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PART | - FINANCIAL INFORMATION

FINANCIAL HIGHLIGHTS

Three Months Ended

Six Months Ended

June 30 June 30
(Dollars In Millions, Except Per Share Amounts) 2008 2007 2008 2007

Tax-equivalent net interest income $1,021 $1,096 $ 2,090 $2,214
Provision for loan losses 1,592 145 2,985 267
Noninterest income 431 764 1,569 1,385
Noninterest expense 2,277 1,186 3,289 2,342
Income tax (benefit) expense and tax-equivalent adjustment (661) 182 (688) 324
Net (loss) income $(1,756) $ 347 $(1,927) $ 666
Net (loss) income available to common shareholders $(1,771) $ 346 $(1,942) $ 665
Net (loss) income per common share

Basic $(2.45) $.60 $(2.86) $1.10

Diluted (2.45) .60 (2.86) 1.09
Dividends paid per common share .01 .39 22 .78
Return on average common equity — 11.35% — 10.08%
Return on average assets — 1.00 — .97
Net interest margin 2.97% 3.59 3.08% 3.64
Average equity to average assets 11.35 8.83 10.06 9.63
Annualized net charge-offs to average portfolio loans 2.61 .39 2.24 .50
Average shares

Basic 722,871,934 572,729,604 678,152,965 602,057,167

Diluted 722,871,934 580,385,828 678,152,965 610,293,635

At June 30

Assets $153,673 $140,636
Portfolio loans 113,420 99,683
Loans held for sale or securitization 2,385 14,421
Securities, at fair value 9,404 7,024
Deposits 101,218 92,568
Stockholders' equity 17,981 12,147
Book value per common share $15.07 $21.45
Pro forma book value per common share® 8.76
Tangible book value per common share 8.94 13.02
Pro forma tangible book value per common share® 6.47
Market value per common share 4.77 33.32
Equity to assets 11.70% 8.64%
Tangible equity to assets 8.94 5.43
Tier 1 capital 11.06 6.56
Total risk-based capital 14.87 10.28
Leverage 10.33 6.53
Allowance for loan losses as a percentage of

period-end portfolio loans 3.03% 1.14%
Nonperforming assets to period-end

portfolio loans and other nonperforming assets 2.74 .85
Common shares outstanding 760,339,839 566,285,142
Full-time equivalent employees 30,302 32,445

(a) Pro forma for the conversion of Series G contingently convertible preferred stock.



ITEM 1. FINANCIAL STATEMENTS

CONSOLIDATED STATEMENTS OF INCOME

Three Months Ended

Six Months Ended

June 30 June 30
(Dollars in Millions, Except Per Share Amounts) 2008 2007 2008 2007
Interest Income
Loans $ 1,668 $2,114 $ 3,620 $4,170
Securities:
Taxable 115 86 227 183
Exempt from Federal income taxes 3 5 7 11
Trading assets 14 7 28 13
Other 80 36 122 81
Total interest income 1,880 2,248 4,004 4,458
Interest Expense
Deposits 586 728 1,247 1,413
Federal funds borrowed and security repurchase
agreements 24 77 65 135
Borrowed funds 11 36 36 52
Long-term debt and capital securities 244 318 580 659
Total interest expense 865 1,159 1,928 2,259
Net Interest Income 1,015 1,089 2,076 2,199
Provision for Loan Losses 1,592 145 2,985 267
Net interest (expense) income after provision for
loan losses (577) 944 (909) 1,932
Noninterest Income
Deposit service charges 260 223 490 427
Loan sale revenue (94) 110 (5) 185
Trust and investment management fees 81 84 161 158
Brokerage revenue 48 54 96 94
Loan servicing revenue 47 96 (31) 128
Leasing revenue 34 46 69 101
Insurance revenue 33 35 66 69
Card-related fees 33 29 65 61
Other service fees 27 33 60 68
Securities (losses) gains, net (11) (1) 504 26
Other 67 55 94 68
Total noninterest income 431 764 1,569 1,385
Noninterest Expense
Impairment, fraud, and other losses 1,098 14 901 20
Salaries, benefits, and other personnel 619 642 1,278 1,275
Third-party services 87 89 169 175
Net occupancy 84 76 172 154
Equipment 80 85 160 168
Foreclosure costs 61 13 110 23
Marketing and public relations 47 45 74 78
Supplies and postage 31 33 67 74
Other 170 189 358 375
Total noninterest expense 2,277 1,186 3,289 2,342
(Loss) income before income tax (benefit) expense (2,423) 522 (2,629) 975
Income tax (benefit) expense (667) 175 (702) 309
Net (Loss) Income $(1,756) $ 347 $(1,927) $ 666
Net (Loss) Income Per Common Share
Basic $(2.45) $.60 $(2.86) $1.10
Diluted (2.45) .60 (2.86) 1.09
Average Common Shares Outstanding
Basic 722,871,934 572,729,604 678,152,965 602,057,167
Diluted 722,871,934 580,385,828 678,152,965 610,293,635
Dividends declared per common share $.01 $.39 $.22 $.78

See Notes to Consolidated Financial Statements



CONSOLIDATED BALANCE SHEETS

June 30 December 31 June 30
(Dollars in Millions, Except Per Share Amounts) 2008 2007 2007
Assets
Cash and demand balances due from banks $ 2,835 $ 3,226 $ 2,896
Federal funds sold and security resale agreements 6,399 100 718
Securities available for sale, at fair value 9,404 8,731 7,024
Trading assets 802 982 521
Other investments 5,787 1,282 1,100
Loans held for sale or securitization:
Commercial 3 41 38
Commercial real estate, at fair value in 2008 344 508 378
Residential real estate, at fair value in 2008 2,038 3,741 10,694
Home equity lines of credit — — 3,311
Total loans held for sale or securitization 2,385 4,290 14,421
Portfolio loans:
Commercial 32,030 30,915 28,025
Commercial leases 4,246 4,437 4,335
Commercial construction 8,778 9,051 7,937
Commercial real estate 15,195 14,883 13,011
Residential real estate ($19 million at fair value at June 30, 2008) 26,988 30,243 24,577
Home equity lines of credit 18,080 18,079 13,974
Credit card and other unsecured lines of credit 3,774 3,915 3,164
Other consumer 4,329 4,499 4,660
Total portfolio loans 113,420 116,022 99,683
Allowance for loan losses (3,434) (1,762) (1,136)
Net portfolio loans 109,986 114,260 98,547
Properties and equipment 2,047 2,082 1,966
Mortgage servicing rights 2,625 2,526 2,468
Goodwill 4,339 5,424 4,534
Accrued income and other assets 7,064 6,949 6,441
Total Assets $153,673 $149,852 $140,636
Liabilities
Deposits:
Noninterest bearing $ 17,647 $ 17,364 $ 17,547
NOW and money market 36,145 37,868 33,799
Savings 2,701 2,871 2,260
Consumer time 34,603 29,433 25,437
Other 6,394 3,110 3,028
Foreign 3,728 6,664 10,497
Total deposits 101,218 97,310 92,568
Federal funds borrowed and security repurchase agreements 3,912 5,100 5,653
Borrowed funds 781 2,055 2,670
Long-term debt and capital securities 25,789 27,892 23,188
Accrued expenses and other liabilities 3,992 4,087 4,410
Total Liabilities $135,692 $136,444 $128,489
Stockholders’ Equity
Preferred stock $ — $ — $ —
Common stock 3,041 2,536 2,265
Capital surplus 12,555 6,375 4,765
Retained earnings 2,326 4,405 5,270
Accumulated other comprehensive income (loss) 59 92 (153)
Total Stockholders’ Equity 17,981 13,408 12,147
Total Liabilities and Stockholders’ Equity $153,673 $149,852 $140,636

See Notes to Consolidated Financial Statements



CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Six Months Ended

June 30
(In Millions) 2008 2007
Operating Activities
Net (loss) income $(1,927) $ 666
Adjustments to reconcile net (loss) income to net cash provided by (used in) operating
activities:
Provision for loan losses 2,985 267
Depreciation, amortization and accretion 271 282
MSR fair value changes 113 (85)
Derivative (gains) losses, net (209) 385
Gains on loans held for sale, sold or securitized, net (442) (258)
Indemnification and impairment charges 1,175 65
Other gains, net (138) (53)
Net sale (originations) proceeds of loans held for sale or securitization 1,708 (4,963)
Net change in trading assets and liabilities 196 117
Other operating activities, net 133 (1,028)
Net cash provided by (used in) operating activities 3,865 (4,605)
Lending and Investing Activities
Net (increase) decrease in federal funds sold, security resale agreements, and
other investments (10,809) 5,400
Purchases of available-for-sale securities (1,637) (1,066)
Proceeds from sale, maturities, calls, and prepayments of available-for-sale securities 1,410 2,090
Net increase in portfolio loans (202) (491)
Proceeds from sales of loans 316 1,971
Proceeds from securitizations of loans 702 425
Net increase in properties and equipment (153) (46)
Net cash paid for acquisitions — (376)
Net cash (used in) provided by lending and investing activities (10,373) 7,907
Deposit and Financing Activities
Net increase in deposits 4,143 1,964
Net decrease in federal funds borrowed and security repurchase agreements (1,189) (94)
Net (decrease) increase in borrowed funds (1,275) 1,040
Repayments of long-term debt (7,595) (5,442)
Proceeds from issuances of long-term debt and capital securities 5,405 2,124
Dividends paid (155) (487)
Issuances of common and preferred stock, net of issuance costs 6,956 161
Repurchases of common stock — (3,205)
Excess tax benefit for share based payments — 12
Net premiums paid for purchased call option on warrants (173) —
Net cash provided by (used in) deposit and financing activities 6,117 (3,927)
Net decrease in cash and demand balances due from banks (391) (625)
Cash and demand balances due from banks, January 1 3,226 3,521
Cash and Demand Balances Due from Banks, June 30 $ 2,835 $ 2,896
Supplemental Information
Cash paid (received) for:
Interest $1,956 $2,334
Income taxes (452) 639
Noncash items:
Transfers of portfolio loans and property to other real estate 592 320
Transfers of portfolio loans to held for sale 386 —
Transfers of held for sale loans to portfolio 414 1,698
Common shares and stock options issued for acquisitions — 492




CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

Accumulated

Other
Preferred Common Capital Retained Comprehensive
(Dollars in Millions, Except Per Share Amounts) Stock Stock Surplus Earnings Income (Loss) Total
Balance, January 1, 2007 $— $2,529 $4,794 $7,329 $(71) $14,581
Comprehensive income:
Net income 666 666
Other comprehensive income, net of tax:
Change in unrealized gains and losses on securities,
net of reclassification adjustment for net gains
included in net income 77) 77)
Change in unrealized gains and losses on derivative
instruments used in cash flow hedging relationships,
net of reclassification adjustment for net losses
included in net income 4) 4)
Change in accumulated unrealized losses for pension and
other post retirement obligations 1) 1)
Total comprehensive income 584
Cumulative effect of change in accounting for uncertainty
in income taxes (24) (24)
Common dividends declared, $.78 per share (486) (486)
Preferred dividends declared, $12.45 per share 1) 1)
Issuance of 5,231,767 common shares and other activity
pursuant to stock-based compensation plans 21 184 205
Issuance of 13,654,061 common shares pursuant to
acquisitions® 55 438 493
Repurchase of 85,066,638 common shares (340) (651) (2,214) (3,205)
Balance, June 30, 2007 $ — $2,265 $4,765 $5,270 $(153) $12,147
Balance, January 1, 2008 $ — $2,536 $6,375 $4,405 $92 $13,408
Comprehensive income:
Net loss (1,927) (1,927)
Other comprehensive income, net of tax:
Change in unrealized gains and losses on securities,
net of reclassification adjustment for net gains
included in net income (89) (89)
Change in unrealized gains and losses on derivative
instruments used in cash flow hedging relationships,
net of reclassification adjustment for net gains
included in net income 56 56
Change in accumulated unrealized losses for pension and
other postretirement obligations — —
Total comprehensive income (1,960)
Cumulative effect of changes in accounting 4 4
Common dividends declared, $.22 per share (140) (140)
Preferred dividends declared (15) (15)
Issuance of 126,200,000 common shares, 65,190 preferred
shares, and 61,750,000 warrants 505 6,451 6,956
Issuance of 193,736 common shares and other activity
pursuant to stock-based compensation plans 30 30
Purchase of call option and issuance of 76,000,000 warrants (173) (173)
Other (128) 1) (129)
Balance, June 30, 2008 $ — $3,041 $12,555 $2,326 $ 59 $17,981

@ Includes fair value of stock options exchanged.

See Notes to Consolidated Financial Statements



Notes to Consolidated Financial Statements

Nature of Operations

National City Corporation (National City or the Corporation) is a financial holding company headquartered in Cleveland, Ohio. National
City operates through an extensive branch bank network in Ohio, Florida, Illinois, Indiana, Kentucky, Michigan, Missouri, Pennsylvania,
and Wisconsin, and also conducts selected lending businesses and provides other financial services on a nationwide basis. Primary
businesses include commercial and retail banking, mortgage financing and servicing, consumer finance, and asset management.

1. Basis of Presentation and Significant Accounting Policies

The accompanying Consolidated Financial Statements include the accounts of the Corporation and its consolidated subsidiaries. All
significant intercompany transactions and balances have been eliminated. Certain prior period amounts have been reclassified to conform
with the current period presentation.

Consolidation: Accounting Research Bulletin 51 (ARB 51), Consolidated Financial Statements, requires a company’s consolidated
financial statements include subsidiaries in which a company has a controlling financial interest. This requirement usually has been
applied to subsidiaries in which a company has a majority voting interest. Investments in companies in which the Corporation controls
operating and financing decisions (principally defined as owning a voting or economic interest greater than 50%) are consolidated.
Investments in companies in which the Corporation has significant influence over operating and financing decisions (principally defined
as owning a voting or economic interest of 20% to 50%) and limited partnership investments are generally accounted for by the equity
method of accounting. These investments are principally included in other assets, and National City’s proportionate share of income or
loss is included in other noninterest income.

The voting interest approach defined in ARB 51 is not applicable in identifying controlling financial interests in entities that are not
controllable through voting interests or in which the equity investors do not bear the residual economic risks. In such instances, Financial
Accounting Standards Board Interpretation 46(R) (FIN 46R), Consolidation of Variable Interest Entities (VIE), provides guidance on
when a company should include in its financial statements the assets, liabilities, and activities of another entity. In general, a VIE is a
corporation, partnership, trust, or any other legal structure used for business purposes that either does not have equity investors with
voting rights or has equity investors that do not provide sufficient financial resources for the entity to support its activities. FIN 46R
requires a VIE to be consolidated by a company if that company is subject to a majority of the risk of loss from the VIE’s activities or
entitled to receive a majority of the entity’s residual returns or both. A company that consolidates a VIE is called the primary beneficiary
of that entity. The Corporation’s Consolidated Financial Statements include the assets, liabilities, and activities of VIEs for which it is
deemed to be the primary beneficiary.

The Corporation uses special-purpose entities (SPEs), primarily securitization trusts, to diversify its funding sources. SPEs are not
operating entities, generally have no employees, and usually have a limited life. The basic SPE structure involves the Corporation
transferring assets to the SPE. The SPE funds the purchase of those assets by issuing asset-backed securities to investors. The legal
documents governing the SPE describe how the cash received on the assets held in the SPE must be allocated to the investors and other
parties that have rights to these cash flows. National City structures these SPEs to be bankruptcy remote, thereby insulating investors from
the impact of the creditors of other entities, including the transferor of the assets.

Where the Corporation is a transferor of assets to an SPE, the assets sold to the SPE generally are no longer recorded on the balance sheet
and the SPE is not consolidated when the SPE is a qualifying special-purpose entity (QSPE). Statement of Financial Accounting
Standards 140 (SFAS 140), Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities, provides
specific criteria for determining when an SPE meets the definition of a QSPE. In determining whether to consolidate nonqualifying SPEs
where assets are legally isolated from National City’s creditors, the Corporation considers such factors as the amount of third-party
equity, the retention of risks and rewards, and the extent of control available to third parties. The Corporation currently services credit
card, mortgage, and automobile loans that were sold to securitization trusts. Further discussion regarding these securitization trusts is
included in Note 5.

Use of Estimates: The accounting and reporting policies of National City conform with U.S. generally accepted accounting principles
(GAAP). The preparation of financial statements in conformity with GAAP requires management to make estimates, assumptions, and
judgments that affect the amounts reported in the financial statements and accompanying notes. Actual realized amounts could differ
materially from those estimates. These interim financial statements have been prepared in accordance with the instructions to Form 10-Q
and Rule 10-01 of Regulation S-X and serve to update National City’s 2007 Annual Report on Form 10-K (Form 10-K). These financial
statements may not include all information and notes necessary to constitute a complete set of financial statements under GAAP
applicable to annual periods and accordingly should be read in conjunction with the financial information contained in the Form 10-K.
Management believes these unaudited consolidated financial statements reflect all adjustments, including those of a normal recurring



nature, which are necessary for a fair presentation of the results for the interim periods presented. The results of operations for the interim
periods are not necessarily indicative of the results that may be expected for the full year or any other interim period.

Statement of Cash Flows: Cash and demand balances due from banks are considered cash and cash equivalents for financial reporting
purposes. Cash flows associated with loan activities are classified in the statement of cash flows based upon their balance sheet
classification at the time of origination or acquisition. Loan activities associated with loans held for sale and portfolio loans are classified
as operating and investing activities, respectively, in the statement of cash flows.

Business Combinations: Business combinations are accounted for under the purchase method of accounting. Under the purchase method,
assets and liabilities of the business acquired are recorded at their estimated fair values as of the date of acquisition with any excess of the
cost of the acquisition over the fair value of the net tangible and intangible assets acquired recorded as goodwill. Results of operations of
the acquired business are included in the income statement from the date of acquisition. Refer to Note 3 for further discussion.

Loans and Leases: Loans are classified within portfolio when management has the intent and ability to hold the loan for the foreseeable
future, or until maturity or payoff. The foreseeable future is a management judgment and would normally be considered to be about three
years for commercial loans and about one year for mortgage and other consumer loans. The foreseeable future for commercial loans
corresponds to the time horizon for the company’s long-term strategic plan; while the foreseeable future for mortgage and other consumer
loans corresponds to the annual plan. Management’s view of the foreseeable future is reassessed each reporting period and may change
based on changes in business strategies, financial condition and liquidity, the current economic environment and related market
conditions, the type of loan and prior history of selling loans into the market.

Portfolio loans are carried at the principal amount outstanding net of unearned income, unamortized premiums or discounts, deferred loan
origination fees and costs, and fair value adjustments, if any. Certain portfolio loans are carried at fair value if fair value accounting was
elected for the loans while classified in held for sale. Prior to January 1, 2008, all loans held for sale or securitization were carried at the
lower of cost or fair value applied on an aggregate basis by type of loan. Effective January 1, 2008, residential and commercial real estate
loans held for sale are carried at fair value under SFAS 159, The Fair Value Option for Financial Assets and Liabilities. Fair value is
measured based on purchase commitments, bids received from potential purchasers, quoted prices for the same or similar loans, or prices
of recent sales or securitizations. Management considers in its assessment the probability that buyer commitments may not close. In the
absence of an active market, fair value is based upon a discounted cash flow model which utilizes inputs and assumptions which are
believed to be consistent with market participants’ views.

When a decision is made to sell or securitize a loan that was not originated or initially acquired with the intent to sell or securitize, the
loan is reclassified from portfolio into held for sale or securitization. Loans are classified as held for sale when management has both the
intent and ability to sell or securitize. When the Corporation sells a loan or group of loans which qualify as a sale pursuant to SFAS 140,
the loans are removed from the balance sheet and a gain or loss is recognized in loan sale revenue. Due to changing market conditions or
other strategic initiatives, management’s intent with respect to the disposition of the loan may change, and accordingly, loans previously
classified as held for sale may be reclassified into portfolio.

Prior to 2008, loans transferred from held for sale to portfolio were recorded at the lower of cost or market at the date of transfer. Any
fair value adjustment on the transferred loans, other than that attributable to credit impairment, is subsequently amortized into net interest
income using the interest method. To the extent any of the transferred loans were subsequently classified as nonaccrual, amortization was
ceased. Any credit impairment recognized on the loans at the date of transfer is subsequently evaluated for adequacy in conjunction with
the determination of the allowance for loan losses. If such analysis shows that the initial credit impairment on the transferred loans is not
sufficient to absorb currently estimated credit losses, an allowance for loan losses is established by recording a provision for loan losses.
Recoveries of the credit impairment recorded on the date of transfer are not recognized until write-off, pay down or maturity of the loans.
In 2008, the Corporation adopted fair value option for certain loans held for sale, which once adopted cannot be revoked. Thus,
commencing in 2008, any mortgage loans transferred from held for sale to portfolio were transferred at fair value and have been
subsequently accounted for at fair value. In 2008, such transfers have been limited to repurchased mortgage loans with documentation
defects or fraud issues that precluded their resale.

Interest income is recognized utilizing the interest method. For loans accounted for at carrying value, loan origination fees, fees for
providing loan commitments that result in loans, certain direct origination costs, and unearned discounts are deferred and amortized into
interest income utilizing the interest method to achieve a level effective yield over the term of the loan. Other credit-related fees,
including letter and line of credit fees and loan syndication fees, are recognized as fee income when earned. For loans accounted for at
fair value, origination fees and costs are recognized in noninterest income and noninterest expense, respectively, at the time of origination.

Leases are classified as either direct financing leases or operating leases, based on the terms of the lease arrangement. To be classified as a
direct financing lease, the lease must have at least one of the following four characteristics: 1) the lease transfers ownership of the
property to the lessee by the end of the lease term, 2) the lease contains a bargain purchase option, 3) the lease term is equal to 75% or
more of the estimated economic life of the leased property, or 4) the present value of the minimum lease payments are at least 90% of the



cost of the leased property. Leases that do not meet any of these four criteria are classified as operating leases and reported as equipment
leased to others on the balance sheet.

Income on operating leases is recognized on a straight-line basis over the lease term. Income on direct financing leases is recognized on a
basis that achieves a constant periodic rate of return on the outstanding investment. Income on leveraged leases is recognized on a basis
that achieves a constant periodic rate of return on the outstanding investment in the lease, net of the related deferred tax liability, in the
years in which the net investment is positive. The projected timing of income tax cash flows generated by a leveraged lease is an
important assumption that is reviewed annually, or more frequently, if events or changes in circumstances indicate that a change in timing
has occurred, or will occur.

At the inception of a lease, residual value is determined based on the estimated fair market value of the asset at the end of the original
lease term. For automobile leases, fair value was based upon published industry market guides. For commercial equipment leases, fair
value may be based upon observable market prices, third-party valuations, or prices received on sales of similar assets at the end of the
lease term. Renewal options and extensions are not considered in the original lease term due to the absence of penalties for nonrenewal.

Automobile lease residual values and certain types of commercial equipment lease residuals are guaranteed by third parties. Although
these guarantees of residual value are not considered in determining the initial accounting for these leases, the guarantees can affect the
future accounting for the residual values. Commercial equipment residual values not protected by a guarantee are reviewed quarterly for
other-than-temporary impairment. Impairment is assessed by comparing the carrying value of the leased asset’s residual value to both
current and end-of-lease term market values. Where this analysis indicates that an other-than-temporary impairment has occurred, the
carrying value of the lease residual is reduced to the estimated fair value, with the write-down generally recognized in other noninterest
expense in the income statement.

Commercial loans and leases and commercial loans secured by real estate are designated as honaccrual when either principal or interest
payments are 90 days or more past due (unless the loan is both well secured and in the process of collection), for which payment in full of
both principal and interest is not expected, or which is maintained on a cash basis due to the deterioration of the financial condition of the
borrower. When a loan is placed on nonaccrual, uncollected interest accrued in prior years is charged against the allowance for loan and
lease losses, while uncollected interest accrued in the current year is reversed against interest income. Interest income is recorded on a
cash basis during the period the loan is on nonaccrual provided that the collectibility of the remaining contractual amount due on the loan
is reasonably assured. Nonaccrual commercial loans and leases and commercial loans secured by real estate are generally charged off to
the extent principal and interest due exceed the net realizable value of the collateral, with the charge-off occurring when the loss is
reasonably quantifiable, but no later than when the loan becomes 180 days past due.

Commercial and commercial real estate loans exceeding $5 million are evaluated for impairment in accordance with the provisions of
SFAS 114, Accounting by Creditors for Impairment of a Loan, which requires an allowance to be established as a component of the
allowance for loan losses when it is probable all amounts due will not be collected pursuant to the contractual terms of the loan and the
recorded investment in the loan exceeds its fair value. Fair value is measured using either the present value of expected future cash flows
discounted at the loan’s effective interest rate, the observable market price of the loan, or the fair value of the collateral, if the loan is
collateral dependent. All loans subject to evaluation and considered impaired are included in nonperforming assets as these loans are on
nonaccrual status.

Loans secured by one-to-four family residential real estate, including home equity lines of credit and loans, are designated as nonaccrual
based upon several factors including payment delinquency, bankruptcy status, and prior principal charge-offs. First lien mortgages
covered by private mortgage insurance, or a government guarantee, are not classified as nonaccrual when the insurance proceeds or
guarantee are expected to result in full collectibility. When a loan is placed on nonaccrual, uncollected interest accrued in prior years is
charged against the allowance for loan losses, while uncollected interest accrued in the current year is reversed against interest income.
Additionally, these loan types are generally charged off to the extent principal and interest due exceed the estimated realizable value of
the collateral on the date the loan becomes 180 days past due, or at the earlier of the foreclosure sale, or when an appraisal indicates a
value less than the loan value.

Consumer loans are subject to mandatory charge-off at a specified delinquency date and, except for residential real estate loans, are
usually not classified as nonaccrual prior to being charged off. Closed-end consumer loans, which include installment and student loans
and automobile leases, are generally charged off in full no later than when the loan becomes 120 days past due. Open-end, unsecured
consumer loans, such as credit card loans, are generally charged off in full no later than when the loan becomes 150 days past due.

Loans that are restructured due to a borrower experiencing financial difficulties, where the Corporation, for economic or legal reasons,
grants a concession to the borrower that it would otherwise not consider, are accounted for as troubled debt restructurings (TDR). TDRs
may include certain modifications of terms of loans, receipts of assets from debtors in partial or full satisfaction of loans, or a combination
of both. Restructured loans classified as TDRs are accounted for in accordance with SFAS 15, Accounting by Debtors and Creditors for
Troubled Debt Restructurings, and SFAS 114.
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The Corporation sells residential and commercial real estate loans to Government National Mortgage Association (GNMA) and Federal
National Mortgage Association (FNMA) in the normal course of business. These loan sale programs allow the Corporation to repurchase
individual delinquent loans that meet certain criteria. Without the sponsoring entity’s prior authorization, the Corporation has the option to
repurchase the delinquent loan for an amount equal to 100% of the remaining principal balance of the loan. Under SFAS 140, once the
Corporation has the unconditional ability to repurchase the delinquent loan, effective control over the loan has been regained. At this
point, the Corporation is required to recognize the loan and a related liability on its balance sheet, regardless of the Corporation’s intent to
repurchase the loan. Refer to Note 7 for loans and borrowings recognized under these programs.

Allowance for Loan Losses and Allowance for Losses on Lending-Related Commitments: The allowance for loan losses is
maintained at a level believed adequate by management to absorb probable incurred losses within the loan portfolio and is based on the
size and current risk characteristics of the loan portfolio, an assessment of individual problem loans and actual loss experience, probable
recoveries under mortgage insurance, current economic events in specific industries and geographical areas, including unemployment
levels, regulatory guidance, general economic conditions, and other pertinent factors. Determination of the allowance is inherently
subjective as it requires significant estimates, including the amounts and timing of expected future cash flows on impaired loans,
estimated losses on pools of homogeneous loans based on historical loss experience, insurance coverage limits, estimation model
imprecision, and consideration of current environmental factors and economic trends, all of which are susceptible to significant
variability. Loan losses are charged off against the allowance, while recoveries of amounts previously charged off are credited to the
allowance. A provision for loan losses is recorded based on management’s periodic evaluation of the factors previously mentioned, as
well as other pertinent factors. Evaluations are conducted quarterly. When portfolio loans are identified for sale or securitization, the
attributed loan loss allowance is reclassified to held for sale as a reduction to the carrying value of the loans. If a loss attributable to
deterioration of the creditworthiness of the borrower is anticipated upon sale, a charge-off is recognized upon transfer.

The Corporation maintains an allowance for losses on unfunded commercial lending commitments and letters of credit to provide for the
risk of loss inherent in these arrangements. The allowance is computed using a methodology similar to that used to determine the
allowance for loan losses, modified to take into account the probability of a drawdown on the commitment. This allowance is reported as
a liability on the balance sheet within accrued expenses and other liabilities, while the corresponding provision for these losses is recorded
in noninterest expense.

Other Real Estate Owned: Other real estate owned (OREO) is comprised principally of commercial and residential real estate properties
obtained in partial or total satisfaction of loan obligations, as well as bank premises qualifying as held for sale under SFAS 144,
Accounting for the Impairment or Disposal of Long-Lived Assets. Property obtained in satisfaction of a loan is recorded at the estimated
fair value less anticipated selling costs based upon the property’s appraised value at the date of transfer. Anticipated recoveries from
private mortgage insurance and government guarantees are also considered in evaluating the potential impairment of loans at the date of
transfer. When the anticipated future cash flows associated with a loan are less than its net carrying value, a charge-off is recognized
against the allowance for loan losses. Expected insurance proceeds are recognized as a receivable upon transfer of the loan to other real
estate owned. As of June 30, 2008, this receivable was $33 million. Bank premises are transferred at the lower of carrying value or
estimated fair value less anticipated selling costs. Subsequent changes in value are reported as adjustments to the carrying amount, not to
exceed the initial carrying value of the assets at the time of transfer, with the offset recorded in noninterest expense. Fair value write-
downs, property maintenance costs, and gains or losses recognized upon the sale of foreclosed assets are recognized in noninterest
expense on the date of sale.

Securities: Investments in debt securities and certain equity securities with readily determinable fair values, other than those classified as
principal investments or accounted for under the cost or equity method, are accounted for under SFAS 115, Accounting for Certain
Investments in Debt and Equity Securities. SFAS 115 requires investments to be classified within one of three categories: trading, held to
maturity, or available for sale, based on the type of security and management’s ability and intent with regard to selling the security.

Securities purchased with the intention of realizing short-term profits, or that are used to manage risk in other balance sheet assets and
liabilities carried at fair value, are considered trading securities and are carried at fair value. Depending on the purpose for holding the
securities, realized and unrealized gains and losses are included in either brokerage revenue, loan servicing revenue or other noninterest
income in the statement of income. Interest on trading account securities is recorded in interest income. Loans are classified as trading
when positions are bought and sold primarily to make profits on short-term appreciation or for other trading purposes. Trading loans are
also included in trading assets on the balance sheet and are carried at fair value, with gains and losses included in other noninterest
income. See Note 9 for further information on trading securities.

Debt securities are classified as held to maturity when management has both the intent and ability to hold the securities to maturity.
Securities classified as held to maturity are carried at amortized cost.

Debt and marketable equity securities not classified as held to maturity or trading are classified as available for sale. Securities available

for sale are carried at fair value with unrealized gains and unrealized losses not deemed other-than-temporary reported in accumulated
other comprehensive income, net of tax.
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Realized gains and losses on the sale of, and other-than-temporary impairment charges, on both available-for-sale and held-to-maturity
securities are recorded in securities gains or losses in the statement of income. Interest and dividends on securities, including amortization
of premiums and accretion of discounts using the effective interest method over the period to maturity, are included in interest income.
Realized gains and losses on the sale of securities, and other-than-temporary impairment charges, are determined using the specific-
identification method. Purchases and sales of securities are recognized on a trade date basis.

Certain equity security investments that do not have readily determinable fair values and for which the Corporation does not exercise
significant influence are carried at cost and classified either within other investments or other assets on the balance sheet depending on the
frequency of dividend declarations. Cost method investments classified within other investments consist solely of shares of Federal Home
Loan Bank and Federal Reserve Bank stock. These investments totaled $891 million, $808 million and $506 million at June 30, 2008,
December 31, 2007, and June 30, 2007, respectively. Cost method investments classified within other assets were less than $10 million at
June 30, 2008, December 31, 2007, and June 30, 2007. The Corporation’s holdings of Visa Class B shares have no cost basis. Cost
method investments are reviewed for impairment at least annually or sooner if events or changes in circumstances indicate the carrying
value may not be recoverable.

Principal Investments: Principal investments, which include direct investments in private and public companies and indirect investments
in private equity funds, are carried at estimated fair value with changes in fair value recognized in other noninterest income.

Direct investments include equity and mezzanine investments in the form of common stock, preferred stock, limited liability company
interests, warrants, and subordinated debt. Direct mezzanine investments in the form of subordinated debt and preferred stock, which earn
interest or dividends, are included in other investments on the balance sheet, while the remainder of the direct investments are included in
other assets. Indirect investments include ownership interests in private equity funds managed by third-party general partners and are
included in other assets on the balance sheet. Interest and dividends on direct mezzanine debt and preferred stock investments are
recorded in interest income. All other income on principal investments, including fair value adjustments, realized gains and losses on the
return of capital, and principal investment write-offs, is recognized in other noninterest income.

The fair values of publicly traded investments are determined using quoted market prices, subject to various discount factors related to
sales restrictions and regulations, when appropriate. Investments that are not publicly traded are initially recorded at fair value equal to the
purchase price, and subsequent adjustments to fair value are estimated in good faith by management. Factors used in determining the fair
value of direct investments include consideration of the investee’s business model, current and projected financial performance, liquidity,
management team, and overall economic and market conditions including changes in market outlook, the third-party financing
environment and potential exit transactions. Factors used in determining the fair value of indirect investments include evaluation of the
investments owned by the private equity funds, the general partner’s valuation techniques, and overall economic and market conditions.
The fair value estimates of the investments are based upon currently available information and may not necessarily represent amounts that
will ultimately be realized, which depend on future events and circumstances.

Securities Purchased Under Agreements to Resell and Securities Sold Under Agreements to Repurchase: Securities purchased
under agreements to resell and securities sold under agreements to repurchase are generally accounted for as collateralized financing
transactions and are recorded at the amounts at which the securities were acquired or sold plus accrued interest. Securities, generally
U.S. government and federal agency securities, pledged as collateral under these financing arrangements cannot be sold or repledged by
the secured party. The fair value of collateral either received from or provided to a third party is continually monitored, and additional
collateral is obtained or requested to be returned as appropriate.

Goodwill and Other Intangible Assets: Goodwill represents the excess of the cost of an acquisition over the fair value of the net assets
acquired. Other intangible assets represent purchased assets that also lack physical substance but can be separately distinguished from
goodwill because of contractual or other legal rights or because the asset is capable of being sold or exchanged, either on its own or in
combination with a related contract, asset, or liability. Goodwill impairment testing is performed annually, or more frequently if events or
circumstances indicate possible impairment. Goodwill is allocated to reporting units one level below business segments. Fair values of
reporting units are determined using either market-based valuation multiples for comparable businesses if available, or discounted cash
flow analyses based on internal financial forecasts and estimates of market participant assumptions. If the fair value of a reporting unit
exceeds its net book value, goodwill is considered not to be impaired. If the net book value of a reporting unit exceeds its fair value, an
impairment loss may be recognized. An impairment loss is measured as the excess of the carrying value of the goodwill of a reporting unit
over its implied fair value. The implied fair value of goodwill represents the difference between the fair value of the reporting unit and the
fair value of all of the assets and liabilities of that unit, including any unrecognized intangible assets. Goodwill impairment losses are
recorded in impairment, fraud and other losses within noninterest expense. Note 10 contains additional information regarding goodwill
and the carrying values by major lines of business.

Intangible assets with finite lives include those associated with core deposits, credit cards, and other contractual or legal rights obtained in

conjunction with an acquisition. Intangible assets are subject to impairment testing whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. Core deposit intangibles are primarily amortized over a period not to exceed 10 years
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using an accelerated amortization method. Credit card intangibles are amortized over their estimated useful lives on a straight-line basis,
which range from one to seven years. Other intangibles, primarily customer contracts and noncompete agreements, are amortized over the
period benefited ranging from three to 11 years. Amortization expense for core deposits and other intangibles is recognized in noninterest
expense. Note 10 includes a summary of other intangible assets.

Depreciable Assets: Properties and equipment are stated at cost less accumulated depreciation and amortization. Maintenance and repairs
are charged to expense as incurred, while improvements which extend an asset’s useful life are capitalized and depreciated over the
estimated remaining life of the asset. Depreciation and amortization are calculated using the straight-line method over the estimated useful
life of the asset. Useful lives range from one to 10 years for furniture, fixtures, and equipment; three to five years for software, hardware,
and data handling equipment; and 10 to 40 years for buildings and building improvements. For equipment leased to others, depreciation is
recorded on a straight-line basis over the life of the lease. Land improvements are amortized over a period of 15 years. Leasehold
improvements are amortized over the shorter of the asset’s useful life or the remaining lease term, including renewal periods when
reasonably assured pursuant to SFAS 13, Accounting for Leases. For leasehold improvements acquired in a business combination, lease
renewals reasonably assured at the date of acquisition are included in the remaining lease term. For leasehold improvements placed in
service after the inception of the lease, lease renewals reasonably assured at the date of purchase are included in the remaining lease term.

Long-lived depreciable assets are evaluated periodically for impairment when events or changes in circumstances indicate the carrying
amount may not be recoverable. Impairment exists when the expected undiscounted future cash flows of a long-lived asset, including any
estimated residual value, are less than its carrying value. In that event, the Corporation recognizes a loss for the difference between the
carrying amount and the estimated fair value of the asset based on a quoted market price, if available, or a discounted cash flow analysis.
Impairment losses are recorded in other noninterest expense.

Asset Securitizations: National City uses the securitization of financial assets as a source of funding. In a securitization, financial assets
are transferred into trusts or to SPEs in transactions which are effective in legally isolating the assets from the Corporation. The
Corporation’s bank subsidiary has securitized pools of credit card, automobile, and mortgage loans. Where the transferor is a depository
institution, legal isolation is accomplished through compliance with specific rules and regulations of the relevant regulatory authorities.
Where the transferor is not a depository institution, legal isolation is accomplished through utilization of a two-step securitization
structure. In addition, the Corporation has periodically purchased the guaranteed portion of Small Business Administration (SBA) loans
from third-party lenders and then securitized these loans into SBA guaranteed pooled securities through the use of a fiscal and transfer
agent approved by the SBA. The certificates were then sold directly to institutional investors, achieving legal isolation.

SFAS 140 requires a true sale analysis of the treatment of the transfer under state law as if the transferring equity was a debtor under the
bankruptcy code. A true sale legal analysis includes several legally relevant factors, such as the nature and level of recourse to the
transferor, and the amount and nature of retained interests in the loans sold. The analytical conclusion as to a true sale is never absolute
and unconditional, but contains qualifications based on the inherent equitable powers of a bankruptcy court, as well as the unsettled state
of the common law. Once the legal isolation test has been met under SFAS 140, other factors concerning the nature and extent of the
transferor’s control over the transferred assets are taken into account in order to determine whether derecognition of assets is warranted,
including whether the SPE has complied with rules concerning qualifying special-purpose entities.

Legal opinions regarding legal isolation have been obtained for each credit card securitization. These opinions stated in their conclusions
that the Federal Deposit Insurance Corporation (FDIC) regulation, Treatment by the Federal Deposit Insurance Corporation as
Conservator or Receiver of Financial Assets Transferred by an Insured Depository Institution in Connection with a Securitization or
Participation (Securitization Rule) would be applicable to the transfer of such assets. The Securitization Rule provides reasonable
assurance that neither the FDIC acting as conservator or receiver for the transferring bank subsidiary, nor any other creditor of the bank,
may reclaim or recover the assets from the securitization trust or recharacterize the assets as property of the transferring bank subsidiary
or of the conservatorship or receivership for the bank. The opinion further reasoned, even if the Securitization Rule did not apply, then
pursuant to various FDIC pronouncements, the FDIC would uphold the effectiveness of the security interest granted in the financial
assets.

Legal opinions were also obtained for each automobile and mortgage loan securitization, which were all structured as two-step transfers.
While noting each of these transactions fall within the meaning of a securitization under the Securitization Rule, in accordance with
accounting guidance, an analysis was also rendered under state law as if the transferring subsidiary was a debtor under the bankruptcy
code. The true sale opinion obtained for each of these transactions provides reasonable assurance that the purchased assets would not be
characterized as the property of the transferring subsidiary’s receivership or conservatorship estate in the event of insolvency and also
states the transferor would not be required to substantively consolidate the assets and liabilities of the purchaser SPE with those of the
transferor upon such event.

The process of securitizing SBA loans into pools of SBA certificates is prescribed by the SBA and must be followed to obtain the SBA
guarantee. This process meets the requirements for sale treatment under SFAS 140.

In a securitization, the trust issues beneficial interests in the form of senior and subordinated asset-backed securities backed or
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collateralized by the assets sold to the trust. The senior classes of the asset-backed securities typically receive investment grade credit
ratings at the time of issuance. These ratings are generally achieved through the creation of lower-rated subordinated classes of asset-
backed securities, as well as subordinated interests retained by an affiliate of the Corporation. In all cases, the Corporation or its affiliates
may retain interests in the securitized assets, which may take the form of seller certificates, subordinated tranches, cash reserve balances
or interest-only strips representing the cash flows generated by the assets in excess of the contractual cash flows required to be paid to the
investors.

An SBA approved fiscal and transfer agent associated with the SBA securitizations issues certificates once all the necessary documents to
support the transaction have been provided. The Corporation has retained beneficial interests in the securitized assets in the form of
interest-only strips. The SBA guarantees the credit risk with respect to the loans sold.

In accordance with SFAS 140, securitized loans are removed from the balance sheet and a net gain or loss is recognized in income at the
time of initial sale, and each subsequent sale for revolving securitization structures, when the combined net sales proceeds and, if
applicable, retained interests differ from the loans’ allocated carrying amount. Net gains or losses resulting from securitizations are
recorded in loan sale revenue within noninterest income.

Retained interests in the subordinated tranches and interest-only strips are recorded at their fair value and included in the available-for-
sale or the trading securities portfolio. Retained interests from the credit card and automobile loan securitizations are classified as
available-for-sale securities. Retained interests from the mortgage and SBA securitizations are classified as trading securities and are
included in trading assets on the balance sheet. Subsequent adjustments to the fair value of retained interests classified as available for
sale are recorded through accumulated other comprehensive income within stockholders’ equity, or in security losses in the income
statement if the fair value has declined below the carrying amount, and such decline has been determined to be other-than-temporary. Fair
value adjustments to retained interests classified as trading securities are recorded in other noninterest income.

The fair value of retained interests is estimated at the time of sale and at each subsequent reporting date by using a cash flow valuation
model which calculates the present value of the estimated cash flows of retained interests. Assumptions and estimates used in the cash
flow model consist of credit loss rates, loan prepayment rates, loan pool characteristics such as loan interest rates and expected life of the
loans, the cost of funds, servicing fees and costs, and discount rates commensurate with the risks involved. On a monthly basis,
management reviews the historical performance of each retained interest and the assumptions used to project future cash flows. If past
performance or market conditions dictate, assumptions are revised and the present value of future retained interest cash flows is
recalculated to reflect the assumptions that a market participant would use to value these retained interests. Refer to Note 5 for further
analysis of the assumptions used in the determination of fair value of retained interests. The value of these retained interests represent
National City’s maximum loss exposure with respect to securitization vehicles. The investors in the asset-backed securities issued by the
SPEs have no further recourse against the Corporation if cash flows generated by the securitized assets are inadequate to service the
obligations of the SPEs.

For credit card securitizations, the Corporation’s continuing involvement in the securitized assets includes maintaining an undivided, pro
rata interest in all credit card assets that are in the trust, referred to as seller’s interest. The seller’s interest ranks equally with the
investors’ interests in the trust. As the amount of the assets in the securitized pool fluctuates due to customer payments, purchases, cash
advances, and credit losses, the carrying amount of the seller’s interest will vary. However, the Corporation is required to maintain its
seller’s interest at a minimum level of 5% of the initial invested amount in each series to ensure sufficient assets are available for
allocation to the investors’ interests.

Also with regard to credit card securitizations, the trust is not required to make principal payments to the investors during the revolving
period, which generally approximates 48 months. Instead, the trust uses principal payments received on the accounts to purchase new
credit card loans. Therefore, the principal dollar amount of the investor’s interest in the assets within the trust remains unchanged. Once
the revolving period ends, the trust will distribute principal payments to the investors according to the contractual terms of the transaction.
Distribution of principal to the investors in the credit card trust may begin earlier if the average annualized yield on the loans securitized
(generally equal to the sum of interest income, interchange and other fees, less principal credit losses during the period) for three
consecutive months drops below a minimum yield (generally equal to the sum of the coupon rate payable to investors plus contractual
servicing fees), or certain other events occur.

Transaction costs associated with revolving loan securitizations are deferred at the time of sale and amortized over the revolving term of
the securitization, while transaction costs associated with fixed-term securitizations are recognized as a component of the gain or loss at
the time of sale.

Servicing Assets: The Corporation periodically sells or securitizes loans while retaining the obligation to perform the servicing of such
loans. In addition, the Corporation may purchase or assume the right to service loans originated by others. Whenever the Corporation
undertakes an obligation to service a loan, management assesses whether a servicing asset or liability should be recognized. A servicing
asset is recognized whenever the compensation for servicing is expected to exceed current market servicing prices. Likewise, a servicing
liability would be recognized in the event that servicing fees to be received are not expected to adequately compensate the Corporation for
its expected costs. Servicing assets related to residential real estate loans are separately presented on the balance sheet as mortgage
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servicing rights (MSRs). Servicing assets associated with the sale or securitization of commercial real estate, home equity lines and loans
and automobile loans are presented within other assets on the balance sheet. The Corporation does not presently have any servicing
liabilities.

All separately recognized servicing assets and/or liabilities are initially recognized at fair value. For subsequent measurement of servicing
rights, the Corporation has elected the fair value method for MSRs while all other servicing assets follow the amortization method. Under
the fair value measurement method, MSRs are recorded at fair value each reporting period, and changes in fair value are reported in loan
servicing revenue in the income statement. Under the amortization method, other servicing assets are amortized in proportion to, and over
the period of, estimated servicing income and assessed for impairment based on fair value at each reporting period. Contractual servicing
fees including ancillary income and late fees, as well as fair value adjustments, associated derivative gains and losses, and impairment
losses, if any, are reported in loan servicing revenue in the income statement.

The fair value of MSRs is estimated by using a cash flow valuation model which calculates the present value of estimated future net
servicing cash flows, taking into consideration actual and expected mortgage loan prepayment rates, discount rates, servicing costs, and
other economic factors, which are determined based on current market conditions. Expected mortgage loan prepayment assumptions are
derived from an internal proprietary model and consider empirical data drawn from the historical performance of the Corporation’s
managed portfolio. Prepayment rates have a lesser impact on the value of servicing assets associated with commercial real estate loans as
these loans have lockout and prepayment penalties generally ranging from five to nine years.

Future interest rates are another significant factor in the valuation of MSRs. Market implied forward interest rates are incorporated in the
MSR valuation model to estimate the future direction of mortgage and discount rates. The forward rates utilized are derived from the
current yield curve for U.S. dollar interest rate swaps and are consistent with pricing of capital markets instruments.

Derivative Instruments: The Corporation enters into derivative transactions principally to protect against the risk of adverse price or
interest-rate movements on the value of certain assets and liabilities and on future cash flows. In addition, certain contracts and
commitments, such as mortgage loan commitments, are defined as derivatives under GAAP.

Under the requirements of SFAS 133, Accounting for Derivative Instruments and Hedging Activities, as amended, all derivative
instruments are carried at fair value on the balance sheet. SFAS 133 provides special hedge accounting provisions, which permit the
change in the fair value of the hedged item related to the risk being hedged to be recognized in earnings in the same period and in the
same income statement line as the change in the fair value of the derivative.

Derivative instruments designated in a hedge relationship to mitigate exposure to changes in the fair value of an asset, liability, or firm
commitment attributable to a particular risk, such as interest-rate risk, are considered fair value hedges under SFAS 133. Derivative
instruments designated in a hedge relationship to mitigate exposure to variability in expected future cash flows, or other types of
forecasted transactions, are considered cash flow hedges. The Corporation formally documents all relationships between hedging
instruments and hedged items, as well as its risk management objective and strategy for undertaking each hedge transaction.

Fair value hedges are accounted for by recording the fair value of the derivative instrument, the fair value of the hedged risk of the hedged
asset or liability, with corresponding offsets recorded in the income statement. The fair values of derivatives are recorded as freestanding
assets or liabilities on the balance sheet, while fair value adjustments to the hedged assets or liabilities are included in the carrying value
of the hedged items. Actual cash receipts or payments and related amounts accrued during the period on derivatives included in a fair
value hedge relationship are recorded as adjustments to the income or expense recorded on the hedged asset or liability.

Cash flow hedges are accounted for by recording the fair value of the derivative instrument on the balance sheet as either a freestanding
asset or liability, with a corresponding offset recorded in accumulated other comprehensive income within stockholders’ equity, net of
tax. Amounts are reclassified from accumulated other comprehensive income to the income statement in the period or periods the hedged
forecasted transaction affects earnings.

Under both the fair value and cash flow hedge methods, derivative gains and losses not effective in hedging the change in fair value or
expected cash flows of the hedged item are recognized immediately in the income statement. At the hedge’s inception and at least
quarterly thereafter, a formal assessment is performed to determine whether changes in the fair values or cash flows of the derivative
instruments have been highly effective in offsetting changes in the fair values or cash flows of the hedged items and whether they are
expected to be highly effective in the future. If it is determined a derivative instrument has not been or will not continue to be highly
effective as a hedge, hedge accounting is discontinued. When this occurs, SFAS 133 basis adjustments recorded on hedged assets and
liabilities are amortized over the remaining life of the hedged item beginning no later than when hedge accounting ceases.

The Corporation applies the guidance in FIN 39, Offsetting of Amounts Related to Certain Contracts, as amended, to its derivative
positions. Accordingly, derivatives are recognized on the consolidated balance sheet at fair value on a net basis, taking into consideration
the effects of legally enforceable master netting agreements that allow the Corporation to offset positive and negative positions with the
same counterparty. The Corporation also obtains collateral in connection with its derivative activities. Required collateral levels vary

15



depending on the counterparty. The Corporation also nets cash collateral against the applicable derivative exposures by offsetting its
obligations to return or its rights to reclaim cash collateral against the fair values of the derivatives being collateralized. Net derivative
assets and liabilities are presented in other assets and other liabilities, respectively, in the consolidated balance sheet.

Reclassifications of Derivative Instruments Indexed to or Settleable in Common Stock: The Corporation accounts for certain
financial instruments indexed to, or settleable, in its common stock as freestanding derivative instruments under the requirements of EITF
00-19. EITF 00-19 requires that instruments be classified as assets, liabilities or equity based on how the instruments can be settled. The
classification is based on the concept that instruments that require net-cash settlement are assets or liabilities and instruments that require
settlement in shares are equity instruments. EITF 00-19 requires that management reassess the classification of such instruments each
balance sheet date and the instruments may be entirely or partially reclassified based on the existing facts and circumstances. For
example, a portion of equity instruments may be reclassified to a liability to the extent the Corporation does not have a sufficient number
of shares authorized to settle the derivative instruments requiring the issuance of shares. However, the equity instruments that are
supported by authorized, but unissued, shares could remain classified as equity. Should a partial reclassification occur, the Corporation
has elected to reclassify the instruments with the latest maturity dates first.

Share-Based Payment: Compensation cost is recognized for stock options and restricted stock awards issued to employees.
Compensation cost is measured as the fair value of these awards on their date of grant. A Black-Scholes model is utilized to estimate the
fair value of stock options, while the market price of the Corporation’s common stock at the date of grant is used to estimate the fair value
of restricted stock awards. Compensation cost is recognized over the required service period, generally defined as the vesting period for
stock option awards and as the restriction period for restricted stock awards. For awards with graded vesting, compensation cost is
recognized on a straight-line basis over the requisite service period for the entire award. When an award is granted to an employee who is
retirement eligible, the compensation cost of these awards is recognized over the period up to the date the employee first becomes eligible
to retire.

Dividends paid on restricted stock and restricted stock unit awards are charged to retained earnings for awards that are expected to vest.
Beginning in 2008, the Corporation has accounted for the realized income tax benefits from the dividends paid on these awards as an
increase to additional paid-in capital. The amount recognized in additional paid in capital for the realized income tax benefit from the
dividends paid is also included in the pool of excess tax benefits available to absorb tax deficiencies on share-based payment awards
pursuant to SFAS 123 (R), Share-Based Payment. The related tax benefits will not be recognized until the income tax deduction reduces
income taxes payable. When an award is not expected to vest, the dividends are recognized as compensation cost. The income tax
benefits associated with the dividends paid to the recipients of these awards in prior periods were recognized as a component of income
tax provision.

Stock Repurchases: The Corporation has periodically repurchased shares of its outstanding common stock through open market
purchases or other methods. Repurchased shares are recorded as treasury shares on the trade date using the par value method, and the cash
paid is allocated to common stock, capital surplus, and retained earnings. Treasury shares are available for reissuance upon exercise of
employee stock awards.

Fair Value Measurements: The Corporation records certain of its assets and liabilities at fair value. Fair value is defined as the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. Securities available for sale, trading loans and securities, commercial and residential real estate loans held for sale,
derivative instruments, principal investments, and mortgage servicing rights are carried at fair value on a recurring basis. Fair value
measurements are also utilized to determine the initial value of certain assets and liabilities, to perform impairment assessments, and for
disclosure purposes. The Corporation uses quoted market prices and observable inputs to the maximum extent possible when measuring
fair value. In the absence of quoted market prices, various valuation techniques are utilized to measure fair value. When possible,
observable market data for identical or similar financial instruments are used in the valuation. When market data is not available, fair
value is determined using valuation models that incorporate management’s estimates of the assumptions a market participant would use in
pricing the asset or liability.

Fair value measurements are classified within one of three levels based on the observability of the inputs used to determine fair value, as
follows:

Level 1 — The valuation is based on quoted prices in active markets for identical instruments.
Level 2 — The valuation is based on observable inputs such as quoted prices for similar instruments in active markets, quoted prices for
identical or similar instruments in markets that are not active, and model-based valuation techniques for which all significant assumptions

are observable in the market.

Level 3 — The valuation is based on unobservable inputs that are supported by minimal or no market activity and that are significant to the
fair value of the instrument. Level 3 valuations are typically performed using pricing models, discounted cash flow methodologies, or
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similar techniques that incorporate management’s own estimates of assumptions that market participants would use in pricing the
instrument, or valuations that require significant management judgment or estimation.

Advertising Costs: Advertising costs are generally expensed as incurred.

Income Taxes: The Corporation and its subsidiaries file a consolidated federal income tax return. The provision for income taxes is based
upon income in the consolidated financial statements, rather than amounts reported on the income tax return. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of
existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect
on deferred tax assets and liabilities of a change in tax rates is recognized as income or expense in the period that includes the enactment
date.

Positions taken in the Corporation’s tax returns may be subject to challenge by the taxing authorities upon examination. Uncertain tax
positions are initially recognized in the financial statements when it is more likely than not the position will be sustained upon
examination by the tax authorities. Such tax positions are both initially and subsequently measured as the largest amount of tax benefit
that is greater than 50% likely of being realized upon settlement with the tax authority, assuming full knowledge of the position and all
relevant facts. The Corporation provides for interest and, in some cases, penalties on tax positions that may be challenged by the taxing
authorities. Interest expense is recognized beginning in the first period that such interest would begin accruing. Penalties are recognized in
the period that the Corporation claims the position in the tax return. Interest and penalties on income tax uncertainties are classified within
income tax expense in the income statement.

Earnings Per Share: Net income per share is calculated in accordance with EITF 03-6, Participating Securities and the Two-Class
Method under FASB Statement No. 128. EITF 03-6 clarified the guidance in SFAS 128, Earnings Per Share, regarding the computation
of earnings per share for entities that have issued securities other than common stock that contractually entitle holders of these securities
to participate in dividends and earnings of the Corporation. The Corporation’s Series D and G convertible preferred stock are considered
“participating securities” for purposes of computing earnings per share. EITF 03-6 requires undistributed earnings for the period, which
represents net income less common and participating security dividends (if applicable) declared or paid, to be allocated between the
common and participating security stockholders based upon their respective rights to receive dividends. This method of computing
earnings per share is defined by EITF 03-6 as the two-class method. The two-class method is not applied to the earnings per share
calculation in periods of net losses as the Series D and G preferred shareholders are not obligated to share in losses with common
shareholders. EITF 03-6 does not require the presentation of net income per share for securities other than common stock; therefore, the
foregoing net income per share amounts only pertain to the Corporation’s common stock.

2. Recent Accounting Pronouncements

Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans: In September 2006, the Financial Accounting
Standards Board (FASB) issued SFAS 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans. On
December 31, 2006, the Corporation adopted the recognition and disclosure provisions of this statement which resulted in the recording of
the funded status of its pension and postretirement plans as either assets or liabilities and the recording of unrecognized actuarial
gains/losses, prior service costs, and transition obligations totaling $71 million as a separate component of accumulated other
comprehensive income, net of tax. SFAS 158 also required the Corporation to change the measurement date of its defined benefit pension
and other postretirement obligations from October 31 to December 31. The incremental pension benefit associated with the measurement
date change was recognized on January 1, 2008 as an increase to retained earnings of $1 million after-tax.

Fair Value Measurements: In September 2006, the FASB issued SFAS 157, Fair Value Measurements, which replaces various
definitions of fair value in existing accounting literature with a single definition, establishes a framework for measuring fair value, and
requires additional disclosures about fair value measurements. SFAS 157 clarifies that fair value is the price that would be received to sell
an asset or the price paid to transfer a liability in the principal or most advantageous market available to the entity and emphasizes that fair
value is a market-based measurement and should be based on the assumptions market participants would use. The statement also creates a
three-level hierarchy under which individual fair value estimates are to be ranked based on the relative reliability of the inputs used in the
valuation. This hierarchy is the basis for the disclosure requirements, with fair value estimates based on the least reliable inputs requiring
more extensive disclosures about the valuation method used and the gains and losses associated with those estimates. SFAS 157 is
required to be applied whenever another financial accounting standard requires or permits an asset or liability to be measured at fair value.
The statement does not expand the use of fair value to any new circumstances. The Corporation adopted SFAS 157, as amended, on
January 1, 2008, and the adoption did not have a material impact on financial condition, results of operations, or liquidity.

The Corporation also adopted the provisions of FASB Staff Position (FSP) No. 157-2, which defers until January 1, 2009, the application

of SFAS 157 to nonfinancial assets and nonfinancial liabilities not recognized or disclosed at least annually at fair value. Items affected by
this deferral include goodwill and long-lived assets for which any necessary impairment analyses are performed using fair value
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measurements. The Corporation does not expect the delayed application of this aspect of SFAS 157 to have a material impact on financial
condition, results of operations, or liquidity.

Fair Value Option: In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Liabilities. The
statement allows an entity to elect to measure certain financial assets and liabilities at fair value with changes in fair value recognized in
the income statement each period. The statement also requires additional disclosures to identify the effects of an entity’s fair value
election on its earnings. On January 1, 2008, the Corporation elected the fair value option for residential and commercial real estate loans
held for sale. Previously, these loans were carried at the lower of cost or fair value after consideration of any SFAS 133 valuation
adjustments. Interest rate risk related to these loans is hedged with derivative instruments and application of the fair value option allows
for both the loans and the derivatives to be carried at fair value without the requirements of qualifying for hedge accounting under
SFAS 133. The election was applied to existing residential and commercial real estate loans held for sale as of January 1, 2008 and is also
being applied prospectively to the same types of loans originated or purchased as held for sale. As of the adoption date, the carrying value
of the existing loans held for sale was adjusted to fair value through a cumulative-effect adjustment to beginning retained earnings. This
adjustment represented an increase in value of $12 million pretax ($8 million net of tax). Prospectively, fair value accounting for
residential and commercial real estate loans held for sale will accelerate the recognition of some gains and losses previously recognized at
the time of sale but otherwise is not expected to have a material impact on financial condition, results of operations, or liquidity.

Amendment of FASB Interpretation No. 39: In April 2007, the FASB issued FSP 39-1, Amendment of FASB Interpretation No. 39,
Offsetting of Amounts Related to Certain Contracts. FSP 39-1 permits entities to offset fair value amounts recognized for multiple
derivative instruments executed with the same counterparty under a master netting agreement. FSP 39-1 clarifies that the fair value
amounts recognized for the right to reclaim cash collateral, or the obligation to return cash collateral, arising from the same master netting
arrangement, should also be offset against the fair value of the related derivative instruments.

Effective January 1, 2008, the Corporation adopted a net presentation for certain derivative positions and related cash collateral pursuant
to the guidance in FIN 39 and FSP FIN 39-1. Prior to that time, the Corporation presented all of its derivative positions and related
collateral on a gross basis. The application of this guidance resulted in reclassifications of cash collateral placed with counterparties from
short-term investments and cash collateral held from counterparties from foreign deposits to other liabilities and other assets, respectively,
and also resulted in the netting of certain derivative liabilities against derivative assets. As of June 30, 2008, other assets and other
liabilities were each reduced by $999 million as a result of applying this guidance. The December 31, 2007 balance sheet was also
restated for this guidance which resulted in a reduction in other assets and other liabilities of $522 million. The effect on other assets and
other liabilities for balance sheet periods prior to December 31, 2007 was not material.

Accounting for Income Tax Benefits of Dividends on Share-Based Payment Awards: In June 2007, the FASB ratified the consensus
reached in EITF Issue No. 06-11, Accounting for Income Tax Benefits of Dividends on Share-Based Payment Awards. EITF 06-11 applies
to entities that have share-based payment arrangements that entitle employees to receive dividends or dividend equivalents on equity-
classified nonvested shares when those dividends or dividend equivalents are charged to retained earnings and result in an income tax
deduction. Entities that have share-based payment arrangements that fall within the scope of this Issue will be required to increase capital
surplus for any realized income tax benefit associated with dividends or dividend equivalents paid to employees for equity classified
nonvested equity awards. Any increase recorded to capital surplus is required to be included in an entity’s pool of excess tax benefits that
are available to absorb potential future tax deficiencies on share-based payment awards. The Corporation adopted EITF 06-11 on
January 1, 2008 for dividends declared on share-based payment awards subsequent to this date. The adoption of EITF 06-11 did not have
a material impact on financial condition, results of operations, or liquidity.

Accounting for Written Loan Commitments Accounted for at Fair Value: In November 2007, the Securities and Exchange
Commission issued Staff Accounting Bulletin (SAB) No. 109, which addresses the valuation of written loan commitments accounted for
at fair value through earnings. The guidance in SAB 109 expresses the staff’s view that the measurement of fair value for a written loan
commitment accounted for at fair value through earnings should incorporate the expected net future cash flows related to the associated
servicing of the loan. Previously under SAB 105, Application of Accounting Principles to Loan Commitments, this component of value
was not incorporated into the fair value of the loan commitment. The Corporation adopted the provisions of SAB 109 for written loan
commitments entered into or modified after December 31, 2007 related to residential and commercial real estate loans held for sale that
are accounted for as derivatives under SFAS 133. The Corporation does not account for any other written loan commitments at fair value
through earnings. The impact of SAB 109 will accelerate the recognition of the estimated fair value of the servicing inherent in the loan to
the commitment date. For the second quarter and first six months of 2008 the adoption of SAB 109 resulted in an increase in loan sale
revenue of $31 million.

Business Combinations: In December 2007, the FASB issued SFAS 141(R), Business Combinations. SFAS 141(R) will significantly
change how entities apply the acquisition method to business combinations. The most significant changes affecting how the Corporation
will account for business combinations under this Statement include: the acquisition date will be date the acquirer obtains control; all (and
only) identifiable assets acquired, liabilities assumed, and noncontrolling interests in the acquiree will be stated at fair value on the
acquisition date; assets or liabilities arising from noncontractual contingencies will be measured at their acquisition date fair value only if
it is more likely than not that they meet the definition of an asset or liability on the acquisition date; adjustments subsequently made to the

18



provisional amounts recorded on the acquisition date will be made retroactively during a measurement period not to exceed one year;
acquisition-related restructuring costs that do not meet the criteria in SFAS 146, Accounting for Costs Associated with Exit or Disposal
Activities, will be expensed as incurred; transaction costs will be expensed as incurred; reversals of deferred income tax valuation
allowances and income tax contingencies will be recognized in earnings subsequent to the measurement period; and the allowance for
loan losses of an acquiree will not be permitted to be recognized by the acquirer. Additionally, SFAS 141(R) will require new and
modified disclosures surrounding subsequent changes to acquisition-related contingencies, contingent consideration, noncontrolling
interests, acquisition-related transaction costs, fair values and cash flows not expected to be collected for acquired loans, and an enhanced
goodwill rollforward.

The Corporation will be required to prospectively apply SFAS 141(R) to all business combinations completed on or after January 1, 2009.
Early adoption is not permitted. For business combinations in which the acquisition date was before the effective date, the provisions of
SFAS 141(R) will apply to the subsequent accounting for deferred income tax valuation allowances and income tax contingencies and
will require any changes in those amounts to be recorded in earnings. At June 30, 2008, the Corporation’s acquired deferred income tax
valuation allowances and income tax contingencies totaled $2 million and $32 million, respectively. Management is currently evaluating
the effects that SFAS 141(R) will have on the consolidated financial statements.

Accounting for Noncontrolling Interests: In December 2007, the FASB issued SFAS 160, Noncontrolling Interests in Consolidated
Financial Statement. SFAS 160 establishes new accounting and reporting standards for noncontrolling interests in a subsidiary and for
the deconsolidation of a subsidiary. SFAS 160 will require entities to classify noncontrolling interests as a component of stockholders’
equity and will require subsequent changes in ownership interests in a subsidiary to be accounted for as an equity transaction.
Additionally, SFAS 160 will require entities to recognize a gain or loss upon the loss of control of a subsidiary and to remeasure any
ownership interest retained at fair value on that date. This statement also requires expanded disclosures that clearly identify and
distinguish between the interests of the parent and the interests of the noncontrolling owners. SFAS 160 is effective on a prospective basis
for fiscal years, and interim periods within those fiscal years, beginning on or after December 15, 2008, except for the presentation and
disclosure requirements, which are required to be applied retrospectively. Early adoption is not permitted.

At June 30, 2008, noncontrolling interests in subsidiaries totaled approximately $143 million and were included in accrued expenses and
other liabilities on the consolidated balance sheet. Management is currently evaluating the effects, if any, that SFAS 160 will have upon
adoption as this standard will affect the presentation and disclosure of noncontrolling interests in the consolidated financial statements.

Derivative Instrument and Hedging Activity Disclosures: In March 2008, the FASB issued SFAS 161, Disclosures about Derivative
Instruments and Hedging Activities. SFAS 161 amends and expands the disclosure requirements of SFAS 133, Accounting for Derivative
Instruments and Hedging Activities, to provide enhanced disclosures about (a) how and why an entity uses derivative instruments, (b) how
derivative instruments and related hedged items are accounted for under SFAS 133 and its related interpretations, and (c) how derivative
instruments and related hedged items affect an entity’s financial position, results of operations, and cash flows. In order to meet these
expanded disclosure objectives, SFAS 161 will require entities to disclose the objectives and strategies for using derivatives, information
about the volume of derivative activity, fair value amounts of and gains and losses on derivative instruments in tabular format, and credit-
risk contingent features in derivative agreements. SFAS 161 is effective for financial statements issued for fiscal years and interim
periods beginning after November 15, 2008. Early application is permitted. Management is currently evaluating the effects that SFAS
161 will have on its disclosure of derivatives and hedging activities in the consolidated financial statements.

Determining Whether Instruments Granted in Share-Based Payment Transactions Are Participating Securities: In June 2008, the
FASB issued FSP No. EITF 03-6-1 (FSP 03-6-1), Determining Whether Instruments Granted in Share-Based Payment Transactions Are
Participating Securities. The FASB concluded in FSP 03-6-1 that unvested share-based payment awards that contain nonforfeitable rights
to dividends or dividend equivalents (whether paid or unpaid) are participating securities and shall be included in the computation of
earnings per share pursuant to the two-class method. The definition of a participating security and the computation of earnings per share
under the two-class method are defined in SFAS 128, Earnings Per Share, as clarified by EITF 03-6, Participating Securities and the
Two-Class Method Under FASB Statement No. 128. A participating security is a security issued by an entity that may participate in
dividends with common shareholders based upon a predetermined formula. The two-class method is an earnings allocation formula that
determines earnings per share for each class of an entity’s common stock and participating security according to dividends declared and
participation rights in undistributed earnings. As a result of the final consensus reached in this FSP, the Corporation’s unvested restricted
share awards will be considered participating securities and will be required to be included in the computation of earnings per share using
the two-class method. FSP 03-6-1 is effective for annual and interim financial statements issued after December 15, 2008. All prior period
earnings per share amounts presented throughout an entity’s financial statements are required to be adjusted retrospectively. Management
is currently evaluating the effects the adoption of FSP 03-6-1 will have on the financial statement presentation of earnings per share.
Adoption of this FSP is not expected to have a material impact on financial condition, results of operations, or liquidity.

Accounting for Convertible Debt Instruments That May Be Settled in Cash Upon Conversion: In May 2008, the FASB issued FSP
APB 14-1, Accounting for Convertible Debt Instruments That May Be Settled in Cash Upon Conversion (Including Partial Cash
Settlement). FSP APB 14-1 requires issuers of certain convertible debt instruments that may be partially settled in cash on conversion to
separately account for the liability (debt) and equity (conversion option) components of the instrument in a manner that reflects the
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issuer’s nonconvertible debt borrowing rate. This FSP provides initial recognition, subsequent measurement, and derecognition guidance
and also requires additional disclosures for convertible instruments that are within its scope.

Pursuant to this FSP, the proceeds from an instrument’s issuance must be allocated between the liability and equity component in a
manner that reflects interest cost at the interest rate of similar nonconvertible debt. In order to allocate proceeds in this manner, issuers are
required to determine the carrying amount of the liability component based upon the fair value of a similar liability exclusive of the
embedded conversion option. The difference between the proceeds and the fair value of the liability represents the value ascribed to the
embedded conversion option which is required to be recognized in equity. The difference between the principal amount of the debt and
the amount of proceeds allocated to the liability component should be recorded as a debt discount and subsequently amortized as interest
cost aver the instrument’s expected life using the interest method.

FSP ABP 14-1 is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2008 and shall be
applied retrospectively to all periods presented. The Corporation will be required to adopt this FSP in accounting for its convertible
senior notes issued in January 2008. Upon adoption of this FSP in 2009, the effective interest rate on the convertible senior notes will
increase to 6.4% which will increase annual interest costs by $29 million. Had this FSP been applied in 2008, the after-tax net loss
reported for the second quarter and the first half of 2008 would have increased by $5 million and $8 million, respectively. The adoption of
this FSP will not have any impact on financial condition or liquidity.

Determining Whether an Instrument (or an Embedded Feature) Is Indexed to an Entity’s Own Stock: In June 2008, the FASB
ratified the consensus reached in EITF Issue No. 07-5 (EITF 07-5), Determining Whether an Instrument (or an Embedded Feature) Is
Indexed to an Entity’s Own Stock. This Issue nullifies existing accounting guidance in EITF Issue No. 01-6, The Meaning of Indexed to a
Company’s Own Stock, on how an entity should evaluate whether a freestanding financial instrument or embedded feature is indexed to
its own stock. EITF 07-5 requires entities to use a two-step approach for purposes of evaluating whether an equity-linked financial
instrument or embedded feature is indexed to its own stock.

Under Step 1, an instrument’s contingent exercise provisions are required to be evaluated. An exercise contingency would not preclude an
instrument from being considered indexed to an entity’s own stock provided that it is not based on (a) an observable market, other than
the market for the issuer’s stock, or (b) an observable index, other than an index calculated or measured solely by reference to the issuer’s
own operations. If the evaluation in Step 1 would not preclude an instrument from being considered indexed to the entity’s own stock,
then a Step 2 analysis is required to be performed. Under Step 2, the instrument’s settlement provisions are required to be evaluated. For
an instrument to be considered to be indexed to an entity’s own stock, the settlement amount must equal the difference between the fair
value of a fixed number of the entity’s equity shares and a fixed monetary amount or a fixed debt instrument issued by the entity.

EITF 07-5 is effective for financial statements issued for fiscal years beginning after December 15, 2008 and interim periods within those
fiscal years. A cumulative effect of a change in accounting principle shall be recognized in retained earnings for the effect on instruments
outstanding at the adoption date. The Corporation has financial instruments with contingent exercise provisions and/or settlement features
which will require evaluation under this EITF. Management is currently evaluating the effects, if any, the adoption of EITF 07-5 will
have on its financial condition and results of operations. The adoption of this EITF will not affect cash flows or liquidity.

3. Acquisitions

On January 5, 2007, the Corporation completed its acquisition of Fidelity Bankshares, Inc. (Fidelity), a banking company operating 52
branches along Florida’s southeast coast through its subsidiary Fidelity Federal Bank & Trust. Under the terms of the agreement, Fidelity
shareholders elected to receive either $39.50 in cash or 1.0977 shares of National City common stock for each share of Fidelity stock
outstanding. Shareholder elections were subject to an allocation process that resulted in 50% of Fidelity’s outstanding shares being
exchanged for cash and 50% exchanged for National City common stock, resulting in the issuance of approximately 14 million shares of
National City common stock and a cash payment of $506 million. The common shares were valued at $36.16 per share, representing the
average of closing market prices for two days prior and subsequent to the date the merger was announced. The total cost of the transaction
was $1.0 billion, including $20 million related to stock options settled in cash.

On September 1, 2007, the Corporation completed its acquisition of MAF Bancorp, Inc. (MAF), a banking company operating 82
branches throughout Chicago and Milwaukee and surrounding areas. Under the terms of the agreement, each share of MAF common
stock was exchanged for 1.9939 shares of National City common stock. Approximately 67 million shares of National City common stock
were issued in conjunction with this transaction. The common shares issued were valued at $27.16 per share, representing the average of
closing market prices for two days prior and subsequent to the date the exchange ratio was finalized. The total cost of the transaction was
$1.8 billion, and included $35 million for the fair value of stock options exchanged.

Assets and liabilities of acquired entities are recorded at estimated fair values as of respective acquisition dates, and the results of acquired

entity operations are included in income from those dates. The fair values of acquired assets and liabilities, including identifiable
intangible assets, are finalized as quickly as possible following an acquisition. The purchase price allocation for Fidelity was completed in
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2007. The MAF purchase price allocation is substantially complete; however, valuations may be subject to revision as additional
information becomes available. Purchase accounting adjustments determinable within 12 months of acquisition date result in adjustments
to goodwill.

The following table shows the excess purchase price over carrying value of net assets acquired, purchase price allocation and resulting
goodwill for MAF:

(In Millions)
Purchase price $1,845
Carrying value of net assets acquired 699
Excess of purchase price over carrying value of net assets acquired 1,146
Purchase accounting adjustments:
Securities —
Portfolio loans and loans held for sale (10)
Premises and equipment 2
Mortgage servicing rights a7
Other assets 22
Deposits (5)
Borrowings ?3)
Severance and exit costs 41
Other liabilities 12
Deferred taxes 45
Subtotal 1,229
Core deposit intangibles 154
Other identifiable intangible assets 1
Goodwill $1,074

The following table summarizes the estimated fair value of MAF’s net assets acquired:

(In Millions)
Assets
Cash and cash equivalents $ 142
Federal funds sold 108
Securities 1,822
Loans, net of allowance for loan losses 7,075
Premises and other equipment 168
Goodwill and other intangibles 1,229
Mortgage servicing rights 36
Other assets 336
Total Assets 10,916
Liabilities
Deposits 7,351
Borrowings 1,471
Other liabilities 249
Total Liabilities 9,071
Fair value of net assets acquired $1,845

4. Restructuring Charges

Restructuring programs consist of acquisition integration related activities as well as other strategic initiatives. During the three month
periods ended June 30, 2008 and June 30, 2007, the Corporation recorded severance and other employee-related expense of $5 million
and $3 million, respectively. Similar expenses for the six-month periods ended June 30, 2008 and June 30, 2007 totaled $16 million and
$11 million, respectively. The severance charges during the second quarter of 2008 were primarily related to staffing reductions in the
mortgage business and in corporate support units. The severance charges during the second quarter of 2007 were primarily related to
acquisition, divestitures and other business activities.

Acquisition integration plans were formulated prior to the completion of each acquisition. Costs incurred for acquisition-related employee
terminations consist of severance, retention, and outplacement benefits. Severance and outplacement benefit costs were recognized in the
allocation of the purchase price to acquired assets and liabilities. Retention benefits were recorded to salaries expense over the required
service period. Costs relating to the exit of certain acquired businesses, facility leases, and other contract termination costs were also
recognized in the allocation of the purchase price to acquired assets and liabilities. The activity shown in the table below includes
severance and restructuring costs associated with the MAF Bancorp acquisition which was completed on September 1, 2007.
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Payments will continue to be made for acquisition-related integration costs through April 2010 for severance benefits and through January
2013 for lease obligations related to vacated facilities.

Severance and other employee-related costs associated with other strategic initiatives and incurred in the normal course of business are
recorded in salaries, benefits and other personnel costs in the income statement. These payments are scheduled to occur through March
2010. Other restructuring costs, which consist primarily of consulting and lease exit costs unrelated to acquisitions, are recorded in third-
party services and other noninterest expense, respectively, and are scheduled to occur through December 2010.

Activity in the severance and restructuring liability for the three- and six-month periods ended June 30, 2008 and 2007 is presented in the
following table. Historically, the majority of severance and other termination expenses have been recorded as unallocated corporate
charges within the Parent and Other segment. However, in 2008 severance and other employee-related costs directly associated with
staffing reductions in mortgage operations of $3 million and $10 million the three- and six- month periods ended June 30, 2008,
respectively, were recorded within the Mortgage Banking segment.

Three Months Ended
June 30, 2008

(In Millions) Acquisitions Other Total
Beginning balance $28 $60 $88
Severance and other employee related costs:
Charged to expense 1 4 5
Recognized in purchase price allocation — — —
Payments €)) (28) (31)
Exit costs, contract terminations and other:
Charged to expense — 4 4
Recognized in purchase price allocation — — —
Payments 4 4) (8)
Ending balance $22 $36 $58

Three Months Ended
June 30, 2007

(In Millions) Acquisitions Other Total

Beginning balance $52 $25 $77
Severance and other employee related costs:

Charged to expense — 3 3

Recognized in purchase price allocation 2 — )

Payments (14) (6) (20)
Exit costs, contract terminations and other:

Charged to expense — 1 1

Payments (6) @) )
Ending balance $30 $22 $52

Six Months Ended
June 30, 2008

(In Millions) Acquisitions Other Total
Beginning balance $ 52 $81 $133
Severance and other employee related costs:
Charged to expense 1 15 16
Recognized in purchase price allocation 3 — 3
Payments 27) (61) (88)
Exit costs, contract terminations and other:
Charged to expense — 9 9
Recognized in purchase price allocation — — —
Payments (7 (8) (15)
Ending balance $ 22 $ 36 $ 58
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Six Months Ended
June 30, 2007

(In Millions) Acquisitions Other Total
Beginning balance $ 41 $ 32 $ 73
Severance and other employee related costs:
Charged to expense 2 9 11
Recognized in purchase price allocation 15 — 15
Payments (27) (19) (46)
Exit costs, contract terminations and other:
Charged to expense — 1 1
Recognized in purchase price allocation 8 — 8
Payments 9) 1) (10)
Ending balance $ 30 $ 22 $ 52

5. Securitization Activity

The Corporation has securitized pools of credit card, mortgage, automobile, and Small Business Administration (SBA) loans. Recent
securitization activities are described below.

Credit Card: In the second quarter 2008, the Corporation securitized $374 million of credit card receivables consisting of three pools
(Series 2008-1, 2008-2, 2008-3). A pretax gain of approximately $12 million was recognized on this transaction within loan sale revenue.
Transaction costs of approximately $2 million were capitalized and are being amortized over the revolving periods of these
securitizations.

Retained interests of $70 million were recognized at the sale date. Retained interests for each series included the Class B and C tranches
in addition to a seller’s interest in the loans, accrued interest, and interest-only strips. The initial carrying values were determined by
allocating the carrying value among the assets sold and retained based on their relative fair values at the date of sale. The fair values of
the interest-only strips were estimated by discounting the projected future cash flows of the securities. Key assumptions utilized in
determining the initial value of the interest-only strips follow:

2008-1 2008-2 2008-3
Weighted-average life (in months) 3.23 3.23 3.23
Variable annual coupon rate to investors 4.41% 5.00% 4.65%
Monthly principal repayment rate 18.15 18.15 18.15
Expected annual credit losses 4.58 4.58 4,58
Annual discount rate 15.00 15.00 15.00
Yield 12.88 12.88 12.88

In the first quarter of 2007, the Corporation securitized a $425 million pool of credit card receivables (Series 2007-1) following the
maturity of its Series 2002-1 securitization. A pretax gain of approximately $2 million was recognized on this transaction within loan sale
revenue. Transaction costs were capitalized and are amortized over the revolving period of four years.

Retained interests of $31 million were recognized at the date of sale. Retained interests associated with the above transactions included a
seller’s interest in the loans, accrued interest, and an interest-only strip. The initial carrying values of these retained interests were
determined by allocating the carrying value among the assets sold and retained based on their relative fair values at their respective dates
of sale. The fair value of the interest-only strips was estimated by discounting the projected future cash flows of these securities. Key
assumptions utilized in determining the initial value of the interest-only strip follow:

Weighted-average life (in months) 3.1
Variable annual coupon rate to investors 5.39%
Monthly principal repayment rate 19.19
Expected annual credit losses 4.04
Annual discount rate 15.00
Yield 13.13

For both of the above transactions, the Corporation retained the right to service these loans. Servicing fees to be received approximated
the current market rate for servicing fees; therefore, no servicing asset or liability was recognized.
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Mortgages: In the first quarter of 2008, the Corporation securitized $390 million of jumbo mortgages (Series 2008-1) consisting of a mix
of adjustable-rate and fixed-rate 30 year mortgages. A pretax loss of less than $1 million was recorded on this transaction within loan sale
revenue. Transaction costs of $2 million were included as a component of the loss on sale. Retained interests in the securitized loans
recognized upon sale consisted of a subordinated interest in the securitized loans. Retained interests were valued at the date of sale by
allocating the previous carrying amount between assets sold and the retained interest based on their relative fair values at the date of sale.
The initial carrying value of the subordinated retained interest was $13 million. The Corporation also retained the right to service these
loans, and a servicing asset of $3 million was recognized at the date of sale. Key assumptions utilized in determining the initial value of
the servicing asset follow:

Weighted-average life (in months) 4.3
Monthly prepayment speed (ABS) 22.61%
Annual discount rate 6.80
Weighted average coupon 6.64

Automobile: In 2008, the Corporation will have the option to exercise an early clean-up call on its Series 2004-A securitization of
automobile loans.

Securitized and Managed Loans:

A summary of the components of managed loans, representing both owned and securitized loans, along with quantitative information
about delinquencies and net credit losses follows:

Three Months Ended Six Months Ended
As of June 30, 2008 June 30, 2008 June 30, 2008
Loans Past
Principal Due 30 Days Average Net Credit Average Net Credit

(In Millions) Balance or More Balances Losses Balances Losses
Type of loan:

Credit Card $3,400.7 $132.7 $3,296.9 $48.6 $3,260.7 $ 95.3

Mortgages 1,350.1 115.0 1,358.4 1.0 1,361.3 1.7

Automobile 485.5 15.3 545.6 1.0 616.7 34

SBA 135.0 14.2 140.9 — 148.0 —

Total loans managed or securitized 5,371.3 277.2 5,341.8 50.6 5,386.7 100.4

Less loans securitized:

Credit Card 1,824.4 60.0 1,589.9 19.0 1,519.9 37.0

Mortgages 343.3 1.6 356.6 — 2725 —

Automobile 437.0 12.8 492.2 1.3 556.5 3.7

SBA 135.0 14.2 140.9 — 148.0 —
Less loans held for securitization:

Credit Card — — 244.1 — 198.5 —

Mortgages 187.5 — 208.6 — 291.2 —

Loans held in portfolio $2,444.1 $188.6 $2,309.5 $30.3 $2,400.1 $59.7

Three Months Ended Six Months Ended
As of June 30, 2007 June 30, 2007 June 30, 2007
Loans Past Average
Principal Due 30 Days Balances Net Credit Average Net Credit

(In Millions) Balance or More Losses Balances Losses
Type of loan:

Credit Card $2,724.7 $95.7 $2,692.9 $26.4 $2,658.0 $57.5

Automobile 1,130.8 23.9 1,245.6 2.3 1,369.1 5.7

SBA 207.3 84.9 216.1 — 222.7 —

Total loans managed or securitized 4,062.8 204.5 4,154.6 28.7 4,249.8 63.2

Less loans securitized:

Credit Card 1,450.0 45.7 1,450.0 14.5 1,266.9 25.3

Automobile 1,013.5 18.0 1,111.1 25 1,218.3 6.1

SBA 207.3 84.9 216.1 — 222.7 —
Less loans held for securitization:

Credit Card — — — — 183.1 —

Loans held in portfolio $1,392.0 $55.9 $1,377.4 $11.7 $1,358.8 $31.8
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Certain cash flows received from the securitization trusts follow:

Three Months Ended
June 30, 2008

Six Months Ended
June 30, 2008

Credit

(In Millions) Card

Automobile

Jumbo
Mortgage

Credit

SBA Card

Jumbo

Automobile Mortgage

SBA

Proceeds from new
securitizations

Proceeds from collections
reinvested in previous
securitizations 884.6
Servicing fees received 7.9

Other cash flows received
on interests that
continue to be held

Proceeds from sales of
previously charged-off
accounts v

Purchases of delinquent or
foreclosed assets —

$374.4

29.5

$—

$— $— $ 374.4

1,677.1
15.2

N
|

55.1

$— $373.9

29

w

1.5 11

$—

(In Millions)

Three Months Ended
June 30, 2007

Six Months Ended

June 30, 2007

Credit

Card Automobile SBA

Credit
Card

Automobile

SBA

Proceeds from new securitizations

Proceeds from collections reinvested in

previous securitizations

Servicing fees received

Other cash flows received on
interests that continue to be held

Proceeds from sales of previously
charged-off accounts

Purchases of delinquent or foreclosed assets

$ —

$ — $—

832.3 — —
7.3 2.8 —

21.3 1.4 .6

15 — —

$ 425.0 $ —

1,419.5 —
12.6 6.2

37.0 3.1

21 —

$—

The Corporation holds certain interests in securitized credit card, mortgage and automobile loans consisting of interest-only strips and
servicing assets. The table below presents the weighted-average assumptions used to measure the fair values of these retained interests as
of June 30, 2008. The sensitivity of these fair values to immediate 10% and 20% adverse changes in key assumptions is also shown.
These sensitivities are hypothetical. Changes in fair value based on a 10% variation in assumptions generally cannot be extrapolated
because the relationship of the change in the assumption to the change in fair value may not be linear. Also, the effect of a variation in a
particular assumption on the fair value of the retained interests is calculated without changing any other assumption; in reality, changes in
one factor may result in changes in another (for example, increases in market interest rates may result in lower prepayments and increased
credit losses), which might magnify or counteract the sensitivities.

Weighted- Variable Monthly  Expected
Average Annual Principal ~ Annual Annual
Fair Life Coupon Rateto Repayment Credit Discount
(Dollars in Millions) Value (in months) Investors Rate Losses Rate Yield
Credit Card Loans
Interest-only strips $14.6 3.3 3.02% 18.03% 4.65%  15.00% 12.78%
Decline in fair value of 10% adverse change $1.1 $1.0 $2.1 $— $5.7
Decline in fair value of 20% adverse change 2.2 1.7 4.5 — 10.9
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Weighted- Monthly Expected
Average Prepayment Cumulative Annual  Weighted-
Fair Life Speed Credit Discount  Average
(Dollars in Millions) Value (in months) (% ABS)® Losses Rate Coupon
Automobile Loans
Interest-only strip $15.9 1.26% 1.56% 12.00%  7.03%
Decline in fair value of 10% adverse change $0.1 $0.7 $0.1 $1.3
Decline in fair value of 20% adverse change — 15 0.1 2.5
Servicing asset $1.5 1.26% 1.56% 10.10%  7.03%
Decline in fair value of 10% adverse change $0.1 $— $— $—
Decline in fair value of 20% adverse change 0.2 — — —
Weighted- Monthly
Average Prepayment Weighted-
Fair Life Speed®© Annual Average
(Dollars in Millions) Value (in months) (% ABS) Discount Rate® Coupon
Mortgages
Servicing asset $4.7 7.8 12.41% 7.75% 6.63%
Decline in fair value of 10% adverse change $0.1 $0.1 $1.2
Decline in fair value of 20% adverse change 0.2 0.2 2.1

(a) Absolute prepayment speed.
(b) Spread over the forward interest rate swap rates.
(c) Includes credit losses

6. Leases

National City leases commercial equipment and automobiles to customers. The leases are classified as either lease financings or operating
leases based on the terms of the lease arrangement. When a lease is classified as a lease financing, the future lease payments, net of
unearned income and the estimated residual value of the leased property at the end of the lease term, are recorded as an asset within the
loan portfolio. The amortization of the unearned income is recorded as interest income. When a lease is classified as an operating lease,
the cost of the leased property, net of depreciation, is recorded as property and equipment on the Consolidated Balance Sheet. Rental
income is recorded in leasing revenue within noninterest income while the depreciation on the leased property is recorded in equipment
costs within noninterest expense. At the expiration of a lease, the leased property is either sold or a new lease agreement is initiated.

Lease Financings: Lease financings, included in portfolio loans on the Consolidated Balance Sheet, consist of direct financing and
leveraged leases of commercial and other equipment, primarily computers and office equipment, manufacturing and mining equipment,
commercial trucks and trailers, medical, construction, service-related equipment, along with retail automobile lease financings.
Commercial equipment lease financings are included in commercial leases, while automobile lease financings are included in other
consumer loans. The Corporation no longer originates automobile leases; accordingly, this portfolio has run off over time as the leases
expire and the automobiles are sold.

A summary of lease financings by type follows:

June 30 December 31 June 30
(In Millions) 2008 2007 2007
Commercial
Direct financings $4,096 $4,280 $4,177
Leveraged leases 150 157 158
Total commercial lease financings 4,246 4,437 4,335
Consumer
Retail automobile lease financings 84 142 223
Total net investment in lease financings $4,330 $4,579 $4,558
The components of the net investment in lease financings by type follow:
June 30 December 31 June 30
(In Millions) 2008 2007 2007
Commercial
Lease payments receivable $4,492 $4,711 $4,585
Estimated residual value of leased assets 396 393 378
Gross investment in commercial lease financings 4,888 5,104 4,963
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Unearned income (642) (667) (628)

Total net investment in commercial lease financings $4,246 $4,437 $4,335
Consumer
Lease payments receivable $ 17 $ 39 $ 71
Estimated residual value of leased assets 69 109 163
Gross investment in consumer lease financings 86 148 234
Unearned income (2) (6) (1)
Total net investment in consumer lease financings $ 84 $ 142 $ 223

A rollforward of the residual value component of lease financings by type follows:

Three Months Ended Six Months Ended
June 30 June 30
(In Millions) 2008 2007 2008 2007
Commercial
Beginning balance $396 $388 $393 $409
Additions 21 28 43 59
Runoff (21) (38) (39) (90)
Write-downs — — Q) —
Ending balance $396 $378 $396 $378
Consumer
Beginning balance $87 $187 $109 $202
Runoff (18) (24) (40) (39)
Ending balance $69 $163 $ 69 $163

Equipment Leased to Others: Equipment leased to others represents equipment owned by National City that is leased to customers
under operating leases. Commercial equipment includes aircraft, commercial trucks and trailers, manufacturing, service-related
equipment, medical, and office equipment leased to commercial customers while consumer equipment consists of automobiles leased to
retail customers. The totals below also include the carrying value of any equipment previously leased to customers under either operating
or financing leases that are in the process of being either renewed or sold. Equipment leased to others is presented with property and
equipment on the balance sheet.

A summary of the net carrying value of equipment leased to others by type follows:

June 30 December 31 June 30
(In Millions) 2008 2007 2007
Commercial
Cost $562 $543 $568
Accumulated depreciation (203) (188) (171)
Net carrying value of commercial leased equipment 359 355 397
Consumer
Cost 10 46 89
Accumulated depreciation (4) (26) (39)
Net carrying value of consumer leased equipment 6 20 50
Total net carrying value of equipment leased to others $365 $375 $447

7. Loans, Allowance for Loan Losses and Allowance for Losses on Lending-Related Commitments

Total portfolio loans outstanding are recorded net of unearned income, unamortized premiums and discounts, deferred loan fees and costs,
and fair value adjustments of $700 million, $777 million, and $520 million at June 30, 2008, December 31, 2007, and June 30, 2007,
respectively. Effective January 1, 2008, the Corporation elected the fair value option for residential and commercial real estate loans held
for sale. Prior to this date, all loans held for sale were recorded at the lower of cost or fair value, on an aggregate basis by loan type unless
in a SFAS 133 hedging relationship.

The Corporation has the option to repurchase certain delinquent loans that were sold in prior periods. The Corporation has recognized

these loans in both portfolio loans and loans held for sale on its balance sheet as assets, and related repurchase obligation has been
recognized within other borrowed funds. Detail follows:

27



June 30 December 31 June 30
(In Millions) 2008 2007 2007
Residential real estate portfolio loans $341 $334 $254
Commercial real estate loans held for sale 34 3 7
Total $375 $337 $261

Activity in the allowance for loan losses follows:

Three Months Ended Six Months Ended

June 30 June 30

(In Millions) 2008 2007 2008 2007

Balance at beginning of period $2,582 $1,104 $1,762 $1,131
Provision for loan losses 1,592 145 2,985 267
Charge-offs 793 154 1,377 336
Recoveries 53 56 99 91

Net charge-offs 740 98 1,278 245
Other® — (15) (35) 17
Balance at end of period $3,434 $1,136 $3,434 $1,136

(@) Includes the allowance for loan losses associated with acquisitions, portfolio loans transferred to held for sale, and reinsurance

claims paid to third parties.

Activity in the allowance for losses on lending-related commitments follows:

Three Months Ended Six Months Ended

June 30 June 30
(In Millions) 2008 2007 2008 2007
Balance at beginning of period $67 $63 $65 $78
Net provision (benefit) for credit losses on
lending-related commitments 8 (2 10 17
Balance at end of period $75 $61 $75 $61

Nonperforming loans totaled $2.6 billion, $1.1 billion, and $562 million as of June 30, 2008, December 31, 2007, and June 30, 2007,
respectively. For loans classified as nonperforming at June 30, 2008, the contractual interest due and actual interest recognized on those
loans during the six months ended June 30, 2008 was $146 million and $23 million, respectively.

Impaired loans, as defined under SFAS 114, are included in nonperforming loans. Average impaired loans for the first six months of 2008
and 2007, totaled $491 million and $177 million, respectively. During the first six months of 2008 and 2007, interest recognized on
impaired loans while they were considered impaired was not material. The majority of the loans deemed impaired were evaluated using
the fair value of the collateral as the measurement method. The following table presents details on the allowance for loan losses related to
impaired loans.

June 30 December 31 June 30
(In Millions) 2008 2007 2007
Impaired loans with an associated allowance $391 $208 $104
Impaired loans without an associated allowance 319 126 57
Total impaired loans $710 $334 $161
Allowance for loan losses allocated to impaired loans $100 $ 48 $ 29

8. Securities Available for Sale and Held to Maturity

Available for sale securities by security type follow:

Amortized Unrealized Unrealized Fair
(In Millions) Cost Gains Losses Value
June 30, 2008
U.S. Treasury $1,055 $ 51 $ — $1,106
Federal agency 154 5 — 159
Mortgage-backed securities 7,644 43 216 7,471
Asset-backed and corporate debt securities 155 — 6 149
States and political subdivisions 286 3 1 288
Other 229 11 9 231
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Total securities $9,523 $113 $232 $9,404

December 31, 2007

U.S. Treasury $1,056 $ 43 $ — $1,099
Federal agency 262 5 — 267
Mortgage-backed securities 6,610 38 64 6,584
Asset-backed and corporate debt securities 204 — 13 191
States and political subdivisions 382 4 — 386
Other 194 12 2 204
Total securities $8,708 $102 $ 79 $8,731
June 30, 2007
U.S. Treasury $1,065 $ 1 $ 28 $1,038
Federal agency 228 2 2 228
Mortgage-backed securities 5,101 5 111 4,995
Asset-backed and corporate debt securities 130 1 — 131
States and political subdivisions 415 4 1 418
Other 199 15 — 214
Total securities $7,138 $ 28 $142 $7,024
Other securities included retained interests from securitizations as well as equity securities.
The following table presents the age of gross unrealized losses and associated fair value by investment category.
June 30, 2008
Less Than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
(In Millions) Value Losses Value Losses Value Losses
U.S. Treasury $ — $— $ — $— $ — $—
Federal agency — — — — — —
Mortgage-backed securities 3,635 132 923 84 4,558 216
Asset-backed securities 126 5 6 1 132 6
States and political subdivisions 51 1 — — 51 1
Other 90 9 — — 90 9
Total $3,902 $147 $929 $85 $4,831 $232

See the Financial Condition section of Management’s Discussion and Analysis for management’s assessment of available for sale
securities for other-than-temporary impairment.

At June 30, 2008, the fair value of securities pledged to secure public and trust deposits, U.S. Treasury notes, security repurchase
agreements, FHLB borrowings, and derivative instruments totaled $7 billion. At June 30, 2008, there were no securities of a single issuer,
other than U.S. Treasury and Federal agency debentures and other U.S. government-sponsored agency securities, which exceeded 10% of
stockholders’ equity.

For the six months ended June 30, 2008 and 2007, gross gains on available-for-sale securities were $20 million and $31 million,
respectively, while gross losses on available-for-sale securities were $46 million and $5 million, respectively. Included with the gross
losses recognized in the first six months of 2008 were $27 million of other-than-temporary impairment losses. Proceeds from sales of
available-for-sale securities were $111 million and $1.5 billion for the six months ended June 30, 2008 and 2007, respectively.

Held to maturity securities had an amortized cost of $4 million and $6 million at June 30, 2008 and December 31, 2007, respectively, and
a fair value of approximately $4 million and $6 million at June 30, 2008 and December 31, 2007, respectively. No securities were
classified as held to maturity at June 30, 2007.

9. Trading Assets and Liabilities

Securities and loans are classified as trading when they are purchased with the expectation that they will be sold within a short period of
time, typically for the purpose of making short-term profits. Certain securities used to manage risk related to mortgage servicing assets are
also classified as trading. Derivative instruments are classified as trading when entered into to take proprietary risk positions or to provide
risk management services to customers. All trading instruments are carried at fair value. Further detail on fair value measurements is
included in Note 23. A large portion of the trading securities portfolio represented principal-only mortgage-backed securities used to
economically hedge mortgage servicing assets. These securities comprised 65%, 76%, and 34% of total trading securities as of June 30,
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2008, December 31, 2007, and June 30, 2007, respectively. As of June 30, 2008, 17% of the trading securities portfolio represented
variable rate demand obligations (VRDOSs) issued by municipal and corporate issuers which were underwritten by the Corporation and
were purchased from the original investor and are in the process of being remarketed to other third-party investors. Further discussion
regarding VRDOs is included in Note 19. Other trading securities held include U.S. government agency and agency mortgage- backed
securities, U.S. Treasury securities, and other corporate and municipal obligations and equity securities. Trading loans primarily include
syndicated commercial loans traded within the secondary market for these types of loans. Trading securities and loans are classified
within trading assets on the balance sheet.

Trading derivative instruments principally represent interest-rate swap and option contracts and foreign currency futures and forwards
contracts entered into to meet the risk management needs of commercial banking customers. The fair values of trading derivatives in the
table below are presented on a gross basis and do not include the effects of master netting agreements. The fair values of trading
derivatives are included in other assets and other liabilities on the balance sheet. Further detail on derivative instruments is included in
Note 22.

Trading liabilities also include securities sold short, which are obligations to purchase securities that have already been sold to other third
parties. Liabilities for securities sold short are classified with borrowed funds on the balance sheet.

The following table presents the fair values of trading assets and liabilities:

June 30 December 31 June 30

(In Millions) 2008 2007 2007
Trading assets:

Securities $ 792 $ 804 $356

Loans 10 178 165

Derivative instruments 247 235 115
Total trading assets $1,049 $1,217 $636
Trading liabilities:

Securities sold short $ 9 $ 8 $ 33

Derivative instruments 217 202 90
Total trading liabilities $ 226 $ 210 $123

Trading income (loss) includes both net interest income from trading securities, loans, and securities sold short, and gains and losses from
changes in the fair value of trading instruments. Gains and losses on trading instruments are included either within loan servicing revenue,
brokerage revenue, or other income on the income statement. Total income (loss) from trading activities was as follows:

Three Months Ended

Six Months Ended

June 30 June 30

(In Millions) 2008 2007 2008 2007
Net interest income $13 $ 7 $28 $13
Gains (losses) in noninterest income:

Securities and securities sold short 2 (13) (60) (14)

Loans 1 — (2 —

Derivative instruments 23 — 7 9
Subtotal 26 (13) (55) (5)
Total net trading (loss) income $39 $ (6) $(27) $ 8

10. Goodwill and Other Intangible Assets

The carrying value of goodwill was $4.3 billion, $5.4 billion, and $4.5 billion at June 30, 2008, December 31, 2007, and June 30, 2007,
respectively. The Corporation performs its annual goodwill impairment test in the fourth quarter of the year. During the second quarter
of 2008, an interim impairment test was performed as a result of the decline in the Corporation’s market capitalization. The fair value of
each business unit was estimated using a variety of methods, including valuations of comparable companies, where available, and
discounted cash flow models based on the long-term strategic forecast of the business unit. As a result of this interim impairment test, a
goodwill impairment loss of $1.1 billion was recognized in the Commercial Banking — Regional line of business. The impairment loss
represented the excess of the carrying amount of the goodwill over its estimated fair value. As shown in the table below, the Commercial
Banking — Regional business had $994 million of goodwill remaining at June 30, 2008.
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A rollforward of goodwill by line of business for the six months ended June 30, 2008 follows:

January 1 Goodwill Impairment June 30
(In Millions) 2008 Adjustments® Losses 2008
Retail Banking $2,728 $— $ — $2,728
Commercial Banking — Regional 2,081 (7 (1,080) 994
Commercial Banking — National 349 1 — 350
Mortgage Banking — — — —
Asset Management 266 1 — 267
Parent and Other — — — —
Total $5,424 $(5) $(1,080) $4,339

(a) Represents goodwill associated with acquisitions, purchase accounting adjustments as well as the realignment of goodwill among segments.

Finite-lived intangible assets capitalized on the balance sheet include core deposit, credit card and other intangibles. A summary of these
intangible assets follows:

June 30 December 31 June 30
(In Millions) 2008 2007 2007
Core deposit intangibles
Gross carrying amount $475 $475 $322
Less: accumulated amortization 181 144 109
Net carrying amount 294 331 213

Credit card intangibles
Gross carrying amount

6 6 6
Less: accumulated amortization 4 4 3
Net carrying amount 2 2 3

Other intangibles

Gross carrying amount 46 79 73

Less: accumulated amortization 25 56 47

Net carrying amount 21 23 26
Total finite-lived intangibles

Gross carrying amount 527 560 401

Less: accumulated amortization 210 204 159

Net carrying amount $317 $356 $242

Amortization expense on finite-lived intangible assets totaled $20 million and $19 million for the three months ended June 30, 2008 and
2007, respectively. Amortization expense on finite-lived intangible assets totaled $40 million and $36 million for the six months ended
June 30, 2008 and 2007, respectively. Amortization expense on finite-lived intangible assets is expected to total $70 million, $58 million,
$48 million, $38 million, and $27 million for fiscal years 2009 through 2013, respectively.

11. Servicing Assets

The Corporation has obligations to service residential mortgage loans, commercial real estate loans, automobile loans, and other consumer
loans. Classes of servicing assets are identified based on loan type and the method of managing the risks associated with these assets. A
description of the various classes of servicing assets follows.

Residential Mortgage Servicing Rights: The Corporation recognizes mortgage servicing right (MSR) assets on residential real estate
loans when it retains the obligation to service these loans upon sale or securitization and the servicing fee is more than adequate
compensation. MSRs are subject to declines in value principally from actual or expected prepayments of the underlying loans. The
Corporation manages this risk by hedging the fair value of MSRs with securities and derivative instruments which are expected to
increase in value when the value of MSRs declines.
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Changes in the carrying value of MSRs, accounted for at fair value, follow:

Three Months Ended June 30

(In Millions) 2008 2007
Balance at beginning of period $2,312 $2,090
Additions:

From loans sold with servicing retained 100 152
Changes in fair value due to:

Time decay and payoffs® (84) (89)

All other changes in valuation inputs or assumptions® 297 315
Fair value of MSRs at end of period $2,625 $2,468

Six Months Ended June 30

(In Millions) 2008 2007
Balance at beginning of period $2,526 $2,094
Additions:
From loans sold with servicing retained 212 282
From acquisitions — 7
Changes in fair value due to:
Time decay and payoffs® (194) (175)
All other changes in valuation inputs or assumptions® 81 260
Fair value of MSRs at end of period $2,625 $2,468
Unpaid principal balance of loans serviced for others $176,465 $167,357

(a) Represents decrease in MSR value due to passage of time, including the impact from both regularly scheduled loan principal
payments and loans that paid down or paid off during the period.
(b) Represents MSR value change resulting primarily from market-driven changes in interest rates.

The fair value of MSRs is estimated using a valuation model that calculates the present value of estimated future net servicing cash flows,
taking into consideration actual and expected mortgage loan prepayment rates, discount rates, servicing costs, and other economic factors,
which are determined based on current market conditions. Expected mortgage loan prepayment assumptions are estimated by an internal
proprietary model and consider empirical data drawn from the historical performance of the Corporation’s managed loan servicing
portfolio. The current mortgage interest rates influence the expected prepayment rate and therefore, the length of the cash flows associated
with the servicing asset, while the discount rate determines the present value of those cash flows. Future interest rates are another
significant factor in the valuation of MSRs. The MSR valuation model incorporates market implied forward interest rates to estimate the
future direction of mortgage and discount rates. The forward rates utilized are derived from the current yield curve for U.S. dollar interest
rate swaps and are consistent with pricing of capital markets instruments. Prior to May 2007, the MSR valuation model assumed that
interest rates remained constant over the life of the servicing asset cash flows.

On a quarterly basis, management obtains market value quotes from two independent brokers that reflect current conditions in the
secondary market and any recently executed servicing transactions. Management compares its MSR valuation to the quoted range of
market values to determine if its estimated fair value is reasonable in comparison to market participant valuations. If the estimated fair
value of the Corporation’s MSRs is outside the range, management re-evaluates its model inputs and assumptions to derive a fair value
which falls within the range of market observed values.

The key economic assumptions used in determining the fair value of MSRs capitalized during the three and six months ended June 30,
2008 and 2007 were as follows:

Three Months Ended Six Months Ended
June 30 June 30
2008 2007 2008 2007
Weighted-average life (in years) 8.9 6.4 8.2 5.9
Weighted-average constant prepayment rate (CPR) 7.20% 14.49% 9.31% 18.82%
Spread over forward interest rate swap rates © 7.36 5.70 6.29 5.70
Weighted-average discount rate ® — 9.96 — 10.14

(a) Spread for the months of May and June 2007. Utilized to discount the servicing cash flows.
(b) Represents the weighted-average discount rate through April 2007.

The key economic assumptions used in determining the fair value of MSRs as of June 30, 2008 and 2007 were as follows:
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2008 2007

Weighted-average life (in years) 7.0 6.2
Weighted-average CPR 10.18% 13.13%
Spread over forward interest rate swap rates 6.86 5.44

Commercial Real Estate Servicing Assets: Commercial real estate servicing assets are recognized upon selling commercial real estate
loans into the secondary market, while retaining the obligation to service those loans, or from purchasing or assuming the right to service
commercial real estate loans originated by others. These servicing assets are initially measured at fair value and subsequently accounted
for using the amortization method. Under this method, the assets are amortized in proportion to and over the period of estimated servicing
income and are evaluated for impairment on a quarterly basis. For purposes of the impairment analysis, management stratifies these
servicing assets by loan type as well as by the term of the underlying loans. When the carrying value exceeds the fair value and is believed
to be temporary, a valuation allowance is established by a charge to loan servicing revenue in the income statement. Other-than-temporary
impairment is recognized when the recoverability of the carrying value is determined to be remote. When this situation occurs, the
unrecoverable portion of the valuation allowance is applied as a direct write-down to the carrying value of the servicing asset. Unlike a
valuation allowance, a direct write-down permanently reduces the carrying value of the servicing asset and the valuation allowance,
precluding recognition of subsequent recoveries. There were no other-than-temporary impairments on commercial real estate servicing
assets recognized during the three or six months ended June 30, 2008 and 2007.

The fair value of commercial real estate servicing assets is estimated by using either a third-party opinion of value or an internal valuation
model. Both methods are based on calculating the present value of estimated future net servicing cash flows, taking into consideration
discount rates, prepayments, and servicing costs. The internal valuation model is validated at least annually by an independent third party.

Commercial real estate servicing assets are classified in other assets on the balance sheet. Changes in the carrying value of the commercial
real estate servicing assets and the associated valuation allowance follow:

Three Months Ended Six Months Ended
June 30 June 30
(In Millions) 2008 2007 2008 2007
Commercial real estate servicing assets
Balance at beginning of period $157 $149 $148 $147
Additions:
From loans sold with servicing retained 9 4 24 11
From purchases of servicing 1 — 2 2
Subtractions:

Amortization (6) (6) (13) (13)
Carrying value before valuation allowance at end of period 161 147 161 147
Valuation allowance

Balance at beginning of period (1) (1) Q) (1)
Impairment (charges) recoveries — — — —
Balance at end of period (1) (1) (1) (1)
Net carrying value of servicing assets at end of period $160 $146 $160 $146
Unpaid principal balance of commercial real estate loans serviced
for others $19,765 $16,862
Fair value of servicing assets:
Beginning of period $188 $186 $183 $189
End of period 205 198 205 198

The key economic assumptions used to estimate the fair value of these servicing assets as of June 30, 2008 and 2007 were as follows:

2008 2007
Weighted-average life (in years) 7.0 8.2
Weighted-average discount rate 13.29% 13.22%

Other Consumer Loans: The Corporation also has servicing assets related to sales or securitizations of automobile loans and certain
home equity loans and home equity lines of credit. These servicing assets are accounted for using the amortization method and are
included in other assets on the balance sheet. The servicing asset related to securitized automobile loans was $1 million, $3 million, and
$5 million as of June 30, 2008, December 31, 2007, and June 30, 2007, respectively. The servicing asset related to home equity loans and
lines of credit was $20 million, $27 million, and $31 million at June 30, 2008, December 31, 2007, and June 30, 2007, respectively. No
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servicing asset or liability has been recognized related to the Corporation’s obligation to service credit card loans as the fee received for
performing this service is deemed to approximate the amount that would be paid to fairly compensate a substitute servicer, should one be

required.

Contractual Servicing Fees: Contractual servicing fees, including late fees and ancillary income, for each type of loan serviced are
presented below. Contractual servicing fees are included within loan servicing revenue on the income statement.

Three Months Ended

Six Months Ended

June 30 June 30

(In Millions) 2008 2007 2008 2007
Residential real estate $141 $128 $284 $257
Credit card 27 28 51 47
Commercial real estate 9 9 18 20
Automobile 3 5 6 11
Home equity lines of credit 10 14 23 26
Home equity loans 3 4 7 7

Total contractual servicing fees $193 $188 $389 $368
12. Borrowed Funds
Detail of borrowed funds follows:

June 30 December 31 June 30

(In Millions) 2008 2007 2007
Commercial paper $358 $1,171 $ 836
Federal Home Loan Bank advances — — 1,000
U.S. Treasury notes — 500 259
Other 423 384 575
Total borrowed funds $781 $2,055 $2,670
Weighted-average rate 1.78% 4.30% 5.08%

Commercial paper is issued by the Corporation’s subsidiary, National City Credit Corporation. As of June 30, 2008, the entire balance
had maturities of three months or less. The other category at June 30, 2008, December 31, 2007 and June 30, 2007, included liabilities
totaling $375 million, $337 million, and $261 million, respectively, related to mortgage loans available for repurchase under GNMA and
FNMA loan sale programs. See further discussion in Note 1. The other category also included obligations totaling $9 million, $8 million
and $288 million at June 30, 2008, December 31, 2007 and June 30, 2007, respectively, related to securities sold short, which are
obligations to purchase securities that have already been sold to other third parties. Some short sales are held for trading purposes, while
others are used to economically hedge risk associated with other assets or liabilities. See further discussion in Note 9.

13. Long-Term Debt

The composition of long-term debt follows. This note excludes the junior subordinated notes owed to the unconsolidated subsidiary trusts.
See Note 14 for further discussion on these obligations.

June 30 December 31 June 30
(In Millions) 2008 2007 2007
3.125% senior notes due 2009 $ 196 $ 194 $ 192
5.75% subordinated notes due 2009 303 302 302
Variable-rate senior note due 2009 600 600 600
Variable-rate senior note due 2010 303 301 300
4.00% convertible senior notes due 2011 1,438 — —
4.90% senior notes due 2015 398 396 378
6.875% subordinated notes due 2019 785 777 728
8.375% senior note redeemed 2007 — — 68
3.20% senior notes redeemed 2008 — 298 295
Total holding company 4,023 2,868 2,863
Federal Home Loan Bank advances 9,308 6,256 1,996
Senior bank notes 6,250 13,061 13,615
7.25% subordinated notes due 2010 233 235 238
6.30% subordinated notes due 2011 212 213 206
7.25% subordinated notes due 2011 201 201 195
6.25% subordinated notes due 2011 302 307 305
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6.20% subordinated notes due 2011 522 519 499

4.63% subordinated notes due 2013 289 295 289
5.25% subordinated notes due 2016 240 239 235
Variable-rate subordinated notes due 2016 250 250 250
Variable-rate subordinated notes due 2017 523 523 523
5.80% subordinated notes due 2017 447 443 415
4.25% subordinated notes due 2018 227 226 215
Repurchase agreements 321 321 —
Secured debt financings 19 26 63
Other 17 9 8
Total subsidiaries 19,361 23,124 19,052
Total long-term debt $23,384 $25,992 $21,915

The amounts above represent the par value of the debt adjusted for any unamortized discount, other basis adjustments related to hedging
the debt with derivative instruments, and fair value adjustments recognized in connection with debt acquired through acquisitions. The
Corporation uses derivative instruments, primarily interest-rate swaps and caps, to manage interest-rate risk on its long-term debt.
Interest-rate swaps are used to hedge the fair value of certain fixed-rate debt by converting the debt to variable rate and are also used to
hedge the cash flow variability associated with certain variable-rate debt by converting the debt to fixed rate. Interest-rate caps are also
used to hedge cash flow variability by capping the interest payments associated with variable-rate debt issuances. Further discussion on
derivative instruments is included in Notes 1 and 22.

The subordinated notes of the holding company and National City Bank qualify as Tier 2 capital under the regulatory capital requirements
of the federal banking agencies, subject to certain limitations. Further discussion on regulatory capital requirements is included in
Note 15.

A summary of par values and weighted-average rates of long-term debt as of June 30, 2008, follows. The weighted-average effective rate
includes the effects of derivative instruments used to manage interest-rate risk, amortization of discounts, and amortization of fair value
adjustments associated with debt acquired through acquisitions.

Weighted-Average Weighted-Average

(Dollars in Millions) Par Value Contractual Rate Effective Rate
FHLB advances $ 9,292 3.13% 3.25%
Senior bank notes 6,241 3.58 3.10
Subordinated notes 4,425 5.53 4.13

Senior notes 2,937 3.71 341
Repurchase agreements 325 4,12 4.45

Secured debt financings 19 6.12 6.12

Other 17 4.39 4.39

Total long-term debt $23,256 3.80% 3.31%

At June 30, 2008, Federal Home Loan Bank (FHLB) advances consisted of $3.4 billion of fixed-rate obligations and $5.9 billion of
variable-rate obligations. The Corporation’s collateral based maximum remaining borrowing limit with the FHLB at June 30, 2008 was
$3.0 billion. The Corporation pledged $15.5 billion in residential real estate loans, $13.1 billion in home equity lines of credit, and
$1.3 billion in mortgage-backed securities as collateral against FHLB borrowings at June 30, 2008. FHLB advances have maturities
ranging from 2008 to 2030.

National City Bank has issued senior and subordinated bank notes. There were no new issuances by the Bank during 2008. At June 30,
2008, senior bank notes totaling $1.4 billion were contractually based on a fixed rate of interest and $4.8 billion were contractually based
on a variable rate of interest. Senior bank notes have maturities ranging from 2008 to 2078. All but two subordinated notes of National
City Bank were issued at fixed rates, pay interest semi-annually and may not be redeemed prior to maturity. The variable-rate
subordinated note due 2016 is based on three-month LIBOR plus 35 basis points, resets quarterly, and was 3.126% at June 30, 2008. The
variable-rate subordinated note due 2017 is based on three-month LIBOR plus 37 basis points, resets quarterly, and was 3.047% at June
30, 2008. National City acquired repurchase agreements as part of the MAF Bancorp acquisition, which at June 30, 2008, consisted of
$100 million of fixed-rate obligations, $225 million of variable-rate obligations, and have maturities ranging from 2008 to 2014.

The holding company has issued both senior and subordinated notes. All but two of the notes issued by the holding company are fixed
rate. The interest rate on the variable-rate senior note due 2009 is based on three-month LIBOR plus 1.5 basis points, is reset quarterly,
and was 2.818% at June 30, 2008. The interest rate on the variable-rate senior note due 2010 is based on three-month LIBOR plus
17 basis points, is reset quarterly and was 2.946% at June 30, 2008. All remaining senior notes and subordinated notes of the holding
company pay interest semi-annually. These obligations may not be redeemed prior to their stated maturity. On April 1, 2008, the
3.20% senior note of the holding company matured and was redeemed.
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In January 2008, the holding company issued $1.4 billion of convertible senior notes. Interest on these notes is payable semiannually at a
fixed rate of 4.0%. The maturity date of these notes is February 1, 2011. The Corporation may not redeem these notes prior to their
maturity date. Holders may convert the notes, at their option, prior to November 15, 2010 under certain circumstances, including (i) if the
trading price of the notes is less than a defined threshold measured against the market value of National City common stock, (ii) any time
after March 31, 2008, if the market price of National City common stock exceeds 130% of the conversion price of the notes in effect on
the last trading day of the immediately preceding calendar quarter, or (iii) upon the occurrence of certain specific events. After
November 15, 2010, the holders may convert their notes at any time through the third scheduled trading date preceding the maturity date.
The initial conversion rate equals 52.8709 shares, which represented an initial conversion price of approximately $18.91, a 22.5%
conversion premium to the last reported sale price of National City common stock on January 23, 2008. The conversion rate will be
subject to adjustment for stock splits, stock dividends, cash dividends in excess of certain thresholds, stock repurchases where the price
exceeds market values, and certain other events. Upon conversion, the Corporation will pay cash equal to the principal balance of the
notes and may issue shares of its common stock for any conversion value, determined over a 40 day observation period, that exceeds the
principal balance of the notes being converted. The maximum number of net common shares that the Corporation may be required to
issue is 76 million shares, subject to potential adjustment in the case of certain events, make-whole fundamental changes, or early
termination. The Corporation utilized a portion of the net proceeds from this offering to repay the holding company’s 3.20% senior note
on April 1, 2008, to pay the net cost of a related hedged transaction, and for general corporate purposes.

The holders of the convertible senior notes may elect: i) in the case of a make-whole fundamental change, to convert the notes prior to the
effective time of such change, in which case the conversion rate will be increased as provided by a formula set forth in the indenture
supplement governing the convertible senior notes; or ii) upon the effective time of any fundamental change, to require the Corporation to
repurchase the convertible senior notes at their principal amount plus accrued but unpaid interest. Generally, a fundamental change
includes an acquisition of more than 50% of National City’s common stock, certain mergers, consolidations or other business
combinations, if the Corporation’s continuing directors are less than the majority of the Board of Directors, a liquidation or dissolution, or
National City’s common stock is not listed on any U.S. national securities exchange. These rights may discourage a business combination
or other transaction that is otherwise favored by certain shareholders.

In conjunction with this offering, the Corporation entered into a convertible note hedge and warrant transactions which are intended to
offset the potential share dilution upon conversion of the notes. For more description on the hedge transaction refer to Note 19 of the
Consolidated Financial Statements.

14. Junior Subordinated Debentures Owed to Unconsolidated Subsidiary Trusts and Corporation-Obligated Mandatorily
Redeemable Capital Securities of Subsidiary Trusts Holding Solely Debentures of the Corporation

As of June 30, 2008, National City sponsored eight trusts, of which 100% of the common equity is owned by the Corporation, formed for
the purpose of issuing corporation-obligated mandatorily redeemable capital securities (the capital securities) to third-party investors and
investing the proceeds from the sale of such capital securities solely in junior subordinated debt securities of the Corporation (the
debentures). The debentures held by each trust are the sole assets of that trust which issued common securities to the Corporation and
preferred capital securities to third-party investors. The capital securities of these trusts qualify as Tier | capital of the Corporation for
regulatory purposes.

In January 2008, the Corporation issued $500 million of junior subordinated debentures to National City Preferred Capital Trust I. These
junior subordinated debentures bear interest at a fixed rate of 8.729%, payable semi-annually in arrears. These debentures are redeemable
at par plus accrued unpaid interest, in whole or in part, anytime after December 10, 2016, with the prior approval of the Federal Reserve
Board. These debentures have a scheduled maturity date of December 10, 2043. These debentures are eligible to be remarketed one month
prior to December 10, 2012 at which time the interest rate, call date, and maturity may be reset. These debentures rank pari-passu to the
Corporation’s junior subordinated debentures issued to National City Capital Il, 111 and IV, junior to the Corporation’s outstanding debt,
and junior to its other outstanding junior subordinated debentures.

Consolidated debt obligations related to subsidiary trusts holding solely debentures of the Corporation follow. These amounts represent
the par value of the obligations owed to the subsidiary trusts, including the Corporation’s ownership interest in the trusts, plus basis
adjustments related to hedging the obligations with derivative instruments and fair value adjustments recognized in connection with
obligations acquired through acquisitions.

June 30 December 31 June 30

(In Millions) 2008 2007 2007
6.625% junior subordinated debentures owed to National City Capital Trust Il due

November 15, 2036 $ 759 $ 754 $ 741
8.000% junior subordinated debentures owed to National City Capital Trust IV due

September 15, 2047 521 521 —
6.625% junior subordinated debentures owed to National City Capital Trust 11 due

May 25, 2047 500 499 476
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8.729% junior subordinated debentures owed to National City Preferred Capital Trust |

due December 10, 2043 500 — —
Variable-rate junior subordinated debentures owed to MAF Bancorp Capital Trust Il due

September 15, 2035 38 38 —
Variable-rate junior subordinated debentures owed to MAF Bancorp Capital Trust | due

June 15, 2035 32 33 —
Variable-rate junior subordinated debentures owed to Fidelity Capital Trust 111 due

November 23, 2034 32 32 32
Variable-rate junior subordinated debentures owed to Fidelity Capital Trust Il due January

23, 2034 23 23 24
Total junior subordinated debentures owed to unconsolidated subsidiary trusts $2,405 $1,900 $1,273
Distributions on the capital securities issued by National City Capital Trust Il, 11 and IV are payable quarterly at a rate per annum equal

to the interest rate being earned by the trust on the debentures held by these trusts. Distributions on the capital securities issued by
National City Preferred Capital Trust | are payable semi-annually at a rate per annum equal to the interest rate being earned by the trust on
the debentures held by these trusts. Distributions on the capital securities issued by Fidelity Capital Trust Il are payable quarterly at a
variable rate equal to the three-month LIBOR rate plus 197 basis points, with no maximum interest rate. The interest rate associated with
Fidelity Capital Trust Il was 4.608% at June 30, 2008. Distributions on the capital securities issued by Fidelity Capital Trust Il are
payable quarterly at a variable rate equal to the three-month LIBOR rate plus 285 basis points, with no maximum interest rate. The
interest rate associated with Fidelity Capital Trust Il was 5.749% at June 30, 2008. Distributions on the capital securities issued by MAF
Bancorp Capital Trust | are payable quarterly at a variable rate equal to the three-month LIBOR rate plus 175 basis points, with no
maximum interest rate. The interest rate associated with MAF Bancorp Capital Trust | was 4.526% at June 30, 2008. Distributions on the
capital securities issued by MAF Bancorp Capital Trust Il are payable quarterly at a variable rate equal to the three-month LIBOR rate
plus 140 basis points, with no maximum interest rate. The interest rate associated with MAF Bancorp Capital Trust Il was 4.176% at June
30, 2008.

The Corporation has entered into agreements which, taken collectively, fully and unconditionally guarantee the obligations of the trusts.
This guarantee covers the distributions on and redemption of, the trust's capital securities, but only to the extent of funds held by each
trust. The capital securities are subject to mandatory redemption, in whole or in part, upon repayment of the debentures. The debentures
held by each trust are first redeemable, in whole or in part, by the Corporation as follows:

First Call Date

Fidelity Capital Trust Il January 23, 2009
Fidelity Capital Trust Il November 23, 2009
MAF Capital Bancorp Trust | June 15, 2010
MAF Capital Bancorp Trust |1 September 15, 2010
National City Capital Trust 11 November 15, 2011
National City Capital Trust 111 May 25, 2012
National City Capital Trust IV August 30, 2012
National City Preferred Capital Trust | December 10, 2016
The Corporation may only redeem or repurchase its junior subordinated notes payable owed to National City Capital Trust I, 11l and IV

more than 10 years in advance of their legal maturity dates, subject to certain limitations. The Corporation may only redeem or repurchase
its junior subordinated notes payable owed to National City Preferred Capital Trust | prior to December 10, 2016, subject to certain
limitations. Prior to the date of that redemption or repurchase, the Corporation must have received proceeds from the issuance of equity or
hybrid securities that qualify as Tier 1 capital under the Federal Reserve’s capital guidelines. The Corporation will also be required to
obtain approval of the Federal Reserve prior to the issuance of such securities. The current beneficiaries of this limitation are the holders
of the Corporation’s 6.875% subordinated notes due 2019.

15. Regulatory Restrictions and Capital Ratios

The Corporation and its bank subsidiary, National City Bank, are subject to various regulatory capital requirements of federal banking
agencies that involve quantitative measures of assets, liabilities, and certain off-balance-sheet items as calculated under regulatory
accounting practices. The capital amounts and classifications are also subject to qualitative judgments by the regulators about
components, risk weightings, and other factors. Failure to meet minimum capital requirements can result in certain mandatory and
possible additional discretionary actions by regulators that could have a material effect on financial position and operations. Examples of
such actions available to the federal regulatory agencies include, but are not limited to, additional regulatory scrutiny, restrictions on the
purchase of brokered deposits, limitations on the ability to pay dividends, the issuance of a directive to increase capital, increases in FDIC
insurance premiums, and in severe cases, the appointment of a conservator or receiver.
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Regulatory and other capital measures follow:

June 30 December 31 June 30
2008 2007 2007
(Dollars in Millions) Amount Ratio Amount Ratio Amount Ratio
Total equity/assets $17,981 11.70% $13,408 8.95% $12,147 8.64%
Tangible equity/tangible assets 13,325 8.94 7,628 5.29 7,371 5.43
Tier 1 capital 15,392 11.06 9,367 6.53 8,721 6.56
Total risk-based capital 20,703 14.87 14,729 10.27 13,667 10.28
Leverage 15,392 10.33 9,367 6.39 8,721 6.53

The tangible common equity ratio excludes goodwill and other intangible assets from both the numerator and denominator.

Tier 1 capital consists of total equity plus qualifying capital securities and minority interests, less unrealized gains and losses accumulated
in other comprehensive income, certain intangible assets, and adjustments related to the valuation of servicing assets and certain equity
investments in nonfinancial companies (principal investments).

Total risk-based capital is comprised of Tier 1 capital plus qualifying subordinated debt and allowance for loan losses and a portion of
unrealized gains on certain equity securities. Both the Tier 1 and the total risk-based capital ratios are computed by dividing the respective
capital amounts by risk-weighted assets, as defined.

The leverage ratio reflects Tier 1 capital divided by average total assets for the period. Average assets used in the calculation exclude
certain intangible and servicing assets.

National City Corporation’s Tier 1, total risk-based capital, and leverage ratios for the current period are above the required minimum
levels of 4.00%, 8.00%, and 3.00%, respectively. The capital levels at National City Bank are maintained at or above the well-capitalized
minimums of 6.00%, 10.00%, and 5.00% for the Tier 1 capital, total risk-based capital, and leverage ratios, respectively, as defined under
the regulatory framework for prompt corrective action.

National City Bank from time to time is required to maintain noninterest bearing reserve balances with the Federal Reserve Bank. There
was no required reserve balance at June 30, 2008.

Under current Federal Reserve regulations, a bank subsidiary is limited in the amount it may loan to its parent company and nonbank
subsidiaries. Loans to a single affiliate may not exceed 10% and loans to all affiliates may not exceed 20% of the bank’s capital stock,
surplus and undivided profits, plus the allowance for loan losses. Loans from the subsidiary bank to nonbank affiliates, including the
parent company, are also required to be collateralized.

Dividends paid by a subsidiary bank to its parent company are also subject to certain legal and regulatory limitations. In 2008, National
City Bank may pay dividends up to and equal to its net income for 2008, as defined by statute, through the date of any such dividend
declaration, without prior regulatory approval. As of June 30, 2008, National City Bank had a year-to-date net loss of approximately $2.0
billion; therefore, no dividends could be declared to the parent company without prior regulatory approval.

16. Stockholders’ Equity

The number of outstanding shares of each class of the Corporation’s stock is shown in the following table.

June 30 December 31 June 30
2008 2007 2007

Preferred Stock, Series D, no par value, $100 liquidation value

per share, authorized 70,272 shares 70,272 70,272 70,272
Preferred Stock, Series E, no par value, $100,000 liquidation

value per share, authorized 5,751 shares — — —
Preferred Stock, Series F, no par value, $100,000 liguidation

value per share, authorized 1,725 shares 1,500 — —
Preferred Stock, Series G, no par value, $100,000 liquidation
value per share, authorized 70,000 shares 63,690

Common Stock, $4 par value, authorized 1,400,000,000 shares 760,339,839 633,945,720 566,285,142

In the second quarter of 2008, the Corporation issued common shares, Series G contingently convertible preferred shares, and warrants for
proceeds of approximately $7 billion. A special meeting of stockholders will be held on September 15, 2008 to request approval of: i) an
increase in the number of authorized common shares to 5.0 billion, ii) the conversion of the Series G preferred shares into common
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shares, and iii) the exercise of recently issued warrants. The effective conversion price of the contingently convertible preferred shares
was established at a discount to closing market price of the Corporation’s common stock. Under generally accepted accounting
principles, this discount will be recognized as a one-time, non-cash deemed preferred stock dividend, upon stockholder approval of the
conversion feature of the preferred stock. This non-cash deemed dividend will not affect total stockholders’ equity, regulatory capital or
liquidity. However, it will reduce earnings per common share as preferred stock dividends reduce net income available to common
stockholders. If the conversion of the preferred stock is approved at the upcoming special meeting, the deemed dividend of $4.4 billion
will be recognized in the third quarter 2008. If the conversion of the preferred stock is not approved by September 30, 2008, the effective
conversion rate of the preferred stock is subject to adjustment, which would result in a larger deemed dividend in a future period.

In the event that, within three years (which may be shortened to two years in certain circumstances) of the closing of this transaction, if
the Corporation (i) sells more than $300 million of common stock or other equity-linked securities at a price less than $5.00, or

(ii) engages in certain other transactions wherein the implied value of National City common stock is less than $5.00 or the value of
National City common stock may affected, then, a reset adjustment will occur. In that instance, certain investors will receive an
adjustment to the purchase price of their preferred shares, as well as the number of shares purchasable under the warrant or the exercise
price of the warrant. As of June 30, 2008, the maximum amount of this potential reset adjustment was $718 million.

The reset adjustment described above, as well as certain embedded features in the warrants, were recognized as derivative instruments
measured at fair value during the second quarter of 2008. On June 26, 2008, certain terms of the stock and warrants issued were
amended, resulting in the reclassification of the warrants to stockholders’ equity. As of June 30, 2008, the common stock, contingently
convertible preferred stock and warrants have all been recognized within stockholders’ equity.

Preferred Stock: The Corporation has authorization to issue up to five million shares of preferred stock without par value, in one or more
series. The Corporation issued 70,272 shares of no par, Series D convertible non-voting preferred stock in conjunction with a 2004
acquisition. Each share of Series D preferred stock is convertible at any time by the holder into 15.96 shares of National City common
stock. The conversion rate is subject to adjustment in the event the Corporation takes certain actions such as paying a dividend in stock,
splitting its common stock, or combining its common stock into a smaller number of shares. Common shares deliverable upon conversion
of the preferred stock have been reserved for future issuance. The Corporation has no right to redeem the preferred stock. Dividends are
paid on the Series D preferred stock if and when declared by the Corporation’s board of directors, as dividends are paid on common stock,
on an as converted basis. The Series D preferred stock shall be preferred over National City common stock in the event of liquidation or
dissolution of the Corporation. In such event, the preferred holders will be entitled to receive $100 per share, or $7 million, plus accrued
and unpaid dividends.

The Corporation designated 5,751 shares as no par, Series E perpetual preferred stock, of which 5,001 of these shares are reserved for
issuance pursuant to a stock purchase contract with National City Preferred Capital Trust I. The stock purchase date is expected to be
December 10, 2012, but could occur earlier or later, under certain conditions. The Corporation also designated 1,725 shares as no par,
Series F preferred stock, of which 1,500 of these shares were issued. Both the Series E and F preferred stock will rank senior to National
City common stock and on parity with the Series D preferred stock in the event of liquidation or dissolution of the Corporation. Both the
Series E and F preferred stock have a liquidation value of $100,000 per share. Both series are noncumulative with respect to dividends
and will have limited voting rights except in the event of nonpayment of dividends and certain other events. Holders of this preferred
stock will be entitled to receive dividends, when and as declared by the Board of Directors. Series E shall be redeemable at the
Corporation’s option, and subject to Federal Reserve approval, at any date after December 10, 2012. Series F shall be redeemable at the
Corporation’s option, subject to Federal Reserve approval, at any date after February 1, 2013. Subject to these conditions, both Series E
and F may be redeemed for $100,000 per share plus any declared but unpaid dividends. The Corporation will be limited in its right to
redeem both Series E and F prior to ten years after their initial issuance dates by a replacement capital covenant. Pursuant to this
covenant, the Corporation must have received proceeds from the issuance of equity or hybrid securities that qualify as Tier | capital and
may be required to obtain the approval of the Federal Reserve The current beneficiary of this limitation are the holders of the
Corporation’s 6.875% subordinated notes due 2019.

In the second quarter of 2008, the Corporation designated 70,000 shares as no par, contingently convertible Series G preferred stock and
issued 63,690 shares. The Series G preferred stock is mandatorily convertible into shares of common stock on the fifth business day
following the receipt by the Corporation and/or holder of Series G preferred stock of the following approvals: (i) the approval by the
holders of National City common stock of (A) the conversion of the Series G preferred stock into common stock as required by the
applicable New York Stock Exchange rules, and (B) amendment to the Corporation’s Restated Certificate of Incorporation to increase the
number of authorized shares of common stock to permit the full conversion of the Series G preferred stock into common stock, and (ii) as
to a holder, if applicable to that holder, the expiration or termination of any waiting period under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended. The Series G preferred stock is initially convertible into shares of common stock at a rate of
$5.00 per share of common stock, subject to certain adjustments; provided, however, such conversion price shall be reduced by $0.50,
subject to a maximum reduction of $2.00, on each six-month anniversary of the original issue date if the stockholder approvals described
above have not been obtained.
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Dividends on the Series G preferred stock are payable, on a non-cumulative basis, when and as declared by the Corporation’s board of
directors on the Corporation’s common stock, on an as-converted basis. If the Series G preferred stock has not been converted into shares
of common stock by September 30, 2008, dividends will be payable commencing with the dividend period relating to the dividend
payment date on December 31, 2008 at a rate of 14% of the liquidation preference of the Series G preferred stock and this rate will further
increase to 15.5% of the liquidation preference commencing with the dividend period related to the dividend payment date on March 31,
2009 and to 17% of the liquidation preference commencing with the dividend period related to the dividend payment date on
September 30, 2009. However, dividends on the Series G preferred stock will always be paid at the higher of the amount payable in
accordance with the applicable percentage rate described above and the dividend payable on the Corporation’s common stock on an as-
converted basis on our common stock during the applicable dividend period. The Corporation is prohibited from paying any dividend with
respect to shares of common stock unless full dividends are paid on the Series G preferred stock. The Corporation is also prohibited from
repurchasing or redeeming shares of its common stock or other junior securities, subject to certain exceptions, while any shares of
Series G Preferred Stock are outstanding.

The Series G preferred stock is not redeemable by the holders, but may be redeemed by the Corporation beginning on April 29, 2013 at a
redemption price per share equal to the greater of (i) 125% of the liquidation preference and (ii) the average of the closing prices of the
common stock for the ten trading days ending on the sixth trading day prior to the date of redemption multiplied by the number of shares
of common stock into which one share of Series G preferred stock would be convertible on such date if such shares of Series G preferred
stock were converted on that date following receipt of stockholder approvals as described above, together with (x) an amount equal to any
dividends that have been declared but not paid prior to the redemption date and (y) an amount equal to any dividends for periods after
such issuance for which dividends were not declared and paid prior to the redemption date. Holders of the Series G preferred stock do not
have any voting rights, including the right to elect any directors, other than the right, together with other parity securities having similar
voting rights, to elect two directors if dividends in an aggregate amount equal to full dividends for at least six quarterly dividend periods
(or their equivalent) have not been declared and paid, and limited voting rights with respect to matters affecting the rights and privileges
of Series G preferred stock and certain fundamental changes. The Series G preferred stock shall be preferred over National City common
stock in the event of liquidation or dissolution of the Corporation. In such event, the preferred holders will be entitled to receive the
greater of (i) the $100,000 liquidation value per share, or approximately $6.4 billion, and (ii) an amount equal to the liquidation amount
payable on an as-converted basis on the number of common shares into which such shares of Series G preferred stock could have been
converted on a date at least ten business days before the first liquidating distribution is made on the Series G preferred stock, plus accrued
and unpaid dividends.

Common Stock: National City common stock ranks junior to the Corporation’s preferred stock in rights to dividends as well as
distributions to stockholders in the event of liquidation or dissolution. During the second quarter of 2008, the Corporation issued 126.2
million shares of common stock. Dividends may be paid on common shares when and as declared by the Board of Directors. As of June
30, 2008, the Corporation has authorization to issue 1.4 billion shares of common stock with a par value of $4 per share. As described
above, the Corporation’s stockholders have been requested to approve: i) an increase in the number of authorized common shares to 5.0
billion, ii) the conversion of the contingently convertible Series G preferred stock, and iii) the exercise of the certain warrants, described
below. If the conversion is approved in the third quarter, approximately 1.3 billion shares of common stock will be issued in exchange for
the currently outstanding Series G preferred stock.

On April 24, 2007, the Corporation’s Board of Directors authorized the repurchase of up to 40 million shares of National City common
stock subject to an aggregate purchase limit of $1.6 billion. This authorization, which has no expiration date, was incremental to all
previous authorizations approved by the Board of Directors. Repurchased shares are held for reissue in connection with compensation
plans and for general corporate purposes. There were no stock repurchases during the first six months of 2008. During the first six
months of 2007, the Corporation repurchased 44.8 million shares. As of June 30, 2008, 37.6 million shares remain authorized
for repurchase. Prospectively, the Corporation will be restricted from purchasing any common shares prior to the conversion of its newly
issued Series G preferred stock, subject to certain exceptions.

On January 25, 2007, the Corporation’s Board of Directors authorized a “modified Dutch auction” tender offer to purchase up to
75 million shares of its outstanding common stock, at a price range not greater than $38.75 per share nor less than $35.00 per share, for a
maximum aggregate repurchase price of $2.9 billion. On March 7, 2007, the Corporation accepted for purchase 40.3 million shares of its
common stock at $38.75 per share for an aggregate price of $1.6 billion. The share repurchase authorizations described above were
unaffected by the tender offer.

Common Stock Warrants: In the first quarter of 2008, the Corporation issued warrants to a third party to purchase National City
common stock. The holder has the option to exercise 784,268 warrants, on a daily basis,