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Letter To Qur
Shareholders

while 2023 presented new challenges to the banking industry Impacting FNEM's cumant earnings, your Bank remiains well positionad for future
growth and earning expansion opportunitles.

FNEM's total assets Increased 4.4% from a year ago to $880.5 milllon as of December 31, 2023, with gross loans Increasing 13.5% to 57132 million.
Total capital was $70.7 million as of December 31, 2023, up 8.1 milllen from year-end 2022,

For the year 2023, total Interest Income graw 34.2% to $42.3 milllon from $31.5 milllon for the prior year as a result of Increased yleld on eaming
assets and continued expansion of the commerclal loan portfollo. Forthe same perlod, FNBM's Interest costs rose 391.2% moving from $2.2 million

to 518.7 milllon primarily due to higher costs of deposits and borrowed funds, reflecting the Impact of the rising Interest rate ervironment. FNEM also
experienced a change In Its funding mix, conslsting of a decreasa In noninterest-bearing and lower-cost deposits and an Increase In higher-cost money
market accounts and time deposits, as customers sought additional FDIC Insurance and higherylelds. During 2023, FNBM recorded provisions for
creditlossas totaling 50.7 million, down from $2.1 milllon for the year pror. FNBM also Increased non-interast Income by 16.5% for the year while its
non-interest expense, largely influenced by Inflation, grew by 7.1%. Net income for the year of 54.2 million was down 42.6% from the pravious year's
total of 57.3 milllon and, as a result, diluted earnings per share saw a similar decrease of 41.69 moving from $3.65 per share to $2.13 per share.

FMBEM malmtalned a “well-capitalized” positlon as of December 21, 2023, with a total risk-basad capital ratio of 11.4%, compared to 11.6% as of
Decamber 31, 2022, Atyearend 2023, FNEM had approvimately $11.2 million of capital above the 10 parcent minimum regulatory threshold required
to be categonzed as a “well-capitalized” Institution.

The Board and Management continue to expect net profits to rise through expense control and Increased earning asset ylelds. Forty-two percent of
FNEM's eaming assets, as of December 31, 2023, are set to reprice within 12 months, and sbdy-two and one-half percent of its earning assets are setto

reprice within three years through vanable Interest rates and scheduled princlpal maturitles,

The Company’s fourth quarter financlal results showed slowing margin compression and stable profitability with Improvements expected throughout
2024, As of December 31, 2023, the value of FNBM was Independently determined to be 541.00 per share, an Increase of $1.00 per share or 2.5% from
September 20, 2023,

We continue to appraclate your refermals, Investmant, and the commitment you continue to place in First National Bank of Michigan - your local

community bank. If you have any questions regarding the Bank or your Investment in First National Bancorp, Inc., please let us know.

Sincerely,

Gre g o ok

Daniel E. Bitzer Larry D. Lueth
President & CEQ Chairman of the Board Together, We are First.



Consolidated

Bala nCE‘ Sheet (Unaudited) (in '000's)

Assets 12312023  12{31/2022
Cash B due from banks $21 802 $21,723
Investments 5220990 $265,535
Loans
commerclal loans $680,002 $505,361
Resldential mortgage loans 523,574 522,564
consumer & other loans 5650 5TT4
Gross loans 5713316 $628,700
Allowances for credIt losses ($12,220) (512,603)
Met loans 57010965 $516,005
Flxed assets 56,250 56,310
Otherassats $30.339 420573
Total assats 5080486 $930,247
Liabilities &
Shareholders' Equity 12312023 12{31/2022
Demand deposits $353,103 $438,716
Savings deposits 5191080 5217,004
Time deposits $233,788 $130,485
Borrowings 5121 pO0 581,850
other labilitles $10,010 $8,485
Total liabilities 5009,780 $876,632
Capltal
Common stock $20,607 521,494
undivided profits §58,606 550,445
¥TD net Incomea 54210 57,335
unrealized gainilossj onsec.  ($12,718) (516,660
Total capital $70,706 562,615
Total labilitles &
shareholders equity 5080 486 $939,247

Consolidated

Income Statement wnaudisd) in ooors)

For the 12 months

For the 12 months

ended 12/31/2023  ended 12/31/2022
Interest Income
Loans §35,971 $25,589
Loan feas 51,303 £1051
Investments 53,824 £3,530
Fed funds & due from banks 51,133 S460
Total Interest Income 542,321 $31,531
Imerest expense
Deposits $14,085 52,430
Bomowings 54,580 51,368
Total Interest expanse $18,655 53,708
Provisions for credit losses 5660 52078
Net int. Income after prov. 523,008 $35,555
Hon-Interest Income
Faesand sarvices charges 5413 $319
Galns on morigages sold 512 517
Irvestment referral fees ST se8
Other fees and Income 5835 5790
Total non-Interest Income 51,427 51,225
Mor-intarest expense
Emiployee compensation $11,587 $11,251
Occupancy expense 51,532 51,554
Advertising expense 5461 SE42
Equipment expense $537 §524
outslde sarvices 51,205 51,284
Other general expense 54,177 52,944
Total non-Interest expenses 519,490 518,198
Net Income before taxes 54,934 58682
Federal Income taxas 5724 51,347
Met Income 54,210 57,335
Eamings per shara §2.13 53.65
Return on average assets 0.4 0.8%
Return on average equity 6.4 11.3%
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FNBM Branch Locations

Grand Rapids Holland
141 lonla Awve, MW, 1West ath 5t
Grand Raplds, Ml 48502 Holland, M| 49423

Kalamazoo Kalamazoo West

348 W. Michigan Ave. 5313 W. Main 5t.
Kalamazoo, Ml 48007 Kalamazoo, Ml 43008

Lansing
101 5. Washington Square 2700 W, Cantre Ave.,
Lansing, Ml am233 Portage, Ml 42024

fnbmichigan.bank
Local Commercial and Personal Banking

Kalamazoo | Portage | Grand Rapids | Lansing |

Holland | Traverse City (Loan Production Office)

Member
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