To Our Shareholders

FINANCIAL HIGHLIGHTS

Eastern Michigan Financial Corporation’s (EMFC) earnings
through the first three quarters of 2020 were $3,054,000 or
$2.51 per share, versus $3,170,000 for the same period last
year or $2.64 per share. Return on Average Equity (ROE) during
this time decreased to 10.10% as compared to 11.77% in 2019.
Return on Average Assets (ROA) decreased to 0.97% versus
1.14% through the first three quarters.

Our Capital to Assets ratio as of September 30, 2020, was
8.77% compared to 9.54% as of June 30, 2019. This decrease
in this ratio was primarily driven by an increase in assets related
to the Small Business Administration (SBA) Paycheck Protection
Program discussed in more detail below. As these loans are
paid off by the SBA, this ratio will improve.

Book value per share ended the quarter at $34.48 an
improvement of $2.75 over the same period last year.
Market value per share was $26.50 as of the last known
trade on September 30, 2020.

Total assets were $481,542,000 compared to $400,172,000

for the first three quarters in 2019, an increase of 20.3%. Loans
increased by 30.1% over the first three quarters of 2020, ending
at $239,244,000. Deposits were $437,600,000 at quarter’s end,
a 21.3% increase over the same period last year. The primary
driver of these increases continues to be the SBA Paycheck
Protection Program, and consumer deposits from stimulus
checks and other government benefits.

SHAREHOLDER DIVIDEND

The Board of Directors declared a third-quarter 2020 dividend
of $0.25 per share. Year to date we have paid $0.75 per share.

MANAGEMENT COMMENTS

While challenges remain in our local and national economy,
EMFC's performance for the first three quarters of 2020 have
been strong, primarily driven by the following factors:

e As reported last quarter, we were successful for both the
Bank and our local businesses to be very active with the
SBA Paycheck Protection Program. We are now focused on
working with the borrowers through the forgiveness process
with the SBA. With the changes to the Paycheck Protection
Program, we have not seen a significant number of
borrowers requesting forgiveness in this quarter and
expect most forgiveness applications to come in the
fourth quarter of 2020 and the first half of 2021. As a
result, we expect nearly all of the PPP loans to remain
on our books through the end of the year.

Our mortgage origination activity continues to not only
improve but accelerate in this quarter. For the first three
quarters of 2020, our mortgage income was $512,000
compared to $68,000 for the same period last year. Our
pipeline going into the fourth quarter remains strong. We
were fortunate that the lending team completed the
installation of a turn key, online application portal at the

COMPARATIVE

September 30, 2020

beginning of this quarter which significantly improved the
ability to process our mortgage applications.

* While our credit quality remains strong, our Allowance for Loan
and Lease Losses (ALLL) has grown. With the uncertainty in the
economy due to Covid-19, our methodology permits additional
allowance. As a percentage of total loans (including fully insured
PPP loans), our ALLL stands at 0.74% of loans. As a percentage
of loans (excluding PPP loans), our ALLL stands at 1.0%,
compared to 0.83% at the same time in 2019.

* On August 31, 2020, we purchased the historic Parfet Building
on the south side of Port Huron from Acheson Ventures, LLC.
Currently, the building has two tenants and we will occupy a
portion of the building. Our offices in the building will
consolidate all of our lending teams in St. Clair County to help
us grow our loan production within the market. While we will
remain a Sanilac County-based bank, and continue to expand
our customer base in Sanilac County, given our market share,
we believe a significant growth opportunity exists in Port Huron
and St. Clair County.

We are focused on a strong finish for 2020 and are working on
strategies for 2021 and 2022, given the current interest rate
environment. As the Federal Reserve has indicated, it expects
short term rates to remain low for the next several years, and if
the yield curve remains flat, our interest margin will continue to
be under pressure.

Thank you for your support of Eastern Michigan Financial
Corporation and Eastern Michigan Bank. We respect your
investment in us and all of the employees will continue to
work hard to service our customers.
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CONSOLIDATED BALANCE SHEETS (unaudited)

September 30,
ASSETS 2020 2019 STOCK INFORMATION
Cash and due from banks..........coooce..eeeerereveeeeer.. $ 85349 § 55607 Transfer Agent and Registrar: Stock Listing:
SECUMILIES.........eooeeeeeeeeerereesrsseese, 85,285 101,934 Computershare Shareholder Services Symbol: EFIN
; P.O. Box 30170 Over-The-Counter
Federal funds sold & other deposits... 51,805 40,653 . .
College Station, Texas 77842-3170 Bulletin Board
LO@NS....oiiiiiiiiiicc e 239,244 183,966 800.368.5948
Allowance for 10an 10SS...........cccoeevieviiiiineeeeeeenann. (1,759) (1,523) R
Other assets.......cuveeeiieeiiiiicieeeee e 21,618 19,535 Investor Relations Contact:
TOTAL ASSETS.....cooieeerereerieee s e e e eenene e $ 481,542 $ 400,172 Errin M. Levitt, Chief Financial Officer
Eastern Michigan Financial Corporation
LIABILITIES 810.398.5135
Deposits
Non-interest bearing..........cccoooeoviieiiiiiniieiee e $ 114,044 $ 83,165 Corporate Headquarters:
Interest bearing...........oooociiiiiiee e 323,556 277,516 Eastern Michigan Financial Corporation
Total deposits.. 437,600 360,681 65 N. Howard Avenue
Other liabilities..... 1,732 1,331 Croswell, Michigan 48422-0139
TOTAL LIABILITIES.....ooveererrserreccsveresnnennees $ 439,332 $ 362,012 800.397.2504
- . S 2020 2019
SHAREHOLDER_S EQUITY ) Number of shares, issued and outstanding 1,224,035 1,202,754
Common stock (issued 1,222,080 shares in 2020 Number of shareholders of record 291 288
and 1,203,543 shares in 2019).......c..ccceuvveviennnes $ 6,091 $ 6,013 Cash dividends declared, year-to-date $ 075 $ 0.59
SUIPIUS. ..o e 2,472 2,259 Book value, end-of-period 34.48 31.73
Retained earnings..........cccccevvviieiiiie e 32,583 29,954 Market value, last trade known 26.50 26.75
Accumulated other comprehensive income (loss).. 1,064 (66)
TOTAL SHAREHOLDERS' EQUITY................. $ 42,210 $ 38,160
TOTAL LIABILITIES &
SHAREHOLDERS' EQUITY...........cccceueunnne. $ 481,542 $ 400,172 BOARD OF DIRECTORS
Earl E. DesJardins, Chairman
FINANCIAL RATIOS Retired Civil Engineer
Return on Average Equity (annualized)................ 10.10% 11.77% BMJ Engineers & Surveyors, Inc., Port Huron
Return on Average Assets (annualized).... 0.97% 1.14% Timothy M. Ward, Vice Chairman
Capital to Assets..........ccoeeeivveeiinnns 8.77% 9.54% Retired Chief Executive Officer
Allowance for Loan Loss / Loans......................... 0.74% 0.83% Eastern Michigan Bank, Croswell
Bradley D. A , Direct
(Dollars in thousands except per share data) Prr:side(;ﬂ psey, birector

Apsey Funeral Home, Inc., Deckerville

Karen S. Flanagan, Director

CONSOLIDATED STATEMENTS OF INCOME (unaudited) Farmer
Nine Months Ended Sandusky : e
September 30, Michael D. Wendling, Director
2019 Donna M. Niester, Director Prosecuting Attorney
INTEREST INCOME 2020 President and Chief Executive Officer St. Clair County
Interest & fees on loans...........ccccoeeeeeeeieecieeeeennn. $ 7,034 $ 6,692 Acheson Ventures, LLC, Port Huron .
Interest on federal funds sold & other deposits 560 1,167 The Board of Directors of
X Y " POSILS.... ’ William G. Oldford, Jr., Director Eastern Michigan Financial
Interest on investment securities 1,557 1,806 President and Chief Executive Officer Corporation is pleased to
TOTAL INTEREST INCOME.... 9,151 9,665 Eastern Michigan Bank, Croswell welcome Michael Wendling
as a Director of Eastern
Kathlene M. Partaka, Director Michigan Financial
INTEREST EXPENSE........ccccuiitiiiiieeieeieeeeaanns 362 661 Retired Executive Vice President, Operations Corporation and Eastern
Eastern Michigan Bank, Croswell Michigan Bank. Mr. Wendling
has served as the St. Clair
NET INTEREST INCOME..........cccouviuiiniennens 8,789 9,004 Patricia W. Ryan, Director County Prosecuting Attorney
Retired Partner for the last fifteen years.
Frohm, Kelley, Butler & Ryan, P.C., Port Huron He is both distinguished
PROVISION FOR LOAN LOSSES...........cccuuaeeenn. 183 102 within his field and active in
Michael D. Wendling, Director the local community. Read
NET INTEREST INCOME AFTER Prosecuting Attorney more about him at
PROVISION FOR LOAN LOSSES................ 8,606 8,902 St. Clair County smb bani/about/bank-news.
John C. Williams, Director
OTHER INCOME........ccctuiiiiinieneeeeeees e eea 1,947 1,297 Retired Superintendent
OTHER OPERATING EXPENSES....................... 6,805 6,359 Croswell Electrical and Water Departments, Croswell
CORPORATE OFFICERS
INCOME BEFORE INCOME TAXES............... 3,748 3,840
William G. Oldford, Jr., President and Chief Executive Officer
INCOME TAXEXPENSE..........cocoiiiiiiiiiiiieieenns 694 670 Stacie L. Bales, Senior Vice President, Chief Operating Officer

NET INCOME $ 3,054 $ 3,170 Chad W. Deaner, Senior Vice President, Chief Lending Officer

Errin M. Levitt, Senior Vice President, Chief Financial Officer

EARNINGS PER COMMON SHARE $ 2.51 $ 2.64

(Dollars in thousands except per share data)




