
DEAR SHAREHOLDERS,

First quarter 2009 net incomewas $2,441,000, or $0.26 per share, 16%
less than the $2,901,000, or $0.31 per share, earned in first quarter
2008. Return on average assets was 1.15% and 1.33%, respectively,
and return on average equity was 9.32% and 10.37%, respectively, for
the three-month periods ended March 31, 2009, and March 31, 2008.

The lower quarterly earnings can be primarily attributed to increased
FDIC deposit insurance assessments, increased other real estate owned
costs and security losses. The increase in the FDIC assessments of
$439,000 is due mainly to higher deposit assessment rates for 2009
which are also expected to negatively impact future quarters. The
increase in other real estate costs of $397,000 is mostly the result of
impairment write downs on certain other real estate owned and an
increased volume of other real estate owned. The Company had secu-
rities losses of $351,000 during the first quarter of 2009 as compared to
security gain of $248,000 in the first quarter of 2008. The security
losses in 2009 were primarily attributable to the sale of certain corpo-
rate bonds, as the Company continues to lower its holdings, thus
reducing its risk in the corporate bond portfolio. Impairment of secu-
rities in 2009 of $23,000 related to a corporate bond issue of MGIC
Investment Corporation. As of March 31, 2009, the carrying and fair
value of the other-than-temporarily impaired securities totaled $734,000.

First quarter 2009 net interest income of $7,208,000 was 3% higher
than the $6,991,000 reported for the same period a year ago despite a
nearly $1,897,000 drop in interest income which was more than offset
by a decrease in total interest expense of $2,113,000. Non-interest
income was 28% lower due to the $351,000 loss on securities of this
quarter compared to $248,000 in gains realized a year ago. The first
quarter 2009 security losses were predominately due to the sale of
certain corporate bonds. Our net interest margin increased to 3.97%
compared to 3.78% for the same period in 2008. The efficiency ratio
for first quarter 2009 was 58.76% which was slightly higher than the
50.80% reported on March 31, 2008.

Deposits on March 31, 2009, were $685,041,000, or 3.5% lower than
the record $709,635,000 reported a year ago with a $42,849,000
decline in time deposits. Partially offsetting the decline in deposits
was an $8,307,000 increase in NOW accounts and a $15,352,000
increase in savings and money market accounts. The only affiliate
bank reporting an increase in deposits over a year ago was Boone
Bank & Trust Co.

As a result of declining loan demand, net loans decreased 5% as of
March 31, 2009 to $437,646,000 compared to $459,930,000 recorded
a year ago. The allowance for loan losses was $6,932,000, or 1.56%
of gross loans compared to $5,847,000, or 1.26% of gross loans on
March 31, 2008. Impaired loans were $7,469,000 onMarch 31, 2009,
or 1.7% of gross loans, an increase over the $6,121,000, or 1.3% of
gross loans reported March 31, 2008. The provision for loan losses
was $230,000 for the first quarter of 2009 compared to $110,000 for
the first quarter of 2008. Net charge-offs for the quarter ended March
31, 2009, were $77,000 compared to $43,000 for the same period in
2008. Other real estate owned was $13,249,000 as ofMarch 31, 2009,
$13,334,000 as of December 31, 2008, and $2,658,000 as of March
31, 2008, mainly due to the foreclosure of improved commercial
development land in third quarter 2008.

Total assets of $873,732,000 were 3% less than the record
$901,448,000 reported March 31, 2008. The change in assets was
primarily the result of lower loan demand and the decline in the
level of securities.

Company stockholder’s equity was $103,940,000, or 11.9% of total
assets compared to $112,502,000 a year ago. The lower figure was the
result of dividend payments and the decrease in the market value of the
Company’s investment portfolio. Company stock, listed under the sym-
bol ATLO, traded in the $14.87 to $28.79 range for the quarter ended
March 31, 2009, and closed at $17.09 onMarch 31, 2009, with 586,865
shares traded during the quarter.

At the February boardmeeting, the board of directors voted to lower the
quarterly dividend from $0.28 paid on February 15, 2009 to $0.10
beginning with the dividend payable to shareholders on May 15, 2009.
The lower dividend payout reflects the drop in 2008 earnings and the
Company’s commitment to maintain a strong capital structure.
Dividends will be reviewed by the board of directors each quarter to
insure a strong Company balance sheet in light of the expectation of
improving shareholder returns once the economic conditions stabilize.

Overall, we feel progress is being made toward improved financial
results. Although our investment portfolio has presented many chal-
lenges, positive signs for economic recovery are beginning to emerge
as we saw continued strength in net interest income and core earnings
during the first quarter of 2009. Within the general financial industry,
several large financial institutions reported favorable results for the
first quarter, exceeding analysts’ expectations, which may help to
once again instill confidence in investors in financial stocks. In addi-
tion, improvements in mark to market requirements by the Financial
Account Standards Board (FASB) may assist in decreasing the level
of impaired investment write-downs required under the old rules.
Signs of economic improvement are also visible in the slight upturn
in the financial markets.

Ames National Corporation is forecasting earnings for 2009, in the
range of $0.95 to $1.03 per share compared to the $0.67 earned in 2008.
The higher projected earnings are predicated on some improvements in
the economy resulting from the government’s stimulus package and
interest rates remaining at their present level for most of the year.

The 34thAnnual Meeting of Shareholders was held onApril 29, 2009
at Reiman Gardens in Ames, Iowa. The four Ames National
Corporation directors re-nominated for three-year terms on the
Company board were Robert L. Cramer, Steven D. Forth, James R.
Larson II and Warren R, Madden. Changes made last year in affiliate
bank directors were announced and Marvin J. Walter, Audit
Committee Chairman, reported on his committee’s 2008 activity.
Company President, Thomas Pohlman, presented the annual report.

Sincerely,

DANIEL L. KRIEGER THOMAS H. POHLMAN

Chairman President
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AFFILIATE BANKS



March 31 March 31
(unaudited) 2009 2008

Assets
Cash and due from banks $17,392,449 $26,945,087
Federal funds sold 48,774,000 32,500,000
Interest bearing deposits in financial institutions 12,634,196 1,586,397
Securities available-for-sale 318,347,128 356,097,147
Loans receivable, net 437,646,282 459,930,349
Loans held for sale 679,000 678,764
Bank premises and equipment, net 12,407,047 13,250,460
Accrued income receivable 6,210,789 7,568,233
Deferred income taxes 5,956,122 –
Other real estate owned 13,248,946 2,658,280
Other assets 436,176 232,983

Total assets $873,732,135 $901,447,700

Liabilities and Stockholders’ Equity

Deposits
Demand, noninterest bearing $74,455,066 $79,858,986
NOW accounts 183,032,806 174,726,257
Savings and money market 187,309,171 171,956,858
Time, $100,000 and over 77,892,158 107,276,114
Other time 162,352,259 175,816,848

Total deposits 685,041,460 709,635,063

Securities sold under agreements to repurchase 37,808,994 31,369,621
Other short-term borrowings 372,757 386,800
Long-term borrowing 41,500,000 39,500,000
Dividends payable 943,291 2,640,282
Deferred income taxes – 384,548
Accrued expenses and other liabilities 4,125,428 5,029,049

Total liabilities 769,791,930 788,945,363

Stockholders’ Equity
Common stock, $2 par value; authorized 18,000,000 shares;
9,432,915 and 9,429,580 shares issued and outstanding
as of March 31, 2009 and 2008, respectively 18,865,830 18,859,160

Additional paid-in-capital 22,651,222 22,588,691
Retained earnings 63,968,930 66,943,362
Accumulated other comprehensive income (loss), net unrealized

gains (losses) on securities available-for-sale (1,545,777) 4,111,124

Total stockholders’ equity 103,940,205 112,502,337

Total liabilities and stockholders’ equity $873,732,135 $901,447,700

(unaudited) 2009 2008
Interest and dividend income

Loans $6,611,175 $7,818,231
Securities:

Taxable 2,203,694 2,509,212
Tax-exempt 1,205,855 1,346,841

Federal funds sold 11,075 43,485
Dividends 85,673 296,494

Total interest income 10,117,472 12,014,263
Interest expense:

Deposits 2,441,530 4,427,567
Other borrowed funds 468,384 595,626

Total interest expense 2,909,914 5,023,193

Net interest income 7,207,558 6,991,070
Provision for loan losses 229,654 109,699

Net interest income after
provision for loan losses 6,977,904 6,881,371

Non-interest income:
Trust department income 382,552 437,267
Service fees 421,450 429,338
Securities gains (losses), net (350,675) 248,369
Other-than-temporary impairment

of investment securities (22,661) (227,000)
Gain on sale of loans held for sale 262,906 186,292
Merchant and ATM fees 146,010 153,221
Other 166,390 164,727

Total non-interest income 1,005,972 1,392,214
Non-interest expense:

Salaries and employee benefits 2,346,759 2,579,908
Data processing 478,635 545,875
Occupancy expenses 392,804 428,101
FDIC deposit assessments 479,911 40,906
Other real estate owned 426,844 29,714
Other operating expenses 701,467 634,191

Total non-interest expense 4,826,420 4,258,695
Income before income taxes 3,157,456 4,014,890

Income tax expense 716,316 1,114,262

Net income $2,441,140 $2,900,628
Basic and diluted earnings per share $0.26 $0.31
Declared dividends per share $0.10 $0.28

CONSOLIDATED STATEMENTS OF INCOMECONSOLIDATED BALANCE SHEETS

Three Months Ended March 31


