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MORTGAGE LENDER

Flagstar Bancorp (NASDAQ: FLGS) is the holding company for Flagstar Bank, FSB, a federally chartered

stock savings bank. Since being founded in 1987 Flagstar has experienced exceptional growth, and today

is the largest independent savings institution headquartered in Michigan. The bank is also one of the

nation’s leading mortgage lenders. Although Flagstar continuously expands into new markets, the Bank

remains strongly committed to all our local communities.

Our community banking centers in Michigan and Indiana and our web-based banking serve the general pub-

lic. We attract retail customer deposits through these channels in addition to acquiring funds from the

wholesale deposit market. We use these funds to invest in loans that we originate and acquire nationally.

We are one of the nation’s largest mortgage lenders; we also manage a large volume of mortgages as a loan

servicer. Our mortgage business is supported by offices from coast to coast. In addition, we provide ware-

house lines of credit nationally and originate consumer and commercial loans in Michigan and Indiana.

Flagstar is a growth-oriented

community bank with more than

50 banking centers in Michigan

and Indiana.

Flagstar is one of the nation’s

largest residential mortgage

originators.

Flagstar services over 110,000

mortgage loans for homeowners

across the country.

MORTGAGE SERVICERMORTGAGE LENDERCOMMUNITY BANK

Company Profile



Letter to the stockholders





Mark T. Hammond
Vice Chairman of the Board

President

Thomas J. Hammond
Chairman of the Board
Chief Executive Officer

The year 2000 was an eventful one for Flagstar Bancorp. We surpassed a number of milestones, posted some
wonderful accomplishments, and weathered a challenging interest rate environment.

· In February Flagstar signed an agreement with Wal-Mart Stores, Inc., to open banking centers in
Wal-Mart stores in Michigan and Indiana.

· In April we exceeded $5 billion in assets, and we ended the year with $5.8 billion in assets—a 35%
increase over 1999.

· In May we surpassed 100,000 banking account customers, in addition to our over-110,000 mortgage customers.
· In June Flagstar opened its first banking center in Indiana, with six more following by the end of the year.
· In July Flagstar Bancorp was rated the most profitable publicly traded mid-sized thrift in the country

by the banking industry periodical U.S. Banker.
· In September Flagstar opened its 50th banking center. We ended the year with 52, an increase of 17,

or 49%, over 1999.
· In October we moved into our new 383,000-square-foot national headquarters building in Troy,

Michigan, consolidating operations that previously had been located in three buildings.
· In November we celebrated having over 2,000 employees as members of the Flagstar team.
· By the end of December 2000 we posted $1.9 billion in retail deposits, an exceptional growth of 46% over 1999.

We recorded diluted net earnings per common shares of $2.35 for 2000, a decrease of 14.5% from 1999.  Despite
market conditions, we have continued to maintain strong profitability, and we are pleased to report for 2000 a
return on average equity of 15.5%.

Overall 2000 was an excellent year; however, the interest rate environment did provide some challenges.  The relatively
higher rates caused a decrease in our mortgage production and an increase in price competition, affecting margins in
mortgage originations and limiting mortgage banking income.

The 2001 rate environment looks to be more favorable for Flagstar. We anticipate substantially higher mortgage
production and improved margins, resulting in enhanced mortgage banking income. We also anticipate increased
interest spreads and improved banking margins, resulting in enhanced interest income.

We are also pleased to report that our stockholders had a successful year. The board of Directors authorized
dividends after each quarter.  Our stock’s year-end price of $25.00 was up 45% for 2000, and up 92% from the
initial public offering in May 1997.  We also repurchased an additional one million shares of our common stock in
2000.  These shares were acquired at an average price of $12.99 per share. Stockholders’ equity grew from $185.7
million on December 31, 1999, to $196.8 million on December 31, 2000.

We want to extend our appreciation to our stockholders for the confidence you have placed in us. We will con-
tinue to carry out our growth-oriented business plan during 2001, while maintaining our focus on profitability,
exemplary customer service and creation of value for our stockholders.

Mark T. Hammond
Vice Chairman of the Board
President

Thomas J. Hammond
Chairman of the Board
Chief Executive Officer
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Financial Highlights

      At or For the Year Ended December 31,      At or For the Year Ended December 31,      At or For the Year Ended December 31,      At or For the Year Ended December 31,      At or For the Year Ended December 31,

      (In thousands, except share data)

Net earnings $28,934 $38,421 $41,063 $21,772 $17,023

Earnings per share – basic $2.38 $2.83 $3.00 $1.70 $1.51

Earnings per share – diluted $2.35 $2.75 $2.90 $1.68 $1.51

Total assets $5,763,224 $4,310,039 $3,046,445 $1,901,084 $1,297,226

Retail deposits $1,870,731 $1,293,183 $835,097 $509,106 $411,841

Stockholders’ equity $196,830 $185,714 $163,852 $126,617 $78,468

Mortgage loan originations $9,865,152 $14,550,258 $18,852,885 $7,873,099 $6,791,665

Mortgage loans serviced for others $6,644,482 $9,519,926 $11,472,211 $6,412,797 $4,801,581

Return on assets 0.56% 1.05% 1.45% 1.29% 1.53%

Return on equity 15.47% 21.37% 28.77% 20.69% 24.68%

* 1996 earnings reflect the onetime SAIF assessment of $3.4 million ($2.2 million after-tax) paid in September
  1996. Without this assessment, earnings would have been $19.2 million, return on average equity 27.87%,
   and return on average assets 1.73%.
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G r o w t h  &  E x p a n s i o n





Growth & expansion

Throughout the year 2000, Flagstar Bank opened 17 new offices, eight of which are located in Wal-Mart

stores. The new offices increased our total number of banking centers by 49%. These openings, coupled

with strong marketing efforts at existing banking centers, resulted in retail deposit balances growing a

phenomenal 46% in 2000.

Last year we began an ambitious community banking expansion within Wal-Mart Stores, Inc. We entered a

series of long-term leases to open Flagstar InStore Banking Centers as tenants in 26 Michigan and 16 Indiana

Wal-Mart stores. The selected locations are either new Wal-Mart stores scheduled to open through mid-

2002 or stores that will be renovated in the same time-frame.

Wal-Mart Stores, Inc., the world’s largest retailer, has enjoyed great success in the Michigan and Indiana

markets. The InStore Banking Centers allow Flagstar to substantially expand our customer base into the

high-visibility and high-traffic Wal-Mart locations, as well as to enter into the state of Indiana.

The InStore Banking Centers are highly innovative. Each offers a 24-hour Automated Service Center that

includes an Automated Teller Machine and a dedicated telephone connection to our 24 VoiceSM telephone

banking center, for quick transactions. They also include Flagstar Learning Centers, which are special kiosks

equipped with a Touch Me automated interactive system. Customers can access financial data, career oppor-

tunities at Flagstar, and Flagstar product information, as well as open accounts and even apply for loans. In

addition, the InStore Banking Centers are staffed by Financial Service Representatives instead of tellers.

Working directly with customers at desks rather than behind teller windows, these representatives deliver

personal service for a variety of banking needs.

In 2000 we opened one InStore Banking Center in Michigan and seven in Indiana Wal-Mart stores. In 2001

we anticipate opening twelve in Michigan and five in Indiana. In 2002 we intend to open an additional 13

in Michigan and four in Indiana.
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C o m m u n i t y  B a n k i n g

Branch-------------------2
Calhoun------------------1
Genesee-----------------1
Hillsdale-----------------1
Ingham--------------------3
Internet-----------------1
jackson-----------------8
Kalamazoo-----------------2

Kent----------------------3
Livingston-----------------1
macomb-----------------1
Oakland-----------------5
Ottawa-- - - - - - - - - - - - - - - -4
St. Joseph-----------------2
Washtenaw---------------5
Wayne--- - - - - - - - - - - - - - - -3

Allen-- - - - - - - - - - - - - - - - - -2
Howard--- - - - - - - - - - - - - - -1
Marion-------------------4

Michigan Banking Centers
(by county)

as of december 31, 2000

Indiana Banking Centers
(by county)

as of december 31, 2000

michigan Banking Centers

PmBanking Centers

Indiana Banking Centers





Community Banking

Thanks to the wave of financial institution mergers and takeovers in the latter half of the 1990s, and to our

company’s outstanding record of growth, Flagstar Bank begins the 21st Century as the largest independent

savings institution headquartered in Michigan. Flagstar is a growth-oriented bank with a firm commitment to

community banking, as our accomplishments in 2000 demonstrate.

We will continue our aggressive growth plan in 2001, opening eight new banking centers in addition to

the Wal-Mart Banking Centers. The new banking centers will be located primarily in the Metropolitan

Detroit area. To ensure success when we open new banking centers, we thoroughly research the demo-

graphics and other market characteristics of each community and specific location we are considering.

Each of the new facilities opened in 2000 was a de novo office operating in a strategically selected

location.

The many recent bank mergers and acquisitions have left the Metropolitan Detroit market hungry for a

strong, consumer-friendly bank to serve the community. Our new full-service offices will enable us to reach

out to the market with deposit and consumer lending products and services.

Flagstar differentiates itself from its regional money center bank and international bank competitors in a

number of ways. First, we offer private banking to all customers. Flagstar customer service representa-

tives sit at desks to conduct business with customers eye-to-eye, as opposed to other banks’ use of tellers

behind windows. In addition, we open our banking center offices earlier and close our drive-through

facilities later than our competitors. Finally, we generally provide lower fees and higher deposit rates

than our large-bank competitors.
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C o m m u n i t y  L e n d i n g





Community Lending

Flagstar has traditionally been a leading lender in all the communities in our retail market. We are commit-

ted to growing our lending in all of our established and developing markets, as well as to expanding our

lending into new markets.

Mortgage Lending

Since our founding in 1987 we have provided consumers in our retail market area with a wide variety of

mortgage financing options. We continue to be one of the leading retail mortgage lenders in Michigan, origi-

nating over $1 billion in home mortgage loans in 2000.

One important difference between Flagstar and other financial institutions is the fact that our staff of over

290 mortgage loan officers is willing and able to meet with mortgage applicants virtually anywhere and any

time. Our convenience is unmatched. In addition, our competitive rates, wide array of products and our quick-

response origination technology give consumers strong reasons to turn to Flagstar for home mortgages.

Consumer Lending

As our community banking operations and retail lending markets have grown, our retail customer base has

increased. This has enabled us to build and diversify our loan product line. Our financing instruments now

include a full spectrum of consumer loan products, including secured loans and personal lines of credit. We

financed over $75 million in consumer, home equity and second mortgage loans in 2000.

Construction Lending

As a leader in mortgage lending, we have worked with many of the home builders in our retail market. During

2000 we provided our customers with financing for over $78 million in new home construction. Our lending

programs are individually tailored to provide each customer with the most satisfying experience possible.

Commercial Lending

In order to service the business community in our retail market, we opened our Commercial Lending Depart-

ment in late 1997. In 2000 we lent over $94 million to small and mid-sized businesses in southern Michigan.

Page 11



M o r t g a g e  B a n k i n g

✪ Wholesale Regional OfficesWholesale Regional OfficesWholesale Regional OfficesWholesale Regional OfficesWholesale Regional Offices

★ Satellite OfficesSatellite OfficesSatellite OfficesSatellite OfficesSatellite Offices

Flagstar Bank has been a major force in the mortgage market since the company’s incorporation in 1987. We

have grown this business consistently, and have formed business relationships with over 4000 banks, credit

unions and mortgage companies across the United States. We service these relationships with nine strategi-

cally located regional offices and six satellite offices, housing a national sales force of exceptional quality.

quality.





The success of our highly respected national mortgage operation is the result of the dedication by

all members of our team to provide the highest level of customer service. We stay on the leading

edge of technology, and offer our customers an extensive product line and very competitive prices.

This strategic combination of people, technology, products and price has enabled us to compete

aggressively and purchase mortgage loans in all 50 states.

Our wholesale mortgage lending operation consists of broker lending, correspondent acquisitions,

and warehouse lending production channels.

Wholesale Lending

In 2000 we continued our leadership in wholesale mortgage lending by providing nearly $5 billion for

mortgage closings to our mortgage broker partners. At year’s end, Flagstar was the nation’s 12th-largest

wholesale lender (“Top Conventional Wholesalers in 4Q ’00,” Origination News®, March 2001).

Correspondent Lending

In 2000 we purchased nearly $4 billion in mortgages from banks, credit unions, and mortgage companies with

whom we have business relationships. We ended the year as the 16th-largest correspondent lender in the

nation (“Top Conventional Correspondent Lenders in 4Q ’00,” Origination News®, March 2001).

Warehouse Lending

As a warehouse lender, we lend money to mortgage companies to facilitate closings. We entered this

business in Michigan in 1994, and took it national in 1996. Our ability to provide this specialized financing

has strengthened our relationships with our correspondent customers. At year’s end, we had extended

credit to 119 customers for $259.8 million, of which $66.8 million was drawn and outstanding.

Mortgage  Bank ing

Mortgage Loans Originated
(in thousands) Page 13
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LOAN SERVICING

We have managed and serviced a large portfolio of mortgage loans since Flagstar Bancorp incorporated. We

originate and purchase substantially more mortgage loans than we are able to invest in. We then package the

excess loans into mortgage-backed securities, which we in turn sell to investors while maintaining the right

to service the loans. As a mortgage loan servicer we collect customers’ mortgage payments, property taxes,

and hazard insurance premiums monthly. We then distribute these mortgage payments to the investors and

pay the property taxes and insurance premiums, all for a fee. The fee revenue associated with servicing a

loan acts, in most cases, as a natural hedge against interest rate risk, providing more net revenue in a rising

interest rate environment in which loan origination income may decline. At year’s end, our mortgage loan

servicing portfolio totaled $6.6 billion.
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FLAGSTAR BANK, FSB
Thomas J. Hammond Chairman of the Board,

Chief Executive Officer

Mark T. Hammond Vice Chairman of the Board,

President

Mary Kay McGuire Director, Secretary,

Senior Vice President

Charles Bazzy Director

William B. Bortels Director

Harry S. Ellman Director

Ronald I. Nichols, Sr. Director

Michael W. Carrie Executive Vice President,

Chief Financial Officer

Joan H. Anderson Executive Vice President

Kirstin A. Hammond Executive Vice President

Robert O. Rondeau, Jr. Executive Vice President

Marie A. Ralko Senior Vice President,

Treasurer

Albert J. Gladner Senior Vice President,

General Counsel

Jean R. Garrick Senior Vice President

Karen F. Shreve Senior Vice President

Linda R. Terrasi Senior Vice President

M. David Bowers Senior Vice President

William M. Robinson Senior Vice President

Alessandro P. Dinello Senior Vice President

Catherine L. McIntee Senior Vice President

Mark C. Stevens Senior Vice President

FLAGSTAR TRUST
Thomas J. Hammond Administrative Trustee

Mark T. Hammond Administrative Trustee

Michael W. Carrie Administrative Trustee

Joan H. Anderson Administrative Trustee

DIRECTORS & SENIOR OFFICERS

FLAGSTAR BANCORP, INC.
Thomas J. Hammond Chairman of the Board,

Chief Executive Officer

Mark T. Hammond Vice Chairman of the Board,

President

Michael W. Carrie Director, Executive Vice President,

Chief Financial Officer

Joan H. Anderson Director, Executive Vice President

John R. Kersten Director

James D. Isbister Director

C. Michael Kojaian Director

Richard S. Elsea Director

James D. Coleman Director

Mary Kay McGuire Secretary, Senior Vice President

Marie A. Ralko Senior Vice President, Treasurer

FLAGSTAR CAPITAL CORPORATION
Thomas J. Hammond Chairman of the Board,

Chief Executive Officer

Mark T. Hammond Vice Chairman of the Board,

President

Michael W. Carrie Director, Executive Vice President,

Chief Financial Officer, Treasurer

Joan H. Anderson Director, Executive Vice President

Jack Christenson Director

Robert W. DeWitt Director

Mary Kay McGuire Director, Secretary
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