as a result of the acquisitiolowfs Bancorp and Central West, the
increased origination and purchase of loans, amgtinchase of securities available for sale.

Interest expense. Total interest expense for temtmonths ended March 31, 1997 increased by $886¢0 16.6%, to $3.97 million from
$3.41 million during the same period in 1996. Far $ix months ended March 31, 1997, interest expiercseased by $1.90 million, or 29.¢
to $8.26 million from $6.37 million for the samerjmel in 1996. The increase in interest expensd&dh periods reflects higher average
deposit balances primarily due to the acquisitioh®wa Bancorp and Central West. In addition, itterease for the 1997 periods includes
higher interest expense on Federal Home Loan Bdwkreees and other borrowings related to increasewwings used to fund the
origination and purchase of loans and the purchisecurities available for sal



Net Interest Income. Net interest income incredse#i353,000, or 13.8%, to $2.91 million for theemonths ended March 31, 1997, fr
$2.55 million for the same period in 1996. For $hemonths ended March 31, 1997, net interest ircomoreased $967,000, or 19.5%, to
$5.93 million from $4.96 million for the same patim 1996. The increase in net interest incoméédh periods is due primarily to the
overall increase in interest-earning assets betwee=nomparable periods, which resulted from tlgesitions of lowa Bancorp and Central
West and, additionally, as a result of increasdbkénioan portfolio and the portfolio of securitegailable for sale.

Provision for Loan Losses. For each of the threatmand six month periods ended March 31, 19971886, the provision for loan losses
was $30,000 and $60,000, respectively. Managenedigvies, based on review of historic loan lossesent economic conditions, the level
of nonperforming loans and other factors, that this l@fgdrovision for loan losses, and the resultingréase in the allowance for loan los
reflects an adequate reserve against potentiaddssm the loan portfolio.

Nor-Interest Income. Non-interest income increase@1§,000, or 4.7%, to $383,000 for the three moatided March 31, 1997, from
$366,000 for the same period in 1996. For the ginttms ended March 31, 1997, non-interest incomeased $102,000, or 14.8%, to
$791,000 from $689,000 for the same period in 199&. increase in noimterest income for both periods reflects the higtatlection of loar
fees from the origination and purchase of loansthadncreased collection of service charges omsiepccounts. This increase was partially
offset by a decrease in brokerage commissiongesudt of a decline in sales of alternative investtrproducts through the Company's
subsidiary.

Non-Interest Expense. Non-interest expense increakéd,$00, or 10.7%, to $1.83 million for the threentns ended March 31, 1997, from
$1.65 million for the same period in 1996. For $hemonths ended March 31, 1997, non-interest esgpércreased $583,000, or 19.1%, to
$3.64 million from $3.06 million for the same patim 1996. The increase in non-interest expensbddr periods reflects the operation of
additional office facilities associated with theyatsitions of lowa Bancorp and Central West. Theréase was partially offset by the effect of
reduced deposit insurance premiums.

Income Tax Expense. Income tax expense increase@&Y, or 13.9%, to $582,000 for the three monttied March 31, 1997, from
$511,000 for the same period in 1996. For the sirttms ended March 31, 1997, income tax expenseased $187,000, or 18.2%, to $1.21
million from $1.02 million for the comparable peditn 1996. The increase is due to the higher lef/tdxable income between the
comparable periods.

LIQUIDITY AND CAPITAL RESOURCES

The Company's primary sources of funds are depgsitscipal and interest payments on loans, investsiand mortgage-backed securities,
and funds provided by operations. While schedubadents on loans, mortgage-backed securities aortHsnm investments are relatively
predictable sources of funds, deposit flows aratlyénfluenced by general interest rates, econaraitditions and competitio



Federal regulations require First Federal to maintanimum levels of liquid assets. Currently, FiFederal is required to maintain liquid
assets of at least 5% of the average daily balahoet withdrawable savings deposits and borrowjpmgable on demand in one year or less
during the preceding calendar month, of which skenrn liquid assets must comprise not less thanLi&bid assets for purposes of this ratio
include cash, certain time deposits, U.S. Govermpggvernment agency and corporate securities bhgations generally having remaining
terms to maturity of less than five years, unldgbevise pledged. First Federal has historicallyntaéned its liquidity ratio at levels well in
excess of those required. First Federal's regyldituidity ratios at March 31, 1997 and Septem®@&r1996, were 10.9% and 5.4%,
respectively.

The Company uses its capital resources principalipeet ongoing commitments to fund maturing degtes of deposits and loan
commitments, to maintain liquidity and to meet @tieig expenses. At March 31, 1997, the Companycbatmitments to originate and
purchase loans totalling $20.9 million. The Comphalfeves that loan repayment and other sourcémdf will be adequate to meet its
foreseeable short- and long-term liquidity needs.

Regulations require First Federal to maintain mimimamounts and ratios of tangible capital and yercapital to average assets, and risk-
based capital to risk-weighted assets. The follgvable sets forth First Federal's actual capitdl r@quired capital amounts and ratios at
March 31, 1997 which, at that date, exceeded thgatadequacy requirements:

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

Amount % Amount % Amount %

(Dollars in Thousands)

Tangible Capital $31,495 9.5% $4,951 1.5% $ 9,902 3.0%
Leverage Capital $31,495 9.5% $ 9,902 3.0% $19,805 6.0%
Risk-Based Capital $33,274 16.2% $16,427 8.0% $20,534 10.0%

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 March 31, 1997 which, at that dateeeded the capital adequacy requireme



To Be Well

Requirement Capitalized Under
For Capital Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount % Amount % Amount %

(Dollars in Thousands)
Tier 1 Capital (to risk-

weighted assets) $3,217 15.1% $ 854 4.0% $1,281 6.0%
Leverage Capital

(to average assets) $3,217 9.8% $1,307 4.0% $1,633 5.0%
Risk-Based Capital (to

risk-weighted assets) $3,488 16.3% $1,708 8.0% $2,135 10.0%

The Federal Deposit Insurance Corporation ImprovdrAet of 1991 (FDICIA) established five regulatargpital categories and authorized
the banking regulators to take prompt correctii@aavith respect to institutions in an undercdpited category. At March 31, 1997, First
Federal and Security exceeded minimum requirenfentbe wel-capitalized categon



FIRST MIDWEST FINANCIAL, INC.
PART Il - OTHER INFORMATION
FORM 10-Q
Item 6. Exhibits and Reports on 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 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: May 8, 1997 By: /s/ James S. Haahr

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

Dat e May 8, 1997 By: /s/ Donald J. Wnchell

Donal d J. W nchell
Vi ce President,
Treasurer and

Chi ef Financial Oficer



ARTICLE 9

PERIOD TYPE 6 MOS
FISCAL YEAR END SEP 30 199
PERIOD END MAR 31 199°
CASH 829,60:
INT BEARING DEPOSITE 8,639,19.
FED FUNDS SOLLC 4,331,56.
TRADING ASSETS 0
INVESTMENTS HELD FOR SALE 90,528,99
INVESTMENTS CARRYING 0
INVESTMENTS MARKET 0
LOANS 248,538,49
ALLOWANCE 2,398,63
TOTAL ASSETS 370,177,01
DEPOSITS 235,521,22
SHORT TERM 43,990,00
LIABILITIES OTHER 3,673,10.
LONG TERM 44,082,14
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 29,58(
OTHER SE 42,880,95
TOTAL LIABILITIES AND EQUITY 370,177,01
INTEREST LOAN 10,949,96
INTEREST INVEST 3,238,06!
INTEREST OTHER 0
INTEREST TOTAL 14,188,02
INTEREST DEPOSI1 5,828,23
INTEREST EXPENSE 8,262,77
INTEREST INCOME NET 5,925,24
LOAN LOSSES 60,00(
SECURITIES GAINS 0
EXPENSE OTHEF 3,643,13!
INCOME PRETAX 3,013,19
INCOME PRE EXTRAORDINARY 1,802,75!
EXTRAORDINARY 0
CHANGES 0
NET INCOME 1,802,75!
EPS PRIMARY .62
EPS DILUTED .62
YIELD ACTUAL 0
LOANS NON 2,878,33!
LOANS PAST 0
LOANS TROUBLED 0
LOANS PROBLEM 2,242,43
ALLOWANCE OPEN 2,356,11
CHARGE OFF¢< 17,48:
RECOVERIES 0
ALLOWANCE CLOSE 2,398,63
ALLOWANCE DOMESTIC 2,398,63
ALLOWANCE FOREIGN 0
ALLOWANCE UNALLOCATED 0
End of Filing
Pewerad By lilHiM_tm -
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