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 GLOSSARY OF TERMS

First Midwest Bancorp, Inc. provides the following list of defined terms and acronyms as a tool for the reader. The defined terms and acronyms
identified below are used in the Introduction, Business, Risk Factors, Management's Discussion and Analysis of Financial Condition and Results
of Operations, and Notes to the Consolidated Financial Statements sections of this Form 10-K.

Proxy Statement the Company's definitive Proxy Statement for our 2013 Annual Meeting of Stockholders to be held on May 14,
2013

BHC Act Bank Holding Company Act of 1956, as amended
ALCO Asset Liability Committee
AMT alternative minimum tax under the Internal Revenue Code of 1986, as amended
ATM automated teller machine
Bank First Midwest Bank (the Company's wholly owned and principal operating subsidiary)
BIA Banking on Illinois Act
Board the Board of Directors of First Midwest Bancorp, Inc.
BOLI bank-owned life insurance
Catalyst Catalyst Asset Holdings, LLC (one of the Company's three wholly owned direct subsidiaries)
CDOs trust preferred collateralized debt obligations
CFPB Consumer Financial Protection Bureau
CMOs collateralized mortgage obligations
Code the Code of Ethics and Standards of Conduct of First Midwest Bancorp, Inc.
Common Stock shares of common stock of First Midwest Bancorp, Inc. $0.01 par value per share, which is traded on the

Nasdaq Stock Market under the symbol "FMBI"
Company First Midwest Bancorp, Inc.
CRA Community Reinvestment Act of 1977
CSV cash surrender value
DIF the FDIC's Deposit Insurance Fund
Directors Plan Non-employee Directors Stock Plan that provides for the granting of equity awards to the Company's

non-management Board Members
Dodd-Frank Act the Dodd-Frank Wall Street Reform and Consumer Protection Act
EPS earnings per share
Fannie Mae Federal National Mortgage Association
FASB Financial Accounting Standards Board
FDIC Federal Deposit Insurance Corporation
FDIC Agreements Purchase and Assumption Agreements and Loss Share Agreements between the Bank and the FDIC
Federal Reserve Board of Governors of the Federal Reserve System
FHC a financial holding company
FHLB Federal Home Loan Bank
FICO credit score created by Fair Isaac Corporation
First Midwest First Midwest Bancorp, Inc.
FMCT First Midwest Capital Trust I
Freddie Mac Federal Home Loan Mortgage Corporation
GAAP U.S. generally accepted accounting principles
GLB Act Gramm-Leach-Bliley Act of 1999
IBA Illinois Banking Act
IDFPR Illinois Department of Financial and Professional Regulation
LIBOR London Interbank Offered Rate
MBSs Other mortgage-backed securities
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NOL net operating loss
OFAC Office of Foreign Assets Control Regulation
Omnibus Plan Omnibus Stock and Incentive Plan that permits the granting of long-term incentives to certain key employees

of the Company
OREO Other real estate owned, or properties acquired through foreclosure in partial or total satisfaction of certain

loans as a result of borrower defaults
OTTI other-than-temporary impairment
Parasol Parasol Investment Management, LLC (one of the Company's three wholly owned direct subsidiaries)
Parent Company First Midwest Bancorp, Inc. on an unconsolidated basis
Pension Plan the Company-sponsored noncontributory defined benefit retirement plan
Profit Sharing Plan the Company's defined contribution retirement savings plan
PSLRA Safe Harbor Provisions of the Private Securities Litigation Reform Act of 1995
Restoration Restoration Asset Management, LLC (a wholly owned subsidiary of Catalyst)
S&P Standard & Poor's Rating Services
S&P 500 S&P 500 Stock Index
S&P SmallCap 600 Banks S&P SmallCap 600 Banks Index
Sarbanes-Oxley Sarbanes-Oxley Act of 2002
SEC U.S. Securities and Exchange Commission
TDR troubled debt restructuring
Treasury U.S. Department of the Treasury
VIE variable interest entity
Waukegan Savings the former Waukegan Savings Bank, acquired by the Company in an FDIC-assisted transaction
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INTRODUCTION

First Midwest Bancorp, Inc. (the "Company", "we", or "our") is a bank holding company headquartered in the Chicago suburb of Itasca, Illinois
with operations throughout the greater Chicago metropolitan area as well as northwest Indiana, central and western Illinois, and eastern Iowa.
Our principal subsidiary is First Midwest Bank (the "Bank"), which provides a broad range of commercial and retail banking and wealth
management services to consumer, corporate, and public or governmental customers. We are committed to meeting the financial needs of the
people and businesses in the communities where we live and work by providing customized banking solutions, quality products, and innovative
services that fulfill those financial needs.

AVAILABLE INFORMATION

We file annual, quarterly, and current reports; proxy statements; and other information with the U.S. Securities and Exchange Commission
("SEC"), and we make this information available free of charge on the investor relations section of our website at
www.firstmidwest.com/aboutinvestor_overview.asp. You may read and copy materials we file with the SEC from its Public Reference Room at
100 F. Street, NE, Washington, DC 20549. You may obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. In addition, the SEC maintains an internet site at http://www.sec.gov that contains reports, proxy and information statements,
and other information regarding issuers that file electronically with the SEC. The following documents are also posted on our website or are
available in print upon the request of any stockholder to our Corporate Secretary:

�
Certificate of Incorporation.

�
By-laws.

�
Charters for our Audit, Compensation, and Nominating and Corporate Governance Committees.

�
Related Person Transaction Policies and Procedures.

�
Corporate Governance Guidelines.

�
Code of Ethics and Standards of Conduct (the "Code"), which governs our directors, officers, and employees.

�
Code of Ethics for Senior Financial Officers.

Within the time period required by the SEC and the Nasdaq Stock Market, we will post on our website any amendment to the Code and any
waiver applicable to any executive officer, director, or senior financial officer (as defined in the Code). In addition, our website includes
information concerning purchases and sales of our securities by our executive officers and directors. The Company's accounting and reporting
policies conform to U.S. generally accepted accounting principles ("GAAP") and general practice within the banking industry. We post on our
website any disclosure relating to certain non-GAAP financial measures (as defined in the SEC's Regulation G) that we may make public orally,
telephonically, by webcast, by broadcast, or by similar means from time to time.

Our Corporate Secretary can be contacted by writing to First Midwest Bancorp, Inc., One Pierce Place, Itasca, Illinois 60143, attention:
Corporate Secretary. The Company's Investor Relations Department can be contacted by telephone at (630) 875-7533 or by e-mail at
investor.relations@firstmidwest.com.

CAUTIONARY STATEMENT PURSUANT TO THE PRIVATE SECURITIES
LITIGATION REFORM ACT OF 1995

We include or incorporate by reference in this Annual Report on Form 10-K, and from time to time our management may make, statements that
may constitute "forward-looking statements" within the meaning of the safe harbor provisions of the Private Securities Litigation Reform Act of
1995. These statements are not historical facts, but instead represent only management's beliefs regarding future events, many of which, by their
nature, are inherently uncertain and outside our control. Although we believe the expectations reflected in any forward-looking statements are
reasonable, it is possible that our actual results and financial condition may differ, possibly materially, from the anticipated results and financial
condition indicated in such statements. In some cases, you can identify these statements by forward-looking words such as "may," "might,"
"will," "should," "expect," "plan," "anticipate," "believe," "estimate," "predict," "probable," "potential," or "continue," and the negative of these
terms and other comparable terminology. We caution you not to place undue reliance on forward-looking statements, which speak only as of the
date of this report or when made.
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Forward-looking statements are subject to known and unknown risks, uncertainties, and assumptions and may contain projections relating to our
future financial performance including our growth strategies and anticipated trends in our business. For a detailed discussion of these and other
risks and uncertainties that could cause actual results and events to differ materially from such forward-looking statements, you should refer to
the sections titled "Risk Factors" in Part 1 Item 1A and "Management's Discussion and Analysis of Financial Condition and Results of
Operations," in Part II Item 7 of this Annual Report on Form 10-K as well as our subsequent periodic and current reports filed with the SEC.
However, these risks and uncertainties are not exhaustive. Other sections of this report describe additional factors that could adversely impact
our business and financial performance.

 PART I

 ITEM 1. BUSINESS

First Midwest Bancorp, Inc.

First Midwest Bancorp, Inc. is a single bank holding company incorporated in Delaware in 1982 for the purpose of becoming a holding company
registered under the Bank Holding Company Act of 1956, as amended (the "BHC Act"). The Company is one of Illinois' largest independent
publicly traded banking companies with assets of $8.1 billion as of December 31, 2012 and is headquartered in the Chicago suburb of Itasca,
Illinois. The Company's $0.01 per share par value common stock is listed on the Nasdaq Stock Market and trades under the symbol FMBI
("Common Stock").

History

First Midwest commenced business in March 1983 after a multi-institution acquisition of over 20 affiliated financial institutions. At the time,
this transaction was the largest simultaneous acquisition of banks ever approved by the Board of Governors of the Federal Reserve System
("Federal Reserve") and involved a re-organization of existing ownership interests, as the acquired entities were under some form of common
control. Since 1983, the Company completed approximately 20 acquisitions of financial institutions and branches representing over $4 billion in
assets, including the following Federal Deposit Insurance Corporation ("FDIC")-assisted transactions:

Institution Acquired Date Acquired
Assets of Former

Institution
Waukegan Savings Bank ("Waukegan Savings") August 3, 2012 $ 86 million
Palos Bank and Trust Company (1) August 13, 2010 $ 485 million
Peotone Bank and Trust Company (1) April 23, 2010 $ 129 million
First DuPage Bank (1) October 23, 2009 $ 261 million

(1)

Most loans and other real estate owned ("OREO") acquired in these transactions are covered by agreements with the FDIC (the "FDIC
Agreements"). Under the FDIC Agreements, the FDIC will reimburse the Company for the majority of the losses and eligible expenses
related to these assets.

For more information regarding the FDIC-assisted transactions, please refer to Notes 2 and 5 of "Notes to the Consolidated Financial
Statements" in Item 8 of this Form 10-K.

In the normal course of business, the Company may, from time to time, explore potential opportunities for expansion in core market areas
through the acquisition of banking institutions. As a matter of policy, the Company generally does not comment on any dialogue with potential
targets or possible acquisitions until a definitive acquisition agreement is signed. The Company's ability to engage in certain merger or
acquisition transactions, whether or not any regulatory approval is required, will be dependent upon the Company's bank regulators' views at the
time as to the capital levels, quality of management and overall condition of the Company and their assessment of a variety of other factors.
Certain merger or acquisition transactions, including those involving the acquisition of a depository institution or the assumption of the deposits
of any depository institution, require formal approval from various bank regulatory authorities, which will be subject to a variety of factors and
considerations.
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Subsidiaries

First Midwest is responsible for the overall conduct, direction, and performance of its subsidiaries. The Company provides various services to its
subsidiaries, establishes Company-wide policies and procedures, and provides other resources as needed, including capital. As of December 31,
2012, the following were the primary subsidiaries of First Midwest:

First Midwest Bank

The Bank conducts the majority of the Company's operations primarily in communities in metropolitan Chicago, northwest Indiana, central and
western Illinois, and eastern Iowa. The following table presents key figures for the Bank.

(Dollar amounts in thousands)
December 31,

2012
Total assets $ 7,984,323
Total deposits $ 6,698,209
Banking offices 95
Full-time equivalent employees 1,707
The Bank operates the following wholly owned subsidiaries:

�
First Midwest Holdings, Inc. is a Delaware corporation that manages investment securities, principally municipal obligations, and
provides corporate management services to its wholly owned subsidiary, FMB Investments Ltd., a Bermuda corporation. FMB
Investments Ltd. manages investment securities and is largely inactive.

�
First Midwest Securities Management, LLC is a limited liability company that manages investment securities.

�
LIH Holdings, LLC is an Illinois limited liability company that holds an equity interest in a Section 8 housing venture.

�
Synergy Property Holdings, LLC is an Illinois limited liability company that manages the majority of the Bank's other real estate
owned ("OREO") properties.

Catalyst Asset Holdings, LLC ("Catalyst")

Catalyst is an Illinois limited liability company that manages a portion of the Company's non-performing assets. The Company established
Catalyst in the first quarter of 2010. In March 2010, the Company purchased $168.1 million of non-performing assets from the Bank and
transferred them to Catalyst in the form of a capital injection. Catalyst had $17.9 million in non-performing assets remaining as of December 31,
2012.

Catalyst has one wholly owned subsidiary, Restoration Asset Management, LLC ("Restoration"), an Illinois limited liability company that
manages Catalyst's OREO properties. The Bank provides certain administrative and management services to Catalyst and Restoration pursuant
to a services agreement. The amounts charged under this services agreement are intended to reflect the actual costs to the Bank for providing
such services.

Parasol Investment Management, LLC ("Parasol")

Parasol began operations in 2011 and is a registered investment advisor under the Investment Advisors Act of 1940. Parasol conducts its
business in one of the Bank's offices and provides wealth management services to the Bank's wealth management division and to individual and
institutional clients, such as corporate and public retirement plans, foundations and endowments, high net worth individuals, and multi-employer
trust funds.

7
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First Midwest Capital Trust I ("FMCT")

FMCT is a Delaware statutory business trust formed in 2003 for the purpose of issuing trust-preferred securities and lending the proceeds to the
Company in return for junior subordinated debentures of the Company. The Company guarantees payments of distributions on the
trust-preferred securities and payments on redemption of the trust-preferred securities on a limited basis.

FMCT qualifies as a variable interest entity for which the Company is not the primary beneficiary. Consequently, its accounts are not
consolidated in the Company's financial statements. However, the currently outstanding $61.8 million in trust-preferred securities issued by
FMCT is included in the Tier 1 capital of the Company for regulatory capital purposes. For a further description of FMCT, refer to Note 21 of
"Notes to the Consolidated Financial Statements" in Item 8 of this Form 10-K.

Market Area

The Bank operates in the most active and diverse markets in Illinois, the largest of which is the suburban metropolitan Chicago market, which
includes the counties surrounding Cook County, Illinois. The Bank's other service areas are located in northwestern Indiana, western Illinois,
eastern Iowa, and central Illinois. These service areas include a mixture of urban, suburban, and rural markets and contain a diversified mix of
industry groups, including manufacturing, health care, pharmaceutical, higher education, wholesale and retail trade, service, and agricultural.
The Bank's business of attracting deposits and making loans is primarily conducted within its service areas and may be affected by significant
changes in their economies.

Competition

The banking and financial services industry in the markets in which the Bank operates (and particularly the Chicago metropolitan area) is highly
competitive. Generally, the Bank competes for banking customers and deposits with other local, regional, national, and internet banks and
savings and loan associations; personal loan and finance companies and credit unions; and mutual funds and investment brokers. The Company
faces intense competition from local and out of state institutions within its service areas.

Competition is driven by a number of factors, including interest rates charged on loans and paid on deposits; the ability to attract new deposits;
the scope and type of banking and financial services offered; the hours during which business can be conducted; the location of bank branches
and automated teller machines ("ATMs"); the availability, ease of use, and range of banking services on the internet; the availability of related
services; and a variety of additional services, such as wealth management services.

In providing investment advisory services, the Bank also competes with retail and discount stockbrokers, investment advisors, mutual funds,
insurance companies, and other financial institutions for wealth management clients. Competition is generally based on the variety of products
and services offered to clients and the performance of funds under management. The Company's main competitors are financial service
providers both within and outside of the geographic areas in which the Bank maintains offices.

The Company faces competition in attracting and retaining qualified employees. Its ability to continue to compete effectively will depend upon
its ability to attract new employees and retain and motivate existing employees.

Our Business

The Bank offers a variety of traditional financial products and services that are designed to meet the financial needs of the customers and
communities it serves. The Bank has been in the basic business of commercial and community banking for over 60 years, namely attracting
deposits and making loans, as well as providing wealth management services. The Company does not engage in any sub-prime lending, nor does
it engage in non-commercial banking activities, such as investment banking services.
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Deposit and Retail Services

The Bank offers a full range of deposit services that are typically available in most commercial banks and financial institutions, including
checking accounts, NOW accounts, money market accounts, savings accounts, and time deposits of various types ranging from shorter-term to
longer-term certificates of deposit. The transaction accounts and time deposits are tailored to our primary service area at competitive rates. The
Company also offers certain retirement account services, including individual retirement accounts.

Lending Activities

The Bank originates commercial and industrial, agricultural, commercial real estate, and consumer loans. Substantially all of the Company's
borrowers are businesses and residents of the Bank's service areas. The Company's largest category of lending is commercial real estate
(including construction loans), followed by commercial and industrial. Generally, real estate loans are secured by the land and any
improvements to, or developments on, the land. Generally, loan-to-value ratios at time of issuance are 50% for unimproved land and 65% for
developed land. The Company's consumer loans consist primarily of home equity loans and lines of credit and 1-4 family mortgages.

No individual or single group of related accounts is considered material in relation to the assets or deposits of the Bank or in relation to the
overall business of the Company. However, 62.6% of our loan portfolio consisted of real estate-related loans at December 31, 2012.

For detailed information regarding the Company's loan portfolio, see the "Loan Portfolio and Credit Quality" section of "Management's
Discussion and Analysis of Financial Condition and Results of Operations" in Item 7 of this Form 10-K.

Sources of Funds

The Bank's ability to maintain affordable funding sources allows the Company to meet the credit needs of its customers and the communities it
serves. The Bank maintains a relatively stable base of core deposits that are the primary source of the Company's funds for lending and other
investment purposes. Deposits funded 82.4% of the Company's assets at the end of 2012 with a net loans-to-deposits ratio of 80.7%. Consumer,
commercial, and public deposits come from the Company's primary service areas through a broad selection of deposit products. By maintaining
core deposits, the Company both controls its funding costs and builds client relationships.

In addition to deposits, the Company obtains funds from the amortization, repayment, and prepayment of loans; the sale or maturity of
investment securities; advances from the Federal Home Loan Bank ("FHLB"), brokered repurchase agreements and certificates of deposits, and
federal funds purchased; cash flows generated by operations; and proceeds from the issuance of debt and sales of the Company's Common
Stock. For detailed information regarding the Company's funding sources, see the "Funding and Liquidity Management" section of
"Management's Discussion and Analysis of Financial Condition and Results of Operations" in Item 7 of this Form 10-K.

Investment Activities

The Bank maintains a sizeable securities portfolio in order to provide the Company with financial stability, asset diversification, income, and
collateral for borrowing. The Company administers this securities portfolio in accordance with an investment policy that was approved and
adopted by the Board of Directors of the Bank. The Company's Asset Liability Committee implements the investment policy based on the
established guidelines within the written policy.

The basic objectives of the Bank's investment activities are to enhance the profitability of the Company by fully investing available funds,
provide adequate regulatory and operational liquidity, minimize and/or adjust the interest rate risk position of the Company, diversify and
mitigate the Company's exposure to credit risk, and provide collateral for pledging requirements. For detailed information regarding the
Company's securities portfolio, see the "Investment Portfolio Management" section of "Management's Discussion and Analysis of Financial
Condition and Results of Operations" in Item 7 of this Form 10-K.
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Supervision and Regulation

The Bank is an Illinois state-chartered bank and a member of the Federal Reserve, which has the primary authority to examine and supervise the
Bank in coordination with the Illinois Department of Financial and Professional Regulation (the "IDFPR"). The Company is a single bank
holding company and is also subject to the primary regulatory authority of the Federal Reserve. The Company and its subsidiaries are also
subject to extensive secondary regulation and supervision by various state and federal governmental regulatory authorities including the FDIC,
which oversees insured deposits and assets covered by Purchase and Assumption Agreements and Loss Share Agreements with the FDIC (the
"FDIC Agreements"), and the U.S. Department of the Treasury ("Treasury"), which enforces money laundering and currency transaction
regulations. In addition to banking regulations, as a public company, the Company is under the jurisdiction of the SEC and the disclosure and
regulatory requirements of the Securities Act of 1933, as amended, and the Securities Exchange Act of 1934, as amended.

Federal and state laws and regulations generally applicable to financial institutions, including the Company and its subsidiaries, regulate the
scope of business, investments, reserves against deposits, capital levels, the nature and amount of collateral for loans, the establishment of
branches, mergers, consolidations, dividends, and other things. This supervision and regulation is intended primarily for the protection of the
FDIC's deposit insurance fund ("DIF") and the depositors, rather than the stockholders, of a financial institution.

The following sections describe the significant elements of the material statutes and regulations affecting the Company and its subsidiaries,
many of which are the subject of ongoing revision and legislative rulemaking as a result of the government's long-term regulatory reform of the
financial markets and the implementation of the Dodd-Frank Wall Street Reform and Consumer Protection Act (the "Dodd-Frank Act"), which
is discussed in more detail later in this report. In some cases, the new proposals may include a radical overhaul of the regulation of financial
institutions or limitations on the products they offer.

The final regulations or regulatory policies that are applicable to the Company and its subsidiaries and eventually adopted by the U.S.
government could have a material adverse effect on our business, financial condition, and results of operations. The Company cannot accurately
predict the nature or the extent of the effects that any such changes would have on its business and earnings.

Bank Holding Company Act of 1956, As Amended (the "BHC Act")

Generally, the BHC Act governs the acquisition and control of banks and non-banking companies by bank holding companies and requires bank
holding companies to register with the Federal Reserve. The BHC Act requires a bank holding company to file an annual report of its operations
and such additional information as the Federal Reserve may require. A bank holding company and its subsidiaries are subject to examination by
the Federal Reserve.

The BHC Act, the Bank Merger Act, and other federal and state statutes regulate acquisitions of commercial banks. The Act requires the prior
approval of the Federal Reserve for the direct or indirect acquisition by a bank holding company of more than 5.0% of the voting shares of a
commercial bank or its parent holding company. Under the Bank Merger Act, the prior approval of the Federal Reserve or other appropriate
bank regulatory authority is required for a member bank to merge with another bank or purchase the assets or assume the deposits of another
bank. In reviewing applications seeking approval of merger and acquisition transactions, the bank regulatory authorities will consider, among
other things, the competitive effect and public benefits of the transactions, the capital position of the combined organization, the risks to the
stability of the U.S. banking or financial system, the applicant's performance record under the Community Reinvestment Act and fair housing
laws, and the effectiveness of the banks in combating money laundering activities.

In addition, the BHC Act prohibits (with certain exceptions) a bank holding company from acquiring direct or indirect ownership or control of
more than 5% of the voting shares of any "non-banking" company unless the non-banking activities are found by the Federal Reserve to be "so
closely related to banking as to be a proper incident thereto." Under current regulations of the Federal Reserve, a bank holding company and its
non-bank subsidiaries are permitted to engage in such banking-related business ventures as consumer finance, equipment leasing, data
processing, mortgage banking, financial and investment advice, securities brokerage services, and other activities.
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Transactions with Affiliates

Any transactions between the Bank and the Company and their respective subsidiaries are regulated by the Federal Reserve. The Federal
Reserve's regulations limit the types and amounts of covered transactions engaged in by the Bank and generally require those transactions to be
at an arm's-length basis. Covered transactions are defined by statute to include:

�
A loan or extension of credit, as well as a purchase of securities issued by an affiliate.

�
The purchase of assets from an affiliate, unless otherwise exempted by the Federal Reserve.

�
Certain derivative transactions that create a credit exposure to an affiliate.

�
The acceptance of securities issued by an affiliate as collateral for a loan.

�
The issuance of a guarantee, acceptance, or letter of credit on behalf of an affiliate.

In general, these regulations require that any such transaction by the Bank (or its subsidiaries) with an affiliate must be secured by designated
amounts of specified collateral and must be limited to certain thresholds on an individual and aggregate basis.

The Bank is also limited as to how much and on what terms it may lend to its insiders and the insiders of its affiliates, including executive
officers and directors.

Source of Strength

Federal Reserve policy and federal law require bank holding companies to act as a source of financial and managerial strength to their subsidiary
banks. Under this requirement, a holding company is expected to commit resources to support its bank subsidiary even at times when the holding
company may not be in a financial position to provide it. Any capital loans by a bank holding company to its subsidiary bank are subordinate in
right of payment to deposits and to certain other indebtedness of such subsidiary bank. In the event of a bank holding company's bankruptcy, the
BHC Act provides that any commitment by the bank holding company to a federal bank regulatory agency to maintain the capital of a bank
subsidiary will be assumed by the bankruptcy trustee and entitled to priority of payment.

Community Reinvestment Act of 1977 (the "CRA")

The CRA requires depository institutions to assist in meeting the credit needs of their market areas consistent with safe and sound banking
practices. Under the CRA, each depository institution is required to help meet the credit needs of its market areas by providing credit to
low-income and moderate-income individuals and communities. Federal regulators conduct CRA examinations on a regular basis to assess the
performance of financial institutions and assign one of four ratings to the institution's record of meeting the credit needs of its community.
Banking regulators take into account CRA ratings when considering approval of a proposed transaction. During its last examination in August
2010, the Bank received a rating of "outstanding," the highest available.

Gramm-Leach-Bliley Act of 1999 (the "GLB Act")

The GLB Act allows certain bank holding companies to elect to be treated as a financial holding company (an "FHC") that may offer customers
a more comprehensive array of financial products and services. Such products and services may include insurance and securities underwriting
and agency activities, merchant banking, and insurance company portfolio investment activities. Activities that are "complementary" to financial
activities are also authorized. Under the GLB Act, the Federal Reserve may not permit a company to register or maintain status as an FHC if the
company or any of its insured depository institution subsidiaries are not well-capitalized and well managed. The Federal Reserve may prohibit
an FHC from engaging in otherwise permissible activities at its supervisory discretion. In addition, for an FHC to commence any new activity
permitted by the BHC Act or to acquire a company engaged in any new activity permitted by the BHC Act, each insured depository institution
subsidiary of the FHC must have received a rating of at least "satisfactory" in its most recent examination under the CRA.

Also under the GLB Act, a financial institution may not disclose non-public personal information about a consumer to unaffiliated third parties
unless the institution satisfies various disclosure requirements and the consumer has not
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elected to opt out of the information sharing. Under the GLB Act, a financial institution must provide its customers with a notice of its privacy
policies and practices. The Federal Reserve, the FDIC, and other financial regulatory agencies issued regulations implementing notice
requirements and restrictions on a financial institution's ability to disclose non-public personal information about consumers to unaffiliated third
parties.

Bank Secrecy Act and USA PATRIOT Act

The Bank Secrecy and USA Patriot Acts require financial institutions to develop programs to prevent them from being used for money
laundering and terrorist activities. If such activities are detected or suspected, financial institutions are obligated to file suspicious activity reports
with the Treasury's Office of Financial Crimes Enforcement Network. These rules require financial institutions to establish procedures for
identifying and verifying the identity of customers seeking to open new accounts. Failure to comply with these sanctions could have serious
legal and reputational consequences, including causing applicable bank regulatory authorities not to approve merger or acquisition transactions
when regulatory approval is required or to prohibit such transactions even if approval is not required.

Office of Foreign Assets Control Regulation ("OFAC")

The United States imposed economic sanctions that affect transactions with designated foreign countries, nationals, and others. These sanctions
are administered by OFAC, an agency of the Treasury. These sanctions include: (i) restrictions on trade with or investment in a sanctioned
country, including prohibitions against direct or indirect imports from and exports to a sanctioned country and prohibitions on "U.S. persons"
engaging in financial transactions relating to making investments in, or providing investment-related advice or assistance to, a sanctioned
country; and (ii) a blocking of assets in which the government or specially designated nationals of the sanctioned country have an interest by
prohibiting transfers of property subject to U.S. jurisdiction (including property in the possession or control of U.S. persons). Blocked assets
(e.g., property and bank deposits) cannot be paid out, withdrawn, set off, or transferred in any manner without a license from OFAC. Failure to
comply with these sanctions could have serious legal and reputational consequences for the institution, including causing applicable bank
regulatory authorities not to approve merger or acquisition transactions when regulatory approval is required or to prohibit such transactions
even if approval is not required.

Dodd-Frank Wall Street Reform and Consumer Protection Act

The Dodd-Frank Act significantly restructures the financial regulatory regime in the United States. Although the Dodd-Frank Act's provisions
that have received the most public attention generally have been those applying to or more likely to affect larger institutions such as bank
holding companies and banks with total consolidated assets of $10 billion or more, it contains numerous other provisions that affect all bank
holding companies and banks, including the Company and the Bank, some of which are described in more detail below. We are monitoring
developments with respect to the provisions applicable to bank holding companies and banks with total consolidated assets of $10 billion or
more in the event that the Company or Bank reaches that size.

Some of these provisions may have the consequence of increasing the Company's expenses, decreasing the Company's revenues, and changing
the activities in which the Company chooses to engage. Many aspects of the Dodd-Frank Act are still subject to future rulemaking and will take
effect over several years, making it difficult to anticipate the overall financial impact on the Company, its customers, or the financial industry in
general.

Consumer Financial Protection

The Dodd-Frank Act created the Consumer Financial Protection Bureau ("CFPB") as a new and independent unit within the Federal Reserve
System. With certain exceptions, the CFPB has authority to regulate any person or entity that engages in offering or providing a "consumer
financial product or service" and has rulemaking, examination, and enforcement powers over financial institutions. With respect to primary
examination and enforcement authority of financial entities, however, the CFPB's authority is limited to institutions with assets of $10 billion or
more. Existing regulators retain this authority over institutions with assets of $10 billion or less, such as First Midwest.
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The powers of the CFPB currently include:

�
The ability to prescribe consumer financial laws and rules that regulate all institutions that engage in offering or providing a consumer
financial product or service.

�
Primary enforcement and exclusive supervision authority with respect to federal consumer financial laws over "very large" insured
institutions with assets of $10 billion or more. This includes the right to obtain information about an institution's activities and
compliance systems and procedures and to detect and assess risks to consumers and markets.

�
The ability to require reports from institutions with assets under $10 billion, such as the Bank, to support the CFPB in implementing
federal consumer financial laws, supporting examination activities, and assessing and detecting risks to consumers and financial
markets.

�
Examination authority (limited to assessing compliance with federal consumer financial laws) with respect to institutions with assets
under $10 billion, such as the Bank. Specifically, a CFPB examiner may be included on a sampling basis in the examinations
performed by the institution's primary regulator.

The CFPB, which commenced operations on July 21, 2011, engages in several activities including (i) investigating consumer complaints about
credit cards and mortgages, (ii) launching a supervision program, (iii) conducting research for and developing mandatory financial product
disclosures, and (iv) engaging in consumer financial protection rulemaking.

The full extent of the CFPB's authority and potential impact on the Company is unclear at this time, but the Company continues to monitor the
CFPB's activities on an ongoing basis.

The Bank is also subject to a number of regulations intended to protect consumers in various areas, such as equal credit opportunity, fair lending,
customer privacy, identity theft, and fair credit reporting. For example, the Bank is subject to such acts as the Federal Truth in Savings Act, the
Home Mortgage Disclosure Act, and the Real Estate Settlement Procedures Act. Electronic banking activities are subject to federal law,
including the Electronic Funds Transfer Act. Wealth management activities of the Bank are subject to the Illinois Corporate Fiduciaries Act.
Loans made by the Bank are subject to applicable provisions of the Federal Truth in Lending Act. Other consumer financial laws include the
Equal Credit Opportunity Act, Fair Credit Reporting Act, Fair Debt Collection Practices Act, and applicable state laws.

The Federal Reserve has primary responsibility for examination and enforcement of federal consumer financial laws with respect to the
Company, and state authorities are responsible for all state consumer laws with respect to the Company.

Interchange Fees

The Federal Reserve adopted a final rule, effective October 1, 2011, with respect to the Durbin Amendment of the Dodd-Frank Act, which
establishes a maximum permissible interchange fee for many types of debit interchange transactions to equal no more than 21 cents plus five
basis points of the transaction value. Furthermore, the Federal Reserve also adopted a rule to allow a debit card issuer to recover one cent per
transaction for fraud prevention purposes if the issuer complies with certain fraud-related requirements promulgated by the Federal Reserve. The
Company is in compliance with these fraud-related requirements. The Federal Reserve also approved rules governing routing and exclusivity
that require issuers to offer two unaffiliated networks for routing transactions on each debit or prepaid product, which became effective April 1,
2012.

Currently, the Company is exempt from the interchange fee cap under the "small issuer" exemption, which applies to any debit card issuer with
total worldwide assets of less than $10 billion as of the end of the previous calendar year. In the event the Company's assets reach $10 billion or
more, it will become subject to the interchange fee limitations beginning July 1 of the following year, and the fees the Company may receive for
an electronic debit transaction will be capped at the statutory limit.

Capital Requirements

The Federal Reserve and other federal bank regulators established risk-based capital guidelines to provide a framework for assessing the
adequacy of the capital of national and state banks, thrifts, and their holding companies
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(collectively, "banking institutions"). These guidelines apply to all banking institutions, regardless of size, and are used in the examination and
supervisory process and in the analysis of applications by the regulatory authorities. These guidelines require banking institutions to maintain
capital based upon the 1988 capital accord ("Basel I") of the Basel Committee on Banking Supervision (the "Basel Committee").

The Basel Committee is a committee of central banks and bank supervisors/regulators from the major industrialized countries that develops
broad policy guidelines for use by each country's supervisors in determining the supervisory policies they apply. The requirements are intended
to ensure that banking organizations have adequate capital given the risk levels of assets and off-balance sheet financial instruments
("risk-weighted assets").

Capital is classified in one of the following tiers:

�
Core Capital (Tier 1).  Tier 1 capital includes common equity, retained earnings, qualifying non-cumulative perpetual preferred stock,
a limited amount of qualifying cumulative perpetual stock at the holding company level, minority interests in equity accounts of
consolidated subsidiaries, and qualifying trust-preferred securities, less goodwill, most intangible assets, and certain other assets.

�
Supplementary Capital (Tier 2).  Tier 2 capital includes perpetual preferred stock and trust-preferred securities not meeting the Tier 1
definition, qualifying mandatory convertible debt securities, qualifying subordinated debt, and the allowance for credit losses, subject
to limitations.

Regulatory requirements also establish quantitative measures to ensure capital adequacy for banking institutions as follows:

Adequately
Capitalized

Requirement
"Well-Capitalized"

Requirement
Tier 1 capital to risk-weighted assets 4.00% 6.00%
Total capital to risk-weighted assets 8.00% 10.00%
Bank holding companies and banks are also required to comply with minimum leverage ratio requirements. The leverage ratio is the ratio of a
banking organization's Tier 1 capital to its total adjusted quarterly average assets (as defined for regulatory purposes). The requirements dictate a
minimum leverage ratio of 3.0% for bank holding companies and member banks that either have the highest supervisory rating or have
implemented the appropriate federal regulatory authority's risk-adjusted measure for market risk. All other bank holding companies and member
banks are required to maintain a minimum leverage ratio of 4.0%, unless a different minimum is specified by an appropriate regulatory
authority. In addition, the leverage ratio for a depository institution to be considered "well capitalized" under the regulatory framework for
prompt corrective action must be at least 5.0%. The Federal Reserve has not advised the Company or the Bank of any specific minimum
leverage ratio applicable to either entity.

In June 2012, the Company's primary federal regulator, the Federal Reserve, published two notices of proposed rulemaking (the "2012 Capital
Proposals") that would substantially revise the risk-based capital requirements applicable to bank holding companies and depository institutions,
including the Company and the Bank, compared to the current U.S. risk-based capital rules, which are based on the Basel I capital accords of the
Basel Committee referenced above. One of the 2012 Capital Proposals (the "Basel III Proposal") addresses the components of capital and other
issues affecting the numerator in banking institutions' regulatory capital ratios and would implement the Basel Committee's December 2010
framework known as "Basel III" for strengthening international capital standards. The other proposal (the "Standardized Approach Proposal")
addresses risk weights and other issues affecting the denominator in banking institutions' regulatory capital ratios and would replace the existing
Basel I-derived risk-weighting approach with a more risk-sensitive approach based, in part, on the standardized approach in the Basel
Committee's 2004 "Basel II" capital accords. The 2012 Capital Proposals would also implement the requirements of Section 939A of the
Dodd-Frank Act to remove references to credit ratings from the federal banking agencies' rules. As proposed, the Basel III Proposal and the
Standardized Approach Proposal would come into effect on January 1, 2013 (subject to a phase-in period) and January 1, 2015 (with an option
for early adoption), respectively. However, final rules have not yet been adopted; therefore, the Basel III framework is not yet applicable to the
Company or the Bank.
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The Basel III Proposal, among other things, (i) introduces a new capital measure called "Common Equity Tier 1" ("CET1"), (ii) specifies that
Tier 1 capital consists of CET1 and "Additional Tier 1 capital" instruments meeting specified requirements, (iii) defines CET1 narrowly by
requiring that most deductions/adjustments to regulatory capital measures be made to CET1 and not to the other components of capital and
(iv) expands the scope of the deductions/adjustments as compared to existing regulations.

When fully phased in on January 1, 2019, the Basel III Proposal will require the Company and the Bank to maintain the following minimum
ratios:

Minimum Ratio
Capital Conservation

Buffer Effective Ratio
CET1 to risk-weighted assets 4.5% 2.5% 7.0%
Tier 1 capital to risk-weighted assets 6.0% 2.5% 8.5%
Total capital to risk-weighted assets 8.0% 2.5% 10.5%
Leverage ratio N/A N/A 3.0%

The Basel III Proposal also provides for a "countercyclical capital buffer" that is applicable to only certain covered institutions and is not
expected to have any current applicability to the Company and the Bank.

The capital conservation buffer is designed to absorb losses during periods of economic stress. Banking institutions with a ratio of CET1 to
risk-weighted assets above the minimum ratio, but below the conservation buffer, will face constraints on dividends, equity repurchases and
compensation based on the amount of the shortfall.

The Basel III Proposal provides for a number of deductions from and adjustments to CET1. These include, for example, the requirement that
mortgage servicing rights, deferred tax assets dependent upon future taxable income and significant investments in non-consolidated financial
entities be deducted from CET1 to the extent that any one such category exceeds 10% of CET1 or all such categories in the aggregate exceed
15% of CET1. Under current capital standards, the effects of accumulated other comprehensive income items included in capital are excluded
for the purposes of determining regulatory capital ratios. Under the Basel III Proposal, the effects of certain accumulated other comprehensive
items are not excluded, which could result in significant variations in the level of capital depending upon the impact of interest rate fluctuations
on the fair value of the Company's securities portfolio.

Implementation of the deductions and other adjustments to CET1 will begin on January 1, 2014 and will be phased-in over a five-year period
(20% per year). The implementation of the capital conservation buffer will begin on January 1, 2016 at the 0.625% level and be phased in over a
four-year period (increasing by that amount on each subsequent January 1, until it reaches 2.5% on January 1, 2019).

With respect to the Bank, the Basel III Proposal would also revise the "prompt corrective action" regulations pursuant to Section 38 of the
Federal Deposit Insurance Act, by (i) introducing a CET1 ratio requirement at each level (other than critically undercapitalized), with the
required CET1 ratio being 6.5% for well-capitalized status; (ii) increasing the minimum Tier 1 capital ratio requirement for each category, with
the minimum Tier 1 capital ratio for well-capitalized status being 8% (as compared to the current 6%); and (iii) eliminating the current provision
that provides that a bank with a composite supervisory rating of 1 may have a 3% leverage ratio and still be well capitalized. The Basel III
proposal does not change the total risk-based capital requirement for any category.

The federal banking agencies in 2008 proposed, as an option for banking institutions that are not subject to the advanced risk-weighting
approaches of Basel II, an approach based upon the Basel II standardized risk-weighting approach, but the agencies never proceeded with it. The
Standardized Approach Proposal expands upon the initial U.S. Basel II approach from 2008, but would be mandatory and, because of
Dodd-Frank's prohibition on the use of credit ratings, would substitute non ratings-based alternatives for Basel II's heavy reliance on credit
ratings.

The Standardized Approach Proposal would expand the risk-weighting categories from the current four Basel I-derived categories (0%, 20%,
50% and 100%) to a much larger and more risk-sensitive number of categories, depending on the nature of the assets, generally ranging from 0%
for U.S. government and agency securities, to
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600% for certain equity exposures, and resulting in higher risk weights for a variety of asset categories, including many residential mortgages
and certain commercial real estate. Specifics include, among other things:

�
Applying a 150% risk weight instead of a 100% risk weight for certain high volatility commercial real estate acquisition, development
and construction loans.

�
For residential mortgage exposures, the current approach of a 50% risk weight for high-quality seasoned mortgages and a 100%
risk-weight for all other mortgages is replaced with a risk weight of between 35% and 200% depending upon the mortgage's
loan-to-value ratio and whether the mortgage is a "category 1" or "category 2" residential mortgage exposure (based on eight criteria
that include the term, use of negative amortization, balloon payments and certain rate increases).

�
Assigning a 150% risk weight to exposures (other than residential mortgage exposures) that are 90 days past due.

�
Providing for a 20% credit conversion factor for the unused portion of a commitment with an original maturity of one year or less that
is not unconditionally cancellable (currently set at 0%).

�
Providing for a risk weight, generally not less than 20% with certain exceptions, for securities lending transactions based on the risk
weight category of the underlying collateral securing the transaction.

�
Providing for a 100% risk weight for claims on securities firms.

�
Eliminating the current 50% cap on the risk weight for OTC derivatives.

In addition, the Standardized Approach Proposal provides more advantageous risk weights for derivatives and repurchase-style transactions
cleared through a qualifying central counterparty and increases the scope of eligible guarantors and eligible collateral for purposes of credit risk
mitigation.

There can be no guarantee that the Basel III and the Standardized Approach Proposals will be adopted in their current form, what changes may
be made before adoption, or when ultimate adoption will occur. Requirements to maintain higher levels of capital or to maintain higher levels of
liquid assets could adversely impact the Company's net income and return on equity.

Liquidity Requirements

Historically, the regulation and monitoring of bank and bank holding company liquidity has been addressed as a supervisory matter, without
required formulaic measures. The proposed Basel III framework also will require banks and bank holding companies to measure their liquidity
against specific tests, specifically:

�
Liquidity Coverage Ratio Test  ("LCR"): The LCR is designed to ensure that the entity maintains an adequate level of unencumbered,
high-quality liquid assets equal to the greater of (i) the entity's expected net cash outflow for a 30-day time horizon or (ii) 25% of its
expected total cash outflow under an acute liquidity stress scenario.

�
Net Stable Funding Ratio Test   ("NSFR"): The NSFR is designed to promote more medium- and long-term funding of the assets and
activities of banking entities over a one-year time horizon.

If adopted in their current form, these requirements would incent banking entities to dramatically increase their holdings of U.S. Treasury
securities and other sovereign debt as a component of assets and increase the use of long-term debt as a funding source.

The Basel III liquidity framework currently contemplates that the LCR will be subject to an observation period continuing throughout 2013, and
a minimum standard LCR of 60% will be required by 2015 with a phase-in continuing through 2019. Final implementation of a minimum
standard will be subject to any revisions resulting from the analyses conducted and data collected during the observation period. Similarly, the
NSFR will be subject to an observation period through 2016 and implemented as a minimum standard by January 1, 2018 subject to any
revisions resulting from the analyses conducted and data collected during the observation period.

The Basel III liquidity standards are subject to rulemaking, and their terms may change before implementation.
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Prompt Corrective Action

The Federal Deposit Insurance Act, as amended ("FDIA"), requires among other things the federal banking agencies to take "prompt corrective
action" in respect of depository institutions that do not meet minimum capital requirements. The FDIA includes the following five capital tiers:
"well capitalized," "adequately capitalized," "undercapitalized," "significantly undercapitalized" and "critically undercapitalized." A depository
institution's capital tier will depend upon how its capital levels compare with various relevant capital measures and certain other factors, as
established by regulation. The relevant capital measures are the total capital ratio, the Tier 1 capital ratio and the leverage ratio.

A bank will be (i) "well capitalized" if the institution has a total risk-based capital ratio of 10.0% or greater, a Tier 1 risk-based capital ratio of
6.0% or greater, and a leverage ratio of 5.0% or greater, and is not subject to any order or written directive by any such regulatory authority to
meet and maintain a specific capital level for any capital measure; (ii) "adequately capitalized" if the institution has a total risk-based capital
ratio of 8.0% or greater, a Tier 1 risk-based capital ratio of 4.0% or greater, and a leverage ratio of 4.0% or greater and is not "well capitalized";
(iii) "undercapitalized" if the institution has a total risk-based capital ratio that is less than 8.0%, a Tier 1 risk-based capital ratio of less than
4.0% or a leverage ratio of less than 4.0%; (iv) "significantly undercapitalized" if the institution has a total risk-based capital ratio of less than
6.0%, a Tier 1 risk-based capital ratio of less than 3.0% or a leverage ratio of less than 3.0%; and (v) "critically undercapitalized" if the
institution's tangible equity is equal to or less than 2.0% of average quarterly tangible assets. An institution may be downgraded to, or deemed to
be in, a capital category that is lower than indicated by its capital ratios if it is determined to be in an unsafe or unsound condition or if it receives
an unsatisfactory examination rating with respect to certain matters. A bank's capital category is determined solely for the purpose of applying
prompt corrective action regulations, and the capital category may not constitute an accurate representation of the bank's overall financial
condition or prospects for other purposes. As of December 31, 2012, the Company believes the Bank was "well capitalized" based on its ratios
as defined above.

The FDIA generally prohibits a depository institution from making any capital distributions (including payment of a dividend) or paying any
management fee to its parent holding company if the depository institution would thereafter be "undercapitalized." "Undercapitalized"
institutions are subject to growth limitations and are required to submit a capital restoration plan. The agencies may not accept such a plan
without determining, among other things, that the plan is based on realistic assumptions and is likely to succeed in restoring the depository
institution's capital. In addition, for a capital restoration plan to be acceptable, the depository institution's parent holding company must
guarantee that the institution will comply with such capital restoration plan. The bank holding company must also provide appropriate
assurances of performance. The aggregate liability of the parent holding company is limited to the lesser of (i) an amount equal to 5.0% of the
depository institution's total assets at the time it became undercapitalized and (ii) the amount which is necessary (or would have been necessary)
to bring the institution into compliance with all capital standards applicable with respect to such institution as of the time it fails to comply with
the plan. If a depository institution fails to submit an acceptable plan, it is treated as if it is "significantly undercapitalized."

"Significantly undercapitalized" depository institutions may be subject to a number of requirements and restrictions, including orders to sell
sufficient voting stock to become "adequately capitalized," requirements to reduce total assets, and cessation of receipt of deposits from
correspondent banks. "Critically undercapitalized" institutions are subject to the appointment of a receiver or conservator.

As stated above, the Basel III Proposal would revise the "prompt corrective action" categories. See section titled "Capital Requirements" of this
Item 1 for detail.

Illinois Banking Law

The Illinois Banking Act ("IBA") governs the activities of the Bank, an Illinois banking corporation. The IBA (i) defines the powers and
permissible activities of an Illinois state-chartered bank, (ii) prescribes corporate governance standards, (iii) imposes approval requirements on
mergers of state banks, (iv) prescribes lending limits, and (v) provides for the examination of state banks by the IDFPR. The Banking on Illinois
Act ("BIA") became effective in mid-1999 and amended the IBA to provide a wide range of new activities allowed for Illinois state-chartered
banks, including the Bank. The provisions of the BIA are to be construed liberally in order to create a
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favorable business climate for banks in Illinois. The main features of the BIA are to expand bank powers through a "wild card" provision that
authorizes Illinois state-chartered banks to offer virtually any product or service that any bank or thrift may offer anywhere in the country,
subject to restrictions imposed on those other banks and thrifts, certain safety and soundness considerations, and prior notification to the IDFPR
and the FDIC.

Dividends

The Company's primary source of liquidity is dividend payments from the Bank. In addition to requirements to maintain adequate capital above
regulatory minimums, the Bank is limited in the amount of dividends it can pay to the Company under the IBA. Under this law, the Bank is
permitted to declare and pay dividends in amounts up to the amount of its accumulated net profits, provided that it retains in its surplus at least
one-tenth of its net profits since the date of the declaration of its most recent dividend until those additions to surplus, in the aggregate, equal the
paid-in capital of the Bank. While it continues its banking business, the Bank may not pay dividends in excess of its net profits then on hand
(after deductions for losses and bad debts). In addition, the Bank is limited in the amount of dividends it can pay under the Federal Reserve Act
and Regulation H. For example, dividends cannot be paid that would constitute a withdrawal of capital; dividends cannot be declared or paid if
they exceed a bank's undivided profits; and a bank may not declare or pay a dividend greater than current year net income plus retained net
income of the prior two years without Federal Reserve approval.

Since the Company is a legal entity, separate and distinct from the Bank, its dividends to stockholders are not subject to the bank dividend
guidelines discussed above. However, the Company is subject to other regulatory policies and requirements relating to the payment of dividends,
including requirements to maintain adequate capital above regulatory minimums. The Federal Reserve and the IDFPR are authorized to
determine, under certain circumstances relating to the financial condition of a bank or bank holding company, that the payment of dividends by
the Company would be an unsafe or unsound practice and to prohibit payment thereof. The Federal Reserve has taken the position that dividends
that would create pressure or undermine the safety and soundness of a subsidiary bank are inappropriate. Due to the current financial and
economic environment, the Federal Reserve indicated that bank holding companies should carefully review their dividend policy and
discouraged payment ratios that are at maximum allowable levels unless both asset quality and capital are very strong.

FDIC Insurance Premiums

Bank holding companies and banks with average total consolidated assets greater than $10 billion must conduct an annual stress test of capital
and consolidated earnings and losses under one base, both of which are provided by the federal banking agencies. Capital ratios reflected in
required stress test calculations will most likely be an important factor considered by the federal banking agencies in evaluating whether
proposed payments of dividends or stock repurchases may be an unsafe or unsound practice. In the event that the Company or the Bank grows to
assets of $10 billion or more, the Company will be subject to these stress test requirements.

The Bank's deposits are insured through the DIF, which is administered by the FDIC. As insurer, the FDIC imposes deposit insurance premiums
and is authorized to conduct examinations of, and to require reporting by, FDIC-insured institutions. It may also prohibit any FDIC-insured
institution from engaging in any activity the FDIC determines by regulation or order to pose a serious risk to the DIF. Insurance of deposits may
be terminated by the FDIC upon a finding that the institution engaged or is engaging in unsafe and unsound practices; is in an unsafe or unsound
condition to continue operations; or violated any applicable law, regulation, rule, order, or condition imposed by the FDIC or written agreement
entered into with the FDIC.

The FDIC utilizes a risk-based assessment system that imposes insurance premiums based upon a risk matrix that takes into account a bank's
capital level and supervisory rating. The risk matrix utilizes four risk categories, which are distinguished by capital levels and supervisory
ratings. For deposit insurance assessment purposes, an insured depository institution is placed into one of the four risk categories each quarter.
An institution's assessment is determined by multiplying its assessment rate by its assessment base.

The total base assessment rates range from 2.5 basis points to 45 basis points. The assessment base is calculated using average consolidated total
assets minus average tangible equity. At least semi-annually, the FDIC will update its loss and income projections for the DIF and, if needed,
will increase or decrease assessment rates, following notice-and-comment rulemaking, if required.
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In addition, institutions with deposits insured by the FDIC are required to pay assessments to fund interest payments on bonds issued by the
Financing Corporation, a U.S. Government-Sponsored Enterprise established in 1987 to serve as a financing vehicle for the failed Federal
Savings and Loan Association, ("Financing Corporation"). These assessments will continue until the Financing Corporation bonds mature in
2019.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 ("Sarbanes-Oxley") implemented a broad range of corporate governance and accounting measures to increase
corporate responsibility, provide for enhanced penalties for accounting and auditing improprieties at publicly traded companies, and protect
investors by improving the accuracy and reliability of disclosures under federal securities laws. The Company is subject to Sarbanes-Oxley
because it is required to file periodic reports with the SEC under the Securities and Exchange Act of 1934.

Employee Incentive Compensation

In 2010, the Federal Reserve, along with the other federal banking agencies, issued guidance applying to all banking organizations that requires
that their incentive compensation policies be consistent with safety and soundness principles. Under these rules, financial organizations must
review their compensation programs to insure that they: (i) provide employees with incentives that appropriately balance risk and reward and
that do not encourage imprudent risk; (ii) are compatible with effective controls and risk management; and (iii) are supported by strong
corporate governance including active and effective oversight by the banking organization's board of directors. Monitoring methods and
processes used by a banking organization should be commensurate with the size and complexity of the organization and its use of incentive
compensation.

In addition, in 2011, the Federal Reserve, along with other federal banking agencies and the SEC, proposed rules, which have not yet been
finalized, relating to incentive-based compensation for entities deemed to be a "covered financial institution", which includes both the Company
and the Bank. These proposed rules incorporate many of the executive compensation principles described above, including a prohibition on
compensation practices that encourage covered persons to take inappropriate risks by providing such person with excessive compensation.

Future Legislation

In addition to the specific legislation described above, various legislation and regulation is being considered by Congress and regulatory
agencies that may change banking statutes and the Company's operating environment in substantial and unpredictable ways and may increase
reporting requirements and compliance costs. These changes could increase or decrease the cost of doing business, limit or expand permissible
activities, or affect the competitive balance among banks, savings associations, credit unions, and other financial institutions.

 ITEM 1A. RISK FACTORS

An investment in First Midwest Common Stock is subject to risks inherent in the Company's business. The material risks and uncertainties that
management believes affect the Company are described below. Before making an investment decision with respect to any of the Company's
securities, you should carefully consider the risks and uncertainties as described below, together with all of the information included herein. The
risks and uncertainties described below are not the only risks and uncertainties the Company faces. Additional risks and uncertainties not
presently known or currently deemed immaterial also may have a material adverse effect on the Company's results of operations and financial
condition. If any of the following risks actually occur, the Company's results of operations and financial condition could be adversely affected,
possibly materially. In that event, the trading price of the Company's Common Stock or other securities could decline. The risks discussed below
also include forward-looking statements, and actual results may differ substantially from those discussed or implied in these forward-looking
statements.

19

Edgar Filing: FIRST MIDWEST BANCORP INC - Form 10-K

23



Table of Contents

Risks Related to the Company's Business

Interest Rate and Credit Risks

The Company is subject to interest rate risk.

The Company's earnings and cash flows are largely dependent upon its net interest income. Net interest income equals the difference between
interest income and fees earned on interest-earning assets (such as loans and securities) and interest expense incurred on interest-bearing
liabilities (such as deposits and borrowed funds). Interest rates are highly sensitive to many factors that are beyond the Company's control,
including general economic conditions and policies of various governmental and regulatory agencies, particularly the Federal Reserve. Changes
in monetary policy, including changes in interest rates, could influence the amount of interest the Company earns on loans and securities and the
amount of interest it pays on deposits and borrowings. Such changes could also affect (i) the Company's ability to originate loans and obtain
deposits, (ii) the fair value of the Company's financial assets and liabilities, and (iii) the average duration of the Company's securities portfolio. If
the interest rates paid on deposits and other borrowings increase at a faster rate than the interest rates received on loans and other investments,
the Company's net interest income, and therefore earnings, could be adversely affected. Earnings could also be adversely affected if the interest
rates received on loans and other investments fall more quickly than the interest rates paid on deposits and other borrowings.

Although management believes it implements effective asset and liability management strategies to reduce the potential effects of changes in
interest rates on the Company's results of operations, any substantial, unexpected, prolonged change in market interest rates could have a
material adverse effect on the Company's financial condition and results of operations. See the section captioned "Net Interest Income" in
Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations," located elsewhere in this report for further
discussion related to the Company's management of interest rate risk.

The repeal of federal prohibitions on payment of interest on demand deposits could increase the Company's interest expense.

All federal prohibitions on the ability of financial institutions to pay interest on demand deposit accounts were repealed as part of the
Dodd-Frank Act beginning on July 21, 2011. As a result, some financial institutions, including the Company, now offer interest on demand
deposits to compete for customers. The Company's interest expense will increase and its net interest margin will decrease if it offers interest on
demand deposits to attract additional customers or maintain current customers, which could have a material adverse effect on the Company's
business, financial condition and results of operations.

The Company is subject to lending risk.

There are inherent risks associated with the Company's lending activities. Underwriting and documentation controls cannot mitigate all credit
risk, especially those outside the Company's control. These risks include the impact of changes in interest rates and changes in the economic
conditions in the markets in which the Company operates as well as those across the U.S. Increases in interest rates as well as continuing
weakened economic conditions could adversely impact the ability of borrowers to repay outstanding loans or the value of the collateral securing
those loans.

In particular, continuing economic weakness in real estate and related markets could further increase the Company's lending risk as it relates to
its commercial real estate loan portfolio and the value of the underlying collateral. The Company is also subject to various laws and regulations
that affect its lending activities. Failure to comply with applicable laws and regulations could subject the Company to regulatory enforcement
action that could result in the assessment of significant civil monetary penalties against the Company and other actions.

As of December 31, 2012, the Company's loan portfolio consisted of corporate loans totaling 86.3%, the majority of which is secured by
commercial real estate, and 13.7% of consumer loans. The deterioration of one or a few of these loans could cause a significant increase in
non-performing loans. An increase in non-performing loans could result in a net loss of earnings from these loans, an increase in the provision
for loan and covered loan losses, and an increase in loan charge-offs, all of which could have a material adverse effect on the Company's
financial condition
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and results of operations. See the section captioned "Loan Portfolio and Credit Quality" in Item 7, "Management's Discussion and Analysis of
Financial Condition and Results of Operations," located elsewhere in this report for further discussion related to corporate and consumer loans.

Real estate market volatility and future changes in disposition strategies could result in net proceeds that differ significantly from fair value
appraisals of loan collateral and OREO and could negatively impact the Company's operating performance.

Many of the Company's non-performing real estate loans are collateral-dependent, meaning the repayment of the loan is largely dependent upon
the value of the collateral securing the loan and the successful operation of the property. For collateral-dependent loans, the Company estimates
the value of the loan based on appraised value of the underlying collateral less costs to sell. The Company's OREO portfolio consists of
properties acquired through foreclosure in partial or total satisfaction of certain loans as a result of borrower defaults.

In determining the value of OREO properties and loan collateral, an orderly disposition of the property is generally assumed, except where a
different disposition strategy is expected. The disposition strategy the Company has in place for a non-performing loan will determine the
appraised value it uses (e.g., "as-is", "orderly liquidation", or "forced liquidation"). Significant judgment is required in estimating the fair value
of property, and the period of time within which such estimates can be considered current is significantly shortened during periods of market
volatility.

In response to market conditions and other economic factors, the Company may utilize alternative sale strategies other than orderly dispositions
as part of its disposition strategy, such as immediate liquidation sales. In this event, as a result of the significant judgments required in estimating
fair value and the variables involved in different methods of disposition, the net proceeds realized from such sales transactions could differ
significantly from estimates used to determine the fair value of the properties. This could have a material adverse effect on the Company's
business, financial condition, and results of operations.

The Company's lending activities are subject to strict regulations.

The Company is subject to various laws and regulations that affect its lending activities. Failure to comply with applicable laws and regulations
could subject the Company to regulatory enforcement action that could result in the assessment of significant civil monetary penalties against the
Company and other actions, and could have a material adverse effect on the Company's business and results of operations.

The Company's allowance for credit losses may be insufficient.

The Company maintains an allowance for credit losses at a level believed adequate to absorb estimated losses inherent in its existing loan
portfolio. The level of the allowance for credit losses reflects management's continuing evaluation of industry concentrations; specific credit
risks; credit loss experience; current loan portfolio quality; present economic and business conditions; changes in competitive, legal, and
regulatory conditions; and unidentified losses inherent in the current loan portfolio. Determination of the allowance for credit losses is inherently
subjective since it requires significant estimates and management judgment of credit risks and future trends, which are subject to material
changes. Continuing deterioration in economic conditions affecting borrowers, new information regarding existing loans, identification of
additional problem loans, changes in accounting principles, and other factors, both within and outside of the Company's control, may require an
increase in the allowance for credit losses. In addition, bank regulatory agencies periodically review the Company's allowance for credit losses
and may require an increase in the provision for loan and covered loan losses or the recognition of additional loan charge-offs, based on
judgments different from those of management. Furthermore, if charge-offs in future periods exceed the allowance for credit losses, the
Company will need additional provisions to increase the allowance. Any increases in the allowance for credit losses will result in a decrease in
net income and capital and may have a material adverse effect on the Company's financial condition and results of operations. See the section
captioned "Allowance for Credit Losses" in Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations,"
located elsewhere in this report for further discussion related to the Company's process for determining the appropriate level of the allowance for
credit losses.
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Financial services companies depend on the accuracy and completeness of information about customers and counterparties.

The Company may rely on information furnished by or on behalf of customers and counterparties in deciding whether to extend credit or enter
into other transactions. This information could include financial statements, credit reports, business plans, and other information. The Company
may also rely on representations of those customers, counterparties, or other third parties, such as independent auditors, as to the accuracy and
completeness of that information. Reliance on inaccurate or misleading financial statements, credit reports, or other information could have a
material adverse impact on the Company's business, financial condition, and results of operations.

Funding Risks

The Company is a bank holding company and its sources of funds are limited.

The Company is a bank holding company, and its operations are primarily conducted by the Bank, which is subject to significant federal and
state regulation. Cash available to pay dividends to stockholders of the Company is derived primarily from dividends received from the Bank.
The Company's ability to receive dividends or loans from its subsidiaries is restricted. Dividend payments by the Bank to the Company in the
future will require generation of future earnings by the Bank and could require regulatory approval if the proposed dividend is in excess of
prescribed guidelines. Further, the Company's right to participate in the assets of the Bank upon its liquidation, reorganization, or otherwise will
be subject to the claims of the Bank's creditors, including depositors, which will take priority except to the extent the Company may be a creditor
with a recognized claim. As of December 31, 2012, the Company's subsidiaries had deposits and other liabilities of $6.9 billion.

The Company could experience an unexpected inability to obtain needed liquidity.

Liquidity measures the ability to meet current and future cash flow needs as they become due. The liquidity of a financial institution reflects its
ability to meet loan requests, to accommodate possible outflows in deposits, and to take advantage of interest rate market opportunities. The
ability of a financial institution to meet its current financial obligations is a function of its balance sheet structure, its ability to liquidate assets,
and its access to alternative sources of funds. The Company seeks to ensure its funding needs are met by maintaining an adequate level of
liquidity through asset and liability management. If the Company becomes unable to obtain funds when needed, it could have a material adverse
effect on the Company's business, financial condition, and results of operations.

Loss of customer deposits could increase the Company's funding costs.

The Company relies on bank deposits to be a low cost and stable source of funding. The Company competes with banks and other financial
services companies for deposits. If the Company's competitors raise the rates they pay on deposits, the Company's funding costs may increase,
either because the Company raises its rates to avoid losing deposits or because the Company loses deposits and must rely on more expensive
sources of funding. Higher funding costs could reduce the Company's net interest margin and net interest income and could have a material
adverse effect on the Company's financial condition and results of operations.

Any reduction in the Company's credit ratings could increase its financing costs.

Various rating agencies publish credit ratings for the Company's debt obligations, based on their evaluations of a number of factors, some of
which relate to Company performance and some of which relate to general industry conditions. Management routinely communicates with each
rating agency and anticipates the rating agencies will closely monitor the Company's performance and update their ratings from time to time
during the year.

The Company cannot give any assurance that its current credit ratings will remain in effect for any given period of time or that a rating will not
be lowered or withdrawn entirely by a rating agency if, in its judgment, circumstances in the future so warrant. Downgrades in the Company's
credit ratings may adversely affect its borrowing costs and its ability to borrow or raise capital, and may adversely affect the Company's
reputation.
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The Company's current credit ratings are as follows:

Rating Agency Rating
Standard & Poor's Rating Group, a division of the McGraw-Hill Companies, Inc. BBB-
Moody's Investor Services, Inc. Baa2
Fitch, Inc. BBB-
Regulatory requirements, future growth, or operating results may require the Company to raise additional capital, but that capital may not be
available or be available on favorable terms, or it may be dilutive.

The Company is required by federal and state regulatory authorities to maintain adequate levels of capital to support its operations. The
Company may be required to raise capital if regulatory requirements change, the Company's future operating results erode capital, or the
Company elects to expand through loan growth or acquisition.

The Company's ability to raise capital will depend upon conditions in the capital markets, which are outside of its control, and on the Company's
financial performance. Accordingly, the Company cannot be assured of its ability to raise capital when needed or on favorable terms. If the
Company cannot raise additional capital when needed, it will be subject to increased regulatory supervision and the imposition of restrictions on
its growth and business. These could negatively impact the Company's ability to operate or further expand its operations through acquisitions or
the establishment of additional branches and may result in increases in operating expenses and reductions in revenues that could have a material
adverse effect on its financial condition and results of operations.

Operational Risks

The Company and its subsidiaries are subject to changes in accounting principles, policies, or guidelines.

The Company's financial performance is impacted by accounting principles, policies, and guidelines. Some of these policies require the use of
estimates and assumptions that may affect the value of the Company's assets or liabilities and financial results. Some of the Company's
accounting policies are critical because they require management to make subjective and complex judgments about matters that are inherently
uncertain and because it is likely that materially different amounts would be reported under different conditions or using different assumptions.
If such estimates or assumptions are incorrect, the Company may experience material losses. See the section captioned "Critical Accounting
Policies" in Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations," located elsewhere in this report
for further discussion related to the Company's critical accounting policies.

From time to time, the Financial Accounting Standards Board ("FASB") and the SEC change the financial accounting and reporting standards,
or the interpretation of those standards, that govern the preparation of the Company's external financial statements. These changes are beyond
the Company's control, can be difficult to predict, and could materially impact how the Company reports its results of operations and financial
condition.

These standards are continuously updated and refined and new standards are developed resulting in changes that could have a material adverse
effect on the Company's financial condition and results of operations.

The Company's controls and procedures may fail or be circumvented.

Management regularly reviews and updates the Company's loan underwriting and monitoring process, internal controls, disclosure controls and
procedures, compliance controls and procedures, and corporate governance policies and procedures. Any system of controls, however well
designed and operated, is based in part on certain assumptions and can provide only reasonable, not absolute, assurances that the objectives of
the system are met. Any failure or circumvention of the Company's controls and procedures or failure to comply with regulations related to
controls and procedures could have a material adverse effect on the Company's business, financial condition, and results of operations.

23

Edgar Filing: FIRST MIDWEST BANCORP INC - Form 10-K

27



Table of Contents

The Company's accounting estimates and risk management processes rely on analytical and forecasting models.

The processes the Company uses to estimate its loan losses and to measure the fair value of financial instruments, as well as the processes used
to estimate the effects of changing interest rates and other market measures on the Company's financial condition and results of operations,
depend on the use of analytical and forecasting models. These models reflect assumptions that may not be accurate, particularly in times of
market stress or other unforeseen circumstances. Even if these assumptions are adequate, the models may prove to be inadequate or inaccurate
because of other flaws in their design or their implementation. If the models the Company uses for interest rate risk and asset-liability
management are inadequate, the Company may incur increased or unexpected losses upon changes in market interest rates or other market
measures. If the models the Company uses for estimating its loan losses are inadequate, the allowance for loan losses may not be sufficient to
support future charge-offs. If the models the Company uses to measure the fair value financial instruments are inadequate, the fair value of these
financial instruments may fluctuate unexpectedly or may not accurately reflect what the Company could realize upon sale or settlement. Any
failure in the Company's analytical or forecasting models could have a material adverse effect on the Corporation's business, financial condition,
and results of operations.

The Company may not be able to attract and retain skilled people.

The Company's success depends, in large part, on its ability to attract and retain skilled people. Competition for the best people in most activities
in which the Company engages can be intense, and the Company may not be able to hire people or retain them.

The unexpected loss of services of certain of the Company's skilled personnel could have a material adverse impact on the Company's business
because of their skills, knowledge of the Company's market, years of industry experience, and the difficulty of promptly finding qualified
replacement personnel.

Loss of key employees may disrupt relationships with certain customers.

The Company's customer relationships are critical to the success of its business, and loss of key employees with significant customer
relationships may lead to the loss of business if the customers were to follow that employee to a competitor. While the Company believes its
relationships with its key personnel are strong, it cannot guarantee that all of its key personnel will remain with the organization, which could
result in the loss of some of its customers and could have a negative impact on the Company's business, financial condition, and results of
operations.

The Company's information systems may experience an interruption or breach in security.

The Company relies heavily on internal and outsourced digital technologies, communications, and information systems to conduct its business.
As the Company's reliance on technology systems increases, the potential risks of technology-related operation interruptions in the Company's
customer relationship management, general ledger, deposit, loan, or other systems or the occurrence of cyber incidents also increases. Cyber
incidents can result from deliberate attacks or unintentional events including (i) gaining unauthorized access to digital systems for purposes of
misappropriating assets or sensitive information, corrupting data, or causing operational disruptions; (ii) causing denial-of-service attacks on
websites; or (iii) intelligence gathering and social engineering aimed at obtaining information. The occurrence of operational interruption, cyber
incident, or a deficiency in the cyber security of the Company's technology systems (internal or outsourced) could negatively impact the
Company's financial condition or results of operations.

The Company has policies and procedures expressly designed to prevent or limit the effect of a failure, interruption, or security breach of its
systems and maintains cyber security insurance. Significant interruptions to the Company's business from technology issues could result in
expensive remediation efforts and distraction of management. During the year, the Company experienced certain immaterial cyber-attacks or
breaches and continues to invest in security and controls to prevent and mitigate further incidents. Although the Company has not experienced
any material losses relating to a technology-related operational interruption or cyber-attack, there can be no assurance that such failures,
interruptions, or security breaches will not occur in the future or, if they do occur, that the impact will not be substantial.
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The occurrence of any failures, interruptions, or security breaches of the Company's technology systems could damage the Company's
reputation, result in a loss of customer business, result in the unauthorized release, gathering, monitoring, misuse, loss, or destruction of
proprietary information, subject the Company to additional regulatory scrutiny, or expose the Company to civil litigation and possible financial
liability, any of which could have a material adverse effect on the Company's financial condition, results of operations, or stock price. As cyber
threats continue to evolve, the Company may also be required to spend significant additional resources to continue to modify or enhance its
protective measures or to investigate and remediate any information security vulnerabilities.

The Company is dependent upon outside third parties for processing and handling of Company records and data.

The Company relies on software developed by third party vendors to process various Company transactions. In some cases, the Company
contracted with third parties to run its proprietary software on behalf of the Company. These systems include, but are not limited to, general
ledger, payroll, employee benefits, wealth management record keeping, loan and deposit processing, merchant processing, and securities
portfolio management. While the Company performs a review of controls instituted by the vendor over these programs in accordance with
industry standards and performs its own testing of user controls, the Company must rely on the continued maintenance of these controls by the
outside party, including safeguards over the security of customer data. In addition, the Company maintains backups of key processing output
daily in the event of a failure on the part of any of these systems. Nonetheless, the Company may incur a temporary disruption in its ability to
conduct its business or process its transactions, or incur damage to its reputation if the third party vendor fails to adequately maintain internal
controls or institute necessary changes to systems. Such disruption or breach of security may have a material adverse effect on the Company's
financial condition and results of operations.

The Company continually encounters technological change.

The banking and financial services industry continually undergoes technological changes, with frequent introductions of new technology-driven
products and services. In addition to better meeting customer needs, the effective use of technology increases efficiency and enables financial
institutions to reduce costs. The Company's future success will depend, in part, on its ability to address the needs of its customers by using
technology to provide products and services that enhance customer convenience and that create additional efficiencies in the Company's
operations. Many of the Company's competitors have greater resources to invest in technological improvements, and the Company may not
effectively implement new technology-driven products and services or do so as quickly as its competitors, which could reduce its ability to
effectively compete. Failure to successfully keep pace with technological change affecting the financial services industry could have a material
adverse effect on the Company's business, financial condition, and results of operations.

Improper and fraudulent mortgage servicing and foreclosure documentation could result in liability for losses.

The financial industry identified circumstances of improper and fraudulent mortgage servicing and foreclosure practices and documentation,
such as "robo signing," among some of the nation's largest lenders. This resulted in lengthy legal investigations and lawsuits brought by the
various state attorneys general relating to the foreclosure practices of several financial institutions and their service providers and the suspension
of foreclosures of single-family homes nationwide, including the Bank's service areas. Federal National Mortgage Association ("Fannie Mae")
and Federal Home Loan Mortgage Corporation ("Freddie Mac") also stated that their mortgage servicers will be held liable for losses incurred
by the government-sponsored enterprises as a result of flawed foreclosure processes. Further, the SEC issued a request for information about
accounting and disclosure issues related to potential risks and costs associated with mortgage and foreclosure related activities.

In February 2012, these lenders entered into a $25 billion joint state-federal agreement under which the lenders promised to send direct
payments to people who were victims of foreclosure servicing abuse and adhere to certain servicing processes and procedures going forward.
Homeowners that borrowed through Fannie Mae and Freddie Mac, however, are not covered under the settlement. The Company was not a party
to this litigation and is not a party to the joint settlement agreement.

The Company has a centralized foreclosure process within a single department of the Bank, including foreclosures relating to all residential,
home equity, commercial, and serviced loans. As of December 31, 2012, the Bank
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serviced $59.6 million in loans guaranteed by Fannie Mae or Freddie Mac as part of various securitization transactions. In addition, the
Company engages a loan servicer to support the administration and the resolution of certain covered assets, including single-family covered
assets acquired by the Bank in FDIC-assisted transactions. Failure to comply with the applicable mortgage servicing and foreclosure
requirements could have an adverse impact on the Company's reputation and results of operations.

New lines of business or new products and services may subject the Company to additional risks.

From time to time, the Company may implement new lines of business or offer new products or services within existing lines of business. There
can be substantial risks and uncertainties associated with these efforts, particularly in instances where the markets are not fully developed. In
developing and marketing new lines of business and/or new products or services, the Company may invest significant time and resources. Initial
timetables for the introduction and development of new lines of business and/or new products or services may not be achieved, and price and
profitability targets may not prove feasible. External factors, such as compliance with regulations, competitive alternatives, and shifting market
preferences, may also impact the successful implementation of a new line of business or a new product or service. Furthermore, any new line of
business and/or new product or service could have a significant impact on the effectiveness of the Company's system of internal controls. Failure
to successfully manage these risks in the development and implementation of new lines of business or new products or services could have a
material adverse effect on the Company's business, financial condition, and results of operations.

The Company's estimate of fair values for its investments may not be realizable if it were to sell these securities today.

The Company's available-for-sale securities are carried at fair value. Accounting standards require the Company to categorize these securities
according to a fair value hierarchy. Less than one percent of the Company's available-for-sale securities were categorized in level 1 of the fair
value hierarchy. Over 98% of the Company's available-for-sale securities were categorized in level 2 of the fair value hierarchy and the
remaining securities were categorized as level 3. Refer to Note 22 of "Notes to the Consolidated Financial Statements" in Item 8 of this
Form 10-K for a detailed description of the fair value hierarchies.

The determination of fair value for securities categorized in level 3 involves significant judgment due to the complexity of factors contributing to
the valuation, many of which are not readily observable in the market. The market disruptions in recent years made the valuation process even
more difficult and subjective.

Due to the illiquidity in the secondary market for the Company's level 3 securities, the Company estimates the value of these securities using
discounted cash flow analyses with the assistance of a structured credit valuation firm. Third-party sources also use assumptions, judgments, and
estimates in determining securities values, and different third parties use different methodologies or provide different prices for similar
securities. In addition, the nature of the business of the third party source that is valuing the securities at any given time could impact the
valuation of the securities.

Consequently, the ultimate sales price for any of these securities could vary significantly from the recorded fair value at December 31, 2012,
especially if the security is sold during a period of illiquidity or market disruption or as part of a large block of securities under a forced
transaction. Any resulting write-downs of the fair value of the Company's available-for-sale securities would reduce earnings in the period in
which it is recorded and could have a material adverse effect on the Company's financial condition and results of operations.

The Company's investment in bank-owned life insurance ("BOLI") may decline in value.

The Company has bank-owned life insurance contracts with a cash surrender value ("CSV") of $206.4 million as of December 31, 2012. A
majority of these contracts are separate account contracts. These contracts are supported by underlying investments whose fair values are subject
to volatility in the market. The Company limited its risk of loss in value of the securities through the use of stable value contracts that provide
protection from a decline in fair value down to 80% of the CSV of the insurance policies. To the extent fair values on individual contracts fall
below 80% of book value, the CSV of specific contracts may be reduced or the underlying assets transferred to short-duration investments,
resulting in lower earnings. As of December 31, 2012, the fair value for all contracts
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exceeded 80% of book value, but turmoil in the market could result in declines that could have a material adverse effect on the Company's
financial condition and results of operations.

The value of the Company's goodwill and other intangible assets may decline in the future.

As of December 31, 2012, the Company had $281.1 million of goodwill and other intangible assets. If the Company's stock price declines and
remains low for an extended period of time, the Company could be required to write off all or a portion of its goodwill, which represents the
value in excess of the Company's tangible book value. The Company's stock price is subject to market conditions that can be impacted by forces
outside of the control of management, such as a perceived weakness in financial institutions in general, and may not be a direct result of the
Company's performance. In addition, a significant decline in the Company's expected future cash flows, a significant adverse change in the
business climate, or slower growth rates may necessitate taking future charges related to the impairment of the Company's goodwill and other
intangible assets. A write-down of goodwill and/or other intangible assets would reduce earnings in the period in which it is recorded and could
have a material adverse effect on the Company's financial condition and results of operations.

External Risks

The Company operates in a highly competitive industry and market area.

The Company faces substantial competition in all areas of its operations from a variety of different competitors, many of which are larger and
may have more financial resources. Such competitors primarily include national, regional, and community banks within the markets in which the
Company operates. The Company also faces competition from many other types of financial institutions, including savings and loan
associations, credit unions, personal loan and finance companies, retail and discount stockbrokers, investment advisors, mutual funds, insurance
companies, and other financial intermediaries. The financial services industry could become even more competitive as a result of legislative,
regulatory, and technological changes; further illiquidity in the credit markets; and continued consolidation. Banks, securities firms, and
insurance companies can merge under the umbrella of an FHC, which can offer virtually any type of financial service, including banking,
securities underwriting, insurance, and merchant banking. Also, technology lowered barriers to entry and made it possible for non-banks to offer
products and services traditionally provided by banks, such as automatic funds transfer and automatic payment systems. Many of the Company's
competitors have fewer regulatory constraints and may have lower cost structures. In addition, due to their size, many competitors may be able
to achieve economies of scale and, as a result, may offer a broader range of products and services, as well as better pricing for those products
and services than the Company can offer. The expiration on December 31, 2012 of the FDIC's unlimited insurance coverage for
non-interest-bearing transaction accounts at banking institutions may make it more likely for depositors to move funds into non-bank products.

The Company's ability to compete successfully depends on a number of factors, including:

�
Developing, maintaining, and building long-term customer relationships.

�
Expanding the Company's market position.

�
Offering products and services at prices and with the features that meet customers' needs and demands.

�
Introducing new products and services.

�
Maintaining a satisfactory level of customer service.

�
Anticipating and adjusting to changes in industry and general economic trends.

Failure to perform in any of these areas could significantly weaken the Company's competitive position, which could adversely affect the
Company's growth and profitability. This, in turn, could have a material adverse effect on the Company's business, financial condition, and
results of operations.

The Company's business may be adversely affected by conditions in the financial markets and economic conditions generally.

The Company's financial performance generally is dependent to a large extent upon the business environment in the suburban metropolitan
Chicago market, the state of Illinois, and the U.S. as a whole. In particular, the current environment impacts the ability of borrowers to pay
interest on and repay principal of outstanding loans as well as
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the value of collateral securing those loans. A favorable business environment is generally characterized by economic growth, low
unemployment, efficient capital markets, low inflation, high business and investor confidence, strong business earnings, and other factors.
Unfavorable or uncertain economic and market conditions can be caused by declines in economic growth, business activity, or investor or
business confidence; limitations on the availability or increases in the cost of credit and capital; increases in inflation or interest rates; high
unemployment; natural disasters; or a combination of these or other factors.

In recent years, the suburban metropolitan Chicago market, the state of Illinois, and the U.S. as a whole experienced a downward economic
cycle. Significant weakness in market conditions adversely impacted all aspects of the economy including the Company's business. In particular,
dramatic declines in the housing market, with decreasing home prices and increasing delinquencies and foreclosures, negatively impacted the
credit performance of construction loans, which resulted in significant write-downs of assets by many financial institutions. Business activity
across a wide range of industries and regions was greatly reduced, and local governments and many businesses experienced serious difficulty
due to the lack of consumer spending and the lack of liquidity in the credit markets. In addition, unemployment increased significantly during
that period, which further contributed to the adverse business environment for households and businesses. Concerns over U.S. fiscal policy,
budget deficit issues, and political debate over the debt ceiling have created additional economic and market uncertainty.

While economic conditions have shown limited signs of improvement through 2012, there can be no assurance that economic recovery will
continue, and future deterioration would likely exacerbate the adverse effects of recent difficult market conditions on the Company and others in
the financial institutions industry. Market stress could have a material adverse effect on the credit quality of the Company's loans, and therefore,
its financial condition and results of operations as well as other potential adverse impacts including:

�
There could be an increased level of commercial and consumer delinquencies, lack of consumer confidence, increased market
volatility, and widespread reduction of business activity generally.

�
There could be an increase in write-downs of asset values by financial institutions, such as the Company.

�
The Company's ability to assess the creditworthiness of customers could be impaired if the models and approaches it uses to select,
manage, and underwrite credits become less predictive of future performance.

�
The process the Company uses to estimate losses inherent in the Company's loan portfolio requires difficult, subjective, and complex
judgments. This process includes analysis of economic conditions and the impact of these economic conditions on borrowers' ability to
repay their loans. The process could no longer be capable of accurate estimation and may, in turn, impact its reliability.

�
The Bank could be required to pay significantly higher FDIC premiums in the future if losses further deplete the DIF.

�
The Company could face increased competition due to intensified consolidation of the financial services industry. If current levels of
market disruption and volatility continue or worsen, there can be no assurance that the Company will not experience an adverse effect,
which may be material, on its ability to access capital and on the Company's business, financial condition, and results of operations.

Concerns about the European Union's sovereign debt crisis have also caused uncertainty for financial markets globally. Although the Company
does not have direct exposure to European sovereign debt, these circumstances could indirectly affect the Company through general disruption
in the global markets and the related effects on national and local economies, perceived weakness or market concerns about financial institutions
generally, the Bank's hedging activities, customers with European businesses or assets denominated in the Euro, or companies in the Company's
market with European businesses or affiliates.

Turmoil in the financial markets could result in lower fair values for the Company's investment securities.

Major disruptions in the capital markets experienced in recent years have adversely affected investor demand for all classes of securities,
excluding U.S. Treasury securities, and resulted in volatility in the fair values of the Company's investment securities. Significant prolonged
reduced investor demand could manifest itself in lower fair values for these securities and may result in recognition of an other-than-temporary
impairment ("OTTI"), which could have a material adverse effect on the Company's financial condition and results of operations.
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Municipal securities can also be impacted by the business environment of their geographic location. Although this type of security historically
experienced extremely low default rates, municipal securities are subject to systemic risk since cash flows are generally dependent upon (i) the
ability of the issuing authority to levy and collect taxes or (ii) the ability of the issuer to charge for and collect payment for essential services
rendered. If the issuer defaults on its payments, it may result in the recognition of OTTI or total loss, which could have a material adverse effect
on the Company's financial condition and results of operations.

Managing reputational risk is important to attracting and maintaining customers, investors, and employees.

Threats to the Company's reputation can come from many sources, including adverse sentiment about financial institutions generally, unethical
practices, employee misconduct, failure to deliver minimum standards of service or quality, compliance deficiencies, and questionable or
fraudulent activities of the Company's customers. The Company has policies and procedures in place that seek to protect its reputation and
promote ethical conduct. Nonetheless, negative publicity may arise regarding the Company's business, employees, or customers, with or without
merit, and could result in the loss of customers, investors, and employees; costly litigation; a decline in revenues; and increased governmental
oversight. Negative publicity could have a material adverse impact on the Company's reputation, business, financial condition, results of
operations, and liquidity.

The Company may be adversely affected by the soundness of other financial institutions.

Financial services institutions are interrelated as a result of trading, clearing, counterparty, or other relationships. The Company has exposure to
many different industries and counterparties and routinely executes transactions with counterparties in the financial services industry, including
commercial banks, brokers and dealers, investment banks, and other institutional clients. Many of these transactions expose the Company to
credit risk in the event of a default by a counterparty or client. In addition, the Company's credit risk may be exacerbated when the collateral
held by the Company cannot be realized upon liquidation or is liquidated at prices not sufficient to recover the full amount of the credit or
derivative exposure due to the Company. Any such losses could have a material adverse effect on the Company's financial condition, results of
operations, and liquidity.

The Company is subject to environmental liability risk associated with lending activities.

A significant portion of the Company's loan portfolio is secured by real property. During the ordinary course of business, the Company may
foreclose on and take title to properties securing certain loans. In doing so, there is a risk that hazardous or toxic substances could be found on
these properties. If hazardous or toxic substances are found, the Company may be liable for remediation costs, as well as for personal injury and
property damage. Environmental laws may require the Company to incur substantial expenses and could materially reduce the affected
property's value or limit the Company's ability to sell the affected property or to repay the indebtedness secured by the property. In addition,
future laws or more stringent interpretations or enforcement policies with respect to existing laws may increase the Company's exposure to
environmental liability. Although the Company has policies and procedures to perform an environmental review before initiating any foreclosure
action on real property, these reviews may not be sufficient to detect all potential environmental hazards. The remediation costs and any other
financial liabilities associated with an environmental hazard could have a material adverse effect on the Company's financial condition, results of
operations, and liquidity.

Severe weather, natural disasters, acts of war or terrorism, and other external events could significantly impact the Company's business.

Severe weather, natural disasters, acts of war or terrorism, and other adverse external events could have a significant impact on the Company's
ability to conduct business. Such events could affect the stability of the Company's deposit base, impair the ability of borrowers to repay
outstanding loans, reduce the value of collateral securing loans, cause significant property damage, result in loss of revenue, and/or cause the
Company to incur additional expenses. Although management has established disaster recovery policies and procedures, the occurrence of any
such event could have a material adverse effect on the Company's business, which, in turn, could have a material adverse effect on its financial
condition and results of operations.
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U.S. credit downgrades or changes in outlook by the major credit rating agencies may have an adverse effect on financial markets, including
financial institutions and the financial industry.

Despite the actions taken by the U.S. government to raise the U.S. debt limit and address budget deficit concerns, Standard & Poor's Rating
Services ("S&P") downgraded the U.S.'s credit rating from AAA to AA+ in 2011. Any future downgrades or changes in outlook by S&P or
either of the other two major credit rating agencies could impact the trading market for U.S. government securities, including agency securities,
and the securities markets more broadly, and, consequently, could impact the value and liquidity of financial assets, including assets in the
Company's investment and BOLI portfolios. These actions could also create broader financial turmoil and uncertainty, which may negatively
affect the global banking system and limit the availability of funding, including borrowings under repurchase arrangements, at reasonable terms.
In turn, this could have a material adverse effect on the Company's financial condition, results of operations, and liquidity.

The Company's business may be adversely affected by the impact of uncertainty about the financial stability of troubled European Union
member economies.

Certain European Union member countries have fiscal obligations greater than their fiscal revenue, which caused investor concern over such
countries' ability to continue to service their debt and foster economic growth. Federal regulators are closely monitoring U.S. money market
funds' exposure to commercial paper issued by European banks. Approximately one-half of all prime money market funds are invested in
European bank commercial paper and those European banks are heavily invested in government bonds issued by the troubled economies of
certain European Union member countries. A default by any of those countries could have a broad negative effect on U.S. and world economies.

In addition, the European debt crisis caused credit spreads to widen in the fixed income debt markets and liquidity to be less abundant. A weaker
European economy may transcend Europe, cause investors to lose confidence in the safety and soundness of European financial institutions and
the stability of European member economies, and likewise impact U.S.-based financial institutions, the stability of the global financial markets,
and the limited economic recovery underway in the U.S. The Company cannot predict the current or future impact this uncertainty may have on
its financial condition or results of operations.

Legal/Compliance Risks

The Company is subject to extensive government regulation and supervision.

The Company and the Bank are subject to extensive federal and state regulations and supervision. Banking regulations are primarily intended to
protect depositors' funds, FDIC funds, and the banking system as a whole, not security holders. These regulations affect the Company's lending
practices, capital structure, investment practices, dividend policy, and growth. Congress and federal regulatory agencies continually review
banking laws, regulations, policies, and other supervisory guidance for possible changes.

Changes to statutes, regulations, regulatory policies, or other supervisory guidance, including changes in the interpretation or implementation of
those policies, could affect the Company in substantial and unpredictable ways and could have a material adverse effect on the Company's
business, financial condition, and results of operations. These changes could subject the Company to additional costs, limit the types of financial
services and products the Company may offer, limit the activities we are permitted to engage in, and/or increase the ability of non-banks to offer
competing financial services and products. Failure to comply with laws, regulations, policies, or other regulatory guidance could result in civil or
criminal sanctions by regulatory agencies, civil monetary penalties, and/or damage to the Company's reputation. Government authorities,
including the bank regulatory agencies, are pursuing aggressive enforcement actions with respect to compliance and other legal matters
involving financial activities. Any of these actions could have a material adverse effect on the Company's business, financial condition, and
results of operations. While the Company has policies and procedures designed to prevent any such violations, there can be no assurance that
such violations will not occur. See the section captioned "Supervision and Regulation" in Item 1, "Business," and Note 18 of "Notes to the
Consolidated Financial Statements" included in Item 8, "Financial Statements and Supplementary Data," of this Form 10-K.

30

Edgar Filing: FIRST MIDWEST BANCORP INC - Form 10-K

35



Table of Contents

Rapidly implemented legislative and regulatory actions could have an unanticipated and adverse effect on the Company.

In response to the financial market crisis, the U.S. government, specifically the Treasury, Federal Reserve, and FDIC, working in cooperation
with foreign governments and other central banks, took a variety of extraordinary measures designed to restore confidence in the financial
markets and to strengthen financial institutions. The rulemaking relating to these measures was accomplished on an emergency basis in order to
address immediate concerns about the stability and continued existence of the global financial system. Recovery programs were rapidly
proposed, adopted, and sometimes quickly abandoned in response to changing market conditions and other concerns. The speed of market
developments required the government to abandon its traditional pattern and timeline of legislative and regulatory rulemaking, and issue rules on
an interim basis without prior notice and comment. Rulemaking in this manner, rather than through the traditional legislative practice, does not
allow for input by regulated financial institutions, such as the Company, and could lead to uncertainty in the financial markets, disruption to the
Company's business, increased costs, and material adverse effects on the Company's financial condition and results of operations.

The Company's business may be adversely affected in the future by the implementation of ongoing regulations regarding banks and financial
institutions under the Dodd-Frank Act.

The Dodd-Frank Act, which became law in 2010, significantly changed the bank regulatory structure and affects the lending, deposit,
investment, trading, and operating activities of financial institutions and their holding companies. The Dodd-Frank Act requires various federal
agencies to adopt a broad range of new rules and regulations and to prepare numerous studies and reports for Congress. The federal agencies are
given significant discretion in drafting and implementing rules and regulations and, consequently, many of the details and much of the impact of
the Dodd-Frank Act may not be known until final rules are adopted and market practices and structures develop around the rules, which may
take several years. See the section titled "Supervision and Regulation" in Item 1 of this Form 10-K for a discussion of several significant
provisions of the Dodd-Frank Act.

The Dodd-Frank Act is intended to address specific issues that contributed to the financial crisis and is heavily remedial in nature. Several
provisions in the Act are applicable to larger institutions (greater than $10 billion in assets). Many aspects of the Dodd-Frank Act that are
applicable to the Company are subject to rulemaking that will take effect over several years, making it difficult to anticipate the overall financial
impact on the Company. However, compliance with new laws and regulations likely will result in additional operating costs that could have a
material adverse effect on the Company's financial condition and results of operations.

The Company's business may be adversely affected in the future by the implementation of rules establishing standards for debit card interchange
fees.

The Federal Reserve has implemented final rules establishing standards for debit card interchange fees and prohibiting network exclusivity
arrangements and routing restrictions as required by the Dodd-Frank Act. A debit card interchange fee is a fee paid by a merchant's bank to the
customer's bank for the use of the debit card.

Under the final rule, the maximum permissible interchange fee that an issuer may receive for an electronic debit transaction is 21 cents plus an
amount equal to five basis points of the transaction value. In addition, under an interim final rule issued concurrently with the final rule, an
additional one cent per transaction "fraud prevention adjustment" to the interchange fee is available to those issuers that comply with certain
standards outlined by the Federal Reserve.

Currently, the Company is exempt from the interchange fee cap under the "small issuer" exemption, which applies to any debit card issuer with
total worldwide assets of less than $10 billion as of the end of the previous calendar year. In the event the Company's assets reach $10 billion or
more, it will become subject to the interchange fee limitations beginning July 1 of the following year, and the fees the Company may receive for
an electronic debit transaction will be capped at the statutory limit.

Although the rule applies only to larger institutions and does not currently apply to the Company, future industry responses and developments
relating to this rule that are currently unknown may affect the Company's financial
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condition and results of operations in ways and to a degree that it cannot currently predict, including any impact on its future revenue.

The short-term and long-term impact of the new Basel III final framework on capital and liquidity ratio requirements is uncertain.

The Basel III final framework introduces a new capital measure and specifies adjustments to the instruments that comprise Tier 1 capital. In
addition, the Basel III final framework requires banks and bank holding companies to measure their liquidity against specific liquidity tests that,
although similar in some respects to liquidity measures historically applied by banks and regulators for management and supervisory purposes,
going forward will be required by regulation. For a more detailed description of this proposal, refer to the section titled "Supervision and
Regulation" in Item 1, "Business," of this Form 10-K. These new standards are subject to further rulemaking and their terms may well change
before implementation. The resulting impact of Basel III on the Company's capital and liquidity ratios and compliance costs is unknown, and
could negatively affect the costs and availability of capital alternatives. In addition, requirements to maintain higher levels of capital or liquid
assets could adversely impact the Company's net income and return on equity.

The level of the commercial real estate loan portfolio may subject the Company to additional regulatory scrutiny.

The FDIC, the Federal Reserve, and the Office of the Comptroller of the Currency promulgated joint guidance on sound risk management
practices for financial institutions with concentrations in commercial real estate lending. Under the guidance, a financial institution that is
actively involved in commercial real estate lending should perform a risk assessment to identify concentrations. A financial institution may have
a concentration in commercial real estate lending if (i) total reported loans for construction, land development, and other land represent 100% or
more of total capital or (ii) total reported loans secured by multi-family and non-farm residential properties, loans for construction, land
development, and other land loans otherwise sensitive to the general commercial real estate market, including loans to commercial real estate
related entities, represent 300% or more of total capital. The joint guidance requires heightened risk management practices including board and
management oversight and strategic planning, development of underwriting standards, risk assessment, and monitoring through market analysis
and stress testing. The Company is currently in compliance with these regulations. If regulators determine the Company is in violation of these
restrictions or has not adequately implemented risk management practices, they could impose additional regulatory restrictions against the
Company, which could have a material negative impact on the Company's business, financial condition, and results of operations.

The Company and its subsidiaries are subject to examinations and challenges by taxing authorities.

In the normal course of business, the Company and its subsidiaries are routinely subjected to examinations and challenges from federal and state
taxing authorities regarding tax positions taken by the Company and the determination of the amount of tax due. These examinations may relate
to income, franchise, gross receipts, payroll, property, sales and use, or other tax returns filed, or not filed, by the Company. The challenges
made by taxing authorities may result in adjustments to the amount of taxes due, and may result in the imposition of penalties and interest. If any
such challenges are not resolved in the Company's favor, they could have a material adverse effect on the Company's financial condition, results
of operations, and liquidity.

The Company and its subsidiaries are subject to changes in federal and state tax laws and changes in interpretation of existing laws.

The Company's financial performance is impacted by federal and state tax laws. Given the current economic and political environment, and
ongoing budgetary pressures, the enactment of new federal or state tax legislation may occur. The enactment of such legislation, or changes in
the interpretation of existing law, including provisions impacting income tax rates, apportionment, consolidation or combination, income,
expenses, and credits, may have a material adverse effect on the Company's financial condition, results of operations, and liquidity.

The Company and its subsidiaries may not be able to realize the benefit of deferred tax assets.

The Company records deferred tax assets and liabilities for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases.
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Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in years in which those temporary
differences are expected to be recovered or settled. The deferred tax assets can be recognized in future periods dependent upon a number of
factors, including the ability to realize the asset through carryback or carryforward to taxable income in prior or future years, the future reversal
of existing taxable temporary differences, future taxable income, and the possible application of future tax planning strategies. A valuation
allowance is established for any deferred tax asset for which recovery or settlement is not more likely than not.

Each quarter, the Company assesses its deferred tax asset position, including the recoverability of this asset or the need for a valuation
allowance. This assessment takes into consideration positive and negative evidence to determine whether it is more likely than not that a portion
of the asset will not be realized. If the Company is not able to recognize deferred tax assets in future periods, it could have a material adverse
effect on the Company's financial condition and results of operations.

The Company is a defendant in a variety of litigation and other actions.

Currently, there are certain legal proceedings pending against the Company and its subsidiaries in the ordinary course of business. While the
outcome of any legal proceeding is inherently uncertain, based on information currently available, the Company's management believes that any
liabilities arising from pending legal matters would be immaterial. However, if actual results differ from management's expectations, it could
have a material adverse effect on the Company's financial condition, results of operations, or cash flows. For a detailed discussion on current
legal proceedings, refer to Item 3, "Legal Proceedings," and Note 20 of "Notes to the Consolidated Financial Statements" in Item 8 of this
Form 10-K.

Risks Related to Acquisition Activity

Future acquisitions, including FDIC-assisted transactions, may disrupt the Company's business and dilute stockholder value.

In the past, the Company strategically acquired banks or branches of other banks. The Company may consider future acquisitions to supplement
internal growth opportunities, as permitted by regulators. The Company seeks merger or acquisition partners that are culturally similar and
possess either significant market presence or have potential for improved profitability through financial management, economies of scale, or
expanded services. Acquiring other banks or branches involves potential risks that could have a material adverse impact on the Company's
financial condition or results of operations, including:

�
Exposure to unknown or contingent liabilities of acquired banks.

�
Disruption of the Company's business.

�
Loss of key employees and customers of acquired banks.

�
Short-term decrease in profitability.

�
Diversion of management's time and attention.

�
Issues arising during transition and integration.

�
Dilution in the ownership percentage of holdings of the Company's Common Stock.

�
Difficulty in estimating the value of the target company.

�
Payment of a premium over book and market values that may dilute the Company's tangible book value and earnings per share in the
short and long-term.

�
Volatility in reported income as goodwill impairment losses could occur irregularly and in varying amounts.

�
Inability to realize the expected revenue increases, cost savings, increases in geographic or product presence, and/or other projected
benefits.

�
Changes in banking or tax laws or regulations.
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From time to time, the Company may evaluate merger and acquisition opportunities and conduct due diligence activities related to possible
transactions with other financial institutions and financial services companies. In addition, in the current economic environment, the Company
may be presented with opportunities to acquire the assets and liabilities of failed banks in FDIC-assisted transactions. As a result, merger or
acquisition discussions and negotiations may take place and future mergers or acquisitions involving cash, debt, or equity securities may occur at
any time. Acquisitions may involve the payment of a premium over book and market values, and therefore, some dilution of the Company's
tangible book value and net income per common share may occur in connection with any future transaction. Furthermore, failure to realize the
expected revenue increases, cost savings, increases in geographic or product presence, and/or other projected benefits from an acquisition could
have a material adverse effect on the Company's financial condition and results of operations. In addition, from time to time, banking regulators
may restrict the Company from making acquisitions. See the sections captioned "History" and "Supervision and Regulation" included in Item 1
for additional detail and Business for further discussion of these matters.

Competition for acquisition candidates is intense.

Numerous potential acquirers compete with the Company for acquisition candidates. The Company may not be able to successfully identify and
acquire suitable targets, which could slow the Company's growth rate and have a material adverse effect on its ability to compete in its markets.

If the Company is inclined to participate in FDIC-assisted transactions, the Company can only participate in the bid process if it receives
approval of bank regulators. There can be no assurance that the Company will be allowed to participate in the bid process, or what the terms of
such transaction might be or whether the Company would be successful in acquiring the bank or targeted assets.

Failure to comply with the terms of loss share agreements with the FDIC may result in potential losses.

The Company has completed four FDIC-assisted transactions. In three of those transactions, most loans and OREO acquired are covered by the
FDIC Agreements, under which the FDIC will reimburse the Bank for a portion of the losses and eligible expenses arising from certain assets of
the acquired institutions. The FDIC Agreements have specific and detailed compliance, servicing, notification, and reporting requirements.
Non-compliance with the terms of the FDIC Agreements could result in the loss of reimbursement on individual loans, large pools of loans, or
OREO and could result in material losses that adversely affect the Company's business or financial condition.

The valuations of loans and OREO acquired in FDIC-assisted transactions and the related FDIC indemnification asset rely on estimates that
may be inaccurate.

The Company performs a valuation of loans and OREO acquired in FDIC-assisted transactions. Although management makes various
assumptions and judgments about the collectability of the acquired loans, including the creditworthiness of borrowers and the value of the real
estate and other assets serving as collateral for the repayment of secured loans associated with these transactions, its estimates of the fair value of
assets acquired could be inaccurate. Valuing these assets using inaccurate assumptions could materially and adversely affect the Company's
business, financial condition, results of operations, and future prospects.

In FDIC-assisted transactions that include loss-share agreements, the Company records an FDIC indemnification asset that reflects its estimate
of the timing and amount of future losses that are anticipated to occur. In determining the size of the FDIC indemnification asset, the Company
analyzes the loan portfolio based on historical loss experience, volume and classification of loans, volume and trends in delinquencies and
non-accruals, local economic conditions, and other pertinent information. Changes in the Company's estimate of the timing of those losses,
specifically if those losses are to occur beyond the applicable loss-share periods, may result in impairments of the FDIC indemnification asset,
which would have a material adverse effect on the Company's financial condition and results of operations. If the assumptions related to the
timing or amount of expected losses are incorrect, there could be a negative impact on the Company's operating results. Increases in the amount
of future losses in response to different economic conditions or adverse developments in the acquired loan portfolio may result in increased
charge-offs, which would also negatively impact the Company's financial condition and results of operations.
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Risks Associated with the Company's Common Stock

An investment in the Company's Common Stock is not an insured deposit.

The Company's Common Stock is not a bank deposit and, therefore, is not insured against loss by the FDIC, any other deposit insurance fund, or
by any other public or private entity. Investment in the Company's Common Stock is inherently risky for the reasons described in this "Risk
Factors" section and elsewhere in this report and is subject to the same market forces that affect the price of common stock in any public
company. As a result, if you acquire the Company's Common Stock, you could lose some or all of your investment.

The Company's stock price can be volatile.

Stock price volatility may make it more difficult for you to resell your Common Stock when you want and at prices you find attractive. The
Company's Common Stock price can fluctuate significantly in response to a variety of factors including:

�
Actual or anticipated variations in quarterly results of operations.

�
Recommendations by securities analysts.

�
Operating and stock price performance of other companies that investors deem comparable to the Company.

�
News reports relating to trends, concerns, and other issues in the financial services industry.

�
Perceptions in the marketplace regarding the Company and/or its competitors.

�
New technology used or services offered by competitors.

�
Significant acquisitions or business combinations, strategic partnerships, joint venture, or capital commitments by or involving the
Company or its competitors.

�
Failure to integrate acquisitions or realize anticipated benefits from acquisitions.

�
Changes in government regulations.

�
Geopolitical conditions, such as acts or threats of terrorism or military conflicts.

General market fluctuations, industry factors, and general economic and political conditions and events, such as economic slowdowns or
recessions, interest rate changes, or credit loss trends, could also cause the Company's Common Stock price to decrease regardless of operating
results.

The trading volume in the Company's Common Stock is less than that of other larger financial services institutions.

Although the Company's Common Stock is listed for trading on the Nasdaq Stock Market Exchange, the trading volume in its Common Stock
may be less than that of other, larger financial services companies. A public trading market having the desired characteristics of depth, liquidity,
and orderliness depends on the presence in the marketplace of willing buyers and sellers of the Company's Common Stock at any given time.
This presence depends on the individual decisions of investors and general economic and market conditions over which the Company has no
control. During any period of lower trading volume of the Company's Common Stock, significant sales of shares of the Company's Common
Stock, or the expectation of these sales could cause the Company's Common Stock price to fall.

The Company's Restated Certificate of Incorporation, Amended and Restated By-laws, and Amended and Restated Rights Agreement, as well as
certain banking laws, may have an anti-takeover effect.

Provisions of the Company's Restated Certificate of Incorporation and Amended and Restated By-laws, federal banking laws, including
regulatory approval requirements, and the Company's Amended and Restated Rights Plan could make it more difficult for a third party to
acquire the Company, even if doing so would be perceived to be beneficial by the Company's stockholders. The combination of these provisions
effectively inhibits a non-negotiated merger or other business combination, which, in turn, could adversely affect the market price of the
Company's Common Stock.
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The Company may issue additional securities, which could dilute the ownership percentage of holders of the Company's Common Stock.

The Company may issue additional securities to raise additional capital or finance acquisitions or upon the exercise or conversion of outstanding
options, and, if it does, the ownership percentage of holders of the Company's Common Stock could be diluted potentially materially.

The Company has not established a minimum dividend payment level, and it cannot ensure its ability to pay dividends in the future.

On March 16, 2009, the Board of Directors of First Midwest Bancorp, Inc. ("the Board") announced a reduction in the Company's quarterly
Common Stock dividend from $0.225 per share to $0.01 per share. The Company has paid dividends of $0.01 per share for the past 16 quarters.
While the Company considers future capital strategies, including an increase in quarterly dividends, any increase will be subject to regulatory
review. The Company has not established a minimum dividend payment level, and the amount of its dividend may fluctuate. All dividends will
be made at the discretion of the Board and will depend upon the Company's earnings, financial condition, and such other factors as the Board
may deem relevant from time to time. The Board may, at its discretion, further reduce or eliminate dividends or change its dividend policy in the
future.

In addition, the Federal Reserve issued Federal Reserve Supervision and Regulation Letter SR-09-4, which requires bank holding companies to
inform and consult with Federal Reserve supervisory staff prior to declaring and paying a dividend that exceeds earnings for the period for
which the dividend is being paid. Under this regulation, if the Company experiences losses in a series of consecutive quarters, it may be required
to inform and consult with the Federal Reserve supervisory staff prior to declaring or paying any dividends. In this event, there can be no
assurance that the Company's regulators will approve the payment of such dividends.

Offerings of debt, which would be senior to the Company's Common Stock upon liquidation, and/or preferred equity securities, which may be
senior to the Company's Common Stock for purposes of dividend distributions or upon liquidation, may adversely affect the market price of the
Company's Common Stock.

The Company may attempt to increase the Company's capital or raise additional capital by making additional offerings of debt or preferred
equity securities, including trust-preferred securities, senior or subordinated notes, and preferred stock. Upon liquidation, holders of the
Company's debt securities and shares of preferred stock and lenders with respect to other borrowings will receive distributions of the Company's
available assets prior to the holders of the Company's Common Stock. Additional equity offerings may dilute the holdings of the Company's
existing stockholders or reduce the market price of the Company's Common Stock, or both. Holders of the Company's Common Stock are not
entitled to preemptive rights or other protections against dilution.

The Board is authorized to issue one or more classes or series of preferred stock from time to time without any action on the part of the
Company's stockholders. The Board also has the power, without stockholder approval, to set the terms of any such classes or series of preferred
stock that may be issued, including voting rights, dividend rights, and preferences over the Company's Common Stock with respect to dividends
or upon the Company's dissolution, winding-up, liquidation, and other terms. If the Company issues preferred stock in the future that has a
preference over the Company's Common Stock with respect to the payment of dividends or upon liquidation, or if the Company issues preferred
stock with voting rights that dilute the voting power of the Company's Common Stock, the rights of holders of the Company's Common Stock or
the market price of the Company's Common Stock could be adversely affected.
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 ITEM 1B. UNRESOLVED STAFF COMMENTS

The Company does not have any unresolved comments pending with the SEC staff.

 ITEM 2. PROPERTIES

The executive offices of the Company, the Bank, and certain subsidiary operational facilities are located in a 16-story office building in Itasca,
Illinois, which is leased from an unaffiliated third party. The Company occupies a total of 95 facilities as presented in the following table.

December 31,
2012

Bank offices:
Executive office in Itasca, Illinois 1
Bank branches 91
Operational facility in Joliet, Illinois 1
Other lending and commercial banking offices 2

Total bank offices 95

Bank offices owned and not subject to any material liens 75
Leased bank offices 20

Total bank offices 95

Total ATMs 130
The banking offices are largely located in various communities throughout northern Illinois and northwestern Indiana, primarily the Chicago
metropolitan suburban area. The Company also has banking offices in central and western Illinois and eastern Iowa. At certain Bank locations,
excess space is leased to third parties. Most of the ATMs are housed at banking locations, and some of them are independently located. In
addition, the Company owns other real property that, when considered individually or in the aggregate, is not material to the Company's
financial position.

The Company believes its facilities in the aggregate are suitable and adequate to operate its banking business. Additional information with
respect to premises and equipment is presented in Note 7 of "Notes to the Consolidated Financial Statements" in Item 8 of this Form 10-K.

 ITEM 3. LEGAL PROCEEDINGS

The nature of the business of the Bank and the Company's other subsidiaries ordinarily results in a certain amount of claims, litigation,
investigations, and legal and administrative cases and proceedings, all of which are considered incidental to the normal conduct of business. In
managing such matters, management considers the merits and feasibility of all options and strategies available to the Company, including
litigation prosecution, arbitration, insurance coverage, and settlement. Generally, if the Company determines it has meritorious defenses to a
matter, it vigorously defends itself.

In August of 2011, the Bank was named in a purported class action lawsuit filed in the Circuit Court of Cook County, Illinois on behalf of
certain of the Bank's customers who incurred overdraft fees. The lawsuit is based on the Bank's practices relating to debit card transactions, and
alleges that these practices resulted in customers being assessed excessive overdraft fees. The plaintiffs seek an unspecified amount of damages
and other relief, including restitution, and no class has been certified. The Bank filed a motion to dismiss the complaint and, on January 23,
2013, the Circuit Court granted the Bank's motion and dismissed the complaint with prejudice. On February 20, 2013, the plaintiffs filed a notice
of appeal with the Illinois Appellate Court. The Company believes that the Bank has meritorious defenses to the claims made by the plaintiffs
and, accordingly, the Bank intends to continue to vigorously defend itself against the allegations in the lawsuit.
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Currently, there are certain other legal proceedings pending against the Company and its subsidiaries in the ordinary course of business. While
the outcome of any legal proceeding is inherently uncertain, based on information currently available, the Company's management believes that
any liabilities arising from pending legal matters are not expected to have a material adverse effect on the Company's financial position, results
of operations, or cash flows.

 ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

 PART II

 ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY,
RELATED STOCKHOLDER MATTERS, AND

ISSUER PURCHASES OF EQUITY SECURITIES

The Company's Common Stock is traded under the symbol "FMBI" in the Nasdaq Global Select market tier of the Nasdaq Stock Market. As of
December 31, 2012, there were 2,004 stockholders of record, a number that does not include beneficial owners who hold shares in "street name"
(or shareholders from previously acquired companies that did not exchange their stock).

2012 2011

Fourth Third Second First Fourth Third Second First
Market price of Common
Stock
High $ 13.57 $ 13.40 $ 12.25 $ 12.87 $ 10.31 $ 12.72 $ 13.48 $ 13.07
Low $ 11.62 $ 10.43 $ 9.42 $ 10.25 $ 6.89 $ 7.22 $ 11.05 $ 10.79
Quarter-end $ 12.52 $ 12.56 $ 10.98 $ 11.98 $ 10.13 $ 7.32 $ 12.29 $ 11.79
Cash dividends declared
per common share $ 0.01 $ 0.01 $ 0.01 $ 0.01 $ 0.01 $ 0.01 $ 0.01 $ 0.01
Dividend yield at
quarter-end (1) 0.32% 0.32% 0.36% 0.33% 0.39% 0.55% 0.33% 0.34%
Book value per common
share at quarter-end $ 12.57 $ 12.47 $ 13.07 $ 12.99 $ 12.93 $ 12.88 $ 12.74 $ 12.49

(1)

Ratios are presented on an annualized basis.

Payment of future dividends is within the discretion of the Board and will depend on earnings, capital requirements, the operating and financial
condition of the Company, and other factors the Board deems relevant from time to time. The Board makes the dividend determination on a
quarterly basis. A further discussion of the Company's philosophy regarding the payment of dividends is included in the "Management of
Capital" section of "Management's Discussion and Analysis of Financial Condition and Results of Operations" in Item 7 of this Form 10-K.

A discussion regarding the regulatory restrictions applicable to the Bank's ability to pay dividends to the Company is included in the
"Supervision and Regulation � Dividends" and "Risk Factors � Risks Associated with the Company's Common Stock" sections under Items 1 and
1A of this Form 10-K.

For a description of the securities authorized for issuance under equity compensation plans, please refer to Item 12, "Security Ownership of
Certain Beneficial Owners and Management and Related Stockholder Matters," of this Form 10-K.
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Stock Performance Graph

The graph below illustrates the cumulative total return (defined as stock price appreciation or depreciation and dividends) to stockholders from
the Company's Common Stock against a broad-market total return equity index, the S&P 500 Stock Index (the "S&P 500"), and a published
industry total return equity index, the S&P SmallCap 600 Banks Index ("S&P SmallCap 600 Banks"), over a five-year period.

Comparison of Five-Year Cumulative Total Return Among
First Midwest, the S&P 500, and the S&P SmallCap 600 Banks (1)

Copyright© 2013 S&P, a division of The McGraw-Hill Companies Inc. All rights reserved.

2007 2008 2009 2010 2011 2012
First Midwest $ 100.00 $ 68.56 $ 37.56 $ 39.87 $ 35.21 $ 43.66
S&P 500 100.00 63.00 79.67 91.67 93.61 108.59
S&P SmallCap 600
Banks 100.00 100.63 69.16 81.51 80.79 93.89

(1)

Assumes $100 invested on December 31, 2007 in the Company's Common Stock, the S&P 500, and the S&P SmallCap 600 Banks with the
reinvestment of all related dividends.

To the extent this Form 10-K is incorporated by reference into any other filing by the Company under the Securities Act of 1933, as amended, or
the Securities Exchange Act of 1934, as amended, the foregoing "Stock Performance Graph" will not be deemed incorporated, unless
specifically provided otherwise in such filing and shall not otherwise be deemed filed under such Acts.
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Issuer Purchases of Equity Securities

The following table summarizes the Company's monthly Common Stock purchases during the fourth quarter of 2012. The Board approved a
stock repurchase program on November 27, 2007. Up to 2.5 million shares of the Company's Common Stock may be repurchased, and the total
remaining authorization under the program was 2,494,747 shares as of December 31, 2012. The repurchase program has no set expiration or
termination date.

Issuer Purchases of Equity Securities
(Number of shares in thousands)

Total
Number
of Shares

Purchased (1)

Average
Price

Paid per
Share

Total Number
of Shares

Purchased as
Part of a
Publicly

Announced
Plan or

Program

Maximum
Number of
Shares that
May Yet Be
Purchased
Under the

Plan or
Program

October 1 � October 31, 2012 - $ - - 2,494,747
November 1 � November 30, 2012 - - - 2,494,747
December 1 � December 31, 2012 14,114 12.47 - 2,494,747

Total 14,114 $ 12.47 -

(1)

Consists of shares acquired pursuant to the Company's share-based compensation plans and not the Company's repurchase program
approved by its Board on November 27, 2007. Under the terms of these plans, the Company accepts shares of Common Stock from option
holders if they elect to surrender previously owned shares upon exercise to cover the exercise price of the stock options or, in the case of
restricted shares of Common Stock, the withholding of shares to satisfy tax withholding obligations associated with the vesting of restricted
shares.
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 ITEM 6. SELECTED FINANCIAL DATA

Consolidated financial information reflecting a summary of the operating results and financial condition of the Company for each of the five
years in the period ended December 31, 2012 is presented in the following table. This summary should be read in conjunction with the
consolidated financial statements and accompanying notes included in Item 8, "Financial Statements and Supplementary Data," of this
Form 10-K. A more detailed discussion and analysis of the factors affecting the Company's financial condition and operating results is presented
in Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations," of this Form 10-K.

Years ended December 31,

2012 2011 2010 2009 2008
Operating Results (Amounts in thousands, except per share data)
Net (loss) income $ (21,054) $ 36,563 $ (9,684) $ (25,750) $ 49,336
Net (loss) income applicable to
common shares (20,748) 25,437 (19,717) (35,551) 48,482
Per Common Share Data
Basic (loss) earnings per common
share $ (0.28) $ 0.35 $ (0.27) $ (0.71) $ 1.00
Diluted (loss) earnings per common
share (0.28) 0.35 (0.27) (0.71) 1.00
Common dividends declared 0.040 0.040 0.040 0.040 1.155
Book value at year end 12.57 12.93 12.40 13.66 14.72
Market price at year end 12.52 10.13 11.52 10.89 19.97
Performance Ratios
Return on average common equity (2.14%) 2.69% (2.06%) (4.84%) 6.46%
Return on average assets (0.26%) 0.45% (0.12%) (0.32%) 0.60%
Net interest margin � tax-equivalent 3.86% 4.04% 4.13% 3.72% 3.61%
Dividend payout ratio (14.29%) 11.43% (14.81%) (5.63%) 115.50%
Average equity to average assets
ratio 11.93% 13.72% 14.31% 11.50% 9.30%

As of December 31,

2012 2011 2010 2009 2008
Balance Sheet Highlights (Amounts in thousands)
Total assets $ 8,099,839 $ 7,973,594 $ 8,138,302 $ 7,710,672 $ 8,528,341
Total loans, including covered
loans 5,387,570 5,348,615 5,472,289 5,349,565 5,360,063
Deposits 6,672,255 6,479,175 6.511.476 5,885,279 5,585,754
Senior and subordinated debt 214,779 252,153 137,744 137,735 232,409
Long-term portion of FHLB
advances 114,581 75,000 112,500 147,418 736
Stockholders' equity 940,893 962,587 1,112,045 941,521 908,279
Financial Ratios
Allowance for credit losses as a
percent of loans 1.91% 2.28% 2.65% 2.71% 1.75%
Total capital to risk-weighted assets 11.90% 13.68% 16.27% 13.94% 14.36%
Tier 1 capital to risk-weighted
assets 10.28% 11.61% 14.20% 11.88% 11.60%
Tier 1 leverage to average assets 8.40% 9.28% 11.21% 10.18% 9.41%
Tangible common equity to
tangible assets 8.44% 8.83% 8.06% 6.29% 5.23%
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 ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

INTRODUCTION

The following discussion and analysis is intended to address the significant factors affecting our Consolidated Statements of Income for the
years 2010 through 2012 and Consolidated Statements of Financial Condition as of December 31, 2011 and 2012. When we use the terms "First
Midwest," the "Company," "we," "us," and "our," we mean First Midwest Bancorp, Inc., a Delaware corporation, and its consolidated
subsidiaries. When we use the term "Bank," we are referring to our wholly owned banking subsidiary, First Midwest Bank. For your reference, a
glossary of certain terms is presented on pages 3 and 4 of this Form 10-K. The discussion is designed to provide stockholders with a
comprehensive review of our operating results and financial condition and should be read in conjunction with the consolidated financial
statements, accompanying notes thereto, and other financial information presented in this Form 10-K.

Our results of operations are affected by various factors, many of which are beyond our control, including interest rates, national and local
economic conditions, legislative changes, and changes in real estate and securities markets. Our management evaluates performance using a
variety of qualitative and quantitative metrics. The primary quantitative metrics used by management include:

�
Pre-Tax Pre-Provision Operating Earnings �Pre-tax pre-provision operating earnings, a non-GAAP financial measure, reflects our
operating performance before the effects of credit-related charges, securities gains, losses, and impairments, and certain unusual,
infrequent, or non-recurring revenues and expenses. We believe this metric is useful because it helps investors to assess the Company's
operating performance. A reconciliation of pre-tax, pre-provision operating earnings to GAAP can be found in Table 1.

�
Net Interest Income � Net interest income, our primary source of revenue, equals the difference between interest income and fees earned
on interest-earning assets and interest expense incurred on interest-bearing liabilities.

�
Net Interest Margin �Net interest margin equals net interest income divided by total average interest-earning assets.

�
Noninterest Income � Noninterest income is the income we earn from fee-based revenues, BOLI and other income, and non-operating
revenues.

�
Asset Quality � Asset quality is an estimation of the quality of our loan portfolio, including an assessment of the credit risk related to
existing and potential loss exposure, and can be evaluated using a number of quantitative measures, such as non-performing loans to
total loans.

�
Regulatory Capital � Our regulatory capital is classified in one of the following two tiers: (i) Tier 1 capital consists of common equity,
retained earnings, qualifying non-cumulative perpetual preferred stock, and qualifying trust-preferred securities, less goodwill and
most intangible assets, and (ii) Tier 2 capital includes qualifying subordinated debt and the allowance for credit losses, subject to
limitations.

A condensed review of operations for the fourth quarter of 2012 is included in the section titled "Fourth Quarter 2012 vs. 2011" of this Item 7.
The summary provides an analysis of the quarterly earnings performance for the fourth quarter of 2012 compared to the same period in 2011.

Unless otherwise stated, all earnings per common share data included in this section and throughout the remainder of this discussion are
presented on a fully diluted basis.
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PERFORMANCE OVERVIEW

Table 1
Selected Financial Data

(Dollar amounts in thousands, except per share data)

Years ended December 31,
2012 2011 2010

Operating Results
Interest income $ 300,569 $ 321,511 $ 328,867
Interest expense (34,901) (39,891) (49,518)

Net interest income 265,668 281,620 279,349
Fee-based revenues 97,323 94,182 86,762
Other noninterest income 5,662 4,269 5,270
Noninterest expense, excluding certain non-operating noninterest expense
items (248,349) (248,838) (234,975)

Pre-tax, pre-provision operating earnings (1) 120,304 131,233 136,406
Provision for loan and covered loan losses (158,052) (80,582) (147,349)
Net securities (losses) gains (921) 2,410 12,216
Gain, less related expenses, on bulk loan sales 2,639 - -
Gains on acquisitions, net of integration costs 2,486 1,076 979
Net losses on early extinguishment of debt (558) - -
Net losses on sales and valuation adjustments of OREO, excess properties,
assets held-for-sale, and other (2) (7,974) (10,797) (40,480)
Accelerated amortization of FDIC indemnification asset (2) (6,705) - -
Severance-related costs (2) (1,155) (2,269) -

(Loss) income before income tax benefit (expense) (49,936) 41,071 (38,228)
Income tax benefit (expense) 28,882 (4,508) 28,544
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