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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

FIRST MIDWEST BANCORP, INC.

CONSOLIDATED STATEMENTSOF CONDITION
(Amalintsin tholisands)

June 30, December 31,
2002 2001
(Unaudited)
Assets
Cash and dUE fromM DANKS ........cvererrireenrereiesesseesssssssessssssssssssssssesssssssssesssssssssssssssssssssssssnns $ 184,792 % 155,822
Federal funds sold and other short-term iNVESIMENtS..........cooereeineeeneesreennereereeees 4,610 4,334
MOrtgages held fOr SAIE.......cvrerrerc e es 9,919 15,240
Securities available for sale, at market ValUE ... 1,968,647 1,771,607
Securities held to maturity, at amMOrtiZed COSt........cvvuveevererereree e 95,138 89,227
Loans, net of unearned diSCOUNL...........covreeuririnrerierereeie et es 3,392,481 3,372,306
RESEIVE FOr 108N [OSSES.......ovuirieeiieeiere et (47,818) (47,745)
NN B 0 0 OO 3,344,663 3,324,561
Premises, furniture and eqUIPIMENT ... ss s 80,652 77,172
Accrued iNtereSt FECAIVADIE ...ttt 32,747 32,027
Investment in corporate owned [ife INSUraNCE.........ccovevirieerenineesescseesesee s 138,287 135,280
€070 11/ 1 1 OO 16,397 16,397
Other intangible assets 755 1,313
OENEL BSSELS ....eeuceeurireueireee ettt ettt s s s et ss e s e s bbb bbbttt 34,352 44,939
T OBl BSSELS....euveecereeetee et $ 5910959 $ 5,667,919
Liabilities
DEMEANG HEPOSIES ....ocerereeseereiseeseeseiseessesseeseessesseessessessesssessessssssesssssssssebssssses s ssessesssasssssssssnssnes $ 776,471 % 738,175
SAVINGS AEPOSITS .....ovuevrieerereeer e bbb 460,580 421,079
NOW accounts 710,665 662,530
MONEY MAIKEL EPOSIES ....cuvrereeereeirereeirieireee sttt bbbttt es 543,620 584,030
THME EPOSITS...eecueteretirteirereei ettt se bbbttt b et b bbbt es e nnntas 1,733,504 1,788,107
QLI 0 1= o0 1S ) T 4,224,840 4,193,921
BOITOWE FUNGS........ceieriirecrc ettt bbb 1,145,351 971,851
Accrued iNtErest PAYADIE ...ttt 7,780 10,231
Other HBDIITIES ......ceereeireee ettt e bbbt 55,826 44,649
TOtAl [HADIITIES.....ceucereecerecireecrec bbb s 5,433,797 5,220,652
Stockholders' equity
Preferred stock, no par value; 1,000 shares authorized, none issued ...........ccccccveevecenne. — —
Common stock, $.01 par value; authorized 60,000 shares; issued 56,927 shares
outstanding: June 30, 2002 - 48,165 shares; December 31, 2001 - 48,725 shares... 569 569
Additional paid-in capital 71,441 74,961
RELAINEA EAIMNINGS. ... coovuiererrireeereie et 566,133 537,600
Accumulated other comprehensive inCome, NEt Of taX........oocrerrreenereenernenernee s 26,087 5,265
Treasury stock, at cost: June 30, 2002 — 8,762 shares
December 31, 2001 — 8,202 shares (187,068) (171,128)
Total stockholders' equity ............... 477,162 447,267
Total liabilitiesand stockholders' EQUILY ......ccvveereeerreeerrerirsiresseeeseseseeeseseessseesseeens $ 5910959 $ 5,667,919

See notes to consolidated financial statements.



FIRST MIDWEST BANCORP, INC.
CONSOLIDATED STATEMENTSOF INCOME
(Amounts in thousands, except per share data)

(Unaudited)
Quarters Ended Six Months Ended
June 30, June 30,
2002 2001 2002 2001
Interest Income
[0 Y= 0 £ $ 56,719 $ 67,850 $ 113656 $ 137,062
Securities available for SAle.......ceeeeecenecee e 26,099 29,604 51,764 61,433
Securities held t0 MatUNity ... 1,254 1,429 2,433 2,836
Federal funds sold and other short-term investments................. 169 279 331 472
Total iNnterest iNCOME .....ccceeeeerreeeee e 84,241 99,162 168,184 201,803
Interest Expense
i 21,241 36,234 43,857 76,351
6,704 12,563 13,784 28,199
Total iNter eSt BXPENSE......cuceeieeeeereee e tesenas 27,945 48,797 57,641 104,550
NEL INtEreSt INCOME........cveeeeeeeeeeeeeeeere e 56.,29€ 50,365 110,543 97,253
Provision for 10an [OSSES........ceeeeeeeeeeeeeeeereeseeee s 3.10C 4,065 8,155 7,523
Net interest income after provision for loan losses .... 53,19€ 46,30C 102,388 89.73C
Noninterest Income
Service charges on deposit aCCOUNES ........ccvvvereeerererseeereseseserenenas 6,219 6,089 11,975 11,581
Trust and investment management fEes.........ccovvrerrreeerrerenens 2,551 2,648 5,259 5,321
Other service charges, commissions, and fees..........ccccocevevenenee 4,458 4,628 8,751 8,895
Corporate owned life insurance income 1,739 2,019 3,437 4,287
Security gains (10Sses), NEt.......ccoeveceverceceenne 24 2 24 702
Other INCOME ...ttt et bbbt benas 1,391 1,887 3,078 3,409
Total noninter est iNCOME.........cceeececeeeeeee e 16,382 17,268 32,524 34,195
Noninterest Expense
Salaries aNd WAgES.........cccvueiucietreneee e sse s s sesessenas 15,322 14,940 30,448 29,301
Retirement and other employee benefits 4,895 4,157 9,328 8,234
Occupancy expense of premises...........oceeeene 3,598 3,819 7,113 7,933
Equipment expense. 1,972 1,889 3,854 3,843
Technology and related costs.... 2,551 2,558 5,017 5,099
ProfesSsional SEIVICES ...ttt 1,663 1,480 3,389 2,837
Advertising and promotionS.........cccceeeiierenenneneseenensssseseeeens 1,234 1,078 2,203 1,969
OthEr EXPENSES......ceveeeeeeterece ettt s e seses s 7,379 6,798 12,898 12,596
Total NONINtEr ESt EXDENSE......cueueurerrereerreereerereesseseesenas 38.614 36,718 74,25C 71,812
Income before income tax eXPenSse.......ccvvveevvereeerereseeerereneenes 30,964 26,850 60,662 52,113
INCOME LAX EXPENSE ...ttt st sa e nan 8,03C 6,55¢ 15,657 12,498
NELINCOME.....oeeeeiereeee st es $ 22934 ¢ 20291 % 45,005 $ 39.615
Per Share Data
BasiC €arnings Per SNar€.........cocoeeeereeeeeneereeseeeseeseesseenees $ 047 $ 040 $ 093 $ 0.78
Diluted earnings per Share...........oocveeeeereereeeneereeseesseenees $ 047 $ 040 $ 092 $ 0.77
Cash dividends per share $ 017 ¢ 016 ¢ 034 ¢ 0.32
Weighted average shares outstanding..........ccccececuevnennes 48,403 50,631 48,524 50,855
Weighted average diluted shares outstanding............... 48,774 50,921 48,909 51,138

See notes to consolidated financial statements.



FIRST MIDWEST BANCORP, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amountsin thousands)

Operating Activities

NELINCOME. ...ttt

(Unaudited)

Adjustments to reconcile net income to net cash provided by operating activities:

Provision for 10an [0SSES.........cococeeeeereieesee e

Depreciation of premises, furniture, and qUIPMENL..........ccccvreeeerrecceieresee e

Net amortization of premium on securities............
Net (gains) on sales of securities.........ccocvevrverrunnn.
Net (gains) on sales of other real estate owned.....

Net losses (gains) on sales of premises, furniture,

and equipMent........cccoeveeeereererererenns

Tax benefits from employee exercises of nonqualified stock options............ccccceeevueunne.

Net (increase) in deferred income taxes..................

Net amortization of goodwill and other intangibles...........ccovveeecvvecccinsseeereee s
Originations and purchases of mortgage loans held for sale .........cccocvvvcccnevcccesencenns
Proceeds from sales of mortgage loans held for sale.........ceevvecccncesceeeece e

Net (increase) in corporate owned life insurance..

Net (increase) decrease in accrued interest receivable .........coevvecccevesccessecee e

Net (decrease) in accrued interest payable.............
Net (increase) decrease in other assets....................
Net increase (decrease) in other liahilities..............

Net cash provided by operating activities...

Investing Activities
Securities available for sale:

Proceeds from maturities, repayments, and calls ..
Proceeds from Sales........ccovcnnencsernenee e

Net (IiNCrease) iN 10ans........cccceeeereeeseesssessenenns
Proceeds from sales of other real estate owned...........

Proceeds from sales of premises, furniture, and equi pMENt...........ccceeevvesvvssssesssenennns

Purchases of premises, furniture, and equipment........

Net cash (used) provided by investing aCtiVities ..........ccouvrrcncneneeneeeneeeens

Financing Activities

Net increase (decrease) in deposit accounts.................
Net increase (decrease) in borrowed funds..................
Purchase of treasury StocK...........ccverrernenneenencnenennes

Proceeds from issuance of treasury stock
Cash dividends paid........cccoceerneremnerrenerrencrneens
Exercise of stock options

Net cash provided (used) by financing activities..........ccovvverrenenceneenieereeeeseeens

Net increase in cash and cash equivalents........

Cash and cash equivalents at beginning of Period..........cccovencnenensenenecnenes

Cash and cash equivalents at end of period

See notes to consolidated financial statements.

Six Months Ended

June 30,
2002 2001

45,005 $ 39,615
8,155 7,523
4,336 4,496
3,179 219
(29) (702)
(106) (68)
145 (220)

910 359
(199) (655)
558 1,527
(103,865) (133,218)
109,186 124,015
(3,007) (4,716)
(720) 6,237
(2,451) (2,585)
(1,563) 3,970
11,301 (4,610)
70,840 41,187
270,098 352,649
254,435 355,405
(691,524) (410,780)
12,683 12,530
(18,590) (24,496)
(32,626) (147,518)
3,523 1,029
1,311 860
(9,272) (3,179)
(209,962) 136,500
30,919 (89,598)
173,500 (42,462)
(25,372) (24,343)
8 8
(16,567) (16,340)
5,880 1,246
168,368 (171,489)
29,246 6,198
160,156 184,493
189,402 % 190,691




NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share data)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying unaudited interim consolidated financial statements of First Midwest Bancorp, Inc. ("First Midwest" or
the "Company") have been prepared in accordance with generally accepted accounting principles and with the rules and
regulations of the Securities and Exchange Commission for interim financial reporting. Accordingly, they do not include all
of the information and footnotes required by generally accepted accounting principles for complete financial statements. In
the opinion of Management, all normal and recurring adjustments that are necessary to fairly present the results for the
interim periods presented have been included. The preparation of financial statements requires Management to make
estimates and assumptions that affect the recorded amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reported
period. Actual results could differ from those estimates. In addition, certain reclassifications have been made to the 2001
data to conform to the 2002 presentation. For further information with respect to significant accounting policies followed by
First Midwest in the preparation of its consolidated financial statements, refer to First Midwest's Annual Report on Form 10-
K for the year ended December 31, 2001.

Reserve for Loan Losses

The reserve for loan losses is maintained at a level believed adequate by Management to absorb probable losses inherent in
the loan portfolio and is based on the size and current risk characteristics of the loan portfolio; an assessment of individual
problem loans; actual and anticipated loss experience; and current economic events in specific industries and geographical
areas including regulatory guidance, general economic conditions, and other pertinent factors. Determination of the reserve
isinherently subjective asit requires significant estimates, including the amounts and timing of expected future cash flows on
impaired loans, estimated losses on pools of homogeneous loans based on historical loss experience, and consideration of
current economic trends, all of which may be susceptible to significant change. Loan losses are charged off against the
reserve, while recoveries of amounts previously charged off are credited to the reserve. A provision for loan lossesis charged
to operating expense based on Management's periodic evaluation of the factors previously mentioned, as well as other
pertinent factors.

Based on an estimation done pursuant to either Financial Accounting Standards Board (“FASB”) Statement No. 5,
“Accounting for Contingencies,” or FASB Statements Nos. 114 and 118, “Accounting by Creditors for Impairment of a
Loan,” the reserve for loan losses consists of three elements: (i) specific reserves established for expected losses resulting
from analysis developed through specific credit alocations on individual loans for which the recorded investment in the loan
exceeds its fair value; (ii) general allocated reserves based on historical loan loss experience for each loan category; and (iii)
unallocated reserves based on general economic conditions as well as specific economic factors in the markets in which the
Company operates.

The specific reserve allocations are based on a regular analysis of loans over a fixed-dollar amount where the internal credit
rating is at or below a predetermined classification. A loan is considered impaired when it is probable that First Midwest will
be unable to collect al contractual principal and interest due according to the terms of the loan agreement. Loans subject to
impairment valuation are defined as nonaccrual and restructured loans, exclusive of smaller homogeneous loans such as
home equity, installment, and 1-4 family residential loans. The fair value of the loan is determined based on the present
value of expected future cash flows discounted at the loan’s effective interest rate, the market price of the loan, or the fair
value of the underlying collateral less coststo sell, if theloan is collateral dependent.

The general allocated portion of the reserve based on historical loan loss experience is determined statistically using a loss
migration analysis that examines loss experience and the related internal gradings of loans charged-off. The loss migration
analysis is performed quarterly and loss factors are updated regularly based on actual experience. The general allocated
element of the reserve for loan losses also includes consideration of the amounts necessary for concentrations and changes in
portfolio mix and volume.

The unallocated portion of the reserve reflects Management's estimate of probable inherent but undetected losses within the
portfolio due to uncertainties in economic conditions, delays in obtaining information, including unfavorable information
about a borrower's financial condition, the difficulty in identifying triggering events that correl ate perfectly to subsequent loss
rates, and risk factors that have not yet manifested themselves in loss allocation factors. In addition, the unallocated reserve
includes a component that explicitly accounts for the inherent imprecision in loan loss migration models. The uncertainty
following the events of September 11™ and the recessionary environment also impact the allocation model's estimate of |oss.
The historical losses used in the migration analysis may not be representative of actual losses inherent in the portfolio that
have not yet been realized.



Goodwill And Other I ntangible Assets

Effective January 1, 2002, First Midwest adopted FASB Statement No. 142, “Goodwill and Other Intangible Assets’
(“FASB No. 142"), which addresses the accounting and reporting for acquired goodwill and other intangible assets and
supersedes APB Opinion 17. Under FASB No. 142, goodwill and intangible assets deemed to have indefinite lives will no
longer be amortized but reviewed for impairment annually, or more frequently if certain indicators arise. In addition, the
Statement requires intangible assets with identifiable lives to be evaluated periodically and to continue to be amortized over
their useful lives.

As part of the Statement’s adoption provisions, FASB No. 142 requires a transitional impairment test to be applied to
goodwill and other indefinite-lived assets within six months of adoption. Any impairment loss resulting from the
transitional impairment test would be recorded as a cumulative effect of a change in accounting principal with any
subsequent impairment losses reflected in operating income in the income statement. First Midwest completed the
transitional impairment test required on its goodwill balances on January 1, 2002 and determined that no impairment existed
as of the date of adoption. For additional disclosures regarding goodwill and other intangible assets, see Note 5 on page 9 of
this Form 10-Q.

Accounting For Long-Lived Assets

Effective January 1, 2002, First Midwest adopted FASB Statement No. 144, “ Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to be Disposed of,” (“FASB No. 144") which addresses how and when to measure
impairment on long-lived assets and how to account for long-lived assets that an entity plans to dispose of either through
sale, abandonment, exchange, or distribution to owners. The new provisions supersede FASB No. 121, which addressed
asset impairment, and certain provisions of APB Opinion 30 related to reporting the effects of the disposal of a business
segment and requires expected future operating losses from discontinued operations to be recorded in the period in which the
losses are incurred rather than the measurement date. Under FASB No. 144, more dispositions may qualify for discontinued
operations treatment in the income statement. The adoption of FASB No. 144 had no material impact on the Company’s
financial position or results of operations during the quarter and six months ended June 30, 2002.

2. SECURITIES
The aggregate amortized cost, gross unrealized gains and | osses, and market value of securities were asfollows:

June 30, 2002 December 31, 2001

Amortized Gross Unrealized Market Amortized Gross Unrealized Market
Cost Gains Losses Vaue Cost Gains Losses Value
Securities Available
for Sale
U.S. Treasury.......... $ 200 $ 1% - $ 201 $ 200 $ 5% - $ 205
U.S. Agency............ 222,476 616 D 223,091 70,217 208 (30) 70,395
M ortgage-backed... 1,165,683 27,146 (1,219) 1,191,610 1,152,535 12,091 (2,887) 1,161,739
State and municipal 472,228 21,580 (108) 493,700 473,873 9,347 (4,046) 479,174
Other......cveeeeeee. 63,238 37 (3,230) 60,045 63,167 51 (3,124) 60,094
Total ....coeveee. $ 1923825 $ 49,380 $ (4,558) $ 1,968,647 $ 1,759,992 $ 21,702 $ (10,087) $ 1,771,607
SecuritiesHeld
to Maturity
U.S. Treasury.......... $ 1,608 $ - 3 - 3 1608 $ 2,006 $ 0 3 - $ 2,046
U.S. Agency............ 126 - - 126 126 - - 126
State and municipal 68,146 134 - 68,280 63,452 127 4 63,575
Other ... 25,258 - - 25,258 23,643 - - 23,643
Total ..o $ 95138 $ 134 $ - 3 95,272 $ 89,227 $ 167 $ 4 $ 89,390

For additional details of the securities available for sale portfolio and the related impact of unrealized gains/(losses) thereon,
see Note 7 on page 10 of this Form 10-Q.



3. LOANS

Total loans, net of deferred loan fees and other discounts of $2.1 million and $2.3 million at June 30, 2002 and December

31, 2001, respectively, were as follows:

June 30, December 31,
2002 2001
Commercia and industrial $ 897603 $ 827,281
Agricultural .......ccovenienienns 87,620 87,188
CONSUMEY .. 932,610 947,246
Real estate- 1 - 4 family ....... 168,691 196,741
Real estate - COMMEICIAl ... 982,432 998,857
Real eState - CONSLIUCTION ....ocviuiirieiiceccete ettt srs b 323,525 314,993
Total loans, net of unearned diSCOUNT ...........ceveeeecerreeeeese e $ 3392481 $ 3,372,306

First Midwest concentrates its lending activity in the geographic market areas that it serves, generally lending to consumers
and small to mid-sized businesses from whom deposits are garnered in the same market areas. As a result, First Midwest
strives to maintain a loan portfolio that is diverse in terms of loan type, industry, borrower and geographic concentrations.
Such diversification reduces the exposure to economic downturns that may occur in different segments of the economy or in
different industries. As of June 30, 2002 and December 31, 2001, there were no significant loan concentrations with any

single borrower, industry or geographic segment.

4. RESERVE FOR LOAN LOSSES/IMPAIRED LOANS

A summary of the transactions in the reserve for loan losses and details regarding impaired loans for the quarters and six

months ended June 30, 2002 and 2001 are summarized below:

Quarters Ended June 30, Six Months Ended June 30,
2002 2001 2002 2001
Balance at beginning of period $ 477714 % 45,421 47,745 $ 45,093
Loans charged-off ... (4,006) (3,572 (9,871) (7,276)
Recoveries of |oans previously charged-off........... 950 791 1,789 1,365
Net [oans charged-off ... (3,056) (2,781) (8,082) (5,911)
Provision for 10an |0SSES........ccvvenereeeneeceneeneneenens 3,100 4,065 8,155 7,523
Balance at end of period..........ccoeeeeeveeeececeierseinennn, $ 47818 $ 46,705 47818 % 46,705
Impaired Loans:
Requiring valuation reserve @ ..............coooerrvee. 2062 $ 7,731
Not requiring valuation reserve. 6,955 7,554
Total impaired [0anS..........cocovevvenreerreneerrenenens 9,017 % 15,285
Valuation reserve related to impaired loans.............. 1,757 % 1,875
Average impaired 10ans..........c..occveeeerererrersereeeesenn: 11,723 $ 16,379
Interest income recognized on impaired loans........ P % 150

(2) These impaired loans require a valuation reserve allocation because the value of the loansis less than the recorded investments in the loans



5. GOODWILL AND OTHER INTANGIBLE ASSETS

Upon adoption of FASB No. 142, “Goodwill and Other Intangible Assets,” First Midwest discontinued the amortization of
goodwill, which decreased noninterest expense and increased net income for the quarter and six months ended June 30, 2002
as compared to the same 2001 periods. A reconciliation of previously reported net income and earnings per share as adjusted
for the exclusion of goodwill amortization is presented below as if First Midwest had accounted for goodwill under FASB

No. 142 for al periods presented:

Quarters Ended June 30, Six Months Ended June 30,
2002 2001 2002 2001

Reported NEL INCOME........ouvvrerereeereeereeeseeeseeessesesenens $ 22934 % 20,291 $ 45,005 $ 39,615

Add back of goodwill amortization..........cccccveeruene - 540 - 1,080
Adjusted NEL INCOME ... seeaees $ 22934 % 20,831 $ 45,005 $ 40,695
Basic earnings per share:

Reported NELINCOME .......ceeeeeeeecereereeeneeseeeeeseeeens $ 047 % 0.40 $ 093 $ 0.78

Goodwill @amOrtization..........ccveereeeeneeeensenenserensinenas - 0.01 - 0.02

Adjusted NEt INCOME........cocueeeeereereeteeeeeteeeeeeeeeee e $ 047 $ 0.41 $ 093 $ 0.80
Diluted earnings per share:

Reported NEL iNCOME .......c.veeveeeeeeeiee et $ 047  $ 0.40 $ 092 % 0.77

Goodwill @amortization..........ccevveeeeneneesenneneeeeenes - 0.01 - 0.02

Adjusted NEL INCOME.........cereerrerreeereeeerseeseeseeeseeseeens $ 047 $ 041 $ 092 % 0.79
First Midwest's carrying value of goodwill was $16.4 million at June 30, 2002 and December 31, 2001. Information
regarding the Company’ s other intangible assets follows:

June 30, 2002 December 31, 2001
Carrying Accumulated Carrying Accumulated
Amount Amortization Net Amount Amortization Net

Other intangible assets:

Core deposit premiums ........... $ 5359 $ 4716 $ 643 $ 6,982 $ 5856 $ 1,126

Other identified intangibles.... 423 311 112 423 236 187

TOtal ..o $ 5782 $ 5027 $ 755 % 7,405 $ 6,092 $ 1,313

Amortization expense of other intangible assets, which is deductible for income tax purposes, was $383 and $239 for the
quarters ended June 30, 2002 and 2001, respectively. Amortization expense of other intangible assets was $558 and $446 for

the six months ended June 30, 2002 and 2001, respectively.



6. EARNINGS PER COMMON SHARE

The following table sets forth the computation of basic and diluted earnings per share for the quarters and six months ended
June 30, 2002 and 2001:

Quarters Ended June 30, Six Months Ended June 30,
2002 2001 2002 2001
Basic Earnings per Share:
NELINCOME ...ttt $ 22934 % 20,291 $ 45005 $ 39,615
Average common shares outstanding............cc...... 48,403 50,631 48,524 50,855
Basic earnings per Share ..........oocveeeeeeeereereeeneereeseeens $ 047 % 0.40 $ 093 $ 0.78
Diluted Earnings per Share:
NELINCOME ..o $ 22934 % 20,291 $ 45005 $ 39,615
Average common shares outstanding............c.c...... 48,403 50,631 48,524 50,855
Dilutive effect of stock Options...........cooueeveerenernenes 371 290 385 283
Diluted average common shares outstanding........ 48,774 50,921 48,909 51,138
Diluted earnings per Share..........ccoeeoeeereereeeneereeseeen: $ 047 % 0.40 $ 092 % 0.77

7. COMPREHENSIVE INCOME

The components of comprehensive income, net of related taxes, for the quarters and six months ended June 30, 2002 and 2001
areasfollows:

Quarters Ended June 30, Six Months Ended June 30,
2002 2001 2002 2001
NELINCOME ..ottt ssesseeessessnes $ 22934 % 20,291 $ 45005 $ 39,615
Unrealized holding gains (losses) on securities
available for sale, net of reclassification
AAJUSEMENE ...t 27,186 (6,073) 20,257 6,304
Unrealized holding gains (losses) on
hedging aCtiVity ... 30 (153) 565 (670)
Comprenensive iNCOME.........orerremeeneersesnssseeseeens $ 50,150 $ 14,065 $ 65,827 $ 45,249
Disclosure of Reclassification Amount:
Unrealized holding gains (losses) on securities
available for sale arising during the period............ $ 27,161 % (6,073) $ 20,232 $ 6,733
Less: Reclassification adjustment for net (losses)
gainsrealized during the period..........cccovvervevcrnenns (25) - (25) 429
Net unrealized holding gains (losses) on
securities available for sale .......ooovenirenrneneereneinenns $ 27,186 $ (6,073) $ 20257 % 6,304
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Provided below is the change in accumulated other comprehensive income (loss) for the six months ended June 30, 2002 and
2001:

Six Months Ended June 30,
2002 2001

BeginNiNg DAIANCE ..ottt bbbttt sttt $ 5265 $ (7,039)
CUITENE YA CRANGE.......cececee ettt sesas e sae e sa st s et e et s e st et s e snsessennantesaen 20,822 5,634
ENiNG DAIANCE ..ottt $ 26,087 $ (1,405)
ENding balanCe CONSISES OF ..o

Accumulated unrealized gains on securities available for sale..........cccecnercecciseccnnnn, $ 27342 % (735)

Accumulated unrealized (losses) on hedging aCtiVItieS ... (1,255) (670)

Total accumulated other COmprehenSIiVE iNCOME .......ccuvvccrreec s sesnens $ 26,087 $ (1,405)

For additional details of the securities available for sale portfolio and the related impact of unrealized gains/(losses) thereon,
see Note 2 on page 7 of this Form 10-Q.

8. SUPPLEMENTARY CASH FLOW INFORMATION

Supplemental disclosures to the Consolidated Statements of Cash Flows for the six months ended June 30, 2002 and 2001 are
asfollows:

Six Months Ended June 30,

2002 2001
[NCOME LAXES PAIT ....cvvvvereeeeieiet ettt sttt b st s st s bbbttt s s s s s s s s s $ 10938 $ 9,071
Interest paid to depositors and CrEAITOrS..........cocvieerecce e e 69,092 107,135
Noncash transfers of loansto foreclosed real EState...........ccovvveeeveeeeeeeeeeeeereeereeenne 4,369 2,049
Dividends declared but UNPaid ..........cccoeeerereiecienineseeeee st ses s ens 8,208 8,025

9. CONTINGENT LIABILITIESAND OTHER MATTERS

There are certain legal proceedings pending against First Midwest and its Subsidiaries in the ordinary course of business at
June 30, 2002. In assessing these proceedings, including the advice of counsel, First Midwest believes that liabilities arising
from these proceedings, if any, would not have a material adverse effect on the consolidated financial condition of First
Midwest.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The discussion presented below provides an analysis of First Midwest's results of operations and financial condition for the
quarters and six months ended June 30, 2002 and 2001. Management's discussion and analysis should be read in
conjunction with the Consolidated Financial Statements and accompanying notes presented elsewhere in this report
aswell asFirst Midwest's 2001 Annual Report on Form 10-K. Results of operations for the quarter and six months ended
June 30, 2002 are not necessarily indicative of results to be expected for the full year of 2002. Unless otherwise stated, all
earnings per share data included in this section and throughout the remainder of this discussion are presented on a diluted
basis. All financial information is presented in thousands, except per share data.

Summary of Performance

Net income for the quarter ended June 30, 2002 increased to a record $22,934, or $.47 per diluted share, as compared to the
2001 second quarter of $20,291, or $.40 per diluted share, representing an increase of 17.5% on a diluted share basis.

Performance for the 2002 quarter resulted in record annualized return on average assets of 1.57% as compared to 1.41% for
the same quarter of 2001 and annualized return on average equity of 19.6% as compared to 17.7% for the 2001 quarter. The
elimination of goodwill amortization expense resulting from the implementation of FASB No. 142 (effective January 1,
2002) added $540 (after tax) and $.01 per share to second quarter 2002 net income and diluted earnings per share,
respectively.

For the first six months of 2002, net income increased to a record $45,005, or $.92 per diluted share, as compared to 2001's
$39,615, or $.77 per diluted share, representing an increase of 19.5% on a diluted per share basis. Performance for the first
six months of 2002 resulted in a record annualized return on average assets of 1.56% as compared to 1.39% for the same
2001 period and an annualized return on average equity of 19.5% as compared to 17.4% for the 2001 period.

Net interest margin for second quarter 2002 improved 39 basis points to 4.43% as compared to second quarter 2001 and by
11 basis points on a linked-quarter basis. Contributing to the second quarter 2002 improvement were stable interest rates,
growth in lower cost core transactional deposits, and continued re-pricing of time deposits in a lower interest rate
environment.

Total noninterest income for both second quarter 2002 and the first six months of 2002, declined by approximately 5% as
compared to the same 2001 periods. Total noninterest expense increased by 5.2% and 3.4% for the quarter and six months
ended June 30, 2002, respectively, as compared to the like 2001 periods. The efficiency ratio for the second quarter 2002
continued to improve to 49.2% as compared to 50.5% for 2001’ s second quarter and 49.7% for full year 2001.

The provision for loan losses for second quarter 2002 totaled $3,100, exceeding net charge-offs by $44. Net loan charge-offs
for second quarter 2002 were .36% of average loans, as compared to .34% for second quarter 2001 and improved from .61%
on alinked-quarter basis.

Net Interest Income, Earning Assets, and Funding Sour ces

Net Interest Income/Margin

The accounting policies underlying the recognition of interest income on loans, securities, and other earning assets are
included in the “Notes to Consolidated Financial Statements’ contained in First Midwest’s 2001 Annual Report on Form
10-K.

Net interest income on atax equivalent basis totaled $59,853 for second quarter 2002, representing an increase of $5,909, or
11.0%, over the 2001 like quarter of $53,944, with net interest margin for the 2002 quarter improving by 39 basis points to
4.43% as compared to 4.04% for the 2001 quarter. Net interest income performance for the second quarter 2002 benefited
from growth in average earning assets and changes in the mix of average interest-bearing liabilities, as well as the overall
interest rate environment.

During 2001, the Federal Reserve dropped the target federal funds rate 11 times for a total of 475 basis points from 6.5% at
the beginning of the year to 1.75% at December 31, 2001 with 200 basis points of this decrease occurring in the latter half of
2001. The Federal Reserve has not initiated any further changes in interest rates during 2002. As such, this market dynamic
positively benefited the Company’s liability sensitive Consolidated Statements of Condition resulting in interest-bearing
liabilities repricing more quickly in response to the changing market interest rates than interest-earning assets. As shown in
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the Volume/Rate Analysis on page 17, the increase in net interest income for second quarter 2002 is attributable to the
reduction in interest expense paid on interest-bearing liabilities totaling $20,852 exceeding the reduction in tax equivalent
interest income earned on interest-earning assets of $14,943 for such quarter.

The decrease in interest expense of $20,852 for second quarter 2002 was predominately attributable to the decline in the
average cost of interest-bearing liabilities to 2.43% for second quarter 2002 as compared to 4.27% for the 2001 like quarter.
The 184 basis point drop in the average interest rates paid is the result of the lower interest rate environment previously
discussed and the repricing dynamics of maturing time deposits and borrowed funds, as well as certain measures taken during
this period to more favorably manage the mix of funding sources available to the Company.

The $14,943 reduction in tax equivalent interest income for the second quarter 2002 as compared to the 2001 like quarter was
due primarily to the decline in the yield received on interest-earning assets. For the second quarter 2002, the yield on earning
assets was 6.5%, reflecting a 119 basis point reduction from the 2001 like quarter. Competitive pricing on new and
refinanced loans as well as the repricing of variable rate loans in a lower interest rate environment put downward pressure on
loan yields. The average yield on loans for second quarter 2002 fell by 146 basis points to 6.72% as compared to the 2001
like quarter. Average earning assets for the second quarter of 2002 increased 1.1% to $5,404,000 as compared to second
quarter 2001, largely driven by increases in the loan portfolio. The most significant components of earning assets, loans and
securities, are generally less sensitive to movement in market interest rates as the underlying cash flows do not reprice as
quickly.

Though the timing and magnitude of the next movement in interest rates is difficult to anticipate given the current volatility
in the markets, the Company continues to expect that the longer term trend for interest rate movement is likely to be upward.
As such, the Company, during the first six months of 2002, has undertaken certain steps to insulate net interest income
against rising rates by reducing the liability sensitivity of the balance sheet. These steps have included strategies to lengthen
the contractual maturity of liabilities (primarily time deposits and Federal Home Loan Bank (“FHLB") advances), promote
the sale of variable rate loan products and transactional deposit accounts which are believed to exhibit the characteristics of
longer duration funding sources and shorten the duration of the securities portfolio. The decline in duration is due to the
planned reinvestment of security proceeds into shorter duration investments and the acceleration of prepayments received on
mortgage-backed, fixed income securities due to the low mortgage rate environment. Although the combination of these
strategies is expected to decrease net interest margin in the range of 10 to 15 basis points for both the 3rd and 4th quarters of
2002, the Company believes they will stabilize future net interest income performance in this key component of the
Consolidated Statements of Income.

Notwithstanding the anticipation of rising interest rates, net interest income simulations modeled by the Company continue to
assess the direction and magnitude of changesin net interest income using multiple rate scenarios. A description and analysis
of First Midwest’s rate sensitivity position and management policies is included in the “Notes to Consolidated Financial
Statements’ contained in First Midwest’s 2001 Annual Report on Form 10-K.
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Securities Portfolio

The following table sets forth the period end carrying values of the securities portfolios and changes therein as of the
following periods:

Asof Period End

June 30, 2002
2002 2001 % Change From

June 30 December 31 June 30 Dec. 31, 2001 June 30, 2001

By type:
U.S. TrEASUMNY ....coeeeeierecerersireseeneeeeseeeenes $ 1,809 $ 2,211 $ 2,234 (18.2) (19.0)
U.S. AQENCY ..o 223,217 70,521 145,745 216.5 53.2
Mortgage-backed..........coovrerereereneenenne 1,191,610 1,161,739 1,154,424 2.6 3.2
State and municipal ........ccccovveerrerenene 561,846 542,626 553,869 35 14
ONEN ... 85,303 83,737 84,183 1.9 1.3
TOtA ..o $ 2063785 $ 1,860,834 $ 1,940,455 10.9 6.4

By classification:

Available for SAE ..o, $ 1968647 $ 1,771,607 $ 1,843,645 1.1 6.8
Held to MatUrity «......ooovvveeeeeeeerssereeeeeeeee 95,138 89,227 96,810 6.6 (1.7)
TOAl oo $ 2063785 $ 1,860,834 $ 1,940,455 10.9 6.4

For the quarter ended June 30, 2002, the total carrying value of the securities portfolio totaled $2,063,785 increasing 6.4%
from the second quarter 2001 and up 10.9% from fourth quarter 2001. The relative mix of the securities portfolio did not
change significantly between June 30, 2001 and 2002. The increase in balances in U.S. Agency securities between year-end
2001 and June 30, 2002 is predominately due to the purchase of $100 million U.S. Agency floating rate securities and $100
million mortgage-backed securities both funded with wholesale funds and offset by cash flows from mortgage-backed
investments into shorter maturities. These purchases were initiated to take advantage of the historic steepness in the
intermediate portion of the yield curve during the first quarter 2002 and are expected to result in a positive spread of
approximately 120 basis points on these purchases for the next two years.

The duration (or the weighted average time to receive securities cash flows) of the $2,063,785 securities portfolio has been
reduced from approximately 3.7 years as of both June 30, 2001 and December 31, 2001 to 2.7 years as of June 30, 2002. The
decline in duration was predominantly due to the planned reinvestment of security proceeds into shorter duration investments
as well as the acceleration of prepayments on mortgage-backed fixed income securities due to low mortgage rate
environments.
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Loan Growth

The following tables summarize growth in loans based upon both average and period end balances:

Commercial and industrial .........ccccceueuee.
Agricultural ........coeeevveeveeiennen,
CONSUMES .....eooeerereereerereeeerenenes
Real estate— 1- 4 family
Real estate — commercial
Real estate — construction...........cccecevvevenee.

Total Net 10ans.......occevveveeveeeeeeeeeens

Total net loans excluding
real estate — 1-4 family .........ccoveeee.

Average Balances
June 30, 2002
2002 2001 % Change From
June 30 June 30 June 30, 2001
876,672 $ 846,086 3.6
83,166 69,209 20.2
933,800 939,740 (0.6)
174,214 233,870 (25.5)
993,471 954,104 41
320,548 282,281 13.6
3,381,871 $ 3,325,290 1.7
3,207,657 $ 3,091,420 3.8

As of Period End

June 30, 2002

2002 2001 % Change From

June 30 December 31 June 30 Dec. 31, 2001  June 30, 2001

Commercial and industrial ..........cccceeuu..... $ 897,603 $ 827,281 $ 859,987 8.5 4.4

AGriCUITUral ..o 87,620 87,188 73,713 0.4 189

CONSUMES ...oeereeeereeerereereneens 932,610 947,246 948,406 (1.5) (1.7

Real estate—1- 4 family ....... 168,691 196,741 226,809 (14.2) (25.6)

Real estate — commercial ....... 982,432 998,857 967,457 (1.6) 15

Real estate — construction 323,525 314,993 296,382 (2.7) 9.2

Total Net 10anS.......ocoeveeereeereeerrieeneenenas $ 3392481 $ 3372306 $ 3,372,754 0.6 0.6
Total net loans excluding

real estate — 1-4 family .........cceeee.. $ 3223790 $ 3,175565 $ 3,145,945 15 25

Total average loans for second quarter 2002 increased 1.7% over second quarter 2001 averages with all loan categories
except 1-4 family real estate and indirect consumer experiencing growth. Excluding 1-4 family real estate, average loans for
second quarter grew 3.8% from the 2001 quarter. On a period end basis, total loans were stable with increases in the
commercial and agricultural portfolios offset by decreases in loans secured by real estate and consumer loans. In furtherance
of its asset liability management strategies for 2002, First Midwest initiated a planned reduction in its real estate 1-4 family
loan portfolio, retaining originated floating rate and other certain qualifying mortgages while selling al other originations.
While maintaining a strong focus on credit quality, loan growth continues to improve.



Core Funding Sources

The following table provides a comparison of average core funding sources for the quarters ended June 30, 2002 and 2001
based upon average balances. Average, rather than period-end balances, are more meaningful in analyzing funding sources
because of the inherent fluctuations that occur on a monthly basis within most deposit categories.

Average Balances
June 30, 2002
2002 2001 % Change From
June 30 June 30 June 30, 2001
Demand deposits $ 734261 $ 682,311 7.6
Savings deposits 457,947 459,758 (0.4)
NOW aCCounts.........cccceeeeeeeereerereeeereseenens 707,566 478,449 479
Money market deposits........ccvuveeervecrrenens 556,484 550,181 11
Time depoSitS......ccocvverireerereeeeerereseeereens 1,779,640 2,006,332 (11.3)
Total depoSItS .....veveeereeereeereeereeereeeens 4,235,898 4,177,031 14
Securities sold under
agreements to repurchase 590,379 627,079 (5.9)
Federal funds purchased.............ccccccneunee. 171,598 197,312 (13.0)
Federal Home Loan Bank advances........ 332,143 250,000 329
Total borrowed funds..........cccocveeee... 1,094,120 1,074,391 1.8
Total funding SOUrCeS........c.cccreeerreenn. $ 5,330,018 $ 5,251,422 15

Total average deposits for second quarter 2002 increased $58,867, or 1.4%, from the second quarter of 2001. During the
second half of 2001 and the first half of 2002, local competition offered rates for retail time deposits at significant premiums
above normal market rates of interest for like maturity terms. Given this competitive dynamic and the low interest rate
environment in which retail time deposits were maturing, pricing and sales strategies targeted growth in transactional deposit
accounts and customer reinvestment of maturing time deposit balances in longer-term maturities. Thus, average balances
maintained in lower cost demand, savings and NOW transactional accounts grew 17.2% from the 2001 second quarter led by
the fourth quarter 2001 introduction of a “high yield checking” NOW account. Conversely, time deposits declined by 11.3%
asretail time deposit customers sought to invest maturing balances in alow and uncertain interest rate environment.

Total average borrowed funds for second quarter 2002 increased by $19,729, or 1.8%, over the like 2001 quarter with the

need for funding as provided through the federal funds market and securities sold under agreements to repurchase being
lessened by the growth in deposits.
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Volume/Rate Analysis

The table below summarizes the changes in average interest-earning assets and interest-bearing liabilities as well as the average rates earned and paid on these assets and
liabilities, respectively, for the quarters ended June 30, 2002 and 2001. The table also details the increase and decrease in income and expense for each major category of assets

and liabilities and analyzes the extent to which such variances are attributabl e to volume and rate changes. Interest income and yields are presented on a tax-equivalent basis.

QuartersEnded June 30, 2002 and 2001

Average Average I nterest Interest Increase/(Decrease) in
Balances Rates Earned/Paid I ncome/Expense Interest Income/Expense Dueto:
Basis
Increase Points Increase
2002 2001 (Decrease)| 2002 2001 Inc/(Dec) 2002 2001 (Decrease)| Volume Rate Total
Fed funds sold and other
short-term investments....... ¢ 8,46C $ 9852 ¢ (1,393 2.36% 443%  (207%) | ¢ 5 ¢ 109 $ 59| $ (13) ¢ (46) $ (59)
Mortgagesheldfor sale......... 7,186 10,241 (3,055) 6.62% 6.64%  (0.02%) 119 170 (51 (51) - (51)
Securitiesavailablefor sae.. 1,905,887 1,902,161 3,726 6.12% 6.86%  (0.74%) 29,142 32,631 (3,489) 64 (3,553) (3,489)
Securities heldto maturity ... 100,495 96,529 3,966 6.67% 773%  (1.06%) 1,675 1,865 (190) 82 (272 (190)
Loans net of unearned
disCoUNt.....cooeeeeecireeeireeen. 3,381,871 3,325,290 56,581 6.72% 818%  (1.46%) 56,812 67,966 (11,154) 1,178 (12,332) (11,154)
Total interest-earning assets..  $ 5,403,899 $ 5344,074 $ 59,825 6.50% 769% (119%)| ¢ 87798 § 102741 $ (14943)] $ 1260 ¢ (16203) $ (14,943
Savings deposits........cccvuene. $ 457947 & 459,758 $ (1,811 1.00% 184% (084%)| ¢ 1,140 $ 2112 ¢ 972 $ ® ¢ 969 ¢ 972
NOW accounts..........cvweeneen. 707,566 478,449 229,117 1.40% 166%  (0.26%) 2,483 1,983 500 735 (235) 500
Money market deposits........ 556,484 550,181 6,303 201% 331%  (1.30%) 2,790 4,559 (1,769) 53 (1,822 (1,769)
Time deposits.......ccovveeereerenne 1,779,640 2,006,332 (226,692 3.33% 550%  (2.17%) 14,828 27,580 (12,752) (2,842 (9,910 (12,752)
Borrowed funds...........ccc........ 1,094,120 1,074,391 19,729 2.45% 468%  (2.23%) 6,704 12,563 (5,859) 235 (6,094) (5,859)
Total interest-bearing
1o 1 ) (=S $ 4595757 & 4,569,111 $ 26,646 2.43% 421%  (184%)| $ 27945 ¢ 48797 $ (20852 $ (1.827) ¥ (19025 $ (20852
Net interest margin / income 4.43% 404%  03% $ 59853 ¢ 53944 ¢ 5909| $ 3087 & 282 ¢$ 5909
2002 2001
Net Interest Margin Trend By Quarter 2nd 1st 4th 3rd 2nd 1st
Yield on interest-earning assets...........o...... 6.50% 6.55% 6.91% 7.44% 7.69% 7.94%
Rates paid on interest-bearing liahilities.... 243% 2.62% 3.04% 3.71% 4.27% 4.86%
Net interest margin..........ocoeeeeereeeereenenees 4.43% 4.32% 4.33% 4.27% 4.04% 377%
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Volume/Rate Analysis

The table below summarizes the changes in average interest-earning assets and interest-bearing liabilities as well as the average rates earned and paid on these assets and
liabilities, respectively, for the six months ended June 30, 2002 and 2001. The table also details the increase and decrease in income and expense for each major category of
assets and liabilities and analyzes the extent to which such variances are attributable to volume and rate changes. Interest income and yields are presented on a tax-equivalent
basis.

Six Months Ended June 30, 2002 and 2001

Average Average I nterest I nterest Increase/(Decrease) in
Balances Rates Earned/Paid Income/Expense Interest Income/Expense Dueto:
Basis
Increase Points Increase
2002 2001 (Decrease)| 2002 2001 Inc/(Dec) 2002 2001 (Decrease)| Volume Rate Total
Fed funds sold and other
short-term investments....... $ 6,572 $ 7920 $ (1,349 219%  518%  (29%)| $ 72 % 205 ¢ (133) ¢ (30) ¢ (103) ¢ (133)
Mortgagesheldfor sale......... 7,426 7,925 (499 6.98%  6.74% 0.24% 259 267 ® 17 9 )]
Securitiesavailablefor sae.. 1,891,96¢ 1,951,27¢ (59,310) 6.11%  6.92% (0.81%) 57,837 67,539 (9,702 (2,003) (7,699) (9,702
Securities held to maturity ... 96,493 90,744 5,749 6.71%  807% (1.36%) 3,238 3,661 (423 256 (679) (423
Loans net of unearned
discouNt.....c.coocvrecereeeireeeen. 3,371,183 3,291,832 79,351 6.75%  834% (1.59%) 113,848 137,338 (23,490) 3,402 (26,892) (23,490)

Total interest-earning assets.. $ 5373643 $ 5349700 $ 23943| 65206  781%  (129%)| $175254 $ 209010 $ (33756) $ 1608 $ (35364) $ (33756)

Savings deposits..........c.eenee. $ 445769 § 455254 ¢ (9,485) 09%  18% (090%) | $ 2207 $ 4297 $§ (2090) ¢ 88 ¢ (20020 $ (2,090
NOW accounts..........c.eeeene. 696,636 458,688 237,948 161%  178% (0.17%) 5,612 4,092 1,520 1,870 (350) 1,520
Money market deposits......... 563,312 540,956 22,356 199%  36% (1.70%) 5,610 9,968 (4,358) 431 (4,789) (4,358)
Time deposits......cccveereerennnn. 1,758,23¢ 2,030,041  (271,806) 346%  571% (2.25%) 30,428 57,994 (27,566) (6,989) (20,577) (27,566)
Borrowed funds............cc..... 1,104,16C 1,092,543 11,617 250%  516% (2.66%0) 13,784 28,199 (14,415) 303 (14,718 (14,415)
Total interest-bearing

lTaDIlItiEs ..., $ 4568112 $ 4577482 $ (9,370 252%  A45™% (205%) | $ 57641 $ 104550 $ (46909)| § (4473) X (42436) $ (46,909
Net interest margin/ income 438%  391% 047% | $117613 ¢ 104460 $ 13153| $ 6081 $ 7,072 $ 13153
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Noninterest Income

Noninterest income decreased by $887, or 5.1%, to $16,382 for the quarter ended June 30, 2002, as compared to $17,269 for
the same 2001 period. For the six months ended June 30, 2002, noninterest income decreased by $1,671, or 4.9%, to $32,524
as compared to $34,195 for the same 2001 period. For second quarter 2002, continued improvement in service charges on
deposit accounts was offset by declining trust fees, corporate owned life insurance, and other service charges, which are
sensitive to market conditions. The factorsresulting in the year-to-year changes are discussed below.

Service charges on deposit accounts increased 2.1% to $6,219 in the second quarter of 2002 as compared to $6,089 for the
same 2001 period. The $130 increase is primarily attributable to higher service charges on business checking accounts and
returned check (NSF) revenue.

Trust and investment management fees for second quarter 2002 decreased $97, or 3.7%, to $2,551 as compared to $2,648 for
second quarter 2001. These fees, which are in part influenced by the market value of assets under management and impacted
by general market conditions thereon, continue to be adversely affected by the present uncertainty existent in the equity and
credit markets.

Other service charges, commissions and fees decreased by $170 to $4,458 for the quarter ended June 30, 2002 from the 2001
like quarter of $4,628 with $128 of the decrease in commissions received on mortgage loan originations and $122 in lower
fees attributable to official checks further contributing to the decline. The current quarter decrease was offset in part by $132
in greater debit card fee income over the prior year-ago like quarter.

First Midwest's investment in corporate owned life insurance generated $1,739 in income for the second quarter 2002
decreasing approximately 13.9% as compared to the 2001 like quarter while remaining relatively stable on a linked-quarter
basis. The decrease in the current 2002 quarter was related to the renegotiation in first quarter 2001 of certain of the
underlying insurance contracts through the establishment of a stable value insurance contract enhancement as well as a
shortening in the duration of the underlying assets undertaken to provide stability to this income stream. This redeployment
into shorter duration assets combined with the accelerated decrease in market interest rates that began during the third and
fourth quarters of 2001 resulted in the lower level of income being credited on the life insurance assets in second quarter
2002.

Other income for second quarter 2002 declined by 26.3% as compared to second quarter 2001 due to a one-time gain realized
in 2001 from the sale of excess property.

Noninterest Expense

Noninterest expense totaled $38,614 for the quarter ended June 30, 2002 as compared to the same period in 2001 of $36,719
for an increase of $1,895, or 5.2%. For the six months ended June 30, 2002, noninterest expense increased $2,438, or 3.4%,
as compared to the same period in 2001. Factoring out 2001 goodwill amortization expense pursuant to the adoption of
FASB No. 142, total noninterest expense for the quarter and six months ended June 30, 2002 was 6.7% and 5.0% higher than
the comparative year-ago like periods, respectively. A comparison of the major categories of noninterest expense is
discussed below.

Salaries and wages increased by $382, or 2.6%, to $15,322 for the quarter ended June 30, 2002 as compared to prior year
levels of $14,940 largely due to general merit raises effective January 1, 2002 and incentive payments. Retirement and other
employee benefits increased by $738, or 17.8%, to $4,895 in the second quarter of 2002 compared to the like 2001 period of
$4,157. Higher employee healthcare insurance, pension expense, and increases in payroll taxes in connection with the salary
and wage change principally accounted for the increase in the current period.

For the quarter ended June 30, 2002, occupancy expenses decreased $221, or 5.8%, as compared to the 2001 period of
$3,819. The decrease in occupancy expense is primarily attributable to lower utility costs resulting from favorable weather
conditions in 2002 as compared to the prior year and a reduction in depreciation on leasehold improvements associated with
the closing of four supermarket branches since June 2001. Additionally, incident with the June 2001 trust company merger
into the Company’s primary banking subsidiary, the 2001 period included $200 in one-time costs associated with the sale of a
building housing trust operations.

The $83, or 4.4%, increase in equipment expense for the second quarter 2002 to $1,972 as compared to the like 2001 period
of $1,889 is due to higher depreciation costs on new assets placed in service and greater small non-capitalized equipment
expenditures. Technology and related costs continue to be stable with costs decreasing $7, or .3%, for the second quarter
2002 as compared to the like 2001 period.
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Professional services increased by $183, or 12.4%, to $1,663 for the quarter ended June 30, 2002 as compared to the prior
year quarter of $1,480. The increase was predominately due to consulting services relative to client relationship analysis
designed to enhance target marketing and sales profitability and was offset in part by a $117 cost savings in regulatory exam
fees in connection with the Company’s primary banking subsidiary’ s conversion from a national to a state chartered bank on
June 29, 2001.

Advertising and promotions increased $156, or 14.5%, for the quarter ended June 30, 2002 as comp ared to the same period in
2001. In addition to a return to more normalized expense levels, as the prior year experienced a shift in marketing strategy
and the scaling back of certain advertising programs, the current quarter increase also included costs associated with
participation in community development projects.

Other expenses increased by $581, or 8.5%, to $7,379 as compared to the year-ago like period of $6,798 with $485 of
nonrecurring expenses related to foreclosed asset remediation principally attributing to the increase in addition to the timing
of various sundry expenses.

As aresult of top line revenue growth from net interest income, the efficiency ratio for second quarter 2002 was 49.2% as
compared to 50.5% for second quarter 2001 and 49.7% for full year 2001.

Income Tax Expense
First Midwest’s accounting policies underlying the recognition of income taxes in the Consolidated Statements of Condition
and Income are included in the “Notes to Consolidated Financial Statements” contained in its 2001 Annual Report on Form
10-K.
Income tax expense totaled $8,030 for the quarter ended June 30, 2002, increasing from $6,559 for second quarter 2001 and
reflects effective income tax rates of 25.9% and 24.4%, respectively. The increase in effective tax rate is primarily
attributable to adecrease in corporate owned life insurance income in 2002.

Credit Quality and the Reserve for Loan L osses

The following table summarizes certain credit quality datafor the last five calendar quarters:

2002 2001
June 30 March 31 December 31  September 30 June 30
Nonaccrual 10aNS.....cc.veeverereeneneereereeneeeeeeenas $ 11,879 $ 15277 $ 16,847 & 21,425 $ 20,518
Foreclosed real estate........oovrniereneereeeneeeeneenenas 4,582 4,289 3,630 3,651 2,425
Total nonperforming assets ........cccovverrerenes $ 16,461 $ 19,566 | $ 20,477 & 25,076 $ 22,943
Loans 90 days past due and still accruing
INEEIESL....eeeeeet et $ 3,564 $ 4,739 $ 5783 $ 6,117 $ 5,187
Nonperforming loans to total loans.................. 0.35% 0.45% 0.50% 0.62% 0.61%
Nonperforming assets to total loans plus
foreclosed real estate.........oouvveeeereerereerereerenns 0.48% 0.58% 0.61% 0.73% 0.68%
Reserve for loan lossesto loans........ccccvveeeeene. 141% 1.42% 1.42% 1.38% 1.38%
Reserve for loan losses to
nonperforming l0ans..........ccocoeveveenerereeceneens 403% 313% 283% 223% 228%
Provision for loan losses $ 3,100 $ 5055 $ 6,313 & 5248 $ 4,065
Net [oans charged-off...........oovvrnecnicnenenae $ 3,056 $ 5026 | $ 6,313 % 4,208 $ 2,781
Net loans charged-off to average loans............. 0.36% 0.61% 0.73% 0.49% 0.34%
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Nonaccrual loans, totaling $11,879 at June 30, 2002 are comprised of commercial, industrial and agricultura loans (53%),
real estate loans (33%) and consumer loans (14%). Foreclosed real estate, totaling $4,582 at June 30, 2002 primarily
represents real estate commercia loans. First Midwest's disclosure with respect to impaired loans is contained in Note 4 on
page 8 of this Form 10-Q.

As the Company continues to focus on tighter credit quality and underwriting standards, nonperforming assets
(nonperforming loans plus foreclosed assets) declined for the third consecutive quarter. Nonperforming loans continued to
improve in second quarter 2002, dropping 22.2% on a linked-quarter basis and 42.1% as compared to the prior year like
quarter. As a consequence, nonperforming loans declined at June 30, 2002 to .35% of loans from .50% at year-end 2001 and
.61% at the end of second quarter 2001. Reflecting further credit quality improvement, loans 90 days or more past due and
still accruing interest decreased by $1,175 on alinked-quarter basis.

Transactions in the reserve for loan losses during the quarters and six months ended June 30, 2002 and 2001 are summarized
in the following table:

Quarters Ended June 30, Six Months Ended June 30,
2002 2001 2002 2001

Balance at beginning of period..........c.cccoeeeereeeeenrnenns $ 47,774 $ 45421 $ 47,745 $ 45,093
Loans charged-off..........cooevvvnnninennnenenenesesesenen, (4,006) (3,572) (9,871) (7,276)
Recoveries of loans previously charged-off........... 950 791 1,789 1,365
Net loans charged-off ..., (3,056) (2,781) (8,082) (5,911)
Provision for 10an [0SSES........c.coeveeereneerecerieineeenns 3,100 4,065 8,155 7,523
Balance at end of PEriod........cc.couveveeeenerrereeereereeeenenenns $ 47,818 $ 46,705 $ 47,818 $ 46,705

Loan charge-offs, net of recoveries, for second quarter 2002 were .36% of average loans as compared to .34% for second
quarter 2001 and improved from .61% on a linked-quarter basis. Provisions for loan losses fully covered net charge-offsfor
second quarter 2002, resulting in the ratio of the reserve for loan losses to tatal loans at quarter-end being maintained at
1.41% as compared to 1.38% as of June 30, 2001. Reflective of the significant improvement in credit quality, the reserve for
loan losses at June 30, 2002 represented 403% of nonperforming loans as compared to 28% at the end of 2001's second
quarter and 283% at year-end 2001.

The accounting policies underlying the establishment and maintenance of the reserve for loan losses through provisions
charged to operating expense are included in Note 1 on page 6 of this Form 10-Q.

The provision for loan losses in any given period is dependent upon many factors, including loan growth, changes in the
composition of the loan portfolio, net charge-offs, delinquencies, collateral values, Management's assessment of current and
prospective economic conditions, and the level of the reserve for loan losses. First Midwest maintains a reserve for loan
losses to absorb losses inherent in the loan portfolio. The appropriate level of the reserve for loan losses is determined by
systematically performing a review of the loan portfolio quality as required by First Midwest's credit administration policy.
The reserve for loan losses consists of three elements; (i) specific reserves established for any impaired commercial, real
estate commercial, and real estate construction loan for which the recorded investment in the loan exceeds the measured
value of the loan; (ii) reserves based on historical loan loss experience; and, (iii) reserves based on general economic
conditions as well as specific economic factorsin the markets in which First Midwest operates.

Loans within the portfolio that are selected for review to determine whether specific reserves are required include both loans
over a specified dollar limit as well as loans where the internal credit rating is below a predetermined classification. Loans
subject to this review process generally include commercial and agricultural loans, real estate commercial, and real estate
construction loans. Specific reserves for these loans are determined in accordance with the accounting policies referred to
above. Consumer and other retail loan reserve allocations are based upon the evaluation of pools or groups of such loans.
The portion of the reserve based on historical 1oan loss experience is determined statistically using a loss migration analysis
that examines loss experience and the related internal rating of loans charged off. The loss migration analysis is performed
quarterly and loss factors are periodically updated based on actual experience. The portion of the reserve based on general
economic conditions and other factors is considered the unallocated portion of the reserve. This portion is determined based
upon general economic conditions and involves a higher degree of subjectivity in its determination. This segment of the
reserve considers risk factors that may not have manifested themselves in First Midwest's historical 10ss experience, which is
used to determine the allocated component of the reserve.
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The distribution of the loan portfolio is presented in Note 3 located on page 8 of this Form 10-Q. The loan portfolio consists
predominantly of loans originated by First Midwest from its primary markets and generally represents credit extension to
multi-relationship customers.

Capital
Capital Measurements

The table below compares First Midwest's capital structure to the minimum capital ratios required by its primary regulator,
the Federal Reserve Board ("FRB"). Both First Midwest and its bank subsidiary First Midwest Bank ("FMB") are subject to
the minimum capital ratios defined by banking regulators pursuant to the FDIC Improvement Act ("FDICIA™) and have
consistently maintained capital measurements in excess of the levels required by their bank regulatory authority to be
considered "well-capitalized,” which isthe highest capital category established under the FDICIA.

Actual Capital Required
Minimum
Minimum Well-
First Required Capitalized
Midwest FMB FRB FDICIA
As of June 30, 2002:
Tier | capital to risk-based assets .........cccocvvverrenee. 9.99% 9.42% 4.00% 6.00%
Total capital to risk-based assets.......c.cccvvererrerennen. 11.10% 10.53% 8.00% 10.00%
LeVerage ratio .....ccovveeeecerereceessesessesesessssesesesesesenenns 7.44% 7.04% 3.00% 5.00%
As of December 31, 2001:
Tier | capital to risk-based assets.........ccccoeverueee. 9.96% 9.68% 4.00% 6.00%
Total capital to risk-based assets........coovvecereeeenee 11.08% 10.81% 8.00% 10.00%
Leverage ratio........cocvceneeeneeeensieeseneernese s 7.43% 7.25% 3.00% 5.00%

Dividends

As aresult of improved performance from operations as well as First Midwest's perceived future prospects, the Board of
Directors has increased the quarterly dividend ten times over the past nine years. The following table summarizes the
dividend increases declared during the years 1994 through 2001

Quarterly Rate
Date Per Share % Increase
November 2001 $ 0.170 6%
November 2000 0.160 11%
November 1999 0.144 13%
November 1998 0.128 7%
November 1997 0.120 13%
November 1996 0.106 18%
February 1996 0.090 13%
February 1995 0.080 15%
February 1994 0.070 13%

The dividend payout ratio, which represents the percentage of earnings per share declared to shareholders, is 36.6%, based
upon the Company’s 2002 annualized dividend of $.68 and eamings guidance of $1.86 for the current year. Additionally,
the 2002 annualized dividend of $.68 represents adividend yield of 2.5% as of July 25, 2002.



Capital Management

First Midwest has continued to follow a policy of retaining sufficient capital to support growth in total assets and returning
excess capital to shareholders in the form of dividends and through common stock repurchases, with the latter resulting in an
increase in the percentage ownership of the Company by existing shareholders.

In August 2001, First Midwest's Board of Directors authorized the repurchase of up to 3.125 million of its common shares, or
6.25% of shares outstanding. The 2001 plan is the eighth such program since the Company’s formation in 1983 and
authorizes repurchases in both open market and privately negotiated transactions and has no execution time limit.

The following table summarizes the shares repurchased by First Midwest for the prior three calendar years and for the current
year-to-date period:

Six Months Ended Y ears Ended December 31,
June 30,
2002 2001 2000 1999
Shares purchased..........cocvvevreereneeneneneessereneenns 885 2,604 607 3,336
L0 1 S $ 25372 | $ 64,582 $ 12,195 $ 70,043

As of June 30, 2002, First Midwest had 1,070 shares remaining to be repurchased under its current share repurchase
authorization.

Other Matters

On May 22, 2002 the Board of Directors of First Midwest approved the termination of the Right of First Refusal Agreements
(the “Agreements”) which First Midwest had entered into on June 22, 1994 with certain of its shareholders, namely: Andrew
B. Barber and Joann M. Barber, his spouse; Robert E. Joyce; Clarence D. Oberwortmann and Shirley E. Oberwortmann, his
spouse; John M. O’Meara and Cheryl A. O'Meara, his spouse; Robert P. O’ Meara and Mary Kay O’ Meara, his spouse; and
Frank J. Turk, Sr. The Agreements provided that upon the death of a shareholder, if the shareholder’s representative desired
to sell any of the shareholder’s shares of First Midwest’s Common Stock, the representative must first offer such shares to
First Midwest at a price equal to the fair market value of such shares as determined by reference to transactions reported for
First Midwest’s Common Stock on the Nasdaq Stock Market for a predetermined period prior to the election being made. Of
such shareholders, Joann M. Barber, Shirley E. Oberwortmann, John M. O'Meara, Cheryl A. O’ Meara, Robert P. O’ Meara
and Mary Kay O’ Meara survive and each has agreed to terminate their Agreement.

The following table presents shares purchased by First Midwest pursuant to the Agreements:

Number of
Y ear of Shares Average
Purchase Purchased Price Paid
1996 128,363 $ 11.68
1999 412,454 21.03
2000 26,250 19.18
Totals 567,067 $ 18.83

FORWARD LOOKING STATEMENTS

Statements made in the preceding "Management's Discussion and Analysis of Financial Condition and Results of Operations'
section which are not purely historical are forward-looking statements with respect to the goals, plan objectives, intentions,
expectations, financial condition, results of operations, future performance and business of First Midwest, including, without
limitation, (i) loan and deposit growth, market interest rates on net interest income and net interest margin, wholesale funding
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sources, provision and reserve for loan losses, nonperforming loan levels and net charge-offs, collateral value and economic
conditions, noninterest income and expenses, diluted earnings per share growth rates for 2002, and dividends to shareholders,
and (ii) statements preceded by, followed by or that include the words "may", "would", "could", "should", "expects’,
"projects’, "anticipates’, "believes®, "estimates’, "plans’, "intends", "targets" or similar expressions.

Forward-looking statements involve inherent risks and uncertainties, and important factors (many of which are beyond First
Midwest's control) that could cause actual results to differ materially from those set forth in the forward-looking statements,
including the following, in addition to those contained in First Midwest's reports on file with the Securities and Exchange
Commission: general economic or industry conditions, nationally and/or in the communities in which First Midwest
conducts business, changes in the interest rate environment, legislation or regulatory requirements, conditions of the
securities markets, deposit flows, cost of funds, demand for loan products, demand for financial services, competition,
changes in quality or composition of First Midwest's loan and investment portfolios, assumptions used to evaluate the
appropriate level of the reserve for loan losses, the impact of future earnings performance and capital levels on dividends
declared by the Board of Directors, changes in accounting principals, policies or guidelines, financial or political instahility,
acts of war or terrorism, other economic, competitive, governmental, regulatory and technical factors affecting First
Midwest's operations, products, services and prices.

Accordingly, results actually achieved may differ materially from expected results in these statements. Forward-looking
statements speak only as of the date they are made. First Midwest does not undertake, and specifically disclaims, any
obligation to update any forward-looking statements to reflect events or circumstances occurring after the date of such

statement.
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PART II. OTHER INFORMATION
ITEM 6. EXHIBITSAND REPORTS ON FORM 8-K
(@) Exhibits- See Exhibit Index appearing on page 26.
(b) Forms8-K and 8-K/A -

On June 5, 2002, First Midwest filed a report on Form 8K to make available the slide presentation presented at
the McDonald Investments 2002 Bank Conference.

On May 29, 2002, First Midwest filed a report on Form 8K announcing its participation in the McDonald
Investments 2002 Bank Conference.

On May 22, 2002, First Midwest filed a report on Form &K to announce the declaration of its 2nd quarter 2002
dividend.

On April 24, 2002, First Midwest filed a report on Form 8-K to announce the approval of all matters put forth to
its shareholders at its Annual Meeting on April 24, 2002.

On April 17, 2002, First Midwest filed a report on Form 8-K announcing its earnings results for the quarter ended
March 31, 2002.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned thereunto duly authorized.

First Midwest Bancorp, Inc.

/s MICHAEL L. SCUDDER

Michael L. Scudder
Executive Vice President*

Date: August 13, 2002

* Duly authorized to sign on behalf of the Registrant.
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15 Acknowledgment of Ernst & Young LLP.

9 Independent Accountant's Review Report.
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Exhibit 10.1

RETIREMENT AND CONSULTING AGREEMENT

THIS AGREEMENT made this 1st day of August, 2002 (the “Effective Date”), by and between First Midwest
Bancorp, Inc., a Delaware corporation (hereinafter referred to a the “Company,” which term shall for all purposes
include its successors and assigns) and the undersigned Consultant (the “ Consultant”).

WHEREAS, Consultant is currently employed as a senior executive officer by Company;

WHEREAS, Consultant has announced his intention to retire from full-time active employment with Company
effective July 31, 2002;

WHEREAS, Consultant has expertise, experience and capability in the business of the Company and its affiliates;
WHEREAS, the Company wishes to retain the services of the Consultant, and the Consultant wishes to perform
services for the Company or its subsidiaries and affiliates, on the terms and conditions set forth in this Agreement; and
WHEREAS, the Company and Consultant desire to set forth agreements relating to certain compensation matters with
respect to his retirement and the services hereunder;

NOW, THEREFORE, in consideration of the promises and mutual covenants herein contained, and for other good and
valuable consideration, the receipt and sufficiency of which consideration is mutually acknowledged by the parties, it is
hereby agreed as follows:

1. Recitals. The recitals hereinbefore set forth constitute an integral part of this Agreement, evidencing the
intent of the parties in executing this Agreement, and describing the circumstances surrounding its execution. Said
recitals are by express reference made a part of the covenants hereof, and this Agreement shall be construed in the light
thereof.

2. Engagement of Consultant. The Company engages the Consultant to provide services, as specified in
Section 4 below, to the Company and its affiliates, and the Consultant hereby agrees to provide these services to those
companies, in accordance with the terms and conditions set forth in this Agreement.

3. Tem. This Agreement shall commence on August 1, 2002 and expire on February 28, 2003 (the
“Term”), unless earlier terminated. This Agreement may be terminated or amended at any time prior to February 28,
2003 by the mutual consent of the parties. Upon termination of this Agreement, neither party shall have any further
obligations hereunder, except that the Company shall be obligated to pay to Consultant any compensation earned or
expenses to be reimbursed under Sections 5, 6 and 7 below, and Consultant’s obligations described in Section 7, 8 and
9 and the Company’s remedies under Section 10 (for breaches under Section 8 and 9) shall continue notwithstanding
the termination of this Agreement.

4. Duties of Consultant. The Consultant shal retire from employment and resign from all positions as an
officer or director of the Company and its subsidiaries and/or fiduciary of any employee benefit plans and/or fiduciary
of any employee benefit plans as of a date which is no later than August 1, 2002. Following such retirement and
resignations, Consultant shall make himself available for consultation services with the Chief Executive Officer of the
Company at the such times and in such manner as Consultant shall reasonably agree; provided, however, that
Consultant may shall not obligated to make himself available for more than two (2) days during any calendar month
during the Term.

5. Consulting Fees. As compensation for his services and his agreements hereunder, Consultant shall be paid
$116,667 during the Term in 15 bi-weekly installments.

6. Certain Compensation Matters. In connection with Consultant’s retirement:

a) Consultant shall receive a pro rata 2002 Short Term Incentive Compensation Bonus in for 2002 in an
amount equa to $65,333, which amount equals seven-twelfths of his target bonus for 2002. This amount shall be paid
no later than August 9, 2002.



b) Upon his retirement, Consultant shall become eligible for benefit continuation under COBRA,;
provided that through December 31, 2002, Consultant’s premium for such coverage shall be equal to the premium
applicable to active full-time employees. After such time, Consultant will pay standard COBRA rates.

c) The Company agrees to extend to Consultant a Continuing Participant Agreement under the 1989
Omnibus Stock and Incentive Plan for a period through July 31, 2005. A copy of the separate Continuing Participant
Agreement is attached hereto as Exhibit A.

d) Consultant’s active participation as an employee under the Company’s employee and executive
benefit plans will cease upon his retirement and benefits shall thereafter be paid or provided as set forth in such plans.

7. Assistance/Expenses. Company agrees to provide or to cause to be provided to Consultant such
assistance as Company determines to be required for Consultant to discharge any responsibilities assigned pursuant to
Section 4. Company shall pay or reimburse Consultant for the reasonable and appropriate out-of-pocket expenses
incurred by him in connection with the performance of services as an employee prior to retirement and as a Consultant
under this Agreement in accordance with the Company’s expense policies. Consultant shall retain any auto allowance
previously made to him with respect to 2002. Consultant must provide proper documentation to Company for al
expenses before the Company’ s obligations to reimburse arise.

8. Confidential Information. Consultant understands and acknowledges: (a) his obligations to the
Company under Section 12 of his Employment Agreement, dated as of September 1, 1997, with the Company (the
“Employment Agreement”), and (b) that such obligations, as well as his obligations pursuant to applicable policies of
the Company provided to him and under applicable law relating to confidential information, shall continue to apply to
and obligate Consultant during and after the Term, as if set forth hereinin full.

9. Non-Competition. Consultant understands and acknowledges and agrees (a) his obligations under
Section 13 of the Employment Agreement and (b) that such obligations shall continue to apply and restrict Consultant
during and after the Term and for the period through July 31, 2005. Executive acknowledges and agrees that the
continuatin of such restrictions to July 31, 2005 represents an extension beyond the date otherwise applicable under the
Employment Agreement and that the benefits and payments provided hereunder reprsent adequate consideration for
such extension.

10. Remedies Consultant acknowledges that the restraints and agreements above provided are fair and
reasonable, that enforcement of the obligations described in Sections 8 and 9 will not cause him undue hardship and
that said provisions are reasonably necessary and commensurate with the need to protect the Company and its
legitimate and proprietary business interests and property from irreparable harm. Consultant acknowledges and agrees
that (@) amateria breach of any of the obligations described in Sections 8 or 9 above, will result in irreparable harm to
the business of the Company, (b) aremedy at law in the form of monetary damages for any material breach by him of
any of the obligations described in Sections 8 and 9 is inadequate, (c) in addition to any remedy at law or equity for
such materia breach, the Company shall be entitled to institute and maintain appropriate proceedings in equity,
including a suit for injunction to enforce the specific performance by Consultant of the obligations hereunder and to
enjoin Consultant from engaging in any activity in violation hereof and (d) the obligations on his part described in
Sections 8 and 9, shall be construed as agreements independent of any other provisions in this Agreement, and the
existence of any claim, setoff or cause of action by Consultant against the Company, whether predicated on this
Agreement or otherwise, shall not constitute a defense or bar to the specific enforcement by the Company of said
covenants.

11. Independent Contractor. The parties to this Agreement intend that during the Term the Consultant will
perform under this Agreement as an independent contractor, and not as an employee of the Company or its affiliates;
and that neither this Agreement nor the Continuing Participant Agreement shall be construed to continue Consultant’s
employment by the Company beyond the date of his retirement. Consequently, during the term of this Agreement:

(@ the Consultant shall be solely responsible for the payment of all taxes in connection with the fee
payable under Section 5, and the Company shall not withhold taxes from his remuneration; and

(b) the Consultant shall not accrue or receive any benefits under any employee benefit plan maintained by
the Company or any of its subsidiaries or affiliates except for such payments and participation



described in Sections 5 and 6, attributable to his services hereunder, provided that nothing in this
Agreement shall affect any rights to benefits Consultant (and Consultant’'s spouse and
dependents) might have under any employee benefit plans of the Company by virtue of his service as
an employee and/or his retirement.

12. Indemnification. Consultant shall continue to be entitled to indemnification and advancement of
expenses to the fullest extent permitted by Delaware law, the Company’s Restated Certificate of Incorporation, the
Company’s By-Laws, any prior agreement with the Company or any insurance policy or policies maintained by the
Company, with respect to costs, expenses and obligations Consultant may pay or incur as a result of any claim made or
threatened which is related to the fact that he is or was an officer, director, employee, agent or fiduciary of the
Company, or is or was serving in any such capacity for any corporation, employee benefit plan or other entity at the
request of the Company, or Consultant providing services hereunder . In addition, to the extent the Company maintains
an insurance policy or policies providing director and officer liability insurance, Consultant will continue to be covered
by such policy or policies, in accordance with their terms, to the maximum extent of the coverage available for any
Company director or officer. The rights described in this Section 12 shall be in addition to any rights Consultant may
have to indemnification and advancement of expenses under Delaware or any other law, the Company’s governing
documents, or any other agreement or insurance policy.

13. Entire Understanding. This Agreement constitutes the entire understanding between the parties relating
to certain matters concerning Consultant’ s retirement and Consultant’ s services hereunder and supersedes and cancels
all prior written and ora understandings and agreements with respect to such matters. Any mendment of this
Agreement shall be effective only to the extent that it is in writing, executed by the Company and Consultant.

14. Binding Effect. This Agreement shall be binding upon and inure to the benefit of Consultant’s executors,
administrators, legal representatives, heirs and legatees and on the Company and its affiliates and their respective
successors and assigns.

15. Payment in the Event of Death. In the event payment is due and owing by the Company to the
Consultant under this Agreement upon the death of the Consultant, payment shall be made to such beneficiary as the
Consultant may designate in writing, or failing such designation, then the executor of his estate, in full settlement and
satisfaction of al claims and demands on behalf of the Consultant, who shall be entitled to receive all amounts owing
to the Consultant at the time of death under this Agreement.

16. Waiver. The waiver of any party hereto of a breach of any provision of this Agreement by any other party
shall not operate or be construed as a waiver of any subsequent breach.

17. Governing Law. This Agreement shall be governed by, and interpreted, construed and enforced in
accordance with, the laws of the State of Illinois.

18. Headings. The headings of the Sections of this Agreement are for reference purposes only and do not
define or limit, and shall not be used to interpret or construe the contents of this Agreement.

19. IN WITNESS WHEREOF, the parties have caused this Agreement to be duly executed at Chicago,
Illinois, on the date above set forth.

CONSULTANT FIRST MIDWEST BANCORP, INC.

/s DONALD J. SWISTOWICZ By: /9 ROBERT P. O'MEARA

Donald J. Swsitowicz Its; Chairman and Chief Executive Officer



Exhibit A to Retirement and Consulting Agreement

Continuing Participant Agreement

(See Exhibit 10.2 of this Form 10Q)



Exhibit 10.2

August 1, 2002

Mr. Donald J. Swistowicz
First Midwest Bancorp, Inc.
300 Park Boulevard, Suite 405
Itasca, IL 60143

RE: Continuing Participation Agreement — August 1, 2002

Dear Don:

| am pleased to submit to you this Continuing Participant Agreement (the “Agreement”) under the First Midwest

Bancorp, Inc. 1989 Omnibus Stock and Incentive Plan, as Amended (the “Plan”). The term of this Agreement is three years,
commencing on August 1, 2002, the date you will cease to be a full-time salaried employee of the Company and its
subsidiaries (the “Continuation Period”). The remainder of this letter details how this Agreement impacts your outstanding
Optionslisted in Schedule A attached hereto (the “Options”).

The Agreement is subject to the terms and conditions of the Plan, including any Amendments thereto, which are

incorporated herein by reference, and to the following provisions:

D

@)

)

4

Exercisability. Except as otherwise provided in paragraphs (3) and (4) below, the Options shall continue to vest and
shall become and/or remain exercisable during the Continuation Period on the same basis as if you were an
Employee during such period. In no event, however, will an Option be exercisabl e after the Expiration Date thereof.

Procedure for Exercise The procedures relating to exercise of your Options set forth in the Letter Agreements
setting forth the terms and conditions of the grant of each Option (each an “Option Agreement”) shall continue to
apply, provided, that you will not be permitted to participate in the Nonqualified Stock Option Gain Deferral Plan.

Termination of Employment Upon Termination of Continuation Period. As stated above, solely for purposes of
your Options, your employment with the Company will not be deemed to have terminated until the termination of
the Continuation Period. The Continuation Period will terminate upon the earlier of (a) your death, (b) the third
anniversary of the commencement of the Continuation Period, or (c) the termination of this Agreement by the
Company for “cause.” “Cause” shall mean any activity by you which would violate Section 12 (Confidential
Information) of your Employment Agreement with First Midwest Bancorp, Inc. dated September 1, 1997 that would
be materially and demonstrably injurious to First Midwest Bancorp, Inc. or its subsidiaries;or any activity by you
which would violate Section 13 (Noncompetition) of such Employment Agreement.

In the event of your death during the Continuation Period, all vesting exercise restrictions will
lapse and your Options will become immediately exercisable in full. Upon the termination of the
Continuation Period, your Options will continue to be exercisable by you (or in the event of your
death, by your beneficiary or your estate’s executor or administrator) to the same degree that
your Options were exercisable at the termination of the Continuation Period (including any
acceleration of vesting which may occur in the event of death), until the first of the following
occur:

@ except as provided in the event of a Change in Control, the expiration of 30 days after the
date of termination of the Continuation Period;

(b) the expiration of three years following death; or

(© the Expiration Date.

Merger, Consolidation or Change in Control. In the event of a Change in Control as defined in Section 13 of the
Plan, as amended by the Board of Directors of the Company on February 18, 1998, prior to the termination of the
Continuation Period, all holding period and vesting exercise restrictions will lapse and the your options will become
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immediately exercisable in full and the 30-day period set forth in paragraph (3)(a) above will be extended to three
years.

Limited Transferability. Y our optionsremain personal to you and may not be sold, transferred, pledged, assigned or
otherwise alienated, other than as provided in the Plan.

Securities Law Restrictions. You understand and acknowledge that applicable securities laws govern and may
restrict your right to offer, sell, or otherwise dispose of any option shares. The Company registered the option
shares under The Securities Act of 1933.

Future Grants: Reload Provisions. You are not entitled to grant any additional stock options pursuant to the Plan
during the Continuation Period. Accordingly, no reload stock option will be granted upon any exercise of your
Options after the last day of your employment as a full-time salaried employee.

Employment; Successors. Except as provided herein with respect to your Options, nothing in this Agreement shall
confer any right on you as an employee of the Company or any of its subsidiaries or to receive any compensation or
benefits as an employee with respect to any period after the termination of your employment with the Company and
its Subsidiaries. This Agreement shall be binding upon, and inure to the benefit of, any successor or successors of
the Company and to your successors and beneficiaries.

Effect on Options; Other Matters. Except as expressly provided in this Agreement, the terms and conditions of all
Option Agreements shall continue in full force and effect. This Agreement only addresses the impact of the
Continuation Period on your Options. Nothing herein modifies or changes any of the other benefits which have
accrued to you through your termination of employment. We advise you to keep your beneficiary designation form
and all other necessary forms up to date and to review the Plan, the Plan’'s “Summary Description” and the
document entitled “How to Exercise Your Stock Options” for all securities, tax and other necessary information.
You are strongly encouraged to contact your tax advisor regarding any federal tax consequences related to your
options and any other advisor from whom you may receive assistance.

To confirm your understanding and acceptance of this Agreement, please sign and return the extra copy
of this Agreement. The original copy of this Agreement should be retained for your permanent records.
If you have any questions, please do not hesitate to contact the office of the Senior Vice President and
Corporate Controller of First Midwest Bancorp, Inc. at (630) 875-7459.

Very truly yours,

/s ROBERT P. O'MEARA

Robert P. O'Meara
Chairman and Chief Executive Officer
First Midwest Bancorp, Inc.

Acknowledged and agreed:

/SSDONALD J. SWISTOWICZ July 31, 2002
Participant’s Signature Date



SCHEDULE A

The following is a summary of your stock options under the First Midwest Bancorp, Inc. 1989 Omnibus
Stock and Incentive Plan, as amended. Unless as expressly modified by the Agreement, all Options
remain as written.

Option Option Vest Exercise Number of
Number Date Date Price Shares
00000666 8/18/99 8/18/02 $21.8334 2,523
00000752 2/16/00 2/16/03 $ 18.4000 8,825
00000904 2/21/01 2/21/03 $ 22.5000 8,667

2/21/01 2/21/04 $ 22.5000 8,667
00001070 2/20/02 2/20/04 $ 28.6950 7,319
2/20/02 2/20/05 $ 28.6950 7,318

43,319



Exhibit 15

ACKNOWLEDGEMENT OF INDEPENDENT AUDITORS

The Board of Directors
First Midwest Bancorp, Inc.:

We are aware of the incorporation by reference in the following Registration Statements of our reports dated May 14, 2002
and August 13, 2002 relating to the unaudited consolidated interim financial statements of First Midwest Bancorp, Inc. that
areincluded inits Form 10-Q for the quarters ended March 31, 2002 and June 30, 2002:

Registration Statement (Form S-3 No. 33-20439) pertaining to the First Midwest Bancorp, Inc. Dividend
Reinvestment and Stock Purchase Plan

Registration Statement (Form S8 No. 33-25136) pertaining to the First Midwest Bancorp, Inc Savings and Profit
Sharing Plan

Registration Statement (Form S8 No. 33-42980) pertaining to the First Midwest Bancorp, Inc. 1989 Omnibus
Stock and Incentive Plan

Registration Statement (Form S8 No. 333-42273) pertaining to the First Midwest Bancorp, Inc. 1989 Omnibus
Stock and Incentive Plan

Registration Statement (Form S8 No. 333-61090) pertaining to the First Midwest Bancorp, Inc. 1989 Omnibus
Stock and Incentive Plan

Registration Statement (Form S8 No. 333-50140) pertaining to the First Midwest Bancorp, Inc. Non-employee
Director Stock Option Plan

Registration Statement (Form S8 No. 333-63095) pertaining to the First Midwest Bancorp, Inc. Non-employee
Director Stock Option Plan

Registration Statement (Form S8 No. 333-63097) pertaining to the First Midwest Bancorp, Inc. Nonqualified
Retirement Plan

/s Ernst & Young, LLP

Chicago, Illinois

August 13, 2002



Exhibit 99

Independent Accountants’ Review Report

The Board of Directors
First Midwest Bancorp, Inc.:

We have reviewed the accompanying Consolidated Statements of Condition of First Midwest Bancorp, Inc. and subsidiaries
as of June 30, 2002, and the related Consolidated Statements of Income for the three-month and six-month periods ended
June 30, 2002 and 2001, and the Consolidated Statements of Cash Flows for the six-month period ended June 30, 2002 and
2001. Thesefinancia statements are the responsibility of the Co mpany's management.

We conducted our reviews in accordance with standards established by the American Institute of Certified Public
Accountants. A review of interim financial information consists principally of applying analytical procedures to financial
data, and making inquiries of persons responsible for financial and accounting matters. It is substantially less in scope than
an audit conducted in accordance with auditing standards generally accepted in the United States, which will be performed
for the full year with the objective of expressing an opinion regarding the financial statements taken as a whole.
Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to the accompanying consolidated
financial statements referred to above for them to be in conformity with accounting principles generally accepted in the
United States.

We have previously audited, in accordance with auditing standards generally accepted in the United States, the Consolidated
Statement of Condition of First Midwest Bancorp, Inc. as of December 31, 2001, and the related Consolidated Statements of
Income, Shareholders Equity, and Cash Flows for the year then ended (not presented herein) and in our report dated January
15, 2002, we expressed an unqualified opinion on those consolidated financial statements. In our opinion, the information set
forth in the accompanying Consolidated Statement of Condition as of December 31, 2001, is fairly stated, in al material
respects, in relation to the Consolidated Statement of Condition from which it has been derived.

/s Ernst & Young, LLP

Chicago, Illinois

August 13, 2002



