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[FIRST MIDWEST FINANCIAL, INC. LETTERHEAD]
December 15, 1997
Dear Fellow Stockholders:

On behalf of the Board of Directors and manageroéfirst Midwest Financial, Inc. ("First Midwest't the "Company"), we cordially invite
you to attend the Annual Meeting of Stockholder&ioft Midwest. The meeting will be held at 1:00/Plocal time, on January 26, 1998
the main office of the Company located at FifttEge, Storm Lake, lowa.

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

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

Your Board of Directors and management are comchitighe continued success of First Midwest Firalnhénc., and the enhancement of
your investment. As Chairman of the Board, Pregided Chief Executive Officer, | want to express appreciation for your confidence a
support.

Very truly yours,

/ s/ James S. Haahr
JAMES S. HAAHR
Chai rman of the Board,
Presi dent and Chief Executive Oficer



FIRST MIDWEST FINANCIAL, INC.

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

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TobeHeld on January 26, 1998

Notice is hereby given that the Annual Meeting tfcRholders (the "Meeting") of First Midwest Findal¢Inc. ("First Midwest" or the
"Company") will be held at the main office of ther@pany located at Fifth at Erie, Storm Lake, lowiaJanuary 26, 1998 at 1:00 P.M. local
time.

A Proxy Card and a Proxy Statement for the Meedireggenclosed.

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

Any action may be taken on the foregoing propos#ie@Meeting on the date specified above, or gndate or dates to which the Meeting
may be adjourned. Stockholders of record at theectd business on December 1, 1997 are the statdisobntitled to vote at the Meeting,
any adjournments thereof.

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

By Order of the Board of Directors

/' s/ James S. Haahr

JAMES S. HAAHR

Chai rman of the Board, President and
Chi ef Executive Oficer

Storm Lake, |owa
Decenber 15, 1997

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



PROXY STATEMENT
FIRST MIDWEST FINANCIAL, INC.

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

ANNUAL MEETING OF STOCKHOLDERS
January 26, 1998

This Proxy Statement is furnished in connectiorhwlite solicitation on behalf of the Board of Dimrst of First Midwest Financial, Inc. ("Fil
Midwest," and with its subsidiaries, the "Compangfproxies to be used at the Annual Meeting ottolders of First Midwest (the
"Meeting™) which will be held at the main office Bfrst Midwest located at Fifth at Erie, Storm Lakava on January 26, 1998 at 1:00 P.M.
local time, and all adjournments of the Meetinge Htcompanying Notice of Meeting, proxy and thigxyrStatement are first being mailed
to stockholders on or about December 15, 1997 aibeiriformation provided herein relates to Firsti&el Savings Bank of the Midwest
("First Federal") and Security State Bank ("Segtyiand when referred to with First Federal, thafiBs"), both of which are wholly owned
subsidiaries of First Midwest.

At the Meeting, stockholders of the First Midwest Aeing asked to consider and vote upon the eteofitwo directors.
Proxies and Proxy Solicitation

If a stockholder properly executes the enclosedypdistributed by First Midwest, the proxies nanval vote the shares represented by that
proxy at the Meeting. Where a stockholder specHietoice, the proxy will be voted in accordancthilie stockholder's instructions. Where
no specific direction is given, the proxies willtedhe shares "FOR" the election of managementsmees for directors of First Midwest. As
to any other matters presented at the Meetingshiaess for which proxies have been received willdted in accordance with the discretion

of the proxies.

Any proxy given pursuant to this solicitation ohetwise may be revoked by the stockholder givireg @ny time before it is voted by
delivering to the Secretary of First Midwest at #imve address, on or before the taking of the abtlke Meeting, a written notice of
revocation bearing a later date than the proxylatea dated proxy relating to the same shareswingon stock, par value $.01 per share, of
First Midwest (the "Common Stock"), or by attendthg Meeting and voting in person. Attendance atMieeting will not in itself constitute
the revocation of a proxy.

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



Voting Rights; Vote Required

Stockholders of record as of the close of busines®ecember 1, 1997 (the "Voting Record Date")| kbl entitled to one vote on each matter
presented for a vote at the Meeting for each stia@»mmon Stock then held. Such vote may be exextdis person or by a properly execu
proxy as discussed above. Directors shall be eldntea plurality of the shares present in persorepresented by proxy at the Meeting and
entitled to vote on the election of directors.

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

Voting Securitiesand Principal Holders T her eof

As of the Voting Record Date, First Midwest had9889 shares of Common Stock outstanding. Theviatlg table sets forth information
regarding share ownership of: (i) those persorentities known by management to beneficially ownrertban five percent of First Midwes
Common Stock and (ii) all directors and officersaagroup. See "Proposal | - Election of Directdes"information regarding share ownership
of First Midwest's Chief Executive Officer and R&ectors.

Benefi ci al Shares Beneficially Per cent of
Onner s Onned( 1) Cl ass
First Mdwest Financial, Inc.(2) 220, 825 8.19%

Enpl oyee Stock Oamnership Plan
Fifth at Erie
Storm Lake, lowa 50588

M. and Ms. Janmes S. Haahr(3) 276, 045 9.77%
Fifth At Erie
Storm Lake, lowa 50588

Directors and executive officers of First M dwest 838, 421 28.33%
and the Bank as a group (9 persons)(4)



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

(2) The amount reported represents shares heldrstyNidwest Financial, Inc. Employee Stock OwnépdRlan ("ESOP"), 135,745 shares of
which were allocated to accounts of participantest\Des Moines State Bank, West Des Moines, Idwatrustee of the ESOP, may be
deemed to beneficially own the shares held by 8@ which have not been allocated to the accodmartcipants.

(3) Mr. Haahr is the Chairman of the Board, Presidad Chief Executive Officer of First Midwest attd Banks. Mr. Haahr reported sole
voting and investment power with respect to all,246 shares of Common Stock reported as beneji@alhed by him. Included in the
shares reported as beneficially owned by Mr. Haa@roptions to purchase 129,532 shares of Comnumk .St

(4) Includes shares held directly, as well as tipiwith family members or held by trusts, with pest to which shares the listed individuals or
group members may be deemed to have sole or shatied and investment power. Included in the shagpsrted as beneficially owned by
all directors and executive officers are optionpuiechase 262,347 shares of Common Stock.

ELECTION OF DIRECTORS
General

The Board of Directors of First Midwest is currgntbmposed of seven members and is divided intooxppately three equal classes.
Directors of First Midwest are generally elected¢ove for a three-year term or until their respecsuccessors are elected and qualified.

The following table sets forth certain informati@s, of the Voting Record Date, regarding the corntiposof First Midwest's Board of
Directors, including each director's term of offidée Board of Directors acting as the nominatiommittee has recommended and approved
the nominees identified in the following tableislintended that the proxies solicited on behathefBoard of Directors (other than proxies in
which the vote is withheld as to a nominee) wilMmted at the Meeting FOR the election of the nae If a nominee is unable to serve, the
shares represented by all valid proxies will beeddbr the election of such substitute nominedad$Bbard of Directors may recommend. At
this time, the Board of Directors knows of no reasdiy any nominee may be unable to serve if ele&gdept as disclosed herein, there are
no arrangements or understandings between the eeraimd any other person pursuant to which the remmras selecte



Term Shares of Per cent

Position(s) Held in Director to Conmon St ock of
Name Age First M dwest Since(1) Expire Onned( 2) Cl ass
Nom nees
E. Wayne Cool ey 75 Di rector 1985 2001 93,117 3.42%
J. Tyl er Haahr(3) 34 Director, Senior Vice 1992 2001 44, 421(4) 1.64%

President, Secretary and
Chi ef Operating Oficer

Directors Remaining in Ofice

Janmes S. Haahr (3) 58 Chai rman of the Board, 1962 2000 276, 045 9.77%
President and Chi ef
Executive O ficer

G Mark M ckel son 31 Director 1997 2000 1, 000 0. 04%
Jeanne Partl ow 64 Di rector 1996 2000 4, 485(5) 0.17%
E. Thurman Gaskill 62 Di rector 1982 1999 53, 914(6) 1.98%
Rodney G Miil enburg 53 Di rector 1989 1999 123, 249 4.52%

(1) Includes service as a director of First Federal

(2) The nature of beneficial ownership for shaggmorted in this column is sole voting and investhpawer, except as otherwise noted in
these footnotes. All amounts reported hereundee baen adjusted for the three for two stock splid ppy First Midwest on January 2, 1997
in the form of a 50% stock dividend. Included ie $hares beneficially owned by the named indivislaad options to purchase shares of
Common Stock as follows: Mr. Cooley - 28,764 shakéss J. Tyler Haahr - 9,291 shares; Mr. James &l - 129,532 shares; Mr. Gaskill -
26,264 shares; and Mr. Muilenburg - 28,764 shares.

(3) Director J. Tyler Haahr is the son of Chairnrdames S. Haabhr.
(4) Includes 31,708 shares as to which Mr. J. Thi@ahr has reported shared ownership.
(5) Includes 4,485 shares as to which Ms. Partlag/reported shared ownership.

(6) Includes 26,750 shares as to which Mr. Gabla#l reported shared ownerst



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

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

J. Tyler Haahr - Mr. Haahr is Senior Vice Presid&scretary and Chief Operating Officer of FirsdMest Financial, Inc.; Executive Vice
President, Secretary and Chief Operating Officdfirdt Federal Savings Bank of the Midwest; Vicedident and Secretary of First Services
Financial Limited and Brookings Service Corporatiand Secretary of Security State Bank. Mr. Haaw heen employed by First Midwest
and its affiliates since March 1997. He was presipa partner with the law firm of Lewis and RodaR, Phoenix, Arizona, and had been
with the firm since 1989. He is a member of thezAna Bar Association, the Maricopa County Bar Asg@n and the Arizona Association
of Health Care Lawyers. Mr. Haahr is the Co-chairBuena Vista University's 1997-98 Community Caigpadund-raising. He is a member
of the Fiesta Bowl Committee and was one of thefieus of the Grand Canyon State Games. Mr. Haabived his B.S. degree with honors
in 1986 at the University of South Dakota in Vetioil, South Dakota. He graduated with honors from Georgetown University Law
Center, Washington, D.C., in May 1989. J. Tyler kfda the son of James S. Haahr, Chairman of tteedBo

James S. Haahr - Mr. Haahr is the Chairman of therd@® President and Chief Executive Officer of filddwest Financial Inc., a position he
has held since June 1993. Mr. Haahr is also Chaimhthe Board of First Federal Savings Bank offhdwest since 1990 and President and
Chief Executive Officer since 1974. Mr. Haahr seras Chairman of the Board and Chief Executivec®ffof Security State Bank. He is a
member of the Board of Trustees of Buena Vista Brsiity. Mr. Haahr has served in various capacgiiese beginning his career with the
Bank in 1961. He is a member of the Board of Doexbf America's Community Bankers and a membén@fSavings Association Insurar
Fund Industry Advisory Committee. Mr. Haahr is anfier Vice Chairman of the Board of Directors of frezleral Home Loan Bank of Des
Moines, former Chairman of the lowa League of Sgsimstitutions, and a former director of the LL8ague of Savings Institutions. Mr.
Haahr received his B.S. degree in 1962 from Bueista\College in Storm Lake, lowa. James S. Haativa@gather of J. Tyler Haahr, a
director and executive officer of the Company.

G. Mark Mickelson - G. Mark Mickelson has servediagice President (Acquisitions) for Northwestemo@th Corporation in Sioux Falls,
South Dakota since November 1996. Northwestern @r@mrporation is the unregulated investment sudsicdf Northwestern Public
Service (NYSE: NPS). Previously, Mr. Mickelson veasployed as an executive officer of Hegg Compaimi&ioux Falls, South Dakota. Vv
Mickelson received his undergraduate degree inrissi Administration from the University of Southkidota in Vermillion, South Dakota in
1988. He graduated with high honors from Harvard/ ISchool in 1993 and is also a Certified Public duwatant. Mr. Mickelson is involved
in a number of local charities, including servingtbe board of the Sioux Falls Y.M.C.



Jeanne PartlowMrs. Partlow is President of the lowa Savings BBiksion of First Federal, located in Des Moinesva. She was Preside
Chief Executive Officer and Chairman of the Boafdioova Savings Bank, F.S.B. from 1987 until it vaagjuired by and became a division of
First Federal in December 1995. Mrs. Partlow isst pnember of the Board of Directors of the Feddmhe Loan Bank of Des Moines. She
has over 30 years of bank management experience.

E. Thurman Gaskill - Since 1958, Mr. Gaskill hashew and operated a grain farming operation locaded Corwith, lowa. Mr. Gaskill has
served as a commissioner with the lowa DepartmieBtonomic Development and also as a commissioitarthe lowa Department of
Natural Resources. He has served as Presideng dfational Corn Growers Association, Chairman efttmited States Feed Grains Coul
and in numerous other agricultural positions. Recag for his outstanding contributions to the istily, he has been named to the
Agricultural Hall of Fame at lowa State UniversityAmes, lowa.

Rodney G. Muilenburg - Mr. Muilenburg is employeslaadairy specialist with Purina Mills, Inc., angbsrvises the sale of agricultural
products in a region which encompasses northwest,laortheast Nebraska, eastern South Dakota anlveest Minnesota. Mr. Muilenburg
has been a member of Purina Mills' General SalessAdy Board since 1986. In 1991 he was certifigdPhrina Mills in Agri-business
management. Mr. Muilenburg received a B.A. degneBiological Science from Northwestern College, @@ City, lowa in 1966; an M.A.
degree in secondary school education from Manktte ®Jniversity, Mankato, Minnesota in 1973; arspacialist degree in secondary sci
administration from Mankato State University, MattkaMinnesota in 1975.

Meetings and Committees of the Boar ds of Directors

Meetings and Committees of First Midwest. Meetinfthe Board of Directors are generally held onanthly basis. The Board of Directors
met 12 times during fiscal 1997. During fiscal 1983 incumbent director of First Midwest attendedér than 75% of the aggregate of the
total number of Board meetings and the total nunab@neetings held by the committees of the BoarDioéctors on which they served.

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

The ACP Committee recommends the selection of iedéent auditors to the Board, reviews the restiltseauditors' services, reviews with
management and the internal auditors the systenimseshal control and internal audit reports ansbiass that the books and records of the
Company are kept in accordance with applicable @ttixag principles and standards. In addition, temittee meets annually to make sa
recommendations and administer the RecognitionRetdntion Plan. The members of the ACP Committeddaectors Cooley, Gaskill and
Muilenburg. This Committee met three times duriisgdl 1997.

The Stock Option Committee is composed of Direc@wosley, Mickelson and Muilenburg. This committseésponsible for administering
First Midwest's 1993 and 1995 Stock Option and mitige Plans (collectively, the "Stock Option Planghis committee met twice during
fiscal 1997.

The entire Board of Directors acts as a nominatimgmittee for selecting nominees for election asafors. Nominations of persons for
election to the Board of Directors may be made dylypr at the direction ¢



the Board of Directors or by any stockholder esditto vote for the election of directors who complivith the notice procedures set forth in
the Bylaws of First Midwest. Pursuant to the Bylamsminations by stockholders must be deliveredriting to the Secretary of First
Midwest at least 30 days prior to the date of theual meeting.

Directors Fees

During fiscal 1997 all directors of First Midwestoeived a retainer fee of $3,000 per year. Thetdire of First Midwest (except for Director
Partlow) also serve as directors of either oneoth of the Banks. Non-employee directors of Fiestiéral were paid a fee of $6,000 per year
plus $500 for each regular meeting attended, afd & each committee meeting attended, with theeption of the Nominating Committee
members, who receive no fee for service on suchmitige. Non-employee directors of Security wera@afee of $300 for each regular
meeting attended and $100 for each committee ngeattended, with the exception of the Nominatingn@uttee members, who receive no
fee for service on such committee. Board membersavh employees of the Banks received no fee &r fervice on the Banks' Boards, or
their respective committees.

Executive Compensation

The following table sets forth information regamglithe compensation of First Midwest's Chief Exemidfficer and each other executive
officer of the Company whose aggregate salary amili® exceeded $100,000 during fiscal 1997 (colleltj the "Named Officers").

SUMVARY COMPENSATI ON TABLE

Long Term Conpensati on

Annual Conpensati on Awar ds
Restricted

Name and O her Annual St ock Opt i ons/ Al O her

Pri nci pal Sal ary Bonus Conpensati on Awar d( s) SARs Conpensati on

Posi tion Year ($) (%) (%) (%) (#) (%)

Janes S. Haahr 1997 $180, 000( 1) $56, 000 --- --- 5, 250 $ 33,011(2)

Chai rman of the Board, 1996 180, 000( 1) 45, 500 --- --- 23, 250 24,883
President and Chi ef 1995 155, 000( 1) 30, 000 --- --- 1,575 40, 328

Executive Oficer

J. Tyl er Haahr(3) 1997 80, 662(4) 22,400 $35, 587(5) --- 39, 600 887(6)
Seni or Vice President,

Chi ef Operating Oficer

and Secretary

Fred A Stevens 1997 105, 000 33, 600 --- --- 3,150 21, 277(7)
Presi dent of Storm Lake 1996 105, 000 27,300 --- --- 5,025 15, 519

Di vi sion of First Federal 1995 97, 000 19, 400 --- --- 1,018 25, 379
Donald J. W nchell 1997 103, 000 32, 960 --- --- 3,090 20, 754( 8)
Vi ce President, Chief 1996 103, 000 26, 780 .- .- 10, 215 14, 949

Fi nancial Oficer and 1995 90, 000 18, 000 --- --- 945 23,503

Tr easurer



(1) Includes $2,000 of compensation deferred icafid995 ,1996 and 1997 pursuant to the deferratbeasation agreement entered into in
1980 between Mr. Haahr and First Federal and $3@@0to Mr. Haahr in fiscal 1995, 1996 and 1997skervice as a director of the
Company.

(2) Includes contributions by First Federal on beb&Mr. Haahr for fiscal 1997 of $23,096 undeetESOP and $9,159 under First Federal's
Benefit Equalization Plan. This amount also incki@&56 of life insurance premiums paid on behafofHaahr by First Federal for fiscal
1997.

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

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

(5) Includes $10,634 in reimbursed relocation espsrand $24,688 in real estate fees paid on tae&8r. Haahr's residence in connection
with his employment with the Company. No other anteuequired to be reported hereunder individuakgeeds 25% of the value of the t
amount reported.

(6) Includes $252 of life insurance premiums paicbehalf of Mr. Haahr by First Federal and $635a&s commissions earned by Mr.
Haahr.

(7) Includes contributions by First Federal on bebBMr. Stevens for fiscal 1997 of $20,823 undlee ESOP and $454 of life insurance
premiums.

(8) Includes contributions by First Federal on Beb&Mr. Winchell for fiscal 1997 of $20,309 undtére ESOP and $445 of life insurance
premiums.



The following table sets forth certain informatiooncerning stock options granted during fiscal 1@0the Named Officers.

OPTI ON GRANTS | N LAST FI SCAL YEAR

Pot enti al Realizable
Val ue at Assuned Annual
Rat es of Stock
Appr eci ati on

I ndi vi dual Grants(1) for Option Terns(2)
Nunber of % of Tot al
Securities Opti ons Exerci se
Under | yi ng Granted to or Base
Options G anted Enpl oyees in Price Expiration 5% 10%
Name (#) Fi scal Year ('$/ Sh) Dat e (%) (%)
Janes S. Haahr 5, 250 7.5% $20. 125 09- 30- 07 $ 66, 439 $ 168,394
J. Tyl er Haahr 37, 500 53.6 17.375 03- 25- 07 409, 688 1, 038, 563
2,100 3.0 20. 125 09- 30- 07 26,576 67, 358
Fred A Stevens 3, 150 4.5 20. 125 09- 30- 07 39, 863 101, 036
Donald J. Wnchell 3,090 4.4 20. 125 09- 30- 07 39, 104 99, 112

(1) All the options set forth in this table vesteiof the date of the grant, except for the opttorurchase 37,500 shares of Common Stock
granted to J. Tyler Haahr which vest in four equatual installments commencing March 25, 1998.

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



The following table provides information as to treue of the options held by the Named OfficersSeptember 30, 1997. To date, no stock
appreciation rights have been granted by First Mistw

AGCGREGATE OPTI ON EXERCI SES I N LAST FI SCAL YEAR AND FY- END OPTI ON VALUES

Val ue of
Number of Unexerci sed
Unexerci sed I n-t he- Money
Options at Options at
Shar es FY-End (#) FY-End ($)(1)
Acquired on Val Ue  mm o e o e e e oo
Name Exerci se Real i zed Exerci sabl e Unexerci sabl e Exerci sabl e Unexer ci sabl e
(#) (%) (#) (#) (%) (%)
Janes S. Haahr 3,000 $ 28, 250 131, 632 --- $1, 485, 950 .-
J. Tyl er Haahr 21,573 203, 145 9,291 37, 500 96, 779 $103, 125
Fred A. Stevens 3,300 31, 625 18, 400 --- 153, 653 ---
Donal d J. W nchell 2,100 19, 775 24,732 --- 194,710 ---

(1) Represents the aggregate market value (maricet @f the Common Stock less the exercise pri€&@)@option granted based upon the
average of the closing bid and the asked price26f25 per share of the Common Stock as reportdtherNasdag Stock Market on
September 30, 1997.

Employment Agreements

First Federal has employment agreements with teedaOfficers. The employment agreements are designassist the Company in
maintaining a stable and competent management fBlaencontinued success of the Company dependssitméicant degree, on the skills
and competence of their officers. Each employmgreéement provides for annual base salary in an atnmt less than the employee's
current salary and a term of three years. Eacteawggt provides for extensions of one year, in amdib the then-remaining term under the
agreement, on each anniversary of the effective dfathe agreement, subject to a formal performaweduation performed by disinterested
members of the Board of Directors of First Federak agreements terminate upon such Named Offideath, for cause, in certain events
specified by OTS regulations, or by such Namedd@ffupon 90 days notice to First Federal. For e gnded September 30, 1997, the
disinterested members of First Federal's Boardi@fdibrs authorized one year extensions of the Nia@féicers' employment agreemer



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

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

Based on their current salaries, if employment etbs. J. Haahr, T. Haahr, Stevens and Winchelbbad terminated as of September 30,
1997, under circumstances entitling them to besgfity as described above, they would have beefedrtty receive lump sum cash payme
of approximately $903,000, $663,000, $655,000 &62iL%00, respectively.

Compensation Committee Interlocks and Insider Participation

Compensation of the executive officers of the Comypa currently determined by the ACP Committe&ioét Federal and the Stock Option
Committee of the Company. Directors Cooley, Mickeland Muilenburg are the current members of theeecommittees. All decisions by
the ACP Committee relating to the cash compensati@xecutive officers are reviewed by the full Biheexcept that Board members who

also executive officers do not participate in deldtions regarding their respective compensatiea."Sompensation Committee Report on
Executive Compensation" below.

Compensation Committee Report on Executive Compensation

First Midwest has not paid any cash compensatidts Executive officers since its formation. Allesutive officers of First Midwest also
currently hold positions with First Federal andaige cash compensation from First Federal. Thetfomof administering the executive
compensation policies of First Federal is curreptiyformed by the ACP Committee of the Board o&biors of First Federal, consisting of
Directors Cooley, Mickelson and Muilenburg. All d&ions by the ACP Committee relating to the caghpensation of First Federal's
executive officers are reviewed by the full Boafd-mst Federal, except that Board members whabs@ executive officers do not particip
in deliberations regarding their respective comp#aon.

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

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



Support a performance-oriented environment thatirdsiperformance not only with respect to the Comisagoals, but also the Company's
performance as compared to that of industry perdowe levels;

Attract and retain key executives critical to tbed-term success of the Company;
Integrate compensation programs with both the Catyipaannual and long-term strategic planning andsmeng processes; and
Reward executives for long-term strategic managé¢iueth the enhancement of shareholder value.

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

Executive Officer Compensation Program

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

Base Salary. Base salary levels for executive @ffi@re competitively set relative to other pullichded banking and thrift companies. In
determining base salaries, the ACP Committee alsestinto account individual experience and peréoroe and specific issues particular to
the Company.

Annual Incentive Bonuses. Executive officers arel jpa annual incentive bonus, which is determirged percentage of such executive
officers' base salary, if the Company's targetaalgyincluding its targeted goals for return oreéssreturn on equity, asset quality and inte
rate risk exposure) established at the beginnirthefear are met and certain safety and soundtasdards at the Bank level are maintail

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

Chief Executive Officer Compensation

Mr. James S. Haahr was appointed to the positidPregident and Chief Executive Officer of First &edlin 1974 and Chairman in 1990, and
has also served in such capacities with the Compag its inception in 1993. Mr. Haahr's fisca®&%ase salary is approximately $175,000
per year, subject



such adjustments in future years as shall be detethby the ACP Committee. Mr. Haahr's base sdtarfiscal 1997 was approximately
$175,000. The ACP Committee determined to mairiainHaahr's current year base salary at the sawnet ds last year due to the Compa
continued focus on incentive-based compensatiath, thveé use of long-term incentive awards as argmatepart of the overall compensation
program.

Mr. Haahr was awarded a cash bonus in Septembé&rdfpproximately $56,000 and was granted a lengrincentive award consisting of
options to purchase 5,250 shares of the Compamytsrion Stock. These awards were determined by tHe @@nmittee after consideration
of Mr. Haahr's contribution to the Company's fist897 performance relative to predetermined tathgtals for return on equity, return on
assets, asset quality and interest rate risk exppand in recognition of Mr. Haahr's anticipatatufe performance.

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

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

E Wayne Cooley G. Mark Mickelson Rodney G. Muilenberg
Shareholder Return Perfor mance Presentation

The line graph below compares the cumulative &haleholder return on the Company's Common Stottletoumulative total return of a
broad index of the Nasdaqg Market and a savingdaardindustry index for the period commencing opt8mber 20, 1993 (the date the
Company became a public company) through SepteBther997.

[GRAPHIC-GRAPH PLOTTED TO POINTSLISTED BELOW]

09/ 20/ 93 09/ 30/ 93 09/ 30/ 94 09/ 30/ 95 09/ 30/ 96 09/ 30/ 97
First Mdwest Financial, Inc..... $100. 00 $106. 78 $106. 78 $138. 04 $170. 65 $214. 18
Selected Thrift Index............ 100. 00 100. 00 105. 04 135.01 162. 16 275. 17

Nasdaq Market Index.............. 100. 00 100. 00 105. 82 128. 48 150. 00 203. 88



Certain Transactions

The Banks have followed a policy of granting loémeligible directors, officers, employees and mermskof their immediate families for the
financing of their personal residences and for aorer purposes. As of September 30, 1997, all loaestensions of credit to executive
officers and directors were made on substantiblysame terms, including interest rates and codlatas those prevailing at the time for
comparable transactions with the general publicdmdot involve more than the normal risk of repantor present other unfavorable
features.

Section 16(a) Beneficial Ownership Reporting Coanptie

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

To First Midwest's knowledge, based solely on dese\wof the copies of such reports furnished totRtielwest and written representations
that no other reports were required during theafisear ended September 30, 1997, all
Section 16(a) filing requirements applicable tooiicers, directors and greater than 10 percenefieial owners were complied with.

INDEPENDENT AUDITORS

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

STOCKHOLDER PROPOSALS

In order to be eligible for inclusion in the Fitdidwest's proxy materials for the next Annual Magtof Stockholders, any stockholder
proposal to take action at such meeting must beived at First Midwest's main office, Fifth at Er&torm Lake, lowa no later than August
17, 1998. Any such proposal shall be subject ta¢lhjeirements of the proxy rules adopted undeEttehange Act.

OTHER MATTERS

The Board of Directors is not aware of any businesome before the Meeting other than those nsattescribed above in this Proxy
Statement. However, if any other matter should priypcome before the Meeting, it is intended thaltlars of the proxies will act in
accordance with their best judgme



REVOCABLE PROXY
FIRST MIDWEST FINANCIAL, INC.

[1 PLEASE MARK VOTESASIN THISEXAMPLE

ANNUAL MEETING OF STOCKHOLDERS
JANUARY 26, 1998

The undersigned hereby appoints the members ddhed of Directors of First Midwest Financial, Irithe "Company"), and its survivor,
with full power of substitution, to act as attorsegnd proxies for the undersigned to vote all shafeommon stock of the Company which
the undersigned is entitled to vote at the Annuaétihg of Stockholders (the "Meeting"), to be hefdJanuary 26, 1998 at the Company's
main office located at Fifth at Erie, Storm Lakewh, at 1:00 P.M. local time, and at any and gthaghments thereof, as follows:

1. The election of E. Wayne Cooley and J. Tylerltaes directors for terms of three years.
[JFOR[]WITHHOLD [] EXCEPT

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

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

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

THISPROXY ISSOLICITED ON BEHALF OF
THE BOARD OF DIRECTORS

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

The stockholder acknowledges receipt from the Camppprior to the execution of this Proxy, of NotickEthe Meeting, a Proxy Statement
dated on or about December 15, 1997 and the CongpAnpual Report to Stockholders for the fiscalryeraded September 30, 19!



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

Date

Stockholder sign above

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

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

PLEASE ACT PROMPTLY

SIGN, DATE & MAIL YOUR PROXY CARD TODAY

End of Filing
pm‘mdﬂ-y]':l}{;a"l{%l
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