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The world’s largest economies MILKEN INSTITUTE
Share of the world’s GDP (PPP international dollar)

World's GDP (2010): US$62 trillion
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China and India economies will grow larger
Share of the world’s GDP (PPP international dollar)
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U.S. stock market’s share is shrinking MILKEN INSTITUTE
Share of the world’s market capitalization
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Is China’s standard of living catching up R —

to rich countries? (GDP per capita, PPP)

PPPinternational dollar . .
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Is China’s standard of living catching up R —

to rich countries? (Nominal GDP per capita, US$)
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World real GDP growth in 2010 MILKEN INSTITUTE

Annual percentage change
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2011 global GDP growth forecasts MILKEN INSTITUTE
Key countries/regions

% Real GDP growth forecast, 2011
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Source: Economist Intelligence Unit.



World economic recovery

MILKEN INSTITUTE

Real GDP growth rates, 1980-2015
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Corporations become larger and multinational MILKEN INSTITUTE
The world’s 10 biggest companies ranked by sales

Sales (US$ billions)

Wal-Mart Stores (U.S.)
Royal Dutch Shell (U.K.)
Exxon Mobil (U.S.)

BP (U.K.)
ChinaPetroleum (H.K.)
Toyota Motor (Japan)
Petrochina (H.K.)
Chevron (U.S))

Total SA (France)
ConocoPhillips (U.S))

$422

Note: The data are as of April 5, 2011. 10
Source: Bloomberg.



Stock prices around the world gained strongly,

EMILKEN INSTITUTE
but most remained below their pre-crisis peaks
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Emerging markets: Equity markets have MILKEN INSTITUTE
returned to pre-crisis level
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Will 2011 be another strong year for

global stock markets?

MILKEN INSTITUTE

2010
Frontier markets Africa 21.5%
Emerging markets 16.4%
Japan
U.S.(S&P 500)
Europe
6 1I0 2IO 3IO

Annualindexreturn (%) in US$

Note: the regional equity indices are based on the MSCI equity indices.
Source: Bloomberg.

YTD (as of 4/20/2011)
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Global stock markets are highly correlated

250-day rolling correlation with S&P 500
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Source: DataStream.
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Gold prices hit record highs and MILKEN INSTITUTE
silver rallied to its strongest since 1980
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Deepening European sovereign debt crisis

m MILKEN INSTITUTE
Widening spreads over German government bond
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Eurozone faces various sovereign issues MILKEN INSTITUTE
Changes in sovereign credit ratings

S&P's foreigh currencylong-termissuerratings
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Concerns over European public debt MILKEN INSTITUTE
Many countries have public debt-to-GDP ratios close to or exceeding 100%

Gross public debt (%GDP)
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Many advanced industrial countries face fll MiLkeN INsTrTUTE

the sovereign debt problems

Gross public debt (% of GDP)
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Advanced countries with high public debt T O e —

have relatively better sovereign debt ratings

Advanced economies Emerging markets
Public debt Sovereign Public debt Sovereign
(gross, debt ratin (gross, debt ratin

% of GDP) 9 % of GDP) 9
Japan 226 AA Egypt 74 BB
Greece 130 BB+ India 72 BBB
Italy 118 AA- Brazil 67 BBB-
Portugal 83 BBB- Mexico 45 BBB
United States 93 AAA China 19 A+
United Kingdom 77 AAA Russia 11 BBB

Notes: The public debt data are as of 2010 (estimates); sovereign debt ratings are Fitch’s long-term sovereign debt rating,
Sources: IMF; Bloomberg. 20



Some state debt is now riskier

than sovereign debt of PIIGS countries MILKEN INSTITUTE
As of April 6, 2011

. . L . . 10year CDS
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Coordinated monetary policy actions

during the global financial crisis
Central bank interest rate targets
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Many central banks have raised MILKEN INSTITUTE

interest rates to counter inflation risk

Central bank rate (%)
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Continued accommodative monetary policy  [| Mixex istrrore
In the United States

U.S.federal funds rate (%)
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The Federal Reserve engages in

guantitative easing

MILKEN INSTITUTE

USstrillions 11/25/2008: 03/18/2009: 11/03/2010:
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Rising food and commodity prices

December 2005=100

MILKEN INSTITUTE

Dollars per barrel
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World food prices reached a record high

World food prices (2002-04=100)
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Note: Data are as of March, 2011.
Source: UN Food and Agriculture Organization. 27



Soaring prices in emerging markets MILKEN INSTITUTE
BRIC countries

Inflation (%)
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Note: Data as of April 18, 2011.
Source: Bloomberg. 28



MILKEN INSTITUTE

Inflation pressure rising in emerging countries

% changeinconsumer priceindex, 3-month rolling average
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Inflation IS IeSS Of a. Concern NHLKEN INSTITUTE
In advanced economies

Inflation (%)
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End of the era of cheap capital?
Consensus forecasts: Central bank rates will increase in the next 12 months

m MILKEN INSTITUTE
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Countries that consume the most oil

Global oil consumption
Total = 88 million barrels per day (April 15, 2011)
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Source: Energy Information Administration.
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Oil consumption has risen rapidly in China

Barrels per day Monthly oil consumption Barrels per day
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Oil reserves concentrated in many T U ——

politically instable countries

Countries with largest crude oil reserves
Total reserves = 1.3 trillion barrels (2009)
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Majority of countries with oil reserves are T —

in politically unstable regions of the world

Crude oil reserves by region
Total reserves = 1.3 trillion barrels (2009)

North America Asia Pacific Rim
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Strong financial recovery in U.S. stock market

USS$trillions U.S. stock market capitalization
20

Highestpoint: $19.1tri|lion\> $16.2trillion as of
on 07/23/2007 04/19/2011
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Note: Data are as of April 19, 2011.
Source: Bloomberg. 36
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2011: U.S. stock market is off to a good start

2011 YTD gains for key U.S. stock indexes (%)
(as of 04/20/2011)
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Note: Data are as of April 19, 2011.
Source: Bloomberg.
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The U.S. small- and mid-cap outperform T U ——

large cap stocks
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Note: Data are as of April 19, 2011.
Source: Bloomberg. 38



A record issuance of high-yield bonds in 2010-11 § muxen instirure

United States

Totalissuance (US$billions)
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* Year to date, annualized. 39
Source: Securities Industry and Financial Markets Association.



U.S. high-yield bond spread over Treasury is
at its historical average
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U.S. Treasury yields remained low by WL RS

historical standards

Percent Interest rates on Treasury securities Percent
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Source: Federal Reserve.
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Credit spreads have returned to low levels MILKEN INSTITUTE
United States

Percent
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Government capital investments in financial firms MILKEN INSTITUTE
Most recently available data, as of April 6, 2011 (US$ billions)

Total outstanding = $491 billion

Restofthe

Belgium, $18 world, $20

Netherlands, $23

Ireland, $31

United States,
$232
Germany, $68

United Kingdom,
$99

Source: Bloomberg.
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Financial institutions received largest T —

government bailouts (all countries)

Bailout funds received from governments (US$ billions)

Fannie Mae (U.S.) $84
Royal Bank of Scotland Group (U.K.)
AlG (U.S))

Citigroup (U.S))

Freddie Mac (U.S.)

Bank of AmericaCorp. (U.S.)
Commerzbank AG (Germany)
JPMorgan Chase & Co.(U.S))

Wells Fargo & Company (U.S.)

100

Note: Data are as of April 20, 2011.
Source: Bloomberg. 44



U.S. bank bailout returns 9.4% MILKEN INSTITUTE
Return on TARP investment

TARP Return on Return on

bailouts ($B) TARP ($B) TARP (%)
Citigroup 45 12.4 27.5
Bank of America Corp 45 4.3 9.5
Wells Fargo & Company 25 2.3 9.2
GMAC Financial Services 16.3 2.2 13.4
JPMorgan Chase & Co 25 1.7 7.0
Goldman Sachs Group Inc 10 1.4 14.2
Morgan Stanley 10 1.3 12.7
Hartford Financial Services group 3.4 0.8 24.8
PNC Financial Services group 7.6 0.7 9.8

Others 144.0 3.9
Total 331.3 31.2

Note: Data are as of April 20, 2011. 45
Source: Bloomberg.



Large banks become larger

Five largest U.S. commercial banks

MILKEN INSTITUTE

Consolidated

Consolidated

End of 1989 assets (US$ End of 2010 assets (US$
billions) billions)
Citicorp 204 JPMorgan Chase 1,631
Chase Manhattan 96 Bank of America 1,482
Bank of America 93 Citigroup 1,154
JPMorgan 83 Wells Fargo 1,102
Security Pacific /8 Wachovia (Wells Fargo) 302
Total banking assets 3,128 Total banking assets 12,067

Top five banks
(% of total banking assets)

Sources: Federal Reserve; FDIC; the Banker, July 1990 issue.

Top five banks

(% of total banking assets)

Came D
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U.S. banks’ lending still contracted due to

MILKEN INSTITUTE

weak demand and tight lending standards

Percent,annualrate Change in total bank loans, 1990-2010
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Source: Federal Reserve. 47



The world’s largest commercial banks, 2011 MILKEN INSTITUTE
Each has trillion dollars in assets

Total assets
(US$ trillions)

. BNP Paribas

Deutsche bank

. Mitsubishi UFJ

HSBC Holdings

. Barclays

Royal Bank of Scotland
. Bank of America

Credit Agricole

. JPMorgan Chase

10. Ind and Comm Bank

© o~NO U A~A®WNPE

France
Germany
Japan

United Kingdom
United Kingdom
United Kingdom
United States
France

United States

China

2.67
2.55
2.47
2.45
2.32
2.27
2.26
2.13
2.12

2.04

Note: the 2011 data are as of April 5, 2011.
Source: Bloomberg.
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Bank CDS spreads: Still elevated

Median 10-yearbank CDS spreads, basis points
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Source: International Monetary Fund. 49



The dollar is the world’s primary MILKEN INSTITUTE

reserve currency

Allocated international reserve assets holdings
2010: Total US$9 trillion

Yen Other

Pound sterling 4% 4%
4% T~

Euro . U.S. dollar
27% 61%

Note: The data in 2010 are as of September. The data exclude unallocated international reserve assets holdings, which were approximately US$4 trillion.

Source: Bloomberg.
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Slowly declining role of the U.S. dollar MILKEN INSTITUTE
Allocated international reserve asset holdings

Share of foreign exchange reserves held in major currencies

2000 Dollar: 71%

2010 Dollar: 61%

B Other @Yen OPound sterling

Note: The data in 2010 are as of September. The data exclude unallocated international reserve asset holdings, which were approximately US$4 trillion.

Source: Bloomberg.
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The dollar’s international dominance is declining

m MILKEN INSTITUTE
International debt securities denominated in dollars

2000: . June2010YTD:
other:  Total US$6 trillion %tgﬁ/z Total US$24.7 trillion
4.8% '

Yen:

Yen:
7.5% 2.8%
Pound Pound
sterling: sterling:
7.5% U.S. 8.1%
dollar: U.S.
50.6% dollar:
40%
Euro:
29.5%

Euro:
43.4%

Source: Bank of International Settlement.
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The dollar slid to a three-year low MILKEN INSTITUTE
Trade Weighted Exchange Index: Broad

Tradeweighted exchangeindex
(January 1997 =100)
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Note: data are as of 04/15/2011.

Source: Federal Reserve. 53
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Weaker dollar relative to euro

US$/euro
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Source: Federal Reserve.
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China’s foreign exchange reserves WITLEER IRETT

reached US$3 trillion

USS$ billions (% of world total reserves)

China $3,044 (32%)
Japan $1,041 (11%)
Russia $449 (5%)
Saudi Arabia $446 (5%)
Taiwan $393 (4%)
Brazil 324 (3%)

South Korea 299 (3%)
Eurozone

United States

212 (2%)
48 (0.5%)
Canada 47 (0.5%)

Note: Data as of April 18, 2011.
Source: Bloomberg. 55



Process of making the yuan into an international
currency has began and quickly expanded

m MILKEN INSTITUTE

Yuan billions Renminbi deposits in Hong Kong
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Source: Hong Kong Monetary Authority.
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Global imbalances

US$billions Current account balance, annual data
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Source: World Economic Outlook, International Monetary Fund.
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U.S. has a large trade deficit with China

U.S. bilateral merchandise trade balance
with major trading partners, 2010 ($US billions)

China
Mexico
Canada
Japan
Germany
France
Taiwan
Korea
U.K.
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Source: U.S. International Trade Commission.
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Asia: expanding intraregional trade MILKEN INSTITUTE

Exports from developing Asia, 2000-2009

2000 2009
Others Developing Developin
15.1% Asia ihers Asia
,,,,, N R EN— 30.8%
A" S O
15.6%
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China

United States United States/ 12.5%

20.3% 11.3% 13.3% 7.1%

Source: Asian Development Bank Outlook 2011.
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Asia: too much liquidity, again? MILKEN INSTITUTE
Foreign investments in developing Asia

US$ billions
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Source: IMF WEO database 2011.
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Investment rates have increased across MILKEN INSTITUTE
all emerging market regions since 2000

Investment, percentof GDP 81970
501 439 2000
o 395 §2008
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Source: McKinsey Global Institute.
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Capital raised: Developing Asia attracts MILKEN INSTITUTE
the most funding after the crisis

2002-2006 2010
Sub- Sub-
Saharan Saharan
Africa Africa
4% Middle East__39

I\ggglNeOE?l'?t Eu rope and l\.lorth Deve|0ping
~or 31% Africa Asia
Africa 10%
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24% Asia
27%

Source: International Monetary Fund. 62



Creditless recovery in Europe? MILKEN INSTITUTE
Lending to non-financial corporations

Lendingto non-financial corporations, Billions of Euro
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Source: European Central Bank
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Unemployment rates in the Eurozone MILKEN INSTITUTE

remain high

Unemploymentrate, percent(seasonally adjusted)
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Labor productivity in Eurozone
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Source: OECD.
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U.S. economic indicator watch

2010 2011(F)
Real GDP growth (%) 2.90 2.90
Inflation (%) 1.63 2.70
Unemployment (%) 9.60 8.70
Budget balance (% GDP) -8.60 -9.10
Federal funds rate (%) 0.25 0.25

10-year Treasury yield (%) 3.30 3.91

Source: Bloomberg. 66



U.S. households still carry too much debt, i yuxes msrrrors

but continue deleveraging

U.S. household debt (% of disposable personal income)

Total household debt

150 -
stood at 116% as of the
end of 2010 I
100 B
50
0

1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010

Source: Federal Reserve.
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The U.S. saving rate has started to increase Tl Mitken INstrTUTE

following decades-long decline

% U.S. personal saving rate (% of disposable personal income)
14

? NFVaTA VW Vﬁ-
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Source: Bureau of Economic Analysis.

68



MILKEN INSTITUTE

U.S. consumer confidence improves slowly

Index (1985=100)
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Note: Data as of April 26, 2011.
Source: Bloomberg.
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U.S. housing activity remained depressed MILKEN INSTITUTE
Private housing starts, 1997 — March 2011

Millions of units, annual rate
2.0
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Source: Bureau of the Census, Department of Commerce.
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Will U.S. fiscal deficit fall from 10% of GDP N RS A —

in 2011 to 4.2% by 20207

Federalbudget (% of GDP)

2.4
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Source: Office of Management and Budget, White House.
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U.S. net national debt will be close to T U ——

80% of GDP in the next decade

% of GDP Federal debt held by public Adminstration's
80 <—  estimate —
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40
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Source: Office of Management and Budget, White House.
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Foreign ownership of U.S. Treasury securities ||| Mikex INstiTuTe
% of gross Treasury debt

Major holders of U.S. Treasury Securities (% of gross federal debt)
Totalgross federaldebt=US$14 trillion (2010)

Oil exporters

1.5% Otherforeign Intra-U.S.
' 13.6% government
United Kingdom JEEm— T 33.0%

1.9%

Japan
6.3%

China_/'=~
8.3%

I
United States
35.3%

Source: Treasury Department.
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Foreign ownership of U.S. Treasury securities

m MILKEN INSTITUTE
% of privately held Treasury debt

Major holders of U.S. Treasury securities (% of privately held Treasury debt)
Total federal debt held by the public = US$9 trillion

Otherforeign

_ 20.4% \ -
Oil exporters_ R
2.3% )

,,,,,,

. . United States
United Kingdom 52.7%
2.9% - '

Japan _/\m

9.4%

China
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Source: Treasury Department.
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U.S. health spending has increased dramatically

Percent US$trillions
18 3
16 A
Health spending as

14 1 ashare of GDP -

12 - (left scale) -2
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Source: Bureau of Economic Analysis.
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Issuance of U.S. private mortgage-backed MILKEN INSTITUTE

securities (MBS) remains at depressed levels

Private-label MBS issuance Gov't agency MBS issuance
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* Year to date, annualized. 76
Source: Securities Industry and Financial Markets Association.
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The U.S. secondary markets remain weak

US$ billions U.S.issues of asset-backed securities (ABS)
by assettype
800
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Source: Securities Industry and Financial Market Association, SIFMA. 77



Despite significant decline after the crisis, MILKEN INSTITUTE
the U.S. CDS market is still valued at $26 trillion

USStrillions Credit default swaps, notional amounts outstanding
70

62.2
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Source: International Swaps and Derivatives Association.

78



Ag In g popu lation E MILKEN INSTITUTE
33% of population in advanced countries will be 65 and older by 2050

% of population age 65+
35

30 —

Advanced countries /
20 / /
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Source: United Nations.
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Some advanced countries will eventually

MILKEN INSTITUTE

experience negative population growth

Average annualrate of population change (%)

2.5 -

Developing countries <—— Projection ——>
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1.5 - World
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Developed countries
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Source: United Nations.
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Declining total fertility rate around the world MILKEN INSTITUTE
By year and region

Percent
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Source: United Nations.
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Human capital indicators MILKEN INSTITUTE
Major advanced countries, China and India

Human development index
(Life expectancy, education, standard of living)

2010

India

0.2 0.3 0.4 0.5 0.6 0.7 0.8 0.9 1

Source: The World Bank.
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Higher education: comparison between WL T

lower- and higher-income countries

Percentage of 30-40 year olds with higher education

30%
Bl Male 25.1%
25% 23.4%
[ ] Female
20% -
15% 14.7%
6
11.0%
10% - 8.9% 8.6%
506 1 4.3%
0% -
Lowerincome ‘ Higherincome Lowerincome Higherincome
1970 2010

Source: International Institute for Applied Systems Analysis.

83



MILKEN INSTITUTE

Scott Minerd’s slides

84



The Economic Dominos MILKEN INSTITUTE
A View of Global Events Transpiring or Yet to Transpire

4. Germany’s export 3. BRICs growth slows
machine cools off

5. European
economies must
face their
structural issues

2. Emerging
markets tighten

6. Capital flows

to U.S. markets 1. Turmoil in MENA region
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Rising Oil Prices “Fuel” Inflation Concerns

Share of World Oil Pro

Brent Oil Futures Russia 12.9%

Price has increased 22%

: Saudi Arabia 12.0% |
120 +————"—"—"—"—"—— e — — since mid February,and L _ _ _ _ _ _ ;

® 31% year-to-date uUs — 8.5%
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Jan-10 Apr-10 Jul-10 Oct-10 Jan-11 Apr-11 2.0% 7.0% 12.0% 17.0%
Source: Bloomberg, Guggenheim Partners. Data as of 4/25/2011. Source: BP Statistics, Guggenheim Partners
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The Effect of QE on Global Commodity Prices

$960 Bn 1 QE 2 was Announced |
FOMC announced QE2 to
purchase $600 billion of long-
| term Treasury securities |
$800 Bn QE1 was Expanded
_| FOMC announced to buy up
to $300 billion of long-term QE 2 was Mentioned
$640 BN - Treasury securities i Bernanke hinted at QE2 in
speech at Jackson Hole
$480 Bn A
CRB Commodity Spot
Market Price Index (RHS)
$320 Bn
Federal Reserve’s
v Purchase of U.S.
Treasuries (LHS)
$160 Bn -
$0 Bn
IS
Sl

Source: Federal Reserve, Bloomberg, Guggenheim Partners. Data as of 3/31/2011.
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The Surge in Agricultural Commodities

Corn Price (USD/Bushels)

$800 1

Nominal Corn Futures

Up 98% from Nov. 2008 F
$600 1

Real Corn Futures

Up 89% from Nov. 2008
$400 1 — T —
$200 A

0 T T T T T T T T T T T T T
1959 1963 1967 1971 1975 1979 1983 1986 1990 1994 1998 2002 2006 2010
Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.U.S. CPlin 7/31/1959 = 100

Soybeans Price (USD/Bushels)

$2,000 1 Nominal Soybeans Futures
Up 60% from Nov. 2008
$1,600 - i
Real Soybeans Futures L
$1,200 1| Up 52% from Nov. 2008 4
$800 A
$400 1 -
i == vy A = U( )

$0
1959 1964 1968 1973 1978 1982 1987 1992 1996 2001 2006 2010
Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.U.S. CPlin 7/31/1959= 100

Sugar Price (USD/Bushels)

Nominal Sugar Futures
$50 1 Up 128% from Nov. 2008
$40

Real Sugar Futures
$30 - Up 117% from Nov. 2008
$20
$10 + it

1961 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010
Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.U.S. CPlin 1/31/1961= 100

Wheat Price (USD/Bushels)

$1,200 4
Nominal Wheat Futures
$1.,000 1 Up 41% from Nov. 2008
$800 1 Real Wheat Futures
Up 34% from Nov. 2008
$600 A
$400 1
$200 ey
$0 -

1959 1964 1968 1973 1978 1982 1987 1992 1996 2001 2006 2010
Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011. U.S. CPl in 7/31/1959= 100
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Cotton Prices — Nominal vs. Real

e Price ($ per Pound) A Farmer in China Hoarding 7,700 Ibs Cotton

$2.1
$1.8 -
$1.5 1
$1.2
$0.9 1
Cotton Price Record ($ per Pound)
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$2.00 $1.89
$0.3 T $1.80

$1.60
3 $1.40
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$1.20
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As ofMar.31, Historical Peak Peakin 20th
; . . ) ) 2011 (1860s during Century (1995)
— Nominal Cotton Future Price Inflation Adjusted Cotton Price the Civil War)

Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011. U.S. CPlin 7/31/1959 = 100 Source: Bloomberg, The Wall Street Journal
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The Futures Market Predicts Large Declines MILKEN INSTIT

In Cotton Prices

$1.87

Cotton Prices Expected to Fall

The futures market predict that cotton
prices in December 2012 will be 46%
lower than current prices

$1.5 - $1.48

$1.32

$1.3 4 $1.23
$1.16
$1.10
- m o
$1.0 . ; . . |

May-11 Jul-11 Oct-11 Dec-11 Mar-12 May-12 Jul-12 Oct-12 Dec-12

Futures Contract Expiration Date

Source: Bloomberg, Guggenheim Partners. Data as of 4/25/2011.
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Globally, the U.S. is the Least Sensitive MILKEN INSTITUTE

to Food Price Increases

Consumer Price Index (CPI) Breakdo
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35.0% - Developed Markets Median
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Source: ING, Guggenheim Partners.

91



CPI of Emerging Countries are

MILKEN INSTITU

More Sensitive to Food Price Increases

CPI Basket Breakdown - Emerging Markets Median

Misc
Hotels/catering 5%
Education 5% Food
v
3% 29%
Recreation
5%
Communications
4%
Transport/fuel
10%
Alcohol &
Health tobacco
ealthcare 0
4% . 5%
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5% N
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Source: Bloomberg, United Nations, ING, Guggenheim Partners. UN Food Price Index as of 3/31/2011.

CPI Basket Breakdown - Developed Markets Median
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Emerging Markets will be More Adversely MILKEN INSTITUTE
Impacted by Rising Oil Prices

. . il Consumption as % of PCE* i umption as % of Oil Net Imports (MMB/Day)
Developed Countries/Regions
T T T T T T T T
UK 4.0% } } 2.6%} } } 0.2 } }
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us. 6.8% I | 4.8% I I | 9.5 I
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Source: BP Statistics, Eurostat, Bloomberg, Guggenheim Partners. *: PCE = Personal Consumption Expenditure. Estimate is based on WTI price $100 per barrel and 2009 consumption data.
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The Overheating in Emerging Markets

MILKEN INSTITUTE

Developed Countries/Regions

% Change*

U.K.
Euro Area
Japan
u.s.
Emerging Countries
Mexico
Indonesia
China
Brazil
India

Russia

13.8%

17.1%

16.6%

18.7%

17.0%

28.2%

-20.0% 0.0% 20.0% 40.0%

CPI YoY %
410%
2.7%
1 @z
-_ 2.7%
] 3.0%
6.7%
| 5.4%
] 6.3%
9.4%
9.5%
0.0% 5.0% 10.0%

Source: National Central Banks, Bloomberg, Guggenheim Partners. *: Money supply: U.K. — M4, Mexico, India and Euro Area — M3, Others -M2. All data is from latest available statistics as of 4/22/2011.
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BRICs’ Real Interest Rate Composite

4.0% -

3.0% -

2.0% A |
BRICs’ weighted average real
interest rate is -0.87%
The real interest rate in BRICs

1.0% A has been negative since
November 2009.
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-2.0% -
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Source: Bloomberg, World Bank, Guggenheim Partners. Calculation is based on latest available data as of 4/25/2011. “Note: BRICs' Rate Compositeis calculated by the real interest rate in each countries weighted by their GDP shares.
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Global Currencies versus MILKEN INSTITU
Purchasing Power Parity
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Source: The Economist Big Mac Index, Bloomberg, Guggenheim Partners. Data as of 4/22/2011.
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German Exports Fueled by the BRICs

Real Germany’s Export to BRICs (€ Billion, Constant 2000 Price)
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Source: Eurostat, German Federal Statistical Office, Bloomberg, Guggenheim Partners.
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Contribution to Total Export Growth (2010)

Others
23%
u.. I

BRICs 18%

S.
8%

Although Germany’s exports to the BRICs
account for only 2% of GDP on a nominal
basis, the fast-growing category accounted
for 18% of incremental export growth in
2010.
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German Expor

MILKEN INSTITUTE

s May Have Peaked

German Export

40.0%

30.0%

20.0%

10.0%

0.0%

-10.0%

-20.0%

German Export YoY % Change

Frankfurt Airport Cargo YoY %
Change

Source: Frankfurt Airport Statistics, Bloomberg, Guggenheim Partners. Data as of 3/31/2011.

Total German
Exports

19.7% year-over-
year growth in
February 2011,
however, the
growth rate has
declined since the
peak of 26.9% in
May 2010.

Frankfurt Airport
Cargo

1.7% year-over-
year decrease in
airport cargo
growth in March,
the first annual
decline since
September 2009.
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One Size Doesn’t Fit All MILKEN INSTITU

When it Comes to European Monetary Policy

The Taylor Rule

8.0% A
Germany rate is 4.5%
It requires 4.5% rate to curb inflation

6.0% f+—————————~/" %L AS =

4.0%

2.0%

ECB main
refinancing rate is
1.25%
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-2.0% T Average rate for Spain, Ireland, Greeceand |-~~~ — - T o oo oo oo
Portugal is -4.6%
They require a -4.6% rate on average to stimulate
-4.0% T theireconomies ~ |TTT T T T oo oo
SB.0% T T T T
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Source: OECD, Bloomberg, Guggenheim Partners Calculation. Data for calculation based on Taylor's rule is latest available as of 4/25/2011.
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Structural Imbalances in Peripheral Europe
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Source: European Commission Forecast Autumn 2010, Guggenheim Partners. Data for China, India, and Brazil as of 2010 end.
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2011 Interest Expense as a % of GDP

11 Interest Expense as a % of

GREECE I 5.5%

BELGIUM 3.3%
PORTUGAL
ITALY
IRELAND
JAPAN

UK

INDIA
FRANCE
EURO AREA
SPAIN
BRAZIL
USA
GERMANY
CHINA
RUSSIA

U.S. Interest Expense is Currently 1.1% of GDP
However, if we apply the historic average interest
rate since 1940, the U.S. interest expense would
be 3.5% of GDP

3.5%

0.0% 1.0% 2.0% 3.0% 4.0% 5.0% 6.0%

Source: European Commission Forecast, Bloomberg, Guggenheim Partners.
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Elevated Yields Compound Problems for MILKEN INSTITUTE

Europe’s Periphery

10-Year Bond Yields of “PIIGS” and Germany
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Source: Bloomberg. Data as of 4/25/2011.
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Interest Expense as % of GDP MILKEN INSTITUTE
and as a % of Government Spending
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103



MILKEN INSTI

The Irish Banking Run Continues

30%
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Total Deposits from
Irish Residents
Down 5.7% YoY

10%

0%

-10%
Total Deposits
Down 23.9% YoY

200 A S
“80% f-———— e
Total Deposits from
Non-Irish Residents
SA0% | T T T T T T T T T T g e Down 48.7% YoY
B0% L
P PP PP ISR SIS S RS I INEINS ST I B TS BN RN
S S S S AN S S S NN 2 N 2 NN O 2 b h
W @ S YT T T S Y T I P

Source: Central Bank of Ireland, March 2011 Money and Banking Statistics
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The Core of Europe Can’t Afford

to Let “PIlIGS” Default

France Banking Exposure to PIIGS 296.3% 37.5%
Germany Banking Exposure to PIIGS 289.1%
l’;lﬁéhserlands Banking Exposure to 149.7% 26.6%
U.K. Banking Exposure to PIIGS 72.5% 23.1%
U.S. Banking Exposure to PIIGS
O.(’J% 100'.0% 200'.0% 300'. 0% 400'. 0% 0.0% 10.0% 20.0% 30.0% 40.0%

Source: Bank for Intemational Settlements, OECD, European Commission, Guggenheim Partners. * Note: Tier-1 capital data as of 2009 year end; GDP data is 2011 European Commission forecast. Banking exposure data as of 3Q2010.

105



U.S. Economy has Outperformed MILKEN INSTITUTE
Other Developed Economies

Normalized Real GDP since the Recession (4Q2007 = 100)

United States

GDP has exceeded
re-recession level
P Euro Area
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Source: Bloomberg, Guggenheim Partners. Data as of 4Q2010.
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U.S. Economic Recovery is Unfolding

Conference Board Leading Ind

8.0% 1 Conference Board Leading Indicator (RHS) E - 115
Has increased in 23 months of the past 24 months

4.0% - r 110

0.0% 105

US Real GDP
Growth (LHS)
4Q2010 grew at
annualized rate of
-4.0% r 100 | 3.19%, six
consecutive
quarters of growth

Source: Bloomberg, Guggenheim Partners. Data as of 4/25/2011.
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Leading Indicators are Nearly All Positive

Components’ Improvement Compared to the End of Recession

Stock Price 40.9%

Average Weekly Initial Jobless Claims 35.5%

Manufacturers' New Oders, Capital 27.9%
Vendor Performance, Slower Deliveries 24.2%
Manufacturers' New Orders, Consumer
Average Weekly Hours, Manufacturing
Money Supply

Interest Rate Spread

Building Permits, New Private Housing Units

Consumer Expectations 416.3

-20.0% -10.0% 0.0% 10.0% 20.0% 30.0% 40.0% 50.0%

Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.* Note: The improvements of Initial Jobless Claims and Interest Rate Spread mean the decrease of those two items.
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U.S. Economy is on Sound Footing

Manufacturing

Industrial Production

70 105 U.S. Industrial Production Index
100 Up 12% from the recession end
60
95
50
90
40 ISM Manufacturing PMI

Reading has been over 50 for 20 months since the 85
end of recession.
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Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011

Retail Sales
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-5.0% A

-10.0% Retail and Food Service Sales YoY % Change E

17 months of consecutive y-o-y growth
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N 32
) N

S S

Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.
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Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.

Business Investment
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Source: Bloomberg, Guggenheim Partners. Data as of 12/31/2010.
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U.S. Labor Market Conditions are Improving

U.S. Initial Jobless Claims 4 Weeks Moving Average (thousands) MoM Change of U.S. Employees on Nonfarm Private Payroll (thousands)

240

500 - 250 - 230
485
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466 466 468
0 459
460 150 -
110 109
440 100 o3

420 50 A1

400

Source: Bureau of Labor Statistics, Guggenheim Partners. Data as of 3/31/2011. 110



U.S. Unemployment Rate MILKEN INSTITUTE
and Labor Force Participation Rate

700% T-—————————————————————————————— = r 14.0%
Implied unemployment rate is 12.6%

Including 6.5 million discouraged workers would mean the _)’

unemployment rate is 12.6% rather than 8.8%
68.0% +—-——————"—"—"—"—"——(——— === === — —— l————- 12.0%

66.0% 1~~~ ff-— oo Vo Y ¥ Coa T 00%

Labor Force Participation Rate
(LHS)

64.0% 1 e - 8.0%

62.0% oo e A - 6.0%

60.0% | — T T T T T T T T T NAS e e e e e F 4.0%
Unemployment Rate
(RHS)
58.0% T T T T T T 2.0%
1980 1985 1990 1995 2000 2005 2010

Source: Bloomberg, Bureau of Labor Statistics, Guggenheim Partners. Data as of 3/31/2011.
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U.S. Employment to Population Ratio

B6.006 T — — — — e e

64.0% f—————

Average ratio since 1948 is 59.2%

62.0% f————————————-—""—""pF ——

60.0%

58.0% - ——————f—————————— A ——— A

56.0% Current employment-to-population ratio is 58.5%

Still less than the low level of 58.8% in 1984

54.0% T T T T T T T T T T T T
1948 1953 1958 1963 1968 1973 1978 1983 1988 1993 1998 2003 2008

Source: Bloomberg, Bureau of Labor Statistics, Guggenheim Partners. Data as of 3/31/2011.
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U.S. Labor Market is Still MILKEN INSTIT

Far Behind Its Pre-recession Level

1975 Recession

10mm Lost 1.4 millions jobs during
s the recession
) 8mm A
o)
(<]
é 6mm A
E 4mm 1982 Recession
3 Lost 2.8 million jobs
< 2mm A during the recession
w
8 omm r r )
f=2]
]
= -2mm
O
© -4mm
)
=
9 -6mm

2009 Recession
-8mm Lost 8.7 million jobs
during the recession
-10mm -
(o] 5 10 15 20 25 30 35 40 45 50 55 60
Months

Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.
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Trends in Long-Term Interest Rates MILKEN INSTIT

after a Recession

Change to ear Treasury Rates from the End of Recess|
40 -
—— Average of 1970, 1975, 1982, 1991, 2001 Recessions

— — Average (Without 1982
= 201 —— 2009 oe W )
=
=
o
E 0 . .
3
g = 20 7
1%] g This would
= § 40 - mean a
2o yield of 2.50
w
B to 3.30 by
s -60 - 2nd half of
£ 2011
S
> .80 A
@
=
(&)

-100 A1

-120 -
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Months

Source: Bloomberg, Recession date is based on NBER definition. Data as of 3/31/2011.
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Spread of 10-Year Treasury Yield MILKEN INSTITUTE

to the Federal Funds Rate

The Spread of 10-Year Treasury Yield to the Federal Funds Target Rate

ABO

Basis Points
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} - - Federal Funds
8.0% T =G NN N - Target RATE e 44
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U.S. 10 Year correction in
20% -~ Treasury Yield T T T T Treasury yields is
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Source: Bloomberg, Guggenheim Partners. Data as of 4/15/2011.
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The ‘Taylor Rule’ MILKEN INSTIT

Still Endorses Quantitative Easing

Taylor Rule Estimate versus the Fed Fu

7.0% A

6.0%

5.0%

4.0%

3.0%

2.0%

1.0% Current

spread is

0.0% T T T T T T T T T 170 bps,

1.0% - Fed Funds Rate thheta\{erage
Taylor Rule Estimate IS OYIC_

2.0% - Average Fed Funds Rate = 3.52 spread is 36

: ———— Average Taylor Rule Estimate = 3.15 bps
-3.0% -
1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.
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The Generational Bull Market in Bonds

Remains Intact

MILKEN INSTITUTE

10-Year Treasury Yield: 1985 to Present

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

Trend
Channel:

High: 4.86%
Low: 0.99%
Last: 3.39%

1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007

Source: Bloomberg, Guggenheim Partners. Data as of 4/25/2011.
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If the Bull Market Were to End Today, it Would be the Shortest in Hlstory

&P 500 Bull Markets, 1928 to Present
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Source: Strategas. Data as of 4/25/2011.
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Gold Prices — 1970s versus Today

1300% 7 Percentage Change in Gold Price [ $4.200
(1971 - 1980) $4,000/0Z
§ 1100% A The nominal gold price increased | —PH $3,600
= by 1,250% during 1970s - =
=] -
8 900% - - == I $3,000
£ T
§ 700% A Percentage Change in Gold r $2,400
= Price (2001 — 2011)
2 5009 A The nominal gold price has | $1.800
s increased 388% since 2001
S
% 300% - r $1,200
5
& 100% T - $600
o
-100% - - $0
1971/2001 1974/2011 1980/20?7?

Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.
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Gold Deflated by Oil

old/Crude Oil
35 +
Historic average gold price deflated by oil is
30 H
15.7 barrels per ounce
25 +

20 H

10 A
57 Current gold price deflated by oil is
13.3 barrels per ounce
(o] T T T T T T T T T T T T
1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011

Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011
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The Dow Jones Industrial Average MILKEN INSTITUTE

vs. Gold Prices

e S

36 Tl g

3L 1777777 Historic averageis 11.5ounces |~~~ T T oo oo oo oo m e m e " | current DJIA divided by gold
per unit of DA is 8.6 ounces per unit of DJIA

26 T~

21 o b A

16 e

11

1921 1926 1931 1936 1941 1946 1951 1956 1961 1966 1971 1976 1981 1986 1991 1996 2001 2006 2011

Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011
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The U.S. Economy is Improving MILKEN INSTITUTE

without the Housing Market

110 A 190
105 1 170 1
100 A 150 1

95 T T T T T T 130
2006 2007 2008 2009 2010 2011 2006 2007 2008 2009 2010 2011
Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011 Source: Bloomberg, Guggenheim Partners. Data as of 2/28/2011.

New Privately Owned H ng Starts (millions) New One Family Houses Sales (millions)

) 1.2
2.0 1.0
1.6

0.7
1.2
0.8 0.5

0.4 0.2
2006 2007 2008 2009 2010 2011 2006 2007 2008 2009 2010 2011
Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011. Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.
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U.S. Housing Affordability is at Record Highs, [| Mikex Istrrure

Aided by Low Rates

L 5 Current housing affordability compositeis 192.3 [~~~ "~~~
the highest level since data began in 1989
175 7-——-| Historicaveragesince |~~~ T T T T T T T T T T T oo oo oo s s s s e e e e e
1989is 128.5
150 - o
125
100 T

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Source: Bloomberg; National Association of Realtors. Total includes single-family homes, ini and co-ops. Data as of 2/28/2011.
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U.S. Median Housing Prices Continue to Fall

g Home Sales Me

$240,000 A
Historic average median price
since 2000 is $183,719
$220,000 +
$200,000 1
Y N
$180,000 T NAS
$160,000 A
Current median price is $159,600
$140,000 A It stopped declining in March with a 2.2% £
increase over February, but it is still 13% below
the 10-year average
$120,000 r v v v . . : . . . .
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Source: Bloomberg, National Association of Realtors. Total includes single-family homes, ini and co-ops. Data as of 3/31/2011.
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Strong Negative Correlation MILKEN INSTITUTE

between Interest Rates and Housing

The Inverse Relation of Treasury Yields with Housing Affordability Composite Index
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U.S. 10-Year Treasury Yield
Source: National Association of Realtors, Bloomberg, Guggenheim Partners. Total include: le-family homes, i and co-ops. Data as of 2/28/2011
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16 months 1

In the U.S. Housing Market,
Shadow Inventory Looms
o Sm————

14 months -+

Current Months Supply

12 months A

Historic average since

1999 is 6.4 months

10 months A

8 months A

2008 2009

6 months 1
2005 2006 2007

2004
126
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2000 2001
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Source: Bloomberg, National Association of Realtors. Total include:

1999

f

ily homes,

and co-ops. *Federal Reserve congressional testimony from Elizabeth Duke on November 17, 2010.



In the U.S., Capacity Utilization MILKEN INSTITUTE

Remains Below Historic Average

Current capacity utilization rate is 77.7%
Still about 4.3% less than the historic average
85% I
80% F—————f————f——f A v%ﬁ -
75% oo e
Average capacity utilization rate
from 1967 is 80.8%
T T
65% T T T T T T T T T T T
1967 1971 1975 1979 1983 1987 1991 1995 1999 2003 2007 2011

Source: Federal Reserve, Bloomberg, Guggenheim Partners. Data as of 3/31/2011.
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U.S. Unit Labor Cost Index vs. Core PCE

Unit Labor Cost Index (2005 = 100) vs. Core PCE

110 r 3.0
Core PCE Deflator YoY % Unit Labor Cost Index Nonfarm
Change (RHS) Business Sector (LHS)

108

106

104

102

100

2007 2008 2009 2010 2011

Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.

128



Fed Rarely Starts Raising Rates MILKEN INSTITUTE
before Unemployment Rate Approaches NAIRU

21,006 —

18.09% - ————————

15.0% f———————————— g

Current spread between NAIRU and
nominal unemployment rate is -3.7%
Historic average spread before 2009

900% 4—— ALY S AT A=\ A recession is -0.3%

12.0% 4+——————A-—m

6.0% ++——+44---‘\f--—4~----4--——-—---"--"-"--"-"-"FNS "}~ A

3o% +-4--—4———-—-——-"-p---—-—--{--———--"-———— .=

0.0%

B.0% e e I
Spread between NAIRU and Nominal
Unemployment Rate

Source: Bloomberg, Bureau of Labor Statistics, Guggenheim Partners. Data as of 3/31/2011. NAIRU estimate for 2011 = 5.09%, average NAIRU since 1971 = 5.81%.
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BOJ Balance Sheet as a % of GDP MILKEN INSTITUTE
versus the Federal Reserve

35.0% -
Bank of Japan assets are 29.9% of GDP
Up 2.6% following the Sendai earthquake. Latest assets,
$1,719 billion. 2010 Nominal GDP, $5,886 billion
30.0%

25.0%

20.0%

Federal Reserve assets are 17.7% of GDP
Up 2.1% since the start of QE2. Latest assets,

15.0% - $2,627 billion. 2010 Nominal GDP, $14,871 billion
10.0%
5.0%
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Source: Bloomberg, Guggenheim Partners. Data as of 3/31/2011.
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Average Remaining Maturity of MILKEN INSTITUTE
U.S. Government Debt

6.0 Yrs

5.5Yrs

5.0 Yrs
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Average Maturity since

1980 = 4.87
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2010 Year-end Maturity = 4.92
Rising from the recession low of 4.12
and sitting above average
3.5Yrs
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Source: Bloomberg, Guggenheim Partners. Data as of 12/31/2010.
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U.S. Federal Debt

MILKEN INSTITU

Held by the Public as a % of GDP

120.0% - ———
Obama Plan
Post WWwII 87.4% debt-to-GDP ratio
Historic high of 108.7% in 1946 by 2021
100.0% | ———————————— = = — — — — — — — — . — — — — — — [ — ———
80.0% 4 —————————— Post Civil War |- —— —— — Postwwl b\ 7/,/,
33.0% in 1869 35.0% in 1919 ,/\,@_—
60.0% T T T T T T Baseline Projection
75.6% debt-to-GDP ratio
by 2021
40.0%
Ryan Plan
20.0% 67.5% debt-to-GDP ratio
by 2021
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Source: Department of Treasury, Office of Management and Budget, Federal Reserve, Guggenheim Partners. * Note: Debt data before 1940 is the total public debt
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Share of Federal Debt Held

b
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Source: Dej
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Share of Federal Debt Held by
Foreign and International
Share of Federal Debt Held by
Foreign and International Investors
I excluding China
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partment of Treasury, Federal Reserve, Bloomberg, Guggenheim Partners. Data as of 12/31/2010. * Note: The detailed breakdown by country was available from 2000

MILKEN INSTIT

Shares of China’s
Holding = 8.3%
One-third of the
increase in debt held by
foreigners since 2000 is
from China
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.S. Interest Expense as a % of GDP

4.0% T ———— e e,
/2 | Obama Plan
// 3.9% interest expense-
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Source: Bloomberg, CBO, Federal Reserve, Guggenheim Partners.
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U.S. Budget Balance MILKEN INSTITUTE
as a Percentage of GDP since 1901

B 006 T
Ryan Plan
3.0% A Results in -1.6% deficit by
e 2021 by significant cut in
healthcare programs
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by 2021
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Source: Bloomberg, CBO, Federal Reserve, Guggenheim Partners. * Note: Budget balance includes the interest expense
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U.S. Government Receipts
and Outlays as % of GDP

25.0%

mmmm Other Expense

= Net Interest Expense

20.0% mmmm Defense Expense

== Social Security and Medicare
Expenses

Receipts ( Green Line)
15.0%

10.0%

Social Security and
Medicare Expenses

5.0% will grow from the current
8.4% to 12.1% of GDP by
2020
0.0%
1950 1960 1970 1980 1990
Source: Office of and Budget, CBO, im Partners. * Note: 2020 estimate is CBO baseline projection
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Projected Budget Deficit of MILKEN INSTIT
the U.S. Federal Government through 2021
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W Obama’'s Proposal Total Deficit = $10.9 Trn

9.0% T JEE T T T T T T e e e e e e | B CBO Baseline Projection Total Deficit = $8.1 Trn

Ryan's Proposal Total Deficit = $6.5 Trn
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7.0% The major difference between Obama’s and Ryan’s plans is the cut in health care

program spending, in which Ryan'’s plan proposes a cut of $2.5 trillion through
- | 2021 relative to Obama’s. L
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Source: Bloomberg, CBO, Federal Reserve, Guggenheim Partners. * Note: Budget deficitincludes interests expense
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