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Industrial and commercial loans by [ MixeN IsTITUTE

all depository institutions declined in 2009
Quarterlychange,US$billions
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Bank lending continues to decline || MuxeN 1NsTITUTE
Businesses and individuals draw upon existing credit lines

US$trillions
9.0 -
Unused commitments
8.0 - \
7.0 -

N\

6.0 - Netloans and leases

5.0 7

4_0 T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
2003 2003 2004 2004 2005 2005 2006 2006 2007 2007 2008 2008 2009 2009
Ql Q3 Q1 Q@ Q1 Q3 Q1 Q3 Q1 Q@ Q1 Q3 Q1 Q3

Sources: FDIC, Milken Institute.



Yield on the 10-year Treasury note [ Muxen wstrrvre
Is rebounding

Yield on the 10-year Treasury note, percent
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More businesses in bankruptcy =

Numberof businessesfiling for bankruptcy
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U.S. companies raised $831 billion from [ Muxen wstrrore
corporate bond issuance in 2009

US$billions 2009: $831 billion
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Loan issuance in the United States || MizxeN wsTITUTE
Quarterly, Q1 2004 to Q1 2010
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] MILKEN INSTITUTE
Jobless recovery in the United States? 1

Totalemployed, millions Civilian unemploymentrate, percent
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Unemployment rate still high

Unemploymentrate, percentof labor force
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Long-term S&P 500 price-to-earning ratios

Price-earningratio of S&P 500 companies
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Volatility: Still above pre-crisis level =

Chicago Board Options Exchange Volatility Index (VIX)
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Securitization contributed to economic
growth by providing cheap financing and by
stimulating consumption

rl MIIKXEN INSTITUTE
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Cash flow CLOs have maintained higher rating EMILKEN RS
distinctions versus CDOs collateralized by =
trust preferreds and other asset-backed collateral

Percentof securities initially rated AAA
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Total credit market debt/US GDP J Micxen osirute
1916 to 2009
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A liquidity crisis

rl MIIKXEN INSTITUTE

Leveraged loan market: Subprime:
Minimal capital available to Defaults & losses lead
loan market from Hedge to uncertainty & loss
Funds, CLOs, Banks of confidence

SIVs & Conduits:

Hedge funds: Loss of confidence results in

Marked-to-market losses, disappearance of short term

conditions to equity funding/ABCP market forcing
withdrawals and liquidations some SIVs holding LT portfolios

into default and liquidations

CLOs: Banks:
Bank warehousing llliquidity and disappearance of lenders
lines frozen, AAA lender leads to overhang of loans on bank books
disappears, closes ABS causing markdowns and secondary price

market decline 16



Bank loan and high yield bonds ] Mixex 1NstrTUTE
maturing in the next five years

US$billions
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Cash flow CLOs have maintained higher rating [ Mizxew INsTITUTE

distinctions versus CDOs collateralized by
trust preferreds and other asset-backed collateral

Percentof securities initially rated AAA
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Differentiating CLOs versus CDOs

e l'l‘ll!llll"l!'lll'l e
CLOs — The Good
| 1 .
|

_____________

B High quality product

» No AAA CLO has lost principal
value

» More suitable leverage

» Ability to access underlying
collateral

B Contributor to lower cost of bank debt
» CLOs act like a “synthetic bank”

» Provides meaningful benefit to the
U.S. economy

rl MIIKXEN INSTITUTE
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B Low quality product

» Ratings agency did not understand
the correlation risks

» Imprudent leverage

» Impossible to access underlying
collateral leading to decreased
ability to fix systemic problems
associated with the product

» Destroyed balance sheets of banks

19



CLOs purchased 60-70% of newly issued EMILKEN IEAITDTS
Institutional loans from 2000-2007 vs. 45% in 2008-2009

Percent of newly issued institutional loans purchased by CLOs
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CLO outstanding reinvestment period -

US$billions
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Small businesses account for lion’s share EMILKEN INSTITUTE
of private sector job growth

Net new private sector Jobs
Flrms with 500 + 1992Q3 - 2000Q2

employees
34%

11.3 million net new jobs

Firms with 1-499
employees
66%

Source: BLS.
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Ten largest U.S. state economies all [ Muxen rvstirure
depend on small business job growth

Percent
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Small business private sector job growth

hit hard in current recession ] Mizxe 1xstiTUTE
Quarterly, 1993Q2 — 2009Q2
MI:II:ns Total net private sector Job galns/losses
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Small businesses believe they will lead the ] Mixex 1NstrTUTE
U.S. out of current recession

‘Small businesses will lead the U.S8. out of the current economic

doldrums'’
Don't know Strongly disagree
6% 1% Stronﬂ%'/oagree
Dlsagree
Dob \/

Agree
39%

Sources: “U.S. Small Business Outlook 2010: Lessons Learned — A Case for Greater Optimism,” CIT in association with Forbes Insights.
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Small business optimism index starting to

rebound from March 2009 low ] MixeN 1xsTITUTE
Monthly, Jan. 1986 — Feb. 2010
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(1986 = 100)

10

Dec. 2007 - 777

105 recesslon

100

a5
Mar. 2001 - Nov. 2001

%0 recesslon
85 Jul. 1990 - Mar. 1991
recesslon
80 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

Sources: National Federation of Independent Business, Economy.com, NBER.

26



Majority of small businesses are optimistic [ MixeN IsTITUTE
about revenue growth in 2010

In 2010, do you expect your company's revenues to:

Decline

Grow significantly
8%

significantly
1%
Decline

1% \///'

Grow
B53%

Sources: “U.S. Small Business Outlook 2010: Lessons Learned — A Case for Greater Optimism,” CIT in association with Forbes Insights.
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Net percent of small business survey

respondents planning to hire in next 3 months | Mixe~ ixstrure
Monthly, Jan. 1986 — Feb. 2010
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Small businesses still hesitant to ramp up [ MixeN IsTITUTE
staff levels

In 2010, what are your company's plans with regards to hiring:

Hire more workers Unsure

29%
e
P
Hire fewer workers
33%

Sources: “U.S. Small Business Outlook 2010: Lessons Learned — A Case for Greater Optimism,” CIT in association with Forbes Insights.
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Percent of small business survey respondents

that believe now is a good time to expand ] MixeN 1sTITUTE
Monthly, Jan. 1986 — Feb. 2010
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Small businesses feel left out of post-crisis [ MixeN IsTITUTE
recovery efforts

‘Current economic stimull do not benefit small businesses’

Don't know
3%
Disagree

5% \ -

Strongly disagree
2%

Strongly agree
58%

Agree
32%

Sources: “U.S. Small Business Outlook 2010: Lessons Learned — A Case for Greater Optimism,” CIT in association with Forbes Insights.
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Small business owners understand the

importance of planning, but few actually do it  [] Mixe~ iNstrTvre
Percentage of survey respondents

» 85% agreed that the recession put
additional pressure on their businesses to
plan more effectively.

* 61% indicated they would spend more time ) e
on planning & budgets in 2010 than they did ,‘
in 2009. « 4-

* Only 44% indicated they had a strategy in

place to guide growth during the coming A
recovery; 44% said they were working on a ./ BUSINESS PLAN

strategy while 11% didn’t have a plan.

e

Sources: “U.S. Small Business Outlook 2010: Lessons Learned — A Case for Greater Optimism,” CIT in association with Forbes Insights.
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Net percent of small business survey

respondents with difficulties obtaining credit [ Mumxe~ wstrore
Monthly, Jan. 1986 — Feb. 2010
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Bank survey respondents tightening credit

standards on C&l loans to small businesses || MuxeN 1NsTITUTE
Quarterly, 19920Q1 — 201001
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Small businesses increasingly unable to [ MixeN IsTITUTE
obtain adequate financing

Percent of 'no’'

40:”"’“““" Is your business able to obtain adequate financing?
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Bank survey respondents increasing spreads

of small business loan rates over cost of funding [J Mixe~ ixstrrure
Quarterly, 19920Q1 — 201001
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Bank survey respondents indicate demand

for small business C&l loans is down ] MixeN 1sTITUTE
Quarterly, 19920Q1 — 201001
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SBA loan volume down 57% since 2007 || MizxeN wsTITUTE
Fiscal Year, 2001 — 2009

SBA approved loan velume
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SBA total loan value down 37% since 2007 || MizxeN wsTITUTE
Fiscal Year, 2001 — 2009
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Community banks are critical to small [ MixeN IsTITUTE
business lending in the U.S.

« Community banks account for 67% of outstanding small business
loans and 62% of initial dollar amount

» There are roughly 8,000 community banks with more than 50,000
U.S. locations

« Community banks constitute 97% of all banks

e Ofall U.S. banks, 91% have assets under $1 billion and 36% have
assets under $100 million

Source: Independent Community Bankers of America.
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Small businesses depend largely on bank [ MizxeN INsTITUTE
loans and credit cards for financing

Percent of survey
respondents
60%

What types of financing has your company used within the past 12
50% - 46% months to meet your capital needs?

1%

40% -

oL
30% 24%
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L7 A
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Source: National Small Business Association Survey (December 2009).
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Small businesses credit card terms typically [ muxen ixstrrre
exceed 10% interest rate

What Is the approximate Interest rate you are charged on your
primary credit card?
14%
33%

m10% - 15%
2158% - 19%
o20% +
2> 10%

Source: National Small Business Association Survey (December 2009).
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Banking industry has changed dramatically || MizxeN wsTITUTE
Annual, 1993 — 2009

Number of FDIC-Insured Instltutions
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Bank failures reached 140 in 2009 [ MizxeN 1xsTrTUTE
Annual, 1934 — *2010 -

FDIC-Insured Institution fallures
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Small and medium sized banks commit larger

share of assets to small business loans || MizxeN wsTITUTE
YTD (12/31/2009)

Percent
30%
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Source: FDIC.
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Smaller banks account for 57% of small

business loans with only 20% of industry assets ]| Mixex wstirure
YTD (12/31/2009)

Small business loans outstanding Total bank assets

Large Large
banks banks

43%

$389 billion
$2.4 trillion

Small &

Small &
m:lcil:r- medium-
banks slzed
57% banks

20%

Source: FDIC.
Note: small & medium-sized banks defined as having less than $10 billion in total assets
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U.S. economy beginning to add jobs ] MixeN 1NsTITUTE
Monthly, Jan. 2008 — Mar. 2010

;g:usands Non-farm payroll employment (monthly Job gains/losses)
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U.S. unemployment rate improving ] Mizxe 1xstiTUTE
Monthly, Jan. 2008 — Mar. 2010

Percent
1%

10%
9%
8%
7%
6%
5% -
4% -

U.8. unemployment rate

Source: BLS.
48



U.S. real GDP expanding as economy recovers [] Muxen isstrurs
Quarterly, 1990Q1 — 2009Q4
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Home prices may have touched bottom in 2009 EMILKEN INSTITUTE
Quarterly, 1988Q1 — 2009Q4
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2009: first time on record that total U.S.

household debt fell year-over-year ] MixeN 1NsTITUTE
Annual, 1945 — 2009
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U.S. Vistage CEO confidence index: last [ MixeN IsTITUTE
four quarters 1,869 respondents
U.S. Vistage CEO confldence Index
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Source: U.S. Vistage CEO Confidence Index Survey.
Dates: March 22 — April 2, 2010
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Changes in revenues, profitability [ Mcxen xstrroTe
and hiring: year ahead 1,869 respondents

Percent
T0%

U.8. Vistage CEO confidence Index survey
Bincrease OAboutthe same ODecrease

60% -

50% -

46%

40% -
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29% Sl

20% A

16%

10% - 13%

13% ’~

55

0% -
Revenues Profitabliity Hiring

Source: U.S. Vistage CEO Confidence Index Survey.
Dates: March 22 — April 2, 2010



When will CEOs hire? [ Muxen tvstruTE
1,869 respondents

When do you plan to increase your firm’s total number of
employees over the next 12 months?

— Q2 2010 (13%)

— Q3 2010 (12%)

— Q4 2010 (13%)

— Steadily over next 12 months (22%)
— | don’t plan to increase (45%)

Source: U.S. Vistage CEO Confidence Index Survey.
Dates: March 22 — April 2, 2010
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Most significant business issues in 2010 ] mixeN 1xsTITUTE
1,869 respondents

e Economic uncertainty (35%)
» Financial issues — cash flow, finances, profitability (18%)

e Growth — growing too slowly (14%)

Source: U.S. Vistage CEO Confidence Index Survey.
Dates: March 22 — April 2, 2010
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Biggest business challenges in 2010 [ MixeN IsTITUTE
1,869 respondents

« Customer retention and/or generation (27%)
« Managing costs and/or cutting staff (18%)
« Cash, liquidity, receivables (17%)

Source: U.S. Vistage CEO Confidence Index Survey.
Dates: March 22 — April 2, 2010
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CEOs doing “more with less” [ Muxen wstrrore
1,869 respondents

« 86% of CEOs say they’re having to do more with less and
list leveraging employee productivity as their primary
solution

Source: U.S. Vistage CEO Confidence Index Survey.
Dates: March 22 — April 2, 2010
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Entrepreneurship in America ] Mixen IstrTUTE
1,869 respondents

« 37% of CEOs believe entrepreneurship and business
opportunities will be weaker in the U.S. in the next 3-5 years

« 38% say it will be stronger
« 25% see no change

Source: U.S. Vistage CEO Confidence Index Survey.
Dates: March 22 — April 2, 2010
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Q1 2010 Vistage CEO confidence index: ] Mixex 1NstrTUTE
International perspectives 1,869 respondents

41% of CEOs say they are 69% of CEOs see China as
doing business the biggest threat to

internationally, with overtaking the United States

Europe topping the list. as an economic superpower

Source: U.S. Vistage CEO Confidence Index Survey.
Dates: March 22 — April 2, 2010
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CEO views on Washington ] MixeN sTITUTE
1,869 respondents

« 85% of CEOs do not believe Washington is listening to the
needs of small to medium-sized business owners

* 65% of CEOs believe national health care legislation is bad
for their business

Source: U.S. Vistage CEO Confidence Index Survey.
Dates: March 22 — April 2, 2010
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The new business landscape: ] Mixex 1NstrTUTE
more with less

« As we emerge from global recession
— What is the new normal for your business?
— How do you adjust your business to:
* the new normal?
» do more with less?

« The new paradigms
— Bigger (government expansion, corporate consolidation)
— Smaller (budgets, workforces, consumer spending)
— Broader (opportunities online and internationally)

Source: U.S. Vistage CEO Confidence Index Survey.
Dates: March 22 — April 2, 2010
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Vistage CEO confidence index vs. GDP: ] Mixex 1NstrTUTE
forecast of economy two quarters in advance

Confidence Vistage CEO confldence Index GDP
1 zc""de" vs. year-to-year changes In GDP 5%
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Source: U.S. Vistage CEO Confidence Index Survey.
Dates: March 22 — April 2, 2010
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