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Forward-Looking Statements

This Form 10-Q contains forward-looking statements. Statements that are not historical or current facts,
including statements about beliefs and expectations, are forward-looking statements. Forward-looking statements
involve inherent risks and uncertainties, and important factors could cause actual results to differ materially from
those anticipated, including the following, in addition to those contained in U.S. Bancorp’s (the “Company”) reports
on file with the SEC: (i) general economic or industry conditions could be less favorable than expected, resulting in a
deterioration in credit quality, a change in the allowance for credit losses, or a reduced demand for credit or fee-
based products and services; (ii) the Company could encounter unforeseen complications in connection with the
ongoing integration of the products, operations and information systems of Firstar Corporation with the former
U.S. Bancorp that could adversely affect the Company’s operations or customer relationships; (iii) changes in the
domestic interest rate environment could reduce net interest income and could increase credit losses; (iv) the
conditions of the securities markets could change, adversely affecting revenues from capital markets businesses, the
value or credit quality of the Company’s assets, or the availability and terms of funding necessary to meet the
Company’s liquidity needs; (v) changes in the extensive laws, regulations and policies governing financial services
companies could alter the Company’s business environment or affect operations; (vi) the potential need to adapt to
industry changes in information technology systems, on which the Company is highly dependent, could present
operational issues or require significant capital spending; (vii) competitive pressures could intensify and affect the
Company’s profitability, including as a result of continued industry consolidation, the increased availability of
financial services from non-banks, technological developments or bank regulatory reform; (viii) acquisitions may not
produce revenue enhancements or cost savings at levels or within time frames originally anticipated, or may result in
unforeseen integration difficulties; and (ix) capital investments in the Company’s businesses may not produce
expected growth in earnings anticipated at the time of the expenditure. Forward-looking statements speak only as of
the date they are made, and the Company undertakes no obligation to update them in light of new information or
future events.

U.S. Bancorp 1



Financial Summary

(Dollars in Millions, Except Per Share Data)

Three Months Ended

Operating €amiNGS (8) « « « « v v vttt et e et e e
Merger and restructuring-related items (after-tax) .. ...
Cumulative effect of change in accounting principles (after-tax) . . ..................

Nt INCOME vttt et et e e e e

Per Common Share

Earnings per share before cumulative effect of change in accounting principles . . . . ..
Diluted earnings per share before cumulative effect of change in accounting principles
Earmings Per Share. . .. oo e et
Diluted eamings Per SNAre . .. ...t
Dividends declared per share. .. ... e
Book value per share . ... .. oo
Market value per Share ... ..o
Average shares OULSTaNdiNg . . . oo v vttt e
Average diluted shares outstanding . .« ..o oottt

Financial Ratios

Retum On average asSetS . ..ottt e
Return on average EqUItY . .. v v v
Net interest margin (taxable-equivalent basis) . ... ..ot
Efficiency ratio .. ..o

Financial Ratios Excluding Merger and Restructuring-Related Iltems and
Cumulative Effect of Change in Accounting Principles (a)

Return on average aSSetS . ..o v v v

Returmn on average eqUITY . ..ot

Efficiency ratio .. ..o

Banking efficiency ratio (0) .. ..o

Average Balances

[
Loans held for Sale .. ...t e
INvestment SECUMIES . . . ..o
EamINg @SSt .ttt
ASSELS
Noninterest-bearing deposits ... ..o
DEPOSIES vttt
Short-term DOMOWINGS . .+« .« vt ettt e
LONg-term et .o
Total shareholders’ equity . .. .ot

Period End Balances

0=
Allowance for Credit I0SSES . . . v v v vt et
INVESIMENT SECUMHIES . . . o o vttt e e e e e

DS v vttt e
LONG-term et o
Total shareholders’ eqUIty .. ..o v
Regulatory capital ratios
Tangible CoOMMON BQUILY . .« .+« ot ettt
Tier 1 Capital oot
Total risk-based capital . .. ...
LBVBIAgE .+t ettt e e

March 31,
Percent
2002 2001 Change
$ 8416 $ 7973 5.6%
(48.4) (387.2)
(37.2) —

$ 756.0 $ 4101 84.3

$ A1 $ 22 86.4%

41 21 96.2
39 22 77.3
39 21 856.7
195 1875 4.0
8.30 8.00 3.8
22.57 23.20 (2.7)
1,919.8 1,901.1 1.0
1,930.1 1,916.7 8
1.83% 1.02%
19.0 10.8
4.62 4.38
48.7 66.2
2.03% 1.98%
211 20.9
46.1 50.5
42.4 45.7

$113,708 $121,769 (6.6)%

2,354 903 *
26,626 17,875 49.0
145,937 143,859 1.4
167,772 163,123 2.8
27,485 23,691 16.5
102,012 104,484 (2.4)
14,664 13,121 11.0
26,450 23,641 11.9
16,159 16,467 4.5

March 31, December 31,

2002 2001
$114,747 $114,405 3%
2,462 2,457 2
24,790 26,608 6.8)
164,745 171,390 (3.9)
102,462 105,219 (2.6)
27,054 25,716 5.2
15,892 16,461 (3.5)
5.8% 5.7%

7.7 7.7

12.4 1.7

7.6 7.7

(a) The Company analyzes its performance on a net income basis in accordance with accounting principles generally accepted in the United States, as well as on an operating
basis before merger and restructuring-related items and cumulative effect of change in accounting principles referred to as “operating earnings.” Operating earnings are
presented as supplemental information to enhance the reader’s understanding of, and highlight trends in, the Company’s financial results excluding the impact of merger and
restructuring-related items of specific business acquisitions and restructuring activities and cumulative effect of change in accounting principles. Operating earnings should not
be viewed as a substitute for net income and earnings per share as determined in accordance with accounting principles generally accepted in the United States. Merger
and restructuring-related items excluded from net income to derive operating earnings may be significant and may not be comparable to other companies.

(b)  Without investment banking and brokerage activity.
* Not meaningful.
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Management’s Discussion and Analysis

OVERVIEW

Earnings Summary U.S. Bancorp (the “Company”)
reported net income of $756.0 million for the first
quarter of 2002, or $.39 per diluted share, compared
with $410.1 million, or $.21 per diluted share, for the
first quarter of 2001. Return on average assets and
return on average equity were 1.83 percent and

19.0 percent for the first quarter of 2002, compared
with 1.02 percent and 10.8 percent for the first quarter
of 2001. Net income includes after-tax merger and
restructuring-related items of $48.4 million

($74.2 million on a pre-tax basis) and a cumulative
effect of change in accounting principles of

$37.2 million (or $.02 per diluted share) for the first
quarter of 2002, compared with $387.2 million
($570.8 million on a pre-tax basis) of merger and
restructuring-related items for the first quarter of 2001.
For the first quarter of 2002, total merger and
restructuring-related items on a pre-tax basis included
$64.4 million of net expenses associated with the
merger of Firstar Corporation (“Firstar”) and the
former U.S. Bancorp (“USBM”) and $9.8 million
associated with NOVA Corporation (“NOVA”) and
other smaller acquisitions. For the first quarter of 2001,
merger and restructuring-related items on a pre-tax
basis included $356.5 million of noninterest expense
and $166.6 million of provision for credit losses
associated with the merger of Firstar and USBM. For
the first quarter of 2001, merger and restructuring-
related items also included $22.6 million of expense for
restructuring operations of U.S. Bancorp Piper Jaffray
and $25.1 million related to other acquisitions.

The Company reported operating earnings (net
income excluding merger and restructuring-related items
and cumulative effect of change in accounting
principles) of $841.6 million for the first quarter of
2002, compared with $797.3 million for the first
quarter of 2001. Operating earnings of $.44 per diluted
share for the first quarter of 2002 were $.02, or
4.8 percent higher than the first quarter of 2001. Return
on average assets and return on average equity,
excluding merger and restructuring-related items and
cumulative effect of change in accounting principles,
were 2.03 percent and 21.1 percent, for the first quarter
of 2002, compared with returns of 1.98 percent and
20.9 percent for the first quarter of 2001. Excluding
merger and restructuring-related items, the efficiency
ratio (the ratio of expenses to revenues) was
46.1 percent for the first quarter of 2002 compared

U.S. Bancorp

with 50.5 percent for the first quarter of 2001. The
banking efficiency ratio (the efficiency ratio without the
impact of investment banking and brokerage activity),
excluding merger and restructuring-related items, was
42.4 percent in first quarter of 2002, compared with
45.7 percent for the first quarter of 2001. Improvement
in the efficiency ratios reflect, in part, the impact in the
first quarter of 2002 of adopting new accounting
principles that reduced amortization expense by
approximately $48 million. The after-tax impact of
adopting these accounting principles was an increase in
net operating earnings of approximately $.02 per
diluted share for the first quarter 2002, compared with
fourth quarter 2001. Table 2 provides a reconciliation
of operating earnings to net income in accordance with
GAAP. Refer to the “Accounting Changes” section for
further discussion of the earnings impact of changes in
accounting principles.

Total net revenue on a taxable-equivalent basis was
$2,997.3 million for the first quarter of 2002 compared
with $2,975.0 million for the first quarter of 2001, a
$22.3 million (.7 percent) increase from a year ago. The
increase was the net result of a 6.8 percent growth in
net interest income and a 5.9 percent decrease in fee-
based revenues. Excluding securities gains of
$44.1 million for 2002 and $216.0 million for 2001,
total net revenue on a taxable-equivalent basis for the
first quarter of 2002 grew by $194.2 million
(7.0 percent) over the first quarter of 2001. Revenue
growth was primarily due to improvement in the net
interest margin, acquisitions and core banking growth,
partially offset by the impact of portfolio and branch
sales and capital markets-related revenue.

Total noninterest expense was $1,436.8 million
in first quarter of 2002, compared with
$1,798.5 million in first quarter of 2001. Total
noninterest expense, before merger and restructuring-
related items of $74.2 million in 2002 and
$404.2 million in 2001 was $1,362.6 million for first
quarter 2002 compared with $1,394.3 million for first
quarter of 2001. The year-over-year decrease of
$31.7 million (2.3 percent) primarily reflects the impact
to goodwill and intangible expense with the required
adoption of the new accounting standards, lower
expense related to capital markets activities and cost
savings from the Company’s ongoing integration efforts,
partially offset by acquisitions and core banking
growth. Refer to the “Acquisition and Divestiture
Activity” section for further information on the timing of



1 CR B Selected Financial Data
Three Months Ended March 31,

(Dollars and Shares in Millions, Except Per Share Data) 2002 2001
Condensed Income Statement
Interest income (faxable-eqUIVAIBNT DASIS) . . . . . ...ttt e e e $2,371.7 $3,027.5
TS B 0= 1T 701.3 1,468.2
Net interest income (taxable-equivalent DaSIS) . . .. ..ot 1,670.4 1,664.3
SECUMIES GAINS, NET .ttt et e e e e e e e e e e e e e e e 441 216.0
NONINEETEST INCOME .+« ot ettt e e e 1,282.8 1,194.7
TOMA MEL TEBVENUE .« .« o ettt 2,997.3 2,975.0
NONINTEIESE EXPENSE (B) .+ v v ettt ettt et e e e e e e et e e e e e e et e e e e e e e e e e e 1,362.6 1,394.3
Provision for Credit I0SSES () - . .« v v vttt et e e 335.0 365.8
Income before taxes, merger and restructuring-related items and cumulative effect of change in accounting principles ........ 1,299.7 1,214.9
Taxable-equivalent adjUSIMENT . .. ..ot e 9.1 18.5
INCOME TAXES .« v ottt e 449.0 399.1
OPEratiNg EAMINGS (B) + + + + + v v vttt ettt ettt ettt e e e 841.6 797.3
Merger and restructuring-related items (After-1ax) . .. ...t (48.4) (387.2)
Cumulative effect of change in accounting prinCiples (after-tax) . . . ... ..o (87.2) —
Net income in accordance WIth GAAR . . . .ottt et et e e e e e e e $ 756.0 $ 4101
Per Common Share
Eamings per share before cumulative effect of change in accounting prinCiples . . ... i i $ 41 $ 22
Diluted eamings per share before cumulative effect of change in accounting prinCiples ... ..o oo 41 21
EaMMINGS DI SN . o e ettt .39 22
Diluted amiNgS PEr SNarE . oot .39 21
DivVidends deClared PEr SN . . ..o vttt 195 1875
BOOK ValUE DI SNare . . oo 8.30 8.00
Market Value DB SNArE . ... 22.57 23.20
Average Shares OUISIANAING . . . oo oottt e e e e e e e e 1,919.8 1,901.1
Average diluted shares OUSTaNAING . . . ..ottt e e 1,930.1 1,916.7
Financial Ratios
REIUM ON AVEIAgE GSSELS . . ottt e e e 1.83% 1.02%
REtUrn 0N average EQUILY . . ..o e e 19.0 10.8
Net interest margin (taxable-equivalent DaSIS) . . . ...ttt 4.62 4.38
EfICIENCY TaliO . . o oo 48.7 65.2

Financial Ratios Excluding Merger and Restructuring-Related Items and

Cumulative Effect of Change in Accounting Principles (a)

REIUM ON AVEIAgE ASSELS . . ottt e e e e e 2.03% 1.98%
Retumn on average BOUILY . .. ..ottt 21.1 20.9
EffICIBNCY Tali0 . . o oo 46.1 50.5
Banking efficienCy ratio (D). . . .« .ot 42.4 457
Average Balances

8 P $113,708 $121,769
LoaNs NBIA fOr SAlE . .o ottt e 2,354 903
INVESTMENT SECUMHIES . .« .+« oottt e e e e e e 26,626 17,875
EaMING BSSElS . .ttt 145,937 143,859
A S SBES e e 167,772 163,123
Noninterest-Deanng AEPOSIES . . ..ttt e 27,485 23,591
DB OSIES v v vttt e 102,012 104,484
SOM-TEIMN DOIMOWINGS .+« e et e e e 14,564 13,121
LONG- B Bt oo 26,450 23,641
Total Shareholders’ BAUILY . ..o oo e e e e e e e e e 16,159 15,467

March 31, December 31,
2001

Period End Balances

LOMS v ettt e e e $114,747 $114,405
AIOWANCE fOr CrEAIL IOSSES . .+« o vttt et et et e e e e e e e 2,462 2,457
NVESTMENT SECUMHIES . .« o oottt e e e e e 24,790 26,608
AL & ettt e 164,745 171,390
DEDOSIES .+ vt vttt 102,462 105,219
LONg- BN QB o oo 27,054 25,716
Total SharehOldErs’ BAUILY . . ..ottt e e e e e 16,892 16,461
Regulatory capital ratios
Tangible COMMON EOUITY .« « . . v ettt e et e e e e e e e e e e e et e e e et e e e et e e ettt e e e 5.8% 5.7%
1S @ o 7.7 7.7
Total risk-Dased CapItal . . . . ..ottt 12.4 M7
I <= e | PP 7.6 7.7
(a)  The Company analyzes its performance on a net income basis in accordance with accounting principles generally accepted in the United States, as well as on an operating
basis before merger and restructuring-related items and cumulative effect of change in accounting principles referred to as “operating earnings.” Operating earmings are
presented as supplemental information to enhance the reader's understanding of, and highlight trends in, the Company's financial results excluding the impact of merger and
restructuring-related items of specific business acquisitions and restructuring activities and cumulative effect of change in accounting principles. Operating earnings should not
be viewed as a substitute for net income and earnings per share as determined in accordance with accounting principles generally accepted in the United States. Merger
and restructuring-related items excluded from net income to derive operating earnings may be significant and may not be comparable to other companies.
(b)  Without investment banking and brokerage activity.
4 U.S. Bancorp



Reconciliation of Operating Earnings to Net Income in Accordance with GAAP

Three Months Ended

March 31,
(Dollars in Millions) 2002 2001
OPErating BAMINGS (B) + + + vt e et ettt e et e e ettt e e e e e e e e $841.6  $797.3
Merger and restructuring-related items
Integration, conversion and OthEr ChAIgES . . ...ttt et e e e e e e e e e e e e (74.2) (404.2)
Provision for Credit I0SSES () .+ ..o v vttt e ettt — (166.6)
PrEtaX IMPACT .« .« ottt ettt e e e s (74.2) (570.8)
Applicable tax DENEfit . . ... e 25.8 183.6
Total merger and restructuring-related HEMIS . . . . .o (48.4) (387.2)
Cumulative effect of change in accounting principles (after-tax) . . ... ..o (37.2) —
Net income in acCordance Wit GAAP . .. .. ettt e e e e e $756.0  $410.1

(@) The Company analyzes its performance on a net income basis in accordance with accounting principles generally accepted in the United States, as well as on an operating
basis before merger and restructuring-related items and cumulative effect of change in accounting principles referred to as “operating earnings.” Operating earnings are
presented as supplemental information to enhance the reader’s understanding of, and highlight trends in, the Company’s financial results excluding the impact of merger and
restructuring-related items of specific business acquisitions and restructuring activities and cumulative effect of change in accounting principles. Operating earnings should not
be viewed as a substitute for net income and earmings per share as determined in accordance with accounting principles generally accepted in the United States. Merger
and restructuring-related items excluded from net income to derive operating earnings may be significant and may not be comparable to other companies.

(b)  Provision for credit losses in 2001 includes losses of $76.6 million on the sales of high loan-to-value home equity and indirect automobile loan portfolios and $90.0 million of

charges to align credit policies and risk management practices.

acquisitions and the ‘“Noninterest Expense” section for
further discussion of merger and restructuring-related
items.

The provision for credit losses was $335.0 million
for the first quarter of 2002, compared with
$532.4 million for the first quarter of 2001. The
provision for credit losses for the first quarter of 2001
included $166.6 million of merger and restructuring-
related items to align risk management practices and
charge-off policies and to expedite the transition out of
a specific segment of the healthcare industry and certain
consumer loan portfolios of USBM not meeting the risk
profile of the Company. The provision for credit losses,
excluding merger and restructuring-related items, for the
first quarter of 2002 of $335.0 million and
$365.8 million for first quarter 2001 represents a
decrease of $30.8 million (8.4 percent).

The Company analyzes its performance on a net
income basis determined in accordance with accounting
principles generally accepted in the United States, as
well as on an operating basis before merger and
restructuring-related items and cumulative effect of
change in accounting principles referred to in this
analysis as “operating earnings.” Operating earnings
and related discussions are presented as supplementary
information in this analysis to enhance the reader’s
understanding of, and highlight trends in, the
Company’s core financial results excluding the effects of
discrete business acquisitions and restructuring activities.
Operating earnings should not be viewed as a substitute
for net income and earnings per share as determined in
accordance with accounting principles generally
accepted in the United States. Merger and restructuring-

U.S. Bancorp

related items excluded from net income to derive
operating earnings may be significant and may not be
comparable to other companies.

Acquisition and Divestiture Activity U.S. Bancorp and its
subsidiaries compose the organization created by the
acquisition by Firstar of USBM. The merger was
completed on February 27, 2001, as a pooling-of-
interests, and accordingly all financial information has
been restated to include the historical information of
both companies. Each share of Firstar stock was
exchanged for one share of the Company’s common
stock while each share of USBM stock was exchanged
for 1.265 shares of the Company’s common stock. The
Company retained the U.S. Bancorp name.

Operating results for the first quarter of 2002
reflect the following transactions accounted for as
purchases in 2001. On July 24, 2001, the Company
acquired NOVA, the nation’s third largest merchant
processing service provider, in a stock and cash
transaction valued at approximately $2.1 billion. The
transaction resulted in total assets acquired of
$2.9 billion and total liabilities assumed of
$773 million. On September 7, 2001, the Company
acquired Pacific Century Bank in a cash transaction.
The acquisition included 20 branches located in
Southern California with approximately $712 million in
deposits and $570 million in assets.

On April 1, 2002, the Company completed its
acquisition of Cleveland-based The Leader Mortgage
Company, LLC (“Leader”), a wholly owned subsidiary
of First Defiance Financial Corporation, in a cash
transaction. Leader specializes in acquiring servicing of
loans originated for state and local housing authorities.



Leader had $506 million in assets at December 31,
2001. In 2001, it had $2.1 billion in mortgage
production and an $8.6 billion servicing portfolio at
December 31, 2001. Refer to Notes 3 and 4 of the
Notes to Consolidated Financial Statements for
additional information regarding business combinations.

STATEMENT OF INCOME ANALYSIS

Net Interest Income First quarter 2002 net interest
income, on a taxable-equivalent basis, of

$1,670.4 million, compared with $1,564.3 million for
the first quarter of 2001, represents a $106.1 million
(6.8 percent) increase from a year ago. Average earning
assets for the period increased over the first quarter of
2001 by $2.1 billion (1.4 percent), primarily driven by
increases in the investment portfolio, core retail loan
growth and the impact of acquisitions. Growth in
average earning assets was partially offset by declining
corporate loan balances, a $3.5 billion reduction related
to transfers of short-term, high credit quality, low
margin commercial loans to Stellar Funding Group, Inc.
(the “loan conduit”), a $1.3 billion decline in residential
mortgages, the sale of indirect automobile and high LTV
home equity loans and the securitization of a
discontinued unsecured small business product. The net
interest margin for the first quarter of 2002 was

4.62 percent, compared with 4.38 percent for the first
quarter of 2001. The improvement in the net interest
margin reflected the funding benefit of the declining rate
environment, a more favorable funding mix and

LEL I Analysis of Net Interest Income

improving spreads due to product repricing dynamics
and loan conduit transfers, partially offset by lower
yields on the investment portfolio.

Total average loans for the first quarter of 2002
were $8.1 billion (6.6 percent) lower than the first
quarter of 2001. Year-over-year loan growth was
impacted by several management actions, including the
first quarter of 2001 sale of indirect automobile and
high LTV home equity loans, the securitization of a
discontinued unsecured small business product, branch
divestitures, and transfers of short-term, high credit
quality, low margin commercial loans to the loan
conduit. In addition, the Company continued to reduce
its lower margin residential mortgage portfolio.
Excluding residential mortgage loans, average loans for
the first quarter of 2002 were lower by $6.8 billion
(6.0 percent) than the first quarter of 2001. On a core
basis, average loans declined approximately $1.7 billion
(1.5 percent) with growth in average retail loans more
than offset by a decline in average commercial loans.

Average investment securities for the first quarter of
2002 were $8.8 billion (49.0 percent) higher than the
first quarter of 2001, reflecting the reinvestment of
proceeds from loan sales and declines in commercial
and commercial real estate loan balances. During the
first quarter of 2002, the Company sold $3.7 billion of
fixed-rate securities, generating the majority of the
securities gains of $44.1 million. A portion of the fixed-
rate securities sold was replaced with floating-rate
securities in conjunction with the Company’s interest
rate risk management strategies.

Three Months Ended

March 31,
2002

(Dollars in Millions) 2002 2001 v 2001
Components of net interest income

Income on eaming assets (taxable-equivalent DasIS) . . ... ...ttt $2371.7  $3,027.5 | $(655.8)

Expenses on interest-bearing lAbIlIIes . . . . ... 701.3 1,463.2 (761.9)
Net interest income (taxable-equivalent Dasis) . . . . . ..ottt $16704 $1,564.3 |$106.1
Net interest INCOME, aS MEPOMEA . . . ..\ttt et ettt e e e e e e e e e e $1,661.3 $1,5458 |$1155
Average yields and rates paid

Eaming assets vield (taxable-equivalent Dasis) .. ... ... 6.57% 8.50% (1.93)%

Rate paid on interest-bearing Iabilties . . . . ..o 2.40 4.98 (2.58)
Gross INBIESt MArGIN . . . ..t e e e e e e e e e e 4.17% 3.52% .65%
NEtINIErESt MArGIN . . o oo e e e e e 4.62% 4.38% 24%
Average balances

INVESTMENT SECUMHES . . .+« et s ettt et e et e e e e e e e e e e e e e e et e et e $ 26626 $ 17,875 | $8,751

0 113,708 121,769 (8,061)

BaMING ASSEES .« ottt 145,937 143,859 2,078

Interest-bearing IAbIITIES . . . ... 118,379 119,065 676)

NEt fre fUNAS (B) . . oottt et e e e e e e e 27,558 24,804 2,754

(a) Represents noninterest-bearing deposits, allowance for credit losses, non-earning assets, other liabilities and equity.

U.S. Bancorp



Y- Noninterest Income

Three Months Ended

March 31,

(Dollars in Millions) 2002 2001
Credit Card B8 TBVENUE . . . .« o oottt e e ettt e e e e e e $ 1869 $ 1917
Merchant and ATM DrOCESSING FEVENUE . .« .. v vt e et e e e e e e e e e e e e e e e e e e e e e e e e e e et e e e it 162.1 58.0
Trust and iNvestment ManagemMENt fEES . .. ..ottt ettt e e et e e e e e 224.3 225.0
DEPOSIT SEIVICE CRAIgES . . vttt e e ettt e e e e e e e e e e e e e e e e e e e 1562.6 146.5
Cash MaNagemMENt fEES . . ..o 104.2 76.8
Mortgage Danking rEVENUE . . . . ..ottt e e e e e e e e e e 52.0 48.2
Trading account profits and COMMISSIONS . . . . oo vttt e et e e e e e e e e e e e e e e e e ettt e e e e e e 49.9 71.9
Investment products fees and COMMISSIONS . . . . v vttt ettt et e e e e e e e e et e e e e e e e e e 1.1 125.7
INVestMENt DANKING TEVENUE . . . . . oottt e e e e e e e e e e e e e e e e e e e e e e e e e e e 53.2 60.2
INSUrANCE PrOAUCT TBVENUE . . o o e ottt et e et et e e e e e e e e e e e e e e e e e e e e e e e e e e e e et e e e 40.6 39.6
Commercial PrOUCE TEBVENUE . . . o o ettt e et e e e e e e e e e e e ettt e e e e e 118.9 85.9
Retall DroAUCT TEVENUE . . . o .o e e e e e e e e e e e e e e e e e e e e e 8.1 17.9
SECUMIIES GAINS, NBL . . oottt ettt e et et e e e et et e e e e e e 441 216.0
L0 18.9 47.3

Total NONINTEIEST INCOME . . . .ottt e e e e e e e e e e e e $1,326.9  $1,410.7

Average noninterest-bearing deposits for the first
quarter of 2002 were higher than the first quarter of 2001
by $3.9 billion (16.5 percent). Average interest-bearing
deposits for the first quarter of 2002 declined by
$6.4 billion (7.9 percent) from the first quarter of 2001.
Growth in average interest checking, money market
deposits and savings accounts year-over-year was more
than offset by reductions in the average balances of higher
cost savings certificates and time deposits greater than
$100,000. The decline in savings certificates and time
deposits greater than $100,000 reflected funding decisions
toward more favorably priced wholesale funding sources.

Refer to the Consolidated Daily Average Balance
Sheet and Related Yields and Rates on page 37 for
further information on interest margin detail.

Provision for Credit Losses The provision for credit
losses was $335.0 million for the first quarter of 2002,
compared with $532.4 million for the first quarter of
2001. The provision for credit losses for first quarter
2001 included $166.6 million of merger and
restructuring-related items consisting of a $90.0 million
charge to align risk management practices and charge-
off policies and to expedite the transition out of a
specific segment of the healthcare industry not meeting
the risk profile of the new company and a $76.6 million
provision for credit losses related to the sales of a high
LTV home equity portfolio and an indirect automobile
loan portfolio of USBM. The provision for credit losses,
excluding merger and restructuring-related items, for the
first quarter of 2002 was $335.0 million, compared
with $365.8 million for first quarter 2001 represented a
decrease of $30.8 million (8.4 percent). The change
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reflects a decrease in net charge-offs year-over-year, a
slight decline in nonperforming assets and a moderate
improvement in the risk profile of the commercial
lending portfolio. Refer to the “Corporate Risk Profile”
section for further information on provision for credit
losses, net charge-offs, nonperforming assets and other
factors considered by the Company in assessing the
credit quality of the loan portfolio and establishing the
allowance for credit losses.

Noninterest Income First quarter of 2002 noninterest
income was $1,326.9 million, a decrease of

$83.8 million (5.9 percent) from the first quarter of
2001. A $171.9 million reduction in net securities gains
was the primary contributor to the decrease in
noninterest income year-over-year. Credit card fee
revenue was lower in the first quarter of 2002 than in
the same period of 2001 by $4.8 million (2.5 percent),
primarily due to lower corporate card transaction
volumes. Merchant and ATM processing revenue was
higher in the first quarter of 2002 over the same period
of 2001 by $104.1 million, principally due to the
acquisition of NOVA in July of 2001. Commercial
product revenue, cash management fees, deposit service
charges, and mortgage banking revenue also improved
in the first quarter of 2002 over the first quarter of
2001 by $33.0 million (38.4 percent), $27.4 million
(35.7 percent), $6.1 million (4.2 percent), and

$3.8 million (7.9 percent), respectively. The increase in
cash management fees and commercial product revenue
was primarily driven by the growth in core business,
loan conduit activities and product enhancements. The
increase in deposit service charges was primarily due to



the alignment and re-design of products and features
following the Firstar/USBM merger. Mortgage banking
revenue increased in the first quarter of 2002, compared
with the first quarter of 2001, due to higher loan
servicing fees. Offsetting the growth in these categories,
year-over-year, was a reduction in capital markets
related revenue and lower retail product and other
revenue. Capital markets related revenue declined

$43.6 million (16.9 percent) from the first quarter of
2001, reflecting softness in equity capital markets. Retail
product revenue was lower primarily due to interest-rate
sensitive fee income. Other income declined

$28.4 million from a year ago, primarily reflecting a
decline in the level of earnings from equity investments.

Noninterest Expense First quarter of 2002 noninterest
expense was $1,436.8 million, a decrease of

$361.7 million (20.1 percent), from the first quarter of
2001. During the first quarter of 2002, noninterest
expense included $74.2 million of merger and
restructuring-related items, compared with

$404.2 million for the first quarter of 2001. Excluding
merger and restructuring-related charges, noninterest
expense for the first quarter of 2002 totaled

$1,362.6 million, a decrease of $31.7 million

(2.3 percent) from the first quarter of 2001. The overall

LR Noninterest Expense

decrease in noninterest expense, on an operating basis,
from a year ago was due to several factors including,
cost savings from the Company’s ongoing integration
activities, lower expenses related to capital market
activities of $32.3 million and the impact of applying
the provisions of SFAS 141 to recent acquisitions and
SFAS 142 to purchase acquisitions completed prior to
July 1, 2001 (approximately $48 million). Offsetting
these cost reductions was the impact of recent
acquisitions, including NOVA and Pacific Century Bank,
increasing first quarter of 2002 noninterest expense by
approximately $115 million, compared with the first
quarter of 2001.

Merger and Restructuring-Related Items Earnings in the
first quarter of 2002 included pre-tax merger and
restructuring-related items of $74.2 million compared
with $570.8 million in the same quarter of a year ago.
The total merger and restructuring-related items for first
quarter 2002 included $64.4 million of net expense
associated with the Firstar/USBM merger. In addition,
$9.8 million of expense was included in the first quarter
of 2002 related to the integration of NOVA and other
smaller acquisitions.

The $64.4 million of net merger and restructuring-
related items associated with the Firstar/USBM merger

Three Months Ended

March 31,

(Dollars in Milions) 2002 2001
SBIANES .+ vt ettt e e $ 6883 $ 5905
EmDIOYEE DENElS . o 96.4 108.1
NET OCCUDANCY v v e ettt et e e e e et e e e e e e e e e e e e e e e e e e e e 100.1 1101
FUMITUE N EQUIDMIENT . o ottt e e e e e e e e e e e e e e e e e e e e e e e e e e 76.9 76.9
Professional SEIVICES . . e 27.5 30.6
AAvertisSing and MarkElNG . . ..o ettt e e e e 23.5 32.2
Travel and entertainmmENT . . ..o o e e 181 25.1
Capitalized SOfWAIE . . . ..ottt e e e e e e e 38.4 30.1
DaAtA PrOCESSING .+« v e v ettt et et e e et e e e e e e e 25.1 26.8
COMMUNICATION .+« .+ e e ettt e e e e e e e e e e e e e e e e e e e e e e e e e 45.7 38.7
PO A o oot t 46.6 46.9
11011 PP 20.7 21.1
GOOAWIIL. . e e e e — 67.8
Other INtANGIDIE BSSEIS . . o vttt ettt e e e e e e e e e 80.2 46.6
(101 PP 175.1 142.8

Total operating NONINTEIEST EXDENSE . .« .« . . v vttt ettt e e e e e e e e e e e e e e e et e e e e 1,362.6 1,394.3
Merger and restructuring-related Charges . . . ..ottt e e e e e e e e e 74.2 404.2

Total NONINEEIESE BXDENSE . . . v v o et ettt e e e e e e e e e e $1,436.8 $1,798.5
EFfICIBNCY TAHO (B) .+ v v et ettt e e et e e e e e e 48.7% 65.2%
Efficiency ratio, operating DasIS (D) . . . ..ottt e e 46.1 50.5
Banking efficiency ratio, operating basis (D) (C) .+« .« v v v vttt ettt e 42.4 457

(a) Computed as noninterest expense divided by the sum of net interest income on a taxable-equivalent basis and noninterest income excluding securities gains (losses), net.
(b) Operating basis represents the efficiency ratios excluding merger and restructuring-related items.
(c) Without investment banking and brokerage activity.
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in the first quarter of 2002 was primarily related to
systems conversions and integration costs offset by net
curtailment and settlement gains of $9.0 million
recognized in connection with changes to certain non-
qualified pension plans. Total merger and restructuring-
related items associated with the Firstar/USBM merger
are expected to reach $1.4 billion, exceeding the
original estimate of $800 million by $638.3 million.
The majority of the increase is due to risk management
policy conformance, the restructuring of the credit
portfolio and discontinuing products or exiting
businesses that do not correspond with the combined
Company’s strategic direction. These actions were not
anticipated at the time the merger was announced. The
actions are expected, however, to reduce the overall risk
profile of the Company, as well as lead to higher cost
savings than originally anticipated. In connection with
the acquisition of NOVA, the Company anticipates total
merger and restructuring-related items of approximately
$70.3 million to be incurred through 2003.

Refer to Notes 3 and 4 of the Notes to
Consolidated Financial Statements for further
information on these acquired business and merger and
restructuring-related items.

Income Tax Expense The provision for income taxes was
$423.2 million (an effective rate of 34.8 percent) for the
first quarter of 2002, compared with $215.5 million (an
effective rate of 34.4 percent) for the first quarter of
2001. On an operating basis (excluding the impact of
merger and restructuring items and the cumulative effect
of change in accounting principles), the provision for
income taxes was $449.0 million (an effective rate of
34.8 percent) for the first quarter of 2002 compared
with $399.1 million (an effective rate of 33.4 percent)
for the first quarter of 2001.

BALANCE SHEET ANALYSIS

Loans The Company’s total loan portfolio was

$114.7 billion at March 31, 2002, compared with
$114.4 billion at December 31, 2001, an increase of
$342 million (.3 percent). Commercial loans, including
lease financing, totaled $46.4 billion at March 31,
2002, essentially flat, compared with $46.3 billion at
December 31, 2001. The Company’s portfolio of
commercial real estate mortgages and construction loans
was $25.1 billion at March 31, 2002, compared with
$25.4 billion at December 31, 2001. The decrease of
$224 million (.9 percent) was driven by seasonality and
slower loan growth under the current economic
environment. Residential mortgages held in the loan
portfolio were $7.9 billion at March 31, 2002,
compared with $7.8 billion at December 31, 2001, an
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increase of $73 million (.9 percent). Total retail loans
outstanding, which include credit card, retail leasing,
home equity and second mortgages and other retail
loans, were $35.3 billion at March 31, 2002, compared
with $34.9 billion at December 31, 2001. The increase
of $468 million (1.3 percent) was driven by an increase
in home equity loan originations during the recent
declining rate environment and an increase in the retail
leasing business. This growth was partially offset by a
decline in credit card activity due to seasonality.

Loans Held for Sale At March 31, 2002, loans held for
sale, consisting primarily of residential mortgages to be
sold in the secondary markets, were $1.9 billion,
compared with $2.8 billion at December 31, 2001. The
$896 million (31.8 percent) decrease primarily reflects
the strong mortgage loan origination volume in late
2001 relative to the first quarter of 2002.

Investment Securities At March 31, 2002, investment
securities, both available-for-sale and held-to-maturity,
totaled $24.8 billion, compared with $26.6 billion at
December 31, 2001. This $1.8 billion (6.8 percent)
decrease was driven by the sale of $3.7 billion in fixed-
rate, mortgage-backed securities during first quarter of
2002 partially offset by purchases of floating-rate
securities.

Deposits Total deposits were $102.5 billion at

March 31, 2002, compared with $105.2 billion at
December 31, 2001. This represented a decline in total
deposits of $2.8 billion (2.6 percent) from

December 31, 2001. Noninterest-bearing deposits were
$28.1 billion at March 31, 2002, compared with
$31.2 billion at December 31, 2001, reflecting
seasonality among business-related deposit accounts.
Interest-bearing deposits totaled $74.3 billion at
March 31, 2002, compared with $74.0 billion at
December 31, 2001. Growth in interest checking,
savings accounts, and money market accounts from
year-end was partially offset by reductions in higher-
cost savings certificates and domestic time deposits
greater than $100,000. The decline in savings
certificates and time deposits greater than $100,000
reflected funding decisions toward more favorably
priced wholesale funding sources given the recent rate
environment.

Borrowings Short-term borrowings, which include
federal funds purchased, securities sold under
agreements to repurchase and other short-term
borrowings, were $10.6 billion at March 31, 2002,
compared with $14.7 billion at December 31, 2001.
The decrease of $4.0 billion (27.4 percent) in short-term



borrowings reflected lower balance sheet funding
requirements. Long-term debt was $27.1 billion at
March 31, 2002, compared with $25.7 billion at
December 31, 2001. The $1.3 billion (5.2 percent)
increase in long-term debt was primarily driven by the
issuance of $1.0 billion of fixed-rate subordinated notes
in February 2002.

CORPORATE RISK PROFILE

Overview Managing risks is an essential part of
successfully operating a financial services company. The
most prominent risk exposures are credit, interest rate,
market and liquidity. The Company also has exposure
related to changes in residual valuations and ongoing
operational activities. Credit risk is the risk of not
collecting the interest and/or the principal balance of a
loan or investment when it is due. Interest rate risk is
the potential reduction of net interest income as a result
of changes in interest rates. Rate movements can affect
the repricing of assets and liabilities differently, as well
as their market value. Market risk arises from
fluctuations in interest rates, foreign exchange rates, and
equity prices that may result in changes in the values of
financial instruments, such as trading account and
available-for-sale securities that are accounted for on a
mark-to-market basis. Liquidity risk is the possible
inability to fund obligations to depositors, investors and
borrowers. Residual risk is the potential reduction in
the “end-of-term” value of leased assets or the residual
cash flows related to asset securitization and other off-
balance sheet structures. Operational risk represents the
possibility that transactions are processed erroneously
and that “material” accounting errors are not detected
by the systems of internal accounting controls.

Credit Risk Management The Company’s strategy for
credit risk management includes stringent, centralized
credit policies, and uniform underwriting criteria for all
loans, including specialized lending categories such as
mortgage banking, commercial real estate and real
estate construction financing, leveraged financing and
consumer credit. The strategy also emphasizes
diversification on a geographic, industry and customer
level, regular credit examinations and quarterly
management reviews of large loans and loans
experiencing deterioration of credit quality. The
Company strives to identify potential problem loans
early, take any necessary charge-offs promptly and
maintain adequate reserve levels. Commercial banking
operations rely on a strong credit culture that combines
prudent credit policies and individual lender
accountability. In addition, the commercial lenders
generally focus on middle market companies within
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their regions or niche national markets. The Company
utilizes a credit risk rating system to measure the credit
quality of individual commercial loan transactions and
regularly forecasts potential changes in risk ratings and
nonperforming status. The risk rating system is intended
to identify and measure the credit quality of lending
relationships. In the Company’s retail banking
operations, standard credit scoring systems are used to
assess consumer credit risks and to price consumer
products accordingly. The Company also engages in
nonlending activities that may give rise to credit risk,
including interest rate swap contracts for balance sheet
hedging purposes, foreign exchange transactions and
interest rate swap contracts for customers, and the
processing of credit card transactions for merchants.
These activities are subject to the same credit review,
analysis and approval processes as those applied to
commercial loans.

In evaluating its credit risk, the Company considers
changes, if any, in underwriting activities, the loan
portfolio composition (including product mix and
geographic, industry or customer-specific
concentrations), trends in loan performance, the level of
allowance coverage and macroeconomic factors.
Generally, the domestic economy has experienced
slower growth since late 2000. During 2001, corporate
earnings weakened and credit quality indicators among
certain industry sectors deteriorated. Large corporate
and middle market commercial businesses announced or
continued to implement restructuring activities in an
effort to improve operating margins. In response to
declining economic conditions, company-specific
portfolio trends, and other adverse changes in the credit
portfolios during 2001, the Company initiated several
actions during 2001, including aligning the risk
management practices and charge-off policies of the
Company, restructuring a specific segment of its
healthcare portfolio, selling certain consumer loan
portfolios and discontinuing an unsecured small
business product that did not align with the product
offerings of the Company. The Company also
implemented accelerated loan workout strategies for
certain commercial credits and increased the allowance
for credit losses. In 2001, the Federal Reserve Board
initiated actions to stimulate economic growth through
a series of interest rate reductions. During the first
quarter of 2002, economic conditions have improved
somewhat and Company-specific portfolio trends have
stabilized relative to the third and fourth quarters of
2001. As a result of the Company’s accelerated
work-out strategies and other credit related initiatives,
unfunded commitments to higher risk customers or
industries have been reduced, and the risk profile of the
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Net Charge-offs as a Percent of Average Loans Outstanding

Three Months Ended

March 31,
2002 2001
Commercial
(@7 a1 0= = 1.23% 2.34%
LBaSE fIMANCING .« v vt ettt ettt ettt e e e e e e 2.27 1.38
Total COMMEICIAL . .« o vttt et e e e e e e et e e e e e e e e e e e e 1.36 2.24
Commercial real estate
CoMMENCIAl MOMGATES .+« v ettt e ettt e e e e e e e e e e e e e e e e e e e e e 19 .60
Construction and AevVelOPMENT . . . ... e A2 .05
Total commercial real ESTAIE . . .. oottt A7 45
Residential mortgages. . ... ... .. ... 14 14
Retail
Credit CaIO . o e 4.82 4,15
RETAIl IEASING « .« v v vttt 84 .59
Home equity and SECONA MOMGATES .+« + « vt vttt et e e e et e e e e e e e e e e e e e e e e .85 .90
[0S = 2.21 2.24
Otal Tl o e 1.95 1.87
L] =L (o= 0 1.19% 1.59%

commercial loan portfolio has improved since
December 31, 2001.

Analysis of Net Loan Charge-offs Total net loan charge