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Gross Domestic Product
Annualized % Change Ql 2001 I Ql 2009

from Prior Period
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¢ We believe the nearly 12% cumulative decline in GDP in Q4’08 and Q1’09 is the worst of the
economic contraction in the current recession with Q'1'09 representing a demand bottom in
-4% 1 this cycle. We expect GDP in Q2 and Q3 of this year to show further contraction but to be
“less worse” than Q1 . Q4 could actually show some modest GDP growth spurred by federal
-6% - stimulus money hitting the economy.
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Contributions to GDP Growth by Component
Q12008 1T Q1 2009
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4% - The decline in Q1 GDP was led by large declines in business capital
investment including inventory liquidation and a shift to a cutback in
Federal and State government spending. Net exports shitted to a positive
6% - contribution in Q1 but only because mmports fell by a greater ainount than
exports. Consumer spending showed a surprising gain in Q1 and it was
widespread among goods and services. We do not think this occurrence
-89 - in consumer spending is sustainable given the continued high level of
unemployment and the escalating cost of credit. -8.20%
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Historic and Projected Real GDP Growth around the World

2007 1 2011~

The world-wide recession will linger around the world. U.S. and other high

10% - income countries will see a contraction in real GDP growth for this year.
Developing countries are expected to maintain a positive growth though at m2007
99 | lower rate compared to other years. 22008
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Year -over -year Percentage Changes in
Corporate Profit before Tax
Q1 2001 -Q1 2009
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Year-over-year decline in corporate profits accelerated 8.9%
through the fourth quarter of 2008. The rate of decline eased
-20% - in the first quarter of this year thanks to the improvement in
the financial sector corporate profits. However, corporate Q408
profits net of the financial sector continued deteriorating. =L
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Industrial Production
January, 2008 T June, 2009
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107 - Industrial Production (IP) has collapsed
since Q3,2008. The monthly production
105 - level is measured against the average in
2002. IP for June 2009 was 95.4,
103 - indicating that the production level was
95.4% of thatin 2002, the bottom of the
101 - last recession.
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Manufacturers Durable Goods Orders & Shipments

164,000 -
159,000 -
154,000 -
149,000 -
144,000 -

139,000 -

$Million

134,000 -

120,000 -

124,000 -

119,000 -

Jan-o8
Feb-08

Source: Census Bureau

Excluding Transportation
January, 2008 1 May, 2009

m New Orders m Shipments

Much has been made of the increase in
orders since March. Note the absolute
low levels and the shortfall versus
shipments. Shipment levels will
decline if orders do not pick up
substantially from current levels.
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