
The Company earned net income of $2,939,000, or $0.31
per share for the three months ended September 30,
2007, which was 15% higher than the $2,546,000, or
$0.27 per share, earned in third quarter 2006. Quarterly
interest expense increased 7% over a year ago, but was
considerably less than the 34% increase in interest expense
experienced in third quarter 2006 compared to the same
period in 2005. Return on average assets was 1.39% and
1.25% and return on average equity was 10.69% and 9.36%
for the three-month periods ending September 30, 2007
and 2006, respectively.

Net interest income of $6,245,000 was 11% higher than
third quarter 2006 after adjusting for a negative provision for
loan losses of $264,000. Non interest income rose 27% this
quarter compared to a year ago after a $207,000 increase in
security gains and a $10,000 increase in trust income. Net
interest margin for the quarter ended September 30, 2007
was 3.39% compared to 3.27% for third quarter 2006. This
increase represents a reversal in the downtrend of this impor-
tant ratio. Non interest expense increased 13% in third
quarter 2007 primarily due to the expense associated with
the construction and staffing of First National Bank, Ames’
new Ankeny, Iowa, branch and United Bank & Trust’s new
office in downtown Marshalltown, Iowa. The efficiency ratio
for the three months ended September 30, 2007 and 2006
was 54.02% and 52.80%, respectively.

Deposits were flat at $651 million compared to $650 mil-
lion on September 30, 2006 with time deposits increasing
and other categories decreasing. Boone Bank & Trust,
Boone, United Bank & Trust Marshalltown and Randall-Story
State Bank, Story City, all posted higher deposit totals this
quarter compared to a year ago.

Loans rose 8% to a record $458 million compared to $425
million at the end of September 2006. Randall-Story State
Bank’s loans increased 16% while First National Bank’s
loans reached a record high this quarter. The higher loan
numbers reflected increased activity in the commercial and
commercial real estate loan areas. The allowance for loan
losses as of September 30, 2007 and September 30, 2006
totaled $6,181,000 and $6,503,000, respectively. Net loan
losses for the quarter were $245,000 compared to $11,000
in third quarter 2006.

Total assets rose 4% to $851 million from the $822 million
reported on September 30, 2006 with the increase attrib-
utable to increased loan activity.

Capital ended the quarter at $112 million or 13% of total
assets which is equal to the amount reported a year ago.
Ames National Corporation stock, listed under the symbol
ATLO, traded in the $19.06 to $21.70 range this quarter
and closed at $20.37 on September 28, 2007 with 58,271
shares traded during the quarter.

The Company recently began the strategic planning process
by evaluating the current plan which was implemented in
1997 and updated in 2002. The leadership team has met in
two sessions to discuss the Company vision and the strate-
gic direction for the future. From technology and human
resources to marketing and business development, this
group will develop a five-year plan to address the many
challenges and opportunities facing the organization in the
ever changing world of financial services. The plan will be
implemented in first quarter 2008.

The Federal Reserve lowered the benchmark fed funds rate
by one half percent to 4.75% on September 18, 2007 due
to a tighter credit market created by conditions in the sub-
prime mortgage area. This lowering of rates triggered a
reduction in interest paid on bank deposits which in turn
should provide a boost to bank earnings. This reduction in
rates by the Federal Reserve was the first downward move
since June 2004 and may lead to further reductions in the
next six to twelve months.

The central Iowa economy is experiencing a boost from the
continued strong market for both corn and beans. The
reports indicate good to excellent crop yields which should
bode well for a profitable year for area farmers. The
demand for corn has not only created a stronger market for
this commodity but also helped push the price of farmland
to new highs. It was reported that 160 acres sold for over
$8,000 per acre last summer in Iowa. These prices are rem-
iniscent of the farm crisis in the 70’s when farmland nearly
doubled in a relatively short period of time which created
problems for lenders and for farmers who couldn’t meet
scheduled payments as interest rates increased. In today’s
environment, most buyers are relying on less leverage in the
purchase of farmland. Only time will tell if these prices will
prevail in the future.

We are only a year away from next year’s elections, but the
activity by candidates from both political persuasions has
been extraordinary as they position themselves for the early
2008 primaries. The outcome of next year’s elections will
determine the direction our country takes for the next four
years and beyond.

Sincerely,

DANIEL L. KRIEGER THOMAS H. POHLMAN
Chairman & President President
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AFFILIATE BANKS

Daniel Krieger and Thomas Pohlman



(unaudited) 2007 2006 2007 2006

Interest and dividend income
Loans $8,062,624 $7,504,606 $23,500,424 $22,064,447
Securities

Taxable 2,322,438 2,320,638 6,981,845 6,488,712
Tax-exempt 1,218,921 1,045,124 3,603,235 3,121,681

Federal funds sold 2,132 40,918 181,523 144,911
Dividends 397,137 353,659 1,171,687 1,052,437

Total interest income 12,003,252 11,264,945 35,438,714 32,872,188
Interest expense:

Deposits 5,232,913 5,111,121 16,041,795 14,515,383
Other borrowed funds 789,136 497,354 1,804,055 1,097,577

Total interest expense 6,022,049 5,608,475 17,845,850 15,612,960

Net interest income 5,981,203 5,656,470 17,592,864 17,259,228
Provision (credit) for loan losses (264,131) 45,859 (110,527) (227,371)

Net interest income after
provision (credit) for loan losses 6,245,334 5,610,611 17,703,391 17,486,599

Non-interest income:
Trust department income 438,383 336,207 1,543,048 1,089,285
Service fees 479,930 474,633 1,383,137 1,379,684
Securities gains, net 537,969 330,827 1,444,047 846,135
Gain on sale of loans held for sale 241,548 173,163 539,652 457,150
Merchant and ATM fees 143,859 127,108 426,144 403,328
Gain on foreclosure of real estate - 10,734 - 482,203
Other 146,284 118,701 430,943 404,894

Total non-interest income 1,987,973 1,571,373 5,766,971 5,062,679
Non-interest expense:

Salaries and employee benefits 2,480,547 2,341,368 7,543,814 7,128,646
Data processing 535,527 541,865 1,643,884 1,624,142
Occupancy expenses 344,227 294,113 965,715 891,991
Off-balance sheet provision 233,000 - 233,000 -
Other operating expenses 711,887 639,067 2,146,260 2,024,029

Total non-interest expense 4,305,188 3,816,413 12,532,673 11,668,808
Income before income taxes 3,928,119 3,365,571 10,937,689 10,880,470

Income tax expense 989,580 819,999 2,650,706 2,657,713

Net income $2,938,539 $2,545,572 $8,286,983 $8,222,757

Basic and diluted earnings per share $0.31 $0.27 $0.88 $0.87

Declared dividends per share $0.27 $0.26 $0.81 $0.78

CONSOLIDATED STATEMENTS OF INCOMECONSOLIDATED BALANCE SHEETS

(unaudited) September 30 September 30
Assets 2007 2006

Cash and due from banks $25,654,272 $18,014,733
Federal funds sold - 50,000
Interest bearing deposits in financial institutions 661,885 3,331,089
Securities available-for-sale 341,089,875 351,928,869
Loans receivable, net 457,864,361 424,848,430
Loans held for sale 754,433 591,185
Bank premises and equipment, net 13,719,670 11,913,843
Accrued income receivable 8,408,901 8,328,348
Other assets 3,139,478 2,895,230

Total assets $851,292,875 $821,901,727

Liabilities and Stockholders’ Equity

Deposits:
Demand $71,653,364 $73,742,114
NOW accounts 145,788,086 150,119,248
Savings and money market 144,800,475 149,674,765
Time, $100,000 and over 108,556,497 92,706,421
Other time 180,181,480 183,418,287

Total deposits 650,979,902 649,660,835

Federal funds purchased and securities sold
under agreements to repurchase 55,232,215 49,069,784

Other short-term borrowings 3,361,535 2,272,894
Long-term borrowings 23,000,000 2,000,000
Dividends payable 2,545,987 2,450,503
Deferred taxes - 717,188
Accrued interest and other liabilities 4,555,396 3,954,891

Total liabilities 739,675,035 710,126,095

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

9,429,580 and 9,425,013 shares issued and outstanding at
September 30, 2007 and September 30, 2006, respectively 18,859,160 18,850,026

Additional paid-in-capital 22,588,691 22,498,904
Retained earnings 66,506,883 65,586,270
Accumulated other comprehensive income –

net unrealized gain on securities available-for-sale 3,663,106 4,840,432

Total stockholders’ equity 111,617,840 111,775,632

Total liabilities and stockholders’ equity $851,292,875 $821,901,727

Three Months
Ended September 30

Nine Months
Ended September 30


