FS Bancorp Reports September 30, 2020 Financial Results

The Farmers State Bank team has made it a goal to be a source of strength in our community. There
continues to be a lot of uncertainty around the current and future economic impact of the COVID-19
pandemic, but we entered this economic environment with strong core earnings and a strong balance
sheet, and we are extremely pleased with our third quarter results. Our team has never worked harder to
produce the strong results that we experienced during the third quarter.

During the third quarter of 2020, net income for the Company was $4,058,000 compared to $3,449,000
for the third quarter of 2019. We are pleased to report solid earnings for the quarter despite the increased
operating expenses from measures we took to keep our employees and customers safe. Additionally, FSB
and other financial institutions have been impacted by net interest margin compression from loans and
investments repricing at lower rates due to the decline in rates that occurred in the first quarter of 2020
and the continued low rate environment.

We remain focused on maintaining a very strong balance sheet. Our capital increased by 14% during the
past twelve months. Deposits grew 23% over the last twelve months. Deposits increased from economic
impact payments, funds from Paycheck Protection Plan (PPP) loans, increases in municipal deposits, and
increased deposits from new and existing customers. Many financial institutions have experienced a surge
in liquidity throughout the year, but it is uncertain how long that trend will continue.

Loans grew 16% over the last twelve months. We are very pleased that we were able to help support over
4,600 jobs by funding approximately $34 million in PPP loans to over 400 organizations. Excluding $50
million in mortgage warehouse loan participations with another Indiana community bank and PPP loans,
loans grew 2% over the last twelve months. Loan interest income for the quarter included $165,000 of fee
income on PPP loans and $433,000 of interest income on mortgage warehouse loan participations. Loan
interest income for the nine month period ending September 30, 2020 included $415,000 and $753,000
of PPP fee income and mortgage warehouse interest income, respectively. It is unclear how long the
mortgage warehouse revenue opportunity will continue.

While we modified approximately 3% of total loans for borrowers impacted by the Pandemic during the
second quarter, and another 0.5% of loans during the third quarter, our asset quality indicators remain very
good. Most modifications involved deferring principal and/or interest payments for a short period of time
and extending the maturity date of the loan. We are pleased 99.5% of the modified loans returned to their
normal payment status at the end of the modified term. Through the third quarter of 2020, we had net
recoveries of $78,000 on previously charged-off loans.

Going forward the Pandemic can impact our earnings in several ways. We expect that we may experience
an increase in loan losses if the economy continues to be negatively affected for an extended period;
however, it is very difficult to predict the impact on our borrowers at this point in time. The decline in
interest rates will likely negatively affect future net interest income as this decline in rates is expected
to continue for several more quarters. While we are excited to produce record quarterly earnings in this
challenging environment, we know that we will have to be very focused to continue to produce solid
results going forward.

Thank you for your continued investment in FS Bancorp and your support of our Farmers State Bank Team.
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CONSOLIDATED BALANCE SHEETS CONSOLIDATED STATEMENTS OF INCOME

September 30, 2020 and 2019 (Unaudited) For the Three and Nine Months Ended September 30, 2020 and 2019 (Unaudited)
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