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U.S. Stock Market in Prior Crashes
(Indexed by Peak Day to Current Levels)
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Economic recovery would bring a doubling of the market over the next 3 years I
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Changein GDP vs.PriorQuarterat AnnualizedRate
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The real GDP outlook is below the November base case for the first half of 2009 due to the
collapse of the auto industry, plus exceptionally poor exports and business spending
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» Positive Movement Since
Nov. 2008 Evidence

‘ Negative Movement Since
Nov. 2008 Evidence

NOV. 2008 FORECAST
|

) Downside Case Base Case Upside Case
Key Indicators Norm. Worst (1st Half 2009) (13t Half 2009) (15t Half 2009) Best
Federal Personal Tax Relief NA $0 $25-50 $60-100 > 100-150 $200
Enacted for CY 2009 ($B) A
4.5%+ 7% 6.00% 5.29% 4.50-5.00% 3%
Mortgage Rate (% . 4
gad (%0) Inflation a
_ 30 45-50 60-65 70-75 120
Consumer Sentiment Index 88 X
Single Family Home Sales i 0 50'400 450-500 550-600 1,500
(thousands, at annual rate) A_
US Inflation-Adjusted Goods - b 0% 810 -10% -4 10 6% ~210 +2% U
Export Growth (yr. ago) A
Credit Risk Premiums: baa corp. 8% 6% 0% 3% 0%
1/,0,
bond-Treasury bond 2 L4
Credit Risk Premiums: 3 month o % 5% 4% 2% Gy
Libor spread to US Treasury bills 70 /'S
CY2009 Outlook and Implications Downside Case Base Case Upside Case
of Current Indicator Readlngs Norm. Worst (15t Half 2009) (1st Half 2009) (1st Half 2009) Best
Expected Real GDP Growth in 2009 -5% -2.5t0 -4.0% -1.7t0 -2.3% -0.5 to -1.5% 0%
United States 3.0% X
_ _ -5% ~2010-4.0% -0.5t0 -1.5% 0.0t0 1.0% 0%
US Major Trading Partners 2.5% <
-2% -1.0 to 2.5% 2.51t0 3.5% 4.0t0 5.0% 6%
Other Important Global Markets 5.0% X
11% 10.5% 9% 8% 7.5%
US Unemployment Rate 6.5% X —




Changes in the Outlook:
Parthenon and the Consensus

July 2009

GDP Growth Forecast, By Date of Forecast

Actual 2007: 2.0% November 2008 July 2009
. . 0

Actual 2008: 1.1%

Blue Chip Top 10 Forecast 0.3% -2.3%
§< Blue Chip Average Forecast
N Blue Chip Bottom 10 Forecast -1.1% -3.0%

L Parthenon C21% 0 C28%0

[ Blue Chip Top 10 Forecast 3.0%
§< Blue Chip Average Forecast
N Blue Chip Bottom 10 Forecast C 1.1%

L Parthenon

(@4

The consensus was significantly more optimistic in November

(@4

Now it is in |Iline with Parthenon’s morJ sobe

Source: Blue Chip Economic Indicators; June 2009




Last November, Parthenon Anticipated a
Much Deeper Recession than the Consensus,

Foreseeing Major Export and Capex Declines

Concept/Forecast Date November 2008 July 2009
Real 2009 Growth Forecasts Ellim i Parthenon el i Parthenon
consensus Consensus

US GDP -0.4% -2.1% -2.6% -2.8%
Consumer Spending -0.6% -0.3% -0.7% -0.7%
Business Equipment and Structures -5.2% -12.4% -18.5% -18.1%
'(r(‘:‘genr;tr‘i’brztgf;’(‘)’thP) 0.1% -0.5% -0.5% 0.7%
Residential Construction -7.0% -11.1% -22.9% -22.1%
Exports -1.0% -5.5% -12.1% -15.3%
Major Trading Partners Growth 0.7% -0.6% -3.6% -3.5%

The outlook has deteriorated beyond even our pessimism, as international problems have
bloomed and European policy responses have been delayed and less aggressive




THE PARTHENON GROUP

Real GDP Growth versus 4 Quarters Ago:

10%- Past 3 and Current Business Cycles
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This recession will exceed by 2x the severity of the deep 1975 and 1981-82 recessions

Note: Cycles are aligned on the first quarters of near zero real GDP growth versus a year earlier:
The 1990-91 cycle alignment implies 2008 Q3=1990 Q4;
The 1980-81 cycle alignment implies 2008 Q3=1981 Q4;
The 1974-75 cycle alignment implies 2008 Q3=1974 Q1
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THE PARTHENON GROUP
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== == Cumulative Change in Real GDP from Recession Start

=== Cumulative Change in Employment from Recession Start

O«

Jobs normally fall less rapidly than demand as employers are slow to shed workers; in this recession,
employers stayed ahead of falling demand

O«

Therefore, as demand recovers, jobs could be restored more easily than expected; unfortunately, with
a slow-paced GDP recovery, it is likely going to take a significant amount of time before reaching 2007 levels
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In Every Cycle, 3% GDP Growth Is the
Break-Point for Unemployment: This

Recovery Will

8.0%-
6.0%-
4.0%:-
T
(@)
%2’ 2.0%-
o § 0.0%
(al 0
=k
O3 20%:
(5 —
¢ <
X < .4.0%-
-6.0%-
-8.0%1_,
o
()]
()]
(@]
—

Be

“-406(o |

ess”

GDP Rising But So Is Unemployment

=3 Percent

M Change in Unemployment
==Real GDP Growth vs. Year Ago
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For the unemployment rate to drop, output growth must persistently exceed 3%
to offset growth of both productivity of current workers and the labor force

Source: Parthenon analysis, Bureau of Economic Analysis
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