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Flagstar Bancorp

Flagstar Bancorp (NYSE: FBC) is the holding company for Flagstar Bank, fsb, a federally

chartered stock savings bank. Since its founding in 1987, Flagstar has experienced

exceptional growth, and today it is the second largest banking institution headquartered in

Michigan. We also are one of the nation's leading mortgage lenders. 

We serve our customers through our retail banking centers in Michigan and Indiana and 

our Internet branch at www.flagstar.com. We attract deposits through these channels 

and acquire funds through the secondary market. We use these funds, along with advances

from the Federal Home Loan Bank, to invest in residential loans that we originate and

purchase nationwide. 

Our leadership in the mortgage industry also involves managing a large volume of

mortgages as a loan servicer. In addition, we provide warehouse lines of credit to mortgage

companies across the country and originate consumer and commercial loans in Michigan

and Indiana and second mortgages nationally. 

COMPANY PROFILE

Community Bank
Flagstar is a growth-oriented community
bank with 87 banking centers in Michigan
and Indiana at December 31, 2002.

Mortgage Lender
Flagstar is one of the nation's largest single-
family residential mortgage originators.

Mortgage Servicer
Flagstar collects mortgage payments and
services the loans of more than 255,000
homeowners across the nation.
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Letter to Stockholders

In 2002, we once again delivered record earnings, strong growth and exceptional returns

to our stockholders. We posted net earnings of $129.3 million, breaking our previous

record of $82.9 million set in 2001. We also achieved a phenomenal return on equity of

37.14 percent. For both 2001 and 2002, we recorded the highest return on equity from

recurring earnings of any publicly traded bank or savings institution in the country. 

In keeping with our strategy of becoming a leading Midwestern bank, we opened 16 new

retail banking centers during 2002, ending the year with a total of 87 branches in our

target markets of Michigan and Indiana. We expanded our retail business significantly,

opened 18,500 new deposit accounts and introduced a new personal banking service for

our most valuable customers. 

In 2002, our stockholders participated in our success. Not only did our stock price

appreciate 61 percent, but we also increased our dividend three times and executed a 3-

for-2 split of our common stock in the form of a stock dividend.

To further benefit our stockholders, we introduced a dividend reinvestment plan, which

provides a convenient and economical way for registered stockholders to purchase

additional shares of our stock. In addition, through our new direct deposit program,

registered stockholders can have their dividends automatically deposited into any checking,

savings or money market account.

Also benefiting our stockholders was the recent addition of Flagstar Bancorp to the S&P

Small Cap 600 Index, a move that should create more demand for our stock. 

Our success in 2002 was remarkable in its depth and breadth:

• We increased assets 24.2 percent from $6.6 billion to $8.2 billion, making us the second

largest banking institution headquartered in Michigan.

• We increased our deposits by $765.8 million or 22.2 percent. 

• We originated $43.2 billion in mortgages, 30.9 percent more than our previous record

of $33.0 billion set in 2001. 

• We opened 23 new retail mortgage origination offices, bringing to 92 our total number

of offices at December 31, 2002. 

• We expanded our mortgage servicing portfolio by 52.1 percent, with total loans serviced

for other investors reaching $21.6 billion at December 31, 2002.
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Thomas J. Hammond

Chairman of the Board
Mark T. Hammond

President, Chief Executive Officer

• We experienced a nearly 90 percent rise in the number of Flagstar shares traded.

• We were named to U.S. Banker magazine's All Star Banking Team and were ranked the

number one bank in the country. 

Looking Ahead

We will continue to build our retail banking business in 2003, with 16 new banking centers

in the pipeline for Michigan and Indiana. Three of the new banking centers will be in Wal-

Mart stores; the other 13 locations will be traditional offices with drive-through service.

Long term, we plan to open up to 100 additional banking centers over the next five years.

In mortgage lending, we began 2003 with more than $7 billion in rate-lock commitments,

our best start ever. Should interest rates remain stable or fall, we anticipate another

banner year for residential mortgages, due to a continued demand for refinances. 

Alternatively, should interest rates increase, our $21.6 billion mortgage servicing portfolio

should contribute more to earnings as refinancing becomes less attractive to customers. 

In a rising interest rate environment, we also stand to gain from increased net interest

income. It is noteworthy that in a year when we originated a record number of mortgages,

our retail banking business contributed approximately 50 percent of pretax operating

earnings. 

In closing, we want to thank our board of directors and our 3,600 associates for their

dedication, time and service to our company. We also want to thank our stockholders for the

confidence they have placed in us. We are committed to executing a growth-oriented

business plan that focuses on profitability, superior customer service and ever-increasing

stockholder value.

Tom Hammond Mark Hammond
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We produced outstanding results in 2002, starting with earnings of $4.18 per diluted

share* versus $2.78 per diluted share* in 2001, a 50.4 percent increase. We also excelled

in return on assets, posting a return on average assets of 1.79 percent, outperforming the

1.31 percent we achieved in 2001. 

Annual dividends per share* rose from $0.183 to $0.25, an increase of 36.6 percent, and

during the year, we increased stockholders’ equity 43.7 percent to $418.9 million, giving us

an equity to assets ratio of 5.11 percent.  

In addition, asset quality improved in 2002, with nonperforming loans falling to $81.6 million,

down $6.1 million from year-end 2001. These loans represented 2.05 percent of our

investment portfolio at December 31, 2002, versus 2.77 percent at December 31, 2001.

The vast majority of nonperforming loans -- 88.8 percent -- are backed by single-family homes.

* All per share data have been restated for the 3-for-2 stock splits completed on May 31,

2002, and July 13, 2001.

Financial Highlights

In both 2001 and 2002, Flagstar posted the highest
return on equity from recurring earnings of any

publicly traded financial institution in the U.S.

Flagstar Bancorp is a

growth-oriented company,

striving for high returns

on stated equity. Over the

past five years, Flagstar

has averaged a 27.55

percent return on

average equity.
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Net earnings

*Earnings per share-basic

*Earnings per share-diluted

Total assets

Total deposits

Stockholders’ equity

Mortgage loan originations

Mortgage loans serviced for others

Return on average assets

Return on average equity

1999

$38,421

$1.25

$1.22

$4,310,039

$2,260,963

$185,714

$14,550,258

$9,519,926

1.05%

21.37%

1998

$41,063

$1.33

$1.29

$3,046,445

$1,923,370

$163,852

$18,852,885

$11,472,211

1.45%

28.77%

2000

$28,934

$1.06

$1.05

$5,763,224

$3,407,965

$196,830

$9,865,152

$6,644,482

0.56%

15.47%

2001

$82,940

$2.99

$2.78

$6,623,824

$3,608,103

$291,488

$32,996,998

$14,222,802

1.31%

34.98%

2002

$129,343

$4.43

$4.18

$8,203,702

$4,373,889

$418,946

$43,192,312

$21,586,797

1.79%

37.14%

* All per share data have been restated for the 3-for-2 stock splits completed on May 31, 2002, 
and July 13, 2001.
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GROWING AS A BANK

Retail Banking

In Michigan and Indiana, we continued to
take advantage of consolidations in the
financial services industry to open banking
centers in locations formerly occupied by
competitors. These offices provide easy
entry into communities where we can
capitalize on the market for our products
and services. 

We experienced strong deposit growth in
2002 both at our traditional banking
centers and the in-store offices opened as
part of our program with Wal-Mart Stores.
Accounts at our in-store branches climbed
51 percent to more than 13,000, with total
new accounts rising 57 percent to 18,500.
In addition, our public funds deposits soared
to more than $800 million after just 14
months of operation. 

Throughout the year, we differentiated
ourselves in the marketplace through
competitive pricing, people-friendly hours
and our signature sit-down banking, where
customers can conduct their banking in
private surroundings, one-on-one, with our
customer service representatives.

Retail Banking
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Community Lending
HELPING OUR 

COMMUNITIES GROW

Community Lending

At heart we are a community bank,
committed to helping our customers and
their communities prosper and grow.
Through our consumer and commercial
loans, as well as our mortgage lending, we
contribute to the economic vitality of the
communities we serve. 

We also provide direct support for our
communities through contributions to
scores of charitable and community
organizations, including the United Way,
Habitat for Humanity, Toys for Tots, as well
as many others.

Because housing finance is our primary lending activity, we frequently partner with
community organizations to provide housing opportunities, financial education and other
community services that help build strong neighborhoods. For example, in Michigan, we
partnered with the Detroit Neighborhood Housing Services in a program to help low-income
families save to buy homes, and in Indiana we supported the efforts of the Hispanic
Education Center to provide a homebuyer education program for Hispanic residents in
Indianapolis. 

We also work closely with Fannie Mae, Freddie Mac, the Federal Housing Administration and
the Michigan State Housing Authority to offer affordable community-lending products. 

In addition to providing financial support, we volunteer the time and talents of our employees
to serve on the boards of organizations such as New Hope Community Development Non-
Profit Housing Corp., Housing Opportunities for Macomb and the Jackson Affordable
Housing Corp. 

In 2002, Flagstar received a top public service award from the Oakland County, Michigan,
county executive for its contributions to local charitable causes. 

9



Consumer Lending

Led by strong growth in home equity lines of credit,

total consumer loans, including auto, boat and

recreational vehicle loans, increased 14.4 percent

from December 31, 2001, to $339.3 million. 

Looking ahead, we plan to increase our consumer

business by offering home equity lines of credit in

additional states and by expanding our home

improvement loan product line. 

Commercial Lending

We understand the importance of capital for small- and medium-size businesses. That's why

in 2002 we made $190.5 million in loans to help businesses buy or refinance property,

purchase equipment and access the capital they need to grow. 

At December 31, 2002, our commercial loan portfolio totaled $453 million, an increase of

40.2 percent from December 31, 2001. We continue to aggressively pursue new business

opportunities, while dedicating significant resources for credit review to ensure high-quality

loans for our portfolio. 

Construction Lending

Our leadership in the mortgage business has

naturally led us to develop strong relationships with

the major homebuilders in our retail markets. In

2002, we continued to provide financing for

residential construction loans and introduced a new

renovation program for homeowners. Currently, we

have the ability to provide residential construction

loans in 30 states, with plans to expand to all 48

contiguous states in 2003.
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WHOLESALE LENDING AND 
RETAIL LOAN ORIGINATION CENTERS

Map of Locations
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Mortgage Banking
MAKING HOMEOWNERSHIP 

OUR BUSINESS

Mortgage Lending 

Since opening in 1987, Flagstar Bank has been helping people achieve the dream of

homeownership. Today we are a leader in the mortgage industry - a top originator, an

innovator in the wholesale mortgage business and a frontrunner in the technological

revolution that is sweeping the industry. We also are one of the country's top five sellers of

mortgage-backed securities via Fannie Mae. 

Mortgage loans purchased from our broker and correspondent network continued to be our

largest source of mortgage originations in 2002. Wholesale lending with mortgage brokers

and smaller financial institutions contributed $24.9 billion in business, while our

correspondent partners accounted for $14.2 billion in loans, for a total increase of 30.3

percent over 2001. In the fourth quarter of 2002, Origination News ranked Flagstar the

eighth leading wholesaler and ninth largest correspondent lender in the country. 

In wholesale lending, service means providing technology that saves time, reduces paper and

performs day in and day out. That's why we are committed to leadership in paperless

mortgage processing and closings. In fact, our online technology played a key role in helping

us efficiently process unprecedented mortgage volumes in 2002. Rather than being

processors and aggregators of paper, we want to be recognized as processors and

aggregators of electronic data.  

In 2002, we made significant advances toward a paperless environment:

• We started phasing in paperless underwriting for all Flagstar underwriting facilities by

eliminating the physical credit package through a combination of imaging technology and

data transfer. 

• We introduced a Web application for preparing closing documents and brought functions,

such as Fannie Mae's automated underwriting system, online to help our brokers automate

their businesses. 

• We started accepting appraisals via e-mail and began e-marketing our products and

services more extensively to our customers through our wholesale Web site,

www.Wholesale.Flagstar.com.
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Retail Mortgage Lending 

In 2002 Flagstar created its own brand, called (My)Net Branch,SM

to define its model for national growth of its retail mortgage

business. 

Under the (My)Net Branch brand, Flagstar offers top-producing

mortgage originators the independence and revenue opportunities

of a sole proprietor, coupled with the resources and name

recognition of a national savings bank. Ultimately, we anticipate

carrying the net branch concept to all major U.S. metropolitan

markets.

In 2002, we opened 23 (My)Net Branch locations, giving us a year-end total of 92 retail loan

origination centers in 21 states. In addition to these locations – which accounted for $4.1

billion in mortgage loans in 2002 – we also originate mortgage loans through our extensive

network of retail banking centers. 

Warehouse Lending

In our role as a warehouse lender, we advance funds to mortgage companies to facilitate

closings. Our ability to provide this specialized financing has strengthened our relationships

with our correspondent customers. In 2002, we extended credit to 170 customers for $1.1

billion, of which $558.8 million was drawn and outstanding at year end.
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Loan Sales and Servicing

Flagstar originates and purchases large volumes of residential mortgages,

investing in some and packaging the remainder into mortgage-backed

securities. We retain the servicing rights on the loans we sell, collecting

homeowners' mortgage payments, property taxes and hazard insurance

premiums monthly and distributing

payments to investors, all for a fee. 

The fee revenue from servicing loans

acts, in most cases, as a natural hedge

against an upturn in interest rates,

providing a source of revenue in a rising

interest rate environment when loan

origination income may decline. At

December 31, 2002, our residential

mortgage servicing portfolio reached

$21.6 billion, a new record. 
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FLAGSTAR BANCORP, INC.

Thomas J. Hammond Chairman of the Board

Mark T. Hammond Vice Chairman of the Board,

Chief Executive Officer,

President

Charles Bazzy Director

Michael W. Carrie Director,

Treasurer,

Chief Financial Officer,

Executive Vice President

James D. Coleman Director

Richard S. Elsea Director

Kirstin A. Hammond Director,

Executive Vice President

David V. Johnson Director

John R. Kersten Director

C. Michael Kojaian Director

Robert O. Rondeau, Jr. Director,

Executive Vice President

Joan H. Anderson Executive Vice President

Mary Kay McGuire Senior Vice President, 

Secretary 

Marie A. Ralko              Senior Vice President

FLAGSTAR BANK, fsb

Thomas J. Hammond Chairman of the Board

Mark T. Hammond Vice Chairman of the Board,

Chief Executive Officer,

President

Charles Bazzy Director

Michael W. Carrie Director,

Treasurer,

Chief Financial Officer,
Executive Vice President

James D. Coleman Director

Richard S. Elsea Director

John R. Kersten Director

C. Michael Kojaian Director

Mary Kay McGuire Director, 

Secretary, 

Senior Vice President

Joan H. Anderson Executive Vice President

Kirstin A. Hammond   Executive Vice President

Robert O. Rondeau, Jr. Executive Vice President

M. David Bowers Senior Vice President

William S. Brooks Senior Vice President

Andrea L. Bushong Senior Vice President

Alessandro P. DiNello Senior Vice President

Jean R. Garrick Senior Vice President

Albert J. Gladner       Senior Vice President,

General Counsel

Charles C. Kirkpatrick Senior Vice President,

Chief Information Officer

John P. Marecki Senior Vice President

Marie A. Ralko Senior Vice President

William M. Robinson, III Senior Vice President

Karen F. Shreve Senior Vice President

Mark C. Stevens Senior Vice President

Linda R. Terrasi Senior Vice President

FLAGSTAR CAPITAL
CORPORATION

Thomas J. Hammond Chairman of the Board

Mark T. Hammond Vice Chairman of the Board,

Chief Executive Officer,

President

Michael W. Carrie      Director,

Treasurer,

Chief Financial Officer,

Executive Vice President

Joan H. Anderson Director,

Executive Vice President

Jack Christenson Director

Robert W. DeWitt Director

Mary Kay McGuire Director, 

Secretary

FLAGSTAR TRUST 

Thomas J. Hammond  Administrative Trustee

Mark T. Hammond Administrative Trustee

Joan H. Anderson Administrative Trustee

Michael W. Carrie  Administrative Trustee    

Directors and Senior Officers
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For help with name, address or stock ownership changes, to report lost or stolen stock
certificates or to get assistance with other stockholder issues, please contact our agent
directly:

Registrar and Transfer Co.
Attention: Investor Relations
10 Commerce Drive
Cranford, NJ  07016
(800) 368-5948
e-mail:  info@rtco.com   
www.rtco.com

In all communication with Registrar and Transfer Co., be sure to mention Flagstar Bancorp
and provide your name as it appears on your stock certificate, along with your Social Security
number, daytime phone number and current address.

In addition, individual investors may report a change of address, request a stockholder
account transcript, place a stop on a certificate or obtain a variety of forms by logging on to
www.rtco.com and clicking Investor Services.

Dividend Reinvestment Plan

Under Flagstar Bancorp's dividend reinvestment plan, registered stockholders may
purchase additional shares of Flagstar Bancorp stock by reinvesting their cash dividends.
There is no minimum investment required to participate in the plan. For more information,
contact Registrar and Transfer Co. 

Direct Deposit of Dividends

Registered stockholders of Flagstar Bancorp common stock can have their dividend
payments deposited into their checking, savings or money market account at any financial
institution in the United States that accepts electronic deposits. A brochure describing the
service and an authorization form are available from the Registrar and Transfer Co.

Equal Employment Opportunity/Equal Housing Lender

Flagstar Bancorp does not discriminate against any person on the basis of race, color,
religion, national origin, sex, age, handicap, height, weight, familial status, marital status,
veteran disability or Vietnam veteran status with respect to recruiting, hiring, promoting,
transferring, terminating and other terms and conditions of employment. We also are an
equal housing lender.

Stockholder Assistance
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