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Making

change

Change is natural

i> CHANGE IS CONTINUOUS. Change is powerful. The
images and information in this annual report reflect the

many changes that have taken place at FirstMerit. Though

our history spans more than 160 years, we understand the

need for change, and we're devoted to providing innovative,
personalized solutions to help our customers reach their

financial goals as their ewn needs change.

This annual report may contain *forward-looking statements” under the Private Securities Litigation Reform Act of 1995. Forward-looking statements are subject to risks and uncertainties that

could cause actual results to differ materially from those expressed in ar implied in this report. Further infermation concerning issues that could materially affect financial performance related
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Financial Highlights

FirstMerit Corporation and Subsidiaries

Years ended December 31,
(Dollars in thousands except per share data)

Results of Operations

Inierest income $ 636,094 $ 603,841 $ 541,446 $ 497395 $ 567,269
Conversion 10 fully-1ax equivalent 5,494 2919 2621 2712 2,584
Interest income* 642 488 606,760 544 067 500,107 569,853
Interest expense 209 448 263 468 192,451 146,590 173,656
Net inierest income* 343,040 343,202 351616 353,517 306,197
Provision for loan losses 30,835 76,112 43 820 73,923 102,273
Net intetest income after provision for loan losses* 312,205 267 180 307.796 279,594 293,924
Other income 196,923 195,148 190,466 174,285 198,323
Other expenses . - 2 830,226 328,087 313,508 311,929 315,067
Income before federal income taxes* ot ~'1-78,_902_ . 134241 184,754 141,950 177,180
Federal income taxes -+ 50,381 : 36,376 51,650 36,024 52,939
Fully-tax equivalent adjustment 5,494 2,919 2,621 2,712 2,584
Federal income taxes* 55875 39,295 54271 38,736 55,523
Income before cumulative effect of change in
accounting principle 123,027 94,946 130,483 103,214 121,657
Cumulative effect of change in accounting
principle, net of taxes - - - - (688)
Netl income $ ’ 123,027 $ 94,946 $ 130483 $ 103214 $ 120,969
Per share;
Income before cumulative effect of change
in accounting principle $ 1.53 $ 1.i8 $ 1.56 $ 1.22 $ 1.44
Cumulative effect of change in accounting
principle, net of taxes - - - - (0.01
Basic net income $ 1.53 $ 1.18 $ 1,56 $ 1.22 $ 143
Diluted net income $ 1.53 $ 1.18 $ 1.56 $ 1.21 s 142
Cash dividends $ 1.16 $ 1.14 $ 1.10 $ 1.06 $ 1.02

Performance Ratios

Return on total asseis (“ROA”) 1.19% 0.94% 1.27% 1.00% 1.14%
Return on common sharehelders” equity (“ROE™) "t 14.05% 10.67% 13.50% 10.49% 12.40%
Net interest margm - tax-equivalent basis T 3.62% 3.71% 3.73% 3.71% 4.02%
Elficiency ratic 61.12% 60.77% 57.88% 58.60% 53.35%
Book value per common share $ 1124 % 1056 % 11.39 $ 1166 % 11.65
Average shareholders’ equity to total average assets 8.48% 8.79% 9.42% 9.53% 9.21%
Dividend payout ratio 75.82% 96.61% 70.51% 87.60% 71.83%
Balance Sheet Data page I
Total assets {at year end) $10,400,666 $10,298,702 $10,161,317 $10,122.627 $10,479,729
Long-term debt (at year end) 203,755 213,821 300,663 265,743 295,559
Daily averages:
Total assets $10,318,788 $10,130,015 $10,264,429 $10,318.305 $10.597.554
Earning assets 9,482,759 0,261,292 9,434,664 9,515,958 9,844,214
Depaosits and other funds 9252166 0,072,820 9,139,578 9,195,730 9,440,357
Shareholders’ equity 875,526 889,029 066,726 983,529 076,423

*Fully tax-equivalent basis
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To improve and preserve the financial
well-being of cur customers and the

communities we serve,

Vision

To be the bank of first choice
for financial services in the

communities we serve.
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ion, Vision, and Core Values

Core Values

FINANCIAL PERFORMANCE Personal commitment and accountability to provide

excellence in financial performance for our custamers and shareholders.
INTEGRITY People with a deep sense of integrity in all aspects of our business.

RISK MANAGEMENT People who know, understand and embrace our Credit

Culture, strong risk governance and risk management.

SUPERIOR SERVICE People who work to earn our customers’ business every

day through our service ethic and focus on providing superior service,

TEAMWORK Positive, competent, energized and focused people with the
attitude of ownership in the Company and customer relationships, who, through

open communication and respect, foster collaboration and have fun while




To Our
Shareholders:

D EVERY DAY THE PEOPLE OF FIRSTMERIT provide our customers the best level of

service and a full range of financial services and products compurable 1o those of the larger

national banks; this remains the key element of our value proposition. As a result of our

crisp execution of this proposition along with several significant organizational changes, 1

am pleased to tell you that FirstMerit produced significantly improved financial results for

its shareholders in 2007. Among our achievements in 2007 were:
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A 30% increase in net income, to $123.0 million or $1.53 per share,
from $94.9 million or $1.18 per share in 2006

An increase in return on average assets to 1.19%, from 0.94%
An increase in return on average equity to 14.05%, from 10.67%

A dividend increase to $1.16 per share from $1.14 per share a year earlier,

which continues our long history of dividend increases

page 3

And while 2007 was a challenging year for bank stocks, our improved performance

was recognized by the investment community, as our total shareholder return exceeded

those of the {our larger Ohio banks, of our peer group and of the Nasdaq bank index.




|> WE MADE SIGNIFICANT CHANGES IN 2007 TO BUILD A STRONGER COMPANY

and a sturdier foundation for profitable growth: We retooled our businesses, improved our

credit practices and introduced an exciting new retail checking account product. We also

added key people to our branches, to our executive management team and to our Board

of Directors. All were contributors to the improvement in our Companys performance in

2007, and all will be important in driving future growth.

Some things didnt change. We remain commitied Lo our super community

banking model, which consists of providing superior financial services and products, with

convenient and local delivery We also did not change our dedication to serving customers

well and 1o deepening our relationships with them.

FirstMerit Facts
2 Headquarters: Akron, Ohio

| b

Founded: 1845
P Fifth-largest Ohio bank

o Assets: $10.4 billion -
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ACROSS-THE-BOARD CREDIT IMPROVEMENT

As 1 have said to you in the past, improving credit quality at
FirstMerit has been a top priority of mine since my first day 1 want
you to know that our credit processes have been enhanced and we
have made significant progress toward our goal of improving the
credit quality of our franchise. We closed 2007 with a 47% decline
in credit costs compared with the previous year and with net charge-
off levels in line with our peers. This was a dramatic and necessary
improvement from the past few years, and it shows that the ellorts

being put forth by the entire organization are paying off.

GROWING OUR BUSINESSES

On the commercial side of the business we increased our loan
portfolio by more than $200 million, or 6%, which indicates that
our changes in portfolio management procedures did not come at
the expense of growth. In fact, over time, we expect our improved
credit profile and sturdy balance sheet to enhance our prospects for

organic growth.

Making our retail business stronger and more custemer-oriented was another key

priority of 2007. A highlight of our retail banking segment this past year was the rollout

of Reality Checking. Truly a departure from ordinary banking products, Reality Checking

is based on what our customers told us they wanted [rom their checking accounts, We

also increased the promotional and advertising activity within our footprint. 1 am proud

to tell you that FirstMerits superior level of customer service was recognized by ].D.

Power and Associates, which ranked us as the number-one bank for customer satisfaction

among our compelitors.




Our wealth segment eclipsed $6 billion in assets under management and
administration in 2007, FirstMerit is one of the largest money managers in Northeast

Ohio, offering customers a wide array of wealth management products.

POSITIVE CHANGE FOR THE FUTURE

As we make additional changes (o drive improved performance, we will do so
with the belief that what is good for our local markets and the people in them is good for
FirstMerit Corporation. We will continue to hire motivated employees who work within
their communities to make a difference. Every day we will continue to execute on our
key customer value proposition. And we will strive for positive changes that impact our

communities, employees and shareholders.

“Every day

Dividend Growth

Dividends per share
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we will continue to execute

on our key
customer value
proposition —

providing the best level
of customer service,
along with a full range
of financial services and
products comparable

to those of the larger
national banks.”

We are also confident that the changes we are making will
continue to produce improved financial results and will affirm the
strength of our super community banking business model, which
solidly positions your Company to face the industry’s challenges in
2008 and beyond.

We have a strong {oundation and repuiation based on our
presence in Northeast Ohio where we have beern serving our customers
for more than 160 years. Qur commitment to our customers and the
communities we are so privileged to work in has never been stronger.
We are very proud of our customer service recognition and pledge to
make changes that will help us rise to even higher levels of service in

the future.

Of course, the continued dedication and customer focus of our
employees will make it all possible. I thank all of our employees, along
with our customers and shareholders, for their continued support

of FirstMerit.

i/

PAUL G. GREIG

Chairman and Chiel Executive Officer

February 22, 2008

A
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Making

an 1mpact

BUSINESS BANKING IS MORE THAN PRODUCTS AND SERVICES. Ii5 also about
relationships, access and mutual understanding of the client’s needs.

FirstMerit is making an impact with owner-managed businesses through our newly

refined delivery organization that emphasizes strong relationships, localized decision-

making, quick turnaround times, and thorough knowledge of our clients’ individual goals.

Combining this with a full range of high-quality preducts and services gives our business

customers a value that is unmatched in our industry.

In addition to our stall of highly skilled relationship managers and business

bankers, each of our nine regions is run by a regional president focused on commercial

banking. Their responsibility is 10 oversee our relationships with business clients, to ensure

that we are meeting the clients’ needs, and to remain personally accessible to those clients.

THE RESULTS HAVE BEEN IMPRESSIVE. Commercial loans and
leases grew 6% in 2007 and business deposits rose more than 7%.
FirsiMerit serves approximacely 37,000 commercial clients.

Qur philosophy is that strong relationships are tied closely
to the quality and range of products and services we offer. FirstMerit
is committed to providing a full range of high-quality products that
meet our clients’ needs, and we continue 1o work on improving our

capabilities to provide even greater value.

Recent product enhancements have included the introduction
of FirstMerit Complete Business Checking, a new suite of business
banking and small business loan products, FirstMerit e-deposit, image
lockbox, online check and statement imaging, and online international
trade and foreign currency services. We also focus on personal banking
services for business owners and their families, as well as workplace

banking and benefits services for their employees.

This combination of outstanding value, superior service,
solid relationships, helpful advice, and quick decisicns — all backed
by a strong credit culture, robust portfolio management, and excellent
back-office support — is what makes FirstMerit a valuable partner for

its commercial clients. [»

D More than 500,000 clinicians worldwide use medical information provided by
Lexi-Comp, Inc. to help improve patient outcomes, workflow efficiency and medi-
cation safety. FirstMerit has been a valuable partner with Lexi-Comp for 30 years,
delivering a variety of solutions for the company’s financial needs, including loans for

expanding the business.

Robert Kerscher (seated) ©  Steven Kerscher

Chief Executive Officer | President and Chief Operating Officer

Lexi-Comp i Lexi-Comp




Commercial-
loans and leases

grew 6% in 2007

and business deposits rose
more than
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Making

it happen

WEALTH MANAGEMENT IS TAKING A TEAM APPROACH to meel our clienis'
needs and achieve strength, stability, and growth of their assets,

We are making that happen with our newly established wealth management
teams consisting of individuals from all disciplines and specialties - including private
banking, brokerage services, porifolio management, insurance, and more — so that our
clients can betier benefit from the full range of our expertise. The goal of these teams is
to build a personal and focused relationship and strengthen our role as the advisor of
choice for each of our wealth management clients.

This change was based on research we commissioned which showed that clients
desire stronger relationships, targeted advice, better communication, and greater access
to those involved with their accounts. The result is an organization that is more {lexible
and effective in making our clients’ goals a reality.

The team appreach also extends 10 our investment management philosophy,
where we have access to a wide range of best-of-class money managers so we can select
the right option on our clienis’ behalf. At year-end FirstMerit had $6.1 billion in assets
under managemerit and administration.

In 2008 our focus will be on cross-iraining our team
members to complement their existing knowledge with experience
from other areas. For example, our private bankers will learn more
about assel management and trust services, our assel management and
trust professionals will learn more about brokerage services, and so
on. This will create more familiarity among all team members with the
variety of services we ofler, and as a result they will be more effective
in serving our clients.

Qur objective is 0 become the best provider of wealth
management services in our market area. Our realigned organization
is an evolutionary change designed to better deliver what our clients
want and need. [)

page 9

l> Hy-Tek Material Handling, Inc. partners with clients to integrate the best con-
veyor, pallet rack, lift truck, automated mobile equipment and technology
options to meet their goals. Similarly, its long-standing partnership with the
FirstMerit team helps Hy-Tek achieve its own goals, including reducing the
cost of business, FirstMerit also offers the Hy-Tek family of employees persona}
and private banking services, financing and credit package options.

Sam Grooms
President
Hy-Tek Material Handling, Inc.




Making

it real

OUR RETAIL BANKING CUSTOMERS SPOKE AND WE LISTENED. FirstMerits
Reality Checking, introduced in 2007, is our response to what consumers tell us they
want from a bank. li reflects our commitment to be the best bank, with products and
services that meet the needs and desires of today’s busy consumer.

We are making it real for those consumers by offering a product and experience

that treats them fairly, rewards their loyalty, and does not “nickel-and-dime” them with
excessive fees. They want their banking to be easier — which means easier access to their
money, easier Lransactions, and easier to do business with just one bank — and that’s what
Reality Checking does.

Our innovative Reality Checking leads our industry in the
value it provides our customers. And beyond checking, we also have
developed industry-leading products to enhance our savings, gift
card and morgage offerings, and to promote broader and stronger
relationships with the bank. In addition, recognizing the chal-
lenges of the mortgage and housing markets today, we ofler free mortgage
advice and assistance for homeawners who are concerned about their
current situation, whether or not they are customers of the bank.

FirstMerit has always enjoyed high marks in customer
satisfaction. That was confirmed in the 2007 Retail Banking Satisfaction
Study™ conducted by ].D. Power and Associates. FirstMerit outranked
all banks it competes with and compared favorably with much larger
national financial institutions in a range of customer satisfaction
measures. In addition, FirstMerit ranked second nationally in customer
loyalty (percentage of reiail customers who say they are not likely 1o
switch banks).

For 2008 we plan 10 innovate further by building new branches with new and
exciting concepts, including some with extended hours for better convenience. We will
conlinue to pursue our stralegy ol growing organically, expanding relationships with
our customers, and providing industry-leading products and services. At FirstMerit we
innovate for the benefit of our customers. [

D Art and craft enthusiasts in Ohio and Pennsylvania value the dedication
to customer needs and high-quality products and services that Pat Catan's
stores have provided since 1954. The company and members of its founding
family look to FirstMerit for a wide range of financial products and services,
supported by FirstMerit's conveniently located branches within Pat Catan’s
geographic footprint.

Michael Catanzarite
Co-Chief Executive Officer
Pat Catan’s
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Making

a difference

FOR ALL OF US QUR COMMUNITY IS NOT ONLY THE PLACE WE LIVE AND WORK,
it is also a source of pride. FirstMerit is proud of our communities, and proud of what
we are doing to make them better.

Making a difference by giving back to the community is a tradition for FirstMerit
and its employees. In 2006 we created the FirstMerit Foundation to lead the corpora-
tion’s philanthropic activities, which average $1.3 million annually. The Foundations
mission is to support [inancial literacy and education, community and economic
development, affordable housing, education, health and social services, arts and
culware, and recreational activities that improve the quality of life in our communities.

D In 2007

our employees were personally involved with

more than 600

local non-profit organizations.

In 2007, its first full year ol giving, the Foundation became
actively involved in supporting a variety of community initiatives
and organizations. More than 4 million people were served through
Foundation awards during the year to organizations such as the
United Way, Boy Scouts of America, All-American Soap Box Derby,
Holidayfest in downtown Akron, the National Inventors Hall of Fame,
and the Urban Leagues of Akron and Cleveland.

In addition to the Foundations efforts, FirstMerits Community Reinvestment
Act (CRA) initiatives include partnerships with non-profit organizations to provide
affordable housing in our communities. Qur goal is Lo increase the amount ol high-quality,
affordable housing in the hope that such progress will spur additionai development to
further enhance the quality of life in our communities. In 2007 FirstMerit reinvested more page 13
than $135 million toward alfordable housing initiatives. This resulied in the construction
of more than 171 new units of affordable housing throughout our service area.

FirstMerit employees cortinue to be actively involved in the communities in
which we live and work. In 2007 our empleyees were personally involved with more
than 600 different local non-profit organizations such as the United Way, Boys and Girls
Clubs, Habitat for Humanity and the Urban League.
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Performance Graph

Set forth below is a line graph comparing the yearly percentage change in the cumulative total shareholder return
on FirstMerit’s Common Stock against the cumulative return of the Nasdaq Banks Index, the Nasdaq Index and the
S&P 500 Index for the period of five fiscal years commencing December 31, 2002 and ended December 31, 2007. The
graph assumes that the value of the investment in FirstMerit Common Stock and each index was $100 on December 31,
2002 and that all dividends were reinvested.

$400
—{1- FMER
—&— Nasdaq Banks
$300
—O— Nasdaq
. —0— S&P 500
$200 0
$100
$0 ) T T ] 1 T
2002 2003 2004 2005 2006 2007
2002 2003 2004 2005 20086 2007

FMER 100.00 | 130.79 | 143.09 | 13560 | 132.56 | 116.26

Nasdaq Banks!" 100.00 | 13259 | 150.40 | 147.42 | 167.54 | 134.67

Nasdaq 100.00 | 150.64 | 164.35 | 167.78 | 185.12 | 204.80

S&P 500 100.00 | 128.36 | 142.14 | 149.01 | 172.27 | 181.72

W) This is an Index of the Center for Research in Security Prices (CRSP®) and includes all companies listed on the Nasdaq Stock
Market as companies within the SI codes of 602 and 671, which codes designate commercial banks, bank holding companies
and certain other financial institution holding companies.




PART I

ITEM 1. BUSINESS
BUSINESS OF FIRSTMERIT
Overview

Registrant, FirstMerit Corporation (“FirstMerit” or the “Corporation™}, is a $10.4 billion bank helding company
organized in 1981 under the laws of the State of Ohio and registered under the Bank Holding Company Act of 1956, as
amended (the “BHCA"). FirstMerit’s principal business consists of owning and supervising its affiliates. Although
FirstMeril directs the overall policies of iis affiliates, including lending practices and financial resources, most
day-to-day affairs are managed by their respective officers. The principal executive offices of FirstMerit are located
at [Tl Cascade Plaza, Akron, Ohio 44308, and its telephone number is (330) 996-6300.

Al December 31, 2007, FirstMerit Bank, N.A. (“FirstMerit Bank™), one of the Corporation’s principal subsid-
iaries, operated a network of 159 full service banking offices and 176 autemated teller machines. Its offices span a
total of 26 counties in Ohio, including Ashland, Ashtabula, Crawford, Cuynhoga, Delaware, Erie, Fairfield, Franklin,
Geauga, Holmes, Huron, Knox, Lake, Lorain, Lucas, Madison, Medina, Poriage, Richland, Sandusky, Seneca, Stark,
Summit, Wayne and Wood Counties, and Lawrence County in Pennsylvania. In its principal market in Northeastern
Ohio, FirstMerit serves nearly 558,444 households and businesses in the 16th largest consolidated metropolitan
statistical area in the country (which combines the primary metropolitan statistical areas for Cleveland, Lorain/Elyria
and Akron, Ohio). FirsiMerit and its direct and indirect subsidiaries had approximately 2,755 employees at
December 31, 2007,

Subsidiaries and Operations

Through its subsidiaries, FirstMeril operates primarily as a line of business banking organization, providing a
wide range of banking, fiductary, financial, insurance and invesiment services to corporate, institutional and
individual customers throughout northem and central Ohio, and western Pennsylvania. FirstMerit’s banking sub-
sidiary is FirstMerit Bank.

Prior to 2007, the Corporation managed its operations through the major line of business “Supercommunity
Banking.” To improve revenue growth and profitability as well as enhance relationships with customers, the
Corporation moved to a line of business model during the first quarter of 2007. The major lines of business are
Commercial, Retail, Wealth and Other. Accordingly, prior period information has been reclassified to reflect this
change. Note 15 (Segment Information) to the consolidated financial statements provides performance data for these
lines of business.

Other services provided by FirstMerit Bank or its affiliates include automated banking programs, credit and debit
cards, rental of safe deposit boxes, letters of credit, leasing, secufities brokerage and life insurance products.
FirstMerit Bank also operates a trust department, which offers estate and trust services. The majority of its customers is
comprised of consumers and small and medium size businesses, FirstMerit Bank is not engaged in lending outside the
conlinental United States and is not dependent upon any one significant customer or specific industry.

FirstMerit’s non-banking direct and indirect subsidiaries provide insurance sales services, credit life, credit
accident and health insurance, securities brokerage services, equipment lease financing and other financial services.

FirstMerit’s principal direct operating subsidiary other than FirsiMerit Bank is FirsiMerit Community Devel-
opment Corporation. FirstMerit Community Development Corporation was organized in 1994 to further FirstMerit’s
efforts in identifying the credit needs of its lending communities and meeting the requirements of the Community
Reinvestment Act (“CRA™). Congress enacted the CRA 10 ensure thal financial institutions meet the deposit and credit
needs of their communities. Through a community development corporation, financial institutions can fulfill these
requirements by nontraditional activities such as acquiring, rehabilitating or investing in real estate in low to moderate
income neighborhoods, and promoting the development of small business.

FirstMerit Bank is the parent corporation of 14 wholly-owned subsidiaries a complete list of which is set forth in
Exhibit 21 filed as an attachment to this Annual Report on Form 10-K. FirstMerit Morigage Corporation located in




Canton, Ohio, originates residential mortgage loans and provides morigage loan servicing for itself and FirstMerit
Bank. 1n 1993, FirstMerit Credit Services {“FirstMerit Credit Services”) and FirstMerit Securities, Inc. (“FirstMerit
Securilies”) were organized. FirstMerit Credit Services Company formerly conducted business as FirstMerit Leasing
and provides lease financing and related services, while FirstMerit Securities, Inc. offers securities brokerage services
10 customers of FirstMerit Bank and other FirstMerit subsidiaries.

FirstMerit Bank is the parent corporation of Mobile Consultants, Inc. (“MCI”), which formerly conducted
business as a broker and servicer of manufactured housing finance contracts. FirstMerit Bank announced in 2001 that
it had ceased making new manufactured housing loan eriginations through MCI, and in, 2003, FirstMerit Bank sold its
remaining portfolio of manufactured housing loans and assigned all related servicing obligations. MCI continues to
wind up business and sprovides servicing for a diminishing pool of contracts issued previously in connection with
cerlain correspondent bank relationships and programs.

FirstMerit Bank is also the parent corporation of FirstMerit Insurance Group, Inc., FirstMerit Insurance Agency,
Inc. a life insurance and financial consulting firm an insurance agency licensed to sell life insurance products and
annuities, FirstMeril Title Agency, Inc. and FirstMerit Mortigage Reinsurance Company, Inc.

Although FirstMerit is a corporate entily legally separate and distinct from its affiliates, bank holding companies
such as FirstMerit, which are subject to the BHCA, are expecied to act as a source of financial strength for their
subsidiary banks. The principal source of FirstMerit’s income is dividends from its subsidiaries. There are certain
regulatory restrictions on the extent to which financial institution subsidiaries can pay dividends or otherwise supply
funds to FirstMerit. Additional information regarding FirstMerit’s business is included in Management’s Discussion
and Analysis of Financial Condition and Results of Operations.

Possible Transactions

FirstMerit considers from time to time possible acquisitions of other financial institutions and financial services
companies. FirstMerit also periodically acquires branches and deposits in its principal markets. FirstMerit’s strategy
for growth includes strengthening market share in its exisling markets, expanding into complementary markets and
broadening its product offerings.

Competition

The financial services industry remains highly competitive. FirstMerit and its subsidiaries compete with other
local, regional and national providers of financial services such as other bank holding companies, commercial banks,
savings associations, credit unions, consumer and commercial finance companies, equipment leasing companies,
brokerage institutions, money market funds and insurance companies. Primary financial institution competitors

include National City Bank, Key Bank, Huntington Bank, US Bank and Fifth Third Bank.

Under the Gramm-Leach-Bliley Act, effective March 11, 2000 (“GLBA”), securities firms and insurance
companies that elect to become financial holding companies may acquire banks and other financial institutions.
GLBA continues to change the competitive environment in which FirstMerit and its subsidiaries conduct business and
thereby engage in broader activities than previously allowed for bank holding companies under the BHCA.

Mergers between financial institutions within and outside of Ohio continue to add competitive pressure.
FirstMerit competes in its markets by offering high quality personal services at a competitive price.

PROMPT FILINGS

This report on Form 10-K has been posted on the Corporation’s website, wune.firstmerit.com, on the date of filing
with the Securities and Exchange Commission (“SEC”), and the Corporation intends to post all future filings of its
reports on Forms 10-K, 10-Q) and 8-K on its website on the date of filing with the SEC in accordance with the prompt
nolice requirements of the SEC.
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REGULATION AND SUPERVISION

Introduction

+

FirstMerit, its national banking subsidiary FirstMerit Bank, and many of its nonbanking subsidiaries are subject
1o extensive regulation by federal and state agencies. The regulation of bank holding companies and their subsidiaries
is intended primarily for the protection of depositors, federal deposit insurance funds and the banking system as a
whole and not for the protection of security holders. This regulatory environment, among other things, may restrict
FirstMerit’s ability to diversify into certain areas of financial services, acquire depository institutions in certain
markets and pay dividends on its capital stock. It also may require FirstMerit to provide financial support to its
banking subsidiary, maintain capital balances in excess of those desired by management and pay higher deposit
insurance premiums as a result of the delerioration in the financial condition of depository institutions in general.

On November 20, 2006, the Company announced that FirstMerit Bank executed a “Stipulation and Consent to the
Issuance of a Consent Order,” with its primary federal regulator, the Office of the Comptroller of the Currency
(*OCC™), consenting to the issuance of a Consent Order by the OCC, Statements in this report concerning statutory or
regulatory provisions or their impact on the Corporation and its operations are not intended to be comprehensive and
are qualified by reference 1o such statutory or regulatory provisions and, to the extent applicable, to cur formal writien
agreement with the OCC.

Regulatory Agencies

Bank Holding Company.  FirstMerit, as a bank holding company, is subject to regulation under the BHCA and to
inspection, examination and supervision by the Board of Governors of the Federal Reserve System (“Federal Reserve

Board™) under the BHCA.

Subsidiary Bank. FirstMerit Bank is subject to regulation and examination primarily by the OCC and
secondarily by the Federal Deposit Insurance Corporation (“FDIC”).

Nonbank Subsidiaries. Many of FirstMerit's nonbank subsidiaries also are subject to regulation by the Federal
Reserve Board and other applicable federal and state agencies. FirstMerit’s brokerage subsidiary is regulated by the
SEC, the National Association of Securities Dealers, Inc, and state securities regulators. FirstMerit’s insurance
subsidiaries are subject to regulation by applicable state insurance regulatory agencies, Other nonbank subsidiaries of
FirstMerit are subject to the laws and regulations of both the federal government and the various states in which they
conduct business.

Securities and Exchange Commission and NASDAQ. FirstMerit is also under the jurisdiction of the SEC and
certain slate securilies commissions for matiers relating to the offering and sale of its securities. FirstMerit is subject o
disclosure and regulatory requirements of the Securities Act of 1933, as amended, and the Securities Exchange Act of
1934, as amended, as administered by the SEC, FirstMerit is listed on The NASDAQ Stock Market LLC (“NASDAQ™)
under the trading symbol “FMER,” and is subjeci to the rules of NASDAQ.

Bank Holding Company Activities

The BHCA requires prior approval by the Federal Reserve Board for a bank holding company to acquire more
than a 5% interest in any bank. Factors 1aken into consideration in making such a determination include the effect of
the acquisition on competition, the public benefits expected to be received from the acquisition, the projected capital
ratios and levels on a post-aequisition basis, and the acquiring institution’s record of addressing the credit needs of the
communities il serves,

The BHCA, under the Riegle-Neal Interstate Banking and Branching Act {(“Riegle-Neal Act™), also governs
interstate banking. The BHCA allows interstate bank acquisilions and intersiate branching by acquisition and mergers
in those states that had not opted out of such transactions on or by January 1, 1997,

The BHCA restricts the nonbanking activilies of FirstMerit to those determined by the Federal Reserve Board to
be financial in nalure, or incidental or complementary to such financial activity, without regard to territorial
restrictions. Transactions among FirstMerit Bank and its affiliates are also subject to certain limitations and
restrictions of the Federal Reserve Board.




The Sarbanes-Oxley Act of 2002 effected broad reforms to areas of corporate governance and financial reporting
for public companies under the jurisdiction of the SEC. Significant additional corporate governance and financial
reporting reforms have since been implemented by NASDAQ, and apply to FirstMerit. FirstMerit has stongeorporale
governance policies and practices, including an Audit Committee Charter, a Compensation Commitiee Charter,
Corporate Governance Guidelines, Corporate Governance and Nominating Committee Charter, and Code of Business
Conduct and Ethics. The Board of Directors reviews FirstMerit’s corporate governance practices on a continuing basis.
These and other corporate governance policies have been provided previously to shareholders and are available, along
with other information on the Corporation’s corporate governance practices, on the FirsiMerit website at
www.firstmerit.com.

As directed by Section 302(a) of the Sarbanes-Oxley Aect, FirstMerit’s chief executive officer and chief financial
officer are each required to certify that the Corporation’s Quarterly and Annual Reports do not contain any untrue
statement of a material fact. The rules have several requirements, including having these officers certify that: they are
responsible for establishing, maintaining, and regularly evaluating the effectiveness of FirstMerit’s internal controls,
they have made certain disclosures about the Corporation’s internal controls to its auditors and the audit committee of
the Board of Directors, and they have included information in FirstMerit’s Quarterly and Annual Reporis about their
evaluation and whether there have been significant changes in internal conirels or in other factors that could
significantly affect internal controls subsequent to the evaluation.

The adoption of GLBA also represented a significant change in the financial services industry. GLBA repealed
many of the provisions of the Glass-Steagall Act in order to permit commercial banks, among other things, to have
affiliates that engage in securities brokerage activities and make merchant banking investments in accordance with
certain restrictions. The most recent change under CLBA was the adoption of Regulation R in 2007, relating to the
scope of securities agency activities banks may conduct without registering as brokers with the SEC. GLBA authorizes
bank holding companies that meel certain requirements to operate as a new type of financial holding company and
offer a broader range of financial products and services than are generally permitted by banks themselves. FirstMerit
has not elected to become a financial holding company under this new regulatory framework.

In Decentber 2004, the Federal Reserve announced a revision of its bank holding company rating system,
effective January 1, 2005, to align the system more closely with current supervisory practices. The revised system
emphasizes risk management, introduces a framework for analyzing and rating financial factors, and provides a
framework for assessing and rating the potential impact of non-depository entities of a holding company on its
subsidiary depository institulion(s). A composite rating is assigned based on the foregoing three components, but a
fourth component is also rated, reflecling generally the assessment of depository institution subsidiaries by their
principal regulators. Ratings are made on a scale of 1 1o 5 {1 highest) and, like current ralings, are not made public.

Dividends and Transactions with Affiliates

FirstMerit is a legal entity separate and distinet from its subsidiary bank and other subsidiaries. FirstMerit’s
principal source of funds to pay dividends on its common shares and service its debt is dividends from these
subsidiartes. Various federal and state slatutory provisions and regulations limit the amount of dividends that
FirstMerit Bank may pay to FirstMerit without regulatory approval. FirstMerit Bank generally may not, without prior
regulatory approval, pay a dividend in an amount greater than its undivided profits. In addition, the prior approval of
the OCC is required for the payment of a dividend if the total of all dividends declared in a calendar year would exceed
the 1otal of its net income for the year combined with its retained net income for the wo preceding years. If, in the
opinion of the applicable regulatory authority, a bank under its jurisdiction is engaged in or is aboul to engage in an
unsafe or unsound practice, such authority may require, after notice and hearing, that such bank cease and desisl from
such practice. Depending on the financial condition of the bank, the applicable regulatory authority might deem the
bank to be engaged in an unsafe or unsound practice if the bank were to pay dividends, The Federal Reserve Board and
the OCC have issued policy statements that provide that insured banks and bank holding companies should generally
only pay dividends out of current operating earnings. Thus the ability of FirstMerit Bank to pay dividends in the future
is currently influenced, and could be further influenced, by bank regulatory policies and capital guidelines.

Under current Federal Reserve Board policy, FirstMerit is expecled to act as a source of linancial and managerial
strength to its subsidiary bank and, under appropriate eircumstances, to commit resources to support such subsidiary
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bank. This support could be required at times when FirsiMerit might not have the resources to provide it. In addition,
the OCC may order the pro rata assessment of FirstMerit if the capital of its national bank subsidiary were 10 become
impaired. If FirstMerit failed to pay the assessment timely, the OCC could order the sale of its stock in the national
bank subsidiary to cover the deficiency.

FirstMerit's banking subsidiary is subject to restrictions under federal law that limit the transfer of funds or other
items of value to FirstMerit and its nonbanking subsidiaries, including affiliates, whether in the form of loans and other
extensions of credit, inveslments and assel purchases, or as other transactions involving the transfer of value from a
subsidiary 1o an alfiliate or for the henefit of an affiliate. Moreover, loans and extensions of credit to affiliates generally
are required 1o be secured in specified amounts, A bank’s transactions with its nonbank affiliates also are generally
required 1o be on arm’s-length terms.

Capital loans from FirstMerit 10 its subsidiary bank are subordinate in right of payment to deposits and certain
other indehtedness of the subsidiary bank. In the event of FirstMerit’s bankruptey, any commitment by FirstMerit to a
federal bank regulatory agency 1o maintain the capital of a subsidiary bank will be assumed by the bankruptey trustec
and entitled to a priority of payment.

The Federal Deposit Insurance Act provides that, in the event of the “liquidation or other resolution™ of an
insured depository institution such as FirstMerit Bank, the insured and uninsured depositors, along with the FDIC,
will have priority in payment ahead of unsecured, nondeposit creditors, including FirstMerit, with respect to any
extensions of credit they have made to such insured depository institution.

Capital Requirements

General.  FirstMerit is subject 1o risk-based capital requirements and guidelines imposed by the Federal
Reserve Board. These are substantially similar to the capital requirements and guidelines imposed by the OCC and the
FDIC on the depository institutions under their jurisdictions. For this purpose, a depository institution’s or holding
company’s assets, and some of its specified off-balance sheet commitments and obligations, are assigned to various
risk categories. A depository institution’s or holding company’s capital, in turn, is classified in one of three tiers,
depending on type: core (“Tier 17) capital, supplementary (“Tier 2”) capital, and market risk (“Tier 3) capital. Tier |
capital includes common equily, qualifying perpetual preferred equity, and minority interests in the equity accounts of
consolidated subsidiaries less certain intangible assets {(including goodwill} and certain other assets, Tier 2 capital
includes qualifying hybrid capital instruments and mandatory convertible debt securities, perpetual preferred equity
not meeting Tier 1 capital requirements, qualifying term subordinated debt, medium-term preferred equity, certain
unrealized holding gains on certain equity securities, and the allowance for loan and lease losses. Tier 3 capital
includes qualifying unsecured subordinated debt. Information concerning FirstMenit’s regulatory capital requirements
is set forth in Note 21 to the consolidated financial statements, and in “Capital Resources™ under Item 7.

Federal Reserve Board, FDIC and OCC rules require FirsiMerit to incorporate market and interest rate risk
components into its risk-based capital standards. Under these market risk requirements, capital is allocated to support
the amount of market risk related to a financial institution’s ongeing trading activities.

The Federal Reserve Board may set capital requirements higher than the minimums described previously for
holding companies whose circumslances warrant it. For example, holding companies experiencing or anticipating
significant growth may be expected 1o maintain capital positions substantially above the minimum supervisory levels
without significant reliance on intangible assets. The Federal Reserve Board has also indicated that it will consider a
“tangible Tier 1 capital leverage ratio” {deducting all imtangibles) and other indications of capital strength in
evaluating proposals for expansion or new activities.

FirstMerit Bank is subject to similar risk-based and leverage capital requirements adopted by its applicable
federal banking agency. FirstMerit’s management believes that FirstMerit Bank meets all capital requirements to
which it is subject. Failure to meet capital requirements could subject a bank 1o a variety of enforcement remedies,
including the termination of deposit insurance by the FDIC, and 1o restrictions on its business as described below.

Federal law permits the OCC to order the pro rata assessment of shareholders of a national bank whose capital
stock has become impaired, by losses or otherwise, to relieve a deficiency in such national bank’s capital stock. This
stalute also provides for the enforcement of any such pro rata assessment of shareholders of such national bank to cover
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such impairment of capital stock by sale, to the extent necessary, of the capilal stock owned by any assessed
shareholder failing to pay the assessment. As the sole shareholder of FirstMerit Bank, the Corporation is subject 1o
such provisions.

The Federal Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”), among other things, identifies
five capital categories for insured depository institutions: well capitalized, adequaltely capitalized, undercapitalized,
significantly undercapitalized and critically undercapitalized. Tt requires U.S. federal bank regulatory agencies to
implement systems for “prompt corrective action” for insured depository institutions that do not meet minimurn capital
requirements based on these categories. FDICIA imposes progressively more restrictive constraints on operations,
managemenl and capital distributiens, depending on the category in which an institution is classified.

FirstMerit believes that its bank subsidiary was well capitalized at December 31, 2007, based on these prompt
corrective aclion ratios and guidelines. A bank’s capital category is determined solely for the purpose of applying the
OCC’s (or the FDIC's) prompt corrective action regulations, and the capital calegory may not constitute an accurate
representation of the bank’s overall financial condition or prospects for other purposes.

Deposit Insurance

On February 8, 2006, the President signed the Federal Deposit Insurance Reform Act of 2005 (the “Reform Act™)
into law. Under the Reform Act, the Bank Insurance Fund and the Savings Association Insurance Fund merged into a
new fund, the Deposit Insurance Fund (“DIF”). Final rules under the Reform Act became effective in 2007, which
established a base assessment schedule for DIF premiums. Under the final rules, insurance premium assessments for
hanks with aver $10 billion in assets will be determined by factors including the bank’s CAMEL component ratings
and, if available, long-term debt issuer ratings. The final rules also provide that the FDIC will apply an assessment
credit to offset 1009 of a bank’s premium charge in 2008, 2009 and 2010 until it is exhausted. Based on ils current
CAMEL ratings and deposit balances, FirstMerit expects that its credit will be exhausted in 2009 and to incur FDIC
insurance assessments of $0.8 million in 2008 and $4.8 million in 2009.

Changes in the insurance assessment rate could have a material adverse effect on FirstMerit’s earnings. The FDIC
is authorized to terminate a depository institution’s deposit insurance upon a finding by the FDIC that the institution’s
financial condition is unsafe or unsound or that the institution has engaged in unsafe or unsound practices or has
violated any applicable ruie, regulation, order or condition enacted or imposed by the institulion’s regulatory agency.
The termination of deposit insurance {or FirstMerit’s subsidiary depository institution could have a material adverse
effect on FirstMerit’s earnings.

All FDIC-insured depository institutions must pay an annual assessment to provide funds for the payment of
interest on bonds issued by the Financing Corporation, a federal corporation chartered under the authority of the
Federal Housing Finance Board. The bonds, commonly referred to as FICO bonds, were issued to capitalize the
Federal Savings and Loan Insurance Corporation. The FICO assessments are adjusled quarterly to reflect changes in
the assessment bases of the FDICs insurance funds and do not vary regardless of a depository institution’s
capitalization or supervisory evaluations.

Fiscal and Monetary Policies

FirstMerit’s business and earnings are affected significantly by the fiscal and monetary policies of the federal
government and its agencies. FirstMeril is particularly affected by the policies of the Federal Reserve Board, which
regulates the supply of money and credit in the United States. Among the instruments of monetary policy available to
the Federal Reserve are (a) conducting open market operations in United States government securities, (b) changing
the discount rates of borrowings of depository institutions, (c) imposing or changing reserve requirements against
depository institutions’ deposits, and (d) imposing or changing reserve requirements against certain borrowing by
banks and their affiliales. These methods are used in varying degrees and combinations to affect directly the
availability of bank loans and deposits, as well as the interest rates charged on loans and paid on deposits. For that
reason alone, the policies of the Federal Reserve Board have a material effect on the earnings of FirstMerit.
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Privacy Provisions of Gramm-Leach-Bliley Act

Under GLBA, federal banking regulators were required to adopt rules that limit the ability of banks and other
financial institutions to disclose non-public information about consumers to nonaffiliated third parties. These
limitations require disclosure of privacy policies to consumers and, in some circumstances, allow consumers to
prevent disclosure of certain personal information to a nonaffiliated third party.

USA Patriot Acl

The USA Patriol Act of 2001 and its related regulations require insured depository institutions, broker-dealers,
and certain other financial institutions to have policies, procedures, and controls to detect, prevent, and report money
laundering and terrorist financing. The statute and its regulations also provide {or information sharing, subject to
conditions, between federal law enforcement agencies and financial institutions, as well as among financial
institutions, for counter-lerrorism purposes. Federal banking regulators are required, when reviewing bank holding
company acquisition and bank merger applications, to take into account the effectiveness of the anti-money
laundering activities of the applicants.

Future Legislation

Various legislation affecting financial institutions and the financial industry is from time to time introduced in
Congress. Such legislation may change banking statutes and the operating environment of FirstMerit and its
subsidiaries in substantial and unpredictable ways, and could increase or decrease the cost of doing business, limit
or expand permissible activities or affect the competitive balance depending upon whether any of this potential
legislation will be enacted, and if enacted, the effect that it or any implementing regulations, would have on the
financial condition or results of operations of FirstMerit or any of its subsidiaries.

Summary

To the extent that the previous information describes statutory and regulatory provisions applicable to the
Corporation o its subsidiaries, including the Consent Order, it is qualified in its entirety by reference to the full text of
those provisions or agreement. Also, such statutes, regulations and policies are continually under review by Congress
and state legislatures and federal and state regulatory agencies and are subject to change at any time. Any such change
in statutes, regulations or regulatory policies applicable to FirstMerit could have a material effect on the business of
FirstMerit.

ITEM 1A. RISK FACTORS

Changes in interest rates could have a material adverse effect on our financial condition and results
of operations.

Our earnings depend substantially on our interest rate spread, which is the difference between (i) the rates we
earn on loans, securities and other earning assets and (if) the interest rates we pay on deposits and other horrowings.
These rates are highly sensitive to many factors beyond our control, including general economic conditions and the
policies of various governmental and regulatory authorities. As market interest rates rise, we will have competitive
pressures to increase the rates we pay on deposits, which will result ina decrease of our net interest income and could
have a material adverse effect on our financial condition and results of operations.

Our earnings are significantly affected by the fiscal and monetary policies of the federal government
and its agencies.

The policies of the Federal Reserve Board impact us significantly. The Federal Reserve Board regulates the
supply of money and credit in the United States. Its policies directly and indirectly influence the rate of interest earned
on loans and paid on borrowings and interest-bearing deposils and can also affect the value of financial instruments we
hold. Those policies determine to a significant extent our cost of funds for lending and investing. Changes in Lhose
policies are beyond our control and are difficuli to predict. Federal Reserve Board policies can also affect our
borrowers, potentially increasing the risk that they may fail to repay their louns. For example, a tightening of the money
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supply by the Federal Reserve Boand could reduce the demand for a borrower’s products and services. This could
adversely affect the borrower’s eamings and ability 1o repay ils loan, which could have a material adverse effect on our
financial condition and resulls of operations.

Changes in economic and political conditions could adversely affect our earnings, as our borrowers’
ability to repay loans and the value of the collateral securing our loans decline.

Qur success depends, to a cerlain extent, upon economic and political conditions, local and national, as well as
governmental monetary policies. Conditions such as inflation, recession, unemployment, changes in interest rates,
money supply and other factors beyond our control may adversely affect our asset quality, deposit levels and loan
demand and, therefore, our eamings. Because we have a significant amount of real estate loans, decreases in real
estate values could adversely affect Lthe value of property used as collateral. Adverse changes in the economy may also
have a negative effect on the ability of our borrowers to make timely repayments of their loans, which would have an
adverse impact on our earnings. In addition, substantially all of our loans are to individuals and businesses in Ohio.
Consequently, any decline in the economy of this market area could have a materially adverse effect on our financial
condition and results of operations,

The subprime lending crisis and the rate of mortgage loan foreclosures has negatively impacted the
banking industry and financial markets generally.

Delinquencies and foreclosure rates for subprime morigages have increased significantly in recent months,
adversely affecting housing prices, weakening the housing market, and negatively impacting the financial and capital
markets generally and banking industry segments more specifically. While FirstMerit believes it has offered
adjustable rate mortgage products in a safe and sound manner, the subprime lending crisis and its various negative
effects could have a material adverse effect on our performance and profitability.

Terrorism, acts of war or international conflicts could have a material adverse effect on our finun-
cial condition and results of eperations,

Acis or threats of war or lerrorism, international conflicts, including ongeing military operations in lraq and
Afghanistan, and the actions taken by the United States and other governments in response to such evenls could
negatively impact general business and economic conditions in the United States. If terrorist activity, acts of war or
other international hostilities cause an overall economic decline, our financial condition and operating results could
be matenally adversely affected. The potential for future terrorist altacks, the national and international responses to
terronist atlacks or pereeived threats to national security and other aciual or potential conflicts or acts of war, including
conflict in the Middle East, have created many economic and political uncertainties thai could seriously harm our
business and results of operations in ways that cannot presently be predicted.

The primary source of our income from which we pay dividends is the receipt of dividends from
FirstMerit Bank.

The availability of dividends from FirstMerit Bank is limited by various statutes and regulations. It is possible,
depending upon the financial condition of FirstMerit Bank and other factors, that the OCC could assert that payment of
dividends or other payments is an unsafe or unsound practice. In addition, the payment of dividends by other
subsidiaries is also subject to the laws of the subsidiary’s state of incorporation, and FirstMerit's right to participate in a
distribution of assels upon a subsidiary’s liquidation or reorganization is subject 10 the prior claims of the subsidiary’s
creditors. In the event that FirstMerit Bank was unable to pay dividends to us, we in turn would likely have to reduce or
stop paying dividends on our commeon shares. Our failure to pay dividends on our common shares could have a material
adverse effect on the market price of our common shares.

If our actual loan losses exceed our allowance for credit losses, our net income will decrease.

Our loan customers may not repay their loans according to their terms, and the collateral securing the payment of
these loans may be insulfficient to pay any remaining loan balance. We may experience significant credit losses, which
could have a material adverse effect on our operating results. In accordance with accounting principles generally
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accepted in the United States, we maintain an allowance for credit losses to provide for loan defaults and non-
performance and a reserve for unfunded loan commitments, which when combined, we refer to as the allowance for
credit losses. Our allowance for loan losses may not be adequate to cover actual credit losses, and future provisions for
credit losses could have a material adverse effect on our operating results. Our allowance for loan losses is based on
prior experience, as well as an evaluation of the risks in the current portfolio, The amount of future losses is susceptible
to changes in economic, operating and other conditions, including changes in interest rates that may be beyond our
contro), and these losses may exceed current estimates. Federal regulatory agencies, as an integral part of their
examination process, review our loans and allowance for loan losses. We cannot assure you that we will not further
increase the allowance for loan losses or that regulators will not require us to increase this allowance. Either of these
occurrences could have a material adverse effect on our financial condition and results of operations.

We depend upon the accuracy and completeness of information about customers and counterparties.

In deciding whether to extend credit or enter into other transactions with customers and counterparties, we may
rely on information provided 10 us by customers and counterparties, including financial statements and other financial
information. We may also rely on representations of customers and counterparties as to the accuracy and completeness
of that information and, with respect to financial statements, on reports of independent auditors. For example, in
deciding whether 1o extend credit to a business, we may assume that the customer’s audited financial statements
conform with generally accepted accounting principles and present fairly, in all material respects, the financial
condition, results of operations and cash flows of the customer. We may also rely on the audit report covering those
financial statements. Our financial condition and results of operations could be negatively impacted to the extent we
rely on financial statements that do not comply with generally accepted accounting principles or that are materially
misleading.

Our erganizational documents and our regulated industry may have the effect of discouraging a
third party from making an acquisition of FirsiMerit by means of a tender offer, proxy contest or
othenwise.

Certain provision of our amended and restated articles of incorporation and amended and restated code of
regulations, as well as aspects of the BHCA and other governing statutes and regulations, may have the effect of
discouraging a tender offer or other takeover attempt not previously approved by our Board of Directors.

Government regulation can result in limitalions on our operations.

The financial services industry is extensively regulated. FirstMerit Bank is subject to extensive regulation,
supervision and examination by the OCC and the FDIC. As a holding company, we also are subject lo regulation and
oversight by the OCS. Federal and state regulation is designed primarily to protect the deposit insurance funds and
consumers, and not to benefit our shareholders. Such regulations can at times impose significant limitations on our
operations. Regulatory authorities have extensive discretion in connection with their supervisory and enforcement
activities, including the imposition of restrictions on the operation of an inslitution, the classification of assets by the
institution and the adequacy of an institution’s allowance for loan losses. Proposals to change the laws governing
financial institutions are frequently raised in Congress and before bank regulatory authorities. Changes in applicable
laws or policies could materially affect our business, and the likelihood of any major changes in the future and their
effects are impossible to determine. Moreover, it is impossible to predict the ultimate form any proposed legislation
might take or how it might affect us.

We are subject to examinations and challenges by tax authorities.

in the normal course of business, FirsiMerit and its subsidiaries are routinely subject to examinations and
challenges from federal and state tax authorities regarding the amount of taxes due in connection with investments we
have made and the businesses in which we have engaged. Recently, federal and state taxing authorities have become
increasingly aggressive in challenging tax positions taken by financial institulions. These tax positions may relate to
tax compliance, sales and use, franchise, gross receipts, payroll, property and income tax issues, including tax base,
apportionment and tax credit planning. The challenges made by 1ax authorities may result in adjustments to the timing
or amount of taxable income or deductions or the allocation of income antong tax jurisdictions. If any such challenges
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are made and are not resolved in our favor, they could have a material adverse effect on our financial condition and
results of operations.

Environmental lability associated with commercial lending could have a material adverse effect on
our business, financial condition and results of operations.

In the course of aur business, we may acquire, through foreclosure, commercial properties securing loans that are
in default. There is a risk that hazardous substances could be discovered on those properties. In this event, we could be
required to remove the substances from and remediate the properties at our cost and expense. The cost of removal and
environmental remediation could be substantial. We may not have adequate remedies against the owners of the
properties or other responsible parties and could find it difficult or impossible to sell the affected properties. These
evenis could have a material adverse effect on our financial condition and results of operation.

Our business strategy includes significant growth plans. Our financial cendition and results of oper-
ations could be negatively affected if we fail to grow or fail to manage our growth effectively.

We intend o continue pursuing a profitable growth strategy. Our prospects must be considered in light of the
risks, expenses and difficulties frequently encountered by companies in significant growth stages of development. We
cannot assure you that we will be able to expand our market presence in our existing markets or successfully enter new
markets or that any such expansion will not adversely affect our results of operations. Failure to manage our growth
effectively could have a material adverse effect on our business, future prospects, financial condition or results of
operations and could adversely affect our ability 10 successfully implement our business strategy. Also, if we grow more
slowly than anticipated, our operating results could be materially adversely affected.

QOur ability 1o grow successfully will depend on a variety of factors including the continued availability of
desirable business opportunilies, the competitive responses from other financial institutions in our market areas and
our abilily Lo manage our growth. While we believe we have the management resources and internal systems in place to
successfully manage our future growth, there can be no assurance growth opportunities will be available or growth will
be successfully managed.

We face risks with respect te future expansion.

We may acquire other financial institutions or parts of those institutions in the future and we may engage in de
novo branch expansion. We may also consider and enter into new lines of business or offer new products or services.
Acquisitions and mergers involve a number of expenses and risks, including:

» the time and costs associaled with identifying and evaluating potential acquisitions and merger targets;

* ihe eslimates and judgments used to evaluate credit, operations, management and market risks with respect to
the target institution may not be accurate;

* the time and costs of evaluating new markets, hiring experienced local management and opening new offices,
and the time lags between these activities and the generation of sufficient assets and deposits to support the
costs of the expansion;

* our ahility to finance an acquisition and possible dilution to our existing shareholders;

* the diversion of our management’s attention 1o the negoliation of a transaction, and the integration of the
operalions and personnel of the combining businesses;

* entry into new markets where we lack experience;
* the introduction of new products and services into our business;

* the incurrence and possible impairment of goodwill associated with an acquisition and possible adverse short-
term effects on our results of operations; and

* the risk of loss of key employees and customers.
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We may incur substantial costs to expand, and we can give no assurance such expansion will result in the levels of
profits we seek. There can be no assurance integration efforts for any future mergers or acquisitions will be successful.
Also, we may issue equity securities in connection with future acquisitions, which could cause ownership and
economic dilution to our current shareholders. There is no assurance that, following any future mergers or acquisitions,
our integration efforts will be successful or that, afier giving effect to the acquisition, we will achieve profits
compatable to or beiter than our historical experience.

Future sales of our common shares or other securities may dilute the value of our conunon shares.

In many situations, our Board of Directors has the authority, without any vote of our shareholders, to issue shares
of our authorized but unissued securities, including common shares authonized and unissued under our stock option
plans. In the future, we may issue additional securities, through public or private offerings, in order to raise additional
capital. Any such issuance would dilute the percentage of ownership interest of existing shareholders and may dilute
the per share book value of the common shares.

We operate in an extremely competitive market, and our business will suffer if we are unable to
compete effectively,

In our markel area, we encounter significant competition from other commercial banks, savings and loan
associations, credit unions, mortgage banking firms, consumer finance companies, securities brokerage firms,
insurance companies, money market mutual funds and other financial institutions. The increasingly competitive
environment is a result primarily of changes in regulation, changes in technology and produet delivery systems and the
accelerating pace of consolidation among financial service providers. Many of our competitors have substantially
greater resources and lending limits than we do and may offer services that we do not or cannot provide. Our ahility 10
maintain our history of strong financial performance and return on investment to shareholders will depend in part on
our continued ability to compete successfully in our market area and on our ability to expand our scope of available
financial services as needed 1o meet the needs and demands of our customers.

Consumers may decide not to use banks to complete their financial transactions.

Technology and other changes are allowing parties 1o complete financial transactions that historically have
involved banks at one or both ends of the transaction. For example, consumers can now pay bills and transfer funds
directly without banks. The process of eliminating banks as intermediaries, known as disintermediation, could result
in the loss of fee income, as well as the loss of customer deposits and income generated from those deposits

Loss of key employees may disrupt relationships with certain customers.

Our business is primarily relationship-driven in that many of our key employees have extensive customer
relationships. Loss of a key employee with such customer relationships may lead to the loss of business if the customers
were to follow thal employee 1o a competitor. While we helieve our relationship with our key producers is good, we
cannot guarantee that all of our key personnel will remain with our organization. Loss of such key personnel, should
they enter into an employment relationship with one of our competitors, could result in the loss of some of our
customers.

Impairment of geodwill or other intangible assets could require charges to earnings, which could
result in a negative impact on our results of operations.

Under current accounting standards, goodwill and certain other intangible assets with indeterminate lives are no
longer amortized bul, instead, are assessed for impairment periodically or when impairment indicators are present.
Assessment of goodwill and such other intangible assets could result in circumstances where the applicable intangible
asset is deemed Lo be impaired for accounting purposes. Under such circumstances, the intangible asset’s impairment
would be reflected as a charge to earnings in the period during which such impairment is identified.
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We may be exposed to liability under non-selicitation agreements to which one or more of our offi-
cers may be a party to with certain of our competitors.

From time to lime, we may hire employees who may be parties 10 non-solicitation or non-competition agreements
with one or more of our competitors. Although we expect that all such employees will comply with the terms of their
non-solicitation agreements, i1 is possible that if customers of our competitors chose to move their business to us, or
employees of our competitor seek employment with us, even without any action on the part of any employee hound by
any such agreement, that one or more of our competitors may chose to bring a claim against us and our employee.

The price of our common shares may be volatile, which may result in losses for shareholders,

The market price for our common shares has been volatile in the past, and several factors could cause the price to
fluctuate substantially in the future. These factors include:

. announlcemems of developments related 1o our business;

¢ fluctuations in our results of operations;

* sales of substantial amounts of our securilies into the markelplace;

* general conditions in our markets or the worldwide economy;

* & shortfall in revenues or earnings compared to securities analysts’ expectations;
* changes in analysts’ recommendations or prejections; and

* our announcement of new acyuisitions or other projects.

The market price of our common shares may fluctuate significantly in the future, and these fluctuations may he
unrelated to our performance. General market price declines or market volatility in the future could adversely affect
the price of our common shares, and the current market price may not be indicative of future market prices.

We may be a defendant in a variety of litigation and other actions, which may have a material
adverse effect on our financial condition and results of eperation.

FirstMerit and its subsidiaries may be involved from time to time in a variety of litigation arising out of its
business. Our insurance may not cover all claims that may be asserted against us, and any claims asserted against us,
regardless of merit or evenlual outcome, may harm our reputation. Should the ultimate judgments or settlements in any
litigation exceed our insurance coverage, they could have a material adverse effect on our financial condition and
results of operation. In addition, we may not be able to obtain appropriate types or levels of insurance in the future, nor
may we be able to obtain adequate replacement policies with acceplable terms, if at all.

Unauthorized disclosure of sensitive or confidential client or customer information, whether through
a breach of our computer systems or otherwise, could severely harm our business.

As part of our business, we coliect, process and retain sensitive and confidential client and customer information
on behalf of FirstMerit and other third parties. Despite the security measures we have in place, our facilities and
systems, and those of our third party service providers, may he vulnerable 10 security breaches, acts of vandalism,
compuler viruses, misplaced or lost data, programming andfor human errors, or other similar events. Any security
breach involving the misappropriation, loss or other unauthorized disclosure of confidential customer information,
whether by FirstMerit or by our vendors, could severely damage our reputation, expose us to the risks of litigation and
liability, disrupt our operations and have a material adverse effect on our business.

ITEM 1B. UNRESOLVED STAFF COMMENTS
N/A
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ITEM 2. PROPERTIES
FirstMerit Corporation

FirstMerit’s executive offices and certain holding company operational facilities, totaling approximately
101,096 square feet, are located in a seven-story office building at IIl Cascade in downtown Akron, Ohio. In early
2001, FirstMerit Bank sold its interest in the partnership which owned this building and entered into a five-year lease
for the building with the new, third parly owner. As part of the transaction, FirstMerit Bank was granted an option 1o
acquire the building. The building is the subject of a ground lease with the City of Akron as the lessor of the land.
During 2003, the Corporation consolidated the variable intcrest entity that holds the leasehold rights.

The facilities owned or leased by FirstMerit and its subsidiaries are considered by management to be adequate.
and neither the location nor unexpired term of any lease is considered material to the business of FirstMerit.

FirstMerit Bank

The principal executive offices of FirstMerit Bank are located in a 28-story office building at 106 South Main
Street, Akron, Ohio, which is owned by FirstMerit Bank. FirstMerit Bank Akron is the principal tenant of the building,
occupying approximalely 124,000 square feel of the building, The remaining portion is leased to tenants unrelated to
FirstMerit Bank. The properties occupied by 98 of FirstMerit Bank’s other branches are owned by FirstMeril Bank,
while the properties occupied by its remaining 61 branches are leased with various expiration dates. FirstMeril
Mortgage Corporation, FirstMerit Title Corporation, and certain of FirstMerit Bank’s loan operation and documen-
tation preparation activities are conducted in owned space in Canton, Ohio. There is no mortgage debt owing on any of
the above property owned by FirstMerit Bank. FirstMerit Bank also owns automated teller machines, on-line teller
terminals and other computers and related equipment for use in its business.

FirstMerit Bank also owns 15.5 acres near downtown Akron, on which FirstMerit's primary Operations Center is
located. The Operations Center is occupied and operated by FirstMerit Services Division, an operaling division of
FirstMerit Bank. The Operations Center primarily provides computer and communications technology-based services
to FirstMerit and its subsidiaries, and also markets its services 10 non-affiliated institutions. There is no mortgage debt
owing on the Operations Center property. [n connection with its Operations Center, the Services Division has a disaster
recovery center al a remote site on leased property. and leases additional space for activities related 1o its operations.

ITEM 3. LEGAL PROCEEDINGS

In the normal course of business, FirstMerit is at all times subject to pending and threatened legal actions, some
for which the relief or damages sought are substantial. Although FirstMerit is not able to predict the outcome of such
actions, alter reviewing pending and threatened actions with counsel, management believes that the outcome of such
actions will not have a material adverse effect on the results of operations or stockholders’ equity of FirstMerit.
Although FirstMerit is not able to predict whether the outcome of such actions may or may not have a material adverse
effect on results of operations in a particular future period as the time and amount of any resolution of such actions and
its relationship to the future results of operations are not known.

In October 2007, the Corporation, as a member bank of Visa U.S.A., Inc. received shares of restricted stock in
Visa, Inc. as a result of its participation in the global restructuring of Visa U.S.A., in preparation of for an initial public
offering by Visa. The Corporation and other Visa U.S.A. member banks are obligated 1o share in potential losses
resulting from certain indemnified litigation involving Visa (“Covered Litigation™). Visa announced on November 7,
2007 the settlement of the litigation that involved American Express and, accordingly, the Corporation recorded a
charge of $1.7 million for its proportionate share of this settlement. Additionally, on December 21, 2007, Visa filed its
annual report on Form 10-K with the SEC and reported that a litigation reserve related to the litigation involving
Discover had heen recorded, and accordingly, the Corporation also established a reserve of $0.6 million for its
proportionate share of this matter.

We understand that the SEC provided further guidance in December 2007 on the accounting treatment for the
contingent obligation to indemnify Visa under its bylaws (as those bylaws were modified at the time of the Visa
restructuring on October 3, 2007), for potential losses arising from indemnified litigation that has not yet heen settled,
clarifying that a member bank such as FirstMerit must recognize its obligation at ils established fair value.
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Management is aware that pursuant to the loss sharing and judgment sharing agreements executed with Visa, the
Corporation will have additional liabilities beyond the amounts acerued in the fourth quarter of 2007, The Corporation
15 not a named defendant in the pending Covered Litigation matters and has been unable 1o obtain relevant infermation
about the specific pending litigation matlers beyond American Express and Discover from representatives of Visa
upon which to make any additional assessments.

Visa has publicly stated that payments related to the Covered Litigation witl be funded from an escrow account to
be established with a portion of the proceeds from its planned initial public offering. The Corporation expects thal its
proportional share of the proceeds of the planned initial public offering by Visa will more than offset any additional
liability the Corporation may have related to the Covered Litigation.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted 1o a vote of security holders in the fourth quarter of 2007.

EXECUTIVE OFFICERS OF THE REGISTRANT

The following persons were the executive officers of FirstMerit as of December 31, 2007. Unless otherwise stated,
each listed position was held on January 1, 2003,

Date Appointed

Nante Age  To FirstMerit Position and Business Experience
Paul G.Greig .................... 52 05/18/06  Chairman, President and Chief Executive

Officer of FirstMerit and of FirstMerit Bank
since May 18, 2006; previously President and
Chief Executive Officer of Charter One Bank-

Ilinois
Terrence E. Bichsel .. ... ... ... ..... 58 9/16/99  Executive Vice President and Chief Financial
Officer of FirstMerit and FirstMerit Bank
Kenneth Dorsett. . ................. 53 (09/10/07 Lxecutive Vice President, Wealth Management

Services since September 10, 2007; previously
President and Chief Executive Officer of
Everest Advisors, Inc,

Mark J. Grescovich ............. ... 42 10/18/02  Executive Vice President Commercial Banking
of FirstMerit since July, 2006; previously
Executive Vice President and Chief Corporate
Banking Officer of FirstMerit Bank

William Richgels .. ................ 57 05/01/07 Executive Vice President, Chief Credit Officer
since May 1, 2007; previously Senior Vice
President & Senior Credit Officer of
JPMorganChase

Julie A. Robbins . ................. 44 02/09/07 Executive Vice President, Retail, since

. February 9, 2007; previously Senior Vice

President, Washington Mutual

Terry E. Patton . .................. 58 04/10/85 Executive Vice President, Counsel and
Secretary of FirstMerit and FirstMerit Bank

Larry A Shoff .. ... ... oL 50 09/01/99  Executive Vice President and Chief
Technology Officer of FirstMerit and FirstMerit
Bank
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PART 1l
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

FirstMerit’s common shares are quoted on The NASDA(} Stock Market under the trading symbol “FMER”. The

following table contains bid and cash dividend information for FirstMerit common Shares for the two most recent fiscal

years:
Stock Performance and Dividends (1)
Pcr Share

__ Bide Dividend Book
Quarter Ending High Low Rate Value(2)
03-31-06. ... ... e e 2471 2449 0.28 10,91
06-30-00 . . .. e 2258 2094 0.28 10.88
00-30-06 . . ... e e e e 23.73 23.14 0.29 11.28
200 . . e 2468 2410 0.29 10.56
03-31-07 . . e e 21.31 2088 0.29 10.78
060-30-07 . .o e e 2130 2091 0.29 10.71
00-30-07 . . .o e e 20.29  19.62 0.29 11.00
D 2039 19.80 0.29 11.24

(1) This table sets forth the high and low closing bid quolations and dividend rates for FirstMerit Corporation during the petiods listed. These
quotations are Jurnished by the National Quotations Bureau Incorporated and represent prices between dealers, do not include retail markup,
markdowns, or commissions, and may not represent actual transaction prices.

{2} Based upon number of shares outstanding al the end of each quarter.
On February 4, 2008, there were approximalely 31,073 shareholders of record of FirstMeril common shares.

The following table provides information with respect to purchases FirstMerit made of its shares of common stock
during the fourth quarter of the 2007 fiscal vear.

Total Number of Moximum
Shares Purchased Number of Shares
as Part of Publicly  that May Yet be
Total Number of  Average Price  Announced Plans  Purchased Under
Shares Purchased(1) Paid per Share  or Programs(2)  Plans or Programs

Balance as of September 30, 2007:. . . .. 396,272
October 1, 2007 — Qctober 31, 2007 .. .. .. 776 £21.01 —_ 396,272
November 1, 2007 — November 30, 2007 ... 4,680 $23.47 - 396,272
December 1, 2007 — December 31, 2007 . . . 610 $23.22 — 396,272
Balance as of December 31, 2007: ... .. 6,066 $23.13 - 396,272

(1) 6,066 of these common shares were either: (1) delivered by the option holder with respect (o the exercise of stock options: (2) in the case of
restricted shures of common stock, shares were withheld 1o pay income axes or other tax lisbilities with respect to the vesting of restricted
shares; or (3) shares were returned upen the resignation of the restricted shareholder.

{2) On January 19, 2006 the Board of Directors authorized the repurchase of up to 3 million shares (the “New Repurchase Plan™). The New
Repurchase Plan superseded all other repurchase programs, including that suthorized by the Board of Directors on July 15, 2004 (“the “Prior
Repurchase Plan™). FirstMerit had purchased all of the shares it was authorized to acquire under the Prior Repurchase Plan.
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ITEM 6. SELECTED FINANCIAL DATA

SELECTED FINANCIAL DATA

FIRSTMERIT CORPORATION AND SUBSIDIARIES

Years ended December 31,
2007 2006 2005 2004 2003
(Dollars in thousands except per share data)

Results of Operations

[ALErest IMCOME. + + v v vv v e ee e et ee s anaan e e $ 636994 & 603841 § 541446 & 497395 b 567,269
Conversion to fully-tax equivalent . . . ... ... ... ... 5.494 2919 2,621 2,712 2,584
[nteresl iINCOME™ . . . . o v it e i e ettt e e aen s 642,488 606,760 544,067 500,107 569,853
Interesl expense . . . .. ..o i 299,448 263,468 192,451 146,590 173.656
Net interest income™® . . . . . .. 0t n e e 343.040 343,292 351,616 353,517 396,197
Provision for loan losses . . ... ... ... ... . . . ... 30,835 76,112 43,820 73.923 102.273
Net interest income afler provision for loan losses*. . . . .. 312,205 267,180 307,796 279,594 293,924
OHher income . . o v v v e e e e e e e e e e 196,923 195,148 190,466 174,285 198.323
Other eXpenses. . . ..o ovvv vt ian 330,226 328,087 313,508 311,929 315,067
Income before federal income taxes* . . ... .......... 178.902 134,241 184,754 141,950 177,180
Federal income WaXes . . . . o o o o v v v v i e e e 50,381 36,376 51,650 36,024 52.939
Fully-tax equivalent adjustment .. ... ............. 5.494 2919 2.621 2,712 2,584
Federal income taxes® . . . . .. ... nii i 55,875 39,295 54.271 38,736 55.523
Income before cumulative effect of change in accounting
principle . . .. ... 123,027 04,946 130,483 103.214 121,657
Cumulative effect of change in accounting principle, net of
[0 W — — — — (688)
NELIMCOIME . « v v v v e e ev oo ettt b nmanaene e e $ 123,027 § 04046 $ 130483 $ 103214 & 120969

Per share:
Income before cumulative effect of change in accounting

principle . ... ... e $ 153 § 118 & 156 § .22 § 1.44
Cumulative effect of change in accounting principle, net
Ol XES .+ v v it e e s — — — — (0.01}
Basic et INCOME . . . . o v vt veenmmnm e $ 153 § 118 § 1.56 § 122 § 1.43
Diluted netincome. . . ... ... $ 153 § 1.18 % 1.56 § 1.21 % 1.42
Coshdividends . . ... ..o ii i $ L16 & 114 8 110 § .06 & 1.02
Performance Ratios
Relum on lotal assets (“ROA™) .. ... ... .......... 1.19% 0.94% 1.27% §.00% }.14%
Return on common shareholders’ equity (“ROE™) .. . . ... 14.05% 10.67% 13.50%% 10:49% 12.40%
Nel interest margin — tax-equivalent basis . . . ... .. ... 3.62% 3.71% 3.78% 3N% 4.02%
Efficiency ralio. . ... 00t 61.12% 60.77% 57.88% 58.60% 53.35%
Book value per commonshare . ... .. ... .. ... L. $ 1124 8§ 1056 8 11.39 & 1166 § 11.65
Average shareholders’ equity 1o tolal average assets . . ... 8.48% 8.79% 9.42% 9.53% 9.21%
Dividend payout ratio. . . ... .. ...t 75.82% 96.619% 70.51% 87.60% 71.83%
Balance Sheet Data
Total assets (at yearend) . ........ .. ... ... ..., $10400,666  $10,298,702  $10,161,317  $10,122,627 810,479,729
Long-term debt (at yearend) .. ... ... ... .. ... 203.755 213.821 300,663 299,743 295,559
Daily averages:
Total aSsets . . .o v e e $10318,788  $10,130,015  $10,264,42¢  $10,318,305  §10,597,554
Eaming assels. . . ... .v e 9,482,759 9,261.292 9,434,664 9,515.958 9,844 214
Deposits and other funds . . . ... ........ ... 9,252,166 9,072,820 9,139,578 9,195,730 9,440,357
Shareholders’ equity . . ... ... 875,526 889,929 966,726 983,529 976,423

*  Fully tax-equivalent basis
Y 1
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS FOR THE YEARS 2007, 2006 AND 2005

The following commentary presents a discussion and analysis of the Corporation’s financial condition and results
of operations by its management (“Management”). The review highlights the principal factors affecting earnings and
the significant changes in balance sheet items for the years 2007, 2006 and 2005. Financial information for prior years
1s presented when appropriate. The objective of this financial review is to enhance the reader’s understanding of the
accompanying tables and charts, the consolidated financial statements, notes to {inancial statements, and financial
statistics appearing elsewhere in this report. Where applicable, this discussien also reflects Management's insights of
known evenis and trends that have or may reasonably be expected 1o have a material effect on the Corporation’s
operations and financial condition,

Earnings Summary

FirstMerit Corporation reporied fourth quarier 2007 net income of $31.5 million, or $0.39 per diluted share. This
compares with $6.1 million, or 80,07 per diluted share, for the prior-year quarter, For the full year 2007, the Company
reported net income of $123.0 million, or $1.53 per diluted share, compared with 894.9 million, or §1.18 per diluted
share in 2006.

Returns on average common equity (“ROE™) and average assets (“ROA”) for the fourth quarter 2007 were
13.87% and 1.21%, respectively, compared with 2.66% and 0.24% for the prier-vear quarter,

Both fourth quarier and full year 2006 results were affected by the sale of $80.9 million of commercial assets in
transactions completed during the first quarter of 2007.

Net interest margin was 3.66% for the fourth quarter of 2007 compared with 3.61% for the third quarter of 2007
and 3.58% for the fourth quarter of 2006. The increases in net interest margin compared with the prior and year-ago
quarters were led by decreases in funding costs. During the fourth quarter of 2007 the Corporation increased its
average core deposits, which excludes time deposits, by $58.7 million, or 1.35%, and decreased certificates of
deposits $198.9 million, or 6.33%.

The Corporation’s deposil composition mix shift to a higher concentration of core deposils contributed to lower
funding cosls and an increased net interest margin. Despite the lower interest rate environmen, the Corperation’s
investment portfolio yields increased in the fourth quarter of 2007, to 4.99%, compared with 4.87% in the third quarter
of 2007, and 4.39% in the fourth quarter of 2006, The increased investment portfolio yields partly offset lower loan
portfolio ytelds this quarter. For the full year 2007, net interest margin was 3.62% compared with 3.719% for 2006.

Net interest income on a fully tax-equivalent (“FTE”) basis was $87.6 million in the fourth quarter 2007
compared with $86.6 million in the third quarter of 2007 and $84.5 million in the fourth quarter of 2006. The increase
in FTE net interest income compared with the third quarter 2007 resulted from expansion in the net inlerest margin,
which offset a decrease in average eaming assets. Net inierest margin expansion and average earning asset growth led
to increased FTE nel interest income compared with the fourth quarter of 2006. Compared with the fourth quarter of
2006, average earning assets increased $119.0 million, or 1.27%. FTE net interest income for the full year 2007 was
$343.0 million, compared with $343.3 million in 2006. In 2007 average earning assets increased $221.5 million, or
2.39%, compared with 2000. Average loans grew $173.1 million, or 2.55%, driven by $181.5 million, or 4.98%,
growth in average commercial loans,

Noninterest income net of securities transactions for the fourth quarter of 2007 was 848.9 million, a decrease of
$0.3 million, or 0.52%, from the third quanter of 2007 and an increase of $0.5 million, or 1.12%, from the fourth
quarter of 2006. For the full year 2007, noninterest income net of securilies transactions totaled $195.8 million, an
increase of $0.7 million, or 0.35%, compared with $195.1 million for 2006. Reflective of a strong fee hase, other
income, net of securities gains, as a percentage of net revenue for the fourth quarter of 2007 was 35.80% compared
with 36.20% for third quarter of 2007 and 36.39% for the fourth quarter of 2006. For the full year 2007, other income,
net of securities gains, as a percentage of net revenue was 36.34% compared with 36.249% for 2006. Net revenue is
defined as net iolerest income, on a FTE hasis, plus other income, less gains from securities sales.
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Noninterest expense for the fourth quarter of 2007 was $83.3 million, a decrease of $0.7 million, or 0.87%, from
the third quarter of 2007 and a decrease of $0.7 million, or 0.82%, from the fourth quarter of 2006. Noninterest
expense in the fourth quarter included $2.3 million of Visa contingency accrual related to Visa Inc. litigation matlers
that FirstMerit and other Visa member banks have direct and potential exposure to share with Visa. For the full year
2007, noninterest expenses totaled $330.2 million, an increase of $2.1 million, or 0.65%, compared with
$328.1 million for the full year 2006.

Net charge-offs totaled $8.9 million, or 0.51% of average loans, in the fourth quarter of 2007 compared with
7.9 million, or 0.45% of average loans, in the third quarter 2007 and $18.6 million, or 1.06% of average loans, in the
fourth quarter of 2006.

Nonperforming assets totaled $37.3 million at December 31, 2007, an increase of 3.1 million, or 8.96%,
compared with September 30, 2007 and a decrease of $26.9 million, or 41.94%, compared with December 31, 2006.
Of the December 31, 2007 total, $2.3 million represents both vacant land no longer censidered for branch expansion
and executive relocation property not related to loan portfolios. Nonperforming assets at December 31, 2007
represented 0.53% of period-end loans plus other real estate compared with 0.49% at September 30, 2007 and
0.93% at December 31, 2006.

The provision for loan losses increased to $9.3 million in the fourth quarter of 2007 compared with $7.3 million in
the third quarter of 2007. For the prior-year quarter, the provision for loan losses was $44.2 million, reflecting the
Corporation’s preparation to sell $73.7 million of commercial loans during the first quarter of 2007. For the full year of
2007, the provision for loan losses was $30.8 million, compared with $76.1 million for 2006.

The allowance for loan losses totaled $94.2 million at December 31, 2007, an increase of $0.4 million and
82.9 million from September 30, 2007 and December 31, 2006, respectively. At December 31, 2007, the allowance for
loan losses was 1.35% of period-end loans compared with 1.34% at September 30, 2007 and 1.33% at December 31,
2006. The allowance for credit losses is the sum of the allowance for loan losses and the reserve for unfunded lending
commitments. For comparative purposes the allowance for credit losses was 1.45% at December 31, 2007 compared
with 1.44% at September 30, 2007 and 1.42% at December 31, 2006. The allowance for credit losses to nonperforming
loans was 323.229% at December 31, 2007, compared with 339.04% on September 30, 2007, and 179.60% on
December 31, 2006.

Total assets at December 31, 2007 were $10.4 billion, a decrease of $0.5 million, or 0.01%, compared with
September 30, 2007 and an increase of $154.7 million, or 1.51%, compared with December 31, 2006.

Total deposils were $7.3 billion at December 31,2007, a decrease of $76.6 million, or 1.03%, from September 30,
2007 and a decrease of 167.2 million, or 2.23%, from December 31, 2006. Core deposits, totaled 4.5 billion at
December 31, 2007, an increase of $182.0 million, or 4.21%, from September 30, 2007 and a decrease of
816.8 million, or