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SHAREHOLDERS

DEAR SHAREHOLDERS,

The Company earned a net income of $2,521,000, or $0.27 per
share, for the three months ended March 31, 2007, which was
13% less than the $2,912,000, or $0.31 per share, earned in first
quarter 2006. Lower quarterly earnings were posted as the
result of a $1,039,000 increase in total interest expense paid in
first quarter 2007 compared to first quarter 2006. Return on
average assets was 1.21% and 1.43%, respectively, and return on
average equity was 9.00% and 10.66%, respectively, for the
three-month period ending March 31, 2007, and 2006.

Two important factors have affected community bank earnings.
Branching by a multitude of Iowa banks into more viable com-
munities has increased the number of banking offices competing
for the same deposit and loan base. Additionally, the inverted
interest rate curve continues to put downward pressure on bank
net interest margins which translates into lower earnings.

Net interest income was 2% lower than first quarter 2006 based
on a 22% increase in total interest expense which compares to
an 8% increase in total interest income during the same period
last year. Non-interest income was 13% lower this quarter
despite a $209,000 increase in securities gains compared to the
same period a year ago. The higher non-interest income report-
ed first quarter 2006 included a non-reoccurring gain of
$471,000 on foreclosure of commercial real estate. Net interest
margin for the quarter ended March 31, 2007, was 3.27% com-
pared to 3.34% for first quarter 2006. Non-interest expense
increased 5% in first quarter 2007 over the same quarter last
year primarily due to the additional costs associated with the
construction and staffing of First National Bank’s new Ankeny
branch and United Bank & Trust’s new downtown office. The
efficiency ratio for the three months ended March 31, 2007,
was 55.40% compared to 50.30% for the same period last year.

Total assets of $857,000 million increased 3% from the
$835,000 million reported for the quarter ended March 31,
2006. The higher total assets were driven by a $20,000,000
increase in the securities portfolio including the addition of
$14,000,000 in municipal bonds.

Deposits dropped to $690 million, 1% lower than the $697
million reported March 31, 2006. The decrease was primarily
in public fund deposits. Boone Bank & Trust, Boone; Randall-
Story State Bank, Story City; and United Bank & Trust,
Marshalltown, all posted higher deposit numbers this quarter
compared to a year ago.

Loans were a record $444 million, 1% higher than the $439
million on March 31, 2006. Randall-Story State Bank and
United Bank & Trust both increased their loan portfolios this
past year. Pushing loans higher was increased activity in the
commercial and commercial real estate loan areas. The
allowance for loan losses as of March 31, 2007, and March 31,
2006, totaled $6,535,000 and $6,782,000 respectively. Net
loan losses for the quarter were $7,000 compared to $13,000
in first quarter 2006.

Capital ended the quarter at $113 million, a 4% increase over
last year, and represents 13% of total assets. Ames National
Corporation stock, under the symbol ATLO, traded in the

$20.56 to $22.44 range and closed at $21.23 on March 31,
2007, with 87,488 shares traded during the quarter.

At the February 2007 board meeting, the Board of Directors
voted to increase the quarterly dividend from the present $0.26
per share to $0.27 per share beginning with the dividend paid to
shareholders on May 15, 2007. If the $0.27 quarterly dividend is
continued for the remainder of 2007, total dividends paid for the
year would be $1.07, a 4% increase over the $1.03 paid in 2006.

Ames National Corporation is forecasting earnings this year
in the range of $1.16 to $1.21 per share compared to the
$1.16 earned in 2006. The higher estimated 2007 earnings
are the result of a projected increase in net loan and invest-
ment interest income.

The 32nd Annual Meeting of Shareholders will be held April 25,
2007, at Reiman Gardens in Ames, Iowa. The directors standing
for re-election for three-year terms to the Board of Directors are
Fred C. Samuelson, Marvin J. Walter and Daniel L. Krieger. In
addition, the Company Board of Directors has placed in nomi-
nation three additional names for election to the board.

For a three-year term, they are recommending Larry A. Raymon
representing United Bank & Trust, Marshalltown; for a two-year
term, Steven D. Forth representing Randall-Story State Bank,
Story City, and for a one-year term, Thomas H. Pohlman,
Executive Vice President of Ames National Corporation as an
additional Company officer representative. The new director
nominee’s terms are staggered in order to have an even number
of directors stand for election each year in the future.

A report on activities designed to improve employee perform-
ance, attract new loans and deposits and protect customer
information will be presented by three Ames National
Corporation officers in charge of the human resources, mar-
keting and technology functions. We will report on succession
planning at both Ames National Corporation and the affiliate
banks. Plans are already in place at Ames National Corporation,
First National Bank and Randall-Story State Bank. The Board
of Directors of United Bank & Trust will be addressing this
issue in 2007 as they plan for the future.

The war in Iraq has divided the country and created a debate in
Congress on future funding for our troops. The higher cost of ener-
gy and the ever-present threat of increasing inflation will add a
degree of uncertainty in the economy for the unforeseeable future.

Grain producers are enjoying a doubling of corn prices compared
to last year as the demand for this commodity will increase each
time a new ethanol plant comes on line. It will remain to be seen
how much corn will be available for this purpose and still provide
enough to meet the growing demand for producing food.

The Federal Reserve has left interest rates steady since June
2006 with the anticipation that it may announce a reduction in
the second half of 2007. Economic indicators will play a major
role in determining the direction of rates this year.

Sincerely,

DANIEL L. KRIEGER
Chairman & President
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(unaudited) 2007 2006

Interest and dividend income:
Loans, including fees $7,573,206 $7,201,944
Securities:

Taxable 2,337,115 2,040,230
Tax-exempt 1,194,326 1,036,363

Federal funds sold 30,152 11,303
Dividends 390,568 339,774

Total interest income 11,525,367 10,629,614
Interest expense:

Deposits 5,325,205 4,436,184
Other borrowed funds 492,160 342,619

Total interest expense 5,817,365 4,778,803

Net interest income 5,708,002 5,850,811
Provision for loan losses 9,728 29,624

Net interest income after provision for loan losses 5,698,274 5,821,187
Non-interest income:

Trust department income 383,345 363,403
Service fees 428,614 407,321
Securities gains, net 453,523 244,479
Gain on sale of loans held for sale 104,100 111,466
Merchant and ATM fees 137,674 143,060
Gain on foreclosure of real estate - 471,469
Other 140,878 151,541

Total non-interest income 1,648,134 1,892,739
Non-interest expense:

Salaries and employee benefits 2,499,953 2,415,206
Data processing 550,442 500,102
Occupancy expenses 321,404 309,959
Other operating expenses 703,150 669,630

Total non-interest expense 4,074,949 3,894,897
Income before income taxes 3,271,459 3,819,029

Provision for income taxes 750,445 906,661

Net income $2,521,014 $2,912,368

Basic and diluted earnings per share $0.27 $0.31
Dividends declared per share $0.27 $0.26

CONSOLIDATED STATEMENTS OF INCOMECONSOLIDATED BALANCE SHEETS

(unaudited) March 31, March 31,
Assets 2007 2006

Cash and due from banks $18,571,224 $15,091,703
Federal funds sold 13,974,000 18,850,000
Interest bearing deposits in financial institutions 1,020,123 4,550,083
Securities available-for-sale 354,595,476 334,787,133
Loans receivable, net 444,339,055 439,199,870
Loans held for sale 521,050 1,211,099
Bank premises and equipment, net 13,771,590 11,387,490
Accrued income receivable 7,557,719 6,764,693
Deferred income taxes - 658,506
Other assets 3,063,150 2,445,424

Total assets $857,413,387 $834,946,001

Liabilities and Stockholders’ Equity
Liabilities
Deposits:

Demand, non-interest bearing $69,174,487 $71,272,091
NOW accounts 177,802,564 180,691,057
Savings and money market 156,563,727 164,790,815
Time, $100,000 and over 105,825,829 99,319,446
Other time 180,232,717 181,323,699

Total deposits 689,599,324 697,397,108

Federal funds purchased and securities sold
under agreements to repurchase 44,178,920 21,057,706

Other short-term borrowings 956,749 20,182
FHLB term advances 2,000,000 1,000,000
Dividend payable 2,544,754 2,449,010
Deferred income taxes 1,001,661 -
Accrued expenses and other liabilities 4,558,559 4,153,245

Total liabilities 744,839,967 726,057,069

Stockholders’ Equity:
Common stock, $2 par value, authorized 18,000,000 shares;

issued and outstanding March 31, 2007, and March 31, 2006;
total 9,425,013 and 9,419,271 shares, respectively 18,850,026 18,838,542

Additional paid-in capital 22,498,904 22,383,375
Retained earnings 65,832,887 65,176,887
Accumulated other comprehensive income,

net unrealized gain on securities available-for-sale 5,391,603 2,490,128

Total stockholders’ equity 112,573,420 108,888,932

Total liabilities and stockholders’ equity $857,413,387 $834,946,001

Three Months
Ended March 31


