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Item 1. Reports to Stockholders.

The Report to Stockholders is attached herewith.
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First Opportunity Fund, Inc. Letter from the Advisers

March 31, 2013 (Unaudited)

Dear Stockholders:

Before delving into a discussion about the strong absolute performance of the First Opportunity Fund, Inc. (the Fund) over the one-year period ending March 31,
2013, I would like to take a few moments to reflect back on what has been a year of transition. The US trudged through a hotly contested presidential election
cycle, Europe continued to manage through its sovereign debt issues, and economic indicators slowly turned positive. At the Fund level, the management of the
Legacy Portfolio was transitioned from Wellington Management Company, LLP to the existing Advisers of Rocky Mountain Advisers, LLC and Stewart
Investment Advisers, LLC. It was even a year of transition for me as I made the move to Colorado in February of last year and began my role as a Portfolio
Manager with Rocky Mountain Advisers, LLC. While this transition has kept me quite busy, it has been a smooth one thanks in large part to the high quality
individuals I am fortunate to work alongside every day. After over a year on the job, I am proud of what we have accomplished in the past year and am excited
about the actions we are currently taking to better serve the Fund�s stockholders in the future. I will discuss some of these actions in greater detail later in this letter,
but for now let us proceed with the discussion of the Fund�s performance.

Over the one-year period ending March 31, 2013, the Fund generated a solid absolute return of 13.7% on net assets. Over the same period, the S&P 500 generated
a 14.0% return, the Dow Jones Industrial Average (DJIA) generated a 13.4% return and the NASDAQ Composite generated a 7.4% return. The Fund�s strong
absolute performance was driven by a combination of favorable market conditions and solid execution upon our investment philosophy of buying good businesses
at attractive valuations. Our commitment to this philosophy allowed us to identify and take advantage of multiple attractive investment opportunities over the past
year, many of which proved to be key contributors to the Fund�s overall performance.

3 mos. 6 mos.
One
Year

Three
Years*

Five
Years*

Ten
Years*

Since June
2010**

FOFI (NAV) 6.2% 7.6% 13.7% 8.9% 1.5% 6.2% 9.9%    
FOFI (Market) 5.6% 6.1% 15.2% 4.9% -1.6% 3.2% 9.7%    
S&P 500 Index 10.6% 10.2% 14.0% 12.7% 5.8% 8.5% 16.2%    
DJIA 11.9% 10.0% 13.4% 13.3% 6.5% 8.9% 16.7%    
NASDAQ Composite 8.5% 5.8% 7.4% 12.3% 8.7% 10.3% 15.4%    

* Annualized
** Annualized since June 1, 2010, when the current Advisers became investment advisers to the Fund.
The performance data quoted represents past performance. Past performance is no guarantee of future results. Fund returns include reinvested dividends and
distributions, but do not reflect the reduction of taxes that a stockholder would pay on Fund distributions or the sale of Fund shares and do not reflect
brokerage commissions, if any. Returns of the S&P 500 Index, the DJIA and the NASDAQ Composite include reinvested dividends and distributions. You
cannot invest directly in any of these indices. The investment return and the principal value of an investment will fluctuate and shares, if sold, may be worth
more or less than their original cost. Current performance may be lower or higher than the performance data quoted.
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Letter from the Advisers First Opportunity Fund, Inc.

March 31, 2013 (Unaudited)

One of these key contributors to the Fund�s performance on an absolute and relative basis for the one-year period was the Fund�s position in JPMorgan Chase &
Company (JPMorgan). In May of 2012, JPMorgan�s share price fell sharply as the company disclosed large trading losses as part of the then-developing �London
Whale� story. Upon researching the situation, we felt this was an obvious negative for the company, but one the company would be able to manage without
materially damaging its business value over the long-run. More importantly, we believed the share price at the time represented an attractive discount to our
estimate of the company�s underlying intrinsic value. As a result, we took the opportunity to build a sizable position in JPMorgan, which generated a 37.7% return
over the period and grew to account for roughly 4.7% of the Fund�s total assets as of the period end. Despite the strong share price performance over the last
several months, we believe the market continues to underappreciate the company and its stock and we remain comfortable with the Fund�s current position.

Another key contributor to performance on an absolute and relative basis was the Fund�s combined position in the common shares and American Depository
Receipts (ADRs) of Sanofi, which collectively accounted for roughly 3.8% of the Fund�s total assets at period end. For the period, Sanofi�s common shares and
ADRs generated total returns of 32.8% and 35.7% respectively. The Fund�s position in Sanofi increased early in the period as we opportunistically added to it on a
material pullback in the share�s price. While Sanofi has been a solid performer for the Fund over the last several months, we continue to view the name favorably
and are comfortable with the Fund�s current position for a variety of reasons including the company�s strong free cash flow generation, operational improvements
and potential growth from a solid product portfolio and pipeline.

Cisco Systems, Inc. (Cisco) was another key contributor to performance on an absolute and relative basis. The Fund�s position in Cisco was initiated during the
period and has quickly become one of the Fund�s larger positions accounting for approximately 4.4% of total assets at period end. This large position size has been
partially attributable to market appreciation as the position generated a 25.2% return during the period. While the Fund�s position in Cisco has performed well, we
expect it to be a solid contributor to performance over the long-run as we believe its stock continues to trade at an attractive discount to our estimate of intrinsic
value.

Other contributors to absolute performance for the period were the Fund�s position in Wolf Creek Investors (Bermuda), L.P. (Wolf Creek) and Bay Pond, L.P. (Bay
Pond). For the period, Wolf Creek generated a 13.4% return and Bay Pond generated an 8.9% return. Their large contribution to performance was partially driven
by their large position sizes as each accounted for roughly 16.7% of total assets. While both positions generated solid absolute returns during the period, their
returns trailed those of the S&P 500 resulting in a drag on relative performance. While Wolf Creek and Bay Pond each account for a large percentage of total
holdings, we remain comfortable with both positions at this time.

On the other end of the spectrum, a key detractor to the Fund�s performance on an absolute and relative basis was its position in Freeport-McMoRan Copper &
Gold, Inc. (Freeport-McMoRan). For the period, the Fund�s position in Freeport-McMoRan generated a negative 8.5% return and accounted for roughly 4.6% of
total assets at period end. The poor performance during the period was driven by two primary factors. The first of these was a decline in copper prices in the later
part of the period amid growing concerns of a potential near-term supply glut. The second factor was the market�s negative reception of the company�s plans to
acquire two oil and gas companies: McMoRan Exploration Company (McMoRan) and Plains Exploration & Production Company (Plains).

    2 www.firstopportunityfund.com    
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First Opportunity Fund, Inc. Letter from the Advisers

March 31, 2013 (Unaudited)

In the case of the planned acquisitions, we believe the market simply underappreciates the large potential upside provided by the resource reserves being acquired
by Freeport-McMoRan. In regards to a potential near-term supply glut for copper, we tend to agree with the market. The data does suggest new supply growth will
outpace demand growth in the near future potentially pushing the copper market into a period of oversupply. However, where the market sees risk, we see
opportunity. The divergence in viewpoints is primarily due to a difference in investment holding periods. Due to the rise of high frequency trading among other
factors, a large portion of today�s market participants attempt to generate returns by speculating on the short-term movements in a stock. We focus on investing in
good businesses for the long-run. By doing this, we strive to look through short-term issues to understand a business�s underlying fundamentals and long-term
prospects. In Freeport-McMoRan, we see a high quality asset base operated by one of the copper industry�s leading and lowest cost operators that has the ability to
generate solid free cash flow even at lower copper prices. We anticipate that this free cash flow will go to support an attractive dividend and to quickly de-leverage
the company�s balance sheet. While supply and demand fundamentals will be weak in the near-term, we believe they will improve over the longer-run as demand
gradually recovers and new supply growth remains limited past near-term capacity additions. In the end, we believe the share price for Freeport-McMoRan
materially discounts the company�s long-term prospects and have continued to add to the position.

Another key detractor to performance on an absolute and relative basis was the Fund�s position in the ADRs of POSCO. POSCO accounted for roughly 1.7% of the
total portfolio at period end and generated a negative 5.0% return for the period. POSCO is a South Korean steel producer and is considered among the lowest cost
operators in the world. As we believe the company�s stock remains attractively valued, we added to the position during the period. Unfortunately, these purchases
occurred right before tensions between North Korea, South Korea and the United States began to intensify. As the rhetoric and antagonistic actions out of North
Korea increased, South Korean financial markets and POSCO�s share price were pulled lower contributing to the position�s poor performance during the period.

Midland Holdings Limited (Midland) was another key detractor to performance on an absolute and relative basis as well. The Fund�s position in Midland
accounted for approximately 0.4% of total assets at period end and generated a negative 8.0% return during the period. Midland is one of the two dominant real
estate agency firms in Hong Kong with additional operations in Mainland China and Macau. Over the past year government authorities have introduced new
policies aimed at cooling Hong Kong�s property markets, which have reduced property transaction volumes and pressured transaction values. As these are two key
drivers of revenue and earnings for Midland, the company�s operations and stock were negatively impacted during the period. We continue to remain comfortable
with the Fund�s position in Midland as the company is one of only two dominant players in Hong Kong, generates solid free cash flow and remains in our view
attractively valued, especially after accounting for the company�s large cash position.

Additional positions that detracted from performance were the Fund�s positions in Pengrowth Energy Corporation and J. Caird Partners, L.P. (J. Caird), which
generated returns of a negative 38.6% and a negative 10.2% for the period respectively. It is important to note that both of these positions were sold out of the
Fund during the period. While there were many different reasons for selling out of these positions, the common thread between them was our belief that more
attractive investment opportunities were available elsewhere in the market.

In the end, the net result for the Fund was a strong absolute performance for the one-year period ending March 31, 2013. While satisfied with the result, we firmly
believe there is always room for improvement. As I mentioned earlier, we are in the process of implementing a variety of actions
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Letter from the Advisers First Opportunity Fund, Inc.

March 31, 2013 (Unaudited)

that we expect will allow us to better serve the Fund�s stockholders and hopefully reduce the Fund�s share price discount to net asset value per share. While many of
these initiatives are still being analyzed and developed, it is too early for us to discuss them in detail at this time. However, we are progressing quickly on the
initiatives announced in the last stockholder letter. The chief among these will be the launch of our new website in the next couple of months. After listening to
stockholder feedback, we recognized the need to address the market�s perception of the Fund and the Advisers. It is our hope that the new website presentation will
attend to this issue by providing current and potential stockholders an enhanced understanding of the Fund, the Advisers, and our investment philosophy. In
addition, we remain focused on improving the quality of our stockholder communications. This includes the stockholder letter, which I hope has provided an
increasing amount of insight into the Fund and how it is being managed. As part of this effort, I encourage stockholders to let us know if there are any topics you
would like us to address in future letters.

As stated earlier, I am excited about the actions we are currently taking to better serve the Fund�s stockholders and look forward to their eventual rollout. In the
meantime, I hope you have a safe and happy summer.

Sincerely,

Brendon Fischer, CFA

Portfolio Manager

May 6, 2013

The views and opinions in the preceding commentary are as of the date of this letter and are subject to change at any time. This material represents an assessment
of the market environment at a specific point in time, should not be relied upon as investment advice and is not intended to predict or depict performance of any
investment.

Portfolio weightings and other figures in the foregoing commentary are provided as of period-end, unless otherwise stated.

Note to Stockholders on Investments in Hedge Funds: The Fund�s investment advisers feel it is important that stockholders be aware that the Fund has
highly concentrated positions in certain hedge funds and may take concentrated positions in other securities. Concentrating investments in a fewer number of
securities (including investments in hedge funds) may involve a degree of risk that is greater than a fund that has less concentrated investments spread out over a
greater number of securities. For example, the value of the Fund�s net assets will fluctuate significantly based on the fluctuation in the value of the hedge funds in
which it invests. In addition, investments in hedge funds can be highly volatile and may subject investors to heightened risk and higher operating expenses than
another closed-end fund with a different investment focus.
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First Opportunity Fund, Inc. Letter from the Advisers

March 31, 2013 (Unaudited)

Note to Stockholders on the Fund�s Discount. As most stockholders are aware, the Fund�s shares presently trade at a significant discount to net asset value.
The Fund�s board of directors is aware of this, monitors the discount and periodically reviews the options available to mitigate the discount. In addition, there are
several factors affecting the Fund�s discount over which the board and management have little control. In the end, the market sets the Fund�s share price. For
long-term stockholders of a closed-end fund, we believe the Fund�s discount should only be one of many factors taken into consideration at the time of your
investment decision.

Note to Stockholders on the Fund�s Use of Leverage. The Fund has the ability to leverage through a credit facility. The Fund may utilize leverage to seek
to enhance the returns for its stockholders over the long term; however, this objective may not be achieved in all interest rate and investment environments.
Leverage creates certain risks for stockholders, including the likelihood of greater volatility of the Fund�s NAV and market price. In the event the Fund utilizes
leverage there are other risks associated with borrowing through a line of credit, including, but not limited to risks associated with purchasing securities on margin.
In addition, borrowing would increase costs to the Fund, subject the Fund to contractual restrictions on its operations and require the Fund to maintain certain asset
coverage ratios on any outstanding indebtedness.

    Annual Report | March 31, 2013 5    

Edgar Filing: FIRST OPPORTUNITY FUND INC - Form N-CSR

Table of Contents 9



Table of Contents

Financial Data First Opportunity Fund, Inc.

March 31, 2013

Per Share of Common Stock
Net Asset

Value

Market

Price

Dividend

Paid
3/31/12 $      9.30      $    7.05      $    0.00      
4/30/12   9.24 7.35 0.00
5/31/12   8.92 7.00 0.00
6/30/12   9.15 7.08 0.00
7/31/12   9.22 7.07 0.00
8/31/12   9.47 7.14 0.00
9/30/12   9.82 7.65 0.00
10/31/12   9.82 7.67 0.00
11/30/12   9.80 7.72 0.00
12/31/12   9.95 7.69 0.00
1/31/13 10.39 8.00 0.00
2/28/13 10.36 7.97 0.00
3/31/13 10.57 8.12 0.00

Investments as a % of Net Assets
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First Opportunity Fund, Inc. Consolidated Portfolio of Investments

March 31, 2013

Shares Description
Value
(Note 2)

LONG TERM INVESTMENTS (96.4%)
DOMESTIC COMMON STOCKS (53.9%)
Banks & Thrifts (11.2%)

29,289 Bank of Commerce Holdings             $147,324
35,498 Carolina Trust Bank* 108,979
43,644 Central Valley Community Bancorp 369,665
12,300 Citizens & Northern Corp. 239,850
60,000 Community Bank*(a)(b)(c) 5,806,200
55,000 Coronado First Bank* 514,250
65,566 Eastern Virginia Bankshares, Inc.* 371,103
4,300 First Advantage Bancorp 54,825
39,700 First American International*(a)(b)(c) 795,588
116,276 First Capital Bancorp, Inc.* 374,409
66,726 First Southern Bancorp, Inc. - Class B 397,020
193,261 Florida Capital Group*(a)(b)(c) 5,218
126,100 Metro Bancorp, Inc.* 2,085,694
905,600 National Bancshares, Inc.*(a)(b)(c) 321,397
4,000 North Dallas Bank & Trust Co. 184,000
30,400 Oak Ridge Financial Services, Inc.* 127,072
1,900 Old Point Financial Corp. 24,510
44,300 OmniAmerican Bancorp, Inc.* 1,119,904
153,990 Pilot Bancshares, Inc.* 140,131
190,540 Republic First Bancorp, Inc.* 527,796
92,195 Southern First Bancshares, Inc.* 963,438
79,900 Southern National Bancorp of Virginia, Inc. 773,432
302,900 Square 1 Financial, Inc.*(a)(b)(c) 2,083,952
62,746 Square 1 Financial, Inc. - Class A*(a)(b)(c) 431,692
41,122 Valley Commerce Bancorp 456,454
419,789 Wells Fargo & Co. 15,527,995
12,404 Xenith Bankshares, Inc.* 64,004

34,015,902

Construction Machinery (0.5%)
17,200 Caterpillar, Inc. 1,495,884

Diversified Financial Services (6.1%)
60,000 Independence Financial Group, Inc.*(a)(b)(c) 545,400
303,800 JPMorgan Chase & Co. 14,418,348
125,890 Mackinac Financial Corp. 1,159,447
455,100 Ocwen Structured Investments, LLC*(a)(b)(c) 285,712
25,000 South Street Securities Holdings, Inc.*(a)(c)(d) 929,750
47,960 Tiptree Financial*(a)(c)(d) 1,160,632

18,499,289

Environmental Control (0.3%)

Edgar Filing: FIRST OPPORTUNITY FUND INC - Form N-CSR

Table of Contents 11



30,000 Republic Services, Inc.

Edgar Filing: FIRST OPPORTUNITY FUND INC - Form N-CSR

Table of Contents 12


