year, total dividends paid for the year would be $1.11, a
3.74% increase over the $1.07 paid in 2007.

We are pleased to report that three of our affiliate banks,
based on ROA, were in the top twenty High Performance
“C” Corporation banks in Iowa in 2007. Boone Bank &
Trust was ranked 4th, First National Bank 15th and
Randall-Story State Bank 16th. In addition, two of our
banks were in the top twenty banks based on ROE with
First National 10th and Boone Bank & Trust 17th.

Ames National Corporation is forecasting earnings for the
year 2008 in the range of $1.19 to $1.24 per share com-
pared to the $1.17 earned in 2007. The higher projected
earnings reflect an increase in net interest margin as a result
of lower interest expense on deposits.

The 33rd Annual Meeting of Shareholders will be held on
April 30, 2008, at Reiman Gardens in Ames, Iowa. Four
Ames National Corporation directors have been re-nomi-
nated for three year terms on the Company board. The
nominees are Betty A. Baudler Horras, Douglas C.
Gustafson, DVM, Charles D. Jons, MD and Thomas H.
Pohlman. Several changes in affiliate bank directors will be
announced and Marvin J. Walter, Audit Committee
Chairman will report on his committee’s 2007 activity.
Company officers responsible for the audit, regulatory and
compliance areas will provide shareholders with an
overview of their responsibilities and Company President,
Thomas Pohlman, will give the annual report and introduce
two new affiliate bank presidents.

The Iraq war moves into its sixth year with little assurance
that the infighting among the country’s factions can be
resolved in the short term. These issues, when coupled with
the increase in unemployment and the implications of a
slower economy, have set the stage for a spirited presiden-
tial election this fall. In the meantime, it will be interesting
to follow the tight race for the democratic nomination
for president.

The Federal Reserve lowered interest rates twice this quar-
ter for a total of 2% and may lower again in the early second
quarter. Regardless of whether interest rates are lowered or
remain stable, there is positive relief for consumers affected
by the economic downturn. However, since the higher cost
of food and energy add to the overall cost of goods and serv-
ices it could lead to higher inflation and may force the
Federal Reserve to raise interest rates.

In Towa, 2007 farm income was excellent and crop prices
remain high, primarily due to the heavy crop demand in both
the food and energy areas which bodes well for another good
year in agriculture.

Sincerely,
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DANIEL L. KRIEGER THOMAS H. POHLMAN
Chairman President

CoMPANY DIRECTORS

DANIEL L. KRIEGER
Chairman

THomAas H. POHLMAN
President

BEeTTY A. BAUDLER HORRAS
President, Baudler Enterprises, Inc.

RoBERT L. CRAMER
Retired President,
Fareway Stores, Inc.

STEVEN D. FORTH
Farmer

DouclLas C. GustarsoN, DVM
Boone Veterinary Hospital

CHARLESs D. Jons, MD
Medical Consultant

James R. LArsoNn, Il
President, Larson Development Corporation

WARREN R. MADDEN
Vice President for Business & Finance,
Iowa State University

LARRY A. RAYMON
Chief Executive Officer
Raymon Enterprises, Inc.

FREDERICK C. SAMUELSON
President, James Michael & Associates, Inc.

MARVIN J. WALTER

President, Dayton Road Development Corporation
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LETTER TO SHAREHOLDERS

DEAR SHAREHOLDERS,

First quarter 2008 net income was $2,901,000, or $0.31 per
share, 15% higher than the $2,521,000, or $0.27 per share
earned in first quarter 2007. Major contributors to the
increase were significantly higher net interest income and a
14% decrease in total interest expense. Return on average
asset (ROA) was 1.33% and 1.21% and return on average
equity (ROE) was 10.37% and 9.00%, respectively for the
three-month periods ending March 31, 2008 and 2007.

Total assets increased 5% to a record $901 million compared
to $857 million reported for the quarter ended March 31,
2007. The higher total assets reflected increases in both loans
and deposits over the previous year. Four of our five affiliate
banks increased total assets with First National Bank, Ames,
reporting an 11% increase over the previous year.

Net interest income increased $1,283,000, representing a
22% increase over first quarter 2007 while non-interest
income was $256,000 lower due to a $432,000 reduction in
realized gains on securities in first quarter compared to a year
ago. Net interest margin for the first quarter was 3.78% com-
pared to 3.27% for the same period in 2007. Non-interest
expense increased over 5% in the first quarter of 2008 com-
pared to the previous year primarily due to higher occupancy
costs associated with the First National Bank Ankeny office.
Despite the higher non-interest expense, the efficiency ratio
for first quarter 2008 was 50.80%, an improvement over the

55.40% reported on March 31, 2007.

Deposits reached a record $710 million, 3% over the $690
million shown on March 31, 2007. Demand deposits
increased 15% and savings and money market accounts
increased 10% over first quarter 2007. Three of our five
affiliate banks reported higher deposit figures over the pre-
vious year with Randall-Story Bank posting a 5% increase.

Loans rose 3% to a $461 million compared to $445 million on
March 31, 2007. Randall-Story Bank, Story City, State Bank
& Trust, Nevada, United Bank & Trust, Marshalltown and
First National Bank, Ames, all increased their loans outstand-
ing over first quarter 2007. Commercial and commercial real
estate loans accounted for the higher loan totals on March 31,
2008. The allowance for loan losses as of March 31, 2008 and
March 31, 2007 totaled $5,847,000 and $6,535,000 respec-
tively. Net loan losses for the same periods were $44,000 and
$7,000 respectively.

Capital of $112,502,000 on March 31, 2008 was nearly the
same as the $112,573,000 a year ago and equals 12.5% of
total assets. Ames National Corporation stock, under the
symbol ATLO, traded in the $18.26 to $20.95 range and
closed at $19.75 on March 31, 2008 with 53,304 shares
traded during the quarter.

At the February board meeting the board of directors voted
to increase the quarterly dividend from the present $0.27
per quarter to $0.28 per quarter beginning with the divi-
dend paid to shareholders on May 15, 2008. If the $0.28
quarterly dividend is continued for the remainder of the



CONSOLIDATED BALANCE SHEETS

(unaudited)
Assets

Cash and due from banks

Federal funds sold

Interest bearing deposits in financial institutions
Securities available-for-sale

Loans receivable, net

Loans held for sale

Bank premises and equipment, net

Accrued income receivable

Other assets

Total assets

Liabilities and Stockholders” Equity
Liabilities
Deposits:
Demand, non-interest bearing
NOW accounts
Savings and money market
Time, $100,000 and over
Other time

Total deposits

Federal funds purchased and securities sold
under agreements to repurchase

Other short-term borrowings

FHLB term advances

Dividend payable

Deferred income taxes

Accrued expenses and other liabilities

Total liabilities

Stockholders’ Equity:

Common stock, $2 par value, authorized 18,000,000 shares;
9,429,580 and 9,425,013 shares issued and outstanding at
March 31, 2008 and March 31, 2007, respectively

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income,
net unrealized gain on securities available-for-sale

Total stockholders’ equity

Total liabilities and stockholders’ equity

March 31,
2008

$26,945,087

32,500,000
1,586,397
356,097,147
459,930,349
678,764
13,250,460
7,568,233
2,891,263

$901,447,700

$79,858,986
174,726,257
171,956,858
107,276,114
175,816,848

709,635,063

31,369,621
386,300
39,500,000
2,640,282
384,548
5,029,049

788,945,363

18,859,160
22,588,691
66,943,362

4,111,124

112,502,337
$901,447,700

March 31,
2007

$18,571,224

13,974,000
1,020,123
354,595,476
444,339,055
521,050
13,771,590
7,557,719
3,063,150

$857,413,387

$69,174,487
177,802,564
156,563,727
105,825,829
180,232,717

689,599,324

44,178,920
956,749
2,000,000
2,544,754
1,001,661
4,558,559

744,839,967

18,850,026
22,498,904
65,832,887

5,391,603

112,573,420
$857,413,387

CONSOLIDATED STATEMENTS OF INCOME

(unaudited) 2008
Interest and dividend income:
Loans, including fees $7,818,231
Securities:
Taxable 2,509,212
Tax-exempt 1,346,841
Federal funds sold 43,485
Dividends 296,494
Total interest income 12,014,263
Interest expense:
Deposits 4,427,567
Other borrowed funds 595,626
Total interest expense 5,023,193
Net interest income 6,991,070
Provision for loan losses 109,699
Net interest income after provision for loan losses 6,881,371
Non-interest income:
Trust department income 437,267
Service fees 429,338
Securities gains, net 21,369
Gain on sale of loans held for sale 186,292
Merchant and ATM fees 153,221
Other 164,727
Total non-interest income 1,392,214
Non-interest expense:
Salaries and employee benefits 2,579,908
Data processing 545,875
Occupancy expenses 428,101
Other operating expenses 704,811
Total non-interest expense 4,258,695
Income before income taxes 4,014,890
Provision for income taxes 1,114,262
Net income $2,900,628
Basic and diluted earnings per share $0.31

Dividends declared per share $0.28

Three Months
Ended March 31

2007
$7,573,206

2,337,115
1,194,326
30,152

390,568

11,525,367
5,325,205
492,160

—_—

5,817,365

5,708,002
9,728
5,698,274
383,345
428,614
453,523
104,100
137,674
140,878
1,648,134

2,499,953
550,442
321,404
703,150

4,074,949

3,271,459
750,445

$2,521,014
$0.27
$0.27



