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The New Deal is Back
Everyone Becomes a Socialist When They Are Losing Money

It has been reported repeatedly that Ben Bernanke, Chairman of the Federal Reserve, has studied the
Depression in the United States extensively. The actions taken by the Bush Administration to this point
suggest that he has learned these lessons well and is putting them into effect. The new Obama
Administration is likely to continue the trend.

Therefore, the key issue is who is going to fund this program. If the dollar remains strong, it will go
through. If the dollar weakens a new approach must be found.

Comparing Programs
= The Reconstruction Finance Corporation (RFC) was actually created by Herbert Hoover.

» During the Depression it bought preferred stocks in banks under the theory that bank
capital had to be bolstered to solidify the safety of the system.

» The TARP program created by the Treasury Department allows the government to
buy preferred stocks in banks.

= The RFC had multiple functions.

» An additional function of the RFC utilized by the New Dealers was to make loans to
banks so that they would in turn make loans to the public. The banks refused to do
this which is why the RFC started making loans directly.

» The Federal Reserve is making credit available to the banking system with the goal
of having the banks lend the money. The banks are becoming reluctant to make high
risk loans so that the TARP program may be used to make loans to weak companies
like GMAC and others.

®  Another RFC function: debasing the Currency

> Franklin Roosevelt took the United States off the gold standard. It used the RFC to
buy and sell gold in the open market. It was a core program of the government to
weaken the currency to stimulate inflation.

» The Federal Reserve has debased the currency by more than doubling the size of its
balance sheet and making loans against questionable assets. The goal here is also
to prevent deflation among other factors.

= The Home Owners Loan Corporation (HOLC) was a New Deal program.

» In the 1930s, it refinanced mortgages based on the current value of housing and the
ability of home owners to pay. It also provided funds to pay taxes and repair problem
dwellings. It is believed that 1 of every 5 homes in the country ultimately was
financed by the HOLC.

Disclosures and Analyst Certifications can be found in Appendix A.
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» The President, Congress, and the FDIC are currently putting in place a similar set of
programs to help housing.

= The Federal National Mortgage Corporation (FNMA) and the Federal Housing
Administration (FHA) were created.

» Banks refused to make 20-year self-amortizing mortgages so the FHA was created to
guarantee the new instruments and the FNMA was created to buy them.

» The Bush Administration has taken over both Fannie Mae and Freddie Mac to insure
that they keep buying mortgages. The FHA is guaranteeing more product.

= The National Industrial Recovery Act (NIRA) was established for multiple purposes.

» In the Depression, as part of this program, the government funded the Public Works
Administration (PWA). The PWA made extensive improvements in the nation’s infra-
structure.

» Itis being suggested that the new Obama program will have $150 billion set aside for
a new PWA.

= The two Glass Steagall Acts were passed and there were two bills passed to regulate the
securities industry setting up among other functions the Securities and Exchange
Administration.

» There were intensive hearings held by the Pecora Committee to regulate the financial
industry.

» The new Congress has promised to take an in-depth look at the financial sector and
develop new regulations. One might argue that the Treasury Department has
already begun nationalizing the banks and that more controls and regulations are
coming.

Comparing Costs

One reason that the New Deal could put into effect the programs that it had initiated was because the
United States government had a solid financial structure. From 1919 to 1930, the Federal government
had been paying down its outstanding debt while the economy expanded. Debt had fallen by 36.4% in
this period while real GNP fell by 8.7% (it declined by 13.3% in 1930). Thus, the capacity for increasing
the debt was substantial.

Clearly the problem today is that the United States is broke. From mid 2000 to mid 2008 the nation’s debt
has grown by 66.9% while real GNP is up by 19.6%. The deficit was rising before the reintroduction of
the New Deal and today the country does not have the money to pay its bills.

Therefore, if the Obama team wants to continue the Bush team policies of recreating the New Deal, some
entity must lend the country the money to do so. Americans do not like buying Treasury debt so
foreigners are being relied upon to fund this program.

Thus, one must watch the dollar. If it drops in value, it will force the Americans to buy the new debt
(higher interest rates will be necessary) or the Federal Reserve to further debase the currency to pay for
the new programs. In the next six months, the government must raise $915 billion. It will be very
important to monitor this fund raising process to determine if New Deal redux will be put in place.
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APPENDIX A:
IMPORTANT RESEARCH DISCLOSURES

ANALYST CERTIFICATION: I, Richard X. Bove, attest that the views expressed in this research report accurately reflect my personal
views about the subject security and issuer. Furthermore, no part of my compensation was, is, or will be directly or indirectly related to
the specific recommendation or views expressed in this research report.

The research analyst(s) primarily responsible for the preparation of this research report have received compensation based upon
various factors, including the firm’s total revenues, a portion of which is generated by investment banking activities.

VALUATION METHODOLOGY: The price targets on the financial stocks are calculated using a discounted cash flow model.
Subjective assumptions are input for the secular growth rates of the companies involved and for the assumed terminal price earnings
multiples.

RISKS: Companies in the financial industry do not control the macro economic factors that have the greatest impact on their earnings
performances and their stock prices. These include changes in the level of interest rates and the shape of the yield curve, as well as
changes in economic direction which may slow or accelerate unit growth and loan losses. These companies do not provide adequate
data concerning their holdings of loans and securities. In this sense they are blind pools and investors only become aware of problems
after they have occurred. Managements are also prone to errors in decision making in positioning their balance sheets and in the
general operation of their businesses which may impact the profits of the company. The analyst preparing this report may also make
incorrect judgments concerning interest rates and economic direction and this could cause his estimates to deviate meaningfully from
actual results. Further, his assumptions concerning PE multiples may be faulty leading to faulty price targets.

STOCK RATING DEFINITIONS

Buy: The stock’s return is expected to exceed 15% over the next twelve months.
Neutral: The stock’s return is expected to be plus or minus 15% over the next twelve months.
Sell: The stock’s return is expected to be negative 15% or more over the next twelve months.

Investment Ratings are determined by the ranges described above at the time of initiation of coverage, a change in risk, or a change in
target price. At other times, the expected returns may fall outside of these ranges because of price movement and/or volatility. Such
interim deviations from specified ranges will be permitted but will become subject to review.

RATINGS DISPERSION AND BANKING RELATIONSHIPS

Buy 67% (10% are banking clients)
Neutral 32% (3% are banking clients)
Sell 1% ( 0% are banking clients)

UNIVERSE OF FINANCIAL SECTOR STOCKS UNDER RESEARCH COVERAGE: Goldman Sachs Group (GS), Morgan Stanley
(MS), BB&T (BBT), Comerica Inc. (CMA), Fifth Third Bancorp (FITB), First Horizon National Corp (FHN), Keycorp (KEY), Marshall &
lisley Corp (MI), PNC Financial Services Group (PNC), Regions Financial Corp (RF), SunTrust Banks (STI), US Bancorp (USB), Wells
Fargo & Co (WFC), Zions Bancorp (ZION), Bank of America (BAC), Citigroup (C), JPMorgan Chase (JPM), Bank of New York Mellon
Corporation (BK), Northern Trust Corp (NTRS), State Street Corp (STT).

COMPANY SPECIFIC DISCLOSURES: MARKET MAKING, INVESTMENT BANKING, ANALYST OWNERSHIP

Of the Universe of Financial Sector Stocks Under Research Coverage, Ladenburg Thalmann & Co. Inc. makes a market only in the
common stock of FifthThird Bank (FITB), Zions Bancorp (ZION), Northern Trust (NTRS). Ladenburg Thalmann & Co. Inc. has neither
had an investment banking relationship, nor received any investment banking fees, with either the subject company, or any Financial
Sector Stock under Research Coverage in the past 12 months. A member of the Analyst’s family owns shares of the common stock of:
Bank of America (BAC - Buy Rated), Citigroup (C-Buy Rated), PNC Financial (PNC-Buy Rated). Ladenburg Thalmann & Co. Inc. has
received compensation for services other than for investment banking in the past 12 months from JPMorgan Chase (JPM), Goldman
Sachs Group (GS), and Bank of New York Mellon Corp (BK). Of the Universe of Financial Sector Stocks under Research Coverage,
neither the Analyst, nor members of the Analyst's household own any financial interest in any covered stock.
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GENERAL DISCLAIMERS

Information and opinions presented in this report have been obtained or derived from sources believed by Ladenburg Thalmann & Co.
Inc. believe to be reliable. The opinions, estimates and projections contained in this report are those of Ladenburg Thalmann as of the
date of this report and are subject to change without notice.

Ladenburg Thalmann & Co. Inc. accepts no liability for loss arising from the use of the material presented in this report, except that this
exclusion of liability does not apply to the extent that such liability arises under specific statutes or regulations applicable to Ladenburg
Thalmann & Co. Inc. This report is not to be relied upon in substitution for the exercise of independent judgment. Ladenburg Thalmann
& Co. Inc. may have issued, and may in the future issue, other reports that are inconsistent with, and reach different conclusions from,
the information presented in this report. Those reports reflect the different assumptions, views and analytical methods of the analysts
who prepared them and Ladenburg Thalmann & Co. Inc. is under no obligation to ensure that such other reports are brought to the
attention of any recipient of this report.

Some companies that Ladenburg Thalmann & Co. Inc. follows are emerging growth companies whose securities typically involve a
higher degree of risk and more volatility than the securities of more established companies. The securities discussed in Ladenburg
Thalmann & Co. Inc. research reports may not be suitable for some investors. Investors must make their own determination as to the
appropriateness of an investment in any securities referred to herein, based on their specific investment objectives, financial status and
risk tolerance.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express
or implied, is made regarding future performance. The price, value of and income from any of the securities mentioned in this report can
fall as well as rise. The value of securities is subject to exchange rate fluctuation that may have a positive or adverse effect on the price
or income of such securities. Investors in securities such as ADRSs, the values of which are influenced by currency volatility, effectively
assume this risk. Securities recommended, offered or sold by Ladenburg Thalmann & Co. Inc. (1) are not insured by the Federal
Deposit Insurance Company; (2) are not deposits or other obligations of any insured depository institution; and (3) are subject to
investment risks, including the possible loss of some or all of principal invested. Indeed, in the case of some investments, the potential
losses may exceed the amount of initial investment and, in such circumstances; you may be required to pay more money to support
these losses.

The information and material presented in this report are provided to you for information purposes only and are not to be used or
considered as an offer or the solicitation of an offer to sell or to buy any securities mentioned herein. This publication is confidential for
the information of the addressee only and may not be reproduced in whole or in part, copies circulated, or disclosed to another party,
without the prior written consent of Ladenburg Thalmann & Co. Inc.
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