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The year 2003 was a year marked by challenges, decisive action and emerging opportunities.

FirstMerit’s core business produced good results in 2003. Returns on average common equity and

average assets for the full year were 12.4% and 1.14%. Total revenue totaled $600.8 million. We are

considered “well capitalized” with shareholders’ equity of $987 million at year end and tangible equity 

to assets, a common measure of capital strength, a strong 8.16%. And we achieved these results despite

higher credit costs and the slow pace of economic recovery in our region.

FirstMerit provided a 2003 total return to shareholders of 30.8%, which includes a common stock

dividend of $1.02 per share. We are proud of FirstMerit’s history of consistent dividend growth 

over the last 60 years, as it continues to provide value 

to our shareholders.

Last year’s results, however, are not at the high performing

levels of the past. So in 2003, we made several strategic moves,

aimed squarely at focusing on our core businesses, making 

our balance sheet stronger, reducing our overall risk profile 

and returning FirstMerit to higher levels of performance.

First, we realigned our credit function. We built in a more

disciplined oversight process and a stronger infrastructure,

which are helping us to normalize credit costs and mitigate 

the risk inherent in our business. As we made these changes,

we were careful to retain local decision-making, which is 

so important to our super-community banking model.

Our regional credit officers now communicate more directly

with corporate and oversight divisions. We also introduced

predictive scoring tools and centralized loan operations. As a result of these changes, all current loan

production is being underwritten to tighter controls, and we anticipate that credit quality 

will improve over time.

Our next move was to sell our $621 million portfolio of manufactured housing loans. As a result,

our non-performing assets declined and our balance sheet and capital position were strengthened.

More importantly, removing this non-core, high-risk portfolio now allows us to focus full efforts on 

our mainstream business of “localized and personalized community banking.” In addition, we sold 

$22.6 million of commercial loans, of which approximately $11 million were on non-accrual status.

This sale further demonstrated our strong commitment to reduce the level of higher risk credits,

improve our balance sheet and accelerate FirstMerit’s asset quality improvement.
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Dear Fellow Shareholders,

“
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FirstMerit provided a 2003 total return

to shareholders of 30.8%, which

includes a common stock dividend 

of $1.02 per share. We are proud of

FirstMerit’s history of consistent

dividend growth over the last 60

years, as it continues to provide 

value to our shareholders.



Over the last year, we have enhanced our measurement process to focus on risk adjusted profitability

that is aligned with creating shareholder value. Our sales efforts are more clearly linked to profitability,

rather than production and activity based performance. Our company’s administrative structure has 

also been further refined to more effectively deliver quality sales and service to our customer base.

Redundant administrative functions were transferred from the sales and market managers to segment

managers with expertise in pricing and product development so that our people are better able to

respond to customer needs and emerging market opportunities, while ensuring strong oversight.

These actions, as well as continual investment in our core businesses, positions us to return to higher

performance levels as the economy recovers.

As we look ahead to 2004, we will continue to work diligently to be “first” with our shareholders by

focusing on initiatives that deliver meaningful value. Consistent with our ongoing commitment to

operating efficiency, we are improving and upgrading our financial controls and performance metrics.

By so doing, our decisions, investments and growth initiatives will be aligned 

corporate-wide to drive the highest return to our shareholders.

One of FirstMerit’s most important assets is our approach to customer service. We strive 

to provide a truly differentiated customer experience. It is often said that our people make

the difference, and this difference translates into meaningful relationships with clients.

Over 52% of FirstMerit customers now have three or more services with us. This not only

produces stable, long-term relationships, it also positions us to add new customers by

taking advantage of the inevitable disruptions caused when local competitors are acquired

by more distant financial organizations. FirstMerit remains community-based and

dedicated to the delivery of highly personalized service. The customer has placed a premium on service

and we see this trend continuing especially in the wake of market events. We are very well positioned 

to capitalize on the growing opportunities that have emerged in our local markets.

We are confident we have the right people, the right initiatives and the determination to succeed for our

employees, customers and shareholders. We look forward to both the challenges and opportunities that

lie ahead to strengthen FirstMerit’s financial, competitive and operating position.

As always, we thank you for your investment in FirstMerit.

Our warmest regards,

John R. Cochran

Chairman & Chief Executive Officer
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Per common share

Net income - diluted $1.42 1.81 1.35

Dividends paid 1.02 0.98 0.93

Year end book value 11.65 11.41 10.70

Weighted average number of shares outstanding - basic 84,533 84,772 85,594

Weighted average number of shares outstanding - diluted 84,929 85,317 86,289

At year end

Total assets $10,473,635 10,688,206 10,193,374

Total deposits 7,502,784 7,711,259 7,539,400

Loans 6,551,599 7,214,305 7,387,320

Investment securities 3,061,497 2,517,680 2,019,259

Total earning assets 9,676,415 9,901,954 9,451,479

Total funds 9,339,626 9,532,379 9,127,679

Shareholders’ equity 987,175 964,657 910,807

Average daily balances for the year

Total assets $10,591,414 10,405,563 10,180,909

Total deposits 7,672,458 7,725,610 7,441,597

Loans 7,138,673 7,350,952 7,373,493

Investment securities 2,625,832 2,255,703 1,959,680

Total earning assets 9,844,214 9,685,381 9,408,198

Total funds available 9,440,357 9,287,869 9,102,183

Shareholders’ equity 976,423 947,592 921,234

Financial Highlights
FIRSTMERIT CORPORATION AND SUBSIDIARIES
(Dollars in thousands except per share data)

For the year ending 2003 2002 2001

Interest income $567,269 648,013 726,899

Interest expense 173,656 226,417 335,443

Net interest income 393,613 421,596 391,456

Net interest income—fully-tax equivalent basis 396,197 424,955 395,108

Provision for loan losses 102,211 98,628 61,807

Net income 120,969 154,366 116,305

Net yield on earning assets 4.02% 4.39% 4.20%

Return on assets (ROA) 1.14% 1.48% 1.14%

Return on common equity (ROE) 12.40% 16.31% 12.65%

Efficiency ratio 54.27% 47.46% 57.28%

Common dividends paid 86,645 83,617 80,050
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“ “I felt welcome 

the very first time 

I walked into

FirstMerit.
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How would you summarize FirstMerit’s financial

performance in 2003?

We were able to generate solid returns in a difficult 

local economy. The slower pace of the economic recovery 

and lower than expected revenue growth delayed FirstMerit’s

return to high performance. Total revenue, defined as net

interest income on a fully tax-equivalent basis plus 

non-interest income net of securities transactions, totaled

$600.8 million for 2003, compared to $602.9 million 

reported in 2002.

We took decisive actions that strengthened the company’s

balance sheet, while reducing our overall risk profile.

The sale of our $621 million portfolio of manufactured

housing loans, as well as a portfolio of commercial loans,

including $11 million non-performing, removed a high risk,

non-core business and improved asset quality, respectively.

Over the year, FirstMerit provided a 30.8% total return 

on shareholder investment, which includes a common 

stock dividend of $1.02 per share.

Over the last couple of years, FirstMerit’s credit quality

has slipped from its historical high performance levels.

What steps are being taken to improve asset quality?

This is an area that we managed aggressively 

throughout the year. Although our loan sales mitigated risk

and strengthened our balance sheet, our efforts to strengthen

our credit culture, infrastructure and processes will have the

most profound impact over the long term.

Specifically, we added regional credit review officers and

additional oversight at the point where the credit decision is

made. This allows us keep the delivery of credit local, while

substantially improving the underwriting of new credits.

We installed more advanced predictive modeling and

processes, enabling us to limit credit overrides and upgrade

underwriting criteria. In addition, we centralized our loan

operations area, creating better efficiencies, service 

and expertise.

Our efforts in this area will

continue. A return to normalized

credit will have a material and

positive impact to FirstMerit’s

bottom line and returning to

high performance levels.

A

Q

A

Q

Question and Answer

WE’VE CENTRALIZED OUR LOAN OPERATIONS

AREA, CREATING BETTER EFFICIENCIES,

SERVICE AND EXPERTISE.

STRENGTHENING OUR CREDIT CULTURE,

INFRASTRUCTURE AND PROCESSES WILL

HAVE THE MOST PROFOUND IMPACT

OVER THE LONG TERM.
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WE PROVIDED A 

30.8% TOTAL RETURN

ON SHAREHOLDER

INVESTMENT. 



What are FirstMerit’s strategies to grow revenue?

FirstMerit has initiated a comprehensive and targeted

growth agenda. The first step was to remove the volatility in

our earnings stream. We sold a non-core, higher risk business –

manufactured housing – so that we could focus squarely on

our super-community businesses. Continuing with our growth

agenda, we are transitioning to a financial measurement system

that focuses on return on capital and profitability rather than

production or activity based measures.

Next, we have outlined high impact initiatives for our core

businesses – retail, business, mortgage and wealth segments.

We will be expanding our product set and retooling some

products to link more directly to increasing profitability.

Our pricing models will more accurately reflect the risk/reward

of our products, delivery channels and initiatives.

We will also be aligning and directing our incentive programs

to reward financial performance, rather than activity based

programs and initiatives.

How will FirstMerit balance operational efficiency with

making the investments that will be necessary to compete over

the long term?

All of our decisions are rooted in creating value for our

customers and shareholders. With our upgraded fact-based

decision-making process and tools and our focus on

profitability and return on capital, we are better able to direct

resources and investments to the initiatives that will drive the

highest return.

Our approach is very disciplined, using a return on capital

model as well as employing a stringent review process of all

initiatives. This allows us to continue our strong cost control

measures while making the investments to further our 

growth agenda.

What makes FirstMerit unique and compelling?

People have a lot of choices when it comes to financial

services. Understanding this, we strive to provide a truly

differentiated customer experience. Our approach to customer

service and relationship building is unique and even more

relevant today as local competitors are acquired by distant

financial organizations. As a super-community bank,

FirstMerit’s strength lies in how we deliver a comprehensive

product set. We are people based, enabling us to provide

personalized service and meaningful solutions to our

customers. This strategy is effective. Over 52% of FirstMerit’s

customers now have three or

more services. Building deeper

relationships with customers,

and being their bank of “first

choice,” creates lasting and

long-term value for both the

customer and our company.

A

Q

A

Q

A

Q

WE WILL BE EXPANDING OUR PRODUCT SET AND

RETOOLING SOME PRODUCTS TO LINK MORE

DIRECTLY TO INCREASING PROFITABILITY.

WE ARE 

PEOPLE BASED.

WE’VE MADE SIGNIFICANT INVESTMENTS IN

INCREASING CREDIT QUALITY AND REDUCING

OUR LEVEL OF NON-PERFORMING ASSETS.

OVER 52% OF 

FIRSTMERIT’S

CUSTOMERS 

NOW HAVE THREE 

OR MORE SERVICES.
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The people at

FirstMerit helped

me make smart

financial decisions.



Ms. Karen S. Belden
Ms. Belden, 61, is currently a real
estate agent for Prudential DeHoff
Realtors. She was elected to the
FirstMerit Board of Directors 
in 1996.

Audit Committee
Credit Committee

Mr. R. Cary Blair
Mr. Blair, 64, is the former
Chairman and Chief Executive
Officer for Westfield Companies.
He joined FirstMerit’s board 
in 1996.

Executive Committee
Compensation Committee
Audit Committee

Mr. John C. Blickle
Mr. Blickle, 53, is the President of
Heidman, Inc., dba McDonald’s
Restaurants. He was elected to the
board of FirstMerit in 1989.

Chairman, Audit Committee
Corporate Governance &
Nominating Committee
Executive Committee
Credit Committee

Mr. Robert W. Briggs
Mr. Briggs, 62, is the Chairman 
of the Board of Directors of
Buckingham, Doolittle &
Burroughs, L.L.P. He joined
FirstMerit’s Board of Directors in
1996.

Credit Committee

Mr. John R. Cochran
Mr. Cochran, 61, is the Chairman
and Chief Executive Officer of
FirstMerit Corporation. He was
appointed to the board in 1995.

Executive Committee

Mr. Richard Colella
Mr. Colella, 68, is an Attorney 
for Colella & Kolczun, P.L.L.
He was elected to the FirstMerit
Board of Directors in 1998.

Credit Committee

Mr. Terry L. Haines
Mr. Haines, 57, is the President 
and Chief Executive Officer of
A. Schulman, Inc. He joined the
FirstMerit Board of Directors 
in 1991.

Compensation Committee

Mr. Clifford J. Isroff
Mr. Isroff, 67, is the former
Chairman of I CORP. He was
elected to the Board of Directors 
in 1981.

Chairman, Corporate Governance
& Nominating Committee
Chairman, Executive Committee
Compensation Committee

Mr. Philip A. Lloyd, II, Esq.
Mr. Lloyd, 57, is an Attorney for
Vorys, Sater, Seymour and Pease,
L.L.P. He joined the FirstMerit
Board of Directors in 1988.

Chairman, Credit Committee
Executive Committee

Mr. Roger T. Read
Mr. Read, 62, is the retired
Chairman, President and Chief
Executive Officer of Harwick
Chemical Corporation. He was
elected to the FirstMerit Board 
of Directors in 1992.

Chairman, Compensation
Committee
Executive Committee
Corporate Governance &
Nominating Committee

Mr. Richard N. Seaman
Mr. Seaman, 58, is the President
and Chief Executive Officer of
Seaman Corporation. He became 
a member of the FirstMerit Board 
of Directors in 1998.

Audit Committee
Compensation Committee

Mr. Jerry M. Wolf
Mr. Wolf, 58, is the Chairman and
Chief Executive Officer of Midwest
Acoust-A-Fiber, Inc. In 1998, he was
named to the Board of Directors 
of FirstMerit Corporation.

Audit Committee

Shareholder
Information

Stock Listings
Nasdaq/NMS
Symbol - FMER

Stock Transfer Agent
American Stock Transfer 
& Trust Co.
59 Maiden Lane
New York, New York 10038
1-800-937-5449
www.amstock.com

Corporate Address
FirstMerit Corporation
III Cascade Plaza
Akron, Ohio 44308-1103
330-996-6300
www.firstmerit.com

Annual Meeting
The Annual Meeting 
of FirstMerit Corporation 
will be held at 10:00 a.m.
on Wednesday, April 21, 2004 
at the John S. Knight Center,
77 E. Mill Street,
Akron, Ohio 44308

Form 10-K
The Annual Report on Form 
10-K, as required to be filed 
with the Securities and Exchange
Commission, is also available 
by visiting www.firstmerit.com 
or upon written request to:
Terry E. Patton, Secretary
FirstMerit Corporation
III Cascade Plaza
Akron, Ohio 44308-1103

Financial Updates/Information
To speed your access to timely
and complete financial
information visit us at
www.firstmerit.com

Dividend Reinvestment
A plan is available to shareholders
whereby they may acquire
additional shares free of
commissions and fees.
For information, contact:
American Stock Transfer 
& Trust Co.
59 Maiden Lane
New York, New York 10038
1-800-937-5449
www.amstock.com

John R. Cochran
Chairman & Chief Executive Officer

Terrence E. Bichsel
Executive Vice President & Chief
Financial Officer

Robert P. Brecht
Senior Executive Vice President

George P. Paidas
Senior Executive Vice President

Terri L. Cable
Executive Vice President

Jack R. Gravo
Executive Vice President

Mark J. Grescovich
Executive Vice President

Bruce M. Kephart
Executive Vice President

William G. Lamb
Executive Vice President

David G. Lucht
Executive Vice President

Christopher J. Maurer
Executive Vice President

Gregory A. McDermott
Executive Vice President

Daniel K. McGill
Executive Vice President

Terry E. Patton
Executive Vice President 

Larry A. Shoff
Executive Vice President

Gregory R. Bean
Senior Vice President

Wendy S. Bolas
Senior Vice President

Nicholas V. Browning
Senior Vice President

Timothy A. Cahill
Senior Vice President

Mark N. DuHamel
Senior Vice President

Donald H. Kincade
Senior Vice President

Robert D. Kindsvatter
Senior Vice President

Ronald H. Paydo
Senior Vice President

Kimberly Ravenda-Benjamin
Senior Vice President

David C. Smith
Senior Vice President

Paul J. Stark
Senior Vice President

Marc A. Vosen
Senior Vice President

Gregory P. Zink
Senior Vice President

Officers and Directors

CORPORATE BOARD OF DIRECTORSCORPORATE EXECUTIVE OFFICERS

PG.8



www.firstmerit.com


