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Washington Federal Reports Steady First Quarter Results 
Amid Mortgage Market Turmoil 

 
 

SEATTLE – Washington Federal, Inc. (Nasdaq: WFSL), parent company of Washington 

Federal Savings, today announced earnings of $33,048,000 or $.38 per diluted share for the 

quarter ended December 31, 2007, compared to $33,384,000 or $.38 per diluted share for the 

same period one year ago.  Total assets increased by $291 million or 3% to $10,576,641,000 

from $10,285,417,000 at September 30, 2007. 

 

 Washington Federal’s net loans outstanding increased to $8,355,814,000 as of December 

31, 2007, a 15.3% increase from one year ago.  Total customer deposits were $6,065,931,000 a 

13.2% increase from one year ago.  Non-performing assets amounted to 0.38% of total assets at 

quarter-end. While this is a significant increase from the 0.08% one year ago, it is consistent 

with the Company’s ten year average non-performing assets ratio of 0.35% and lower than its 20 

year average of 0.49%.   

 

The Company’s total number of delinquent loans amounted to 0.82% of total loans, 

compared to the mortgage industry average of 5.59%. i  The Company’s efficiency ratio of 

24.71% for the quarter remains among the lowest in the industry.  The quarter produced a return 

on assets of 1.26%, while return on equity amounted to 9.95%.  These ratios represent historical 

lows for the Company and are reflective of the effects of the rise in short term rates over the last 

few years, followed by the inversion of the yield curve, and higher non-performing assets.   
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Earnings this quarter include accrued interest reversals of $1,119,000 related to non-

performing loans, an increase in the loan loss provision to $1,000,000 and a gain on the sale of 

real estate in the amount of $1,246,000. 

 

Chairman, President and Chief Executive Officer Roy M. Whitehead commented, “The 

Company’s mortgage portfolio, which consists primarily of prime 30-year fixed rate loans, 

continues to perform well. With the tightening of credit standards by major lenders, fewer 

qualified buyers are affecting inventory turns of homebuilders, and we have seen an increase in 

homes that are finished at least 90 days and remain unsold. This ordinarily leads to an increase in 

foreclosures down the road. It’s also interesting to note that declining short-term interest rates 

are not producing the normal expected increase in net interest margin. This unusual condition 

appears to be due to heightened competition for deposits from weakened competitors. We are 

optimistic that with the passage of more time we will ultimately receive the usual lift from lower 

rates.  Overall, the quarter was a respectable beginning to what is shaping up to be a difficult 

year for the industry as a whole.” 

 

On January 11, 2008, Washington Federal will pay a cash dividend of $.21 per share to 

common stockholders of record on December 28, 2007.  This will be the Company’s 100th 

consecutive quarterly cash dividend.   

 

On July 2, 2007, the Company announced the signing of a definitive merger agreement to 

acquire First Mutual Bancshares (“First Mutual”), the parent company of First Mutual Bank.  

The merger agreement provides for the merger of First Mutual with and into the Company, 

followed by the merger of First Mutual Bank into the Company’s wholly owned subsidiary, 

Washington Federal Savings, in a stock and cash transaction valued at approximately $189.8 

million.  Pursuant to the terms of the merger agreement, if the average share price of Washington 

Federal’s common stock is below $22.75 during a specified pricing period (expected to be 

January 10, 2008 through January 24, 2008), Washington Federal has the option to pay all cash 

for the shares of First Mutual common stock, regardless of the election of stock or cash by 

shareholders of First Mutual. 
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First Mutual, headquartered in Bellevue, Washington with 12 branches in the greater 

Seattle / Bellevue area, had total assets of $1.02 billion, total deposits of $750.7 million and total 

stockholders’ equity of $75.3 million as of September 30, 2007.  On October 11, 2007 First 

Mutual’s shareholders voted to approve the transaction.  On January 2, 2008, Washington 

Federal received regulatory approval of the transaction from the Office of Thrift Supervision.  

The transaction is expected to close on Friday, February 1, 2008.   

 

The Company’s Annual Meeting of Stockholders will be held at 2:00 p.m. on January 22, 

2008, at Benaroya Hall, 3rd Avenue & Union Street, in Seattle, Washington. 

 

Washington Federal Savings, with headquarters in Seattle, Washington, has 135 offices 

in eight western states. 

# # # 

                                                           
i   Source:  Bloomberg.  Includes all mortgages greater than 30 days delinquent as of 9/30/07 


