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First Financial Service Cor poration
Announces Quarterly Results

Elizabethtown, Kentucky, October 24, 2008 — First Financiali&eiCorporation (the Company, Nasdaq: FFKY)
today announced diluted net income per share of $0.21 for teelgeaded September 30, 2008, compared to
$0.45 for the quarter ended September 30, 2007. Diluted neténper share for the nine months ended September
30, 2008, was $1.06, compared to $1.46 for the nine months engtethBer 30, 2007. The third quarter and year-
to-date earnings decline was primarily driven by a higivevision for loan loss specifically reserved agamst
previously classified commercial real estate relatigns

“The financial services industry is facing challengingetinas the nation forges through this period of economic
uncertainty,” stated Chief Executive Officer, B. Keitthdson. “The Company has not remained immune to this
unstable environment. We have substantially increasedllowance for loan losses during the quarter arising from
deterioration of the fair value of a commercial reatate development loan. This relationship was previously
classified during the first quarter of 2008. Although a higirerision was recorded in the third quarter, the Bank
remains well-capitalized in regards to regulatory guideliagf September 30, 2008. Also, the Bank has no
exposure to Freddie Mac and Fannie Mae preferred stockddition, we do not have direct exposure to interest
rate swaps or other complex derivative instruments.”

“Despite economic pressures, the total loan portfoleng828.9 million from the prior quarter as the commasiti
within our current geographic footprint continued to expand. avéecommitted to serving the strong relationships
we have developed over the years with our customersditQuality metrics have improved as non-performing
loans have decreased to 1.41% of total loans as of Septe®30, 2008 from 1.81% at June 30, 2008. Non-
performing assets have also improved to 2.07% of totetsaes of September 30, 2008 from 2.23% at June 30,
2008. As we move forward, we remain optimistic that we wa&ather the impact of the current interest rate
environment and the aftermath of recent governmentalideigin.”

During the third quarter, the Company opened its twentwetiking center, which expanded the Bank’s current
footprint in Bullitt County, Kentucky. The Cedar Grovarkking Center complements the existing branches located
in Shepherdsville and Mt. Washington, Kentucky. The Baitlikcontinue its expansion efforts in the fourth quarter
with two additional branches that will be under develapméhe first branch will be in Hardin County, Kanky
located at the entrance to the Fort Knox military ba3de other branch will be the fourth site in Lotullsy
Kentucky located in the Middletown area.

Total deposits were $776.9 million at September 30, 2008, aadecoé $8.2 million for the quarter and an increase
of $87.7 million for the year, including $56.3 million fromet acquisition. Our acquisition of The Farmers State
Bank has broadened our retail branch network to fifteethé Louisville Metropolitan Area, which now extends
into Southern Indiana. As previously noted, additional siiésin the Louisville market are under development
with our next location scheduled to open in the secondeguaf 2009. Competition for deposits is fierce in &ll o
the markets we serve. This intense competition angdutederal rate cuts could add to additional margin
compression as the interest rate environment contiouss volatile.

Commercial lending continues to be the Company’s fochgshwhas resulted in a 10% compound annual growth
rate in the total loan portfolio and a 12% compound angrmith rate in commercial loans since the beginning of
2004. Commercial loans were $608.9 million at September 38, 200increase of $24.8 million, or 4%, for the
third quarter and $64.0 million, or 12% for the year. Ttemth in the Company’'s commercial loan portfolio has
favorably impacted the level of interest income gendrbtethe Company. Average earning assets increased by



$109.1 million as of September 30, 2008, compared to September 30, R66pite the increase in earning assets,
the Company’s net interest margin realized a declirierobasis points. Net interest margin decreased to 3.81% fo
the nine months ended September 30, 2008, compared to 3.91% &&me period in 2007. The Federal Reserve
has decreased the Federal Funds rate by 225 basis points ith20@fh September 30th. In addition, the Federal
Reserve slashed the federal funds rate an additional 5 gmsts on October 8, 2008 in an emergency rate cut.
Variable rate loans that are tied to the federal priate are immediately repriced downward with these nati® c
However, interest rates paid on customer deposits havadited downward proportionately with the declining
interest yields on loans and investments. Sixty perafai¢posits are time deposits that reprice over a |queyerd

of time. The increase in the volume of earning agdietdrave a positive impact on net interest income, which
increased $744,000 and $1,262,000 for the three and nine montkd September 30, 2008, compared to the
respective periods ended September 30, 2007.

The percentage of non-performing loans to total loaagased to 1.41% at September 30, 2008 compared to 1.00%
at September 30, 2007, but has improved compared to 1.819%4e80, 2008. Annualized net charge-offs as a
percent of average total loans were 0.09% for the quantkedeSeptember 30, 2008, compared to 0.02% for
September 30, 2007. Net charge-offs are higher in 2008 duarjlyito $246,000 partial charge-off of a classified
commercial real estate relationship in the second guart

Provision for loan loss expense increased $980,000 to $1,72008@ finree months ended September 30, 2008,
compared to the same period ended September 30, 2007. Téasendor the third quarter was related to an
additional $1,359,000 of specific reserve for a classified cowialeeal estate development loan. For the nine
months ended September 30, 2008, provision for loan losssxjecreased $1,871,000 to $2,819,000 compared to
the nine months ended September 30, 2007. The increaswisiqr for loan loss expense year-to-date was related
to growth in the loan portfolio, as well as from gpecific reserves set aside for loans classifieds d2G0g§. The
Company recorded a lower provision for loan loss expelsig the first quarter of 2007, based on improved
performance of one of the Company’s credit relatigpsh

Non-interest income increased $162,000 for the three mamted September 30, 2008, compared the three
months ended September 30, 2007. Customer service feepasit decounts increased $306,000 for the third
quarter 2008 compared to the same quarter in 2007. Brokerageissions and gain on sale of mortgage loans
also increased for the quarter, while other incomeirdst! For the nine months ended September 30, 2008 non-
interest income increased $271,000, compared to the nintgasnemded September 30, 2007. Non-interest income
was decreased by a $216,000 write-down of other-than-tempangajred investment securities in the second
quarter of 2008. The increase in 2008 was also offset by a $22gad®®n the sale of real estate held for
development included in 2007’s non-interest income with b giain recorded in 2008. This real estate was held
for development through the Company’s wholly owned subsididrst Federal Office Park, LLC. Only one other
property remains for sale in this development. Furthducing non-interest income for the year was as 10% or
$151,000 write-down, in the third quarter, of the carryingiealf a real estate owned property that had been held
for twelve months.

Non-interest expense increased $1.6 million to $7.6 milfamthe three months ended September 30, 2008,
compared to the same three months ended September 30,&f}ivibuting to the increase in non-interest expense
for the quarter was a $731,000 increase in employee contipensapense. Twenty-five associates have been
added to support our recent expansion efforts, plus an addivesratly employees were added in the second quarter
as a result of the acquisition. Also contributing to itherease to non-interest expense were increasesiae off
occupancy expense and equipment, FDIC insurance premifiorsnation systems and outside services and other
expenses. For the nine months ended September 30, 2008, mestietpense increased $2.7 million compared to
the same nine months ended September 30, 2007. The inerEmgpartially offset by the one-time write-off of
$229,000 in unamortized issuance costs of our trust prefercedttes in the first quarter of 2007.

First Financial Service Corporation is the parent baoldihg company of First Federal Savings Bank of
Elizabethtown, which was chartered in 1923. The Banlesehe needs and caters to the economic strengths of
local communities in which it operates and strives tvigle a high level of personal and professional custome
service. The Bank offers a variety of financial sg¥ to its retail and commercial banking customerhesg&
services include personal and corporate banking servicdspasonal investment financial counseling services.
Today, the Bank serves seven contiguous counties encongp&ssitral Kentucky and the Louisville Metropolitan



area, including Southern Indiana, through its 20 full-servameking centers and a commercial private banking
center.

This press release contains forward-looking statemardsr the Private Securities Litigation Reform Act of 1995
that are subject to certain risks and uncertaintiescthatl cause actual results to differ materially fromdrisél
income and those presently anticipated or projectede Gdmpany cautions readers not to place undue reliance on
any such forward-looking statements, which speak onbf éise date of this release. Such risks and uncegainti
include those detailed in the Company’s filings with theusides and Exchange Commission, risks of adversely
changing results of operations, risks related to the @ogip acquisition strategy, risk of loans and investments,
including the effect of the change of the local econaroitditions, risks associated with the adverse effactise
changes in interest rates, and competition for thepgaayis customers by other providers of financial sessi@ll

of which are difficult to predict and many of which are drey the control of the Company.

First Financial Service Corporation’s stock is tradedtteen Nasdaq Global Market under the symbol “FFKY.”
Market makers for the stock are:

Keefe, Bruyette & Woods, Inc. FTN Midwest Securities
J.J.B. Hilliard, W.L. Lyons Company, Inc. Howe Bar nes I nvestments, Inc.
Stifel Nicolaus & Company Knight Securities, LP
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