
Fourth Quarter 2007 Results:

Ames National Corporation’s fourth quarter net income was
$2,722,000, or $0.29 per share, which was nearly identical to
the $2,721,000, or $0.29 per share, earned in fourth quarter
last year. Net interest income increased $701,000, or 12%, for
the quarter compared to the same period a year ago primarily
due to higher loan volume, improved investment yields and the
lower cost of funds. Deposits were $9,762,000 higher than
reported for the same quarter a year ago. Return on average
assets was 1.28% this quarter compared to 1.32% in fourth
quarter 2006 while return on average equity was 9.78%, a slight
increase over the 9.74% posted a year ago. The net interest
margin for this quarter was 3.58% which is an increase over the
3.29% posted a year ago. The fourth quarter efficiency ratio of
53.90% compares to 52.23% for the same period last year. The
higher efficiency ratio is a direct result of the added expense
associated with two bank offices opened in 2006 and 2007.

2007 Annual Results:

Net income for the year was $11,009,000, or $1.17 per share,
a one cent increase over the $1.16 per share reported for 2006.
Deposits and total assets both increased, loans reached a new
high and total capital was lower compared to a year ago. Total
interest income was up $3,266,000 but this figure was partially
offset by increased total interest expense of $2,232,000. Non-
interest expense increased $1,272,000 in 2007 which reflected
the additional costs associated with operating First National
Bank’s Ankeny office which opened in April. Net interest
income, which is the difference between interest earned and
interest paid, increased 4% to $24,025,000, compared to the
$22,990,000 reported for the previous year. A positive note is
that the Company’s net interest margin for the year increased
to 3.39% from 3.29% reported December 31, 2006.

Deposits increased $9,762,000 to $690,119,000 at the end of
the year with growth in nearly every deposit category. Loans
rose 8% to a record $463,651,000 which compares to
$429,122,000 at year-end 2006 with the increase primarily
in commercial real estate borrowings. Total assets of
$861,591,000 were 3% higher than the $838,853,000 reported
on December 31, 2006 with the increase the result of higher
loan volume.

Year-end 2007 capital of $110,021,000 was 3% lower than the
$112,923,000 reported on December 31, 2006, due to a
$3,828,000 drop in unrealized capital gains on securities avail-
able for sale compared to the number reported at the end of
2006. The lower capital figure was the result of a decline in the
market value of the financial stocks in the Company’s equity
portfolio. December 31, 2007 capital represented 12.8% of
total assets.

Company stock, which is listed under the symbol ATLO, closed
at $19.50 on December 31, 2007 and ranged from $17.64 to
$21.25 per share during the quarter with 42,908 shares traded.
A $0.27 per share dividend was paid in the fourth quarter com-
pared to $0.26 per share paid during the same period a year ago.
In 2007, shareholders received dividends of $1.07 per share, a
3.9% increase over the $1.03 per share paid in 2006. At the

closing price of $19.50, the price to earnings ratio was 16.7 and
was selling at 1.67 times book value.

The succession plans at both Ames National Corporation and
First National Bank are moving forward as planned with Scott
Bauer assuming the presidency of First National Bank at the end
of the year and Tom Pohlman, president of Ames National
Corporation spending more time at the Company level. At
United Bank & Trust, Marshalltown, Leo Herrick retired at year-
end and Kathy Baker, bank senior vice president, was named
president and elected to the board of directors.

As of December 31, 2007, Ames National Corporation will no
longer serve as transfer agent for its stock due to regulatory
changes by the Securities and Exchange Commission. Effective
January 1, 2008, Illinois Stock Transfer Company will become
transfer agent for Ames National Corporation stock with our
staff continuing to answer questions regarding your investment.
This change makes it more cost effective for the Company’s
transfer agent activities. All stock transfers, registration, changes
of address and replacement certificates will be managed
through Illinois Stock Transfer Company which may be con-
tacted by telephone at 800-757-5755. The mailing address is
209 West Jackson Boulevard, Suite 903, Chicago, Ill 60606.

Iowa farmers had a banner year as the price of both corn and
beans rose as the demand for their use in both food and the pro-
duction of alternative fuels increased. The continued high price
of corn is dependent on the government’s ethanol subsidy and
its use as a major commodity in food production.

The Federal Reserve, after raising interest seven times in 2006,
reversed direction and lowered rates three times in 2007 with
more reductions likely in 2008 unless inflation becomes a defi-
nite threat. It is interesting to note that the 91-day Treasury bill
yielded over 5% a year ago and is currently yielding around
3.25% which is the direct result of the Federal Reserve lower-
ing short-term interest rates. The ½% and two ¼% rate
decreases in 2007 helped raise banks’ net interest margins
which should translate into higher earnings. As we enter 2008,
the ethanol driven price of corn, the sub-prime debacle, the
slowdown in construction and lower home prices, the declining
value of the dollar, the Iraq war, the rise in unemployment and
the higher fuel prices will all play a role in next year’s economy.

The state of Iowa was inundated with media from around the
world interested in the January 3, 2008 caucuses with candi-
dates from both parties spending millions trying to convince
Iowans to vote for them. With the presidential election less
than a year away, all of the factors discussed previously will have
an effect on which candidates survive the primaries and can
convince voters that they are qualified to lead the country.

We will again hold the annual shareholder’s meeting at Reiman
Gardens in Ames, Iowa on Wednesday, April 30, 2008 and pres-
ent shareholders with the 2007 Annual Report. Proxy information
and registration materials will be mailed to you in March.
Please mark your calendar with this date and plan to join us.

Sincerely,

DANIEL L. KRIEGER THOMAS H. POHLMAN
Chairman President
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(unaudited) 2007 2006 2007 2006

Interest and dividend income
Loans, including fees 8,129,069 $7,529,449 31,629,493 $29,593,896
Securities:

Taxable 2,322,194 2,341,644 9,304,036 8,830,356
Tax-exempt 1,225,013 1,105,260 4,828,248 4,226,941

Federal funds sold 51,198 79,971 232,723 224,882
Dividends 395,891 367,180 1,567,578 1,419,617

Total interest income 12,123,365 11,423,504 47,562,078 44,295,692
Interest expense:

Deposits 5,013,306 5,226,996 21,055,100 19,742,379
Other borrowed funds 677,974 465,572 2,482,030 1,563,149

Total interest expense 5,691,280 5,692,568 23,537,130 21,305,528

Net interest income 6,432,085 5,730,936 24,024,948 22,990,164
Provision (credit) for loan losses 16,426 44,685 (94,100) (182,686)

Net interest income after
provision (credit) for loan losses 6,415,659 5,686,251 24,119,048 23,172,850

Non-interest income:
Trust department income 471,228 373,449 2,014,277 1,462,734
Service fees 472,830 461,015 1,855,964 1,840,699
Securities gains, net 22,651 289,001 1,466,697 1,135,136
Loan and secondary market fees 203,357 107,669 743,009 564,819
Merchant and ATM fees 127,500 242,189 553,644 645,517
Gain on sale or foreclosure

of real estate – – – 482,203
Other 143,817 138,030 574,759 542,924

Total non-interest income 1,441,383 1,611,353 7,208,350 6,674,032
Non-interest expense:

Salaries and employee benefits 2,498,133 2,279,647 10,041,947 9,408,293
Data processing 595,711 561,336 2,239,595 2,185,478
Occupancy expenses 326,709 267,758 1,292,424 1,159,750
Other operating expenses 823,022 726,314 3,202,281 2,750,341

Total non-interest expense 4,243,575 3,835,055 16,776,247 15,503,862
Income before income taxes 3,613,467 3,462,549 14,551,151 14,343,020

Income tax expense 891,344 741,689 3,542,049 3,399,403

Net income 2,722,123 $2,720,860 11,009,102 $10,943,617

Basic and diluted earnings per share 0.29 0.29 1.17 1.16
Declared dividends per share 0.27 0.26 1.08 1.04

CONSOLIDATED STATEMENTS OF INCOMECONSOLIDATED BALANCE SHEETS
December 31 December 31

Assets 2007 2006

Cash and due from banks $26,044,577 $16,510,082
Federal funds sold 5,500,000 13,100,000
Interest bearing deposits in financial institutions 634,613 1,544,306
Securities available-for-sale 339,942,064 354,571,864
Loans receivable, net 463,651,000 429,122,541
Loans held for sale 344,970 525,999
Bank premises and equipment, net 13,446,865 12,617,741
Accrued income receivable 8,022,900 7,871,365
Deferred income taxes 929,326 –
Other assets 3,074,833 2,989,090

Total assets $861,591,148 $838,852,988

Liabilities and Stockholders’ Equity

Deposits
Demand, noninterest bearing $80,638,995 $77,638,264
NOW accounts 160,672,326 158,584,115
Savings and money market 162,291,544 159,401,753
Time, $100,000 and over 109,189,660 102,230,631
Other time 177,326,270 182,501,710

Total deposits 690,118,795 680,356,473

Federal funds purchased and securities sold
under agreements to repurchase 30,033,321 34,727,897

Other short-term borrowings 737,420 1,470,116
Long-term borrowing 24,000,000 2,000,000
Dividends payable 2,545,987 2,450,503
Deferred income taxes – 1,187,948
Accrued expenses and other liabilities 4,135,102 3,736,739

Total liabilities 751,570,625 725,929,676

Stockholders’ Equity
Common stock, $2 par value; authorized 18,000,000 shares;
9,429,580 and 9,425,013 shares issued and outstanding
as of December 31, 2007 and 2006, respectively 18,859,160 18,850,026

Additional paid-in-capital 22,588,691 22,498,904
Retained earnings 66,683,016 65,856,627
Accumulated other comprehensive income, net unrealized

gain on securities available-for-sale 1,889,656 5,717,755

Total stockholders’ equity 110,020,523 112,923,312

Total liabilities and stockholders’ equity $861,591,148 $838,852,988

Three Months
Ended December 31

Twelve Months
Ended December 31


