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Corporate Profile

Comerica’s prudent, conservative approach to banking
has earned the confidence of customers. For nearly 160
years, Comerica has successfully navigated turbulent

economic cycles. That’s the Comerica difference.

Comerica Incorporated (NYSE: CMA) is a financial services company
headquartered in Dallas, Texas, and strategically aligned by three business
segments: The Business Bank, The Retail Bank, and Wealth & Institutional

Management. Comerica focuses on relationships, and helping people and

businesses be successful. In addition to Texas, Comerica Bank Iocationsh
can be found in Arizona, California, Florida and Michigan, with select
businesses operating in several other states, as well as in Canada, China

and Mexico. To receive e-mail alerts of breaking Comerica news, go to
http://www.comerica.com/newsalerts.



Financial Highlights

in millions, except per share dota; years ended December 31

Income Statement 2008 2007
Net interest income - $ 1815 $ 2,003
Provision for loan losses ; 686 212
Net income 213 686
Preferred stock dividends 17 -
Net income applicable to common stock 196 686
Diluted net income per common share 1.29 4.43
Cash dividends declared per common share .2‘31\ & 2.56
Book value per common share - 3331 3412
Market value per common share \5\ - \\\1\9f85 s 43.53
Average common shares outstanding - diluted = \\\\”,\15‘1\ o 165
Ratios .

Return on average assets 0.33% 1.17%
Return on average common shareholders’ equity 3.79 13.52
Average common shareholders’ equity as a percentage of average assets - 7.98 8.66
Tier 1 common capital as a percentage of risk-weighted assets 7.08 6.85
Tier 1 capital as a percentage of risk-weighted assets 10.66 7.51
Total capital as a percentage of risk-weighted assets 14.72 11.20
Tangible common equity as a percentage of tangible assets 7.21 7.97
Balance Sheet (at December 31) -

Total assets - $67,548 $ 62,331
Total earning assets ‘2,‘3“74 57,448
Total loans 50 50,743
Total deposits 44278
Total preferred equity -
Total shareholders’ equity 5117

Tier 1 Capiial Ratio

in perceni

Total Average Assets

i millions of dollars
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To Our Shareholders:

Our nation is grappling with an economic downturn that
has affected individuals, families, and businesses of all sizes.
The challenged environment produced considerable market
turmoil in 2008, as job losses mounted and the national

economy wea kened.

The U.S. government has taken an active role in trying

to shore up consumer and business confidence, and to
strengthen our country’s financial system. This has included
efforts to increase the flow of credit to households and
businesses. By year-end 2008, however, the credit markets

still remained strained.

While it was a difficult and tumuliuous year, we
remained successful by staying close to our
customers, and delivering the exceptional service that
has been a halimark of our company through many
years and various economic cycles. | will share some
of the more notable successes with you.

I also will discuss some of our plans for the future,

such as our banking center expansion program, which
remains a cornerstone of our deposit-gathering efforts and
helps attract thousands of new customers to Comerica.
Our plans also include lending to new and existing
relationship customers for whom we serve as trusted
advisors, particularly small businesses, middle market
companies and wealth management clients in the markets

we target for growth.

Without a doubt, this is an economic environment that is as
unsettling and volatile as any we have ever seen. Our chief
economist, Dana Johnson, has been following it closely.
Dana does not see a severe or prolonged period of
economic contraction, the so-called definition of a
depression. Nor does he envision a period of inflation. He
does, however, believe we are in the midst of a difficult

recession that will continue well into 2009.

For more on Dana’s perspectives, I encourage you to
visit the “Economic Insights” area of www .comerica.com.
[ believe you will find his commentary on the national
economy, as well as the Texas, California and Michigan

economies, to be enlightening and informative.

In 2008, Comerica followed its business model and executed
its strategy, making enhancements to adapt to the changing
economy. Our credit management is evidenced in our
consistent credit standards, our limits on exposure, and the
fact we have had no subprime mortgage programs. Our
conservative investment strategy is demonstrated by our
primarily AAA-rated and liquid investment portfolio and
the lack of off-balance sheet structures, such as structured
investment vehicles, that made media headlines. We have

a relentless focus on expense management, as well as a
conservative expansion strategy. In addition, our size is a
competitive advantage in that it provides us the ability to
quickly identify issues and to act accordingly. Finally and
importantly, in this most unsettling of economic times, the

quality of our capital has remained strong.
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Fourth Quarter and 2008 Financial Performance

Jobs, manufacturing, construction and spending declined at an accelerated rate toward
vear-end. On an annualized basis, excluding the Financial Services Division — our title and
escrow business — average loans declined 1 percent in the fourth quarter. This was a marked
improvement over the 6 percent annualized decline in the third quarter. Credit quality was
stable when compared to the prior quarter, and expenses continued to be well controlled.
These results underscore our ability to manage through all phases of an economic cycle,

including the current one.

For the full-year 2008, we reported net income applicable to common stock of $196 million,
or $1.29 per diluted share, compared to $686 million, or $4.43 per diluted share, for 2007.
Excluding the Financial Services Division, we grew average loans $2.8 billion, or 6 percent,
in 2008, and core deposits grew about $300 million. Our average securities portfolio nearly

doubled in 2008. Our credit quality in 2008 compared favorably to the industry.

The driver of the decrease in our yearly income was an increase in the provision for
credit losses of $493 million. About half of the 2008 provision was from our commercial
real estate line of business, nearly 80 percent of which was related to our California
local residential real estate developer portfolio. This portfolio focused on local, smaller

residential developers, which built starter and first-time move-up homes.

We made progress in 2008 in reducing the California local residential real estate
developer portfolio. We obtained updated independent appraisals to take
appropriate charge-offs and established reserves to reflect current market values.
We also conducted more frequent credit quality reviews, and moved additional
experienced lenders to our special assets group, significantly expanding our
workout capacity for these problem credits. Our proactive actions have slowed the

rate of deterioration in the portfolio.

As the economy continued to weaken in 2008, we saw some softness among
small businesses and middle market companies, the comerstones of American
economic might. This softness was expected, however, and we augmented our

reserves appropriately.

A few years ago we made a strategic decision to reduce our exposure to
the automotive industry and to diversify to other markets. In light of the
challenges now facing this industry, this decision on our part has served us
well. We have reduced our non-dealer automotive loan outstandings $349
million in 2008 and by $1.3 billion, or 47 percent, since the end of 2005,
Fhis.portfolio now represents only about 3 percent of our total loans, and
we piéﬁ to continue to reduce our exposure to the automotive sector.

Net charge-offs for the full year were only $5.5 million in this §1.5 hillion
porifolio. As always, we consider the challenges the sector faces in taking
the appropriate reserves. Our experience in dealing with Michigan’s
economic challenges over several years and our strong leadership team

have been key to our competitive success in this important market.



Our 2008 earnings were also impacted by an after-tax charge
related to our repurchase of auction-rate securities from

our retail and institutional clients. Auction-rate securities

are long-term variable rate instruments historically viewed

as highly liquid investments backed by pools of closed-

end mutual funds, student loans and municipal bonds. In
February 2008, the auction-rate securities market froze and
liquidity for these instruments was no longer available. We
decided to provide relief for all of our clients by offering to

repurchase auction-rate securities from them.

Preserving and Enhancing

Balance Sheet Strength

Our Tier 1 capital ratio was 10.66 percent at December 31. In
addition, the quality of our capital is solid, as evidenced by

a Tier 1 common capital ratio of 7.08 percent and a tangible
common equity ratio of 7.21 percent, which is the highest

among our peer banks.

We need to preserve and enhance our balance sheet strength
in this highly uncertain and unprecedented economic
environment. That is why, after careful deliberation, our
board of directors decided to reduce the quarterly dividend
to five cents per share. We look forward to increasing our

dividend when our outlook on the economy improves.

To further strengthen our capital position, we launched
a loan optimization program in 2008, which focuses on
optimizing the revenue per relationship. The program is

working well and producing the desired results.

In October 2008, the U.S. Department of the Treasury
announced a voluntary Capital Purchase Program to
encourage healthy financial institutions to build capital in
order to increase the flow of financing to businesses and

consumers, and to support the nation’s economy.
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We decided to participate in the Treasury’s Capital
Purchase Program up to the maximum amount to further
bolster our already strong capital levels. In November
2008, we issued $2.25 billion in preferred stock and a
related warrant to the Treasury to complete the capital
purchase. The capital we received requires recognition
of dividends in 2009 of $134 million after tax, or

approximately 89 cents per common share.

We are leveraging our enhanced capital by making

loans — with the appropriate credit standards, loan

pricing and return hurdles in place — to new and existing
relationship customers. This includes small businesses,
middle market companies and wealth management clients.
The additional capital also enables us to support the battered
housing market through the purchase of mortgage-backed
government agency securities.

The Federal Deposit Insurance Corporation (FDIC)
announced a Temporary Liquidity Guarantee Program in
2008 that is designed to strengthen confidence and encourage
liquidity in the banking system. Comerica elected to continue
participation in the FDIC program, which provides our
customers with a full guarantee, without any dollar limitation,
on funds held in all of Comerica’s noninterest-bearing
transaction accounts through December 31, 2009. It also
provides for a fee a U.S. government guarantee on eligible
newly issued senior unsecured debt until the earlier of the
maturity date of the debt or June 30, 2012.

Controlling Expenses

Throughout the year, we remained vigilant in controlling
our expenses. For example, we are reducing Comerica’s
costs for purchased goods and services through
improvements to supplier relationships, procurement

operations and technology. We have been able to save an

We are leveraging our enhanced capital by making

loans — with the appropriate credit standards, loan

pricing and return hurdles in place — to new and

existing relationship customers.
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Average Assets/FTE

in millions of dollars

|

FTE: Full-Time Equivalent Employees

average of 10 percent on new and renegotiated contracts.

We believe our focus in this area will reduce our operating

expense base, enhance our current procurement capabilities,

and enable more efficient growth going forward.

We reduced our workforce by about 5 percent since the
end of 2007. This was accomplished primarily through the
continuous streamlining of operations and the leveraging of
technology. As the decline in the economy became more
rapid in the fourth quarter, we determined that further staff
reductions were necessary. Therefore, we are reducing

our workforce by another 5 percent, which will largely

be completed by the end of the first quarter of 2009. In
addition, we are freezing salaries in 2009 for the top 20

percent of our workforce.

olleagues whose jobs were eliminated have been
encouraged to apply for other positions within Comerica and
those who were unable to obtain another position internally
have been provided with severance packages, including
outplacement services. It is always difficult to say farewell
to colleagues, particularly in this economic environment.
As with any of our workforce reductions, customers have
not been affected. They will continue to benefit from the
experience and expertise of relationship managers in all of
our major markets.

Strong Focus on Customers
Our strong focus on customers was evident throughout 2008.
We surpassed an important milestone in 2008 as we opened

our 100th new banking center since the rollout of our

2008 Year-End Tangible
Common Equity
in percent
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]- ! Other Banking Institutions

1.: Comerica
Incentive peers as defined in Comerica’s 2008 proxy statement
(peer list as of December 31, 2008)

expansion program in late 2004. The 100th new banking
center is located in Fenton Marketplace, a premier shopping

district in the Mission Valley area of San Diego, California.

Among the 28 new banking center locations we opened

in 2008 were those in Fort Worth, Texas; Mesa, Arizona;
Oakland, California; and Orlando, Florida, in addition to
other locations within our growth markets. At year-end
2008, we had 438 banking centers spanning our geographic
footprint (see breakdown by market on page 7).

In this uncertain economic environment, we plan to open
significantly fewer new banking centers in 2009. All of our

new banking centers will be in our growth markets.

Notable 2008 activities within our Retail Bank include

the successful launches of two new products: the
HealthReserve health care savings account that can help
our business customers offer their employees an affordable
option for managing their health care expenses; and the
EZ Perks rewards program that allows customers to earn
points when they sign for purchases made with their
Comerica Check Card.

Notable 2008 activities within our Business Bank include
surpassing, for the first time, $2 billion in monthly volume
with Comerica Business Deposit Capture,® a product which
enables businesses to scan (capture) images of checks at
their own locations and transmit them electronically to
Comerica for deposit. It provides business customers faster
access to their funds and improved record keeping, while

also helping to reduce fraud and loss.



We also implemented a new Comerica Business Connect
treasury web portal, which features enhanced security

through use of token encryption technology.

Comerica continues to serve as financial agent for the
U.S. Department of the Treasury for DirectExpress® Debit
MasterCard,® a prepaid debit card for Social Security

and Supplemental Security Income recipients. The card
was introduced to millions of recipients throughout the
U.S. in 2008.

Within Wealth & Institutional Management, we upgraded our
wealth planning division’s technological capabilities to better
serve the sophisticated needs of clients. Our wealth station
open architecture and tax optimized investment platform
provides investors the ability to diversify among asset classes
and sectors, helping to mitigate downside exposure to the

capital markets.

This past fall, we named 23-year industry veteran
Curtis Farmer to lead Wealth & Institutional
Management, succeeding Dennis Mooradian, who
retired in February 2009. During his five-year tenure,
Dennis led important improvements in the Wealth &

Institutional Management platform.

Board Appointments

Appointed to the Comerica Incorporated Board of
Directors in 2008 were Richard “Rick” Lindner, Jacqueline
Kane and Nina Vaca. Rick is senior executive vice
president and chief financial officer of Dallas, Texas-based
AT&T, which provides communications services in the
United States and around the world. Jackie is senior vice
president of Human Resources and Corporate Affairs, and
a member of the senior management team of Oakland,
California-based The Clorox Company, a manufacturer
and marketer of consumer products. Nina is chairman and
chief executive officer of Dallas, Texas-based Pinnacle
Technical Resources, Inc., an information technology
services provider which grew under her leadership to
become one of the fastest growing and largest staffing
firms in the United States. We look forward to their input

and expertise as we continue to execute our strategy.
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Peter Cummings, chairman of Ram Realty Services, and
Anthony Earley, chairman and chief executive officer of DTE
Energy Company, left our board after 11 and 10 years of

distinguished service to our company, respectively.

Commitment to Community,

Diversity & Sustainability

Comerica has a strong commitment to community, diversity
and sustainability.

We provided more than $14 million to not-for-profit
organizations nationwide, including more than $7 million
from the Comerica Charitable Foundation, which we fund.
Our employees also raised more than $2.35 million for the
United Way and Black United Fund. With everything going
on in the nation and world, our colleagues once again
acknowledged the good work done by local United Way

agencies by their outstanding financial support.

Through our financial literacy program, Comerica
volunteers educated thousands of students and adults
on how to manage their finances, including investing,
budgeting and saving.

Our “Cash and Care” campaign enabled our customers to
make a difference in their neighborhoods when they opened
a qualified deposit at their local Comerica banking center.

As part of the campaign, Comerica makes donations to our
customers’ designated charities. The program continues to
be well received.

Our commitment to diversity also continued in 2008, when
we were once again recognized nationally for our efforts in
this important area. Diversitylnc magazine listed Comerica
among the “Noteworthy” companies for diversity and sixth
for “Supplier Diversity” — our fourth consecutive year on
that particular list. We also were ranked third on Hispanic
Business magazine’s “2008 Diversity Elite 60” list, and Latina
Style magazine gave us an honorable mention on its “Best

U.S. Companies for Latinas to Work For” list.

Thanks to the dedication and hard work of our colleagues,
we had a successful 2008 in launching our new Corporate
Sustainability Program. We made a good start at embedding
sustainable business practices into our operations — practices
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that will help protect and preserve the environment for those who come after us.

And many of our efforts have already begun to improve our business performance
by reducing costs and waste — evidence that environmental stewardship is good for
business. In August, Comerica learned that it had achieved its first ever listings on
nine separate indexes of socially responsible companies maintained by KLD Research
& Analytics. In September, we learned that the Carbon Disclosure Project ranked Our Primary Markets
Comerica’s response to the 2008 Carbon Disclosure Project survey #2 among financial (all data as of December 31, 2008}
service companies in the S&P 500, thereby entitling us to a spot on the Carbon

Disclosure Project’s coveted Climate Disclosure Leadership Index. In Texas
Dallas/Fort Worth
Looking Ahead Metroplex, Austin & Houston

Looking ahead, we will continue to adjust, as necessary, to cope with the pressing 87 banking centers

economic issues confronting our nation and the world. We will remain vigilant and

attentive to the needs of our customers. .
In Arizona

Our strong capital base and access to liquidity and deposits will continue to provide Phoenix/Scottsdale
us with opportunities to expand new and existing customer relationships and

12 banking centers
invest in our growth markets. 9

Our successful relationship banking strategy — built on skill, not scale — In California
continues to be a differentiating strength of Comerica. Our colleagues are San Francisco & the East Bay,
committed to delivering the highest quality financial services in this and San Jose, Los Angeles, Orange

any other economic environment. County, San Diego, Fresno,
Sacramento & Santa Cruz/

In this most challenging of times, you can expect Comerica to rise to the
8mne v P Monterey

challenge once again, as it has for nearly 160 years. We will move forward .
with a purposeful resolve, a clear vision to help people and businesses 96 banking centers

be successful, and with confidence.
In Florida

Boca Raton, Fort Lauderdale,

Naples, Orlando, Palm Beach
Gardens, Riviera Beach, Sarasota,
,?,{/l/, Stuart, Wellington & Weston

10 banking centers
Ralph W. Babb Jr.

Chairman and Chief Executive Officer In Michigan
Metropolitan Detroit and greater
Ann Arbor, Battle Creek, Grand
Rapids, Jackson, Kalamazoo,
Lansing, Midland & Muskegon

Sincerely,

233 banking centers

Outside of the U.S.
Offices in Shanghai, China;
Monterrey, Mexico; & Windsor
and Toronto, Ontario, Canada



Board of Directors

Ralph W. Babb Jr. ©

Chairman and Chief Executive Officer
Comerica Incorporated

and Comerica Bank

Lillian Bauder, Ph.D. " ®
Retired Vice President

Masco Corporation
(consumer products and services provider)

Joseph J. Buttigieg Il1“®
Vice Chairman

Comerica Incorporated
and Comerica Bank

James F. Cordes /3¢9
Retired Executive Vice President

The Coastal Corporation
(diversified energy compan))

Roger A. Cregg /@@

Executive Vice President

and Chief Financial Officer
Pulte Homes, Inc.

(national homebuilding company)

T. Kevin DeNicola "¢
Senior Vice President

and Chief Financial Officer
KBR, Inc.

(global engineering, construection
and services company)

O Audit Committee

@ Governance, Compensation
and Nominating Committee

Senior Leadership Team

Ralph W. Babb Jr.
Chairman and Chief Executive Officer

Joseph J. Buttigieg Il
Vice Chairman
The Business Bank

Elizabeth S. Acton
Executive Vice President
and Chief Financial Officer

Connie Beck
Executive Vice President
The Retail Bank

John R. Beran
Executive Vice President
and Chief Information Officer

Jon W. Bilstrom

Executive Vice President
Governance, Regulatory Relations
& Legal Affairs

Jacqueline P. Kane @

Senior Vice President of Human
Resources and Corporate Affairs
The Clorox Company
(manufacturer and marketer

of consumer products)

Richard G. Lindner @

Senior Executive Vice President

and Chief Financial Officer

AT&T, Inc.

(global telecommunications company)

Alfred A. Piergallini®

Chairman

Wisconsin Cheese Group, Inc.
(manufacturer and marketer of

ethnic and specialty cheeses) and
Consultant, Desert Trail Consulting
(marketing consulting organization)

Robert S. Taubman ¢

Chairman, President

and Chief Executive Officer

Taubman Centers, Inc.

(REIT that owns, develops and operates
regional shopping centers nationally)
and The Taubman Company

(shopping center management comparny
engaged in leasing, management and
construction supervision)

@ Qualified Legal Compliance Committee
@ Enterprise Risk Committee
© Special Preferred Stock Committee

David E. Duprey
Executive Vice President
General Auditor

Curtis C. Farmer

- Executive Vice President

Wealth & Institutional Management

Linda D. Forte
Senior Vice President
Business Affairs

J. Michael Fulton

Executive Vice President and
President, Comerica Bank —
Western Market

Dale E. Greene
Executive Vice President
and Chief Credit Officer
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Reginald M. Turner Jr. "®®
Attorney

Clark Hill PLC

(law firm)

Nina G. Vaca®

Chairman and Chief Executive Officer
Pinnacle Technical Resources, Inc.
(staffing, vendor management and
information technology services firm)
and Vaca Industries Inc.

(management company)

William P. Vititoe 7¢9®
Retired Chairman, President
and Chief Executive Officer
Washington Energy Company
(diversified energy company,
now Puget Sound Energy, Inc.)

Kenneth L. Way @)

Retired Chairman

and Chief Executive Officer

Lear Corporation

(manufacturer of automotive components)

* Committee Chairperson
™ Committee Vice Chairperson

Charles L. Gummer
Executive Vice President and
President, Comerica Bank —
Texas Market

Edward T. Gwilt
Senior Vice President
Asset Quality Review

Michael H. Michalak

Executive Vice President
Corporate Planning, Development
& Risk Management

Thomas D. Ogden
Executive Vice President and
President, Comerica Bank —
Michigan Market

Jacquelyn H. Wolf, Ph.D.
Executive Vice President and
Chief Human Resources Officer
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PERFORMANCE GRAPH

Comparison of Five Year Cumulative Total Return
Among Comerica Incorporated, Keefe 50-Bank Index, and S&P 500 Index
(Assumes $100 Invested on 12/31/03 and Reinvestment of Dividends)

$200

—#— Comerica Incorporated

—4— Keefe 50-Bank Index

—O— S&P 500 Index

$150
$100 o= \O
$50 =
$0
2003 2004 2005 2006 2007 2008

Comerica Incorporated 100 113 109 118 91
Keefe 50-Bank Index 100 110 111 133 102
S&P 500 Index 100 111 116 135 142
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The performance shown on the graph is not necessarily indicative of future performance.




TABLE 1: SELECTED FINANCIAL DATA

Years Ended December 31

2008 2007 2006 2005 2004
(dollar amounts in millions,
except per share data)
EARNINGS SUMMARY
Net Interest COME . . v v v vt v et e e e $ 1,815 $ 2,003 $ 1,983 $ 1,956 $§ 1,811
Provision for loanlosses .. .......... ... ... . . . . ..., 686 212 37 (47) 64
Noninterest income. . . . . ... ... 893 888 855 819 808
INoninterest EXPenses . . . ..o v v v i e e 1,751 1,691 1,674 1,613 1,458
Provision for iNCOmMe taxes . . . . v v v i 59 306 345 393 349
Netincome . .. ... ..ot i e 213 686 893 861 757
Preferred stock dividends . . . .. ...... ... ... 17 — — — —
Net income applicable to common stock . . .. .................. 196 686 893 861 757
PER SHARE OF COMMON STOCK
Diluted net income per common share . . . .................... $ 1298 443 § 549 § 511 § 436
Cash dividends declared . .. ......... ... . ... ... ... . ... .. 2.31 256 236 2.20 2.08
Common shareholders’ equity . . . ... ... ... . i 3331 3412 3270 3111 2994
Market value . . .. ... ... 19.85 4353 5868 5676 61.02
YEAR-END BALANCES
Total @SSELS . v v i e $67,548 $62,331 $58,001 $53,013 $51,766
Total earning assets . . . . . . v vt e 62,374 57,448 54,052 48,646 48,016
Totalloans . . ... .. . i 50,505 50,743 47431 43,247 40,843
Total deposits . . . ..o oo e 41,955 44,278 44,927 42431 40,936
Total medium- and long-term debt. . . . ...................... 15,053 8,821 5949 3,961 4,286
Total common shareholders’ equity ... ...................... 5,023 5,117 5,153 5,068 5,105
Total shareholders’ equity. . . . ......... ... ... ... ... ...... 7,152 5,117 5,153 5,068 5,105
AVERAGE BALANCES
Total @SSeLS . . . v it e e e $65,185 $58,574 $56,579 $52,506 $50,948
Total €arning asses . . . . . v v vt 60,422 54,688 52291 48232 46,975
Total loans . .. ... . i e 51,765 49,821 47,750 43,816 40,733
Total deposits . . . v v it 42,003 41,934 42,074 40,640 40,145
Total medium- and long-term debt. . . . ...................... 12,457 8,197 5407 4,18 4,540
Total common shareholders’ equity .. ....................... 5,166 5,070 5,176 5097 5,041
Total shareholders’ equity. . .. ........ ... ... .. 5442 5,070 5,176 5,097 5,041
CREDIT QUALITY
Total allowance for credit losses .. ......................... $ 808 $ 578 § 5198 549 § 694
Total nonperforming loans . . . ............. ... ... ........ 917 404 214 138 312
Foreclosed property . .. ... ... ... 66 19 18 24 27
Total nonperforming assets . . . . ... .o v vt 983 423 232 162 339
Net credit-related charge-offs . ............................ 472 153 72 116 194
Net credit-related charge-offs as a percentage of average total loans . . . . 091% 031% 0.15% 0.26% 0.48%
Allowance for loan losses as a percentage of total period-end loans . . . . 1.52 1.10 1.04 1.19 1.65
Allowance for loan losses as a percentage of total nonperforming loans . . 84 138 231 373 215
RATIOS
Net interest Margin . . . . v v v v vttt e e et 3.02% 3.66% 3.79% 4.06% 3.86%
Return on average assets . ... ... ..ot 0.33 1.17 158 1.64 149
Return on average common shareholders’ equity. . ... ............ 3.79 1352 1724 1690 15.03
Efficiency ratio . . . ... it 66.17 5858 5892 58.01 55.60
Dividend payout ratio . . . ... .. ... ... 179.07 57.79 4299 43.05 47.71
Average common shareholders’ equity as a percentage of average assets . 7.93 8.66 9.15 9.71 9.90
Tier 1 common capital as a percentage of risk-weighted assets. . . . .. .. 7.08 6.85 7.54 7.78 8.13
Tier 1 capital as a percentage of risk-weighted assets . . ... ......... 10.66 7.51 8.03 8.38 8.77
Tangible common equity as a percentage of tangible assets . . . ....... 7.21 7.97 8.62 9.16 9.39
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2008 FINANCIAL RESULTS AND KEY CORPORATE INITIATIVES

Financial Results

e Reported net income applicable to common stock of $196 million, or $1.29 per diluted share, for 2008,
compared to $686 million, or $4.43 per diluted share, for 2007, as 2008 was met with an increasingly
difficult economic environment, including turmoil in the financial markets, declining home values and
rising unemployment rates. The most significant items contributing to the decrease in net income
applicable to common stock were an increase in the provision for credit losses of $493 million, a decrease
in net interest income of $188 million, an $88 million net charge related to the Corporation’s repurchase
of certain auction-rate securities held by customers and $34 million of 2008 severance-related expenses.
These were partially offset by a $60 million increase in net securities gains.

e Average loans in 2008 were $51.8 billion, an increase of $1.9 billion from 2007. By geographic market,
Texas average loans grew 14 percent and Florida average loans grew 13 percent from 2007 to 2008,
compared to lower growth in the Midwest (three percent), Western (less than one percent) and
International (six percent) markets. Average Financial Services Division loans declined $820 million.

o Net interest income declined $188 million to $1.8 billion in 2008, compared to 2007. The net interest
margin decreased 64 basis points to 3.02 percent, primarily due to a decrease in loan portfolio yields and
a reduced contribution from noninterest-bearing funds in a significantly lower rate environment, changes
in the mix of earning assets, driven by growth in the investment securities portfolio, and interest-bearing
sources of funds, and $38 million of tax-related non-cash charges to lease income in 2008.

e Noninterest income increased less than one percent compared to 2007, largely due to securities gains
realized on the sale of the Corporation’s ownership of Visa, Inc. (Visa) ($48 million) and MasterCard
shares ($14 million) in 2008, offset by decreases in deferred compensation asset returns (offset by
decreased deferred comhpensation plan costs in noninterest expenses) ($33 million) and net losses from
principal investing and warrants ($29 million). Service charges on deposit accounts, letter of credit fees
and card fees showed solid growth in 2008.

e Noninterest expenses increased $60 million, or four percent, compared to 2007, primarily due to an
$88 million net charge in 2008 related to the repurchase of auction-rate securities and increases in
severance-related expenses ($30 million), the provision for credit losses on lending-related commitments
($19 million) and net occupancy expense ($18 million), partially offset by decreases in salaries, excluding
severance ($88 million) which included a decrease in deferred compensation plan costs ($33 million), and
customer services expense ($30 million). Full-time equivalent employees decreased six percent from
year-end 2007 to year-end 2008, even with the addition of 28 new banking centers during the period.

e Incurred net after-tax charges of $9 million in the provision for income taxes reflecting settlements with
the Internal Revenue Service on various structured transactions and other tax adjustments.

e Experienced net credit-related charge-offs of 91 basis points as a percent of average total loans in 2008,
compared to 31 basis points in 2007. Excluding Commercial Real Estate, net credit-related charge-offs
were 46 basis points of average loans in 2008, compare to 20 basis points in 2007. Nonperforming assets
increased to $983 million, reflecting challenges in the residential real estate development business located
in the Western market (primarily California) and to a lesser extent in the Middle Market business line.

e To preserve and enhance the Corporation’s balance sheet strength in this uncertain economic
environment, the Corporation lowered the quarterly cash dividend rate by 50 percent in the fourth
quarter 2008 to $0.33 per share.
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Key Corporate Initiatives

¢ Implemented a loan optimization plan in mid-2008 with the goal of increasing loan spreads and
enhancing customer relationship returns.

e Focused significant resources on managing deteriorating credit quality in 2008, particularly in the
commercial real estate portfolio.

» Continued organic growth focused in high growth markets, including opening 28 new banking centers in
2008. The Corporation expects to open new banking centers in 2009 in our growth markets of California,
Texas and Arizona; however, significantly fewer compared to 2008. Since the banking center expansion
program began in late 2004, new banking centers have resulted in nearly $1.9 billion in new deposits.

¢ Reduced full-time equivalent staff by six percent in 2008, even with 135 full-time equivalent employees
added to support new banking center openings. Management expects to reduce the workforce by an
additional five percent, largely to be completed in the first quarter 2009.

e Reduced automotive production-related exposure from loans, unused commitments and standby letters
of credit and financial guarantees from $3.7 billion at December 31, 2007 to $2.9 billion at December 31,
2008. Total automotive net loan charge-offs were $6 million in 2008.

® Purchased approximately $2.9 billion of AAA-rated mortgage-backed securities issued by government-
sponsored entities in 2008 to reduce interest rate sensitivity.

® Increased average noninterest-bearing deposits $529 million, or six percent, in 2008, excluding the
Financial Services Division.

® Repurchased, at par, auction-rate-securities held by certain retail and institutional clients to ensure
impacted customers were provided with a liquidity solution.

® Enhanced capital ratios by issuing $2.25 billion of Tier 1 capital in the form of 2.25 million shares of
preferred stock and a related warrant under the U.S. Department of Treasury Capital Purchase Program,
implementing a loan optimization program, strict expense controls and lowering the quarterly dividend.
The Tier 1 common capital and Tier 1 capital ratios were 7.08 percent and 10.66 percent, respectively, at
December 31,2008, up from 6.85 percent and 7.51 percent, respectively, at December 31, 2007. Reduced
the quarterly cash dividend to $0.05 per share in the first quarter of 2009, to preserve capital.
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OVERVIEW/EARNINGS PERFORMANCE

Comerica Incorporated (the Corporation) is a financial holding company headquartered in Dallas, Texas.
The Corporation’s major business segments are the Business Bank, the Retail Bank and Wealth & Institutional
Management. The core businesses are tailored to each of the Corporation’s four primary geographic markets:
Midwest, Western, Texas and Florida.

The accounting and reporting policies of the Corporation and its subsidiaries conform to U.S. generally
accepted accounting principles and prevailing practices within the banking industry. The Corporation’s
consolidated financial statements are prepared based on the application of accounting policies, the most
significant of which are described in Note 1 to the consolidated financial statements. The most critical of these
significant accounting policies are discussed in the “Critical Accounting Policies” section of this financial review.

As a financial institution, the Corporation’s principal activity is lending to and accepting deposits from
businesses and individuals. The primary source of revenue is net interest income, which is derived principally
from the difference between interest earned on loans and investment securities and interest paid on deposits and
other funding sources. The Corporation also provides other products and services that meet the financial needs
of customers and which generate noninterest income, the Corporation’s secondary source of revenue. Growth in
loans, deposits and noninterest income is affected by many factors, including the economic growth in the
markets the Corporation serves, the financial requirements and health of customers and successfully adding new
customers and/or increasing the number of products used by current customers. Success in providing products
and services depends on the financial needs of customers and the types of products desired.

The Corporation sold its stake in Munder Capital Management (Munder) in 2006. This financial review and
the consolidated financial statements reflect Munder as a discontinued operation in all periods presented. For
detailed information concerning the sale of Munder and the components of discontinued operations, refer to
Note 27 to the consolidated financial statements.

The remaining discussion and analysis of the Corporation’s results of operations is based on results from
continuing operations.

Average loans in 2008 increased $1.9 billion, or four percent, from average 2007 levels. Excluding the
Financial Services Division, average loans grew $2.8 billion, or six percent, in 2008, compared to 2007, with
growth in most business lines, including Global Corporate Banking (18 percent), Specialty Businesses, which
includes Entertainment, Energy, Leasing, Technology and Life Sciences, (14 percent) and Private Banking
(15 percent). Excluding the Financial Services Division, average loans grew in all geographic markets in 2008,
compared to 2007: Texas (14 percent), Western (six percent), Midwest (three percent), Florida (13 percent) and
International (six percent). Average deposits, excluding the Financial Services Division increased $1.5 billion, or
four percent from 2007, resulting primarily from an increase in other time deposits. Excluding the Financial
Services Division, average noninterest-bearing deposits increased $529 million, or six percent, in 2008,
compared to 2007. In the Financial Services Division, where customers deposit large balances (primarily
noninterest-bearing) and the Corporation pays certain expenses on behalf of such customers and/or makes
low-rate loans to such customers, average loans decreased $820 million, or 62 percent, in 2008. Average
Financial Services Division deposits decreased $1.4 billion, or 36 percent, in 2008, compared to 2007, as average
noninterest-bearing deposits decreased $1.2 billion and average interest-bearing deposits decreased $245 million
due to reduced home prices, as well as, lower home mortgage financing and refinancing activity. Net interest
income decreased nine percent in 2008, compared to 2007, primarily due to a decrease in loan portfolio yields
and a reduced contribution from noninterest-bearing funds in a significantly low interest rate environment, a
challenging deposit pricing environment, the impact of a higher level of nonaccrual loans and $38 million of
tax-related non-cash charges to lease income in 2008, partially offset by growth in average earning assets, largely
driven by growth in investment securities available-for-sale.

Noninterest income increased less than one percent in 2008, compared to 2007, primarily due to securities
gains realized on the sale of the Corporation’s ownership of Visa, Inc. (Visa) ($48 million) and MasterCard shares
($14 million) in 2008, and increases in service charges on deposit accounts ($8 million) and letter of credit fees
($6 million), offset by decreases in deferred compensation asset returns ($33 million), net income from principal
investing and warrants ($29 million), income from low income housing investments ($9 million), gains on sales of
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SBA loans ($9 million) and commercial lending fees ($6 million). Changes in deferred compensation asset
returns are offset by changes in deferred compensation plan costs in noninterest expenses.

The Corporation’s credit staff closely monitors the financial health of lending customers in order to assess
ability to repay and to adequately provide for expected losses. Loan quality was impacted by challenges in the
residential real estate development business in the Western market (primarily California) and to a lesser extent in
the Middle Market and Small Business loan portfolios. Negative credit quality trends resulted in an increase in
net credit-related charge-offs and nonperforming assets in 2008, compared to 2007.

Noninterest expenses increased four percent in 2008, compared to 2007, primarily due to an $88 million net
charge related to the repurchase of auction-rate securities and increases in severance-related expenses
($30 million), the provision for credit losses on lending-related commitments ($19 million) and net occupancy
expense ($18 million), partially offset by decreases in salaries, excluding severance ($88 million) which included
a decrease in deferred compensation plan costs ($33 million), and customer services expense ($30 million). The
increase in net occupancy expense in 2008 included $10 million from the addition of 28 new banking centers in
2008 and 30 new banking centers in 2007. The refinement in the application of SFAS No. 91, “Accounting for
Loan Origination Fees and Costs,” (SFAS 91), as described in Note 1 to the consolidated financial statements,
resulted in a $44 million reduction in salaries expense for the year 2008, compared to 2007. Full-time equivalent
employees decreased six percent (approximately 600 employees) from year-end 2007 to year-end 2008, even with
135 full-time equivalent employees added to support new banking center openings.

Over 50 percent of the Corporation’s revenues are generated by the Business Bank business segment,
making the Corporation highly sensitive to changes in the business environment in its primary geographic
markets. To facilitate better balance among business segments and geographic markets, the Corporation opened
28 new banking centers in 2008 in markets with favorable demographics and plans to continue banking center
expansion in these markets. This is expected to provide opportunity for growth across all business segments,
especially in the Retail Bank and Wealth & Institutional Management segments, as the Corporation penetrates
existing relationships through cross-selling and develops new relationships.

Management provides the following general comments for the 2009 full-year outlook with the observation
that it is increasingly difficult to forecast in the current uncertain economic environment:

— Management expects to focus on new and expanding relationships, particularly in Small Business,
Middle Market and Wealth Management with the appropriate pricing and credit standards.

— Management expects full-year net interest margin pressure will continue. Management anticipates no
change in the Federal Funds rate. Management also expects continued improvement in loan spreads,
challenging deposit pricing and demand deposits that provide less value in a historically low interest rate
environment.

— Based on no significant further deterioration of the economic environment, management expects
full-year net credit-related charge-offs to remain consistent with full-year 2008. The provision for credit
losses is expected to continue to exceed net charge-offs.

— Management expects a mid-single digit decrease in noninterest expenses, due to control of discretionary
expenses and workforce.

On February 17,2009, the American Recovery and Reinvestment Act of 2009 (the Act) was signed into law.
The Act amended certain provisions of the U.S. Department of the Treasury Capital Purchase Program (the
Purchase Program) described in the Capital section of this financial review and Note 12 to the consolidated
financial statements. The Act included a provision that requires the Secretary of the U.S. Treasury to establish
standards to limit executive compensation and certain corporate expenditures for all current and future
participants in the Purchase Program. As a Purchase Program participant, the Corporation is subject to any such
standards established by the Secretary of the U.S. Treasury. The Act also amended the Purchase Program to
allow participants, with regulatory approval, to redeem preferred shares issued to the U.S. Treasury with funds
other than those raised through a “qualified equity offering” as described in Note 12 to the consolidated financial
statements. Upon redemption of the preferred shares, the Secretary of the U.S. Treasury shall liquidate all
warrants issued in connection with such preferred shares at the then current fair value per share. The
Corporation is currently evaluating the impact of the Act on executive compensation and certain corporate
expenditures and the redemption of the preferred shares.
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TABLE 2: ANALYSIS OF NET INTEREST INCOME

Fully Taxable Equivalent (FTE)

Years Ended December 31

2008 2007 2006
Average Average  Average Average  Average Average
Balance Interest Rate Balance Interest Rate Balance Interest Rate
(dollar amounts in millions)
Commercial loans (1)(2) . ................. $28,870 $1,468 5.08% $28,132 $2,038 7.25% $27,341 $1,877 6.87%
Real estate construction loans . . . . ........... 4,715 231  4.89 4,552 374 821 3,905 336  8.61
Commercial mortgage loans . . . ... .......... 10,411 580 5.57 9,771 709 7.26 9,278 675 7.27
Residential mortgage loans. . .. ... .......... 1,886 112 594 1,814 111 6.13 1,570 95  6.02
Consumer loans . .. .................... 2,559 130 5.08 2,367 166  7.00 2,533 181 7.13
Lease financing (3) .. .. ................. 1,356 8 059 1,302 40 3.04 1,314 52  4.00
International loans . . .. ................. 1,968 101 5.13 1,883 133 7.06 1,809 127 7.01
Business loan swap income (expense) (4) . .. ... .. — 24 —_ — (67) — —  (124) —_
Totalloans 2)(5) . . .. ................. 51,765 2,654 5.13 49,821 3504 7.03 47,750 3,219 674
Auction-rate securities available-forsale . . . ... ... 193 6 295 — — — — — —
Other investment securities available-for-sale . . . . . . 7,908 384 4.88 4,447 206  4.56 3,992 174  4.22
Total investment securities available-for-sale (6) . .. 8,101 390 4.83 4,447 206 4.56 3,992 174 4.22
Federal funds sold and securities purchased under
agreementstoresell . ............... ... 93 2 208 164 9 528 283 14 515
Interest-bearing deposits with banks . . . ... ... .. 219 1 061 15 1 4.00 110 6 586
er short-term investments . . .. ........... 244 10  3.98 241 13 575 156 12 726
Total earning assets. . . ... .............. 60,422 3,057 5.06 54,688 3,733 .82 52,291 3425 653
Cash and due from banks . . .. ............. 1,185 1,352 1,557
Allowance for loan losses . . ............... (691) (520) (499)
Accrued income and other assets . . . . ......... 4,269 3,054 3,230
Total assets . . ... ....... .o, $65,185 $58,574 $56,579
Money market and NOW deposits (1) . ........ $14,245 207 145  $14,937 460 3.08  $15,373 443 288
Savings deposits . . . ... ... 1,344 6 045 1,389 13 093 1,441 11 079
Customer certificates of deposit. . . . .. ........ 8,150 263 3.23 7,687 342 445 6,505 261  4.01
Total interest-bearing core deposits . . .. ...... 23,739 476  2.01 24,013 815 3.39 23,319 715 3.07
Other time deposits (4) .. ................ 6,715 232 345 5,563 300 5.39 4,489 235 523
Foreign office time deposits (8) . . . .. ......... 926 26 277 1,071 52 485 1,131 55 482
Total interest-bearing deposits . . .. ......... 31,380 734 234 30,647 1,167 3.81 28939 1,005 347
Short-term borrowings . . . .. .. ............ 3,763 87 230 2,080 105 5.06 2,654 130  4.89
Medium- and long-term debt 4)(7) .. ... ... ... 12,457 415 333 8,197 455 555 5,407 304 5.63
Total interest-bearing sources . . . . .......... 47,600 1236 2.59 40,924 1,727 22 37,000 1439 3.89
Noninterest-bearing deposits (1) . . ........... 10,623 11,287 13,135
Accrued expenses and other liabilities . . . . ... ... 1,520 1,293 1,268
Shareholders’ equity .. .................. 5,442 5,070 5,176
Total liabilities and shareholders’ equity . ... ... $65,185 $58,574 $56,579
Net interest income/rate spread (FTE) .. ....... $1,821 247 $2,006  2.60 $1,98 2.64
FTE adjustment (9) . . .. ................. $ 6 $ 3 $ 3
Impact of net noninterest-bearing sources of funds . . 0.55 1.06 1.15
Net interest margin (as a percentage of average
earning assets) (FTE) 2)3). . ... ..... ... .. 3.02% 3.66% 3.79%
(1) FSD balances included above:
Loans (primarily low-rate) . ... .......... $ 498 $ 7 140% $1318 $§ 9 069% $2363 $ 13 057%
Interest-bearing deposits . . . ............ 957 19 199 1,202 47 391 1,710 66 3.86
Noninterest-bearing deposits . . .......... 1,643 2,836 4,374
(2) Impact of FSD loans (primarily low-rate) on the
ollowing;
Commercial loans . . ... .............. (0.07)% (0.32)% (0.59)%
Totalloans . ...................... (0.03) (0.18) (0.32)
Net interest margin (FTE) (assuming loans were
funded by noninterest-bearing deposits) (0.01) (0.08) (0.16)

(3) 2008 net interest income declined $38 million and the net interest ma

income charges. Excluding these charges, the net interest margin would have been 3.08%.
(4) The gain or loss attributable to the effective portion of cash flow hedges of loans is shown in “Business loan swap income

(expense)”. The gain or loss attributable to the effective portion of fair value hedges of medium- and long-term debt, which

totaled a net gain of $43 million in 2008, is included in the related interest expense line item.
(5) Nonaccrual loans are included in avereﬁe balances reported and are used to calculate rates.

(6) Average rate based on average historical cost.

rgin declined six basis points due to tax-related non-cash lease

(7) Medium- and long-term debt average balances have been adjusted to reflect the gain or loss attributable to the risk hedged by risk

management swaps that qualify as a fair value hedge.

(8) Includes substantially all deposits by foreign' domiciled depositors; deposits are primarily in excess of $100,000.
(9) The FTE adjustment is computed using a federal income tax rate of 35%.
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TABLE 3: RATE-VOLUME ANALYSIS
Fully Taxable Equivalent (FTE)

Interest income (FTE):

Loans:
Commercial loans
Real estate construction loans . . . .
Commercial mortgage loans
Residential mortgage loans
Consumer loans . .. ...........
Lease financing ..............
International loans . . ..........
Business loan swap income

(exXpense) . . ..o

Totalloans................

Auction-rate securities
available-for-sale. . . ...........

Other investment secutities
available-for-sale. . ............

............

.....

......

Total investment securities
available-for-sale

Federal funds sold and securities
purchased under agreements to
resell

Interest-bearing deposits with banks .

Other short-term investments . . . . . .

.....................

Total interest income (FTE) . . ..

Interest expense:

Interest-bearing deposits:
Money market and NOW accounts
Savings deposits. . ... .........
Customer certificates of deposit . . .
Other time deposits . . .........
Foreign office time deposits

Total interest-bearing deposits . .

Short-term borrowings . . . ... .....
Medium- and long-term debt . . . ...

Total interest expense .. ... ...

Net interest income (FTE). . ...

2008/2007 2007/2006
Increase Increase Increase Increase
(Decrease)  (Decrease) Net (Decrease)  (Decrease) Net
Due to Due to Increase Due to Due to Increase
Rate Volume * (Decrease) Rate Volume * (Decrease)
(in millions)
$(608) $ 38 $(570) $104 $ 57 $161
(151) 8 (143) (16) 54 38
(165) 36 (129) (1 35 34
3) 4 1 1 15 16
(46) 10 (36) (3) (12) (15)
(32) — (32) (12) — (12)
(36) 4 (32) 1 5 6
91 — 1 7 _= 7
(950) 100 (850) 131 154 285
— 6 6 — —_ —
10 168 178 11 21 32
10 174 184 11 21 32
(5) 2) @) 1 (6) )
(v 1 — (2) 3) (5)
4) 1 (3) (1 2
(950) 274 (676) 140 168 308
(242) (11) (253) 30 (13) 17
(7) — (7) 2 — 2
(94) 15 (79) 29 52 81
(108) 40 (68) 7 58 65
(22) 4) (26) — (3) (3
(473) 40 (433) 68 94 162
(57) 39 (18) 5 (30) (25)
(182) 142 (40) “4) 155 151
(712) 221 (491) 69 219 288
$(238) $53 $(185) $71 $651) $ 20

*  Rate/volume variances are allocated to variances due to volume.
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NET INTEREST INCOME

Net interest income is the difference between interest and yield-related fees earned on assets and interest
paid on liabilities. Adjustments are made to the yields on tax-exempt assets in order to present tax-exempt
income and fully taxable income on a comparable basis. Gains and losses related to the effective portion of risk
management interest rate swaps that qualify as hedges are included with the interest income or expense of the
hedged item when classified in net interest income. Net interest income on a fully taxable equivalent (FTE) basis
comprised 67 percent of total revenues in 2008, compared to 69 percent in 2007 and 70 percent in 2006. Table 2
of this financial review provides an analysis of net interest income for the years ended December 31, 2008, 2007
and 2006. The rate-volume analysis in Table 3 above details the components of the change in net interest income
on a FTE basis for 2008, compared to 2007, and 2007, compared to 2006.

Net interest income (FTE) was $1.8 billion in 2008, a decrease of $185 million, or nine percent, from 2007.
The net interest margin (FTE), which is net interest income (FTE) expressed as a percentage of average earning
assets, decreased to 3.02 percent in 2008, from 3.66 percent in 2007. The decrease in net interest income in 2008
was primarily due to a decrease in loan portfolio yields and a reduced contribution from noninterest-bearing
funds in a significantly lower interest rate environment, a competitive environment for deposit pricing, the
impact of a higher level of nonaccrual loans and $38 million of tax-related non-cash charges to lease income in
2008, partially offset by growth in average earning assets, largely driven by growth in investment securities
available-for-sale. The lease income charges reflected the reversal of previously recognized income resulting from
projected changes in the timing of income tax cash flows on certain structured leasing transactions and will fully
reverse over the remaining lease terms (up to 19 years). Further information about the charges can be found in
the “Income Taxes and Tax-related Items” section of this financial review and Note 17 to the consolidated
financial statements. The decrease in the net interest margin (FTE) resulted primarily from the reasons cited for
the decline in net interest income discussed above, and as a result of the change in the mix of both earning assets,
driven by growth in investment securities available-for-sale, and interest-bearing sources of funds. The 2008
lease income charges discussed above reduced the net interest margin by six basis points. Average earning assets
increased $5.7 billion, or 10 percent, to $60.4 billion in 2008, compared to 2007, primarily as a result of a
$3.7 billion increase in average investment securities available-for-sale and a $1.9 billion increase in average
loans.

Net interest income and net interest margin are impacted by the operations of the Corporation’s Financial
Services Division. Financial Services Division customers deposit large balances (primarily noninterest-bearing)
and the Corporation pays certain expenses on behalf of such customers (“customer services” included in
“noninterest expenses” on the consolidated statements of income) and/or makes low-rate loans to such
customers (included in “net interest income” on the consolidated statements of income). The Financial Services
Division setves title and escrow companies that facilitate residential mortgage transactions and benefits from
customer deposits related to mortgage escrow balances. Financial Services Division deposit levels may change
with the direction of mortgage activity changes, the desirability of such deposits and competition for deposits.
Footnote (1) to Table 2 of this financial review displays average Financial Services Division loans (primarily
low-rate) and deposits, with related interest income/expense and average rates. Average Financial Services
Division loans (primarily low-rate) decreased $820 million, and average Financial Services Division noninterest-
bearing deposits decreased $1.2 billion in 2008, compared to 2007. Footnote (2) to Table 2 of this financial
review displays the impact of Financial Services Division loans on net interest margin (assuming the loans were
tunded by Financial Services Division noninterest-bearing deposits), which was a decrease of one basis point in
2008, compared to a decrease of eight basis points in 2007 and 16 basis points in 2006.

The Corporation implements various asset and liability management tactics to manage net interest income
exposure to interest rate risk. Refer to the “Interest Rate Risk” section of this financial review for additional
information regarding the Corporation’s asset and liability management policies.

In 2007, net interest income (FTE) was $2.0 billion, an increase of $20 million, or one percent, from 2006.
The net interest margin (FTE) decreased to 3.66 percent in 2007, from 3.79 percent in 2006. The increase in net
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interest income in 2007 was due to loan growth, which was partially offset by a decline in noninterest-bearing
deposits (primarily in the Financial Services Division) and competitive environments for both loan and deposit
pricing. The decrease in net interest margin (FTE) was due to loan growth, a competitive loan and deposit
pricing environment and changes in the funding mix, including a continued shift in funding sources toward
higher-cost funds. Partially offsetting these decreases were maturities of interest rate swaps that carried negative
spreads, which provided a 10 basis point improvement to the net interest margin in 2007, compared to 2006.
Average earning assets increased $2.4 billion, or five percent, to $54.7 billion in 2007, compared to 2006,
primarily as a result of a $2.1 billion increase in average loans and a $455 million increase in average investment
securities available-for-sale. Average Financial Services Division loans (primarily low-rate) decreased $1.0 billion,
and average Financial Services Division noninterest-bearing deposits decreased $1.5 billion in 2007, compared
to 2006.

Management expects average full-year 2009 net interest margin pressure will continue. Management
anticipates no change in the Federal Funds rate. Management also expects continued improvement in loan
spreads, challenging deposit pricing and demand deposits that provide less value in a historically low interest
rate environment.

PROVISION FOR CREDIT LOSSES

The provision for credit losses includes both the provision for loan losses and the provision for credit losses
on lending-related commitments. The provision for loan losses reflects management’s evaluation of the adequacy
of the allowance for loan losses. The allowance for loan losses represents management’s assessment of probable
losses inherent in the Corporation’s loan portfolio. The provision for credit losses on lending-related
commitments, a component of “noninterest expenses” on the consolidated statements of income, reflects
management’s assessment of the adequacy of the allowance for credit losses on lending-related commitments.
The allowance for credit losses on lending-related commitments, which is included in “accrued expenses and
other liabilities” on the consolidated balance sheets, covers probable credit-related losses inherent in credit-
related commitments, including letters of credit and financial guarantees. The Corporation performs an in-depth
quarterly credit quality review to determine the adequacy of both allowances. For a further discussion of both
the allowance for loan losses and the allowance for credit losses on lending-related commitments, refer to the
“Credit Risk” and the “Critical Accounting Policies” sections of this financial review.

The provision for loan losses was $686 million in 2008, compared to $212 million in 2007 and $37 million in
2006. The $474 million increase in the provision for loan losses in 2008, compared to 2007, resulted primarily
from continuing challenges in the residential real estate development business located in the Western market
(primarily California) and to a lesser extent in the Middle Market and Small Business loan portfolios. National
growth has been hampered by turmoil in the financial markets, declining home values and rising unemployment
rates. California lagged national growth primarily due to continued problems in the state’s real estate sector.
Evidence of real estate weakness in California included the continued downtrend of median sales prices of
existing single-family homes and residential building permits (January through November), which declined
43 percent from one year ago. Michigan continued to contract for a fifth consecutive year. The average 2008
Michigan Business Activity index compiled by the Corporation for the first eleven months of 2008 was running
six percent below the average for all of 2007. The Michigan Business Activity represents nine different measures
of Michigan economic activity compiled by the Corporation. The sharp decline in car sales nationally, the
restructuring in the auto sector and the recession nationally were major factors holding back the Michigan
economy. A wide variety of economic reports consistently showed that Texas continued to outperform the nation
in 2008, though growth clearly slowed from the rapid pace seen in 2007. Texas continued to benefit from its
energy sector and a much more modest retrenchment in homebuilding than in most other states, though a
downturn in energy production in the fourth quarter 2008, which is expected to continue into 2009, suggests
that Texas will outperform the nation by a smaller margin in 2009. Forward-looking indicators suggest that
economic conditions in the Corporation’s primary markets are likely to deteriorate in 2009 relative to recent
trends as a national recession continues. The increase in the provision for loan losses in 2007, when compared to
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2006, was primarily the result of challenges in the residential real estate development business in Michigan and
California and a leveling off of overall credit quality improvement trends in the Texas market and the remaining
businesses of the Western market.

The provision for credit losses on lending-related commitments was a charge of $18 million in 2008,
compared to a negative provision of $1 million and charge of $5 million in 2007 and 2006, respectively. The
$19 million increase in the provision for credit losses on lending-related commitments in 2008 was primarily the
result of an increase in specific reserves related to unused commitments extended to customers in the Michigan
Commercial Real Estate business line and California and residential real estate development business and
standby letters of credit extended to customers in the Michigan commercial real estate industry. The decrease in
2007 was primarily the result of a decrease in specific reserves related to unused commitments extended to two
large customers in the automotive industry. These reserves declined due to sales of commitments and improved
market values for the remaining commitments. An analysis of the changes in the allowance for credit losses on
lending-related commitments is presented in the “Credit Risk” section of this financial review.

Net loan charge-offs in 2008 were $471 million, or 0.91 percent of average total loans, compared to
$149 million, or 0.30 percent, in 2007 and $60 million, or 0.13 percent, in 2006. The net loan charge-offs
incurred in 2008 were relatively consistent in each quarter. The $322 million increase from 2007 resulted
primarily from increases in Western residential real estate development ($171 million), included in the
Commercial Real Estate line of business, Middle Market lending ($37 million) and Small Business lending
($26 million). Total net credit-related charge-offs, which includes net charge-offs on both loans and lending-
related commitments, were $472 million, or 0.91 percent of average total loans, in 2008, compared to
$153 million, or 0.31 percent, in 2007 and $72 million, or 0.15 percent, in 2006. Of the $319 million increase in
net credit-related charge-offs in 2008, compared to 2007, net credit-related charge-offs in the Business Bank
business segment increased $275 million. By geographic market, net credit-related charge-offs in the Western
and Midwest markets increased $213 million and $42 million, respectively, in 2008, compared to 2007.
Excluding Commercial Real Estate, net credit-related charge-offs were $206 million, or 0.46 percent of average
loans in 2008. An analysis of the changes in the allowance for loan losses, including charge-offs and recoveries by
loan category, is presented in Table 8 of this financial review. An analysis of the changes in the allowance for
credit losses on lending-related commitments is presented in the “Credit Risk” section of this financial review.

Based on no significant further deterioration of the economic environment, management expects full-year
2009 net credit-related charge-offs to remain consistent with full-year 2008. The provision for credit losses is
expected to exceed net charge-offs in 2009.
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NONINTEREST INCOME

Years Ended

December 31
2008 2007 2006

(in millions)
Service charges on deposit accounts. . ... ...... .. $229 $221 $218
Fiduciary income . . . . ...t i ittt 199 199 180
Commercial lending fees. . ... .. ... 69 75 65
Letterof credit fees . . .. . .. oot 69 63 64
Card fees . ..o 58 54 46
Brokerage fees. . . . ..o 42 43 40
Foreign exchangeincome . . . ....... ... ... . . 40 40 38
Bank-owned life insurance . .......... .. .. .. 38 36 40
Net SeCUrities GAINS . . . v v v v v et et e e e 67 7 —
Net gain (loss) on sales of businesses . . ... .......... ... ... — 3 (12)
Income from lawsuit settlement . . .. ........ ... — —_ 47
Other NONINELESt IMCOME . .+ . . v v v vttt ettt et ettt et e eae e 82 147 129
Total NONINTELESt INCOME . .« v v v v e e e ettt e et et e e e e e e $893 $888 $855

Noninterest income increased $5 million, or less than one percent, to $893 million in 2008, compared to
$888 million in 2007, and increased $33 million, or four percent, in 2007, compared to $855 million in 2006.
Excluding net securities gains, net gain (loss) on sales of businesses and income from lawsuit settlement,
noninterest income decreased six percent in 2008, compared to 2007, and increased seven percent in 2007,
compared to 2006. An analysis of increases and decreases by individual line item is presented below.

Service charges on deposit accounts increased $8 million, or three percent, to $229 million in 2008,
compared to $221 million in 2007, and increased $3 million, or one percent, in 2007, compared to $218 million
in 2006. The increase in 2008 was primarily due to lower earnings credit allowances provided to business
customers as a result of the interest rate environment.

Fiduciary income of $199 million was unchanged in 2008, compared to 2007, and increased $19 million, or
11 percent, in 2007, compared to $180 million in 2006. Personal and institutional trust fees are the two major
components of fiduciary income. These fees are based on services provided and assets managed. Fluctuations in
the market values of the underlying assets managed, which include both equity and fixed income securities,
impact fiduciary income. In 2008, lower fees related to the market decline were offset by net new business. The
increase in 2007 was due to net new business and market appreciation.

Commercial lending fees decreased $6 million, or eight percent, in 2008, compared to an increase of
$10 million, or 16 percent, in 2007. The majority of the decrease in 2008 resulted from lower participation fees
and lower unused commercial loan commitments. The increase in 2007 was primarily due to higher unused
commercial loan commitments and participation fees.

Letter of credit fees increased $6 million, or 10 percent, in 2008, compared to a decrease of $1 million, or
two percent, in 2007. The increase in 2008 was principally due to one-time adjustments related to the timing of
recognition of letter of credit fees. The decrease in 2007 was principally due to competitive pricing pressures and
lower demand resulting from the recent challenges in the residential real estate market.

Card fees, which consist primarily of interchange fees earned on debit and commercial cards, increased
$4 million, or nine percent, to $58 million in 2008, compared to $54 million in 2007, and increased $8 million, or
16 percent, in 2007, compared to $46 million in 2006, Growth in both 2008 and 2007 resulted primarily from an
increase in transaction volume caused by the continued shift to electronic banking, new customer accounts and
new products.
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Brokerage fees of $42 million decreased $1 million, or three percent, in 2008, compared to $43 million and
$40 million in 2007 and 2006, respectively. Brokerage fees include commissions from retail broker transactions
and mutual fund sales and are subject to changes in the level of market activity. The decrease in 2008 was
primarily due to lower transaction volumes as a result of strained market conditions. The increase in 2007 was
primarily due to increased customer investments in money market mutual funds.

Foreign exchange income of $40 million was unchanged in 2008, compared to 2007, and increased
$2 million in 2007, compared to 2006. The increase in 2007 was primarily due to the impact of exchange rate
changes on the Canadian dollar denominated net assets held at the Corporation’s Canadian branch.

Bank-owned life insurance income increased $2 million, to $38 million in 2008, compared to a decrease of
$4 million, to $36 million in 2007. The increase in 2008 resulted primarily from an increase in death benefits
received. The decrease in 2007 resulted primarily from decreases in death benefits received and earnings.

Net securities gains increased $60 million to $67 million in 2008, compared to $7 million in 2007 and a
minimal amount in 2006. Included in 2008 were gains on the sales of the Corporation’s ownership of Visa
($48 million) and MasterCard shares ($14 million). There were no individually significant gains in 2007 and
2006.

The net gain on sales of businesses in 2007 included a net gain of $1 million on the sale of an insurance
subsidiary and a $2 million adjustment to reduce the loss on the 2006 sale of the Corporation’s Mexican bank
charter, while 2006 included a net loss of $12 million on the sale of the Mexican bank charter.

The income from lawsuit settlement of $47 million in 2006 resulted from a payment received to settle a
Financial Services Division-related lawsuit.

Other noninterest income decreased $65 million, or 45 percent, in 2008, compared to an increase of
$18 million, or 15 percent, in 2007. The following table illustrates fluctuations in certain categories included in
“other noninterest income” on the consolidated statements of income.

Years Ended
December 31

2008 2007 2006

(in millions)
Other noninterest income

Risk management hedge gains (losses) from interest rate

and foreign exchange contracts . .............. . ... ... .. $ 8 $3 s
Amortization of low income housing investments . ....................... 42) (33) (29
Gainonsaleof SBAloans . ........ ... .. . . ... 5 14 12
Net income (loss) from principal investing and warrants . .................. (10) 19 10
Deferred compensation asset returns * . ... ... ... oo (26) 7 3

*  Compensation deferred by the Corporation’s officers is invested in stocks and bonds to reflect the

investment selections of the officers. Income (loss) on these assets is reported in noninterest income and the
offsetting increase (decrease) in the liability is reported in salaries expense.
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NONINTEREST EXPENSES

Years Ended December 31

2008 2007 2006
(in millions)

SalarieS . . L e e e e e $ 781 $ 844 $ 823
Employee benefits . .. .. .. ...t 194 193 184

Total salaries and employee benefits . . .......... .. ... .. ... ... .... 975 1,037 1,007
Net OCCUPANCY EXPEISE . . o v v v v v et vt it e ettt ee e 156 138 125
Equipment eXPense . . . ...t 62 60 55
Outside processing fee expense . ... ...t 104 91 85
SOftWALE EXPENSE .+ v v v vt e e e 76 63 56
CUSLOMET SEIVICES .+ v v v v e e ettt e e e e e e it e i 13 43 47
Litigation and operational losses ... .......... ... .. .. ... 103 18 11
Provision for credit losses on lending-related commitments . . .. ........... 18 (1) 5
Other NONINtEreSt EXPENSES .+« « v v v v e et e et it e 244 242 283

Total NONINTErESt EXPENSES + + + « v v v et e e et ettt $1,751 $1,691 $1,674

Noninterest expenses increased $60 million, or four percent, to $1,751 million in 2008, compared to
$1,691 million in 2007, and increased $17 million, or one percent, in 2007, from $1,674 million in 2006.
Excluding an $88 million net charge related to the repurchase of auction-rate securities from certain customers
in 2008, noninterest expenses decreased $28 million, or two percent, in 2008, compared to 2007, largely due to
decreases in salaries, excluding severance ($88 million) which included a decrease in deferred compensation
plan costs ($33 million), and customer services expense ($30 million), partially offset by increases in severance-
related expenses ($30 million), the provision for credit losses on lending-related commitments ($19 million) and
net occupancy expense ($18 million). An analysis of increases and decreases by individual line item is presented

below.

The following table summarizes the various components of salaries and employee benefits expense.

Years Ended December 31

2008 2007 2006
(in millions)
Salaries
Regular salaries (including contract labor) .. ........ ... ... .......... $609 $ 635 $ 619
SEVELAIICE .+ .+ v v v e e e et e e e e e e 29 4 8
Incentives . . . . oot e e 117 138 134
Deferred compensation plan costs . . .. ... ... .o e (25) 8 5
Share-based compensation . ..............u i 51 59 57
Total salaries . . ... oo e 781 844 823
Employee benefits
Pension EXPENSE . . . o vttt 20 36 39
Severance-related benefits. . . ... ... ... ... 5 — —
Other employee benefits . ... ... ... ... ... i 169 157 145
Total employee benefits . ............ ... ... . ... . . . 194 193 184
Total salaries and employee benefits . . . ........ ... ... . ... .. ... $975 $1,037 $1,007

Salaries expense decreased $63 million, or seven percent, in 2008, compared to an increase of $21 million,
or three percent, in 2007. The decrease in 2008 was primarily due to decreases in deferred compensation plan
costs ($33 million), regular salaries ($26 million), incentives ($21 million), and share-based compensation
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($8 million), partially offset by an increase in severance expense ($25 million). The decrease in deferred
compensation plan costs were offset by decreased deferred compensation asset returns in noninterest income.
The decrease in regular salaries in 2008 was primarily the result of the refinement in the application of SFAS 91
($44 million), as described in Note 1 to the consolidated financial statements, and a decrease in staff size of
approximately 600 full-time equivalent employees from year-end 2007 to year-end 2008. Partially offsetting the
decreases in regular salaries in 2008 was annual merit increases of approximately $16 million. The $25 million
increase in severance expense reflected staff reduction efforts in the fourth quarter of 2008, primarily in response
to deteriorating economic conditions. The increase in 2007 was primarily due to increases in regular salaries of
$16 million and incentive compensation of $4 million. The increase in regular salaries in 2007 was primarily the
result of annual merit increases of approximately $18 million, partially offset by a decline in contract labor costs
associated with technology-related projects. In addition, staff size increased approximately 80 full-time
equivalent employees from year-end 2006 to year-end 2007, including approximately 140 full-time equivalent
employees added in new banking centers.

Employee benefits expense increased $1 million, or one percent, in 2008, compared to an increase of
$9 million, or five percent, in 2007. An increase in staff insurance costs and severance related benefits in 2008,
when compared to 2007, was substantially offset by a decline in pension expense. The increase in 2007 resulted
primarily from an increase in defined contribution plan expense, mostly from a change in the Corporation’s core
matching contribution rate effective January 1, 2007. For a further discussion of pension and defined
contribution plan expense, refer to the “Critical Accounting Policies” section of this financial review and
Note 16 to the consolidated financial statements.

Net occupancy and equipment expense increased $20 million, or 10 percent, to $218 million in 2008,
compared to an increase of $18 million, or 10 percent, in 2007. Net occupancy and equipment expense increased
$11 million and $9 million in 2008 and 2007, respectively, due to the addition of 28 new banking centers in 2008,
30 in 2007 and 25 in 2006.

Outside processing fee expense increased $13 million, or 13 percent, to $104 million in 2008, from
$91 million in 2007, compared to an increase of $6 million, or seven percent, in 2007. The increases in 2008 and
2007 are from higher volume in activity-based processing charges, in part related to outsourcing.

Software expense increased $13 million, or 21 percent, in 2008, compared to an increase of $7 million, or
12 percent in 2007. The increases in both 2008 and 2007 were primarily due to increased investments in
technology, including banking center and treasury management sales tracking tools, anti-money laundering
initiatives, transition from paper to electronic check processing and the continued development of loan portfolio
and enterprise level analytical tools, combined with an increase in both amortization and maintenance costs.

Customer services expense decreased $30 million, or 69 percent, to $13 million in 2008, from $43 million in
2007, and decreased $4 million, or seven percent, in 2007, from $47 million in 2006. Customer services expense
represents certain expenses paid on behalf of particular customers, and is one method to attract and retain title
and escrow deposits in the Financial Services Division. The amount of customer services expense varies from
period to period as a result of changes in the level of noninterest-bearing deposits and low-rate loans in the
Financial Services Division and the earnings credit allowances provided on these deposits, as well as, a
competitive environment.

Litigation and operational losses increased $85 million to $103 million in 2008, from $18 million in 2007,
and increased $7 million in 2007, compared to $11 million in 2006. Litigation and operational losses include
traditionally defined operating losses, such as fraud or processing problems, as well as, uninsured losses and
litigation losses. These expenses are subject to fluctuation due to timing of authorized and actual litigation
settlements, as well as, insurance settlements. The increase in 2008 is primarily due to a net charge of $88 million
related to the repurchase of auction-rate securities from certain customers, partially offset by a 2008 reversal of a
$13 million loss sharing expense related to the Corporation’s membership in Visa recognized in 2007. For
additional information on the repurchase of auction-rate securities, refer to the “Investment Securities
Available-for-Sale” portion of the “Balance Sheet and Capital Funds Analysis” section and “Critical Accounting
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Policies” section of this financial review and Note 28 to the consolidated financial statements. The increase in
2007 reflected the $13 million Visa loss sharing expense discussed above partially offset by a litigation-related
insurance settlement of $8 million received in 2007.

The provision for credit losses on lending-related commitments increased $19 million to $18 million in
2008, from a negative provision of $1 million in 2007, and decreased $6 million in 2007, compared to a provision
of $5 million in 2006. For additional information on the provision for credit losses on lending-related
commitments, refer to Notes 1 and 20 to the consolidated financial statements, respectively, and the “Provision
for Credit Losses” section of this financial review.

Other noninterest expenses increased $2 million, or one percent, in 2008, compared to a decrease of
$41 million, or 14 percent, in 2007. The increase in 2008, compared to 2007, resulted primarily from an
$11 million increase in Federal Deposit Insurance Corporation (FDIC) insurance. The decrease in 2007 was
primarily the result of the prospective change in classification of interest on income tax liabilities to “provision
for income taxes” in 2007. The following table illustrates the fluctuations in certain categories included in “other
noninterest expenses” on the consolidated statements of income.

Years Ended December 31
2008 2007 2006

(in millions)
Other noninterest expenses
FDIC INSULAIICE . « . v v o v et e e e e e e e e e et e et et e e e $ 16 $ 5 $ 5
Other real estate €XPeNSES . . . . . oot vttt i 10 7 4
Interest on income tax liabilities. . . . . ... ..o vt N/A N/A 38

N/A — Not Applicable

Management expects a mid single-digit decrease in noninterest expenses in 2009 compared to 2008 levels,
due to control of discretionary expenses and workforce.

INCOME TAXES AND TAX-RELATED ITEMS

The provision for income taxes was $59 million in 2008, compared to $306 million in 2007 and $345 million
in 2006. The provision for income taxes in 2008 reflected the impact of lower pre-tax income and included a net
after-tax charge of $9 million related to the acceptance of a global settlement offered by the IRS on certain
structured leasing transactions, settlement with the IRS on disallowed foreign tax credits related to a series of
loans to foreign borrowers and other tax adjustments. The provision for income taxes in 2007 included a
$9 million reduction ($6 million after-tax) of interest resulting from a settlement with the Internal Revenue
Service (IRS) on a refund claim.

The effective tax rate, computed by dividing the provision for income taxes by income from continuing
operations before income taxes, was 21.7 percent in 2008, 31.0 percent in 2007 and 30.6 percent in 2006.
Changes in the effective tax rate in 2008 from 2007, and 2007 from 2006, are disclosed in Note 17 to these
consolidated financial statements. The Corporation had a net deferred tax asset of $29 million at December 31,
2008. Included in net deferred taxes at December 31, 2008 were deferred tax assets of $625 million, net of a
$1 million valuation allowance established for certain state deferred tax assets. A valuation allowance is provided
when it is “more-likely-than-not” that some portion of the deferred tax asset will not be realized. Deferred tax
assets are evaluated for realization based on available evidence and assumptions made regarding future events.
In the event that the future taxable income does not occur in the manner anticipated, other initiatives could be
undertaken to preclude the need to recognize a valuation allowance against the deferred tax asset.

On January 1, 2007 the Corporation adopted the provisions of FASB Interpretation No. 48, “Accounting
for Uncertainty in Income Taxes — an interpretation of FASB Statement No. 109,” (FIN 48). As a result, the
Corporation recognized an increase in the liability for unrecognized tax benefits of approximately $18 million at
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January 1, 2007, accounted for as a change in accounting principle via a decrease to the opening balance of
retained earnings ($13 million after-tax). For further discussion of FIN 48, refer to Note 17 to these consolidated
financial statements.

INCOME FROM DISCONTINUED OPERATIONS, NET OF TAX

Income from discontinued operations, net of tax, was $1 million in 2008, compared to $4 million in 2007
and $111 million in 2006. Income from discontinued operations in 2008 reflected income accrued on a
contingent note related to the sale of Munder in 2006. 2008 and 2007 also included adjustments to the initial gain
recorded on the sale of Munder in 2006. For further information on the sale of Munder and discontinued
operations, refer to Note 27 to the consolidated financial statements.

PREFERRED STOCK DIVIDENDS

In the fourth quarter 2008, the Corporation participated in the U.S. Department of Treasury
(U.S. Treasury) Capital Purchase Program (the Purchase Program) and received proceeds of $2.25 billion from
the U.S. Treasury. In return, the Corporation issued 2.25 million shares of Fixed Rate Cumulative Perpetual
Preferred Stock, Series F, without par value (preferred shares) and granted a warrant to purchase 11.5 million
shares of common stock to the U.S. Treasury. The preferred shares pay a cumulative dividend rate of five percent
per annum on the liquidation preference of $1,000 per share through November 2013, and a rate of nine percent
per annum thereafter.

The proceeds from the Purchase Program were allocated between the preferred shares and the related
warrant based on relative fair value, which resulted in an initial carrying value of $2.1 billion for the preferred
shares and $124 million for the warrant. The resulting discount to the preferred shares of $124 million will
accrete on a level yield basis over five years through November 2013 and is being recognized as additional
preferred stock dividends.

Preferred stock dividends, including the accretion of the discount, were $17 million for the fourth quarter
and the year ended December 31, 2008. Preferred stock dividends are expected to be approximately $33 million
for the first quarter 2009 and $134 million for the full-year 2009.

For further information on the Purchase Program, refer to the “Capital” section of this financial review and
Note 12 to the consolidated financial statements.
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STRATEGIC LINES OF BUSINESS

BUSINESS SEGMENTS

The Corporation’s operations are strategically aligned into three major business segments: the Business
Bank, the Retail Bank and Wealth & Institutional Management. These business segments are differentiated
based upon the products and services provided. In addition to the three major business segments, the Finance
Division is also reported as a segment. The Other category includes discontinued operations and items not
directly associated with these business segments or the Finance Division. Note 24 to the consolidated financial
statements describes the business activities of each business segment and the methodologies which form the
basis for these results, and presents financial results of these business segments for the years ended December 31,
2008, 2007 and 2006.

The following table presents net income (loss) by business segment.

Years Ended December