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This filing is made pursuant
to Rule 424(b)(4) under
the Securities Act of
1933 in connection with
Registration No. 333- 106741 and 333-106037

4,600,000 Shares

Common Stock

We are selling 4,600,000 shares of our common stock in this offering. We will receive all of the net proceeds from the sale of shares of
common stock offered hereby.

To the extent that the underwriters sell more than 4,600,000 shares of common stock, the underwriters have the option to purchase up to an
additional 674,000 shares from us at the initial price to public less the underwriting discount.

Our common stock is listed on the New York Stock Exchange under the symbol �WES.� The last reported sale price of our common stock on
July 1, 2003 was $28.14 per share. Ernest Rady, Chairman of the Board of Directors and Chief Executive Officer of Westcorp, is our controlling
shareholder. Mr. Rady currently owns, directly or indirectly, and following the completion of this offering will continue to own, in excess of
60% of our outstanding common stock. Following the completion of this offering our total number of shares outstanding will increase
approximately 12%, excluding the effect of the shares issuable under the underwriters� option to purchase additional shares.

Investing in our common stock involves risks. See �Risk Factors� beginning on page 7.

The shares of common stock offered hereby are not savings accounts or deposits and are not insured by the Federal Deposit Insurance
Corporation or any other governmental authority or agency.

Underwriting
Discounts and Proceeds to

Price to Public Commissions Westcorp

Per Share $28.00 $1.40 $26.60
Total $128,800,000 $6,440,000 $122,360,000

Delivery of the shares of common stock will be made on or about July 8, 2003.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Credit Suisse First Boston            Goldman, Sachs & Co.
Bear, Stearns & Co. Inc.                     JMP Securities

The date of this prospectus is July 1, 2003.
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You should rely only on the information contained in this document or to which we have referred you. We have not authorized
anyone to provide you with information that is different. This document may be used only where it is legal to sell these securities. The
information in this document may only be accurate on the date of this document.
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FORWARD-LOOKING STATEMENTS

This prospectus includes and incorporates by reference forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. These statements relate to analyses and other information which are based on forecasts of future results and estimates of
amounts not yet determinable. These statements also relate to our future prospects, developments and business strategies. These statements are
subject to uncertainties and factors relating to our operations and business environment, all of which are difficult to predict and many of which
are beyond our control, that could cause actual results to differ materially from those expressed in or implied by these forward-looking
statements.

These forward-looking statements are identified by their use of terms and phrases such as �anticipate,� �believe,� �could,� �estimate,� �expect,� �intend,�
�may,� �plan,� �predict,� �project,� �will,� and similar terms and phrases, including references to assumptions. These statements are contained in sections
entitled �Prospectus Summary,� �Risk Factors,� �Management�s Discussion and Analysis of Financial Condition and Results of Operations,� �Business�
and other sections of this prospectus and in the documents incorporated by reference in this prospectus.

The following factors are among those that may cause actual results to differ materially from the forward-looking statements:

� changes in general economic and business conditions;

� interest rate fluctuations, including hedging activities;

� our financial condition and liquidity, as well as future cash flows and earnings;

� competition;

� our level of operating expenses;

� the effect, interpretation, or application of new or existing laws, regulations and court decisions;

� the availability of sources of funding;

� the level of chargeoffs on the automobile contracts that we originate; and

� significant litigation.

If one or more of these risks or uncertainties materialize, or if underlying assumptions prove incorrect, our actual results may vary
materially from those expected, estimated or projected.

We do not undertake to update our forward-looking statements or risk factors to reflect future events or circumstances.

INDUSTRY DATA

In this prospectus, we rely on and refer to information regarding the automobile lending industry from market research reports, analyst
reports and other publicly available information including, without limitation, reports issued or prepared by CNW Marketing/Research.
Although we believe that this information is reliable, we cannot guarantee the accuracy and completeness of this information, and we have not
independently verified any of it.

ii
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PROSPECTUS SUMMARY

This summary highlights certain information found in greater detail elsewhere in this prospectus. It does not contain all the information
that may be important to you in making a decision to purchase our common stock. We urge you to read the entire prospectus carefully, including
�Risk Factors� and our consolidated financial statements and related notes, before deciding to invest in our common stock. In this prospectus,
the �company,� �we,� �us� and �our� refer to Westcorp and its subsidiaries, except where it is otherwise noted. Unless we indicate otherwise,
all information in this prospectus assumes the underwriters will not exercise their option to purchase additional shares.

Westcorp

Our Company

We are a diversified financial services holding company that provides automobile lending services through our second-tier subsidiary, WFS
Financial Inc, which we refer to as WFS, and retail and commercial banking services through our wholly owned subsidiary, Western Financial
Bank, which we refer to as the Bank. The Bank currently owns 84% of the capital stock of WFS. We primarily earn income by originating
assets, including automobile contracts, that generate a yield in excess of the cost of the liabilities, including deposits, that fund these assets.

We have grown substantially over the past three years. As of March 31, 2003, we had $13.2 billion in total assets, $9.7 billion in automobile
loans and $638 million in common equity, representing a three-year compounded annual growth rate of 36.8%, 19.4% and 18.7%, respectively.
For the trailing twelve months ended March 31, 2003 we originated $5.5 billion of automobile contracts and generated $86.4 million of net
income and earnings per share of $2.19.

Automobile Lending Operations

We are one of the nation�s largest independent automobile finance companies with over 30 years of experience in the automobile finance
industry. We believe the automobile finance industry is the second largest consumer finance industry in the United States with over $895 billion
of loan and lease originations during 2002. We originate new and pre-owned automobile installment contracts, otherwise known as contracts,
through our relationships with approximately 7,900 franchised and independent automobile dealers nationwide. We originated $1.4 billion of
contracts during the first quarter in 2003 and owned a portfolio of $9.7 billion contracts at March 31, 2003.

For the three months ended March 31, 2003, approximately 28% of our contract originations were for the purchase of new automobiles and
approximately 72% of our contract originations were for the purchase of pre-owned automobiles. Approximately 82% of our contract
originations were what we refer to as prime contracts and approximately 18% of our contract originations were what we refer to as non-prime
contracts. Our determination of whether a contract is categorized as prime, non-prime or other is based on a number of factors including the
borrower�s credit history and our expectation of credit loss.

We underwrite contracts through a credit approval process that is supported and controlled by a centralized, automated front-end system.
This system incorporates proprietary credit scoring models and industry credit scoring models and tools, which enhance our credit analysts�
ability to tailor each contract�s pricing and structure to maximize risk-adjusted returns. We believe that as a result of our sophisticated credit and
underwriting systems, we are able to earn attractive risk-adjusted returns on our contracts. For the trailing twelve months ended March 31, 2003,
the average net interest spread on our automobile contract originations was 8.39% and the net interest spread on our managed automobile
portfolio was 6.76% while net credit losses averaged 2.86% for the same period.

We structure our business to minimize operating costs while providing high quality service to our dealers. Those aspects of our business that
require a local market presence are performed on a decentralized basis in our 41 offices. All other operations are centralized. We fund our
purchases of

1

Edgar Filing: WESTCORP /CA/ - Form 424B4

Table of Contents 6



Table of Contents

contracts, on an interim basis, with deposits raised through our banking operations, which are insured by the Federal Deposit Insurance
Corporation, also known as the FDIC, and other borrowings. For long-term financing, we issue automobile contract asset-backed securities.
Since 1985, we have sold or securitized over $31 billion of contracts in 59 public offerings of asset-backed securities, making us the fourth
largest issuer of such securities in the nation. We have employed a range of securitization structures and our most recent $1.5 billion issuance of
asset-backed securities was structured as a senior/subordinated transaction with a weighted average interest rate of 2.13%.

Banking Operations

The primary focus of our banking operations is to generate diverse, low-cost funds to provide the liquidity needed to fund our acquisition of
contracts. The Bank has the ability to raise significant amounts of liquidity by attracting both short-term and long-term deposits from the general
public, commercial enterprises and institutions by offering a variety of accounts and rates. These funds are generated through the Bank�s retail
and commercial banking divisions. The Bank also may raise funds by obtaining advances from the Federal Home Loan Bank, also known as the
FHLB, selling securities under agreements to repurchase and utilizing other borrowings. The Bank�s retail banking division serves the needs of
individuals and small businesses by offering a broad range of products through 18 retail branches located throughout Southern California. The
Bank�s commercial banking division focuses on medium-sized businesses in Southern California. At March 31, 2003, the total deposits gathered
by both the retail and commercial banking divisions were $2.1 billion. Approximately 86% of these accounts were demand deposits, money
market accounts and certificate of deposit accounts under $100,000 in principal, which we believe represent a stable and attractive source of
funding.

The Bank also invests deposits generated by its retail and commercial banking divisions in mortgage-backed securities. Our investment in
mortgage-backed securities, together with the cash balances that we maintain, create a significant liquidity portfolio that provides us with
additional funding security.

Our Business Strategy

Our business objective is to maximize long-term profitability by efficiently purchasing and servicing prime and non-prime credit quality
automobile contracts that generate strong and consistent risk-adjusted returns. We achieve this objective by employing our business strategy,
which includes the following key elements:

� produce consistent growth through our strong dealer relationships;

� price automobile contracts to maximize risk-adjusted returns by using advanced technology and experienced underwriters;

� create operating efficiencies through technology and best practices;

� generate low cost liquidity through positive operating cash flows and diverse funding sources; and

� record high quality earnings and maintain a conservative, well-capitalized balance sheet.
Our Address

Our principal executive office and mailing address is 23 Pasteur, Irvine, California 92618-3816, and our telephone number is
(949) 727-1002. Our Web site address is http://www.westcorpinc.com. The information contained in our Web site does not constitute part of this
prospectus.

2
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The Offering

Issuer Westcorp
Common stock offered 4,600,000 shares
Underwriters� option to purchase additional shares 674,000 shares
Common stock outstanding after this offering and concurrent
placements(1) 44,634,709 shares
Use of proceeds Substantially all of the proceeds will be used to purchase automobile

contracts from WFS or will be contributed or invested in the Bank or
WFS. The balance of the proceeds, if any, will be used by us for
general corporate purposes.

New York Stock Exchange symbol WES

(1) The number of total shares outstanding after this offering is based on the number of shares outstanding as of March 31, 2003, and includes:

� 700,000 shares of common stock being purchased by Mr. Rady�s affiliates; and

� 130,000 shares of common stock being purchased by our Employee Stock Ownership Plan.

 The price of the shares being purchased by Mr. Rady�s affiliates and our ESOP will be the price to public as set forth on the cover page
to this prospectus. Both placements will close concurrently with this offering. In order to fund the ESOP�s purchase, Westcorp intends to make a
cash contribution to the ESOP in an amount equal to the aggregate purchase price.

The number of total shares outstanding after this offering excludes:

� 606,420 shares of common stock issuable upon exercise of outstanding options under our stock incentive plan, at a weighted average
share price of $14.85 per share;

� 2,173,875 shares available for future issuance under our stock incentive plan; and

� 674,000 shares issuable under the underwriters� option to purchase additional shares.
3
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Summary Financial Data

Our summary balance sheet and operating data for the years ended December 31, 2002, 2001 and 2000 have been derived from our audited
consolidated financial statements. Certain amounts from the prior year consolidated financial statements have been reclassified to conform to the
2003 presentation. The balance sheet data at March 31, 2003 and 2002 and the operating data for the three months ended March 31, 2003 and
2002 have been derived from our unaudited consolidated financial statements. In the opinion of management, the unaudited consolidated
financial statements have been prepared on the same basis as the audited consolidated financial statements and include all normal recurring
adjustments necessary for the fair presentation of financial position and results of operations for those periods.

The summary financial data set forth below should be read in conjunction with our consolidated financial statements and related notes
thereto and �Management�s Discussion and Analysis of Financial Condition and Results of Operations� included or incorporated by reference
elsewhere herein including the impact of changing the structure of our securitizations from sale transactions to secured financings. The financial
data is qualified in its entirety by the more detailed financial information contained elsewhere or incorporated by reference herein. Information
regarding our compliance with applicable regulatory capital requirements is included in this prospectus under the caption �Management�s
Discussion and Analysis of Financial Condition and Results of Operations � Capital Resources and Liquidity � Capital Requirements.�

For the Three Months Ended
March 31, For the Year Ended December 31,

2003 2002 2002 2001 2000

(Dollars in thousands, except per share amounts)
Consolidated Summary of
Operations:
Interest income $ 307,502 $ 262,196 $ 1,142,940 $ 962,627 $ 583,821
Interest expense 141,212 120,070 530,916 491,944 313,872

Net interest income 166,290 142,126 612,024 470,683 269,949
Provision for credit losses 79,884 65,698 306,233 196,977 82,133

Net interest income after
provision for credit losses 86,406 76,428 305,791 273,706 187,816

Noninterest income 27,753 17,159 90,430 78,899 177,884
Noninterest expense 68,439 60,859 251,306 244,871 220,973

Income before income tax 45,720 32,728 144,915 107,734 144,727
Income tax 18,226 12,964 52,044 41,675 58,132

Income before minority
interest 27,494 19,764 92,871 66,059 86,595

Minority interest in earnings of
subsidiaries 3,945 2,911 13,153 10,369 11,852

Net income $ 23,549 $ 16,853 $ 79,718 $ 55,690 $ 74,743

Weighted average number of
shares and common share
equivalents � diluted 39,452,915 36,980,861 38,922,611 34,485,127 29,525,677
Earnings per common share $ 0.60 $ 0.46 $ 2.05 $ 1.61 $ 2.53
Dividends per common share $ 0.12 $ 0.11 $ 0.47 $ 0.44 $ 0.30
Dividend payout ratio 20.1% 24.1% 22.9% 27.3% 11.9%

4
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March 31, 2003 December 31,

Actual As Adjusted(1) 2002 2001 2000

(Dollars in thousands)
Consolidated Summary of
Financial Condition:
Assets:

Cash $ 46,999 $ 188,564 $ 25,211 $ 68,607 $ 61,543
Loans:

Consumer(2) 9,817,459 9,817,459 9,063,755 7,092,959 4,309,317
Mortgage(3) 269,368 269,368 282,930 373,455 507,431
Commercial 93,339 93,339 97,216 85,312 107,586

Mortgage-backed securities 2,790,310 2,790,310 2,649,657 2,092,225 2,230,448
Investments and time deposits 110,502 110,502 115,771 110,667 102,311
Other assets 41,484 41,484 176,336 249,172 549,274

Total assets $13,169,461 $13,311,026 $12,410,876 $10,072,397 $7,867,910

Liabilities:
Deposits $ 2,084,725 $ 2,084,725 $ 1,974,984 $ 2,329,326 $2,478,487
Notes payable on automobile
secured financings 9,265,725 9,265,725 8,422,915 5,886,227 3,473,377
FHLB advances and other
borrowings 515,265 515,265 618,766 723,675 616,193
Amounts held on behalf of
trustee 177,642 280,496 494,858
Subordinated debentures 397,406 397,406 400,561 147,714 189,962
Other liabilities 162,749 159,109 101,145 85,994 71,221

Total liabilities 12,425,870 12,422,230 11,696,013 9,453,432 7,324,098
Minority interest in equity of
subsidiaries 105,798 105,798 101,666 78,261 56,644
Shareholders� equity 637,793 782,998 613,197 540,704 487,168

Total liabilities and
shareholders� equity $13,169,461 $13,311,026 $12,410,876 $10,072,397 $7,867,910

At or For the
Three Months Ended

March 31, At or For the Year Ended December 31,

2003 2002 2002 2001 2000

(Dollars in thousands)
Operating Statistics � Automobile
Only:
Automobile contract originations $1,352,053 $1,265,526 $5,415,734 $4,863,279 $4,219,227
Percent of prime automobile
contracts originated 82.4% 79.4% 80.3% 75.6% 68.8%
Automobile contracts managed at
end of period $9,650,229 $8,405,634 $9,389,974 $8,152,882 $6,818,182
Weighted average coupon on
originated automobile contracts 10.6% 11.7% 11.4% 12.7% 14.0%
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Operating expenses as a
percentage of average managed
automobile contracts 2.5% 2.5% 2.4% 2.7% 3.1%
Automobile contracts delinquent
60 days or greater 0.7% 0.7% 1.0% 1.1% 0.9%
Net chargeoffs as a percent of the
average outstanding managed
automobile contracts 2.9% 2.8% 2.8% 2.3% 1.9%
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For the Three Months Ended
March 31, For the Year Ended December 31,

2003 2002 2002 2001 2000

(Dollars in thousands)
Other Selected Financial Data:
Average assets $12,932,117 $10,433,517 $11,572,027 $9,280,377 $6,242,668
Return on average assets 0.73% 0.65% 0.69% 0.60% 1.20%
Average shareholders� equity(4) $ 722,610 $ 614,157 $ 654,109 $ 570,298 $ 450,323
Return on average shareholders�
equity(4) 13.04% 10.98% 12.19% 9.77% 16.60%
Equity to assets ratio(4) 5.57% 5.32% 5.76% 5.97% 6.38%
Book value per share(4) $ 18.71 $ 16.98 $ 18.23 $ 16.80 $ 15.72
Originations:

Consumer loans(2) $ 1,353,928 $ 1,266,189 $ 5,419,296 $4,869,970 $4,232,115
Mortgage loans(3) 4,314 9,139 23,950 23,001 33,124
Commercial loans(3) 96,684 61,268 354,439 291,944 266,342

Total originations $ 1,454,926 $ 1,336,596 $ 5,797,685 $5,184,915 $4,531,581

Interest rate spread 5.02% 5.57% 5.29% 4.99% 4.37%

(1) As adjusted to reflect the offering and the placement of shares with Mr. Rady�s affiliates and our ESOP.

(2) Net of unearned discounts.

(3) Net of undisbursed loan proceeds.

(4) Accumulated other comprehensive income excluded from shareholders� equity.
6
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RISK FACTORS

This offering involves a high degree of risk. You should carefully consider the risks described below and the other information in this
prospectus and the information incorporated by reference before deciding to invest in our common stock. Our business, operating results and
financial condition could be adversely affected by any of the following specific risks. The trading price of our common stock could decline due to
any of these risks and other industry risks, and you could lose all or part of your investment. In addition to the risks described below, we may
encounter risks that are not currently known to us or that we currently deem immaterial, which may also impair our business operations and
your investment in our common stock.

Risks Related to the Offering

We have broad discretion in how we use the proceeds from this offering and may use them in ways with which you disagree.

We intend to use substantially all of the proceeds from this offering to purchase automobile contracts from WFS or to contribute or invest
the proceeds in the Bank or WFS. The balance of the proceeds, if any, will be used for general corporate purposes. However, our management
will have significant flexibility in applying the net proceeds of this offering. The failure of management to use such funds effectively could have
a material adverse effect on our financial position, liquidity and results of operations by reducing or eliminating our net income from operations.
See �Use of Proceeds.�

Risks Related to Factors Outside Our Control

Adverse economic conditions may impact our profitability.

Delinquencies, defaults, repossessions and credit losses generally increase during periods of economic slowdown, recession or higher
unemployment. These periods also may be accompanied by decreased consumer demand for automobiles and declining values of automobiles
securing outstanding contracts, which weakens collateral coverage and increases the amount of loss in the event of default. Significant increases
in the inventory of pre-owned automobiles during periods of economic recession also may depress the prices at which repossessed automobiles
may be sold or delay the timing of these sales. Because a portion of our borrowers are considered non-prime borrowers, the actual rates of
delinquencies, defaults, repossessions and credit losses on these contracts are higher than those experienced in the general automobile finance
industry for borrowers considered to be prime borrowers and could be more dramatically affected by a general economic downturn. In addition,
during an economic slowdown or recession, our servicing costs may increase without a corresponding increase in our servicing fee income.
While we seek to manage the higher risk inherent in non-prime contracts through the underwriting criteria and collection methods we employ,
we cannot assure you that these criteria or methods will afford adequate protection against these risks. Any sustained period of increased
delinquencies, defaults, repossessions, credit losses or servicing costs could adversely affect our financial position, liquidity and results of
operations and our ability to enter into future securitizations.

Interest rate fluctuations may impact our profitability.

Our profitability may be directly affected by the level of and fluctuations in interest rates, which affects the gross interest rate spread we
earn on our contracts. As interest rates change, our gross interest rate spread on new originations may increase or decrease depending upon the
interest rate environment. In addition, the rates charged on the contracts originated or purchased from dealers are limited by statutory
maximums, restricting our opportunity to pass on increased interest costs. We believe that our profitability and liquidity could be adversely
affected during any period of changing interest rates, possibly to a material degree. We monitor the interest rate environment and employ our
hedging strategies designed to mitigate the impact of changes in interest rates. We cannot assure you that our hedging strategies will mitigate the
impact of changes in interest rates.

7
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Prepayment of contracts may impact our profitability.

Our contracts may be repaid by borrowers at any time at their option. Early repayment of contracts will limit the amount of earnings we
would have otherwise received under those contracts.

Wholesale auction values may impact our profitability.

We sell repossessed automobiles at wholesale auction markets located throughout the United States. Auction proceeds from the sale of
repossessed vehicles and other recoveries usually do not cover the outstanding balance of the contracts, and the resulting deficiencies are
charged off. Decreased auction proceeds resulting from the depressed prices at which pre-owned automobiles may be sold during periods of
economic slowdown or recession will result in higher credit losses for us. Furthermore, depressed wholesale prices for pre-owned automobiles
may result from significant liquidations of rental or fleet inventories and from increased volume of trade-ins due to promotional financing
programs offered by new vehicle manufacturers. There can be no assurance that our recovery rates will stabilize or improve in the future.

Risks Related to Us

The ownership of our common stock is concentrated, which may result in conflicts of interest and actions that are not in the best interests of
other stockholders of the Company.

Ernest S. Rady is the founder, Chairman of the Board of Directors and Chief Executive Officer of Westcorp. Mr. Rady is also the Chairman
of the Board of Directors and Chief Executive Officer of the Bank and the Chairman of the Board of Directors of WFS. Immediately after the
completion of this offering and the placement of shares with Mr. Rady�s affiliates, Mr. Rady will be the beneficial owner of approximately 62.1%
of the outstanding shares of common stock of Westcorp and will be able to exercise significant control over our company. The Westcorp
common stock ownership of Mr. Rady enables him to elect all of Westcorp�s directors and effectively control the vote on all matters submitted to
a vote of Westcorp, including mergers, sales of all or substantially all of our assets, �going private� transactions, conversions and other corporate
restructurings or reorganizations. Because of the significant block of Westcorp common stock controlled by Mr. Rady, decisions may be made
that, while in the best interest of Mr. Rady, may not be in the best interest of other stockholders.

We are a holding company with no operations of our own.

The results of our operations and our financial condition are dependent upon the business activities of our two principal consolidated
subsidiaries, the Bank and WFS. In addition, our ability to fund our operations and pay dividends on our common stock is dependent upon the
earnings from the businesses conducted by our subsidiaries. Our subsidiaries are separate and distinct legal entities and have no obligation to
provide us with funds for our payment obligations, whether by dividends, distributions, loans or other payments. Any distribution of funds to us
from our subsidiaries is subject to statutory, regulatory or contractual restrictions, subsidiaries� earnings and various other business
considerations.

A significant portion of our cash flow comes from our second-tier subsidiary WFS. WFS is an 84% owned subsidiary of the Bank. The
Bank is subject to limitations upon its ability to pay dividends to us by the terms of the subordinated debentures it has issued and regulations of
the Office of Thrift Supervision, also known as the OTS. WFS does not have any obligation to pay amounts to the Bank except pursuant to the
senior unsecured intercompany promissory notes issued by WFS to the Bank by which the Bank funds WFS� operations. In addition, the ability
of WFS to repay its obligations to the Bank may be impaired by deficiencies in WFS� automobile finance operations. Furthermore, any amounts
owed to creditors of WFS, which may have priority over any obligations WFS has to the Bank under the senior promissory notes, may impair
the Bank�s ability to have funds available for dividend to us.

8
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We have substantial debt that could limit our ability to declare and pay dividends and reduce the effectiveness of our operations.

Through our subsidiaries, we have substantial debt and debt service requirements. As of March 31, 2003, our total debt, as a percentage of
total capitalization, was 95%. This substantial level of debt may have important consequences, including:

� limiting our ability to borrow additional amounts for origination of automobile contracts, capital expenditures and debt service
requirements;

� limiting our ability to use operating cash flows in other areas of our business;

� increasing our vulnerability to general adverse economic conditions; and

� limiting our ability to capitalize on business opportunities and to react to competitive pressures.

We cannot assure you that we will generate sufficient cash flows from operations, or that we will be able to obtain sufficient funding for our
operations or to declare and pay dividends on our common stock. In addition, any future indebtedness would further increase our debt leverage
and the associated risks.

The availability of our financing sources may depend on factors outside of our control.

We depend on a significant amount of financing to operate our business. Our business strategy utilizes diverse funding sources to fund our
operations. These sources include raising both short-term and long-term deposits from the general public, commercial enterprises and
institutions by offering a variety of accounts and rates through our retail and commercial banking operations. In addition, we raise funds through
the collection of principal and interest from loans, automobile asset-backed securities, commercial paper, advances from the FHLB, repurchase
agreements, subordinated debentures and equity offerings. The sources used vary depending on such factors as rates paid, maturities and the
impact on capital.

The availability of these financing sources may depend on factors outside of our control, including regulatory issues such as the capital
requirements of the Bank, debt ratings, competition, the market for automobile asset-backed securities and our ability to receive financing from
other financial institutions. If we are unable to raise the funds we require at reasonable rates, we will either have to curtail our loan origination
activities or incur the effects of increased costs of operation. Reducing our loan origination activities may adversely affect our ability to remain a
preferred source of financing for the dealers from whom we purchase automobile contracts. An increase in our costs of operations will have an
adverse effect on our financial position, liquidity and results of operations by increasing our interest expense and reducing our net interest
income.

We may not be able to generate sufficient operating cash flows to run our automobile finance operations.

Our automobile finance operations require substantial operating cash flows. Operating cash requirements include premiums paid to dealers
for acquisition of automobile contracts, expenses incurred in connection with the securitization of automobile contracts, capital expenditures for
new technologies and ongoing operating costs. Our primary source of operating cash comes from the excess cash flows received from
securitizations and contracts held on the balance sheet. The timing and amount of excess cash flows from contracts varies based on a number of
factors, including:

� the rates and amounts of loan delinquencies, defaults and net credit losses;

� how quickly and at what price repossessed vehicles can be resold;
9
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� the ages of the contracts in the portfolio;

� levels of voluntary prepayments; and

� the terms of our securitizations, which include performance based triggers requiring higher levels of credit enhancements to the extent
credit losses or delinquencies exceed certain thresholds. We have exceeded performance thresholds in the past and may do so again in the
future.

Any adverse change in these factors could reduce or eliminate excess cash flows to us. Although we currently have positive operating cash
flows, we cannot assure you that we will continue to generate positive cash flows in the future, which could have a material adverse effect on
our financial position, liquidity and results of operations.

Changes in our securitization program could adversely affect our liquidity and earnings.

Our business depends on our ability to aggregate and sell automobile contracts in the form of asset-backed securities. These sales generate
cash proceeds that allow us to repay amounts borrowed and to purchase additional automobile contracts. Changes in our asset-backed securities
program could materially adversely affect our earnings or ability to purchase and resell automobile contracts on a timely basis. Such changes
could include:

� delay in the completion of a planned securitization;

� negative market perception of us; or

� failure of the automobile contracts we intend to sell to conform to insurance company and rating agency requirements.

If we are unable to effectively securitize our automobile contracts, we may have to reduce or even curtail our automobile contract
purchasing activities, which would have a material adverse effect on our financial position, liquidity and results of operations.

We utilize credit enhancements to maintain favorable interest rates and cash requirements for our automobile asset-backed securitizations.

To date, all but three of our outstanding securitizations have used credit enhancement in the form of financial guaranty insurance policies
issued by Financial Security Assurance Inc., also known as FSA, with the others using a senior/ subordinated structure to credit enhance the
securitization. An inability to credit enhance our securitizations using either approach could have a material adverse effect on our financial
position, liquidity and results of operations by increasing the total costs of our securitization activities and thereby reducing our net income or
resulting in our failure to meet regulatory limitations.

If we lose access to the cash produced by securitized automobile contracts, we may not be able to obtain comparable financing.

We have access to the cash flows of the automobile contracts sold in each outstanding securitization credit enhanced by FSA (including the
cash held in �spread accounts� associated with each securitization) through a series of agreements into which the Bank, WFS, WFS Financial Auto
Loans 2, Inc., a special purpose subsidiary of WFS also known as WFAL2, and other parties have entered. We are permitted to use that cash as
we determine, including in the ordinary business activities of originating automobile contracts.

In each securitization credit enhanced by FSA, the governing agreements require that all cash flows of the relevant trust and the associated
spread account be invested in an eligible investment. In connection with each securitization, the relevant trust has entered into a reinvestment
contract, also known as a trust reinvestment contract, which is or qualifies as an eligible investment.

10
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A limited portion of the funds invested in trust reinvestment contracts may be used by WFAL2 and the balance may be used by the Bank.
The Bank makes its portion of the invested funds available to WFS through another reinvestment contract, also known as the WFS reinvestment
contract. Under the WFS reinvestment contract, WFS receives access to all cash available to the Bank under each trust reinvestment contract.
WFS is obligated to repay the Bank as needed by the Bank to meet its obligations under the individual trust reinvestment contracts. The portion
of the cash available to WFAL2 under the individual trust reinvestment contracts is used to purchase automobile contracts from WFS according
to the terms of sale and servicing agreements entered into with WFS. If the trust reinvestment contracts were no longer deemed an eligible
investment, which determination would be made by the rating agencies or FSA, the Bank and WFAL2 would no longer have the ability to use
this cash in the ordinary course of business and would need to obtain alternative financing, which may only be available on less attractive terms.
If the Bank and WFAL2 were unable to obtain alternative financing, WFS may have to curtail its automobile contract purchasing activities,
which would have a material adverse effect on our financial position, liquidity and results of operations.

A loss of contractual servicing rights could have a material effect on our business.

As servicer of all our securitized automobile contracts, WFS is entitled to receive contractual servicing fees. Contractual servicing fees are
earned at a rate of 1.25% per annum on the outstanding balance of automobile contracts securitized. FSA, as insurer with respect to those
currently outstanding securitizations as to which it has provided credit enhancement, can terminate WFS� right to act as servicer for those
transactions upon the occurrence of events defined in the sale and servicing agreements for securitized automobile contracts, such as our
bankruptcy or material breach of warranties or covenants contained in the sale and servicing agreement. Any loss of such servicing rights could
have a material adverse effect on our financial position, liquidity and results of operations by reducing our net income upon the elimination of
that contractual servicing income.

We expect our operating results to continue to fluctuate, which may adversely impact our business.

Our results of operations have fluctuated in the past and are expected to fluctuate in the future. Factors that could affect our quarterly
earnings include:

� variations in the volume of automobile contracts originated, which historically tend to be lower in the first and fourth quarters of the year;

� interest rate spreads;

� the effectiveness of our hedging strategies;

� credit losses, which historically tend to be higher in the first and fourth quarters of the year; and

� operating costs.
Competition in the industry may adversely impact our ability to maintain our business at the current level of operations.

The automobile finance business is highly competitive. We compete with captive automobile finance companies owned by major
automobile manufacturers, banks, credit unions, savings associations and independent consumer finance companies. Many of these competitors
have greater financial and marketing resources than we have. Additionally, from time to time the captive finance companies provide financing
on terms significantly more favorable to automobile purchasers than we can offer. For example, captive finance companies can offer special low
or no interest loan programs as incentives to purchasers of selected models of automobiles manufactured by their respective parent
manufacturers.

Many of our competitors also have longstanding relationships with automobile dealers and may offer dealers or their customers other forms
of financing, including dealer floor plan financing and leasing, which we currently do not provide. Providers of automobile financing have
traditionally competed on the basis of
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interest rates charged, the quality of credit accepted, the flexibility of loan terms offered and the quality of service provided to dealers and
customers. In seeking to establish WFS as one of the principal financing sources of the dealers we serve, we compete predominately on the basis
of our high level of dealer service and strong dealer relationships and by offering flexible contract terms to automobile purchasers.

Competition in the retail banking business comes primarily from commercial banks, credit unions, savings and loan associations, mutual
funds and issuers of securities. Many of the nation�s largest savings and loan associations and other depository institutions have locations in
Southern California. We compete for deposits primarily on the basis of interest rates paid and the quality of service provided to our customers.

Our business is subject to litigation.

We are subject to various putative class actions alleging claims under the Equal Credit Opportunity Act or similar state laws, including
under the California Business and Professions Code and the California Unruh Civil Rights Act. Although we are vigorously defending these
actions, we cannot assure you that the outcome of these proceedings will not have a material adverse effect upon our financial condition, results
of operations and cash flows. See �Business � Legal Proceedings.�

Risks Related to Regulatory Factors

Regulatory requirements may restrict our ability to do business.

The Bank is subject to inspection and regulation by the OTS pursuant to the Home Owners Loan Act, as amended, also known as HOLA.
The OTS is the primary federal banking agency responsible for its supervision and regulation. HOLA limits the amount of our consumer loans,
commercial loans and investment in service corporations. The Bank is precluded from holding consumer loans, including automobile contracts,
on its consolidated balance sheet, in an aggregate principal balance in excess of 30% of its total consolidated assets. The limitation is increased
to 35% of consolidated assets if all of the consumer loans in excess of the 30% limit are obtained by the Bank and its operating subsidiaries
directly from consumers. The Bank is precluded from holding commercial loans, including loans to our service corporations, on its consolidated
balance sheet, in an aggregate principal balance in excess of 10% of its total consolidated assets. Commercial loans secured by real estate and
small business loans with $2.0 million or less in outstanding principal are not included in the calculation of the percentage of commercial loans.
Interests in consumer loans held by the Bank�s service corporations are not included in the limits on such assets described above. The Bank is
precluded from investing more than 2.0% of its consolidated assets in service corporations, although it may invest an additional 1% in service
corporations devoted to community service activities as specified in the regulations. Retained earnings or losses from the operations of our
service corporations are not included in the calculation of our investment in service corporations. In addition, other regulatory actions taken by
the OTS could have a negative impact on the price of our common stock.

Our securitization activities are structured to enable the Bank to remove securitized automobile contracts from the HOLA consumer loan
limitation calculation. Changes in the OTS�s interpretation of HOLA as it affects our securitization activities could cause us to change the manner
in which we securitize automobile contracts or to limit our acquisition of such contracts, thereby negatively impacting the price of our common
stock. Furthermore, if we are unable to continue to securitize the automobile contracts we purchase, this regulatory limitation may force us to
limit our acquisition of new automobile contracts, thereby adversely affecting our ability to remain a preferred source of financing for the dealers
from whom we purchase automobile contracts, or cause us to fail the regulatory limitations. Any such limitations may also have a material
adverse effect on our financial position, liquidity and results of operations.

The OTS has the power to enforce HOLA and its regulations by a variety of actions ranging from a memorandum of understanding to cease
and desist proceedings under the Federal Deposit Insurance Act. As such, the OTS has broad powers to, among other things, require us to
change our business practices,
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hold additional capital and change management. Such action could have a material adverse impact on our business and may impact our securities
prices, including our common stock, and access to the capital markets.

OTS guidance regarding subprime lending may affect the Bank�s capital requirements.

The OTS, along with other federal banking regulatory agencies, has adopted guidance pertaining to subprime lending programs. Pursuant to
the guidance, lending programs which provide credit to borrowers whose credit histories reflect specified negative characteristics, such as recent
bankruptcies or payment delinquencies, are deemed to be subprime lending programs for regulatory purposes. Many of the contracts that we
originate possess one or more of the factors identified in the guidance as indicative of a subprime loan for this purpose. Pursuant to the guidance,
examiners may require that an institution with a lending program deemed to be subprime hold additional capital that ranges from one and
one-half to three times the normal capital required for similar loans made to borrowers who are not deemed to be subprime borrowers.

Because many of the automobile contracts we originate possess one or more of the factors identified in the guidance as indicative of a
subprime loan, we maintain our capital levels higher than would otherwise be required by regulations. Maintaining higher capital levels may
slow our growth, require us to raise additional capital or sell assets, all of which could negatively impact our earnings. We cannot predict to what
extent the Bank may be required to hold additional capital with respect to those automobile contracts we hold as to which the borrowers are
deemed by the OTS to be subprime borrowers.

Other regulatory requirements may affect our ability to do business.

Our operations are subject to regulation, supervision and licensing under various federal, state and local statutes, ordinances and regulations.

In most states in which we operate, a consumer credit regulatory agency regulates and enforces laws relating to consumer lenders and sales
finance agencies such as WFS. These rules and regulations generally provide for licensing of sales finance agencies, limitations on the amount,
duration and charges, including interest rates, for various categories of loans, requirements as to the form and content of finance contracts and
other documentation, and restrictions on collection practices and creditors� rights. So long as WFS is an operating subsidiary of the Bank,
licensing and certain other of these requirements are not applicable to WFS due to federal preemption.

We are also subject to extensive federal regulation, including the Truth in Lending Act, the Equal Credit Opportunity Act and the Fair
Credit Reporting Act. These laws require us to provide certain disclosures to prospective borrowers and protect against discriminatory lending
practices and unfair credit practices. The principal disclosures required under the Truth in Lending Act include the terms of repayment, the total
finance charge and the annual percentage rate charged on each loan. The Equal Credit Opportunity Act prohibits creditors from discriminating
against loan applicants on the basis of race, color, sex, age or marital status. Pursuant to Regulation B promulgated under the Equal Credit
Opportunity Act, creditors are required to make certain disclosures regarding consumer rights and advise consumers whose credit applications
are not approved of the reasons for the rejection. In addition, the credit scoring system we use must comply with the requirements for such a
system as set forth in the Equal Credit Opportunity Act and Regulation B. The Fair Credit Reporting Act requires us to provide certain
information to consumers whose credit applications are not approved on the basis of a report obtained from a consumer reporting agency.
Additionally, we are subject to the Gramm-Leach-Bliley Act, which requires us to maintain privacy with respect to certain consumer data in our
possession and to periodically communicate with consumers on privacy matters. We are also subject to the Soldiers� and Sailors� Civil Relief Act,
and similar state laws, which requires us to reduce the interest rate charged on each loan to customers who have subsequently joined the military.

The dealers that originate automobile contracts we purchase also must comply with both state and federal credit and trade practice statutes
and regulations. Failure of the dealers to comply with these
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statutes and regulations could result in consumers having rights of rescission and other remedies that could have an adverse effect on us.

We believe that we maintain all material licenses and permits required for our current operations and are in substantial compliance with all
applicable local, state and federal regulations. There can be no assurance, however, that we will be able to maintain all requisite licenses and
permits, and the failure to satisfy those and other regulatory requirements could have a material adverse effect on our operations. Further, the
adoption of additional, or the revision of existing, rules and regulations could have a material adverse effect on our business.

We are subject to routine periodic examinations by the OTS on a variety of financial and regulatory matters. The Bank is currently under
review by the OTS as part of its annual safety and soundness examination.
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USE OF PROCEEDS

We expect to receive approximately $122.0 million in net proceeds, after deducting underwriting discounts and commissions and estimated
offering expenses payable by us, from the sale of shares of our common stock in this offering based on the sale of 4,600,000 shares at the public
offering price of $28.00 per share. If the underwriters exercise in full their option to purchase an additional 674,000 shares of our common stock,
we expect our additional net proceeds to be approximately $17.9 million. In addition, we expect to receive $19.6 million in net proceeds from
the concurrent placement of our common stock to Mr. Rady�s affiliates based upon the sale of 700,000 shares at the public offering price of
$28.00 per share. Substantially all of the proceeds from this offering and the concurrent placements of common stock will be used to purchase
automobile contracts from WFS or will be contributed or invested in the Bank or WFS. The balance of the proceeds, if any, will be used by us
for general corporate purposes.

PRICE RANGE OF COMMON STOCK AND DIVIDEND INFORMATION

The common stock of our company has been publicly traded since August 8, 1986 and has been listed on the NYSE under the symbol WES
since 1993. The following table sets forth the high and low sale prices by quarter in 2003, 2002 and 2001, as traded on the NYSE, and the
dividends declared on the common stock during those quarters.

Westcorp Common Stock

Cash
Dividends

High Low Declared

Calendar 2001
First Quarter $18.66 $14.68 $0.11
Second Quarter 23.70 16.45 0.11
Third Quarter 23.41 16.00 0.11
Fourth Quarter 19.45 16.05 0.11

Calendar 2002
First Quarter 22.55 15.70 0.12
Second Quarter 31.95 22.50 0.12
Third Quarter 31.41 18.10 0.12
Fourth Quarter 21.63 16.92 0.12

Calendar 2003
First Quarter 23.25 18.30 0.13
Second Quarter 29.80 18.60 0.13

The closing price of our common stock on the NYSE on July 1, 2003 was $28.14 per share. There were approximately 1,912 stockholders
of our common stock at March 11, 2003. The number of stockholders was determined by the number of record holders, including the number of
individual participants, in security position listings.

There are no contractual restrictions on the payment of dividends by Westcorp. However, the Bank is restricted by its outstanding
subordinated debentures as to the amount of funds that can be transferred to us in the form of dividends. On March 31, 2003, under the most
restrictive of these terms, the maximum dividend that the Bank could have paid was $104 million.

Any future determination as to the payment of dividends on our common stock will be restricted by these limitations, will be at the
discretion of our board of directors and will depend on our results of operations, financial condition, capital requirements and other factors
deemed relevant by the board of directors, including the General Corporation Law of the State of California, which provides that dividends are
only payable out of surplus or current net profits.
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CAPITALIZATION

The following table sets forth our capitalization as of March 31, 2003 on an actual basis and on an as adjusted basis to reflect (a) the sale of
the 4,600,000 shares of common stock offered hereby, (b) the sale of 700,000 shares of common stock to Mr. Rady�s affiliates and (c) the sale of
130,000 shares of common stock to our Employee Stock Ownership Plan, in each case, at the public offering price of $28.00 per share, and
application of the net proceeds therefrom as described under �Use of Proceeds.�

March 31, 2003

Actual As Adjusted

(Dollars in thousands)
Cash and cash equivalents $ 93,202 $ 234,767

Deposits $ 2,084,725 $ 2,084,725
Notes payable(1) 9,780,990 9,780,990

Total deposits and notes payable 11,865,715 11,865,715
Subordinated debentures 397,406 397,406

Total debt 12,263,121 12,263,121
Shareholders� equity:

Common stock, par value $1.00 per share; authorized
65,000,000 shares; issued and outstanding 39,204,709 shares,
actual; issued and outstanding 44,634,709 shares, as adjusted 39,205 44,635

Paid-in capital 350,122 489,897
Retained earnings 344,374 344,374
Accumulated other comprehensive loss, net of tax (95,908) (95,908)

Total shareholders� equity 637,793 782,998

Total capitalization $12,900,914 $13,046,119

(1) Includes secured financings of automobile contracts, FHLB advances and other borrowings.
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SELECTED FINANCIAL DATA

Our selected balance sheet and operating data for the years ended December 31, 2002, 2001 and 2000 have been derived from our audited
consolidated financial statements. Certain amounts from the prior year consolidated financial statements have been reclassified to conform to the
2003 presentation. The selected balance sheet data at March 31, 2003 and 2002 and the operating data for the three months ended March 31,
2003 and 2002 have been derived from our unaudited consolidated financial statements. In the opinion of management, the unaudited
consolidated financial statements have been prepared on the same basis as the audited consolidated financial statements and include all normal
recurring adjustments necessary for the fair presentation of financial position and results of operations for those periods.

The selected financial data set forth below should be read in conjunction with our consolidated financial statements and related notes thereto
and �Management�s Discussion and Analysis of Financial Condition and Results of Operations� included or incorporated by reference elsewhere
herein including the impact of changing the structure of our securitizations from sale transactions to secured financings. The financial data is
qualified in its entirety by the more detailed financial information contained elsewhere or incorporated by reference herein. Information
regarding our compliance with applicable regulatory capital requirements is included in this prospectus under the caption �Management�s
Discussion and Analysis of Financial Condition and Results of Operations � Capital Resources and Liquidity � Capital Requirements.�

For the
Three Months Ended

March 31, For the Year Ended December 31,

2003 2002 2002 2001 2000 1999 1998

(Dollars in thousands, except per share amounts)
Consolidated Summary of
Operations:
Interest income $ 307,502 $ 262,196 $ 1,142,940 $ 962,627 $ 583,821 $ 297,616 $ 272,166
Interest expense 141,212 120,070 530,916 491,944 313,872 152,788 161,713

Net interest income 166,290 142,126 612,024 470,683 269,949 144,828 110,453
Provision for credit losses 79,884 65,698 306,233 196,977 82,133 38,400 18,960

Net interest income after
provision for credit
losses 86,406 76,428 305,791 273,706 187,816 106,428 91,493

Noninterest income 27,753 17,159 90,430 78,899 177,884 212,138 128,654
Noninterest expense(1) 68,439 60,859 251,306 244,871 220,973 217,958 248,390

Income (loss) before
income tax (benefit) 45,720 32,728 144,915 107,734 144,727 100,608 (28,243)
Income tax (benefit) 18,226 12,964 52,044 41,675 58,132 41,460 (11,330)

Income (loss) before
minority interest 27,494 19,764 92,871 66,059 86,595 59,148 (16,913)
Minority interest in
earnings (loss) of
subsidiaries 3,945 2,911 13,153 10,369 11,852 6,522 (2,216)

Net income (loss) $ 23,549 $ 16,853 $ 79,718 $ 55,690 $ 74,743 $ 52,626 $ (14,697)

Weighted average number
of shares and common
share equivalents � diluted 39,452,915 36,980,861 38,922,611 34,485,127 29,525,677 26,505,128 26,305,117
Earnings per common
share � diluted $ 0.60 $ 0.46 $ 2.05 $ 1.61 $ 2.53 $ 1.99 $ (0.56)
Dividends per common
share $ 0.12 $ 0.11 $ 0.47 $ 0.44 $ 0.30 $ 0.20 $ 0.25
Dividend payout ratio 20.1% 24.1% 22.9% 27.3% 11.9% 10.1% N/A
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March 31, December 31,

2003 2002 2002 2001 2000 1999 1998

(Dollars in thousands)
Consolidated Summary of
Financial Condition:
Assets:

Cash $ 46,999 $ 53,963 $ 25,211 $ 68,607 $ 61,543 $ 33,645 $ 114,375
Loans:

Consumer(2) 9,817,459 7,542,070 9,063,755 7,092,959 4,309,317 1,516,669 933,010
Mortgage(3) 269,368 354,110 282,930 373,455 507,431 598,302 1,006,933
Commercial 93,339 79,972 97,216 85,312 107,586 66,927 52,940

Mortgage-backed securities 2,790,310 2,182,105 2,649,657 2,092,225 2,230,448 1,431,376 980,044
Investments and time
deposits 110,502 383,244 115,771 110,667 102,311 171,143 131,417
Other assets 41,484 217,069 176,336 249,172 549,274 680,712 614,101

Total assets $13,169,461 $10,812,533 $12,410,876 $10,072,397 $7,867,910 $4,498,774 $3,832,820

Liabilities:
Deposits $ 2,084,725 $ 2,252,441 $ 1,974,984 $ 2,329,326 $2,478,487 $2,212,309 $2,178,735
Notes payable on
automobile secured
financing 9,265,725 7,211,910 8,422,915 5,886,227 3,473,377 461,104
FHLB advances and other
borrowings 515,265 147,946 618,766 723,675 616,193 498,901 440,924
Amounts held on behalf of
trustee 262,214 177,642 280,496 494,858 687,274 528,092
Subordinated debentures 397,406 147,850 400,561 147,714 189,962 199,298 239,856
Other liabilities 162,749 83,075 101,145 85,994 71,221 59,140 94,311

Total liabilities 12,425,870 10,105,436 11,696,013 9,453,432 7,324,098 4,118,026 3,481,918
Minority interest in equity of
subsidiaries 105,798 95,423 101,666 78,261 56,644 28,030 21,857
Shareholders� equity 637,793 611,674 613,197 540,704 487,168 352,718 329,045

Total liabilities and
shareholders� equity $13,169,461 $10,812,533 $12,410,876 $10,072,397 $7,867,910 $4,498,774 $3,832,820

At or For the
Three Months Ended

March 31, At or For the Year Ended December 31,

2003 2002 2002 2001 2000 1999 1998

(Dollars in thousands)
Operating Statistics �
Automobile Only:
Automobile contract
originations $1,352,053 $1,265,526 $5,415,734 $4,863,279 $4,219,227 $3,340,146 $2,670,696
Percent of prime
automobile contracts
originated 82.4% 79.4% 80.3% 75.6% 68.8% 69.3% 67.7%
Automobile contracts
managed at end of
period $9,650,229 $8,405,634 $9,389,974 $8,152,882 $6,818,182 $5,354,385 $4,367,099

10.6% 11.7% 11.4% 12.7% 14.0% 13.6% 13.4%

Edgar Filing: WESTCORP /CA/ - Form 424B4

Table of Contents 25



Weighted average
coupon on originated
automobile contracts
Operating expenses as
a percentage of average
managed automobile
contracts 2.5% 2.5% 2.4% 2.7% 3.1% 3.6% 4.5%
Automobile contracts
delinquent 60 days or
greater 0.7% 0.7% 1.0% 1.1% 0.9% 0.8% 1.1%
Net chargeoffs as a
percent of the average
outstanding managed
automobile contracts 2.9% 2.8% 2.8% 2.3% 1.9% 2.1% 3.4%
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For the
Three Months Ended

March 31, For the Year Ended December 31,

2003 2002 2002 2001 2000 1999 1998

(Dollars in thousands)
Other Selected
Financial Data:
Average assets $12,932,117 $10,433,517 $11,572,027 $9,280,377 $6,242,668 $3,952,360 $3,859,202
Return on average
assets 0.73% 0.65% 0.69% 0.60% 1.20% 1.33% (0.38)%
Average shareholders�
equity(4) $ 722,610 $ 614,157 $ 654,109 $ 570,298 $ 450,323 $ 351,162 $ 327,687
Return on average
shareholders� equity(4) 13.04% 10.98% 12.19% 9.77% 16.60% 14.99% (4.49)%
Equity to asset
ratio(4) 5.57% 5.32% 5.76% 5.97% 6.38% 8.32% 8.49%
Book value per
share(4) $ 18.71 $ 16.98 $ 18.23 $ 16.80 $ 15.72 $ 14.06 $ 12.29
Originations:

Consumer loans(2) $ 1,353,928 $ 1,266,189 $ 5,419,296 $4,869,970 $4,232,115 $3,355,732 $2,680,341
Mortgage loans(3) 4,314 9,139 23,950 23,001 33,124 276,936 2,754,398
Commercial
loans(3) 96,684 61,268 354,439 291,944 266,342 237,316 124,259

Total originations $ 1,454,926 $ 1,336,596 $ 5,797,685 $5,184,915 $4,531,581 $3,869,984 $5,558,998

Interest rate spread 5.02% 5.57% 5.29% 4.99% 4.37% 3.59% 2.83%

(1) Includes $18.0 million in restructuring charges in 1998.

(2) Net of unearned discounts.

(3) Net of undisbursed loan proceeds.

(4) Accumulated other comprehensive income (loss) excluded from shareholders� equity.
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MANAGEMENT�S DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with our Consolidated Financial Statements and notes thereto and other
information included or incorporated by reference herein.

Overview

Our primary sources of revenue are net interest income and noninterest income. Net interest income is the difference between the income
earned on interest earning assets and the interest paid on interest bearing liabilities. We generate interest income from our loan portfolio, which
consists of consumer, mortgage and commercial loans, from investments in mortgage-backed securities and from other short-term investments.
We fund our loan portfolio and investments with deposits, advances from the FHLB, securities sold under agreements to repurchase,
securitizations, other borrowings and equity.

Noninterest income is primarily made up of revenues generated from the sale and servicing of contracts and real estate loans. The primary
components of noninterest income include late charges and other collection related fee income on managed contracts, retained interest income or
expense, gain on sale of contracts and real estate loans, and contractual servicing income on contracts in securitization transactions treated as
sales for accounting purposes. Since March 2000, we have structured our securitizations as secured financings and no longer record non-cash
gain on sale at the time of each securitization or record subsequent contractual servicing and retained interest income, the valuation of which is
based upon subjective assumptions. Rather, the earnings of the contracts in the trust and the related financing costs are reflected over the life of
the underlying pool of contracts as net interest income. In addition, our provision for credit losses has increased as we hold securitized loans on
our balance sheet.

Our decision to account for our securitizations as secured financings rather than as sales was based upon a business philosophy that focuses
on presenting high quality, cash-based earnings and maintaining a conservative, well-capitalized balance sheet. We believe that a presentation in
which assets and liabilities remain on the balance sheet for securitization transactions treated as secured financings provides a better
understanding of our business and the inherent risks associated with our securitizations. Since March 2000, in order to account for some of our
securitizations as secured financings rather than as sales, those securitizations include a provision that provides us with the right to repurchase
contracts at any time. The percentage of contracts that we may repurchase was increased from 10% to 20% as of March 2000. Other
securitization transactions since March, 2000 allow the trust to invest in and sell other financial assets. We believe that our decision to make
these accounting changes has created a transitional period during which our earnings have been adversely impacted as we built our on balance
sheet portfolio of loans. This change affects the comparability of our financial statements from 2000 through the first quarter of 2003.

Effective January 1, 2003, we regained control over assets of the trusts for all of our pre-March 2000 outstanding securitization transactions
previously treated as sales for accounting purposes. We regained control of these assets when each trust was given the ability to invest in
financial assets not related to the securitization of contracts. In accordance with paragraph 55 of Statement of Financial Accounting Standards
No. 140, Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities, also known as SFAS No. 140, and
Emerging Issues Task Force 02-9, Accounting for Changes that Result in a Transferor Regaining Control of Financial Assets Sold, we recorded
$525 million of automobile contracts and the related notes payable on automobile secured financings on our Consolidated Statements of
Financial Condition and have eliminated all remaining amounts due from trusts and amounts held on behalf of trustee. We will no longer
recognize retained interest income or expense or contractual servicing income on our Consolidated Statements of Income. Rather, we will
recognize interest income on automobile contracts held in these trusts and record interest expense on notes payable on automobile secured
financings. These loans were considered in the overall evaluation of the adequacy of our allowance for credit losses. See �� Financial Condition �
Asset Quality.�

During the first quarter of 2003, delinquent accounts greater than 120 days past due that were subject to Chapter 13 bankruptcy proceedings
were reclassified to contracts receivable and the related reserves
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were reclassified to the allowance for credit losses on the Consolidated Statements of Financial Condition. Previously, such amounts were
reported as nonperforming assets and were included in other assets on the Statement of Financial Condition. The prior year amounts have been
reclassified accordingly. These contracts were considered in the overall evaluation of the adequacy of our allowance for credit losses.

Critical Accounting Policies

Management believes critical accounting policies are important to the portrayal of our financial condition and results of operations. Critical
accounting policies require difficult and complex judgments because they rely on estimates about the effect of matters that are inherently
uncertain due to the impact of changing market conditions. The following is a summary of accounting policies we consider critical.

Securitization Transactions
Contracts sold by us to our special purpose entity subsidiaries in connection with a securitization transaction are treated as having been sold

for bankruptcy purposes and as secured financings under Generally Accepted Accounting Principles, also known as GAAP. For GAAP
purposes, the contracts are retained on the balance sheet with the securities issued to finance the contracts recorded as notes payable on
automobile secured financing. We record interest income on the securitized contracts and interest expense on the notes issued through the
securitization transactions.

As servicer of these contracts, we may hold and remit funds collected from the borrowers on behalf of the trustee pursuant to reinvestment
contracts that we have entered into or we may send funds to a trustee to be held until the distribution dates, depending on the terms of our
securitizations. For securitization transactions that were treated as sales, these amounts were reported as amounts held on behalf of trustee on our
Consolidated Statements of Financial Condition.

Allowance for Credit Losses
Management determines the amount of the allowance for credit losses based on a review of various quantitative and qualitative analyses.

Quantitative analyses include the review of chargeoff trends by loan program and loan type on an owned and managed basis, analysis of
cumulative losses on both a managed and sold basis and evaluation of credit loss experience by credit tier and geographic location. Other
quantitative analyses include the evaluation of the size of any particular asset group, the concentration of any credit tier, the level of
nonperformance and the percentage of delinquency.

Qualitative analyses include trends in chargeoffs over various time periods and at various statistical midpoints and high points, the severity
of depreciated values of repossessions or foreclosures, trends in the number of days repossessions are held in inventory, trends in the number of
loan modifications, trends in delinquency roll rates, trends in deficiency balance collections both internally and from collection agencies, trends
in custom scores and the effectiveness of our custom scores and trends in the economy generally or in specific geographic locations. Despite
these analyses, we recognize that establishing allowance for credit losses is not an exact science and can be highly judgmental in nature.

The analysis of the adequacy of the allowance for credit losses is not only dependent upon effective quantitative and qualitative analyses,
but also effective loan review and asset classification. We classify our assets in accordance with regulatory guidance. Our multifamily and
commercial loan portfolios are evaluated individually while our single family and consumer portfolios are evaluated in pools. We classify our
loan portfolios into five categories: Pass, Special Mention, Substandard, Doubtful and Loss. Based upon our asset classifications, we establish
general and specific valuation allowances.

General valuation allowances are determined by applying various factors to loan balances that are classified as Pass, Special Mention,
Substandard or Doubtful. Specific valuation allowances represent loan amounts that are classified as Loss. Some assets may be split into more
than one asset classification due to fair value or net realizable value calculations. This approach allows for enhanced analysis as it highlights the
need for more allowance than would be generally allocated if held in one classification.
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All contracts that are 60 to 90 days delinquent are automatically classified as Special Mention. Real estate loans that are manifesting a
weakness in performance are classified as Special Mention. Any contract that is 90 or more days delinquent is automatically classified as
Substandard. Real estate loans that are manifesting a significant weakness in performance are also classified as Substandard. Any multifamily
loan that is impaired is classified as Substandard. Any contract where the borrower has filed for bankruptcy or where the vehicle has been
repossessed by us and is subject to a redemption period is classified as Substandard, with the difference between the wholesale book value and
loan balance classified as Loss.

The allowance for credit losses is increased by charging the provision for credit losses and decreased by actual losses on the loans or by
reversing the allowance for credit losses through the provision for credit losses when the amount of loans held on balance sheet is reduced
through securitization transactions treated as sales.

Derivatives and Hedging Activities

Deposits and Securities Sold Under Agreements to Repurchase

We may enter into cash flow hedges that will protect against potential changes in interest rates affecting interest payments on future
deposits gathered by us and future securities sold under agreements to repurchase. The fair value of the interest rate swap agreements is included
in deposits and securities sold under agreements to repurchase, respectively, and any change in the fair value is reported as accumulated other
comprehensive income (loss), net of tax, on our Consolidated Statements of Financial Condition. Related interest income or expense is settled on
a quarterly basis and is recorded in accumulated other comprehensive income (loss) and reclassified into earnings in the period during which
cash flows on the hedged items affect income.

Notes Payable on Automobile Secured Financing

The contracts originated and held by us are fixed rate and, accordingly, we have exposure to changes in interest rates. To protect against
potential changes in interest rates affecting interest payments on future securitization transactions, we may enter into various hedge agreements
prior to closing the transaction. The market value of these hedge agreements is designed to respond inversely to changes in interest rates.
Because of this inverse relationship, we can effectively lock in a gross interest rate spread at the time of entering into the hedge transaction.
Gains and losses on these agreements are recorded in accumulated other comprehensive income (loss), net of tax, on our Consolidated
Statements of Financial Condition. Any ineffective portion is recognized in interest expense during that period if the hedge is greater than 100%
effective. Upon completion of the securitization transaction, the gains or losses are recognized in full as an adjustment to the gain or loss on the
sale of the contracts if the securitization transaction is treated as a sale or amortized on a level yield basis over the duration of the notes issued if
the transaction is treated as a secured financing.

If we issue certain variable rate notes payable in connection with our securitization activities, we also may enter into interest rate swap
agreements in order to hedge our variable interest rate exposure on future interest payments. The fair value of the interest rate swap agreements
is included in notes payable on automobile secured financing, and any change in the fair value is reported as accumulated other comprehensive
income (loss), net of tax, on our Consolidated Statements of Financial Condition. Any ineffective portion is recorded in interest expense during
that period if the hedge is greater than 100% effective. Related interest income or expense is settled on a quarterly basis and recognized as an
adjustment to interest expense in our Consolidated Statements of Income.

We also enter into interest rate swap agreements or other derivatives that we choose not to designate as hedges or that do not qualify for
hedge accounting under Statement of Financial Accounting Standards No. 133, Accounting for Derivative Instruments and Hedging Activities,
as amended, also known as SFAS No. 133. These derivatives pertain to variable rate notes issued in conjunction with the securitization of our
contracts. Any change in the market value of such derivatives is recorded to noninterest income each month. Any income or expense recognized
on such derivatives is recognized as miscellaneous noninterest income or expense.
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Results of Operations

Net Interest Income

Net interest income is affected by the difference between the rate earned on our interest earning assets and the rate paid on our interest
bearing liabilities (interest rate spread) and the relative amounts of our interest earning assets and interest bearing liabilities. For the three months
ended March 31, 2003 and 2002, net interest income totaled $166 million and $142 million, respectively. The increase in net interest income was
the result of us holding more automobile contracts on the balance sheet even as overall net interest margins declined. Net interest income totaled
$612 million, $471 million and $270 million for the years ended December 31, 2002, 2001 and 2000, respectively. The increase in net interest
income for each of the past three years is primarily the result of us holding a greater percentage of contracts on balance sheet as we utilized our
own liquidity sources and completed public securitizations.

The following table presents information relating to the average balances and interest rates on an owned basis for the periods indicated:

For the Three Months Ended March 31,

2003 2002

Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate

(Dollars in thousands)
Interest earning assets:

Total investments:
Mortgage-backed securities $ 2,485,200 $ 24,773 3.99% $ 2,110,468 $ 27,982 5.30%
Other short-term investments 238,695 1,323 2.25 140,380 1,159 3.35
Investment securities 9,957 93 3.75 10,619 118 4.45
Interest earning deposits with
others 10,245 25 0.98 5,806 25 1.69

Total investments 2,744,097 26,214 3.82 2,267,273 29,284 5.17
Total loans:

Consumer loans 9,696,850 276,131 11.55 7,171,640 225,450 12.75
Mortgage loans(1) 271,943 3,819 5.62 351,960 5,803 6.59
Commercial loans 115,537 1,338 4.63 100,716 1,659 6.59

Total loans 10,084,330 281,288 11.31 7,624,316 232,912 12.38

Total interest earning assets 12,828,427 307,502 9.71 9,891,589 262,196 10.73
Noninterest earning assets:

Amounts due from trusts 131,741
Retained interest in securitized assets 34,978
Premises, equipment and real estate
owned 77,748 79,018
Other assets 394,248 572,655
Less: allowance for credit losses 273,730 181,888

Total $13,026,693 $10,528,093

Interest bearing liabilities:
Deposits $ 1,963,276 $ 17,556 3.63 $ 2,343,538 $ 21,010 3.64
Securities sold under agreements to
repurchase 248,374 1,289 2.08 146,908 1,045 2.84
FHLB advances and other borrowings 426,590 1,631 1.55 470,646 2,500 2.15

9,017,784 110,799 4.91 6,221,646 92,018 5.92
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Notes payable on automobile secured
financing
Subordinated debentures 398,812 9,937 9.97 147,760 3,497 9.47

Total interest bearing liabilities 12,054,836 141,212 4.69 9,330,498 120,070 5.16
Noninterest bearing liabilities:

Amounts held on behalf of trustee 329,249
Other liabilities 347,845 302,900
Shareholders� equity 624,012 565,446

Total $13,026,693 $10,528,093

Net interest income and interest rate
spread $166,290 5.02% $142,126 5.57%

Net yield on average interest earning
assets 5.19% 5.75%
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For the Year Ended December 31,

2002 2001 2000

Average Yield/ Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate Balance Interest Rate

(Dollars in thousands)
Interest earning assets:

Total investments:
Mortgage-backed
securities $ 2,202,950 $ 113,327 5.14% $2,245,861 $133,539 5.95% $1,870,908 $128,231 6.85%
Other short-term
investments 338,485 7,635 2.26 159,599 7,468 4.68 246,908 15,609 6.32
Investment
securities 5,105 318 6.22 7,194 433 6.02 10,216 535 5.24
Interest earning
deposits with others 30,044 343 1.14 2,628 74 2.80 2,069 110 5.32

Total
investments 2,576,584 121,623 4.72 2,415,282 141,514 5.86 2,130,101 144,485 6.78

Total loans:
Consumer loans 8,012,003 993,417 12.40 5,746,413 779,256 13.56 2,672,690 386,182 14.45
Mortgage loans(1) 329,693 22,865 6.94 441,804 34,536 7.82 551,498 44,225 8.02
Commercial loans 90,642 5,035 5.55 99,904 7,321 7.33 97,586 8,929 9.15

Total loans 8,432,338 1,021,317 12.11 6,288,121 821,113 13.06 3,321,774 439,336 13.23

Total interest
earning assets 11,008,922 1,142,940 10.38 8,703,403 962,627 11.06 5,451,875 583,821 10.71

Noninterest earning
assets:

Amounts due from
trusts 121,627 227,890 413,653
Retained interest in
securitized assets 15,888 74,509 141,724
Premises, equipment
and real estate owned 80,277 82,277 84,627
Other assets 553,654 318,674 227,095
Less: allowance for
credit losses 208,341 126,376 76,306

Total $11,572,027 $9,280,377 $6,242,668

Interest bearing
liabilities:

Deposits $ 2,196,261 80,015 3.64 $2,319,466 114,831 4.95 $2,380,155 133,610 5.61
Securities sold under
agreements to
repurchase 222,154 5,543 2.50 155,387 7,014 4.51 449,778 27,950 6.21
FHLB advances and
other borrowings 244,284 5,281 2.16 443,337 20,424 4.61 270,043 16,694 6.18
Notes payable on
automobile secured
financing 7,426,265 406,851 5.48 5,018,456 333,768 6.65 1,655,936 118,421 7.15
Subordinated
debentures 331,990 33,226 10.01 170,531 15,907 9.33 192,025 17,197 8.96

Total interest
bearing liabilities 10,420,954 530,916 5.09 8,107,177 491,944 6.07 4,947,937 313,872 6.34

Noninterest bearing
liabilities:
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Amounts held on
behalf of trustee 240,667 365,376 693,810
Other liabilities 394,863 278,325 169,435
Shareholders� equity 515,543 529,499 431,486

Total $11,572,027 $9,280,377 $6,242,668

Net interest income and
interest rate spread $ 612,024 5.29% $470,683 4.99% $269,949 4.37%

Net yield on average
interest earning assets 5.56% 5.41% 4.95%

(1) For the purpose of these computations, nonaccruing loans are included in the average loan amounts outstanding.
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The total interest rate spread decreased 55 basis points for the three months ended March 31, 2003 compared with the three months ended
March 31, 2002 due to a decrease of 102 basis points in the yield on interest earning assets while the cost of funds decreased by only 47 basis
points. The decrease in yield on interest earning assets is due primarily to our shift to originating a higher percentage of prime credit quality
contracts and an overall lower interest rate environment. The decline in the cost of funds was moderated by the increase in the amount of
subordinated debentures held by us in the first quarter of 2003 as compared with the same period a year earlier.

The total interest rate spread increased 30 basis points for 2002 compared with 2001 due to a decrease of 68 basis points in the yield on
interest earning assets combined with a decrease in the cost of funds of 98 basis points. The decrease in the yield on interest earning assets is due
primarily to originating a higher percentage of prime credit quality contracts and a lower interest rate environment. The decrease in the cost of
funds in 2002 and 2001 is due primarily to a lower interest rate environment. The increase in yield on interest earning assets for 2001 compared
with 2000 was due primarily to a higher percentage of contracts held on the balance sheet. The decrease in the cost of funds in 2001 compared
with 2000 was due to a lower interest rate environment.

The following table sets forth the changes in net interest income attributable to changes in volume (change in average portfolio volume
multiplied by prior period average rate) and changes in rates (change in weighted average interest rate multiplied by prior period average
portfolio balance):

For the Three Months Ended
March 31, 2003

Compared to Three Months Ended
March 31, 2002(1)

Volume Rate Total

(Dollars in thousands)
Interest income:

Mortgage-backed securities $ 21,774 $ (24,983) $ (3,209)
Other short-term investments 2,214 (2,050) 164
Investment securities (79) 54 (25)
Interest earning deposits with others 53 (53)

Total loans:
Consumer loans 175,808 (125,127) 50,681
Mortgage loans 13,740 (15,724) (1,984)
Commercial loans 1,201 (1,522) (321)

Total interest earning assets $214,711 $(169,405) $45,306

Interest expense:
Deposits $ (3,397) $ (57) $ (3,454)
Securities sold under agreements to repurchase 398 (154) 244
FHLB advances and other borrowings (218) (651) (869)
Notes payable on automobile secured financings 30,273 (11,492) 18,781
Subordinated debentures 6,246 194 6,440

Total interest bearing liabilities $ 33,302 $ (12,160) $21,142

Net change in net interest income $24,164
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2002 Compared to 2001(1) 2001 Compared to 2000(1)

Volume Rate Total Volume Rate Total

(Dollars in thousands)
Interest income:

Mortgage-backed securities $ (2,488) $ (17,724) $ (20,212) $ 23,547 $(18,239) $ 5,308
Other short-term investments 5,400 (5,233) 167 (4,696) (3,445) (8,141)
Investment securities (129) 14 (115) (174) 72 (102)
Interest earning deposits with others 339 (70) 269 25 (61) (36)

Total loans:
Consumer loans 285,525 (71,364) 214,161 418,248 (25,174) 393,074
Mortgage loans (8,085) (3,586) (11,671) (8,610) (1,079) (9,689)
Commercial loans (631) (1,655) (2,286) 206 (1,814) (1,608)

Total interest earning assets $279,931 $ (99,618) $180,313 $428,546 $(49,740) $378,806

Interest expense:
Deposits $ (5,820) $ (28,996) $ (34,816) $ (3,496) $(15,283) $ (18,779)
Securities sold under agreements to
repurchase 2,344 (3,815) (1,471) (9,702) (11,234) (20,936)
FHLB advances and other borrowings (6,935) (8,208) (15,143) 8,748 (5,018) 3,730
Notes payable on automobile secured
financings 139,398 (66,315) 73,083 224,186 (8,839) 215,347
Subordinated debentures 16,081 1,238 17,319 (1,980) 690 (1,290)

Total interest bearing liabilities $145,068 $(106,096) $ 38,972 $217,756 $(39,684) $178,072

Net change in net interest income $141,341 $200,734

(1) In the analysis of interest changes due to volume and rate, the changes due to the volume/rate variance (the combined effect of change in
weighted average interest rate and change in average portfolio balance) have been allocated proportionately based on the absolute value of
the volume and rate variances. If there was no balance in the previous year, the total change was allocated to volume.

Provision for Credit Losses

We maintain an allowance for credit losses to cover probable losses that can be reasonably estimated for the loans held on the balance sheet.
The allowance for credit losses is increased by charging the provision for credit losses and decreased by actual losses on the loans or reversing
the allowance for credit losses through the provision for credit losses when the amount of loans held on balance sheet is reduced through
securitization transactions treated as sales. The level of allowance is based principally on the outstanding balance of loans held on balance sheet
and historical loss trends. We believe that the allowance for credit losses is currently adequate to absorb probable losses in our owned loan
portfolio that can be reasonably estimated.

For the three months ended March 31, 2003, the provision for credit losses totaled $79.9 million compared with $65.7 million for the same
period a year earlier. For the three months ended March 31, 2003 and 2002, net chargeoffs were $68.2 million and $47.5 million, respectively.
The increase in the provision for credit losses for the three months ended March 31, 2003 as compared with the same period a year earlier was a
result of our loans held on balance sheet increasing by approximately $736 million or 7.8% from December 31, 2002 as well as an increase in
chargeoffs due to the slowdown in the economy.

For the three months ended March 31, 2003, we recorded $11.7 million in provisions for credit losses in excess of chargeoffs as a result of
the growth of our automobile contract portfolio. The provision for credit losses was $306 million, $197 million and $82.1 million for the years
ended December 31, 2002, 2001 and 2000, respectively. Net chargeoffs were $215 million, $123 million and $42.3 million for the same
respective periods. The increase in provision for credit losses for each of the past three years was the result of a higher level of contracts held on
balance sheet as well as higher chargeoffs.
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Noninterest Income

Automobile Lending Income

Since the first quarter of 2000, we have not completed a securitization that has been accounted for as a sale. For transactions treated as sales
prior to April 2000, we recorded a non-cash gain equal to the present value of the estimated future cash flows from the portfolio of contracts sold
less the write-off of dealer participation balances and the effect of hedging activities. For these securitizations, net interest earned on the
contracts sold are recognized over the life of the transactions as contractual servicing income and retained interest income or expense.

The components of automobile lending income were as follows:

For the Three Months For the Year Ended
Ended March 31, December 31,

2003 2002 2002 2001 2000

(Dollars in thousands)
Fee income $20,949 $ 19,784 $ 78,723 $ 67,579 $ 57,786
Contractual servicing income 3,539 10,735 23,018 41,767
Retained interest (expense)
income, net of RISA
amortization(1) (11,649) (29,490) (27,839) 51,429
Gain on sale of contracts 7,719

Total automobile lending
income $20,949 $ 11,674 $ 59,968 $ 62,758 $158,701

(1) RISA means retained interest in securitized assets.
Automobile lending income decreased primarily as a result of us no longer issuing asset-backed securities that are treated as sales for

accounting purposes. This change is reflected in higher retained interest expense and decreases in contractual servicing income.

Fee income consists primarily of documentation fees, late charges and deferment fees on our managed portfolio, including contracts
securitized in transactions accounted for as sales and secured financings, as well as contracts not securitized. The increase in fee income is due to
the growth in our average managed contract portfolio to $9.7 billion for the three months ended March 31, 2003 compared with $8.8 billion,
$7.6 billion and $6.1 billion for the years ended December 31, 2002, 2001 and 2000, respectively.

According to the terms of each securitization, we earn contractual servicing income at a rate of 1.25% per annum on the outstanding balance
of the contracts securitized. There was no contractual servicing income for the three months ended March 31, 2003 compared to $3.5 million for
the same period in 2002. Contractual servicing income totaled $10.7 million $23.0 million and $41.8 million for the years ended December 31,
2002, 2001 and 2000, respectively. The decline was due to our transition to treating our securitizations as secured financings rather than as sales
as well as our regaining control over the assets of the trusts for all our outstanding securitization transactions previously treated as sales for
accounting purposes.

There was no retained interest expense for the three months ended March 31, 2003 as a result of our reconsolidating all remaining off
balance sheet trusts. This compares with retained interest expense of $11.6 million for the same period in 2002. Retained interest expense was
$29.5 million and $27.8 million and retained interest income was $51.4 million for the years ended December 31, 2002, 2001 and 2000,
respectively. For accounting purposes, this expense or income is recognized only on contracts sold through securitizations treated as sales.
Retained interest expense or income is dependent upon the average excess spread on the contracts sold, credit losses, the size of the sold
portfolio and the amount of amortization of the RISA. The retained interest expense recognized in 2002 is the result of higher chargeoffs on our
sold portfolio as well as revised estimates of future chargeoffs due to continued slowing in the economy. There were no chargeoffs on the sold
portfolio for the three months ended March 31, 2003 compared with $9.7 million for the three months ended March 31, 2002. Net chargeoffs on
the sold portfolio decreased to
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$30.4 million for the year ended December 31, 2002 from $50.4 million and $75.5 million for the years ended December 31, 2001 and 2000,
respectively. The outstanding sold portfolio had a weighted average gross interest rate spread of 6.70% for the three months ended March 31,
2003, compared with 6.71%, 6.97% and 7.38% for the years ended December 31, 2002, 2001 and 2000, respectively. The average balance of the
sold portfolio was $1.1 billion for the three months ended March 31, 2003 and $840 million, $1.8 billion and $3.4 billion for the years ended
December 31, 2002, 2001 and 2000, respectively.

The following table sets forth our contract sales and securitizations and related gain on sales:

For the Three Months For the Year Ended
Ended March 31, December 31,

2003 2002 2002 2001 2000 1999 1998

(Dollars in thousands)
Contract sales and
secured financings:

Secured financings $1,343,250 $2,575,000 $6,925,000 $4,220,000 $3,930,000 $ 500,000
Sales to
securitization trusts 660,000 2,500,000 $1,885,000

Total secured
financings and
sales $1,343,250 $2,575,000 $6,925,000 $4,220,000 $4,590,000 $3,000,000 $1,885,000

Gain on sale of
contracts(1) $ 7,719 $ 51,345 $ 25,622
Hedge gain (loss) on
sale of contracts(2) 5,300 7,419 (8,396)
Gain on sale of
contracts as a percent
of total revenues 1.72% 14.47% 10.72%

(1) Net of the write-off of outstanding dealer participation balances and the effect of hedging activities.

(2) Included in gain on sale of automobile contracts.
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The following table lists each of our public securitizations:

Remaining Gross
Remaining Balance as a Original Original Interest

Issue Original Balance at Percent of Weighted Weighted Average Rate

Number Close Date Balance March 31, 2003(2) Original Balance Average APR Securitization
Rate Spread(1)

(Dollars in thousands)
1985-A December,

1985 $ 110,000 Paid in full 18.50% 8.38% 10.12%
1986-A November,

1986 191,930 Paid in full 14.20 6.63 7.57
1987-A March, 1987 125,000 Paid in full 12.42 6.75 5.67
1987-B July, 1987 110,000 Paid in full 12.68 7.80 4.88
1988-A February,

1988 155,000 Paid in full 13.67 7.75 5.92
1988-B May, 1988 100,000 Paid in full 14.01 8.50 5.51
1988-C July, 1988 100,000 Paid in full 15.41 8.50 6.91
1988-D October,

1988 105,000 Paid in full 14.95 8.85 6.10
1989-A March, 1989 75,000 Paid in full 15.88 10.45 5.43
1989-B June, 1989 100,000 Paid in full 15.96 9.15 6.81
1990-A August,

1990 150,000 Paid in full 16.05 8.35 7.70
1990-1 November,

1990 150,000 Paid in full 15.56 8.50 7.06
1991-1 April, 1991 200,000 Paid in full 16.06 7.70 8.36
1991-2 May, 1991 200,000 Paid in full 15.75 7.30 8.45
1991-3 August,

1991 175,000 Paid in full 15.69 6.75 8.94
1991-4 December,

1991 150,000 Paid in full 15.53 5.63 9.90
1992-1 March, 1992 150,000 Paid in full 14.49 5.85 8.64
1992-2 June, 1992 165,000 Paid in full 14.94 5.50 9.44
1992-3 September,

1992 135,000 Paid in full 14.45 4.70 9.75
1993-1 March, 1993 250,000 Paid in full 13.90 4.45 9.45
1993-2 June, 1993 175,000 Paid in full 13.77 4.70 9.07
1993-3 September,

1993 187,500 Paid in full 13.97 4.25 9.72
1993-4 December,

1993 165,000 Paid in full 12.90 4.60 8.30
1994-1 March, 1994 200,000 Paid in full 13.67 5.10 8.57
1994-2 May, 1994 230,000 Paid in full 14.04 6.38 7.66
1994-3 August,

1994 200,000 Paid in full 14.59 6.65 7.94
1994-4 October,

1994 212,000 Paid in full 15.58 7.10 8.48
1995-1 January,

1995 190,000 Paid in full 15.71 8.05 7.66
1995-2 March, 1995 190,000 Paid in full 16.36 7.10 9.26
1995-3 June, 1995 300,000 Paid in full 15.05 6.05 9.00
1995-4 September,

1995 375,000 Paid in full 15.04 6.20 8.84
1995-5 December,

1995 425,000 Paid in full 15.35 5.88 9.47
1996-A March, 1996 485,000 Paid in full 15.46 6.13 9.33
1996-B June, 1996 525,000 Paid in full 15.74 6.75 8.99
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1996-C September,
1996 535,000 Paid in full 15.83 6.60 9.23

1996-D December,
1996 545,000 Paid in full 15.43 6.17 9.26

1997-A March, 1997 500,000 Paid in full 15.33 6.60 8.73
1997-B June, 1997 590,000 Paid in full 15.36 6.37 8.99
1997-C September,

1997 600,000 Paid in full 15.43 6.17 9.26
1997-D December,

1997 500,000 Paid in full 15.19 6.34 8.85
1998-A March, 1998 525,000 Paid in full 14.72 6.01 8.71
1998-B June, 1998 660,000 Paid in full 14.68 6.06 8.62
1998-C November,

1998 700,000 $ 37,041 5.29% 14.42 5.81 8.61
1999-A January,

1999 1,000,000 73,701 7.37 14.42 5.70 8.72
1999-B July, 1999 1,000,000 130,953 13.10 14.62 6.36 8.26
1999-C November,

1999 500,000 90,498 18.10 14.77 7.01 7.76
2000-A March, 2000 1,200,000 246,618 20.55 14.66 7.28 7.38
2000-B May, 2000 1,000,000 230,130 23.01 14.84 7.78 7.06
2000-C August,

2000 1,390,000 405,542 29.18 15.04 7.32 7.72
2000-D November,

2000 1,000,000 359,505 35.95 15.20 6.94 8.26
2001-A January,

2001 1,000,000 396,633 39.66 14.87 5.77 9.10
2001-B May, 2001 1,370,000 571,107 41.69 14.41 4.23 10.18
2001-C August,

2001 1,200,000 616,369 51.36 13.90 4.50 9.40
2002-1 March, 2002 1,800,000 1,225,331 68.07 13.50 4.26 9.24
2002-2 May, 2002 1,750,000 1,359,307 77.67 12.51 3.89 8.62
2002-3 August,

2002 1,250,000 1,045,281 83.62 12.30 3.06 9.24
2002-4 November,

2002 1,350,000 1,268,763 93.98 12.18 2.66 9.52
2003-1 February,

2003 1,343,250 1,343,250 100.00 11.79 2.42 9.37
2003-2(3) May, 2003 1,492,500 N/A 11.57 2.13 9.44

Total $31,557,180 $ 9,400,029

(1) Represents the difference between the original weighted average annual percentage rate, also known as APR, and the estimated weighted
average securitization rate on the closing date of the securitization.

(2) Represents only the note payable amounts outstanding at the period indicated.

(3) The 2003-2 securitization closed on May 29, 2003.
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Other Noninterest Income

Other noninterest income consists primarily of insurance income, mortgage banking income and miscellaneous income. For the three
months ended March 31, 2003 and 2002, other noninterest income totaled $6.8 million and $5.5 million, respectively. Other noninterest income
totaled $30.5 million, $16.1 million and $19.2 million for the years ended December 31, 2002, 2001 and 2000, respectively. The decline in other
noninterest income for the year ended 2001 is due to our decision to exit the mortgage banking business. This decision resulted in the sale of our
remaining mortgage banking operations in 1999. The increase in other noninterest income for the year ended December 31, 2002 was due to the
sale of deposits and properties in conjunction with the sale of seven Northern California branch offices. The increase in noninterest income for
the three months ended March 31, 2003 was due to the sale of properties related to the sale of these branch offices.

Noninterest Expense

For the three months ended March 31, 2003, noninterest expense totaled $68.4 million compared with $60.9 million for the same period in
2002. Noninterest expense as a percent of total revenues improved to 35% for the three months ended March 31, 2003 compared to 38% for the
same period a year ago as a result of fully amortizing our retained interest in securitized assets during 2002. Total noninterest expense was
$251 million, $245 million and $221 million for the years ended December 31, 2002, 2001 and 2000, respectively. Noninterest expense as a
percentage of total revenues improved to 36% in 2002 compared with 45% in 2001 and 49% in 2000, as a result of improved operating
efficiencies achieved through the centralization and automation of certain processes as well as the deployment of new technologies.

The efficiencies realized include increasing the conversion ratios on contracts purchased through dealer education, automating the loan
application and underwriting system, increasing the percentage of applications received via the Internet, outsourcing the data entry process,
centralizing the verification process and implementing proprietary credit scorecards and electronic funds transfers for our dealers. Operating
efficiencies also include implementing automated dialers, centralizing and upgrading payment processing and asset recovery processes,
upgrading toll-free lines for customer service and interactive voice response technology, implementing direct debit for our borrowers, imaging
for record retention and retrieval and implementing a new behavioral scoring collection system.

Income Taxes

We file federal and certain state tax returns as part of a consolidated group that includes Westcorp, the Bank and WFS. We file other state
tax returns as a separate entity. Tax liabilities from the consolidated returns are allocated in accordance with a tax sharing agreement based on
the relative income or loss of each entity on a stand-alone basis. Our effective tax rate was 40% for both the three months ended March 31, 2003
and 2002. Our effective tax rate was 36%, 39%, and 40% for the years ended December 31, 2002, 2001 and 2000, respectively. The decrease in
the effective tax rate for the year ended December 31, 2002 is a result of a one-time benefit of new legislation enacted by the State of California
that eliminated the use of the reserve method of accounting for bad debts for large banks and financial corporations for taxable income purposes.
In the first year of this change, 50% of the ending reserve amount deducted from taxable income in prior periods will be included in the current
year California taxable income. The remaining 50% of the reserve is not required to be recaptured into income, but rather represents a permanent
difference between GAAP and California tax accounting. The deferred tax liability related to this permanent difference has been eliminated from
our balance sheet and the current year state income tax provision has been reduced accordingly. See �Business � Taxation.�
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Financial Condition

Overview

We originated $1.4 billion and $1.3 billion of automobile contracts for the three months ended March 31, 2003 and 2002, respectively.
Automobile contract originations totaled $5.4 billion, $4.9 billion and $4.2 billion for the years ended December 31, 2002, 2001 and 2000,
respectively. As a result of higher contract originations, our portfolio of managed contracts reached $9.7 billion at March 31, 2003, up from
$9.4 billion, $8.2 billion and $6.8 billion at December 31, 2002, 2001 and 2000, respectively.

Total demand deposits and money market accounts at our retail banking division were $549 million at March 31, 2003 compared with
$490 million, $812 million and $460 million at December 31, 2002, 2001 and 2000, respectively. Total demand deposit and money market
accounts represented 39% of total retail banking deposits at March 31, 2003 compared with 36%, 39% and 23% at December 31, 2002, 2001
and 2000, respectively. The commercial banking division had deposits of $582 million at March 31, 2003 compared with $517 million,
$220 million and $445 million at December 31, 2002, 2001 and 2000, respectively.

Investment and Other Securities
Our investment and other securities portfolio consists of short-term securities, including repurchase agreements and overnight investments

in federal funds. These short-term securities are maintained primarily for liquidity purposes. Additionally, we own FHLB stock as required by
our affiliation with the FHLB System and carry it at cost. The FHLB stock is included in other assets on our Consolidated Statements of
Financial Condition. We also hold owner trust certificates and obligations of states and political subdivisions, which are classified as available
for sale. The owner trust certificates are recorded at cost, which approximates fair value. The obligations of states and political subdivisions are
reported at fair value with unrealized gains and losses reflected as a separate component of shareholders� equity on our Consolidated Statements
of Financial Condition as accumulated other comprehensive income (loss), net of applicable taxes.

The following table summarizes our investment securities at the dates indicated:

March 31, December 31,

2003 2002 2001 2000

(Dollars in thousands)
Interest bearing deposits with other financial
institutions $ 46,203 $ 59,004 $ 720 $ 720
Other short-term investments 35,000 66,500
Investment securities:

Obligations of states and political
subdivisions 1,036 1,046 1,549 1,533
Owner trust certificates 3,348 4,668 6,517
FHLB stock 57,263 46,341 64,446 24,367
Other 6,000 6,031 4,294 2,684

$110,502 $115,770 $110,677 $102,321
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The following table sets forth the stated maturities of our investment securities at March 31, 2003:

Up to One Year to Five Five Years to Ten Years No Stated
One Year Years Ten Years or More Maturity

(Dollars in thousands)
Interest bearing deposits with other
financial institutions $46,203
Investment securities:

Obligations of states and political
subdivisions $ 521 $ 515
FHLB stock $57,263
Other 6,000

$46,203 $ 521 $ 515 $63,263

Weighted average interest rate(1) 0.96% 4.75% 5.35% 5.32%

(1) Calculated based on amortized cost.
Mortgage-Backed Securities

We invest in mortgage-backed securities, also known as MBS, to generate net interest margin, manage interest rate risk, provide another
source of liquidity through repurchase agreements and meet regulatory requirements. See �Business � Supervision and Regulation.� Our MBS
portfolio is classified as available for sale. Accordingly, the portfolio is reported at fair value with unrealized gains and losses reflected as a
separate component of shareholders� equity on our Consolidated Statements of Financial Condition as accumulated other comprehensive income
(loss), net of applicable taxes. The following table summarizes our MBS portfolio by issuer:

March 31, December 31,

2003 2002 2001 2000

(Dollars in thousands)
Available for sale securities:

GNMA certificates $2,751,148 $2,607,457 $2,036,369 $2,157,076
FNMA participation certificates 36,407 39,124 51,894 68,870
FHLMC participation
certificates 807 1,068 1,692 1,938
Other 1,948 2,008 2,270 2,564

$2,790,310 $2,649,657 $2,092,225 $2,230,448

The portfolio has a weighted average yield (including effects of amortization of premiums and discounts) of 3.99% and 5.30% for the three
months ended March 31, 2003 and 2002, respectively, and 5.14%, 5.95% and 5.95% for the years ended December 31, 2002, 2001 and 2000,
respectively. The weighted average coupon rate was 6.76% at March 31, 2003 compared with 6.96%, 7.48% and 7.32% at December 31, 2002,
2001 and 2000, respectively. Our MBS portfolio had remaining maturities of four years or greater at March 31, 2003 although payments are
generally received monthly throughout the life of these securities.
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Loan Portfolios

The following table sets forth the composition of our loan portfolio by type of loan, including loans held for sale, as of the dates indicated:

March 31, December 31,

2003 2002 2001 2000

Amount % Amount % Amount % Amount %

(Dollars in thousands)
Consumer loans:

Automobile
contracts $ 9,894,176 97.2% $9,147,937 96.9% $7,192,302 95.2% $4,390.265 89.2%
Other 8,400 0.1 7,531 0.1 8,826 0.1 13,456 0.3

9,902,576 97.3 9,155,468 97.0 7,201,128 95.3 4,403,721 89.5
Less: unearned
interest 85,117 0.8 91,713 1.0 108,169 1.4 94,404 1.9

Total consumer
loans 9,817,459 96.5 9,063,755 96.0 7,092,959 93.9 4,309,317 87.6

Mortgage loans:
Existing properties 263,559 2.6 277,233 2.9 361,115 4.8 498,963 10.1
Construction 13,188 0.1 14,150 0.1 15,638 0.2 14,784 0.3

276,747 2.7 291,383 3.1 376,753 5.0 513,747 10.4
Less: undisbursed
loan proceeds 7,379 0.1 8,453 0.1 3,298 0.0 6,316 0.1

Total mortgage
loans 269,368 2.6 282,930 3.0 373,455 5.0 507,431 10.3

Commercial loans 93,339 0.9 97,216 1.0 85,312 1.1 107,586 2.1

Total loans $10,180,166 100.0% $9,443,901 100.0% $7,551,726 100.0% $4,924,334 100.0%

There were no consumer loans serviced for the benefit of others at March 31, 2003 compared with $525 million, $1.2 billion and
$2.6 billion at December 31, 2002, 2001 and 2000, respectively.

Mortgage Loan Portfolio

We have from time to time originated mortgage products that we have held on our balance sheet rather than selling through the secondary
markets. Other than mortgage loans originated through the commercial banking division on a limited basis, we do not expect to add mortgage
loans to our balance sheet.

Commercial Loan Portfolio

We had outstanding commercial loan commitments of $186 million at March 31, 2003 compared with $199 million, $135 million and
$114 million at December 31, 2002, 2001 and 2000, respectively. We originated $96.7 million and $61.3 million of commercial loans for the
three months ended March 31, 2003 and 2002, respectively. We originated $354 million, $292 million and $266 million of commercial loans
during 2002, 2001 and 2000, respectively. Though we continue to focus on expanding our commercial banking operation, it was not a significant
source of revenue.
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Amounts Due From Trusts

The excess cash flows generated by contracts sold to each of the securitization trusts are deposited into spread accounts in the name of the
trustee under the terms of the securitizations treated as sales. In addition, at the time a securitization closes, we advance additional monies to our
subsidiary that originated the securitization trust to initially fund these spread accounts. As these spread accounts reach the balances required by
the trust, excess amounts are released to us and are used to pay down these amounts. The amounts due from trusts represent initial advances
made to spread accounts and excess cash flows that are still under obligation to be held in the spread accounts for securitizations treated as sales.
We had no
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amounts due from trusts at March 31, 2003 compared with $101 million, $136 million and $357 million at December 31, 2002, 2001 and 2000,
respectively. The decrease is the result of our transition to treating our securitizations as secured financings rather than as sales as well as our
regaining control over the assets of the trust for all our outstanding securitizations treated as sales for accounting purposes.

Asset Quality

Overview

Nonperforming assets, repossessions, loan delinquency and credit losses are considered by us as key measures of asset quality. Asset
quality, in turn, affects our determination of the allowance for credit losses. We also take into consideration general economic conditions in the
markets we serve, individual loan reviews and the level of assets relative to reserves in determining the adequacy of the allowance for credit
losses.

Automobile Loan Quality

We provide financing in a market where there is a risk of default by borrowers. Chargeoffs directly impact our earnings and cash flows. To
minimize the amount of credit losses we incur, we monitor delinquent accounts, promptly repossess and remarket vehicles, and seek to collect
on deficiency balances.

At March 31, 2003, the percentage of managed accounts delinquent 30 days or greater was 2.41% compared with 3.50%, 3.72% and 3.18%
at December 31, 2002, 2001 and 2000, respectively. We calculate delinquency based on the contractual due date. Net chargeoffs on average
managed contracts outstanding were 2.86% and 2.76% for the three months ended March 31, 2003 and 2002, respectively. Net chargeoffs on
average managed contracts outstanding were 2.77%, 2.27% and 1.91% for the years ended December 31, 2002, 2001 and 2000, respectively.

The following table sets forth information with respect to the delinquency of our portfolio of contracts managed, which includes automobile
contracts that are owned by us and automobile contracts that have been sold but are managed by us:

March 31, December 31,

2003 2002 2001 2000

Amount % Amount % Amount % Amount %

(Dollars in thousands)
Automobile contracts
managed $9,650,229 $9,389,974 $8,152,882 $6,818,182

Period of delinquency:
30 � 59 days $ 165,052 1.71% $ 238,204 2.54% $ 217,873 2.67% $ 157,843 2.32%
60 days or more 67,065 0.70 90,291 0.96 85,290 1.05 59,166 0.86

Total automobile
contracts delinquent and
delinquencies as a
percentage of
automobile contracts
managed $ 232,117 2.41% $ 328,495 3.50% $ 303,163 3.72% $ 217,009 3.18%
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The following table sets forth information with respect to repossessions in our portfolio of managed contracts:

March 31, December 31,

2003 2002 2001 2000

Number of Number of Number of Number of
Automobile Automobile Automobile Automobile
Contracts Amount Contracts Amount Contracts Amount Contracts Amount

(Dollars in thousands)
Automobile contracts
managed 775,090 $9,650,229 757,269 $9,389,974 690,401 $8,152,882 616,011 $6,818,182

Repossessed vehicles 1,575 $ 10,966 2,375 $ 16,433 1,168 $ 7,553 946 $ 6,199

Repossessed assets as a
percentage of number
and amount of
automobile contracts
managed 0.20% 0.11% 0.31% 0.18% 0.17% 0.09% 0.15% 0.09%

The following table sets forth information with respect to actual credit loss experience on our portfolio of contracts managed:

For the Three Months
Ended March 31, For the Year Ended December 31,

2003 2002 2002 2001 2000

(Dollars in thousands)
Automobile contracts managed at end of
period $9,650,229 $8,405,634 $9,389,974 $8,152,882 $6,818,182

Average automobile contracts managed
during period $9,533,314 $8,273,297 $8,845,635 $7,576,681 $6,076,814

Gross chargeoffs $ 90,779 $ 79,792 $ 327,161 $ 236,834 $ 165,937
Recoveries 22,598 22,633 82,372 64,626 49,697

Net chargeoffs $ 68,181 $ 57,159 $ 244,789 $ 172,208 $ 116,240

Net chargeoffs as a percentage of average
automobile contracts managed during
period 2.86% 2.76% 2.77% 2.27% 1.91%

35

Edgar Filing: WESTCORP /CA/ - Form 424B4

Table of Contents 49



Table of Contents

Cumulative static pool losses are another means of analyzing contract quality. The cumulative static pool loss of a securitization is the
cumulative amount of losses actually recognized, net of recoveries, as to the contracts securitized, up to and including a given month, divided by
the original principal balance of the contracts in that securitization. The following table sets forth the cumulative static pool losses by month for
all outstanding securitized pools:

Cumulative Static Pool Loss Curves

At March 31, 2003

Period(1) 1998-C 1999-A 1999-B 1999-C 2000-A 2000-B 2000-C 2000-D 2001-A 2001-B 2001-C 2002-1 2002-2 2002-3 2002-4 2003-1

 1 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
 2 0.04 0.04 0.04 0.02 0.03 0.02 0.04 0.04 0.03 0.03 0.04 0.01 0.00 0.02 0.02 0.01
 3 0.11 0.11 0.11 0.10 0.10 0.09 0.13 0.11 0.09 0.10 0.09 0.06 0.03 0.06 0.07
 4 0.23 0.20 0.26 0.25 0.20 0.24 0.27 0.24 0.20 0.21 0.20 0.15 0.10 0.14 0.16
 5 0.39 0.33 0.47 0.40 0.36 0.39 0.46 0.39 0.33 0.33 0.35 0.29 0.18 0.27 0.26
 6 0.50 0.46 0.66 0.56 0.55 0.59 0.65 0.54 0.50 0.50 0.49 0.43 0.32 0.44
 7 0.61 0.62 0.87 0.71 0.71 0.78 0.81 0.74 0.70 0.69 0.65 0.60 0.49 0.57
 8 0.75 0.76 1.00 0.86 0.91 0.99 0.93 0.93 0.84 0.87 0.81 0.84 0.66 0.70
 9 0.86 0.92 1.13 1.01 1.10 1.17 1.07 1.13 1.04 1.05 0.95 1.06 0.82
10 1.00 1.11 1.24 1.14 1.27 1.33 1.24 1.34 1.24 1.22 1.07 1.28 0.96
11 1.17 1.30 1.35 1.34 1.45 1.44 1.41 1.50 1.45 1.36 1.20 1.48 1.10
12 1.32 1.47 1.44 1.52 1.58 1.57 1.62 1.74 1.67 1.53 1.37 1.67
13 1.48 1.61 1.58 1.74 1.73 1.72 1.86 1.95 1.90 1.67 1.55 1.82
14 1.66 1.73 1.74 1.94 1.85 1.86 2.04 2.21 2.09 1.81 1.74
15 1.79 1.81 1.85 2.09 2.00 2.04 2.25 2.48 2.25 2.00 1.97
16 1.91 1.89 2.03 2.27 2.15 2.24 2.45 2.71 2.41 2.19 2.16
17 2.01 2.00 2.16 2.39 2.37 2.39 2.68 2.89 2.54 2.37 2.36
18 2.07 2.10 2.30 2.53 2.52 2.55 2.88 3.08 2.73 2.60 2.59
19 2.11 2.24 2.42 2.67 2.67 2.73 3.08 3.22 2.93 2.80 2.78
20 2.17 2.35 2.50 2.81 2.83 2.93 3.23 3.40 3.11 3.01 2.95
21 2.24 2.46 2.58 2.92 2.99 3.12 3.38 3.59 3.34 3.19
22 2.34 2.55 2.67 3.10 3.16 3.27 3.54 3.78 3.54 3.34
23 2.43 2.63 2.77 3.28 3.34 3.38 3.67 3.96 3.72 3.49
24 2.52 2.71 2.87 3.38 3.49 3.52 3.83 4.18 3.92
25 2.62 2.77 3.01 3.55 3.63 3.63 4.00 4.41 4.10
26 2.71 2.82 3.14 3.68 3.75 3.73 4.16 4.58 4.23
27 2.80 2.89 3.16 3.84 3.86 3.84 4.35 4.79
28 2.87 2.96 3.29 3.98 3.97 3.97 4.50 4.96
29 2.90 3.02 3.40 4.14 4.09 4.11 4.64 5.08
30 2.95 3.09 3.50 4.19 4.21 4.26 4.79
31 3.00 3.17 3.61 4.30 4.33 4.40 4.92
32 3.02 3.20 3.68 4.38 4.47 4.50 5.02
33 3.08 3.27 3.74 4.46 4.59 4.61
34 3.14 3.35 3.81 4.57 4.68 4.70
35 3.15 3.41 3.87 4.66 4.79 4.78
36 3.21 3.47 3.91 4.76 4.86
37 3.25 3.52 3.97 4.84 4.93
38 3.30 3.55 4.03 4.96
39 3.35 3.58 4.09 5.03
40 3.39 3.61 4.13 5.13
41 3.39 3.63 4.18 5.20
42 3.42 3.66 4.23 5.24
43 3.45 3.68 4.28
44 3.47 3.72 4.33
45 3.48 3.75 4.35
46 3.50 3.79
47 3.52 3.80
48 3.56 3.83
49 3.58 3.85
50 3.60 3.85
51 3.62
52 3.63
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53 3.64
Prime  Mix(2) 70% 70% 70% 67% 68% 69% 68% 68% 71% 71% 76% 70% 87% 85% 80% 80%

(1) Represents the number of months since the inception of the securitization.

(2) Represents the original percentage of prime automobile contracts securitized within each pool.
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Real Estate Loan Quality

Our mortgage delinquencies over 60 days include both single family and multifamily mortgages. We had 1.58% of total mortgage loans past
due over 60 days at March 31, 2003 compared with 1.32%, 1.85% and 1.50% at December 31, 2002, 2001 and 2000, respectively.

Nonperforming Assets

Nonperforming assets, also known as NPAs, consist of repossessed automobiles and real estate owned, also known as REO. REO is carried
at lower of cost or fair value. NPAs were $15.4 million at March 31, 2003 compared with $18.8 million, $16.6 million and $14.4 million, at
December 31, 2002, 2001 and 2000 respectively. NPAs represented 0.1% of total assets at March 31, 2003 compared with 0.2% at
December 31, 2002, 2001 and 2000. There were no impaired loans at March 31, 2003, December 31, 2002, 2001 and 2000.

Nonperforming loans, also known as NPLs, are defined as all nonaccrual loans. This includes mortgage loans 90 days or more past due,
impaired loans where full collection of principal and interest is not reasonably assured and Chapter 13 bankruptcy accounts contractually past
due over 120 days. For those accounts that are in Chapter 13 bankruptcy that are contractually past due over 120 days, all accrued interest is
reversed and income is recognized on a cash basis. When a loan is designated as nonaccrual, all previously accrued but unpaid interest is
reversed. For the three months ended March 31, 2003 and 2002, interest on NPLs excluded from interest income was $0.3 million and
$0.5 million, respectively. For the years ended December 31, 2002, 2001 and 2000, interest on nonperforming loans excluded from interest
income totaled $0.4 million, $0.6 million and $0.5 million, respectively.

Allowance For Credit Losses

Our allowance for credit losses was $281 million at March 31, 2003 compared with $269 million, $178 million and $104 million at
December 31, 2002, 2001 and 2000, respectively. We have increased our percentage of allowance for credit losses from 2.1% at December 31,
2000 to 2.8% at March 31, 2003 as we have experienced higher losses in our owned contract portfolio due to a slowing economy. Based on the
analysis we performed related to the allowance for credit losses as described under �� Critical Accounting Policies,� we believe that our allowance
for credit losses is currently adequate to cover probable losses in our loan portfolio that can be reasonably estimated.
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The following table sets forth the activity in the allowance for credit losses:

For the Three Months
Ended March 31, For the Year Ended December 31,

2003 2002 2002 2001 2000

(Dollars in thousands)
Balance at beginning of period $269,352 $178,218 $ 178,218 $ 104,006 $ 64,217
Chargeoffs:

Consumer loans (90,779) (64,599) (280,378) (162,878) (55,892)
Commercial loans (511)
Mortgage loans (71) (68) (260) (1,024) (1,234)

(90,850) (64,667) (281,149) (163,902) (57,126)
Recoveries:

Consumer loans 22,599 17,161 66,050 41,120 14,731
Mortgage loans 45 17 51

22,644 17,161 66,050 41,137 14,782

Net chargeoffs (68,206) (47,506) (215,099) (122,765) (42,344)
Provision for credit losses 79,884 65,698 306,233 196,977 82,133

Balance at end of period $281,030 $196,410 $ 269,352 $ 178,218 $104,006

Ratio of net chargeoffs during the
period to average loans owned during
the period 2.8% 2.5% 2.6% 2.0% 1.3%
Ratio of allowance for credit losses to
loans outstanding at the end of the
period 2.8% 2.5% 2.9% 2.4% 2.1%

The allowance for credit losses by loan category was as follows:

March 31, 2003 December 31, 2002

Loans in Loans in
Each Each

Category as Allowance Category as Allowance

Loan a % of as a %
of Loan a % of as a % of

Balance Total Loans Allowance Loans Balance Total Loans Allowance Loans

(Dollars in thousands)
Consumer loans $ 9,817,459 96.4% $273,046 2.8% $9,063,755 96.0% $260,502 2.9%
Single family residential 89,279 0.9 3,591 4.0 98,635 1.0 3,912 4.0
Multifamily residential 180,089 1.8 1,315 0.7 184,295 2.0 1,860 1.0
Commercial loans 93,339 0.9 3,078 3.3 97,216 1.0 3,078 3.2

$10,180,166 100.0% $281,030 2.8% $9,443,901 100.0% $269,352 2.9%

December 31,
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2001 2000

Loans in Loans in
Each Each

Category as Allowance Category as Allowance

Loan a % of as a %
of Loan a % of as a % of

Balance Total Loans Allowance Loans Balance Total Loans Allowance Loans

(Dollars in thousands)
Consumer loans $7,092,959 94.0% $167,558 2.4% $4,309,317 87.5% $ 83,501 1.9%
Single family residential 151,540 2.0 4,422 2.9 230,854 4.7 8,969 3.9
Multifamily residential 221,915 2.9 3,060 1.4 276,577 5.6 7,510 2.7
Commercial loans 85,312 1.1 3,178 3.7 107,586 2.2 4,026 3.7

$7,551,726 100.0% $178,218 2.4% $4,924,334 100.0% $104,006 2.1%
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December 31,

1999 1998

Loans in Loans in
Each Each

Category as Allowance Category as Allowance
Loan a % of as a % of Loan a % of as a % of

Balance Total Loans Allowance Loans Balance Total Loans Allowance Loans

(Dollars in thousands)
Consumer loans held for sale $1,432,644 65.7% $31,936 2.2% $ 856,871 43.0% $ 6,357 0.7%
Consumer loans 84,025 3.8 8,403 10.0 76,139 3.8 7,614 10.0
Single family residential 285,203 13.1 7,265 2.6 647,376 32.4 5,881 0.9
Multifamily residential 313,099 14.3 13,760 4.4 359,557 18.0 15,467 4.3
Commercial loans 66,927 3.1 2,853 4.3 52,940 2.8 2,341 4.4

$2,181,898 100.0% $64,217 2.9% $1,992,883 100.0% $37,660 1.9%

The following table presents summarized data relative to the allowances for credit and real estate owned losses at the dates indicated:

March 31, December 31,

2003 2002 2001 2000 1999 1998

(Dollars in thousands)
Total loans(1) $10,180,166 $9,443,901 $7,551,726 $4,924,334 $2,181,898 $1,992,833
Allowance for credit
losses 281,030 269,352 178,218 104,006 64,217 37,660
Allowance for real estate
owned losses 100 250 250 250 784 784
Loans past due 60 days
or more(2) 71,396 86,199 74,851 37,911 17,514 16,365
Nonperforming loans(3) 52,741 39,231 25,347 9,413 11,279 12,227
Nonperforming assets(4) 15,402 18,807 16,551 14,402 14,034 18,088
Allowance for credit
losses as a percent of:

Total loans 2.8% 2.9% 2.4% 2.1% 2.9% 1.9%
Loans past due 60 days
or more 393.6% 312.5% 238.1% 274.3% 366.7% 230.1%
Nonperforming loans 532.8% 686.6% 703.1% 1,104.9% 569.4% 308.0%

Total allowance for
credit losses and REO
losses as a percent of
nonperforming assets 1,825.3% 1,433.5% 1,078.3% 723.9% 463.2% 212.5%
Nonperforming loans as
a percent of total loans 0.5% 0.4% 0.3% 0.2% 0.5% 0.6%
Nonperforming assets as
a percent of total assets 0.1% 0.2% 0.2% 0.2% 0.3% 0.5%

(1) Loans net of unearned interest and undisbursed loan proceeds.

(2) Excludes Chapter 13 bankruptcy accounts greater than 120 days past due.
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(3) All nonperforming loans are on nonaccrual.

(4) Repossessed automobiles and real estate owned, net of allowance.
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Capital Resources and Liquidity

Overview

We require substantial capital resources and cash to support our business. Our ability to maintain positive cash flows from operations is the
result of consistent managed growth, favorable loss experience and efficient operations.

Principal Sources of Cash

We employ various sources to fund our operations, including collections of principal and interest from loans, deposits, securitizations,
commercial paper, advances from the FHLB, repurchase agreements, subordinated debentures and other borrowings. The sources used vary
depending on such factors as rates paid, maturities and the impact on capital.

Collection of Principal and Interest from Loans and MBS

Our primary source of funds is the collection of principal and interest from contracts originated and securitized. These monies are deposited
into collection accounts established in connection with each securitization or into our accounts for non-securitized contracts. Pursuant to
reinvestment contracts entered into in connection with most securitizations, we receive access to the amounts deposited into collection accounts
and amounts held in the spread accounts. We use those amounts so received in our daily operations to fund the purchase of contracts or to cover
the day to day costs of operations. If delinquency or chargeoff rates in a securitization exceed established triggers, amounts required to be held in
spread accounts will increase, requiring us to pledge additional collateral.

For real estate loans and MBS, principal and interest are deposited into our own accounts and such amounts are also used in our daily
operations. Total loan and MBS principal and interest collections totaled $2.1 billion and $1.8 billion for the three months ended March 31, 2003
and 2002, respectively. Such collections totaled $7.5 billion, $6.4 billion and $4.6 billion for the years ended December 31, 2002, 2001 and
2000, respectively. The increase in principal and interest collections is due to an increase in the amount of contracts managed and MBS held by
us.

Deposits

We attract both short-term and long-term deposits from the general public, commercial enterprises and institutions by offering a variety of
accounts and rates. We offer regular passbook accounts, demand deposit accounts, money market accounts, certificate of deposit accounts and
individual retirement accounts. Our retail banking division gathers deposits from 18 retail branch locations throughout Southern California. Our
commercial banking division gathers deposits by establishing commercial relationships with businesses located throughout Southern California.

The following table sets forth the amount of our deposits by type at the dates indicated:

March 31, December 31,

2003 2002 2001 2000

(Dollars in thousands)
No minimum term:

Demand deposit accounts $ 1,769 $ 1,037 $ 1,124 $ 8,229
Passbook accounts 6,409 6,688 11,192 11,768
Money market accounts 848,613 730,245 858,371 810,169
Noninterest bearing accounts 170,744 165,844 100,170 67,984

Certificate accounts:
Certificates (30 days to five years) 863,984 878,096 1,154,917 1,414,956
IRAs 94,151 94,082 147,250 165,381

Brokered deposits 99,055 98,992 56,302

$2,084,725 $1,974,984 $2,329,326 $2,478,487

Edgar Filing: WESTCORP /CA/ - Form 424B4

Table of Contents 57



40

Edgar Filing: WESTCORP /CA/ - Form 424B4

Table of Contents 58



Table of Contents

The variety of deposits we offer has allowed us to remain competitive in obtaining funds and has provided us the flexibility to respond to
changes in customer demand and competitive pressures. Generally, as other financial institutions, we have become more subject to short-term
fluctuations in deposit flows as customers have become more interest rate conscious. Our ability to attract and maintain deposits and control our
cost of funds has been, and will continue to be, significantly affected by market conditions.

The following table summarizes our average certificate and money market accounts outstanding:

For the
Three Months Ended

March 31, For the Year Ended December 31,

2003 2002 2002 2001 2000

(Dollars in thousands)
Average certificate accounts
outstanding $952,783 $1,351,196 $1,220,222 $1,441,256 $1,524,232
Average interest rate paid on
certificate accounts 5.77% 4.74% 5.23% 5.82% 5.96%
Average money market
accounts outstanding $810,176 $ 761,622 $ 748,814 $ 750,924 $ 788,603
Average interest rate paid on
money market accounts 1.58% 2.25% 1.97% 3.82% 5.35%

Deposit accounts, subject to certain FDIC attribution rules, are insured by the FDIC up to $100,000 per customer. Our maturities of
certificate accounts greater than or equal to $100,000 were as follows:

March 31, December 31,

2003 2002 2001 2000

(Dollars in thousands)
Three months or less $ 2,067 $ 1,970 $ 6,007 $ 845
Over three months through six months 1,965 2,129 5,126 3,427
Over six months through one year 179,624 180,374 237,831 247,768
Over one year through three years 114,859 119,083 168,008 278,428
Over three years 1,830 1,726 9,522 9,883

$300,345 $305,282 $426,494 $540,351

Automobile Contract Sales and Securitizations

Our business depends on our ability to aggregate and securitize contracts in the form of asset-backed securities. These transactions generate
cash proceeds that allow us to repay amounts borrowed and to purchase additional contracts. Since 1985, we have securitized over $31 billion of
automobile contracts in 59 public offerings, making us the fourth largest issuer of such securities in the nation.

Borrowings and Other Sources of Funds

Our other sources of funds include commercial paper, advances from the FHLB, sales of securities under agreements to repurchase, other
borrowings and cash generated from operations. We select from among these funding alternatives based on the timing and duration of our cash
needs, as well as the costs, maturities and other requirements of each funding source.
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The FHLB system functions in a reserve capacity for savings institutions. As a member, we are required to own capital stock in the FHLB
and are authorized to apply for advances from the FHLB on security of such stock and on certain residential mortgage loans. The Bank has been
pre-approved for advances up to 25% of its assets, based on remaining availability under credit facilities established by the Bank with the FHLB,
with 24 hours notice. Such borrowings may be made pursuant to several different programs offered from time to time by the FHLB. Additional
funds are available subject to additional collateral and other requirements. Each credit program has its own interest rate, which may be fixed or
variable, and range of maturities. The FHLB prescribes the acceptable uses to which advances pursuant to each program may be put, as well as
limitations on the sizes of advances and repayment provisions.
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Federal regulations have been promulgated which connect CRA performance with access to long-term advances from the FHLB to member
institutions. The Bank received a �satisfactory� rating in its most recent CRA evaluation.

Subordinated Debentures

In 1993, the Bank issued $125 million of 8.5% subordinated debentures due in 2003. The Bank redeemed these subordinated debentures in
July 2001. In 1998 and 2002, the Bank issued $150 million of 8.875% and $300 million of 9.625% subordinated capital debentures due in 2007
and 2012, respectively. At March 31, 2003, $104 million and $300 million were outstanding on the subordinated debentures due in 2007 and
2012, respectively, excluding discounts and issue costs. In addition to providing additional liquidity, the Bank is permitted to include
$378 million of these debentures in supplementary capital for purposes of determining compliance with risk-based capital requirements. The
Bank�s subordinated debentures are included in Tier II capital for regulatory purposes. However, during each of the five years prior to maturity,
20% of the amount included in Tier II capital is excluded for regulatory purposes. See �Business � Supervision and Regulation � The Bank �
Regulatory Capital Requirements.�

Conduit Financing

We have previously entered into secured conduit financing transactions using an automobile receivable securitization structure for
short-term financing needs. For the years ended December 31, 2002 and 2001, we issued $775 million and $650 million, respectively, of notes
secured by contracts through conduit facilities established in January 2002 and December 2001, respectively. We terminated the December 2001
facility in March 2002 in conjunction with a $1.8 billion public asset-backed securitization. The January 2002 facility was terminated in May
2002 in conjunction with a $1.8 billion public asset-backed securitization. We have not entered into a secured conduit financing in 2003.

Principal Uses of Cash

Acquisition of Loans and Investment Securities

Our most significant use of cash is for the acquisition of contracts, MBS and other investment securities. Loan originations totaled
$1.5 billion and $1.3 billion for the three months ended March 31, 2003 and 2002, respectively. Loan originations totaled $5.8 billion,
$5.2 billion and $4.5 billion for the years ended December 31, 2002, 2001 and 2000, respectively. We purchased $519 million and $355 million
of MBS and other investment securities for the three months ended March 31, 2003 and 2002, respectively. We purchased $1.6 billion,
$1.2 billion and $963 million of MBS and other investment securities for the years ended December 31, 2002, 2001 and 2000, respectively.

Payments of Principal and Interest on Securitizations

Under the terms of our reinvestment contract, we fund quarterly payments of interest and principal to security holders derived from the cash
flows received on the securitized contracts that we service. Payments of principal and interest to security holders totaled $1.1 billion and
$1.6 billion for the three months ended March 31, 2003 and 2002, respectively. Payments of principal and interest to security holders totaled
$5.6 billion, $3.7 billion and $2.7 billion for the years ended December 31, 2002, 2001 and 2000, respectively. Payments of principal and
interest have increased as a result of an increase in the amount of automobile asset-backed securities outstanding.

Amounts Paid to Dealers

Consistent with industry practice, we generally pay dealer participation to the originating dealer for each contract purchased. Participation
paid to dealers totaled $32.0 million and $29.6 million for the three month ended March 31, 2003 and 2002, respectively. Participation paid to
dealers totaled $129 million, $121 million and $100 million for the years ended December 31, 2002, 2001 and 2000, respectively. Typically, the
acquisition of prime quality contracts higher up the prime credit quality spectrum requires a higher amount of participation paid to the dealers
due to increased level of competition for such contracts.
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The amount of participation paid to dealers increased primarily as a result of an increase in the amount of contracts purchased.

Advances Due to Servicer

As the servicer of securitized contracts, we periodically make advances to the securitization trusts to provide for temporary delays in the
receipt of required payments by borrowers in accordance with servicing agreements. We receive reimbursement of these advances through
payments from the obligors on the contracts or from the trustee at the time a contract liquidates.

Operating Our Business

Our largest operating expenditure is salaries and benefits paid to our associates. Other expenditures include occupancy, collection,
repossession, telephone and data processing costs. We also use substantial amounts of cash in capital expenditures for automation and new
technologies to remain competitive and to become more efficient. See �Business � Our Business Strategy � Create Operating Efficiencies Through
Technology and Best Practices.�

Capital Requirements

The Bank is a federally chartered savings bank. As such, it is subject to certain minimum capital requirements imposed by the Financial
Institutions Reform, Recovery and Enforcement Act, also known as FIRREA, and the Federal Deposit Insurance Corporation Improvement Act,
also known as FDICIA. FDICIA separates all financial institutions into one of five capital categories: �well capitalized,� �adequately capitalized,�
�undercapitalized,� �significantly undercapitalized,� and �critically undercapitalized.� In order to be considered �well capitalized,� a financial institution
must have a total risk-based capital ratio of 10.0% or greater, a tier 1 risk-based capital ratio of 6.0% or greater, a core capital ratio of 5.0% or
greater and not be subject to any OTS order. The Bank currently meets all requirements of a �well capitalized� financial institution. See
�Supervision and Regulation � Regulatory Capital Requirements.�

The following table summarizes the Bank�s actual capital and required capital as of March 31, 2003, December 31, 2002, 2001 and 2000:

Tier 1
Tangible Core Risk-Based Risk-Based
Capital Capital Capital Capital

(Dollars in thousands)
March 31, 2003
Actual Capital:

Amount $745,429 $745,429 $742,421 $1,238,280
Capital ratio 6.12% 6.12% 7.90% 13.17%

FIRREA minimum required capital:
Amount $182,795 $365,590 N/A $ 751,992
Capital ratio 1.50% 3.00% N/A 8.00%
Excess $562,634 $379,839 N/A $ 486,288

FDICIA well capitalized required capital:
Amount N/A $609,317 $563,994 $ 939,991
Capital ratio N/A 5.00% 6.00% 10.00%
Excess N/A $136,112 $178,427 $ 298,289

December 31, 2002
Actual Capital:

Amount $728,631 $728,631 $655,142 $1,143,345
Capital ratio 6.43% 6.43% 7.67% 13.38%

FIRREA minimum required capital:
Amount $169,991 $339,981 N/A $ 683,481
Capital ratio 1.50% 3.00% N/A 8.00%
Excess $558,640 $388,650 N/A $ 459,864
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Tier 1
Tangible Core Risk-Based Risk-Based
Capital Capital Capital Capital

(Dollars in thousands)
FDICIA well capitalized required capital:

Amount N/A $566,635 $512,611 $854,351
Capital ratio N/A 5.00% 6.00% 10.00%
Excess N/A $161,996 $142,531 $288,994

December 31, 2001
Actual Capital:

Amount $602,491 $602,491 $602,491 $841,144
Capital ratio 7.29% 7.29% 8.49% 11.86%

FIRREA minimum required capital:
Amount $123,957 $247,915 N/A $567,523
Capital ratio 1.50% 3.00% N/A 8.00%
Excess $478,534 $354,576 N/A $273,621

FDICIA well capitalized required capital:
Amount N/A $413,192 $425,642 $709,404
Capital ratio N/A 5.00% 6.00% 10.00%
Excess N/A $189,299 $176,849 $131,740

December 31, 2000
Actual Capital:

Amount $533,571 $533,571 $533,571 $780,317
Capital ratio 8.03% 8.03% 8.32% 12.16%

FIRREA minimum required capital:
Amount $ 99,664 $199,327 N/A $513,242
Capital ratio 1.50% 3.00% N/A 8.00%
Excess $433,907 $334,244 N/A $267,075

FDICIA well capitalized required capital:
Amount N/A $332,212 $384,931 $641,552
Capital ratio N/A 5.00% 6.00% 10.00%
Excess N/A $201,359 $148,640 $138,765

The following table reconciles the Bank�s capital in accordance with GAAP to the Bank�s tangible, core and risk-based capital:

March 31, December 31,

2003 2002 2001 2000

(Dollars in thousands)
Bank shareholder�s equity � GAAP basis $ 549,044 $ 532,902 $472,132 $462,226

Plus: net unrealized losses 90,744 94,220 52,214 14,816
Plus: minority interest in equity of subsidiaries 105,798 101,666 78,261 56,644
Less: non-permissible activities (157) (157) (116) (115)

Total tangible and core capital 745,429 728,631 602,491 533,571
Adjustments for risk-based capital:

Subordinated debentures(1) 380,314 380,314 149,554 166,497
General loan valuation allowance(2) 119,170 107,889 89,099 80,249
Low-level recourse deduction (7,013) (73,489)

Risk-based capital $1,237,900 $1,143,345 $841,144 $780,317
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(1) Excludes capitalized discounts and issue costs.

(2) Limited to 1.25% of risk-weighted assets.
We manage the Bank to higher internal capital targets than the standards defined by FDICIA for qualification as �well capitalized� because,

among other reasons, many of the automobile contracts we originate possess one or more of the factors identified by the OTS as factors
indicative of subprime loans.
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See �Risk Factors � Risks Related to Regulatory Factors � OTS guidance regarding subprime lending may affect the Bank�s capital requirements.�
Starting in the fifth year prior to maturity, 20% per year of the principal amount of subordinated debentures outstanding can no longer be
included as tier II capital. As a result, we will need to replace that capital in order to maintain the current capital levels of the Bank. Capital can
be increased through increases in retained earnings and from the issuance of equity and new subordinated debentures. In addition, the amount of
capital required can be reduced through sales of assets.

Quantitative and Qualitative Disclosure About Market Risk

Fluctuations in interest rates and early prepayment of contracts are the primary market risks facing us. Our Credit and Pricing Committee is
responsible for setting credit and pricing policies and for monitoring credit quality. Our Asset/ Liability Committee is responsible for the
management of interest rate and prepayment risks. Asset/ liability management is the process of measuring and controlling interest rate risk
through matching the maturity and repricing characteristics of interest earning assets with those of interest bearing liabilities.

The Asset/ Liability Committee closely monitors interest rate and prepayment risks and recommends policies for managing such risks. The
primary measurement tool for evaluating this risk is the use of interest rate shock analysis. This analysis simulates the effects of an instantaneous
and sustained change in interest rates (in increments of 100 basis points) on our assets and liabilities and measures the resulting increase or
decrease to our net portfolio value, also known as NPV. NPV is the discounted value of the future cash flows (or �paths� of cash flows in the
presence of options based on volatility assumptions and an arbitrage free Monte Carlo simulation method to achieve the current market price) of
all assets minus all liabilities whose value is affected by interest rate changes plus the book value of non-interest rate sensitive assets minus the
book value of non-interest rate sensitive liabilities. It should be noted that shock analysis is objective but not entirely realistic in that it assumes
an instantaneous and isolated set of events. The NPV ratio is the ratio of the NPV to the market value of our assets as calculated above. In
general, an increase in interest rates would more adversely affect our NPV than would a decrease in interest rates.

Another important measurement of our interest rate risk is �GAP� analysis. GAP is defined as the difference between the amount of interest
sensitive assets that reprice versus the amount of interest sensitive liabilities that also reprice within a defined period of time. We have more
interest sensitive liabilities rather than assets repricing in shorter term maturity buckets and more interest sensitive assets rather than liabilities
repricing in longer term maturity buckets.

The Asset/ Liability Committee monitors our hedging activities to ensure that the value of hedges, their correlation to the loans being
hedged and the amounts being hedged continue to provide effective protection against interest rate risk. The amount and timing of hedging
transactions are determined by our senior management based upon the monitoring activities of the Asset/ Liability Committee. As a result of our
approach to interest rate risk management and our hedging strategies, we do not anticipate that changes in interest rates will materially affect our
results of operations or liquidity, although we can provide no assurance in this regard.
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The following table summarizes our maturity GAP position:

Interest Rate Sensitivity Analysis at March 31, 2003

Within 3 Months 1 Year to 3 Years to After
3 Months to 1 Year 3 Years 5 Years 5 Years Total

(Dollars in thousands)
Interest earning assets:

Investment securities $ 6,017 $ 1,020 $ 7,037
Other investments 45,694 $ 509 46,203
Mortgage-backed securities 477,780 818,416 $1,056,951 $ 284,438 152,725 2,790,310

Total investments 529,491 818,925 1,056,951 284,438 153,745 2,843,550
Consumer loans(1) 684,854 2,696,179 4,644,513 1,742,267 49,646 9,817,459
Mortgage loans:

Adjustable rate(2) 208,830 34,284 243,114
Fixed rate(2) 1,825 3,930 11,609 1,552 1,529 20,445

Construction loans(2) 5,809 5,809
Commercial loans(2) 87,947 3,399 706 242 1,045 93,339

Total interest earning
assets
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