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OUR BET: THIS GOES THROUGH
AND IT WILL NOT BE PRETTY
FOR BANKS OR CONSUMERS

SUMMARY

This morning, the Obama administration announced a proposal
which could potentially change the entire face of the financial
industry by limiting leverage, banning proprietary trading within
banks, and breaking up concentrated market shares. We note, this
proposal comes just over a week after a big bank tax was proposed
which would penalize leverage within the industry. While details are
slight with respect to the White House’s proposal for potentially
game changing regulatory overhaul, it is clear to us that the market is
not overreacting to what directionally could be a decidedly lower
move for capital markets profits for the banks. Not only are banks
expensive on the prospect of “normalized” earnings, but waiting for
normalized earnings is like Waiting for Godot in our opinion,
particularly in light of increased regulatory momentum. In addition,
we believe the medium term tmpact of the proposal will be a
reduction of liquidity in not only the corporate market but also in the
consumer market. For the record, we believe the possibility of this
proposal going the distance is high. This proposal is currently just a
basic outline, but sentiment amongst the American voting block is
against the large banks and therefore we believe political actions will
respond in sympathy.

First, “Limit the scope” of proprietary trading activities. We are not
sure what qualifies as proprietary trading and if this may include any
long or shortt bias to a position, however it is clear that this will
dramatically reduce trading profits as well as market liquidity. Pure
execution trading models simply make less money. This is why JPM,
GS, and others make more in their trading operations than others.
Potentially, this could move more flow volume to exchanges and
away from market makers. This cleatly would be a positive for the
likes of CME and others.

“Limit the scope” of private equity. What we interpret this to mean
at 2 minimum is not only obvious ptivate equity portfolios but also
individual corporate stakes in companies like ICBC, CCB, Bank Itau,
etc.

“Limit the size” or market share concentrations of the banks. This 1s
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which was the length of time this would take and the corresponding
removal of liquidity from the system to execute the transition. Given
the fact that the securitization market remains closed, funding these
businesses will be deposit dependant and therefore difficult to scale.
In sum, we expect even more consumer credit to cotne out of the
market over the medium term if this proposal goes the distance.
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Important Disclosures

RESEARCH ANALYST CERTIFICATION

I, Meredith Whitney, am the Primary Analyst responsible for this research
report, and hereby certify that all of the views expressed in this research
report accurately reflect my personal views about any and all of the subject
securities or issuers as of the date of the report. No part of my compensation
was, 13, or will be, directly or indirectly, related to the specific
recommendations or views I expressed in this research report.

This report constitutes 4 compendium report (covers six or more subject
companies). As such, Meredith Whitney Advisory Group, 11.C chooses to
provide specific disclosures for the subject companies by reference. To access
current disclosures for the subject companies, clients may e-mail a request to
info@meredithwhitneyllc.com, or may wrte or call Meredith Whitney
Advisory Group, LLC at 212-542.4320.

DEFINITION OF RATINGS

BUY (B) Anticipates appreciation of 10% or more within the next 12
months, and/or a total return of 10% including dividend payments, and/or
the ability of the shares to perform better than the leading stock market
averages or stocks within its particular industry sector.

NEUTRAL (N) Anticipates that the shares will trade at or near their current
price and generally in line with the leading market averages duc to a perceived
absence of strong dynamics that would cause volatility either to the upside or
downside, and/or will perform less well than higher rated companies within
its peer group. Our clients should be aware that when a rating change occurs
to Neutral from Buy, aggressive trading accounts might decide to liquidate
their positions to employ the funds

elsewhere.

SELL (8) Anticipates that the shares will depreciate 10% or more in price
within the next 12 months, due to fundamental weakness perceived in the
company or for valuation reasons, or are expected to perform significantly
worse than equities within the peer group.

NOT RATED (NR) Meredith Whitney Advisory Group, LLC does not
maintain coverage of the stock or is restricted from doing so due to a
potential conflict of interest.

Distribution of Ratings, Firmwide
Meredith Whitney Advisory Group, LLC

Rating Count Percent
BUY [B] 0 0
NEUTRAL [N} 7 63.6
SELL [S]) 4 36.4

GENERAL INFORMATION

This report is for the institutional clients and prospective clients of Meredith
Whitney Advisory Group, LLLC and Meredith Whitney Securitics, LI.C.
Reproduction or editing by any means, in whole or in part, or any
unauthorized use, disclosure or redistribution of the contents without the
cxpress written permission of Meredith Whitney Advisory Group, LI.C or
Meredith Whitney Secunties, LLC is strictly prohibited. The information
contained in this report has been obtained from sources which Meredith
Whitney Advisory Group, LLC believes to be reliable; however, Meredith
Whitney Advisory Group, LLC does not guarantee the accuracy,
completeness or timeliness of any information or analysis contained in the
report. Users assume the entire cost and risk of any investment decision they
choose to make, Meredith Whitney Advisory Group, LLLC and Meredith
Whitney Securities, 11.C shall not be liable for any loss or damages resulting
from the use of the information contained in the report, or for error of
transmission of information, or for any third party claims of any nature.
Nothing herein shall constitute a waiver or limitation of any person’s rights
under relevant federal or state securities laws.
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ABOUT MEREDITH WHITNEY ADVISORY GROUP,
LLC

Meredith Whitney Advisory Group, LLC provides securities research
services and other investment advisory services. Meredith Whitney
Advisory Group, LLC is registered as an investment adviser in the State
of New York but is not an investment adviser registered with the
Securities and Exchange Commussion or with the securities regulators of
any other state, and at the present time is not eligible to file for federal
registration. This document does not constitute an offer or solicitation
to buy or sell any secunties discussed herein, or to offer for
compensation any investment advisory services or any securities
brokerage services, in any jurisdiction where such offer or solicitation
would be prohibited. No person other than an institutional client of
Meredith Whitney Advisory Group, 1.I.C or Meredith Whitney
Securities, LLC may rely on any information contained herein. Meredith
Whitney Advisory Group, LLC is not acting as a broker or dealer under
z{ny federal or statc securities laws. Tts affiliate, Meredith Whitney
Securitics, 1.LC, 1s a FINRA member firm registered as a broker-dealer
with the Securities and Fxchange Commission and certain state
securities regulators. The research of Meredith Whitney Advisory
Group, LLC is provided to institutional clients by Meredith Whitney
Securities, 11.C. Certain advisory personnel of Meredith Whitney
Advisory Group, LLC are registered representatives of Meredith
Whitney Secunties, LLC, As registered representatives of Meredith
Whitney Secunties, LILC, such advisory personnel may receive
commissions paid to or shared with Meredith Whitney Secunties, 1.LC
for transactions placed by Meredith Whitney Advisory Group, LLC
clients directly with Meredith Whitney Securities, LLC or with securities
firms that may share commissions with Meredith Whitney Securities,
LLC in accordance with

applicable SEC and FINRA requirements.

For further information about Meredith Whitney Advisory Group, LLC

©ercshthwhimevite.com. Reproduction or editing by any
means, in whole or in part, or any unauthorized use, disclosure or
redistribution of the contents without the express written permission of
Meredith Whitney Advisory Group, LLC is strictly prohibited. Meredith
Whitney and Meredith Whitney Advisory Group, LLC are trademarks
of Meredith A. Whitney.

SCEIMWMNWLY

© 2010 Meredith Whitney Advisory Group, LLC,



