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Thispresentationcontainsforward-lookingstatementsmadepursuantto the safe-harbor provisionsof the PrivateSecuritiesLitigationReform
Act of 1995. Suchforward-lookingstatementscanoften, but not always,be identified by the useof wordslikeάōŜƭƛŜǾŜέΣάŎƻƴǘƛƴǳŜέΣάǇŀǘǘŜǊƴέΣ
άŜǎǘƛƳŀǘŜέΣάǇǊƻƧŜŎǘέΣάƛƴǘŜƴŘέΣάŀƴǘƛŎƛǇŀǘŜέΣάŜȄǇŜŎǘέand similarexpressionsor future or conditionalverbssuchasάǿƛƭƭέΣǿƻǳƭŘέΣάǎƘƻǳƭŘέΣ
άŎƻǳƭŘέΣάƳƛƎƘǘέΣάŎŀƴέΣάƳŀȅέΣor similarexpressions. Theseforward-lookingstatementsinclude,but are not limited to, statementsrelatingto
the expectedtiming and benefits of the proposedmerger (theάaŜǊƎŜǊέύbetween First MerchantsCorporationόάCƛǊǎǘaŜǊŎƘŀƴǘǎέύand The
Arlington Bank,includingfuture financialand operatingresults,cost savings,enhancedrevenues,and accretion/dilution to reported earnings
that may be realizedfrom the Merger, as well as other statementsof expectationsregardingthe Merger, and other statementsof First
aŜǊŎƘŀƴǘǎΩgoals,intentions and expectations; statementsregardingthe FirstaŜǊŎƘŀƴǘǎΩbusinessplan and growth strategies; statements
regardingthe assetquality of FirstaŜǊŎƘŀƴǘǎΩloan and investmentportfolios; and estimatesof FirstaŜǊŎƘŀƴǘǎΩrisksand future costsand
benefits,whether with respectto the Mergeror otherwise. Theseforward-lookingstatementsare subjectto significantrisks,assumptionsand
uncertaintiesthat maycauseresultsto differ materiallyfrom thoseset forth in forward-lookingstatements,including,amongother things: the
risk that the businessesof FirstMerchantsandTheArlingtonBankwill not be integratedsuccessfullyor suchintegrationmaybe more difficult,
time-consumingor costly than expected; expectedrevenuesynergiesand cost savingsfrom the Merger may not be fully realizedor realized
within the expectedtime frame; revenuesfollowing the Merger may be lower than expected; customer and employeerelationshipsand
businessoperationsmaybe disruptedby the Merger; the ability to obtain requiredgovernmentalandshareholderapprovals,andthe ability to
complete the Merger on the expectedtimeframe; possiblechangesin economicand businessconditions; the existenceor exacerbationof
general geopolitical instability and uncertainty; the ability of First Merchants to integrate recent acquisitionsand attract new customers;
possiblechangesin monetary and fiscal policies,and laws and regulations; the effects of easingrestrictionson participantsin the financial
servicesindustry; the cost and other effectsof legaland administrativecases; possiblechangesin the credit worthinessof customersand the
possibleimpairmentof collectabilityof loans; fluctuationsin marketratesof interest; competitivefactorsin the bankingindustry; changesin the
banking legislation or regulatory requirements of federal and state agenciesapplicable to bank holding companiesand banks like First
aŜǊŎƘŀƴǘǎΩaffiliate bank; continuedavailabilityof earningsand excesscapital sufficient for the lawful and prudent declarationof dividends;
changesin market,economic,operational,liquidity, credit and interest rate risksassociatedwith the FirstaŜǊŎƘŀƴǘǎΩbusiness; andother risks
andfactorsidentified in eachof FirstaŜǊŎƘŀƴǘǎΩfilingswith the SecuritiesandExchangeCommission. NeitherFirstMerchantsnor TheArlington
Bankundertakeany obligation to update any forward-looking statement, whether written or oral, relating to the matters discussedin this
presentationor pressrelease. In addition,FirstaŜǊŎƘŀƴǘǎΩandTheArlington.ŀƴƪΩǎpastresultsof operationsdo not necessarilyindicateeither
of their anticipatedfuture results,whether the Mergeriseffectuatedor not.

®Forward-Looking Statements
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®Forward-Looking Statements
ADDITIONAL INFORMATION

Communicationsin this pressreleasedo not constitute an offer to sell or the solicitationof an offer to buy anysecuritiesor a solicitationof
anyproxyvote or approval. Theproposedmergerwill be submittedto TheArlingtonBankshareholdersfor their consideration. In connection
with the proposedmerger,it isexpectedthat TheArlingtonBankwill provideits shareholderswith a ProxyStatement,aswell asother relevant
documentsconcerningthe proposedtransaction. SHAREHOLDERSAREURGEDTOREADTHEPROXYSTATEMENTREGARDINGTHEMERGER
WHENIT BECOMESAVAILABLE,ASWELLASANYOTHERRELEVANTDOCUMENTSCONCERNINGTHEPROPOSEDTRANSACTION,TOGETHER
WITHALLAMENDMENTSORSUPPPLEMENTSTOTHOSEDOCUMENTS,ASTHEYWILLCONTAINIMPORTANTINFORMATION.

The Arlington Bank and its directors and executive officers may be deemed to be participants in the solicitation of proxies from the
shareholdersof The Arlington Bank in connection with the proposed Merger. Additional information regarding the interests of those
participantsandother personswho maybe deemedparticipantsin the transactionmaybe obtainedby readingthe ProxyStatementregarding
the proposedmergerwhenit becomesavailable.

NON-GAAP FINANCIAL MEASURES

Theseslidescontainnon-GAAPfinancialmeasures. Forpurposesof RegulationG,a non-GAAPfinancialmeasureis a numericalmeasureof the
ǊŜƎƛǎǘǊŀƴǘΩǎhistoricalor future financialperformance,financialpositionor cashflows that excludesamounts,or is subjectto adjustmentsthat
havethe effect of excludingamounts,that are includedin the mostdirectlycomparablemeasurecalculatedandpresentedin accordancewith
GAAPin the statementof income,balancesheetor statementof cashflows (or equivalentstatements)of the issuer; or includesamounts,or is
subjectto adjustmentsthat havethe effect of includingamounts,that are excludedfrom the most directlycomparablemeasuresocalculated
andpresented. In this regard,GAAPrefers to generallyacceptedaccountingprinciplesin the UnitedStates. Pursuantto the requirementsof
RegulationG,FirstMerchantsCorporationhasprovidedreconciliationswithin the slides,asnecessary,of the non-GAAPfinancialmeasureto
the mostdirectlycomparableGAAPfinancialmeasure.
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First Merchants 2016 Performance

ü Full-Year Highlights

ÅRecord Net Income of $81.1 Million, a 24% Increase over 2015

Å9ŀǊƴƛƴƎǎ tŜǊ {ƘŀǊŜ ƻŦ ϷмΦфуΣ ŀ мрΦм҈ LƴŎǊŜŀǎŜ ƻǾŜǊ нлмрΤ IƛƎƘŜǎǘ ƛƴ /ƻƳǇŀƴȅΩǎ IƛǎǘƻǊȅ

Å Total Assets of $7.2 Billion; Grew by 6.7% over 2015

Å$446 Million of Organic Loan Growth for the Year Reflects a 9.5% Growth Rate

ü 4th Quarter Highlights

ÅNet Interest Margin Stays Strong at 3.90% 

Å1.26% Return on Average Assets

ÅEfficiency Ratio of 52.18%

®

άwŜŎƻǊŘ [ŜǾŜƭ wŜǎǳƭǘǎέ



Mark K. Hardwick

Executive Vice President 

Chief Financial Officer 

and Chief Operating Officer

®
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Total Assets

($ in Millions)
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2014 2015 2016

1. Investments $1,181   $1,277 $1,305

2. Loans Held for Sale 7 10 3

3. Loans 3,925 4,694 5,140

4. Allowance (64) (62) (66)

5. CD&I & Goodwill 219 260 259

6. BOLI 169 201 202

7. Other 387 381 369

8. Total Assets $5,824 $6,761 $7,212

9. Annualized Asset Growth 7.1% 16.1% 6.7%
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Investment Portfolio
(as of 12/31/2016)

ü $1.3 Billion Portfolio

üModified duration of 4.9 years

ü Tax equivalent yield of 3.78%

üNet unrealized gain of $9.1 Million 

88



2014 2015 2016

1. Customer Non-Maturity Deposits $3,523 $4,096 $4,428

2. Customer Time Deposits 784 880 747

3. Brokered Deposits 334 314 381

4. Borrowings 290 446 572

5. Other Liabilities 44 51 60

6. Hybrid Capital 122 123 122

7. Common Equity 727 851 902

8. Total Liabilities and Capital $5,824 $6,761 $7,212

Total Liabilities and Capital

($ in Millions)
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Deposit Detail 
(as of 12/31/2016)

QTD Cost =  .37%

YTD Cost = .38%

Total = $5.6 Billion
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Demand Deposits 
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28%
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Total Risk-Based Capital Ratio  (Target = 13.50%)                   
Common Equity Tier 1 Capital Ratio  (Target = 10.00%)
Tangible Common Equity Ratio  (TCE) (Target = 8.50%) 11

Capital Ratios

(Target)

(Target)

(Target)

®
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3.85%

3.75%

3.83%
3.86%

3.94%
3.90%

3.69%
3.61%

3.65%
3.71%

3.62% 3.66% 3.65%
3.70%

3.72%

2.80%

3.00%

3.20%

3.40%

3.60%

3.80%

4.00%

4.20%

$36

$40

$44

$48

$52

$56

$60

$64

Q4 - '14 Q1 - '15 Q2 - '15 Q3 - '15 Q4 - '15 Q1 - '16 Q2 - '16 Q3 - '16 Q4 - '16

Net Interest Income - FTE ($millions) Net Interest Margin Net Interest Margin - Adjusted for Fair Value Accretion
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Net Interest Margin
®

($ in Millions)

Q4 - '14 Q1 - '15 Q2 - '15 Q3 - '15 Q4 - '15 Q1 - '16 Q2 - '16 Q3 - '16 Q4 - '16

Net Interest Income - FTE ($millions) $      49.2 $      49.2 $      51.7 $      53.3 $      53.2 $      57.6 $      59.2 $      61.1 $      62.1 

Fair Value Accretion $        1.4 $        2.2 $        2.2 $        2.0 $        1.9 $        2.5 $        3.2 $        3.8 $        2.9 

Tax Equivalent Yield on Earning Assets 4.26% 4.24% 4.26% 4.30% 4.20% 4.28% 4.30% 4.37% 4.32%

Cost of Supporting Liabilities 0.46% 0.46% 0.45% 0.45% 0.45% 0.45% 0.44% 0.43% 0.42%

Net Interest Margin 3.80% 3.78% 3.81% 3.85% 3.75% 3.83% 3.86% 3.94% 3.90%



2014 2015 2016

1. Service Charges on Deposit Accounts $15.7 $16.2 $17.8

2. Wealth Management Fees 11.7 11.3 12.6

3. Insurance Commission Income 7.4 4.1

4. Card Payment Fees 11.8 13.4 15.0

5. Cash Surrender Value of Life Ins 3.7 2.9 4.3

6. Gains on Sales Mortgage Loans 4.9 6.5 7.1

7. Securities Gains/Losses 3.6 2.7 3.4

8. Gain on Sale of Insurance Subsidiary 8.3

9. Gain on Cancellation of Trust Preferred Debt 1.3

10. Other 3.0 3.1 5.0

11. Total $61.8 $69.8 $65.2

($ in Millions)

13

Non-Interest Income
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Non-Interest Expense

2014 2015 2016

1. Salary & Benefits $  96.5  $101.9 $102.6

2. Premises & Equipment 23.2 25.5 29.5

3. Core Deposit Intangible Amortization 2.4 2.8 3.9

4. Professional & Other Outside Services 8.1 9.9 6.5

5. OREO/Credit-Related Expense 3.4 3.9 2.9

6. FDIC Expense 3.7 3.7 3.0

7. Outside Data Processing 7.3 7.1 9.2

8. Marketing 3.5 3.5 3.0

9. Other 15.8 16.5 16.7

10. Non-Interest Expense $163.9 $174.8 $177.3

($ in Millions)

THE STRENGTH OF BIG. THE SERVICE OF SMALL.www.firstmerchants.com
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2014 2015 2016

1. Net Interest Income $ 187.0 $ 196.4 $ 226.5

2. Provision for Loan Losses (2.6) (0.4) (5.7)

3. Net Interest Income after Provision 184.4 196.0 220.8

4. Non-Interest Income 61.8 69.8 65.2

5. Non-Interest Expense (163.9) (174.8) (177.3)

6. Income before Income Taxes 82.3 91.0 108.7

7. Income Tax Expense (22.1) (25.6) (27.6)

8. Net Income Avail. for Distribution $   60.2 $   65.4 $   81.1

9. EPS $   1.65 $   1.72 $   1.98

10. Efficiency Ratio 62.44% 61.19% 56.51%

Earnings

($ in Millions)

THE STRENGTH OF BIG. THE SERVICE OF SMALL.www.firstmerchants.com
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Q1-Ωмс Q2-Ωмс Q3-Ωмс Q4-Ωмс

1. Net Interest Income $   54.5 $  56.0 $ 57.7 $ 58.3

2. Provision for Loan Losses (0.6) (0.8) (1.9) (2.4)

3. Net Interest Income after Provision 53.9 55.2 55.8 55.9

4. Non-Interest Income 15.8 16.4 16.9 16.1

5. Non-Interest Expense (46.4) (44.9) (44.1) (41.9)

6. Income before Income Taxes 23.3 26.7 28.6 30.1

7. Income Tax Expense (5.6) (6.7) (7.5) (7.8)

8. Net Income Avail. for Distribution $   17.7 $   20.0 $  21.1 $   22.3

9. EPS $   0.43 $   0.49 $  0.51 $  0.55

10. Efficiency Ratio 61.78% 57.33% 55.12% 52.18%

Quarterly Earnings

($ in Millions)

THE STRENGTH OF BIG. THE SERVICE OF SMALL.www.firstmerchants.com

®
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Per Share Results
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2015 Q1 Q2 Q3 Q4 Total

1. Earnings Per Share $    .43 $    .47 $    .45  $     .37  $   1.72  

2. Dividends $    .08 $    .11 $    .11 $     .11 $     .41

3. Tangible Book Value    $13.96 $14.15 $14.59 $ 14.68 

2016 Q1 Q2 Q3 Q4 Total

1. Earnings Per Share $    .43 $    .49  $    .51  $     .55 $   1.98

2. Dividends $    .11 $    .14 $    .14 $     .15 $     .54

2. Tangible Book Value $15.02 $15.53  $15.86 $15.85  



$9.21 $9.64

$10.95
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$13.65
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$15.85

THE STRENGTH OF BIG. THE SERVICE OF SMALL.
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John J. Martin

Executive Vice President

and Chief Credit Officer

®
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Loan Portfolio Trends
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($ in Millions)   

2014 2015 Q3-'16 2016    $     %     $     %  186.1    186.1    

1. Commercial & Industrial 897$     1,057$  1,147$  1,195$  48$        4.2% 138$     13.1%

2. Construction, Land and

Land Development 207 367 368 419 51 13.9% 52          14.2%

3. CRE Non-Owner Occupied 976 1,090 1,264 1,272 8 0.6% 182        16.7%

4. CRE Owner Occupied 535 554 524 531 7 1.3% (23)         (4.2%)

5. Agricultural Production 105 98 93 80 (13) (14.0%) (18)         (18.4%)

6. Agricultural Land 162 158 153 149 (4) (2.6%) (9)           (5.7%)

7. Residential Mortgage 647 786 740 739 (1) (0.1%) (47)         (6.0%)

8. Home Equity 287 349 399 419 20 5.0% 70          20.1%
  

9. Public Finance/Other 

Commercial 36 160 209 258 49 23.4% 98          61.3%

10. Other Consumer 73 75 77 78 1 1.3% 3 4.0%

11. Total Loans 3,925$  4,694$  4,974$  5,140$  166$     3.3% 446$     9.5%

12. Construction Concentration
1

49.6% 47.3% 52.3%

13. Investment RE Concentration
1

197.0% 209.9% 211.2%

1As a % of Risk Based Capital

Change From Change From

Q3-'16 2015
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Asset Quality Summary
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($ in Millions)  

2014 2015 Q3-'16 2016    $     %     $     %  

 1. Non-Accrual Loans 48.8$    31.4$    34.1$    30.0$    (4.1)$     (12.0%) (1.4)$     (4.5%)

2. Other Real Estate 19.3       17.3       10.2       9.0         (1.2) (11.8%) (8.3) (48.0%)

3. Renegotiated Loans 2.0         1.9         4.0         4.7         0.7 17.5% 2.8 147.4%

4. 90+ Days Delinquent Loans 4.6         0.9         1.6         0.1         (1.5) (93.8%) (0.8) (88.9%)

5. Total NPAs & 90+ Days 

Delinquent
74.7$    51.5$    49.9$    43.8$    (6.1)$     (12.2%) (7.7)$     (15.0%)

6. Total NPAs & 90+ Days/Loans & 

ORE 1.9% 1.1% 1.0% 0.9%

7. Classified Assets 191.8$  171.8$  173.4$  174.1$  0.7$       0.4% 2.3$       1.3%

8. Criticized Assets (includes 

Classified) 253.6$  275.0$  305.8$  292.6$  (13.2)$   (4.3%) 17.6$    6.4%

Change From Change From

Q3-'16 2015
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Non-Performing Asset Reconciliation
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($ in Millions)  

2014 2015 2016

1. Beginning Balance NPAs & 90+ Days Delinquent 83.0$    74.7$    51.5$    

   Non-Accrual

2.    Add: New Non-Accruals 46.8 20.0 24.6

3.    Less:  To Accrual/Payoff/Renegotiated (32.4) (24.1) (17.0)

4.    Less: To OREO (4.6) (5.0) (1.6)

5.    Less:  Charge-offs (17.4) (8.3) (7.4)

6. Increase / (Decrease):  Non-Accrual Loans (7.6) (17.4) (1.4)

   Other Real Estate Owned (ORE)

7.    Add:  New ORE Properties 11.3 10.7 1.6

8.    Less: ORE Sold (10.2) (10.3) (8.2)

  9.    Less: ORE Losses (write-downs) (4.0) (2.4) (1.7)

10. Increase / (Decrease): ORE (2.9) (2.0) (8.3)

11. Increase / (Decrease): 90+ Days Delinquent 3.3 (3.7) (0.8)

12. Increase / (Decrease): Renegotiated Loans (1.1) (0.1) 2.8

13. Total NPAs & 90+ Days Delinquent Change (8.3) (23.2) (7.7)

14. Ending Balance NPAs & 90+ Days Delinquent 74.7$    51.5$    43.8$    
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ALLL and Fair Value Summary 
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($ in Millions) Q4-'15 Q1-'16 Q2-'16 Q3-'16 Q4-'16

1. Allowance for Loan Losses (ALLL) 62.5$    62.1$    62.2$    63.5$    66.0$    

2. Fair Value Adjustment (FVA) 47.0 47.1 42.3 37.9 34.9

3. Total ALLL plus FVA 109.5$  109.2$  104.5$  101.4$  100.9$  

4. Specific Reserves 1.8$       1.4$       2.1$       1.6$       0.9$       

5. Purchased Loans plus FVA 965.4    917.6    863.4    771.6    700.4    

6. ALLL/Non-Accrual Loans 199.0% 169.1% 185.3% 186.1% 220.1%

7. ALLL/Non-purchased Loans 1.65% 1.62% 1.56% 1.50% 1.47%

8. ALLL/Loans 1.33% 1.32% 1.29% 1.28% 1.28%

9. ALLL & FVA/Total Loan Balances plus FVA1 2.31% 2.29% 2.15% 2.02% 1.95%

       1  Management uses this Non-GAAP measure to  demonstrate coverage and credit risk
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Asset Quality & Portfolio Summary
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ü Strong quarterly and YOY loan growth led by C&I, Public Finance, CRE and 
Home Equity.

ü Construction and CRE portfolios are 52% and 211% of risk-based capital, 
respectively; well beneath regulatory guidelines.

ü Total NPAs & 90 days decreased $39.2 million over the last three years 
dropping to .9% of loans and ORE.

ü Provision expense of $5.7 million exceeded net charge-offs of $2.1 million in 
order to support loan growth.  

ü ALLL to non-purchased loans of 1.47%.  With fair value adjustments 
included, the ratio increases to 1.95% on loans.



Michael C. Rechin

President and Chief Executive Officer

®
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FMC Strategy and Tactics Overview
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Looking Forward . . .

®

ü Continue to Win in our Markets ςGeographic Community-Based Banking Model

ü Increase Focus on Treasury Management Services for Deposit and Fee Generation

ü Exploit Back-Office Infrastructure for Efficiency and Operating Leverage

ü Build Out Specialty Finance Businesses and Lending Verticals

ü Persistent Focus on Banking Center Optimization in Alignment with Digital 
Channels Migration

ü Mergers and Acquisitions Continuous Opportunity
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The ArlingtonBank Summary
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ü Definitive Agreement Signed January 25, 2017

ü Headquartered in Columbus, Ohio

ü Founded in 1998

ü Balance Sheet as of September 30, 2016

Å $305 Million in Assets

Å $244 Million in Loans

Å $260 Million in Deposits

ü Income Statement for Nine Months Ending 

September 30, 2016

Å Net Income of $3.1 Million

Å Net Interest Margin of 3.80%

üExcellent Credit Quality and Highly Profitable

Å NPAs / Assets of 0.67%

Å 1.35% ROAA LTM and 11.93% ROAE LTM


