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April 15, 2008

Dear Shareholder:

You are cordially invited to attend the first annual meeting of shareholders of First Financial Northwest, Inc. to be
held at the Carco Theatre, located at 1717 Maple Valley Highway, Renton, Washington, on Friday, May 23, 2008 at
9:00 a.m., local time.

The notice of annual meeting of shareholders and proxy statement appearing on the following pages describe the
formal business to be transacted at the meeting. During the meeting, we will also report on our operations. Directors
and officers of First Financial Northwest, Inc., as well as a representative of KPMG LLP, our independent auditor,
will be present to respond to appropriate questions of shareholders.

It is important that your shares are represented at the meeting, whether or not you attend in person and regardless of
the number of shares you own. To make sure your shares are represented, we urge you to complete and mail the
enclosed proxy card. If you attend the meeting, you may vote in person even if you have previously mailed a proxy
card.
We look forward to seeing you at the meeting.

Sincerely,

/s/Victor Karpiak

Victor Karpiak
Chairman, President and Chief Executive Officer
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FIRST FINANCIAL NORTHWEST, INC.
201 WELLS AVENUE SOUTH
RENTON, WASHINGTON 98057
(425) 255-4400

NOTICE OF FIRST ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON MAY 23, 2008

Notice is hereby given that the first annual meeting of shareholders of First Financial Northwest, Inc. will be held
at the Carco Theatre, located at 1717 Maple Valley Highway, Renton, Washington, on Friday, May 23, 2008, at 9:00
a.m., local time, for the following purposes:

ProposalTo elect eight directors of First Financial Northwest, Inc.

1.

ProposalTo ratify the appointment of KPMG LLP as our independent auditor for 2008
2.

ProposalTo adopt the First Financial Northwest, Inc. 2008 Equity Incentive Plan

3.

We will also consider and act upon such other business as may properly come before the meeting, or any adjournment
or postponement thereof. As of the date of this notice, we are not aware of any other business to come before the
annual meeting.

The Board of Directors has fixed the close of business on March 27, 2008 as the record date for the annual
meeting. This means that shareholders of record at the close of business on that date are entitled to receive notice of,
and to vote at the meeting and any adjournment thereof. To ensure that your shares are represented at the meeting,
please take the time to vote by signing, dating and mailing the enclosed proxy card which is solicited by the Board of
Directors. The proxy will not be used if you attend and vote at the annual meeting in person. Regardless of the
number of shares you own, your vote is very important. Please act today.

BY ORDER OF THE BOARD OF DIRECTORS
/s/Harry A. Blencoe

HARRY A. BLENCOE
SECRETARY

Renton, Washington
April 15, 2008
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IMPORTANT: The prompt return of proxies will save us the expense of further requests for proxies in order to ensure
a quorum. A pre-addressed envelope is enclosed for your convenience. No postage is required if mailed in the United
States.
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PROXY STATEMENT
OF
FIRST FINANCIAL NORTHWEST, INC.
201 WELLS AVENUE SOUTH
RENTON, WASHINGTON 98057
(425) 255-4400

FIRST ANNUAL MEETING OF SHAREHOLDERS
MAY 23,2008

The Board of Directors of First Financial Northwest, Inc. is using this proxy statement to solicit proxies from our
shareholders for use at our first annual meeting of shareholders. We are first mailing this proxy statement and the
enclosed form of proxy to our shareholders on or about April 15, 2008.

The information provided in this proxy statement relates to First Financial Northwest, Inc. and its wholly-owned
subsidiary, First Savings Bank Northwest. First Financial Northwest, Inc. may also be referred to as “First Financial”

and First Savings Bank Northwest may also be referred to as “First Savings Bank” or the “Bank.” References to “we,

and “our” refer to First Financial and, as the context requires, First Savings Bank.

INFORMATION ABOUT THE ANNUAL MEETING

Time and Place of the Annual Meeting
Our annual meeting will be held as follows:
Date:  Friday, May 23, 2008
Time: 9:00 a.m., local time
Place: Carco Theatre, 1717 Maple Valley Highway, Renton, Washington
Matters to Be Considered at the Annual Meeting
At the meeting, you will be asked to consider and vote upon the following proposals:
ProposalTo elect eight directors of First Financial Northwest, Inc.

1

ProposalTo ratify the appointment of KPMG LLP as our independent auditor for 2008
2.

G

us’
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ProposalTo adopt the First Financial Northwest, Inc. 2008 Equity Incentive Plan
3.

We also will transact any other business that may properly come before the annual meeting. As of the date of this
proxy statement, we are not aware of any other business to be presented for consideration at the annual meeting other
than the matters described in this proxy statement.

Who is Entitled to Vote?

We have fixed the close of business on March 27, 2008 as the record date for shareholders entitled to notice of and to
vote at our annual meeting. Only holders of record of First Financial’s common stock on that date are entitled to notice
of and to vote at the annual meeting. You are entitled to one vote for each share of First Financial common stock you
own, unless you own more than 10% of First Financial’s outstanding shares. As provided in our Articles of
Incorporation, record holders of common stock who beneficially own in excess of 10% of First Financial’s outstanding
shares are not entitled to any vote in respect of the shares held in excess of the 10% limit unless our Board of
Directors has granted permission in advance. On March 27, 2008, there were 22,852,800 shares of First Financial
common stock outstanding and entitled to vote at the annual meeting.
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How Do I Vote at the Annual Meeting?

Proxies are solicited to provide all shareholders of record on the voting record date an opportunity to vote on matters
scheduled for the annual meeting and described in these materials. You are a shareholder of record if your shares of
First Financial common stock are held in your name. If you are a beneficial owner of First Financial common stock
held by a broker, bank or other nominee (i.e., in “street name”), please see the instructions in the following question.

Shares of First Financial common stock can only be voted if the shareholder is present in person or by proxy at the
annual meeting. To ensure your representation at the annual meeting, we recommend you vote by proxy even if you
plan to attend the annual meeting. You can always change your vote at the meeting if you are a shareholder of record.

Voting instructions are included on your proxy card. Shares of First Financial common stock represented by properly
executed proxies will be voted by the individuals named on the proxy card in accordance with the shareholder’s
instructions. Where properly executed proxies are returned to us with no specific instruction as how to vote at the
annual meeting, the persons named in the proxy will vote the shares “FOR” the election of each of our director
nominees, “FOR” the ratification of the appointment of KPMG LLP as our independent auditor and “FOR” the adoption of
the 2008 Equity Incentive Plan. If any other matters are properly presented at the annual meeting for action, the
persons named in the enclosed proxy and acting thereunder will have the discretion to vote on these matters in
accordance with their best judgment. We do not currently expect that any other matters will be properly presented for
action at the annual meeting.

You may receive more than one proxy card depending on how your shares are held. For example, you may hold some
of your shares individually, some jointly with your spouse and some in trust for your children. In this case, you will
receive three separate proxy cards to vote.

What if My Shares Are Held in Street Name?

If you are the beneficial owner of shares held in street name by a broker, your broker, as the record holder of the
shares, is required to vote the shares in accordance with your instructions. If your common stock is held in street
name, you will receive instructions from your broker that you must follow in order to have your shares voted. Your
broker may allow you to deliver your voting instructions via the telephone or the Internet. Please see the instruction
form that accompanies this proxy statement. If you do not give instructions to your broker, your broker may
nevertheless vote the shares with respect to discretionary items, but will not be permitted to vote your shares with
respect to non-discretionary items, pursuant to current industry practice. In the case of non-discretionary items, shares
not voted are treated as “broker non-votes.” The proposals to elect directors and ratify the appointment of our
independent auditor described in this proxy statement are considered discretionary items under the rules of The
Nasdaq Stock Market LLC (“Nasdaq”). The proposal to adopt the 2008 Equity Incentive Plan is a non-discretionary
item.

If your shares are held in street name, you will need proof of ownership to be admitted to the annual meeting. A
recent brokerage statement or letter from the record holder of your shares are examples of proof of ownership. If you
want to vote your shares of common stock held in street name in person at the annual meeting, you will have to get a
written proxy in your name from the broker, bank or other nominee who holds your shares.

How Will My Shares of Common Stock Held in the Employee Stock Ownership Plan Be Voted?

We maintain the First Financial Northwest, Inc. Employee Stock Ownership Plan (“ESOP”) for the benefit of our
employees. Each participant may instruct the trustee how to vote the shares of First Financial common stock allocated
to his or her account under the ESOP by completing the voting instruction sheet distributed by the administrator. If a
participant properly executes the voting instruction sheet, the administrator will instruct the trustee to vote the

8
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participant’s shares in accordance with the participant’s instructions. Unallocated shares of First Financial common
stock held in the ESOP will be voted by trustee in the same proportion as shares for which the trustee has received
voting instructions. Allocated shares for which proper voting instructions are not received shall be voted by the
trustee in the manner directed by the administrator. The administrator of the ESOP is Crowe Chizek.
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How Many Shares Must Be Present to Hold the Meeting?

A quorum must be present at the meeting for any business to be conducted. The presence at the meeting, in person or
by proxy, of at least a majority of the shares of First Financial common stock entitled to vote at the annual meeting as
of the record date will constitute a quorum. Proxies received but marked as abstentions or broker non-votes will be
included in the calculation of the number of shares considered to be present at the meeting.

What if a Quorum Is Not Present at the Meeting?

If a quorum is not present at the scheduled time of the meeting, a majority of the shareholders present or represented
by proxy may adjourn the meeting until a quorum is present. The time and place of the adjourned meeting will be
announced at the time the adjournment is taken, and no other notice will be given unless the adjourned meeting is set
to be held 120 days or more after the original meeting. An adjournment will have no effect on the business that may
be conducted at the meeting.

Vote Required to Approve Proposal 1: Election of Directors

Directors are elected by a plurality of the votes cast, in person or by proxy, at the annual meeting by holders of First
Financial common stock. Accordingly, the eight nominees for election as directors who receive the highest number of
votes actually cast will be elected. Pursuant to our Articles of Incorporation, shareholders are not permitted to
cumulate their votes for the election of directors. Votes may be cast for or withheld from each nominee. Votes that
are withheld will have no effect on the outcome of the election because the nominees receiving the greatest number of
votes will be elected. Our Board of Directors unanimously recommends that you vote “FOR” the election of each of its
director nominees.

Vote Required to Approval Proposal 2: Ratification of the Appointment of the Independent Auditor

Ratification of the appointment of KPMG LLP as our independent auditor for the fiscal year ending December 31,
2008 requires the affirmative vote of a majority of the outstanding shares present in person or by proxy at the annual
meeting. Abstentions and broker non-votes on this proposal will have the same effect as a vote against the proposal.
Our Board of Directors unanimously recommends that you vote “FOR” the ratification of the appointment of the
independent auditor.

Vote Required to Approve Proposal 3: Adoption of the 2008 Equity Incentive Plan

Approval of the First Financial Northwest, Inc. 2008 Equity Incentive Plan requires the affirmative vote of a majority
of the outstanding shares present in person or by proxy at the annual meeting. Abstentions and broker non-votes on
this proposal will have the same effect as a vote against the proposal. Our Board of Directors unanimously
recommends that you vote “FOR” the approval of the 2008 Equity Incentive Plan.

May I Revoke My Proxy?

You may revoke your proxy before it is voted by:

. submitting a new proxy with a later date;

. notifying the Secretary of First Financial in writing before the annual meeting that you have revoked your
proxy; or

. voting in person at the annual meeting.

10
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If you plan to attend the annual meeting and wish to vote in person, we will give you a ballot at the annual
meeting. However, if your shares are held in street name, you must bring a validly executed proxy from the nominee
indicating that you have the right to vote your shares.

11
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of March 27, 2008, the voting record date, information regarding share ownership
of:

. those persons or entities (or groups of affiliated person or entities) known by management to beneficially
own more than five percent of First Financial’s common stock other than directors and executive officers;

. each director and director nominee of First Financial;

. each executive officer of First Financial or any of its subsidiaries named in the Summary Compensation
Table appearing under “Executive Compensation” below (known as “named executive officers”); and

. all current directors and executive officers of First Financial and its subsidiaries as a group.

Persons and groups who beneficially own in excess of five percent of First Financial’s common stock are required to
file with the Securities and Exchange Commission (“SEC”), and provide us a copy, reports disclosing their ownership
pursuant to the Securities Exchange Act of 1934. To our knowledge, no other person or entity, other than the ones set
forth below, beneficially owned more than five percent of the outstanding shares of First Financial’s common stock as
of the close of business on the voting record date.

Beneficial ownership is determined in accordance with the rules and regulations of the SEC. In accordance with Rule
13d-3 of the Securities Exchange Act, a person is deemed to be the beneficial owner of any shares of common stock if
he or she has voting and/or investment power with respect to those shares. Therefore, the table below includes shares
owned by spouses, other immediate family members in trust, shares held in retirement accounts or funds for the
benefit of the named individuals, shares held in the ESOP, and other forms of ownership, over which shares the
persons named in the table may possess voting and/or investment power.

As of the voting record date, there were 22,852,800 shares of First Financial common stock outstanding.

Number of Shares Percent of Shares
Name Beneficially Owned Outstanding (%)

Beneficial Owners of More Than 5%

First Financial Northwest, Inc. Employee

Stock Ownership Plan 1,692,800 7.40
201 Wells Avenue South

Renton, Washington 98057

Craig A. White 1,362,500(1) 5.96

136 Heber Avenue, Suite 204
Park City, Utah 84060

12
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Tyndall Capital Partners, L.P. 1,152,500(2)
599 Lexington Avenue, Suite 4100
New York, New York 10022

(Table continues on following page)

5.04
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Name
Directors

Victor Karpiak (3)
Harry A. Blencoe
Joann E. Lee

Gary F. Kohlwes
Robert L. Anderson
Gerald Edlund
Robert W. McLendon
Gary F. Faull
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Number of Shares
Beneficially Owned

50,000(4)
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30,000(6)
50,500(7)
25,000(8)
50,00009)
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Percent of Shares
Outstanding(%)
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