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TCF Financial Corporation and Subsidiaries

At or For the Year Ended December 31,
(Dollars in thousands, except per-share data) 2006 2005 % Change

Operating  Results:
Net interest income $537,530 $517,690 3.8%

Provision for credit losses 20,689 8,586 141.0 
Net interest income after provision for credit losses 516,841 509,104 1.5

Non-interest income:
Fees and other revenue 489,464 467,571 4.7

Gains on sales of securities available for sale – 10,671 (100.0)
Total non-interest income 489,464 478,242 2.3

Non-interest expense 649,197 606,936 7.0
Income before income tax expense 357,108 380,410 (6.1)

Income tax expense 112,165 115,278 (2.7)
Net income $244,943 $265,132 (7.6)

Per  Common Share  Information:
Basic earnings $ 1.90 $ 2.00 (5.0)%
Diluted earnings 1.90 2.00 (5.0)
Dividends declared .92 .85 8.2
Stock price:

High 28.41 32.03
Low 24.23 24.55
Close 27.42 27.14 1.0

Book value 7.92 7.46 6.2
Price to book value 3.46 X 3.64 X (4.9)

Financial  Ratios:
Return on average assets 1.74% 2.08% (16.3)
Return on average common equity 24.37 28.03 (13.1)
Net interest margin 4.16 4.46 (6.7)
Net charge-offs as a percentage of average loans and leases .17 .29 (41.4)

Total equity to total assets at year end 7.04 7.46 (5.6)

Financial Highlights
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While 2006 was TCF’s second best year in its history,

we did not achieve our financial goals. It was a difficult

year for TCF given the interest rate environment. In

July 2006, the yield curve inverted (short-term rates

exceed long-term rates). This is the most difficult interest

rate operating environment for TCF. 

Highlights:

• TCF earned $244.9 million in 2006, down 7.6 

percent from the previous year. Earnings per share 

(EPS) were $1.90, down five percent from the 

previous year.

• TCF’s return on average assets (ROA) was 1.74 per-

cent and return on average equity (ROE) was 24.37

percent. TCF continues to be a high performing 

financial institution.

• TCF’s stock price closed at $27.42 on December 31,

2006, up one percent from $27.14 per share on

December 31, 2005.

• TCF recently increased its annual dividend to 

$.97 per share in 2007, a 5.4 percent increase. 

This is the 16th consecutive year we have increased

the dividend.

2006 Annual Report 1

Lynn A. Nagorske, Chief Executive Officer

Dear Stockholders:
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The major factors affecting our performance in 2006

were as follows:

1.  Interest  Rates

The year began with a flat yield curve, where short-

term and long-term rates were approximately the same.

After 17 increases in short-term rates from mid 2004

through June of 2006, the Federal Reserve Board opted

to keep short-term rates unchanged due to slowing

economic activity. Longer-term yields then fell, resulting

in an inverted yield curve where short-term rates were

higher than long-term rates. At December 31, 2006,

one month LIBOR was 5.32 percent or 61 basis points

higher than longer-term ten-year Treasury yields.

This interest rate environment produced an unfavor-

able mix shift on both sides of the balance sheet. On

the asset side, higher yielding variable-rate home equity

and commercial loans prepaid or refinanced into lower

yielding fixed-rate loans.

At the same time, depositors took notice of short-term

interest rates in excess of five percent and began chang-

ing their behavior. This resulted in growth of higher

interest cost, market-sensitive deposits such as TCF’s

premier products and certificates of deposit versus Totally

Free Checking (zero interest) deposits. Accordingly,

most of our deposit growth occurred in these higher

interest cost categories.

Both of these mix changes impacted production vol-

umes and compressed TCF’s net interest margin. In

2006, TCF’s interest-earning assets grew $1.3 billion,

or 11 percent. However, TCF’s 2006 net interest margin

declined 30 basis points or 6.7 percent to 4.16 percent

and as a result, net interest income in 2006 grew only

$19.8 million, or 3.8 percent. While TCF’s net interest

margin declined in 2006, it remains approximately 

70 basis points higher than the average of the Top 50

Banks in the United States.

2.  Credit  Qual ity

TCF’s credit quality remains very good. TCF’s net

charge-offs for 2006 were .17 percent – a very low

level. The allowance for loan and lease losses at

December 31, 2006 was $58.5 million or .52 percent

of loans and leases outstanding. At December 31, 2006,

non-performing assets totaled $65.6 million, up $18.3

million from the previous year end. Approximately 

60 percent of non-performing assets are secured by 

2 TCF Financial Corporation and Subsidiaries
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residential real estate. TCF’s secured lending strategy

reduces losses by providing a secondary source of repay-

ment in the event of a customer default. During 2006,

we saw the housing market soften and the Michigan

economy slow considerably. In the fourth quarter, TCF

experienced a moderate deterioration in credit quality,

especially in our Michigan consumer and commercial

loan portfolios. Overall, delinquencies remained at

acceptable levels, although they have increased from

prior periods.

3.  Fee  Income and Deposit  Accounts

Although deposit service charges remained a challenging

area for TCF in 2006, progress was made. Fees and

service charges increased 2.9 percent in 2006 compared

to a 4.5 percent decline in 2005. Checking account

customers continued to change their banking behavior

by writing fewer checks, using their debit card more

frequently to replace check and cash transactions, and

doing more ACH transactions.

Deposit account growth was approximately 130,000

accounts, up 5.7 percent in 2006. We now have over

2.4 million deposit accounts. We also saw a decrease 

in the frequency of NSF incidents in the second half 

of 2006. It appeared this decrease was due to a more

conservative customer behavior, perhaps related to

uncertain economic conditions.

Debit card revenues continued their substantial growth

and increased 15.4 percent to $92.1 million in 2006.

TCF is currently the 13th largest Visa® Classic debit card

issuer in the United States. Debit card revenue growth

has slowed somewhat as this business is maturing and

our checking account growth has slowed over the past

few years.

Leasing revenues totaled $53 million, up 11.9 percent

from the prior year. Customer-driven sales-type lease

revenues declined while operating lease revenues

increased.

4.  Power  Assets ® and Power  L iabi l i t ies ®

TCF’s Power Asset lending operations continued to

generate strong growth. Power Assets totaled $10.7 

billion at the end of 2006 and increased 13.4 percent

over the prior year.

Consumer home equity loans grew 14.3 percent and

totaled $5.9 billion at year-end. Due to the flat or

inverted yield curve, the mix change from variable rate

2006 Annual Report 3
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to fixed rate continued in 2006. Lower yielding fixed-

rate loans increased $1.2 billion and higher yielding

variable-rate loans decreased $498 million.

Commercial loans increased 7.7 percent in 2006. We

maintained our credit underwriting discipline in grow-

ing this portfolio. This $2.9 billion portfolio is generally

secured by real estate and other assets, and 98 percent

of the portfolio is located in TCF’s banking markets. 

TCF’s leasing and equipment finance business produced

strong performance in 2006. Our leasing and equipment

finance operation is now the 37th largest in the U.S.

and the 18th largest bank-owned equipment finance/

leasing company in the U.S. TCF Equipment Finance

grew 22.1 percent in 2006, including operating leases.

This $1.6 billion portfolio is well diversified by equip-

ment-type and geography, and grew across all active

marketing segments. Winthrop Resources Corporation’s

portfolio grew $41.4 million, up 19.2 percent, in 

2006 – a positive trend which should favorably impact

future periods.

Power Liabilities totaled a record $9.8 billion at

December 31, 2006 and grew seven percent in 2006.

TCF’s premier products totaled $2.1 billion at year-end

and increased $516 million in 2006. During 2006,

TCF’s non-interest bearing average deposits declined

by $89.6 million. The decline resulted from customers

maintaining slightly lower balances in their accounts,

as well as the sale of TCF’s mortgage servicing portfolio

and the related transfer of custodial escrow accounts.

TCF’s large deposit account base and lower-cost

deposits remain a very valuable part of our franchise.

5.  Asset  Sale  Gains

TCF recognized $5.8 million in asset sale gains in 2006

compared to $24.3 million in 2005. The 2006 gains

included the sale of third-party mortgage servicing rights

and real estate. The servicing sale completed TCF’s exit

from the mortgage banking business and reduced future

prepayment risk. The sales of real estate generally

resulted from relocating certain of our mature branches

to improved facilities in order to enhance our deposit

and loan growth prospects. The 2005 amount included

$10.7 million in gains on sales of securities, which did

not recur in 2006 due to the flat or inverted yield curve.

4 TCF Financial Corporation and Subsidiaries

TCF’s Power Asset lending operations
continued to generate strong growth
and increased 13.4 percent in 2006.
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6.  Branches

In 2006, we completed a review of TCF’s branch 

network. As a result of this review, we took the 

following actions:

TCF signed a purchase agreement to sell ten of its

remaining out-state Michigan branches and approx-

imately $235 million in deposits for an 11.5 percent

premium, plus a related gain on the sale of branch 

real estate totaling approximately $29 million. This

sale is scheduled to close in 2007 and recognizes that

TCF’s convenience banking strategy performs better 

in densely populated urban areas and that we have

other more attractive growth opportunities.

We closed 15 supermarket branches in 2006 and will

close three more branches in 2007. For the most part,

these closures were precipitated by changes in the own-

ership of these supermarkets. We elected to close these

branches since we have other supermarket and traditional

branches in close proximity, and we did not wish to deal

with multiple supermarket partners in the same market.

These closures will improve TCF’s efficiency in 2007.

We are increasing our relocation of traditional branch

facilities to seven branches in 2007 versus two in 2006.

We also expect to remodel a significant number of

our supermarket branches in conjunction with

SUPERVALU® store remodelings. These improved

facilities will boost TCF’s capabilities to grow deposit

accounts, deposits and consumer loans. Increased

incremental operating costs (largely increased

occupancy costs) are usually quickly repaid through

increased revenues resulting from improved customer

growth. These capital expenditures produce a high

internal rate of return. The sale of real estate from

branches being relocated, as well as the sale of other real

estate that is no longer needed, should produce signifi-

cant gains on sales in 2007 and will more than offset

the increased operating costs.

We have slowed TCF’s future new branch expansion

in traditional branches. We intend to open 11 new tra-

ditional branches in 2007 versus ten branches opened 

in 2006. It should be noted that six of the new 2007

traditional branches are carry-over branches in the

process of completion and were originally planned in

2006 Annual Report 5
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2006. These branches should really be considered 2006

expansion branches because they were delayed as a result

of municipal approval issues and developer problems

mostly outside of TCF’s control. Of the remaining five

new traditional branches planned, three are scheduled

to open in our new separately chartered Arizona Bank.

While increased competition and higher land and

building construction costs have lowered TCF’s inter-

nal rate of return on new traditional branches, they

still represent an attractive way to grow our future earn-

ings and franchise. However, in this very difficult oper-

ating environment, we have decided to slow the pace

of our 2007 traditional branch expansion.

Expense Control Initiatives

In this difficult operating environment, it is important

to focus on expense control. A summary of actions we

have taken is as follows:

• Previously noted sale and closure of 26 branches, and 

a slowdown of our new traditional branch expansion

in 2007.

• Rightsizing of TCF’s consumer lending operations to

reflect current slower origination activity and improve

productivity in 2007.

• Outsourcing of TCF’s investment and insurance 

backroom operations.

• Review and consolidation of TCF’s retail branch

backroom operations in early 2007.

• Sale of TCF Mortgage Corporation’s third-party

servicing rights and outsourcing of remaining

residential portfolio mortgage servicing functions 

in 2006.

• Review and re-negotiation of major vendor contracts

to reduce TCF’s costs.

Expense control will be an ongoing emphasis in 2007.

Income Taxes

The 2006 effective income tax rate was higher as a result

of smaller amounts of favorable tax developments

compared with 2005. These include the closing of 

certain previous years’ tax returns, clarification of exist-

ing state tax legislation and favorable developments in

income tax audits.

6 TCF Financial Corporation and Subsidiaries
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2007 Focus Areas and Concerns

Retai l  Banking

The key driver of our retail banking growth (accounts,

balances, interest margin and fees) is our new branch

expansion strategy. In addition to the 20 branches we 

plan to open in 2007, 27 percent of TCF’s branches 

were opened since 2002 and 50 percent of branches were

opened from 1996 to 2001. These newer branches

continue to grow at accelerated rates and we continue

to work to improve the growth rates in our mature

branches.

Leasing  and Equipment  F inance

We plan for continued significant growth in TCF’s

leasing and equipment finance business segment. 

With a new lease origination and processing system 

in place, our team has the tools required to support

this fast-growing business. We need to continue to

execute on our unique marketing and sales strategies 

to achieve our goals.

Colorado

Our rapid expansion in Colorado will slow down by

design. We currently have 44 branches in Colorado.

We plan to open four branches in 2007 and will slow

down the rate of branch openings in 2008 and beyond.

Our focus in Colorado is shifting from expansion to

profits. With our unique portfolio of all new branches

located in premier sites, we are very well positioned for

customer and profit growth. We have also assembled a

very strong team of commercial bankers in Colorado.

Arizona

With the opening of our first branch in Phoenix in

December 2006, we now have the charter, systems and

management team in place for future expansion. We

have regulatory approval and plan to open three more

branches in 2007 and 2008. Phoenix is one of the fastest

growing and most under-banked markets in the country.

Campus  Banking

Collectively, our campus banking network includes

over 250,000 students plus faculty and staff. With our

recent school additions, target list and pipeline of new

students, we have a great opportunity for new business

in our campus banking division. 
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Total New Branches1

Number of Branches

12/0612/0512/0412/0312/0212/01

■  Supermarket Branches ■  Traditional and Campus Branches

1Branches opened since January 1, 2001.
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The  Y ie ld  Curve  

We anticipate the strong headwinds from the inverted

yield curve to continue. We will still have risk in this

area in 2007.

Increased Competit ion

For a long time, TCF faced limited competition and

owned the “free checking” market. This is no longer

the case as our strategy has been widely copied and 

we face intense competition in all aspects of our retail

banking model.

Credit  Qual ity

Economic conditions are always a major risk for all

banks, including TCF. A weaker than anticipated

economy could adversely impact our results through

increased loan and lease charge-offs and higher loss

provisions. Our risk has increased somewhat in this

area due to the soft Michigan economy and a slowing

housing market.

Expense  Control  

As discussed previously, this remains a focus for 2007.

We intend to continue our efforts in this area.

Income Taxes  

Legislative changes in current state and federal tax laws

could negatively impact TCF in the future.

New Products  

We intend to introduce several new products in 2007.

The TCF Power CheckingSM product will give consumers

a new and significantly improved interest-bearing

product in between Totally Free Checking (zero interest)

and TCF® Premier Checking (high rate). We believe 

we can increase TCF’s market share and grow balances

in this category. We are also working to launch a new

merchant rewards loyalty program mid year. This will

help differentiate TCF’s checking products from the

competition. There are several other new products on

the drawing board.

Regulatory  Burden

Changes in industry regulations and the related com-

pliance burden continue to increase. The Bank Secrecy

Act is a good example of this burden. These burdens

increased in 2006 and will continue to grow in 2007.

We must comply with these regulations in a cost-

effective manner.
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New Branch1 Deposits & Fees
Millions of Dollars

12/0612/0512/0412/0312/02

$980

$442

$238
$142

12/01

1Branches opened since January 1, 2001.
235% annual growth rate (’06 vs. ’05).
330% annual growth rate (’06 vs. ’05).
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In Closing

A careful reading of this annual report will tell 

you almost everything about our company. We try 

to keep our financial reporting simple and our 

disclosures complete.

We continue to have a mutuality of interest with our

stockholders and will always evaluate opportunities to

deliver stockholder value. Our senior management and

board of directors own approximately 11 million

shares, or 8.1 percent of TCF stock. Eighty-four percent

of our match-eligible employees participate in TCF’s

Employees Stock Purchase Plan, which at year-end

held over 7.5 million shares. Our stock plans for senior

management continue to be performance-based, empha-

sizing long-term growth in earnings per share. These

stock grants are expensed in the income statement just

like all the rest of TCF’s expenses. TCF did not

achieve its financial plan in 2006 and, as a result,

most of TCF’s senior management will not receive a

bonus. As I have stated in the past, TCF’s management

shares in the upside and downside of our decisions.

Once again I would like to thank our dedicated Board

of Directors. Our Board of Directors is wise, strong

and hard-working. We appreciate their counsel and

advice. We would like to recognize the distinguished

service of Bob Evans and John Eggemeyer, who retired

from our Board of Directors in 2006. Bob Evans,

TCF’s retired Vice Chairman and Director of Marketing,

will long be remembered for his genius and innovative

contributions to TCF’s retail banking activities. John

Eggemeyer’s vast industry experience always provided

valuable insights to our Board.

I would also like to recognize and thank TCF’s out-

standing employees for their contributions and hard

work. We hire people who love to compete and win.

Their exceptional abilities, commitment and energy

make everything happen. We are proud of the TCF

Team and its accomplishments.

Thank you for your continued support and investment

in TCF.

Lynn A. Nagorske

Chief Executive Officer
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Our SuccessOur Success

Successful franchises are those that

have a carefully planned and consis-

tently executed business strategy. At

TCF that strategy begins with the belief

that every customer is valuable. 

With over 2.4 million deposit accounts,

we bank a large and economically

diverse customer base with different

needs for products and services. 

From our introduction of Totally Free

Checking in 1986 to the successful

premier accounts we began offering 

to customers in 2004, we have always

attempted to match our products to

the needs of our clients. By listening 

to our customers we develop unique

strategies for growth. These strategies

have served, and will continue to serve,

our customers and stockholders well.

A key strategic driving force behind

TCF’s success has been convenience in

banking. TCF revolves around the idea

of convenient banking for our cus-

tomers. We are open seven days a week

and most holidays with extended

hours in our traditional, supermarket

and campus branches to ensure our

customers can bank when it is conven-

ient for them. We continue to open new

branches including our first branch in

the Arizona market in 2006. We are now

located in seven states with a total of

453 branches. We plan to continue our

new branch expansion in 2007 with the

opening of more traditional, super-

market and campus branches. Since

2004, TCF has been consolidating,

remodeling and relocating some of 

its existing branches to improve the

customer experience and we have seen

profitable results from these changes.

Initiatives like these will continue in

the future.

Campus banking at TCF has become a

convenient service for the University

of Minnesota, the University of Michigan

and 12 other colleges and universities

in the Midwest. The campus card,

offered to students, faculty and staff,

is a multi-purpose convenience card

that serves as a school identification

card, ATM card, library card, security

card, phone card, and stored value

card for vending machines and other

local merchants. TCF has over 110,000

campus deposit accounts and looks

forward to adding to its impressive

network of schools in 2007.

Another key element of TCF’s conven-

ience strategy is the evolution of our

convenient products and services. 

Our customers’ needs for products 

10 TCF Financial Corporation and Subsidiaries

TCF Business Highlights

The Convenience FranchiseThe Convenience Franchise
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checks, a continuing trend. We also

offer customers free TCF® Visa® gift

cards, and in late 2005 introduced

free merchant gift cards. TCF now

offers a growing selection of merchant

gift cards for purchase within the

branches or conveniently online. 

TCF also provides a host of products

and services for customers who prefer

the convenience of electronic banking.

These include an automated phone

system, an extensive network of TCF®

Express Teller® ATMs and online bank-

ing products such as TCF® Totally Free

Online, TCF® Preferred Online and TCF®

Online Bill Pay. TCF’s 130,000 small

business customers can also take

advantage of TCF’s Internet banking

services, which provide expanded

account histories and the ability to

download transaction detail into

financial software applications. TCF’s

products and services help small busi-

ness owners manage their businesses.

In 2006, TCF introduced Express Check

Conversion and Express Remote Deposit

to enhance the efficiency of our com-

mercial account customers.

TCF’s strategy for convenience banking

is the cornerstone of our success. We

have a large and valuable branch net-

work, which offers extended branch

banking hours, diverse products and

services, and convenience technology.

The Foundation of Our SuccessThe Foundation of Our Success

A strong management team is needed

to truly operate as a retail business

offering convenient services, innova-

tive products and good service. One 

of TCF’s most important assets is its

management bench strength and

depth. Each of the bank presidents is

responsible for the financial goals of

2006 Annual Report 11

and services change each year. 

New products not only attract new

customers, they allow us to develop

deeper relationships with our existing

customers. TCF has a culture that seeks

out and initiates innovative products

and services. This culture is encouraged

annually with a strategic initiative

meeting bringing forth new ideas. An

excellent example of one such strate-

gic initiative was the introduction of

TCF’s debit card and subsequent

enhancements of our card strategies

and products.

TCF’s debit cards have evolved over

time, becoming our customers’ most

popular convenience service tied to

the checking account. Due to its ease

of use, TCF customers have shown a

significant preference for card use

over writing checks. We now process

more debit card transactions than
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their region. We believe strongly that

local management teams make the

best decisions regarding local issues.

Our management teams are responsible

for business development, customer

relations and community involvement

within their bank. 

TCF also believes functional product line

management benefits from a central-

ized approach. Centralized functional

management, with support and direc-

tion from specific bank presidents,

facilitates efficient product develop-

ment, effective communication, 

consistent implementation and close

monitoring of our strategic initiatives,

as well as central accountability for 

the success of our major product areas. 

Organizing management to more effi-

ciently and effectively manage our

local banks and implement our strate-

gic products and services helps TCF in

several areas. First, we enjoy informed

timely local decision-making that

allows us to compete effectively in local

markets on a daily basis. Second, cen-

tralized strategic committees develop

products and services, test and selec-

tively pilot these programs to develop

efficiencies and then quickly implement

them bank-wide. In the process, TCF

develops an exceptional team of 

managers and strategists.

TCF is now providing full-service bank-

ing in seven states. These branches are

available to approximately a tenth of

the U.S. population located in six major

metropolitan areas: Minneapolis-

St. Paul, Chicago, Detroit, Milwaukee

and the fast-growing areas of Denver

and Phoenix.

In addition to our banking franchise,

we have a separate and profitable

leasing and equipment finance 

company. TCF Equipment Finance 

generates new business through a

diverse group of marketing segments.

It provides financing solutions for

small and mid-size companies

through vendor programs, manufac-

turers, distributors, and franchise

organizations. Winthrop Resources

Corporation focuses on providing

customized, high technology lease

financing to meet the special needs 

of its customers. Both companies are

national in scope, collectively financ-

ing a broad range of equipment types

in all 50 states and to a limited extent

in foreign countries.

TCF’s holding company and corporate

functions allocate capital and provide

centralized management services such

as data processing, bank operations,

product development, marketing,

finance, treasury services, employee

12 TCF Financial Corporation and Subsidiaries

Long-term success in banking is oftenLong-term success in banking is often
based on conservative strategies thatbased on conservative strategies that
are efficiently and effectively executed.are efficiently and effectively executed.
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benefits, legal services, compliance,

human resources, credit review and

internal audit. This structure gives

locally managed banks the flexibility

to share, compare and refine new

products and services while enjoying

the intellectual and operational 

benefits of a larger organization.

Conservative Strategies Conservative Strategies 

of Successof Success

TCF believes that long-term success 

in banking is based on conservative

strategies that are efficiently and

effectively executed. At TCF, we believe

we have taken a conservative business

operating approach to banking for

many years. We believe that interest-

rate risk should be minimized and

that interest-rate speculation does

not generate consistent profits and is

high risk.

TCF’s core business success has been

its ability to gather low interest cost

retail deposits. We focus on growing

and retaining a large number of these

accounts through convenient services

and products targeted to a broad

range of customers. TCF was one of

the first banks in the country to

introduce Totally Free Checking to its

customers. In 2004, we introduced

TCF® Premier Checking and TCF® Premier

Savings to our customers in response to

a changing interest rate environment.

In the past two years, we have raised

over $2.1 billion in deposits and have

been able to use this unique product

as a good funding source alternative to

the higher costs of borrowing.

TCF believes its success on the lending

side has been primarily attributable to

its emphasis on being a secured lender

and its hard working, well-trained and

properly compensated staff. In 2006,

TCF increased its loans outstanding in

Power Assets by $1.3 billion. The abil-

ity to grow these assets continues to

be a cornerstone of TCF’s success. For

the fifth straight year, the consumer

home equity portfolio increased over

14 percent, or nearly $734 million in

loans. Commercial lending increased

loans outstanding by $210 million 

during 2006, despite intense competi-

tion and a continued high volume of

prepayments. At TCF, we have dedi-

cated, experienced and knowledgeable

lending staff supported by effectively

managed backroom functions. Coupled

with a conservative, consistent lend-

ing philosophy, we have experienced

steady growth and good credit quality

over the years. 
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