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SECURITIES EXCHANGE ACT OF 1934
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Common Stock, $1.00 Par Value

2
PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
MARSHALL & ILSLEY CORPORATION
CONSOLIDATED BALANCE SHEETS (Unaudited)
($000's except share data)
Assets

Cash and cash equivalents:
Cash and due from banks
Federal funds sold and security resale agreements
Money market funds

Total cash and cash equivalents

Investment securities:
Trading securities, at market value
Interest bearing deposits at other banks
Available for sale, at market value
Held to maturity, market value $698,534
($765,101 December 31, and $802,354 June 30, 2004)

Total investment securities

Loans held for sale

Loans and leases:
Loans and leases, net of unearned income

Less: Allowance for loan and lease losses
Net loans and leases

Premises and equipment, net

Goodwill and other intangibles

Accrued interest and other assets

Total Assets

Liabilities and Shareholders' Equity
Deposits:

Noninterest bearing

Interest bearing

Total deposits

Federal funds purchased and security repurchase agreements

Other short-term borrowings
Accrued expenses and other liabilities

June 30, December 31, June
2005 2004 20
976,073 $ 838,668 82
217,139 72,515 25

51,410 76,955 5
1,244,622 988,138 1,13
22,539 18,418 2
14,362 23,105 2

5,572,628 5,358,999 5,14
668,107 726,386 76

6,277,636 6,126,908 5,96
193,092 81,662 8

31,952,759 29,455,110 27,11
360,138 358,110 35
31,592,621 29,097,000 26,75
448,730 467,225 43
2,159,624 2,126,433 1,26
1,567,395 1,550,036 1,42
43,483,720 $ 40,437,402 37,07
5,088,947 S 4,888,426 4,70
20,972,493 21,566,661 20,51
26,061,440 26,455,087 25,22

1,705,817 1,488,855 1,26

3,456,383 2,041,181 2,29

1,576,211 1,535,866 1,14
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Long-term borrowings
Total liabilities

Shareholders' equity:
Series A convertible preferred stock, $1.00 par value;
2,000,000 shares authorized
Common stock, $1.00 par value; 244,432,222 shares
issued (244,432,222 shares at December 31, 2004
and 240,832,522 shares at June 30, 2004)
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income,
net of related taxes
Less: Treasury stock, at cost: 14,782,208 shares
(17,091,528 December 31, and
18,056,286 June 30, 2004)
Deferred compensation

Total shareholders' equity

Total Liabilities and Shareholders' Equity

See notes to financial statements.

MARSHALL & ILSLEY CORPORATION

6,470,684

39,270,535

244,432
676,386
3,763,977
15,508

448,212
38,906

5,026,599

36,547,588

244,432
671,815
3,508,477
23,338

518,231
40,017

CONSOLIDATED STATEMENTS OF INCOME (Unaudited)

($000's except per share data)

Interest income
Loans and leases
Investment securities:
Taxable
Exempt from federal income taxes
Trading securities
Short-term investments

Total interest income

Interest expense

Deposits
Short-term borrowings
Long-term borrowings

Total interest expense

Net interest income
Provision for loan and lease losses

Three Months Ended

June 30,

2005 2004
S 461,532 $ 334,525
53,265 48,623
16,103 14,422
47 55
2,294 404
533,241 398,029
122,803 57,999
28,391 14,260
77,284 41,762
228,478 114,021
304,763 284,008
13,725 9,227
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Net interest income after provision
for loan and lease losses 291,038 274,781

Other income

Data processing services 271,664 197,344
Item processing 10,716 10,902
Trust services 41,107 37,922
Service charges on deposits 23,936 25,083
Gains on sale of mortgage loans 9,489 8,976
Other mortgage banking revenue 984 2,725
Net investment securities gains 29,422 77
Life insurance revenue 8,055 7,096
Other 47,193 39,860
Total other income 442,566 329,985

Other expense

Salaries and employee benefits 262,389 211,881
Net occupancy 20,789 18,238
Equipment 30,076 26,244
Software expenses 14,143 12,481
Processing charges 13,517 11,812
Supplies and printing 5,791 5,806
Professional services 12,802 10,288
Shipping and handling 16,751 18,087
Amortization of intangibles 8,106 5,438
Other 68,204 54,403
Total other expense 452,568 374,678
Income before income taxes 281,036 230,088
Provision for income taxes 92,549 78,379
Net income S 188,487 S 151,709

Net income per common share

Basic $ 0.82 $ 0.68
Diluted 0.81 0.67
Dividends paid per common share S 0.240 s 0.210

Weighted average common shares outstanding (000's):
Basic 228,630 221,950
Diluted 232,747 225,502

See notes to financial statements.

MARSHALL & ILSLEY CORPORATION
CONSOLIDATED STATEMENTS OF INCOME (Unaudited)
($000's except per share data)

Six Months Ended
June 30,
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Interest income
Loans and leases
Investment securities:
Taxable
Exempt from federal income taxes
Trading securities
Short-term investments

Total interest income

Interest expense
Deposits
Short-term borrowings
Long-term borrowings

Total interest expense

Net interest income
Provision for loan and lease losses

Net interest income after provision
for loan and lease losses

Other income
Data processing services
Item processing
Trust services
Service charges on deposits
Gains on sale of mortgage loans
Other mortgage banking revenue
Net investment securities gains (losses)
Life insurance revenue
Other

Total other income

Other expense
Salaries and employee benefits
Net occupancy
Equipment
Software expenses
Processing charges
Supplies and printing
Professional services
Shipping and handling
Amortization of intangibles
Other

Total other expense

Income before income taxes
Provision for income taxes

Net income

$

878,376

105,208
31,510
116
3,638

1,018,848

226,293
50,353
145,658

422,304

596,544
21,851

574,693

544,031
21,281
81,453
47,506
16,426

2,017
35,271
14,264
89,851

852,100

500, 921
43,153
61,086
27,495
28,442
12,287
23,688
36,386
16,198

139,358

889,014

537,779
179,712

660,477

96, 940
28,593
145
947

787,102

113,548
30,096
80,814

224,458

562,644
18,254

544,390

383,468
22,334
74,172
50, 606
14,175

4,490
(452)

13,776

80,845

643,414

415,809
37,433
54,412
23,706
24,861
11,512
19, 360
34,511
10,890

104,512

737,006

450,798
152,980
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Net income per common share
Basic
Diluted

Dividends paid per common share

Weighted average common shares outstanding (000's)
Basic

Diluted

See notes to financial statements.

MARSHALL & ILSLEY CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

($000's)

Net Cash Provided by Operating Activities

Cash Flows

Investing Activities:
Proceeds sales of securities available for sale
Proceeds
Proceeds from maturities of securities held to maturity
Purchases of securities available for sale

Net increase in loans

Purchases of assets to be leased

Principal payments on lease receivables

Purchases of premises and equipment, net

Acquisitions, net of cash and cash equivalents acquired
Other

Net cash used in investing activities

Cash Flows From Financing Activities:
Net (decrease) increase in deposits
Proceeds from issuance of commercial paper
Principal payments on commercial paper
Net increase (decrease) in other short-term borrowings
Proceeds from issuance of long-term borrowings
Payments of long-term borrowings
Dividends paid
Purchases of common stock
Other

Net cash provided by financing activities
(decrease)

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of period

from maturities of securities available for sale

$

1.57 $ 1.34
1.54 1.32
0.450 s 0.390
228,097 222,125
232,125 225,764
(Unaudited)
Six Months Ended
June 30,

2005 2004
349,951 s 418,748
82,409 8,890
575,259 740,921
58,468 51,142
(857,602) (1,183,926)
(2,526,610) (2,118,630)
(142,589) (104,414)
100,071 151,108
(18,022) (28,519)
(15,910) (165,673)
3,270 11,207
(2,741,256) (2,637,894)
(369,087) 2,970,412
2,566,764 3,029,442
(2,582,429) (3,027,527)
1,197,465 (1,444,961)
2,030,041 1,178,185
(123,569) (117,094)
(102,567) (86,417)
- (98,381)
31,171 39,759
2,647,789 2,443,418
256,484 224,272
988,138 911, 626
1,244,622 S 1,135,898



Edgar Filing: MARSHALL & ILSLEY CORP/WI/ - Form 10-Q

Supplemental cash flow information:

Cash paid during the period for:
Interest $ 355,298 S 194,136
Income taxes 169,032 138,953

See notes to financial statements.

MARSHALL & ILSLEY CORPORATION
Notes to Financial Statements
June 30, 2005 & 2004 (Unaudited)

1. The accompanying unaudited consolidated financial statements should
be read in conjunction with Marshall & Ilsley Corporation's ("M&I"
or "Corporation") 2004 Annual Report on Form 10-K. The unaudited
financial information included in this report reflects all
adjustments consisting only of normal recurring accruals and
adjustments which are necessary for a fair statement of the
financial position and results of operations as of and for the three
and six months ended June 30, 2005 and 2004. The results of
operations for the three and six months ended June 30, 2005 and 2004
are not necessarily indicative of results to be expected for the
entire year. Certain amounts in the 2004 consolidated financial
statements and analyses have been reclassified to conform with the
2005 presentation.

2. New Accounting Pronouncements

The Financial Accounting Standards Board ("FASB") issued Statement
of Financial Accounting Standards No. 154, Accounting Changes and
Error Corrections ("SFAS 154"). This statement is effective for
accounting changes and corrections of errors made after January 1,
2006. SFAS 154 generally requires retrospective application of
prior periods' financial statements of a voluntary change in
accounting principle. However, this statement does not change the
transition provisions of any existing accounting pronouncement,
including those that are in a transition phase as of the effective
date of SFAS 154.

In December 2004, the Financial Accounting Standards Board ("FASB")
issued Statement of Financial Accounting Standards No. 123 (revised
2004), Share-based Payment ("SFAS 123 (R)"). SFAS 123 (R) replaces
FASB Statement No. 123, Accounting for Stock-Based Compensation and
supercedes Accounting Principles Board Opinion No. 25, Accounting
for Stock Issued to Employees. SFAS 123 (R) requires that
compensation costs relating to share-based payment transactions be
recognized in financial statements. That cost is measured based on
the fair value of the equity or liability instruments issued. SFAS
123 (R) covers a wide range of share-based compensation arrangements
including share options, restricted share plans, performance based
awards, share appreciation rights, and employee share purchase
plans. SFAS 123 (R) also provides guidance on measuring the fair
value of share-based payment awards.

The Corporation was originally required to adopt SFAS 123 (R)
beginning in the third quarter of 2005. In April 2005, the
Securities and Exchange Commission ("SEC") announced the adoption of
a new rule that amends the compliance dates for SFAS 123 (R). The
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new rule allows companies to implement SFAS 123 (R)

at the beginning

of their next fiscal year. The Corporation plans to adopt SFAS

123 (R) effective January 1, 2006.

On March 29, 2005 the SEC released Staff Accounting Bulletin No.
107, "Share-based Payment" ("SAB 107"). SAB 107 expresses views of
the SEC Staff regarding the application of SFAS 123 (R). SAB 107 is
intended to assist both public entities in applying the provisions
of SFAS 123 (R) and investors and other users of financial statements
in analyzing the information provided under SFAS 123 (R).

On May 31, 2005, the FASB issued FSP EITF 00-19-1,

"Application of

EITF Issue No. 00-19 to Freestanding Financial Instruments

Originally Issued as Employee Compensation."

The guidance in this

FSP should be applied in accordance with the effective date and

transition provisions of Statement 123 (R).
a requirement to deliver registered shares,

This FSP clarifies that
in and of itself, will

not result in liability classification for freestanding financial
instruments originally issued as employee compensation.

MARSHALL & ILSLEY CORPORATION

Notes to Financial Statements - Continued
June 30, 2005 & 2004 (Unaudited)

Comprehensive Income

The following tables present the Corporation's comprehensive income

(000's) :

Net income

Other comprehensive income:
Unrealized gains (losses) on securities:
Arising during the period
Reclassification for securities
transactions included in net income

Unrealized gains (losses)
Net gains (losses) on derivatives
hedging variability of cash flows:
Arising during the period
Reclassification adjustments for
hedging activities included in net income
Net gains (losses)

Other comprehensive income (loss)

Total comprehensive income

Three Months Ended June 30, 2005

Before-Tax Tax (Expense) Net—-o0f-Ta
Amount Benefit Amount
$ 188,48

49,028 S (17,313) 31,71

(144) 50 (9
48,884 (17,263) 31,62

403 (141) 26

(34) 12 (2

369 S (129) 24

31, 86

S 220, 34
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Three Months Ended June 30, 2004

Before-Tax Tax (Expense) Net—-o0f-Ta
Amount Benefit Amount
Net income S 151,70
Other comprehensive income:
Unrealized gains (losses) on securities:
Arising during the period $ (142,839) s 50,282 (92,55
Reclassification for securities
transactions included in net income 10 (3)
Unrealized gains (losses) (142,829) 50,279 (92,55
Net gains (losses) on derivatives
hedging variability of cash flows:
Arising during the period (4,286) 1,500 (2,78
Reclassification adjustments for
hedging activities included in net income 7,991 (2,797) 5,19
Net gains (losses) $ 3,705 $ (1,297) 2,40
Other comprehensive income (loss) (90, 14
Total comprehensive income $ 61,56
MARSHALL & ILSLEY CORPORATION
Notes to Financial Statements - Continued
June 30, 2005 & 2004 (Unaudited)
Six Months Ended June 30, 2005
Before-Tax Tax (Expense) Net-o0f-Ta
Amount Benefit Amount
Net income S 358,06
Other comprehensive income:
Unrealized gains (losses) on securities:
Arising during the period $ (26,691) s 9,426 (17,26
Reclassification for securities
transactions included in net income (118) 41 (7
Unrealized gains (losses) (26,809) 9,467 (17, 34
Net gains (losses) on derivatives
hedging variability of cash flows:
Arising during the period 11,594 (4,058) 7,53
Reclassification adjustments for
hedging activities included in net income 3,040 (1,064) 1,97
Net gains (losses) S 14,634 S (5,122) 9,51
Other comprehensive income (loss) (7,83
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Total comprehensive income

Net income

Other comprehensive income:

Unrealized gains (losses) on securities:

Six Months Ended June 30, 2004

Arising during the period
Reclassification for securities
transactions included in net income

Unrealized gains (losses)

Net gains (losses) on derivatives
hedging variability of cash flows:
Arising during the period
Reclassification adjustments for
hedging activities included in net income

Net gains (losses)

Other comprehensive income (loss)

Total comprehensive income

Before-Tax Tax (Expense) Net—-o0f-Ta
Amount Benefit Amount

$ 297,81

$ (100,395) s 35,385 (65,01

10 (3)

(100, 385) 35,382 (65,00

(989) 346 (64

16,985 (5,945) 11,04

S 15,996 S (5,599) 10,39
(54, 60

S 243,21

A reconciliation of the numerators and denominators of the basic and
(dollars and shares in

diluted per share computations are as follows

thousands, except per share data):

Basic Earnings Per Share

Income Available to Common Shareholders

Effect of Dilutive Securities

Stock Options, Restricted Stock
and Other Plans

Diluted Earnings Per Share

Income Available to Common Shareholders

Three Months Ended June 30, 2005

Income
(Numerator)

$ 188,487
$ 188,487

MARSHALL & ILSLEY CORPORATION

Average Shares
(Denominator)

Per Share
Amount

10
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Notes to Financial Statements - Continued

June 30, 2005 & 2004

Basic Earnings Per Share
Income Available to Common Shareholders

Effect of Dilutive Securities
Stock Options, Restricted Stock
and Other Plans

Diluted Earnings Per Share
Income Available to Common Shareholders

Basic Earnings Per Share
Income Available to Common Shareholders

Effect of Dilutive Securities
Stock Options, Restricted Stock
and Other Plans

Diluted Earnings Per Share
Income Available to Common Shareholders

Basic Earnings Per Share
Income Available to Common Shareholders

Effect of Dilutive Securities
Stock Options, Restricted Stock
and Other Plans

Diluted Earnings Per Share
Income Available to Common Shareholders

Options to purchase shares of common stock not included in the
computation of diluted net income per share because the exercise

(Unaudited)

Three Months Ended June 30, 2004

Income
(Numerator)

151,709

151,709

Average Shares
(Denominator)

Per Share
Amount

Six Months Ended June 30, 2005

Income
(Numerator)

358,067

358,067

Average Shares
(Denominator)

Per Share
Amount

Six Months Ended June 30, 2004

Income
(Numerator)

297,818

297,818

Average Shares
(Denominator)

Per Share
Amount

11
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prices of the options were greater than the average market price of
the common shares are as follows:

Three Months Ended June 30,

Six Months Ended June 30,

Range $43.310 - $44.200 $39.090 - $41.150 $42.710 - $44.200 $39.090

Statement of Financial Accounting Standards No. 123 ("SFAS 123"),
"Accounting for Stock-Based Compensation," establishes financial
accounting and reporting standards for stock based employee
compensation plans.

SFAS 123 defines a fair value based method of accounting for
employee stock options or similar equity instruments. Under the
fair value based method, compensation cost is measured at the grant
date based on the fair value of the award using an option-pricing
model that takes into account the stock price at the grant date, the
exercise price, the expected life of the option, the volatility of
the underlying stock, expected dividends and the risk-free interest
rate over the expected life of the option. The resulting
compensation cost is recognized over the service period, which is
usually the vesting period.

MARSHALL & ILSLEY CORPORATION
Notes to Financial Statements - Continued
June 30, 2005 & 2004 (Unaudited)

Compensation cost can also be measured and accounted for using the
intrinsic value based method of accounting prescribed in Accounting
Principles Board Opinion No. 25 ("APBO 25"), "Accounting for Stock
Issued to Employees." Under the intrinsic value based method,
compensation cost is the excess, if any, of the quoted market price
of the stock at grant date or other measurement date over the amount
paid to acquire the stock.

The largest difference between SFAS 123 and APBO 25 as they relate
to the Corporation is the amount of compensation cost attributable
to the Corporation's fixed stock option plans and employee stock
purchase plan ("ESPP"). Under APBO 25 no compensation cost is
recognized for fixed stock option plans because the exercise price
is equal to the quoted market price at the date of grant and
therefore there is no intrinsic value. SFAS 123 compensation cost
would equal the calculated fair value of the options granted. Under
APBO 25 no compensation cost is recognized for the ESPP because the
discount (15%) and the plan meets the definition of a qualified plan
under the Internal Revenue Code and meets the requirements of APBO
25. Under SFAS 123 the safe-harbor discount threshold is 5% for a
plan to be non-compensatory. SFAS 123 compensation cost would equal
the initial discount (15% of beginning of plan period price per
share) plus the value of a one year call option on 85% of a share of
stock for each share purchased.

As permitted by SFAS 123, the Corporation continues to measure
compensation cost for such plans using the accounting method

$41.150

12
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prescribed by APBO 25.

Had compensation cost for the Corporation's ESPP and options granted

after January 1, 1995 been determined consistent with SFAS 123,

See Note 2.

Corporation's net income and earnings per share would have been

reduced to the following estimated pro forma amounts

per share data):

($000's except

Three Months Ended

June 30,
2005 2004
Net Income, as reported $ 188,487 $ 151,709
Add: Stock-based employee compensation
expense included in reported
net income, net of tax 4,560 1,432
Less: Total stock-based employee compensation
expense determined under fair
value based method for all awards,
net of tax (9,477) (6,784)
Pro forma net income $ 183,570 $ 146,357
Basic earnings per share:
As reported $0.82 $0.68
Pro forma 0.80 0.66
Diluted earnings per share:
As reported $0.81 $0.67
Pro forma 0.78 0.65

the

Six Months Ended

June 30,

2005 20

$ 358,067 $ 297,
5,632 2,
(15,045) (12,

$ 348,654 $ 287,
$1.57 S1
1.53 1
$1.54 S1
1.50 1

The fair value of each option grant was estimated as of the date of
grant using the Black-Scholes closed form option-pricing model for

options granted prior to September 30,

2004. A form of a lattice

option-pricing model was used for options granted after September

30

, 2004.

5. Recently Announced Acquisitions

The following acquisitions,
business combinations,

20

In

employee benefit and consumer-directed healthcare accounts.

05:

May 2005,

Inc.

which are not considered to be material
were announced during the second quarter of

Metavante announced the signing of a definitive
agreement to acquire Med-i-Bank,
Massachusetts.

("MBI") of Waltham,

MBI provides electronic payment services for

offers flexible spending accounts,
and health savings account systems for third-party administrators

and health plans.

On July 22,

2005

MBI
health reimbursement arrangement

, Metavante completed the

acquisition of all of the outstanding capital stock of MBI for

$150.5 million.

of

as

Total consideration consisted of 2.9 million shares

the Corporation's common stock valued at $133.8 million and
$16.7 million in cash.
of appraisals and valuations of the assets acquired and liabilities

sumed,

Initial goodwill,

amounted to $123.4 million.
intangible asset to be amortized (customer relationships)

subject to the completion

The estimated identifiable
with an

13
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estimated useful life of 10 years amounted to $25.0 million. The
goodwill and intangibles resulting from this transaction are not
deductible for tax purposes.

MARSHALL & ILSLEY CORPORATION
Notes to Financial Statements - Continued
June 30, 2005 & 2004 (Unaudited)

In June 2005, Metavante signed a definitive agreement to acquire
TREEV LLC ("TREEV"), of Herndon, Virginia. On August 8, 2005,
Metavante completed the acquisition of all of the outstanding stock
of TREEV for $19.5 million. Total consideration consisted of 0.4
million shares of the Corporation's common stock valued at $16.4
million and $3.0 million in cash. TREEV provides browser-based
document and report management software and consulting services to
the financial-services industry in both lending and deposit
environments. TREEV will complement Metavante's check-imaging
products and services by providing solutions for document storage
and retrieval, including electronic report storage.

In June 2005, Metavante agreed to buy GHR Systems, Inc. ("GHR") for
$65 million. This transaction will add consumer finance and
mortgage loan origination solutions to Metavante's financial
services lines. GHR of Wayne, Pennsylvania provides loan
origination technologies for the residential mortgage and consumer
finance industries, offering point of sale products for any channel
together with comprehensive underwriting, processing and closing
technologies. It 1is expected that this transaction will be funded
with approximately $55 million of the Corporation's common stock and
$10 million in cash. The transaction is expected to close in the
third quarter of 2005 pending regulatory approval and satisfaction
of other customary closing conditions.

Selected investment securities, by type, held by the Corporation are
as follows ($000's):

June 30, December 31, June 30,
2005 2004 2004

Investment securities available for sale:

U.S. treasury and government agencies S 4,254,711 S 4,157,374 4,096,353

State and political subdivisions 671,782 504,027 397,764

Mortgage backed securities 144,070 150,658 141,448

Other 502,065 546,940 509,046
Total $ 5,572,628 S 5,358,999 5,144,611
Investment securities held to maturity:

State and political subdivisions S 665,807 S 724,086 767,580

Other 2,300 2,300 2,319
Total $ 668,107 $ 726,386 769,899

The following table provides the gross unrealized losses and fair
value, aggregated by investment category and the length of time the

14
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individual securities have been in a continuous unrealized loss
position, at June 30, 2005 ($000's):

Total

Fair Unrea

Value Los

2,663,253 S 2
97,690
92,158
7,971

2,861,072 $ 3

Less than 12 months 12 months or more
Fair Unrealized Fair Unrealized
Value Losses Value Losses
U.S. treasury and
government agencies $ 1,936,074 $ 14,752 S 727,179 $ 14,305 S
State and political
subdivisions 44,000 393 53,690 728
Mortgage backed securities 92,158 804 - -
Other 6,999 1 972 10
Total $ 2,079,231 $ 15,950 s 781,841 $ 15,043 s

The Corporation believes that the unrealized losses in the
investment securities portfolio resulted from increases in market
interest rates and not from deterioration in the creditworthiness of
the issuer.

12
MARSHALL & ILSLEY CORPORATION
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7. The Corporation's loan and lease portfolio, including loans held for
sale, consisted of the following ($000's):
June 30, December 31,
2005 2004
Commercial, financial and agricultural $ 9,147,994 $ 8,483,046 S
Cash flow hedging instruments at fair value (4,549) (1,583)
Commercial, financial and agricultural 9,143,445 8,481,463
Real estate:
Construction 2,984,601 2,265,227
Residential mortgage 9,313,118 8,548,029
Commercial mortgage 8,585,700 8,164,099
Total real estate 20,883,419 18,977,355
Personal 1,526,442 1,540,024
Lease financing 592,545 537,930
Total loans and leases $ 32,145,851 $ 29,536,772 $

June 30,
2004

7,785,955
(26,772)

7,759,183

1,875,852
7,720,641
7,696,070

17,292,563

1,590,166
553,403

8. Sale of Receivables

During the second quarter of 2005, automobile loans with principal
balances of $115.4 million were sold in securitization transactions.

15
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Net losses of $1.9 million were recognized and are reported in Other
income in the Consolidated Statements of Income. Other income
associated with auto securitizations, primarily servicing fees,
amounted to $3.5 million in the current quarter.

Key economic assumptions used in measuring the retained interests at
the date of securitization resulting from securitizations completed
during the second quarter were as follows (rate per annum) :

Prepayment speed (CPR) 15-40 %
Weighted average life (in months) 20.0

Expected credit losses (based on original balance) 0.22-0.74 %
Residual cash flow discount rate 12.0 %
Variable returns to transferees Forward one month

LIBOR yield curve

At June 30, 2005, securitized automobile loans and other automobile
loans managed together with them, along with delinquency and credit
loss information consisted of the following ($000's):

Total
Securitized Portfolio Managed
Loan balances S 950,358 $ 246,847 1,197,205
Principal amounts of loans
60 days or more past due 908 443 1,351
Net credit losses year to date 1,010 342 1,352
9. Goodwill and Other Intangibles
The changes in the carrying amount of goodwill for the six months
ended June 30, 2005 are as follows ($000's):
Banking Metavante Others Total
Goodwill balance as of
January 1, 2005 $ 815,086 $ 978,418 S 5,412 § 1,798,916
Goodwill acquired during the period - 20,675 - 20,675
Purchase accounting adjustments (114) 20,270 3,598 23,754
Goodwill balance as of
June 30, 2005 $ 814,972 S 1,019,363 s 9,010 $ 1,843,345

Goodwill acquired for the Metavante segment includes initial
goodwill relating to the acquisition of Prime Associates, Inc. in
the first quarter of 2005.

13
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Purchase accounting adjustments for Metavante for the six months
ended June 2005 represent adjustments made to the initial estimates
of fair value associated with the acquisitions of Kirchman
Corporation, Advanced Financial Solutions, Inc. and its affiliated
companies, NYCE Corporation, Response Data Corp., NuEdge Systems
LLC, and VECTORsgi Holdings, Inc. Purchase accounting adjustments
for Metavante also include the effect of a contingent payment made
in the first quarter of 2005 in connection with the Printing For
Systems, Inc. acquisition. Purchase accounting adjustments for the
Others segment included the effect of a contingent payment made for
an acquisition made by the Corporation's Trust subsidiary in 2004,
net of the reduction of goodwill allocated to the sale of a small
business line. Purchase accounting adjustments for the Banking
segment was the reduction of goodwill allocated to a branch
divestiture.

At June 30, 2005, the Corporation's other intangible assets

consisted of the following ($000's):

June 30, 2005

Accum-—
Gross ulated Net
Carrying Amort-— Carrying
Amount ization Value
Other intangible assets:
Core deposit intangible $ 152,816 S 74,538 $ 78,278
Data processing contract rights/customer lists 254,780 25,150 229,630
Trust customers 4,750 1,011 3,739
Tradename 2,775 2,325 450
Other Intangibles 1,250 277 973
$ 416,371 $ 103,301 s 313,070
Mortgage loan servicing rights $ 3,209
10. The Corporation's deposit liabilities consisted of the following
($000's) :
June 30, December 31, June 30,
2005 2004 2004
Noninterest bearing demand S 5,088,947 S 4,888,426 S 4,709,873
Savings and NOW 9,999,393 10,118,415 9,101,821
Cash flow hedge-Brokered MMDA (2,998) (1,445) ——
Total Savings and NOW 9,996,395 10,116,970 9,101,821
CD's $100,000 and over 5,980,536 5,592,947 5,379,731
Cash flow hedge-Institutional CDs (13,944) (8,977) (8,613)
Total CD's $100,000 and over 5,966,592 5,583,970 5,371,118
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Other time deposits 3,006,936 2,721,214 2,632,467
Foreign deposits 2,002,570 3,144,507 3,410,007
Total deposits $ 26,061,440 $ 26,455,087 $ 25,225,286

11. Derivative Financial Instruments and Hedging Activities

The following is an update of the Corporation's use of derivative
financial instruments and its hedging activities as described in its
Annual Report on Form 10-K for the year ended December 31, 2004.
Generally there were no substantive changes in the types of
derivative financial instruments the Corporation employs or its
hedging activities in the six months ended June 30, 2005.

Trading Instruments and Other Free Standing Derivatives

Loan commitments accounted for as derivatives are not material to
the Corporation and the Corporation does not employ any formal
hedging strategies.

Trading and free-standing derivative contracts are not linked to
specific assets and liabilities on the balance sheet or to
forecasted transactions in an accounting hedge relationship and,
therefore, do not qualify for hedge accounting under SFAS 133. They
are carried at fair value with changes in fair value recorded as a
component of other noninterest income.
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At June 30, 2005, free standing interest rate swaps consisted of
$1.8 billion in notional amount of receive fixed/pay floating with
an aggregate negative fair value of $1.7 million and $1.0 billion in
notional amount of pay fixed/receive floating with an aggregate
positive fair value of $1.5 million.

At June 30, 2005, interest rate caps purchased amounted to $33.8
million in notional amount with a positive fair value of $0.2
million and interest rate caps sold amounted to $33.8 million in
notional amount with a negative fair value of $0.2 million.

At June 30, 2005, the notional value of interest rate futures
designated as trading was $4.1 billion with an immaterial fair
value.

Fair Value Hedges
The following table presents updated information with respect to
selected fair value hedges.

Fair Value Hedges Weighted
June 30, 2005 Notional Fair Average
Amount Value Remaining
Hedged Hedging ($ in ($ in Term
Item Instrument millions) millions) (Yrs)
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Fixed Rate CDs Receive Fixed Swap $ 747.5 $ (9.7) 9.2
Medium Term Notes Receive Fixed Swap 366.9 (1.6) 8.1

Fixed Rate
Bank Notes Receive Fixed Swap 838.6 7.7 8.0

Institutional CDs Receive Fixed Swap 120.0 (0.1) 1.5

The impact from fair value hedges to total net interest income for
the three and six months ended June 30, 2005 was a positive $9.1
million and $19.1 million, respectively. The impact to net interest
income due to ineffectiveness was immaterial.

Cash Flow Hedges

The following table updates the Corporation's cash flow hedges.

Cash Flow Hedges Weighted
June 30, 2005 Notional Fair Average
Amount Value Remaining
Hedged Hedging ($ in ($ in Term
Item Instrument millions) millions) (Yrs)
Variable Rate Loans Receive Fixed Swap $ 1,150.0 $ (4.5) 4.4
Institutional CDs Pay Fixed Swap 2,305.0 13.9 1.1

Federal Funds
Purchased Pay Fixed Swap 300.0 (6.2) 1.9

FHLB Advances Pay Fixed Swap 920.0 8.9 2.9

Floating Rate
Bank Notes Pay Fixed Swap 125.0 (0.3) 1.8

Money Market Account Pay Fixed Swap 250.0 3.0 2.0

The impact to total net interest income from cash flow hedges,
including amortization of terminated cash flow hedges was immaterial
for the three months ended June 30, 2005 and $3.0 million for the
six months ended June 30, 2005. The impact due to ineffectiveness
was immaterial.
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12. Postretirement Health Plan

The Corporation sponsors a defined benefit health plan that provides
health care benefits to eligible current and retired employees.
Eligibility for retiree benefits is dependent upon age, years of
service, and participation in the health plan during active service.
The plan is contributory and in 1997 and 2002 the plan was amended.
Employees hired or retained from mergers after September 1, 1997
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will be granted access to the Corporation's plan upon becoming an

eligible retiree;

however,
of health care benefits.

sharing features such as deductibles and coinsurance.

Net periodic postretirement benefit costs for the three and six

month periods ended June 30,

2005 and 2004 included the following

such retirees must pay 100% of the cost
The plan continues to contain other cost-

components ($000's) :
Three Months Ended Six Months Ended
June 30, June 30,
2005 2004 2005 2004
Service cost S 552 § 631 S 1,105 s 1,262
Interest on APBO 1,159 1,366 2,318 2,732
Expected return on assets (150) - (299) -
Prior service amortization (680) (680) (1,361) (1,360)
Actuarial loss amortization 264 562 528 1,125
Other - - - -
$ 1,145 s 1,879 S 2,291 § 3,759
Benefit payments and expenses, net of participant contributions, for
the three and six months ended June 30, 2005 amounted to $1.0
million and $2.0 million, respectively.
16
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13. Segments
The following represents the Corporation's operating segments as of
and for the three and six months ended June 30, 2005 and 2004.
There have not been any changes to the way the Corporation organizes
its segments. Fees - intercompany represent intercompany revenues
charged to other segments for providing certain services. Expenses
- intercompany represent fees charged by other segments for certain
services received. For each segment, Expenses - intercompany are
not the costs of that segment's reported intercompany revenues.
Intersegment revenues, expenses and assets have been eliminated ($
in millions) :
Three Months Ended June 30, 2005
Reclass-—
ifications
Corporate & Elimi-
Banking Metavante Others Overhead nations
Net interest income S 307.2 S (6.6) S 6.1 $ (2.0) s - $
Other income
Fees - other 91.9 271.7 70.7 8.3 -
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Fees - intercompany 14.2 23.1 5.6 21.6 (64.5)
Total other income 106.1 294.8 76.3 29.9 (64.5)
Other expense

Expenses - other 158.5 227.6 32.9 34.7 (1.1)

Expenses - intercompany 41.5 9.5 12.0 0.4 (63.4)
Total other expense 200.0 237.1 44.9 35.1 (64.5)
Provision for loan

and lease losses 13.4 - 0.3 —= —=
Income (loss) before taxes 199.9 51.1 37.2 (7.2) ——
Income tax expense

(benefit) 60.4 20.3 14.4 (2.6) -
Segment income S 139.5 S 30.8 S 22.8 S (4.6) S -
Identifiable assets S 41,164.6 S 2,454 .4 S 759.5 S 733.1 $(1,627.9)
Return on average equity 16.3 % 19.7 34.5 %

Three Months Ended June 30, 2004
Reclass-
ifications
Corporate & Elimi-
Banking Metavante Others Overhead nations
Net interest income S 280.2 S (0.9) $ 6.6 S (1.9) s -
Other income

Fees - other 85.6 197.4 45.8 1.2 -

Fees - intercompany 16.6 19.2 7.0 17.6 (60.4)
Total other income 102.2 216.6 52.8 18.8 (60.4)
Other expense

Expenses - other 152.4 171.3 29.7 21.0 0.3

Expenses — intercompany 38.5 12.2 11.5 (1.5) (60.7)
Total other expense 190.9 183.5 41.2 19.5 (60.4)
Provision for loan

and lease losses 8.5 - 0.7 - -
Income (loss) before taxes 183.0 32.2 17.5 (2.06) ——
Income tax expense

(benefit) 60.0 12.6 6.9 (1.1) -—
Segment income S 123.0 S 19.6 $ 10.6 S (1.5) s -—
Identifiable assets $ 35,778.8 S 1,218.0 S 610.0 S 624.2 $ (1,159.4)
Return on average equity 16.4 % 19.3 16.8 %
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Six Months Ended June 30, 2005
Reclass-
ificati