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Roll Call

Minutes from the March 14, 2012 Meeting

Retirement Requests

Other Business

Investments

Public Comment

Adjourn
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EMPLOYEES®' RETIREMENT SYSTEM BOARD OF TRUSTEES MINUTES — Draft arch 14, 2012

A meeting of the Employees’ Retirement System Board of Trustees was held on Thursday,
March 14, 2012, at Troy City Hall, 500 W. Big Beaver Road, Troy, Ml 48084.

The meeting was called to order at 12:07 p.m.

Trustees Present; Mark Calice (arrived at 12:08 p.m.)
Thomas J. Gordon, I
Steve Pallotta
Milton Stansbury
John Szerlag
William R. Need (Ex-Officio)

Trustees Absent: Wade Fleming

Also Present: Thomas Darling, CPA
Justin Breyer

Minutes
Resolution # ER — 2012-03-04
Moved by Pallotta

Seconded by Stansbury

RESOLVED, That the Minutes of the February 16, 2012 meeting be approved.

Yeas: All-5
Absent: Fleming

Other Business -Actuary Evaluation- Discussion of Annual Required

Contribution
Thomas Darling presented a proposal to have the Actuary do a two year Annual Required
Contribution within the annual Actuarial Evaluation of the Retirement System.

Resolution # ER - 2012-03-05
Moved by Szerlag
Seconded by Pallotta

RESOLVED, That the board approve a two year Annual Required Contribution within the
annual Actuarial Evaluation of the Retirement System.

Yeas: All-5
Absent: Fleming

Investments-

Board discussed the following investments:



EMPLOYEES' RETIREMENT SYSTEM BOARD OF TRUSTEES MINUTES — Draft March 11, 2012

Sell: 11,00 shares of DG Fastchannel

Buy: 5,000 shares of General Parts Corp. (GPC)
5,000 shares of American Tower (AMT)
5,000 shares of Clean Energy (CLNE)

No resolution was taken. Darling was to ensure that the Board is within investment model
and cash was available.

The board discussed items to add to the “watch list.”

Public Comment
None.

The next meeting is April 11, 2012 at 12:00 p.m. at Troy City Hall, Conference Room C,
500 W. Big Beaver Road, Troy, Ml 48084,

The meeting adjourned at 12:50 p.m.

(Notes were taken by Thomas Gordon 1}
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Old Missior Tnsestment Company
880 Munson Ave, Suite B
Traverse City, MI 49636

T 231-929-4100
F 231-929-4190
T' B66-587-4100

wwOMICO.net

Rabezt . Stibbs, CPA, CED
Kurt A, Schuler
Christopher M. Lamb, CIMA, CTFA

Jeffer A Johnson April 4, 2012

Daniel O. McNamarz, CFP, CTEA

Monica Ireland

City of Ttroy Retirement Plan Board
500 W Big Beaver Rd

Troy, MI 48084

Dear Monica,

We are currently recommending two purchases:

Purchase Price Dividend Yield
Boeing Company (BA) $74.75 $1.76 2.35%
American Express (AXP) $58.39 $.80 1.40%

Please find the attached summary of our rationale for the above
recommendations. Feel free to call if you have any questions or would like
additional information.

Thank you for the opportunity to provide you with out financial services.

Sincerely,

o Gt
Robert W. Stibbs, CPA, CFP Daniel McNamara, MBA, CFP
Principal Financial Advisor

Encls. (2)

www.ormico.net



@OLD MISSION INVESTMENT Co.

Old Mission. Investment Canspany
880 Munson Av., Suite B
Traverse City, M1 49686

T 231-929-4100
F 251-929-4190
T 866-587-4100

wwwOMICO.net

Robert W, Stibbs, CPA, CFP

Kurt A, Schuler

Christopher M. Lamh, CIMA, CTFA
Jeffrey A. Johnson

Daniel Q. McNamara, CFP, CTFA

March 6, 2012
Investment Recommendation

Purchase

Bocing Company (BA)

Price §74.75 Annual Dividend $1.76 Yield 2.35%

Boeing is a wotld leading aerospace company and one of the largest manufacturers of
commetcial jetliners and military aircraft. The Company basically operates as a duopoly
with Airbus in the large commercial jetliner market. The business is structured in two
ptimary segments, Boeing Commerctal Airplanes (BCA) which makes up 53% of
revenue and Boeing Defense, Space and Security which contributes 47% of revenue.

We feel that commercial aviation is a growth industry. Increasing air travel will lead to
new airplane demand in emerging markets. Adrcraft technology 1s on a constant upgrade
cycle and the operating economics (fuel efficiency) of new aircraft are significantly better
than those of older aircraft, forcing airlines to continually upgrade their fleets. Boeing
estimated that aircraft demand would grow by 33,500 units between 2010 and 2030,
13,380 planes for replacement and the remainder new additions. Boeing further
estimates that approximately 22% of the planes (43% of the value) wili be of the larger,
twin-aisle type, like the new 787 Dreamliner, where Boeing is a market leader. The
Company has an order backlog of more than 3,700 planes valued at over $296 billion (8
times current annual sales).

In recent years Boeing has invested substantially in the development of the new 787
Dreamliner and the 747-8. Initial deliveries for both new models were made in the
fourth quarter of 2011. Commercial Airplane deliveries are expected to be between 585
and 600 units in 2012, including 70 to 85 of the 787 and 747-8s.

Slowing growth in Boeing’s defense segment is a reason for concern; however we
believe those concetns are teflected in the stock price and are overshadowed by the
growth possibilities in the Commerdial Airplane segment.

The Company currently estimates adjusted earnings per share for 2012 of $4.05 to $4.25,
net of 2 §.83 increase in pension expense. Consensus earnings estimates for 2013 are
$5.66. We expect sales of new models to ramp up going forward, which should lead to
improved margins, making now an oppottune time to purchase Boeing shares.

wwwomico.net



Stock Report | March 31,2012 | NYS Symbol: BA | BA is in the S&P 500 mDARD
Boeing Co (The) &POOR’S
S&P Recommendation Price 12-Mo. Target Price Investment Style

$74.37 (a5 of Mar 30, 32

$86.00

Large-Cap Growth

UPDATE: PLEASE SEE THE ANALYST'S LATEST RESEARGH NOTE IN THE COMPANY NEWS SECTION

GICS Sector Industrials
Sub-Industry Aerospace & Defense

Koy Stock Statistics (Sows 38, Vickars, carpany regorts)

52-Wk Range $80.65- 56.01  S&P Oper. EPS 2012E 435 Market Capitalization(B}
Trailing 12-Maonth EPS $5.34  S&P Oper. EPS 2013E 6.00 Yield (%)

Trailing 12-Month P/E 139 P/E on S&P Oper. EPS 2012E 171 Dividend Rate/Share

$10K Invested 5 Yrs Ago $9502 Common Shares Outstg. (M) 7457 Institutional Ownership (%)

Priee Performance

Summary This company is the warld's second largest manufacturer of commercial jsts
{behind Airbus) and fourth largest military weapons maker.

30-Woek Mov. Avg. - -+ 1C-Week Mov. Avg.-- - GAAP Earnings vs. Previous Year Volume Above Avg.” STARS
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Analysis prepared by Equity Analyst R. Tortoriello on Jan 30, 2012, when the stock traded at $74.26.

Hiphfights

» Wa project that sales will increase 15% in 2012,
driven almost entirely by its Commercial Air-
planes segment, where we see revenues up
over 30% on rising deliveries of 737s (which in-
creased to 35 per month in 2arly 2012 from 31.5
in 2011} and the 747-8 (rising to 2 per month in
mid-2012 from 1.5 currently), as well as produc-
tion increases on the 787, which has just bagun
to be delivered. On the defense and space side
of Bosing's husiness, we expect a 4.5% rev-
enue decling, on U.S. defense budget weak-
ness. However, we note that President Oba-
ma's fiscal 2012 defense budget contains addi-
tional funds for 28 F/A-18s, and Boeing recently
waon the KC-X refueling tanker compatition.

» We project 2012 operating margins of 7.0%,
down from 8.5% in 2071, as declining R&D costs
are offset by lower-margin initial production of
the 787 and 747-8 and significantly higher pen-
sion expensa.

» We project EPS of $4.35 in 2012, with growth to
$6.00 in 2012, Free cash flow rose 26% in 2011,
on increased aircraft deliveries, and we expect
a further rise in free cash flow in 2012

Iavestment Rationale/Risk

» We see several factors benefiting the shares.
We expect emerging ecenomias in Asia and the
Middle East to continue to grow strongly, which
should sustain demand for narrow-body air-
craft, supporting Boeing's total backlog of
about 3,770 aircraft as of December 2011. In ad-
dition, U.S. airlines continue to take deliveries
to improve fuel efficiency of aging flests. Fur-
ther, we expect the production ramp of the 787
{first delivery was in September 2011) to act as
a catalyst for the stock, with about 860 aircraft
recently on order. Finally, we view valuations,
which are at or helow historical averages, as
attractive given our view of rising commercial
aircraft production over the next three years.

» Risks to our opinion and target price include a
worsening econemic environmant, failure to
win new military contracts, and manufacturing
or operational difficulties on existing programs.

» Qur 12-month target price of $86 is based on an
enterprise value-to-EBITDA multiple of 8.5X our
2012 EBITDA estimate. This compares with
BA's 20-year historical average EV-to-EBITDA
multiple of 11.5X, and a recent peer average
multiple of 7X.

$55.459 Beta 123
237  S&P 3-Yr. Proj. EPS CAGR{%) 10
$1.76  S&P Credit Rating A
73
Qualitative Risk Assasgment
Low HIGH

Our risk assessment raflects BA's participation in
highly cyclical, very competitive and
capital-intensive businesses, offset by its
long-term government contracts and our view of
its solid cash position, typically strong free cash
flow generation and heaithy backlog of business.

Quantitative Evaluations

S&P Quality Ranking B+
|

[ofcleTc Ealrln

Relative Strength Rank MODERATE
a3 |
LOWEST =1 HIGHEST =99
Bevenue/Earmings Date
Revenue {Million $}
10 20 a 40  Year
2011 14910 16543 17,727 19555 68,735
2010 15216 15573 16,967 16,550 64,306
2009 16,502 14,296 16,688 17,937 68,281
2008 15990 16,962 15293 12664 60,909
2007 15365 17,028 16,517 17,477 66,387
2006 14264 14966 14,739 17,541 61,530
Earnings Per Share {$)
2m 0.78 1.25 146 1.83 533
2010 0.70 1.06 112 1.56 4146
2009 0.87 1.41 -2.22 1.77 1.87
2008 1.61 1.16 094 0.2 365
2007 112 1.35 1.43 1.35 5.26
2006 088 021 0.89 1.28 284

Piscal year ended Dac. 31. Next sarnings ropart expectad: Late
April. EPS Estimates based on S&P Operating Eamings; historical
GAAP sarnings are as reported,

Dividend Dta {Dstes vaniéd Fayrmor Jsts oy

Amount Date Ex-Div. Stk.of Payment
(s} Decl.  Date Record Date
0420 06/27 08/10 08112 09/02/11
0420 1031 11/08  11/11 1202
0.440 1212 02/08 0210 03/02/12
0.440 1212 02/08 02/10 03/02/12

Dividends have been paid since 1942. Source: Company reparts,

Please read the Required Disclosures and Analyst Certification on the last page of this report.
Redistribution or repreduction is prohibizad withaut written permission. Copyright ©2012 Tha McG raw-Hilf Companies, Inc.
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Stock Report | March 31,2012 | NYS Symbol: BA STANDARD

Boeing Co (The) &POOR’S
Business Summary January 30, 2012 Gorporate informetion

CORPORATE OVERVIEW. Boeing is a globa) aerospace and defense giant that conducts business through Investor Contact

three operating segments. Boeing Commercial Airplanes (BCA; 49% of revenues and 50% of operating
profits in 2010} and EADS's Airbus division are the world's only makers of 150-plus seat passenger jets.
Boging Defense, Space & Sacurity (50%, 48%} is the world's third largest military contractor behind Lock-
heed Martin Corp and England's BAE Systems. Boeing Capital Carp. (1%, 2%) primarily finances Boeing
aircraft for airlines.

BCA’s commaercial jet aircraft family includes the 737 Next-Generation narrow body model and the 747,
767,777 and 787 wide body models. The 787 (Dreamliner) is Boeing's newest modal, and is scheduled for
first delivery, following a more than three-year delay, in the third quarter of 2011. Boeing's upgraded 747-8
Freighter is also sfated for delivery in the middle of 2011, with the passenger version scheduled for year
end. BCA also offers aviation support, aircraft modifications, spare parts, training, maintenance docu-
ments, and technical advice. Boeing had a commercial aircraft backlog at year-end 2010 of $256 billion.

Defense, Space & Security (BDS) designs, develops and supports military aircraft, including fighters,

transports, tankers, intelligence surveillance and reconnaissance aircraft, and helicopters; unmanned sys-

tems; missiles; space systems; missile defanse systems; satellites and satellite launch vehiclas; and com-
munication, information and battle management systems. BDS contains three business units: Bosing Mili-
tary Aircraft {46% of BDS sales and 44% of BDS operating income in 2010}, Network & Space Systems
{30% and 25%), and Global Services & Support (26% and 31%}. BDS's primary customer is the U.S. Depart-
ment of Defense (82% of 2010 sales), but it also sells to NASA, international defense customers, civilian
markets, and commarcial satellite markets. Major programs include the AH-64 Apache and CH-47 Chinook
helicopters, the C-17 Globemaster military transport, the V-22 Osprey tiltrotor aircraft, F/A-18E/F Super Hor-
net and F-15 Eagle fighter jets, the P-8A Poseiden, as well as commercial and military satellites. In Febru-
ary 2011, Bosing won a $3.5 billion contract to produce KC-X aerial refueling tankers for the Air Force. The
total program is expected to be worth about $35 billion for the production of 179 aircraft.

MARKET PROFILE. Based on total unit orders of 150-plus seat jetliners in the three years through 2010,
Boeing had about 45% and Airbus 55% of the large commercial aircraft market. Demand for jetfiners is
driven primarily by growth in international air travel. Since 2002, passenger air traffic has grown by an av-
erage of over 6% annually. Although passenger air traffic declined 3.5% in 2009, the International Air
Transport Agency reports an 8.2% rise for 2010,

Demand for BDS's equipment and systems is primarily driven by growth in the procurement and R&D sec-
tors of the U.S. defense budget. Based on U.S. Department of Defense statistics, from fiscal 2000 (Oct.)
through fiscal 2010, the procurement and R&D sectors of total U.S. defense budget authority expanded at
9.0% and 7.6% compound annual rates, respectively. However, we expact growth in defense budgets to
hegin to decline going forward, dus to pressure resulting from high U.S. budget deficits and increased en-
titlements spending.

IMPACT OF MAJOR DEVELOPMENTS. In November 2010, one of Boeing's 787 flight test aircraft suffered a
fire in &n electrical bay during flight. Although Boeing has develeped a fix for the elactrical panel in which
the fire started (due apparently to the presence of a foreign object in the panel), the result was a cancella-
tion of flight testing for several weeks. At the time of the fire, the 787, which was originally scheduled to be
deliverad in May 2008, was scheduled to be delivered in March of 2011. Delivery has since been pushed
back to the third quarter of 2011.

FINANCIAL TRENDS. Over the 10 years through 2010, sales grew at a compound annual rate (CAGR) of
2.3%, earnings from continuing operations grew at a CAGR of 4.5%, EPS et 6.2%, and dividends per share
at 11.6%. We calculated adjusted return on invested capital for BA in 2010 as 5.5%, versus the S&P 500
Aerospace & Defense sub-industry average of 15.8%. Free cash flow as a percentage of sales was 2.8% in
2010, well below the sub-industry average of 6.7%, as Boeing invested in R&D on the 787 and 747-8, and
made payments to 787 suppliers and customers (late delfivery penalties).

R. Young {312-544-2140)
Office
100 North Riverside Plaza, Chicage, 1. 60606-1596.

Telephons
312-544-2000.

Fax
312-544-2082,

Wehsite
http://www.boeing.com

Officers
Chrmn, Pres & CEQ EVP & General
W.J. McNerney, Jr. Counsel
J.M. Luttig
CO0& CTO
J.J. Tracy Chief Admin Officer
R.D. Stephens
EVP & CFO
6.D. Smith
Board Members
D.L1. Calhoun
A. D, Collins, Jr.
L. Z. Cock

K. M. Duberstein

E. P. Giambastiani, Jr.
L. W. Keilner

E. M. Liddy

J. F. McDonnell

W.J. McNernay, Jr.
S. C. Schwab

R. A. Williams

M. S. Zafirgvski

Domicile
Delaware

Founded
1916

Employess
11,700

Stockhalders
212,290

Redistributian or reproduction is prohibited without written permission. Copyright 2012 The MeGraw-Hill Companias, Inc.
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Stock Report | March31,2012 | NYS Symbolk BA mRD
Boeing Co (The) &POOR’S
Quantitative Evaluations Expanded Ratio Analysis
S&P Fair Value 1- 2 3 4 5 am 2010 2 2008
Rank E | | ] HIGHES‘I’I Price/Sales 0.80 0.76 0.57 0.51
Based on S&P's propristary quantitative mael, stocks are ranked Price/EBITDA 167 1.56 10.92 6.09
from most overvalued {1) to most undarvalued (5). Price/Pretax Income 10.24 1078 2231 7.71
T oA P/E Ratip 13.77 14.67 2893 11.59
i alysis of the stock’s currant X ' i H
::IIrc ::::Ii: i $54.30 mn'&m ho o suugemm:\t’ﬁ'ﬁ asad on 52 w‘&‘fg;'::ﬂ"l Avqg. Diluted Shares Quistg (M) 753.1 .3 T34 7290
21.0%. Figures based on calendar year-end price
Investability s I Key Grawth Rates and Averages
Quatient LOWEST =1 HIGHEST = 100
Percentile BA scored highar than 8% of all campanies for which an S&P Past Growth Rate (%) 1 Year 3 Yoars 5 Years 9 Years
Report is avallable. Sales 6.89 3.07 1.65 3.43
Net Income 21.14 2353 4.92 19.06
Volatility Low HIGH |
Ratia Analysis (Annual Avg.)
Technical NEUTRAL Since March, 2012, the technical indicators for BA have been Net Margin {%) 5.84 431 469 4.07
Evaluation NEUTRAL % LT Debt to Capitalization 62.33 72,68 76.63 66.37
. Return on Equity {%) 127.12 190.69 140.08 86.56
Insidor Activity [ uNFAVORABLE FAVORABLE
Company Financials Fiscal Year Ended Dec. 31
Par Share Data ($) 2Mm 2010 2009 2007 2006 2005 2004 2003 2002
Tangible Book Value NM NM NM NM 378 NM 10.33 10.08 6.17 453
Cash Flow 7.53 6.77 4.3 5.26 7.18 4,76 5.08 4.00 2.68 246
Earnings 5.33 446 1.87 365 5.26 2.84 319 24 0.89 287
S&P Core Earnings 6.19 4.61 2.02 087 5.41 3.90 3.05 1.89 1.33 0.26
Dividends 1.68 210 1.68 1.60 1.40 1.20 1.00 0.77 068 0.68
Payout Ratio 32% 4% 0% 44% 27% 42% 31% 34% 6% 24%
Prices:High 80.65 76.00 56.56 88.29 107.83 9205 72.40 55.48 4337 5107
Prices:Low 56.01 54.80 29.05 36.17 8460 65.90 49,52 38.04 2473 2853
P/E Ratio:High 15 17 30 24 20 32 23 25 49 18
P/E Ratio:Low 1 12 16 10 16 23 16 17 28 10
Income Statement Analysis {Million $)
Revenue 68,735 64,306 68,281 60,909 66,387 61,530 54,845 52,457 50,485 54,069
Operating Income 7,202 6425 3537 5,107 7,090 5,176 3,707 3,405 3,198 5,447
Depreciation 1,660 1727 1,666 1,179 1,486 1,545 1,503 1,509 1,450 1,497
Interest Expanse 493 516 339 524 196 583 653 685 800 730
Pretax Incoms 5,393 4,507 1,731 4,033 6118 1,218 2,819 1,960 550 1,353
Effective Tax Rate 256% 26.5% 22.9% 33.5% 336% NM 9.12% 7.14% NM 63.6%
Net Income 4,0m 331 1,335 2,684 4,058 2,206 2,562 1,820 718 492
S&P Core Earnings 4,658 3420 1,442 519 4177 3,042 2450 1,616 1,074 203
Balance Sheet & Other Financial Data (Million $)
Cash 11,272 10517 11,223 3219 7.042 6118 5412 3,204 4,633 2,333
Current Assets 49,810 40572 35,275 25,964 27,280 22,983 21,968 15,100 17,258 16,855
Total Assets - 79,986 68,565 £2,053 53,801 58,986 51,794 60,058 53,963 53,035 52,342
Current Liabilities 41,274 35,395 32,883 30,925 31,538 29,701 28,188 20,835 18448 19,810
Long Term Debt 10,018 11,473 12,217 6,952 7,455 8,157 9,538 10,879 13,299 12,589
Common Equity 3515 2,766 2,128 -1,264 9,004 4739 11,059 11,286 8139 7,696
Totel Capital 16,072 15,283 15,149 5,658 17,649 12,396 22,664 23,255 21,438 20,285
Capital Expenditures 1,713 1125 1,186 1,674 1731 1,681 1,547 478 741 1401
Cash Flow 5,671 5,038 3,00 3,833 5,544 3,751 4,065 3329 2,168 1,988
Current Ratio 1.2 1.2 1.1 08 039 08 0.3 07 09 08
% Long Term Debt of Capitalization 62.3 75.1 80.7 122.8 422 63.3 42.1 468 62.0 62.1
% Net Income of Revenue 5.8 5.2 20 14 6.1 36 47 35 14 09
% Return on Assets 5.4 5.1 23 48 13 39 44 ia 1.4 1.0
% Return on Equity 1217 135.3 NM NM 59.0 219 229 18.7 9.1 53

Data as orig reptd.; bef. results of disc opersfspec. items. Per share data ad. for stk. divs.; EPS diluted. E-Estimatod. NA-Not Available. NM-Not Meaningful. NR-Not Ranked. UR-Undar Review.

Redistribution or repraduction is profibited without written permission. Copyright ®2012 The MeGraw-Hill Companiaes, Inc.
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Stock Report | March 31,2012 | NYS Symbol: BA

Boeing Co (The)

STANDARD
&POOR’S

Sub-Industry Outlook

Stock Performance

We are positive on commercial eerospace and
neutral on the defense contractors for the next 12
months. (We are positive on the combined group,
because a single ranking must be given to both
industries.) We continue to see moderate
improvement in the global economy and growth in
cemmercial air treffic aiding results in commercis!
aerospace. Howevar, we glso see continued
pressure on the defense budget going forward, as
politicians seek ta rein in [arge federal budget
defleits.

According to trade association IATA, global
passenger air traffic grew 6.9% in 2011, measured in
revenue passenger miles. We continue to see
long-term demand for new commercial jets fueled
by fleet growth in the developing markets and a
need to replace aging and less fuel-efficient aircraft
in developed markets, and particularly in the U.S. At
the same time, we see commercial aerospace
shares selling at valuations that are near to slightly
above historical averages.

We believe global airlines wera profitable in 2011
and note that order books at Boeing and Airbus
contain six to seven years of production at current
levels. Both compenies have announced significant
production rate increases that stretch through
mid-2014, with both Boeing and Airbus expecting
deliveries to increase by about 40% over the next
three years. We expect the business jet markat,
which has been battered both by falling corporate
profits and political headwinds, to improve in 2012,
We also see the aftermarket paris and service
business, for business jets and large commercial
airplanes, staging a solid recovery through 2012 and
into 2013, on increased fiight hours for both
categories.

As for the defense segment, large sums of money

from both base and supplementary {"0C0") defense
budgets are still affecting defense contractors. In
addition, conventional military equipment (planes,
ships, tanks, etc.) is aging, and we see a need for
equipment replacement/repair as U.S. troops are
withdrawn from Irag. Howsver, in 2011, President
Gbama and Congress enacted a deficii reduction
plan that calls for $487 billion of defense cuts over
10 years. In addition, the DoD faces the prospect of
$500 billion *sequestration,” beginning in February
2013, which will reduce defense spending over 10
years if not countermanded by Congress.

Year to date through March 9, the S&P Aerospace &
Defense Index gained 8.2%, versus a 9.0% rise for

the S&P 1500 Composite Index. The sub-industry fell
3.0% in 2011, versus a 0.3% decline in the S&P 1500.

--Richard Tortoriello

Sub-Industry : Aerospace & Defense Peer Group*: Aircraft Manufacturers

GICS Sector: Industrials
Sub-Industry: Aerospace & Defense

Based on S&P 1500 Indexes
Month-end Price Performance as of 02/29/12

120

100

40 -
20 i
0 1 | 1 ! 1
2008 2009 2010 20i1 2012
Sub-Industry Sactor S&P 1500

NOTE: All Sector & Sub-Industry information is based on the

Global Industry Classification Standard (GICS)

Stock
Symbol

Peer Group
Bosing Co

Bombardier Inc CI'A’
Bombardier In¢ CI'B’
Lockheed Martin
Northrop Brumman

BBD.AC
BBD.BC

Stk.Mkt  Recent 52

Cap. Stock Wask Yield

(Mil.$) Prical$) High/Lowi{$) Beta (%)
55459 7437 BO.65/56.01 13
1,338 42 15334 NA
5,840 414 725318 NA
29,214 8386  91.09/66.36 091
15,431 6108  70.61/49.20 1.08

Fair S&F Returnon LD

P/E Value Quality 10 Revenus Cap
Ratio  Calc{$) Ranking %ile (%) {%)
19 5430 B+ 58 623

n NA B NA 51 60.8

12 NA  B- NA 36 NA

n 8320 A- 79 57 86.6

8 NA A 80 79 6

NA-Not Available NM-Not Meaningful NR-Not Ratad. *For Peer Groups with mora than 15 companies or stocks, salaction of issues is based on market capitalization.

Source: S&P

Redistribution er rapraduction is prohibitad without written permission. Copyright ©2012 The McGraw-Hill Companies,Inc.

The McGraw -Hill co:x




Stock Report | March 31,2012 | NYS Symbol: BA

Boeing Co (The)

STANDARD
&POOR’S

S&P Analyst Research Notes and other Company News

March nu 212

05:38 am ET ... S&P REITERATES BL'Y RECOMMENDATION ON SHARES OF
TRIUMPH GROUP (TGI 5.15%***): In Q3 FY 12 (Mar.}, TGl saw slowing demand
from Boeing [BA 75, Buy} for the 787, We believe the pause was due to BA
correcting a manufacturing problem {"delamination”) with the first 55 787s.
However, we expect BA will increase production, as scheduled, in the second
half of calendar "12. In addition, we also expect 747-8 production to rise to 2/mo in
H2 '12, as we expect BA to put execution issues on this program hahind it. We
raise our FY 13 EPS estimate for TG| $0.40 to $5.40, and our 12-month target price
by $10 to $80, on a slightly increased muitiple on our FY 13 estimats. /RTortoriello

February 27, 2012

The Boeing Company named Larry Loftis as the general manager of its 787
Dreamliner plane program. Loftis will succeed Scott Fancher, who will focus on
Boeing's 777 program.

February 14, 2012

BA and Jakarta-based Lion Air finalize a firm order for 207 737 MAXs and 29
Next-Generation 737-800ERs (extended range). With orders for 230 airplanes
valued at $22.4B at list prices, this deal is the largest commercial airplane order
aver in BA's history by both dollar value and total number of airplanes. Says Lion
Air will alse acquire purchase rights for an additional 150 airpianes.

January 25, 2012
BA posts $1.84 vs. $1.56 04 EPS on 18% revenue rise. Sets "12 forecast of
$4.05-84.25 EPS on revenue of $78B-$80B. Capital consensus foracast was $4.87.

January 25, 2012

12:51 pm ET ... S&P REITERATES BUY OPINION ON SHARES OF BOEING (BA
75.14%*%**); 04 EPS of $1.31, vs. 1.06, ex-tax settlements in both years, is above our
(.91 estimate on stronger margin performance than we forecast in all segments.
Operating margin rose 150 bps to 8.2%. However, BA expects an $2.83 increase in
pension costs in 12, higher than we expected. Given alf changes, we cut our '12
EPS estimate $0.55, to $4.35. With continued scheduled production increases on
the 737, 777, and 787, and our view of mare cost-effective 787 production and
lower pension expenses, we set our '13 estimate &t $6.00. We maintain our
12-month target price at $86. /RTortariello

December 20, 2011

Boeing Co. named Kim Smith &s vice president of Boeing Environment, Health and
Safety. She is responsible for leading Boeing's ongoing effert to continuously
reduce the environmental footprint of its global operations, products and
services. In addition, she leads the company's workplace safety programs. Smith
will report to John Tracy, Bosing chief technology officer and senior vica
president of Engineering, Operations & Technology. Smith succeeds Mary
Armstrong, who has announcaed her retirement after 27 years with Boging.
Armstrong will continue with the company through February to ensure a smooth
leadership transition. Since May 2009, Smith has been Boeing Commercial
Airplanes’ director of Suppliar Management for Spirit AeroSystems. Smith has
heid a wide range of internal and external assignments. She has led
organizations within the Fabrication Division and 737 program at Boeing
Commercial Airplanes and has held jebs in menufacturing research and
development and production support engineering during her career at Boeing.

December 13, 2011

Boeing Co. announced that Christopher J. Ferguson, a retired L.S. Navy captain
and former NASA astronaut, has heen named director of Commercial Crew
Interface in the company's Space Exploration division, effective Dec. 16, 2011,
Ferguson wili have comprehensive oversight for crew integration and operations
in the design of Boeing's Commercial Crew Transportation System. In this
capacity, he will work with NASA's Human Exploration and Operations
Directorate; Johnson Space Center's Engineering, Flight Crew, and Mission
Operations organizations; and Kennedy Space Center's Commercial Crew
Program to ensure the design supports NASA Human Rating Requirements.

December 8, 2011

BA applauds decision by members of the International Association of Machinists
& Aerospace Workers (IAM) to approve a four-year contract extension. The
agreement covers employees represented by the union in Washington, Oregon

and Kansas, and extends the contractto September 2016.

November 17, 2011

UP 0.64 10 66.98... WSJ reports The White House said that U.S. companies had
reached trade deals worth more than $25 billion with East Asian nations,
including an agreement to sell more than 200 Boeing aircraft to Indonesia.

November 17, 2011

Boeing announced that appoiniment of Stephanie Pope as vice president,
Investor Relations, effective February 1, 2012, Pope will take over from Scott
Fitterer, who will assume the role of vice president, Financial Planning &
Analysis. Both will repart to Greg Smith, who was recently announced as
Boeing's next chief financial officer. Pope, currently chief financial officer for the
Integrated Logistics business of Boeing Defense, Space & Security, will lead
investor relations operations and financial community relationships, working with
institutional investors and securities analysts to promete understanding of
Boeing's programs, financial performance and outiook. Pope, 39, previously
served as finance diractar both for the F/A-18 program and for the Training
Systems and Services business at BDS.

Novemhber 14, 2011

09:07 am ET ... S&P REITERATES BUY OPINION ON SHARES OF BOEING (BA
§6.92***): On Sunday, Boeing announced an $18B deal to supply 50 777-300ERs
to Dubai-based Emirates Airling, the largest single order by dollar amount in BA's
history. We believa the deal further enhances BA's lead versus competiter Aitbus
in the lucrative wide-body market, where the 787 already has a decisive lead on
Airbus’s A350-XWB. With emerging market airlines increasing fleet sizes to
accommodate travelers as wealth rises, and Middle Eastern countries
diversifying into commercial aerospace, we believe the outlook for BA remains
strong. We maintain our 12-manth target price of $86. /RTortoriello

November 4, 2011

Boeing Co. hes named Dewey Houck es vice president and general manager of
the company's Information Solutions organization. Houck was formerly vice
president of the Intelligence Systems Group within Information Solutions. Houck
will repart to Roger Krone, president of the Network & Space Systsms division of
Boeing Defense, Space & Security (BDS). He will be responsible for directing
B80S’ cybersecurity, physical security and information services programs, with
the goal of increasing productivity and mission success for government and
commercial customers. In his previous role as vice president of the Inteliigence
Systems Group, Houck was responsible for the horizontal integration of the
Intelligence Community through deployment of information sharing technologies
and the development of information management camponents for more effective
intelligence planning and analysis.

Source: S&P.
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0f the total 44 companies following BA, 30 analysts currently publish recommendations Hforggn
i JSA Research Inc.
Jeffarias & Company, inc.
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Buy 12 a0 12 15 Lazard Capital Markets
Buy/Hold 9 20 8 8 Macquarie Research
Hold 8 27 8 8 Maxim Group
Weak Hold 1 3 1 0 McAdams Wright Ragen
Sell 0 0 0 0 Moody?s
No Opinion 0 0 0 0 Morgan Keegan & Company
Total 30 100 2 k]|
Wall Strest Consensus Estimates Wall Street Consensus vs. Performance
=L I ° For fiscal year 2012, analysts estimata that BA will
Estimatss 2011 2012 2013 2011 Actual $5.34 earn $4.57. For fiscal year 2013, analysts estimate
7 that BA's earnings per share will grow by 24% to
............ e s e $5.66.
8 g
5 "'----....-.........-..----.. d
_____’_-f_-—
4'n D I F M A M J J A 8§ o0 N D J F ™
2010 2011 2012
Fiscal Years Avg Est. High Est. Low Est. # of Est. Est. P/E
2013 5.66 6.31 425 26 13.1
2012 457 5.33 4.20 27 16.3
2013 vs. 2012 A 0% A 18% A1% ¥ 4% ¥ -20%
0113 128 1.38 1.07 7 58.1
o112 0.9% 1.19 0.74 19 715
01"13 vs. 01'12 A 33% A 16% A 45% ¥ -63% ¥ -25%

A company's eamings outiook plays a major part in any investmant decision. Standard & Poor's organizes the sarnings estimates of ever 2,300
Waik Street analysts, and provides their consensus of esrnings over the next two years. This graph shows the trend in analyst astimates over
the past 15 months.

Source: S&F, Capital |0 Estimates, Inc.
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Glossary

S&P STARS

Since January 1, 1987, Standard and Poor's Equity
Research Services has ranked a universe of common
stocks based on a given stoek's potential for future
performance. Under proprietary STARS {STock
Appreciation Ranking System]), S&P equity analysts rank
stocks according to their individual forecast of a stock's
future total return potential versus the expacted total
return of a relevant benchmark [e.q., a regional index
(S&P Asia 50 Index, S&P Europs 350 Index or S&P 500
Index])), based an a 12-month time horizon. STARS was
designed to meet the needs of investors foaking to put
their investment decisions in perspective. Data used to
assist in determining the STARS ranking may be tha
result of the analyst's ovwn models as well as intarnal
proprietary models resulting from dynamic data inputs.

S&P 12-Month Target Prica

The 5&P equity analyst's projection of the market price a
given security will command 12 months hence, based on
a combination of intrinsic, relative, and private market
valuation metrics, including S&P Fair Value.

investment Style Classification

Characterizes the stock as Browth or Valus, and
indicates its capitalizetion level. Growth is avaluated
along three dimensions {earnings, sales and internal
growth), whila Value is avaluated along four dimensions
{book-to-prica, cash flow-to-price, dividend yield and
sale-to-priga). Growth stocks score higher than the
markat average on growth dimensions and lower on
value dimensions. The reverse is true for Value stocks.
Cortain stocks are classified as Blend, indicating a
mixture of growth and value characteristics and cannot
be classified as purely growth or value.

S&P EPS Estimates

Standard & Poor's earnings par share (EPS) estimates
reflect analyst projections of future EPS from continuing
oparations, and generally exclude various itams that are
viewed as spacial, non-recurring, or extracrdinary. Also,
S&P EPS estimates reflect sither foracasts of S&P equity
analysts; or, the consensus [average) EPS astimate,
which are independantly compiled by Capital 10, a data
provider to Standard & Poor's Equity Research. Among
the items typically excluded from EPS estimatas are
asset sale gains; impairment, restructuring or
merger-related charges; legal and insurance
settlements; in process research and development
expenses; gains or losses on the extinguishment of debt;
tha cumulative effect of accounting changes; and
earnings related to operations that have been classifiad
by the company as discontinued. The inclusion of some
items, such as stock option expense and recurring types
of other charges, may vary, and depend on such factors
as industry practice, analyst judgment, and the extent to
which some types of data is disclosad by companies.

S&F Core Earnings

Standard & Poor's Core Earnings is & uniform
methodalogy for adjusting oparating earnings by
focusing on a company's after-tax eamings generated
from its principal businesses. Included in the Standard &
Poor's definition are employee stock option grant
EXpEnses, pension costs, restructuring chargas from
ongoing oparations, write-downs of depraciable or
amortizable aperating assets, purchasad research and
development, M&A related expenses and unraalized
gains/losses from hedging activities. Excluded from the
definition ara pension gains, impairment of goodwill
charges, gains or losses from asset sales, reversal of
prioer-year charges and provision from litigation or
insurance settlements.

Qualitative Risk Assessment

The S&P equity analyst's view of a given company's
oparational risk, or the risk of a firm's ability to continue
as an ongoing concern. The Qualitative Risk Assessment

I$ a relative ranking to the S&P LS. STARS universe, and
should be reflective of risk factors related to a
company's operations, as opposed to risk and volatility
measuras associated with share prices.

Quantitative Evaluations

In contrast to our qualitative STARS racommendations,
which are assigned by S&P analysts, the quantitative
evaluations deseribed below are derived from
proprietary arithmetic models. These computer-driven
evaluations may at times contradict an analyst's
qualitative assessment of a stock. One primary reason
for this is that diffarent measures are used to determina
each. For instance, when designating STARS, S&P
analysts assass many factors that cannot be reflacted in
a medel, such as risks and opportunities, managament
changes, recent competitive shifts, patent expiration,
litigation risk, atc.

S&P Quality Ranking

Growth and stability of earnings and dividends ara
daemed key elements in establishing S&P's Quality
Rankings for comman stocks, which are designed to
capsulize the nature of this record in a single symbol. it
should ba noted, howaver, that the process also takes
into consideration certain adjustmants and madifications
deemed desirable in establishing such rankings. The
final score for each stock is measured against a scoring
matrix determined by analysis of the scores of a large
and representative sample of stocks. The range of
scores in the array of this sample has baen aligned with
tha following ladder of rankings:

A+ Highest B Below Average
A High B- Lower
A- Above Average C Lowest
B+ Average D  InReorganization

NR Mot Ranked

S&P Fair Value Rank

Using S&P's exclusive proprietary quantitative modal,
stocks are ranked in one of five groups, ranging from
Group 5, listing the most undervalued stocks, to Group 1,
the most overvalued issues. Group 5 stocks are expected
to generally outparform all othars. A positive (+} or
negative {-) Timing Index is placed next to the Fair Value
ranking to further aid the selection process. A stock with
a {+) added to the Fair Valua Rank simply means that this
stock has a somewhat bettar chance to outperform other
stocks with the sama Fair Value Rank, A stock with a (-}
has a samewhat lasser chance to putperform other
stocks with the same Fair Value Rank. The Fair Value
rankings imply the following: 5-Stock is significantly
undervalued; 4-8teck is modarately undarvalued; 3-Stock
is fairly valued; 2-Stock is modestly overvalued; 1-Stock
is significantly overvalued.

S&P Fair Value Calculation

The price at which a stock should trade at, according to
S&P's proprietary quantitetive madel that incorporates
both actual and estimated variables {as opposed to only
actual variables in the case of S&P Quality Ranking).
Ralying heavily on a2 company's actual return on aquity,
the S&P Fair Value model places a value on a security
based on placing a formula-derived price-to-book
multiple on & company’s consensus earnings per share
estimate.

Insider Activity

Gives an insight as to insider sentimant by showing
whather directars, officers and key employees who have
proprietary information not available to the ganeral
public, are buying or selling the company's stock during
the most recent six months.

Funds Fram Oparations FFO

FFO is Funds from Dperations and equal to a REIT's net
income, excluding gains or losses from sales of property,
plus real estate depreciation.

Investability Quotient (1Q)
The IQ is a measure of investmant desirability. It serves

as an indicator of potential medium-to-lang term return
and as a caution against downside risk. The measure
takes into account variables such as technical
indicaters, earnings astimates, liquidity, financial ratios
and selacted S&P proprietary measures.

SE&P'z 10 Rationale:
Boeing Co

Raw Score Max Value
Proprigtary S&P Measures 3 15
Technical Indicatars 25 a4
Liquidity/Volatility Measures 18 20
Quantitative Measuras 7 75
10 Total 1M 250
Volatility

Rates the volatility of the stock's price over the past year.

Technical Evaluation

tn researching the past market history of prices and
trading volume for sach company, S&P's computer
madels apply special technical methods and formulas to
identify and project price trends for the stock.

Relative Strength Rank

Shows, on a scale of 1to 99, how the stock has
performed versus gll other companies in S&P's universe
on a rolling 13-week basis.

Global Industry Classification Standard (GICS)

An industry classification standard, developed by
Standard & Poor's in collaboration with Morgan Stanley
Capital International {MSCI). GICS is currently comprised
of 10 Sectors, 24 Industry Groups, 68 Industries, and 154
Sub-Industries.

S&P Issuer Credit Rating

A Standard & Poor's Issuer Credit Rating is @ currant
opinion of an obligor's overall financial capacity {its
creditworthiness} to pay its financial obligations. This
epinion focuses on the obligor's capacity and willingness
1o meet its financial commitments as they come due. It
does not apply to any specific financial obligation, as it
does not take into account the nature of and provisions
of the obligaticn, its standing in bankruptcy or liquidation,
statutory preferences, or the lagality and enforceability
of the obligation. In addition, it does not take into
account the creditworthiness of the guarantors, insurars,
or other forms of credit enhancemeant on the obligation.
The Issuer Credit Rating is not 8 recommendation to
purchase, sell, or hold a financial obligation issued by an
obligor, as it does not comment an markat price or
suitability for a particular investor. Issuer Credit Ratings
ara based on current information furnished by abligors or
obtainad by Standard & Poor's from other sources it
considers reliable. Standard & Poor's does not parform
an audit in connection with any Issuer Credit Rating and
may, on occasion, rely on unaudited financial
information. Issuer Cradit Ratings may be changed,
suspended, or withdrawn as a result of changes in, or
unavailability of, such information, or based an other
circumstances.

Exchange Type

ASE - Amarican Stock Exchange; Al - Australia Stack
Exchange; BB - Bullatin Board; NGM - Nasdag Global
Market; NNM - Nasdaq Global Select Market; NSG -
Nasdaq Capital Market; NYS - New York Stack
Exchangae; OTN - Other OTC (Over the Counter); OTC -
Dver the Counter; OB - OTCAB; @X - OTCMX: TS - Toronto
Stock Exchange; TXV - TSX Venture Exchange; NEX -
MNEX Exchange.

S&P Equity Research Sarvices

Standard & Poor's Equity Research Sarvices LS.
includes Standard & Poor's Investment Advisory
Services LLC; Standard & Poor's Equity Research
Services Europe includes MeGraw-Hill Financial
Research Europe Limited trading as Standard & Poor's;
Standard & Poor's Equity Research Services Asia
includes McGraw-Hill Financial Singapore Pte. Limited's

Redistribution or reproduction is prohibited without written permission. Copyright ® 2012 Standard & Poor's Financial Services LLC.
STANDARD & POOR'S, S&F. S&P 500, S&P Europe 350 and STARS are registerad trademarks of Standard & Poor's Financial Sarvices LLC.
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offices in Singapore, Standard & Poor's Investmant
Advisory Services {HK) Limited in Hong Kong, Standard &
Poor's Malaysia Sdn Bhd, and Standard & Poor's
Information Services (Australia) Pty Ltd.

Abbraviations Used in S&P Equity Research Reports
CAGR- Compound Annual Growth Rate; CAPEX- Capital
Expenditures; CY- Calendar Year; DCF- Discounted Cash
Flow; EBIT- Earnings Before Interest and Taxes; EBITDA-
Earnings Befora Intarest, Taxes, Depreciation and
Amortization; EPS- Earnings Per Share; EV- Enterprise
Valua; FCF- Free Cash Flow; FFO- Funds From Operations;
FY- Fiscal Year; PfE- Price/Earnings ; PEG Ratio-
P/E-to-Growth Ratio; PY- Present Value; R&D- Research
& Developmant; ROE- Return on Equity; ROI- Return on
Invastment; ROIC- Return on Investad Capital; ROA-
Return on Assats; SG&A- Salling, General &
Administrative Expenses; WACC- Weighted Average
Cost of Capital

Dividends on American Depository Recaipts (ADRs) and
Amarican Depository Shares (ADSs) are net of taxes
{paid in the country of origin}.

Roquired Dieclosures

In contrast to the qualitative STARS recommendations
covered in this report, which are detarmined and
assigned by S&P equity analysts, $&P’s quantitative
evaluations are darived from S&P's proprietary Fair
Valua quantitative modsl. In particular, the Fair Value
Ranking methodelogy is a relative ranking methodology,
whereas the STARS methodology is not Because the
Fair Valus model and the STARS mathodology reflact
diffarent criteria, assumptions and analytical methods,
quantitative evaluations may at times differ from (or even
contradict) an aquity analyst's STARS recommendations.
As a quantitative modal, Fair Value ralies on history and
consensus estimates and does not introduce an element
of subjectivity as can be the cese with equity analysts in
assigning STARS recommendatians.

S&P Global STARS Distribution

In North America: As of December 31, 2011, research
analysts at Standard & Poor's Equity Research Services
North America recommended 39.1% of issuers with buy
recommendations, 57.4% with hold recommendations
and 3.5% with sefl recommendations.

In Eurapa: As of Decembar 31, 2011, research analysts at
Standard & Poor’s Equity Research Sarvices Eurape
racommended 31.5% of issuers with buy
racommandations, 50.6% with hold recommendations
and 17.8% with sell recommendations.

In Asia: As of December 31, 2011, research analysts at
Standard & Poor's Equity Research Services Asia
recommended 43.8% of issuers with buy
recommendations, 51.0% with hold recommendations
and 5.2% with sell recommendations.

Globally: As of December 31, 2011, research analysts at
Standard & Poor's Equity Research Services globally
recommended 38.3% of issuers with buy
recommendations, 55.7% with hold recommendations
and 6.0% with sell recommendations.

Jrc iAok §-STARS (Strong Buy): Total return is
expected to outperform the total return of a relevant
benchmark, by a wide margin over the coming 12
months, with shares rising in price on an ebsclute basis.

JoAkh  4-STARS (Buy): Total return is expected to
outperform the total raturn of a relevant benchmark over
the coming 12 menths, with shares rising in price on an
absolute basis.

Yoirk 3-STARS (Hold): Total raturn is expectad to
closaly approximate the total return of a relevant
benchmark over the coming 12 months, with shares
generally rising in price on an absolute basis.

b0, ¢ 2-STARS (Sell): Total return is expacted to

underperform tha total return of a relevant banchmark
over the coming 12 months, and the share price not
anticipated to show a gain.

* 1-STARS (Strong Sell); Total return is
expected to underperform the total return of a relevant
benchmark by a wide margin over the coming 12 months,
with shares falling in price on an absolute basis.

Rolevant banchmarks: In North America the relevant
berichmark is the S&P 500 Index, in Europe and in Asia,
the relevant benchmarks are generally the S&P Europe
350 Index and the S&P Asia 50 Index.

For AH Regions: All of the views expressed in this
research report accurately reflect the research analyst's
personal views regarding any and all of the subject
securities or issuers. No part of analyst compansation
was, is, or will ba diractly or indirectly, related to the
specific recommendations or views expressed in this
resaarch raport.

$&P Global Quantitative Recommendations Distribution

In Europe: As of December 31, 2011, Standard & Poor's
Quantitative Services Europe recommended 51.0% of
issuers with buy recommendations, 19.0% with hald
recommendations and 29.0% with sell recommendations.

In Asia: As of Decamber 31, 2011, Standard & Poor's
Quantitative Services Asia recommended 43.8% of
issuers with buy recommendations, 20.0% with hold
recommendations and 32.0% with sell recommendations.

Globally: As of December 31, 2011, Standard & Poor's
Quantitativa Services globally recommended 45,0% of
issuers with buy recommendations, 19.0% with hold
recommandations and 34.0% with sell racommendations.

Additional informetion is availahle upon request.

Other Disclosures

This report has been prepared and issued by Standard &
Paor's andfor one of its affiliates. In the United States,
rasearch reports are prepared by Standard & Poor's
Investmant Advisory Services LLC ("SPIAS'). In the
[nited States, research reports are issued by Standard
& Poor's ["S&P"); in tha United Kingdom by McGraw-Hill
Financial Research Europe Limited, which is authorized
and regulated by the Financial Services Authority and
trades as Standard & Poor's; in Hong Kong by Standard
& Poor's Investmant Advisory Services (HK] Limited,
which is regulated by the Hong Kong Securities Futures
Commission; in Singapora by McGraw-Hill Financial
Singapers Pta. Limited {MHFSPL), which is regulated by
the Monetary Authority of Singapore; in Malaysia by
Standard & Poor's Malaysia Sdn Bhd {"S&PM"}, which is
ragulated by the Sacurities Commission; in Australia by
Standard & Poor's Information Services {Australia) Pty
Ltd ("SPIS"), which is ragulatad by the Australian
Securities & Investments Commission; and in Korea by
SPIAS, which is also registared in Korea as a
cross-border invastmant advisory company.

The research and analytical services performed by
SPIAS, McGraw-Hill Financial Research Europe Limited,
MHFSPL, 8&PM, and SPIS are each conducted
separately from any other analytical activity of Standard
& Poor's.

Standard & Poor's or an affiliate may license certain
intellectual property or provide pricing or ather services
ta, or ctherwise have a financial interest in, certain
issuers of securities, including exchangae-tradad
investments whose investmant objective is to
substantially replicate the returns of a praprietary
Standard & Poor's indax, such as the S&P 500. In cases
where Standard & Poor's or an affiliste is paid feas that
are tied to the amount of assets that are invested in the
fund or the volume of trading activity in the fund,
investment in the fund will generally resultin Standard &

Poor's er an affiliata eaming compensation in addition to
the subscription faes or other compensation for services
rendaerad by Standard & Poor's. A reference to a
particular investment or security by Standard & Poor's
and one of its affiliates is not a recommendation to buy,
sell, or hold such investment or security, nor is it
considerad to be investment advice.

Indaxas are unmanaged, statistical compaosites and their
returns de not includa paymaent of any sales chargas or
feas an investor would pay to purchasa tha securities
they represent. Such costs would lower performance. It
is not possible to invast directly in an index.

Standard & Poor's and its affiliates provide a wide range
of services to, or relating to, many organizations,
including issuers of securities, investment advisars,
broker-dealers, investment banks, other financial
institutions and financial intermediaries, and accordingly
may receive fees or ather economic benefits from those
organizations, including organizations whose securities
or services they may recommend, rate, include in modal
portfolios, evaluate or otherwise address.

S&P Capitai 1Q and/or ona of its affiliates has performed
services for and regeived compensation from this
company during the past twelve months.

With respect to raports issued to clients in Japan and in
the case of inconsistencies between the English and
Japaness version of a report, the English version
prevails. With respect to reports issued to clients in
German and in the case of inconsistencies between the
English and German version of a report, the English
version prevails. Neither S&P nor its affiliates guarantee
the accuracy of the translation, Assumptions, opinions
and estimates constituta gur judgment as of the date of
this material and ara subject to change without notice,
Past performance is not necessarily indicative of future
resufts.

Standard & Paor's, its affiliates, and any third-party
providers, as well as their directors, officers,
shareholders, employees, or agants {collectively S&P
Parties] do not guarantee the accuracy, completeness or
adequacy of this materiel, and S&P Parties shall have no
liability for any errors, omissions, or interruptions thergin,
regardlass of the cause, or for the results obtained from
the use of the information provided by the S&P Parties.
S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED
T0, ANY WARRANTIES OF MERCHANTABILITY,
SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary,
compensatary, punitive, special or consequential
damaqes, costs, expenses, legal feas, or losses
{including, without limitation, lost incomsa or lost profits
and epportunity costs) in connection with any use of tha
information contained in this document even if advised of
the possibility of such damages. Capital 10 is a business
of Standard & Poar’s.

Ratings from Standard & Poor's Ratings Services are
stataments of opinian as of the date they are sxprassed
and not statamants of fact or recommendations to
purchase, hold, or sell any securities or to make any
investment decisions. Standard & Poor's assumes no
obiigation to updata its opinions following publication in
any farm or format. Standard & Poor’s ratings should not
be relied on and are not substitutes for the skill,
judgment and experience of the user, its managemant,
employees, advisors and/or clients when making
investment and other business decisions. Standard &
Paor's rating opinions do not address the suitability of
any security, Standard & Poor's does notactas a
fiduciary. While Standard & Poor's has obtained
information fram sources it believes to ba reliabie,

Redistribution or reproduction is prohibitad without written parmission. Capyright © 2012 Standerd & Poor's Financial Services LLC.
STANDARD 8 POOR'S, S&F, 58P 504, S&P Europe 350 and STARS are registered trademarks of Standard & Poor's Financiat Services LLC.
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Standard & Poor's does not parform an audit and
undertakes no duty of due diligence or independent
verification of any information it receives,

Standard & Peor's keeps cartain activities of its businass
units separate from each other in arder to preserve the
independence and objectivity of their raspactive
activities. As a result, certain business units of Standard
& Poor's may have information that is not available to
other Standard & Poor's business units. Standard &
Poor's has established policies and procedures to
maintain the confidentiality of certain non-public
information received in connection with each analytical
process.

Standard & Poor's Ratings Services did not participate in
the development of this report. Standard & Poor's may
receive compeansation for its ratings and certain
credit-releted analyses, normally from issuers or
underwriters of securities or frem obligors, Standard &
Poor's reserves tha right to disseminata its opinions and
analyses. Standard & Poor's public ratings and analyses
are made available on its Web sites,
www.standardandpoors.com {free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com
(subscription), and may be distributed through ather
means, including via Standard & Poor's publications and
third-party redistributors. Additional information about
our ratings fees is available at
www.standardandpoors.com/usratingsfaes.

This material is not intended as an offer or solicitation for
the purchase or sale of any security or other financial
instrument. Securities, financial instrumants or
strategiss mantioned herein may nat ba suitable for all
invastors. Any opinions expressed herein are given in
good faith, are subject to change without notice, and are
only current as of the stated date of their issue. Prices,
valuss, or income from any securities or investments
mentioned in this report may fall against the interests of
the investor and the investor may get back less than the
amount invested. Where an investment is described as
being likely to yield income, please note that the amount
of incoma that the investor will receive from such an
investment may fluctuate. Where an investment or
security is denominated in a different currency to the
investor's currency of reference, changas in rates of
exchange may have an adverse effect on the value, price
or incemae of or from that investment to tha investor. The
infarmation contained in this report does not constitute
atlvice on the tax consaquences of making any particular
invastment decision. This material is not intanded for any
spacific investor and does not take into account your
particular investment objectives, financial situations or
needs and is notintendad as a recommendation of
particular securities, financial instruments or stratagies
to you. Before acting on any recommendation in this
material, you should consider whether it is suitable for
your particular eircumstances and, if necessary, seek
profassional advice.

This document does not constitute an offer of services in
jurisdictions where Standard & Poor's or its affiliates do
not have the necessary licansas.

For residents of the U.K. - This report is only directed at
and should only ba relied on by persons outside ofthe
United Kingdom or persons who are inside the United
Kingdom and wha have professional experience in
matters relating to investments or who ara high net
worth persons, as definad in Article 18{5) or Article 48(2)
{8} to (d} of the Financial Services and Markets Act 2000
{Finencial Pramation} Order 2005, respactively,

For rasidants of Singepore - Anything herein that may be
construed as a recommendation is intended for genaral

circulation and does not teke into account the specific
investment objectives, financial situation or particular
neads of any particular person. Advice should be sought
from a financial adviser regarding the suitability of an
investment, taking into account the spacific investment
objectives, financial situation or particular naeds of any
person in receipt of the recommendation, before the
person makes a commitment to purchase the investment
product.

For rasidents of Malaysia - All queries in relation to this
rapart should be referred to Ching Wah Tam,

For residents of Indonesia - This research report does
not constitute an offering document and it should not he
censtrued as an offer of securities in Indonesia, and that
any such securitias will only be offered or sold through a
financial institution.

For residents of the Phifippines - The securities being
offered or sold have not been registerad with the
Securities and Exchange Commission under the
Securities Regulation Code of the Philippines. Any future
offer or sale thereof is subject to registration
requirements under the Code unless such offer or sale
qualifies as an exempt fransaction.

U.S. STARS Cumulative Made! Performance
Hypaothetical Growth Due to Price Appreciation of $100
For the Period 12/31/1986 through 02/29/2012
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The performance above represents only the rasults of
Standard & Poor's madel portfolios. Model parformance
has inherent limitations. Standard & Poor's maintains the
models and cal¢ulates the model performance shown,
but does not manage actual assets. The 1.S. STARS
model performance chartis only an illustration of
Standard & Poor's (S&P) research; it shows how U.S.
comman stocks, ADRs {American Depositary Raceipts)
and ADSs (American Depositary Shares), collectivaly
“quitias”, that received particular STARS rankings
performed. STARS categaories are madels only; they are
not collective investmant funds. The STARS performance
does not show how any actual partfolio has perfermed.
STARS model performance does not represent the
results of actual trading of investor assets. Thus, the
model parformance shown does not reflect the impact
that material economic and market factors might have
hed on decision-making if actual invastor monay had
bean managed. Performance is calculated using a
time-waightad rate of return. While madel performance
for soma or all STARS categories performad better than
the S&P 500 for the period shown, the performance
during any shorter period may not have, and thare is no
assurance that they will parform better than the S&P 500
inthe future. STARS does not take into aceount any
particular investment objective, financial situation ar
need and is not intended as an investment
recommandation or strategy. Investments based on the
STARS methodology may lose money. High returns are
not nacassarily the norm and there is no assurance that
they can be sustained. Past model performanca of
STARS is no guarantee of future performance.

For model performance calculation purposes, the

equities within each STARS category at December 31,
1986 were equally weighted. Thereafter, additions to the
composition of the equities in each STARS category are
made at the average value of the STARS category atthe
preceding manth end with no rebalancing. Deletions are
made atthe closing price of the day that the delation is
made, Performance was calculated from inception
through March 31, 2003 on a monthly basis. Thereafter,
parformance is calculated daily. Equities in each STARS
category wilf change over time, and some or all of the
equities that received STARS rankings during the ima
period shown may not have maintainad their STARS
ranking during the entire period.

The model parformance does not consider taxes and
brokerage commissions, nor does it reflect the deduction
of any advisory or other faes charged by advisors or
other parties that investors will incur when their
accounts are managed in accordance with the models.
The imposition of these fees and charges would cause
actual performance to be lower than the performanc e
shown. For axample, if 8 model returned 10 percent on a
$100,000 investment for & 12-month period {or $10,000)
and an annual asset-based fee of 1.5 percent were
imposed atthe end of the period {or $1,650), the net
return would be 8.35 parcent {or $8,350} for the year.
Over 3 yoars, an annual 1.5% fee taken at year end with
an assumed 10% return per year would resultin a
cumulative gross return of 33.1%, a total fee of $5,375
and a cumulative net return of 27,2% {or $27,200). Fees
deducted on a fraquency other than annual would result
in a differant cumulative net return in the preceding
example.

The Standard & Poor's 500 index is the benchmark for
U.S. STARS. The S&P 500 index is calculatad in U.S.
dollars and does not take into account the reinvastment
of dividends. Indexes are unmanaged, statistical
composites and their raturns do not include payment of
any saies charges or faes an investor would pay to
purchase the securities they represent. Such costs
would lower performance. It is not possible to invest
directly in an index, The S&P 500 index includes a
different number of constituents and has different risk
characteristics than the STARS equities. Seme of the
STARS equities may have been included in the S&P 500
index for soma {but not necessarily all) of the period
cavered in the chart, and some such equities may not
have been included at all. The S&P 500 axcludes ADRs
and ADSs. The methodoiogy for calculating the return of
the S&P 500 index differs from the methodology of
calculating the return for STARS. Past performance of
the S&P 500 index is no guarantae of future
performance.

An investment based upen the models should only be
made after consuliing with a financial advisor and with
an understanding of the risks associated with any
investment in securities, including, but not limited to,
market risk, currency risk, political and credit risks, the
risk of economic racession and tha risk that issuars of
sacurities or ganeral stock markst conditions may
worsen, aver time. Foreign investing involves certain
risks, including currency fluctuations and controls,
restrictions on foreign investments, less governmental
suparvision and regulation, less liquidity and the
potential for market volatility and political instability, As
with any investment, investmant returns and principal
value will fluctuate, so that when redaemed, an
investor's shares may ba worth more or less than their
original cost.

For residents of Australia ~ This report is distributed by
Standard & Poor’s Information Services [Australia} Pty
Ltd ("SPIS") in Australia. The entirety of this report is
approvad by Peter Willson, who has reviewed and
authorised its content as at the date of publication.

Any axpress or implied opinion contained in this report is
limited to “General Advice" and based sofely on
consideration of the investmant merits of the financial
product{s) alone. The information in this report has not

Redistribution or reproduction is prehibited without written permission. Gopyright ® 2012 Standard & Poor's Financial Services 1LC.
STANDARD & POOR'S, S&P, S&P 500, S&P Europe 350 and STARS are registared tradamarks of Standard & Poor's Financial Services LLC.
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Investment Recommendation

Purchase

Ametican Express (AXP)

Price $58.39 Annnal Dividend $.80 Yield 1.40%

Founded in 1850 in New York City, Ametican Express is a global service company.
‘The Company’s ptincipal products and services are charge and credit payment card
products and travel-related services offered to consumers and businesses around the
world. With over 60,000 employees worldwide the company is a leading global
payments and expense services company.

American Express, under the management of C.E.O. Kenneth Chenault, came
through the economic downturn in a strong position and is growing again. The
company focuses on higher income and higher credit quality customers, which
contributed to it having the lowest level of loss in the industry. Mt. Chenault
commented that they will continue to focus on fast growing emerging markets. In
2011 American Express reported a 16% increase in revenues in Asia. Use of the
companies mobile to mobile and prepaid services in both India and China have been
growing rapidly. Through its new digital platform SERVE, launched last March, they
continue to leverage technology utilizing mobile payments and cloud computing.

For the fiscal year 2011 the company reported earnings of $4.09 per share on
revenues of $32.3 billion, a 22% and 7% increase over 2010 respectively. The average
earnings estimate for 2012 is §4.25 per share, putting the P/E multiple at just over 13
times earnings for 2012 at the current share price.

American Express has continued to perform well at all points in the economic cycle.
We feel that they will continue to benefit from the prevailing macro trends, increased
consumer spending, falling unemployment and increased demand from emerging
economies. Given the quality of brand, management’s consistent track record and
their commitment to technological innovation we think the shares look attractive.

wWwwomico.net
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S&P Recommendation Price 12-Mo. Target Price Investment Style

$57.86 fas of Mar 30, 2012) $62.00

Large-Cap Growth

UPDATE: PLEASE SEE THE ANALYST'S LATEST RESEARCH NOTE IN THE COMFANY HEWE SECTION

GIGS Sector Financials

Sub-Industry Consumer Finance company.
Kay Stock Stalisfics {Ssurcs SZP Vickers, company reports)
52-Wk Range $59.26-41.30  S&P Gper. EPS 2012E 4.80 Market Capitalization(B}
Trailing 12-Month EPS $4.12  S&P Oper. EPS 2013E 475  Yield (%)
Trailing 12-Month P/E 140 P/E on S&P Oper. EPS 2012E 132 Dividend Rate/Share
$10K Invested 5 Yrs Ago $11.29% Common Shares Outstg. {M) 1,219  Institutional Owrership (%)

Price Performance

30-Week Mov. Avg. --- 10-Waek Mov. Avg.-~ GAAP Eamings vs. Previous Year Volums Above Avg.lhl STARS
12-Mo. Target Prics == Relative Strength == A Up ¥ Down P No Changa Betow Avg. Hl *—

“/'V"‘\—-__M V\_/—'_\Wu-fﬁ'—”

st s

ND[JFMAMJJASONDJFMAMJJABSOND/JFMAMJJASOND[JFMAM.
2009 2010 201 2012

Options: ASE, CBOE, P, Ph
Analysis prepared by Equity Analyst Sonia Parechanian on Jan 23, 2012, when the stock traded at $49.49.

Highlights

» YWa sxpact nat revenues {after interest ex-
pansa) to grow by 9% in 2012, reflecting our
view that a continued economic racovery will
lift spending. Early signs of recovary in the U.S.
job market are encouraging. We think revenua
growth will be driven by strategic marketing
aimed at spending more so than on loan
growth.

Investment Rationale/Risk

» We have a strong buy recommendation on AXP
shares, as we think the company will benefit as
consumers and businesses increase their
spending in an improving LS. aconomy.

» Risks to our recommendation and target price
include a significant slowdewn in eonsumer
and business spending, an increase in loss pro-
visions, a waakening global macroeconomic

» We think investors will increasingly focus on environment, and a decline in credit quality.

revenus growth rather than credit quality in

2012, We project a pickup in expenses in 2012,

as we anticipate that marketing activities will

increase as management aims to boost spend-
ing. Wa also foresea higher compensation
costs and technology spanding as the company
invasts in growth initiatives. Further, credit
quality is at historical lows so we do not expact
lower provisions to contribute to earnings again
in 2012. Instead, we anticipata that the write-off
rate will gradually rise as revenues and ac-
counts grow. The net write-off rate was a rela-
tively low 2.3% in the 2011 fourth quarter, down
significantly from 4.3% at the end of 2010 and

over 5.7% in 2008.

» AXP shares were recantly trading at just above
11X our 2012 EPS estimate, a historically rela-
tively low level. We expact the multiple to ex-
pand on continuing growth in consumer spend-
ing and acceleration of corporate travel and ex-
pense spanding. Our 12-month target price of
$62 represents a multiple of 14X our forward
T2-month EPS astimate of $4.40, and is a dis-
count to netwaork operator peers with no cradit
risk from lending businesses but a premium to
banks that have more complicated financial ties
to Europe.

» Wo forecast EPS of $4.40in 2012, an 8% in-
crease from $£.09 in 2011.

Summary American Express is a leading global payments and travel & expense services

$69.542 Beta 184
138 S&P 3-Yr. Proj. EPS CAGR{%) 12
$0.80 S&P Credit Rating BBB+
L]
Qnalitative Risk Assazzment
LOW UL aicH |

Our risk assassment raflects what we see as
stable business fundamentals and a strong
customer base. We view AXP as able to
withstand a major econemic downturn as it has
been through many economie cycles since it was
founded in 1850.

Quantitative Evaluations
S&P Quality Ranking A-
D lclols (oM A w]
Relative Strength Rank STRONG
o
LOWEST =1 HIGHEST =43
BmunlEanﬂm Data
Revenue {Million $}
10 20 3a 40  Year
20Mm 7031 71618 75N 7,742 32282
2010 7206 7463 7033 7,322 30242
2009 6481 6639 6559 7,001 26,730
2008 8105 8340 8007 7468 31,920
2007 7831 8199 7953 7364 31557
2006 6319 6850 6759 7208 27,136
Earnings Per Share ($)
201 0.97 1.07 1.03 1.01 4,08
2010 0.73 0.84 0.90 0.88 3.35
2009 0.32 0.09 0.54 0.59 1.55
2008 0.90 0.57 0.74 0.27 248
2007 0.88 0.88 0.90 LN 3.39
2006 0.70 0.78 0.78 0.76 an

Fiscel year ended Dac. 31. Next eamings report expécted: Late
April. EPS Estimates based on S&P Operating Earnings; historical
BAAP eamings are as reported.

Dividend Data {D:tes mafid Payment Date, mwiddiyy]

Amount Date Ex-Div. Stk.of Payment
%) Deel. Date Record Date
0.180 03/28 04/06 04/08 05/10/11
0.180 05/23 06/29 Q7/01 08/10/11
0.180 19/22  01/04 01/06 02110012
0.200 03/26  04/03 0405 05/10/12

Dividends have been paid since 1870. Source; Company reparts.

Please read the Required Disclosures and Analyst Certification on the ast page of this report.
Redistribetion or reproduction is prohibited without writtan permission, Copyright ©2012 The MoGraw-Hil Companies, Inc.
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Business Summary January 23, 2012

CORPQRATE OVERVIEW. Amarican Express is a leading global payments and travel and expanse services
company. Its businesses are organized into two customer-focused groups -- global consumer and global
business-to-business. Accordingly, U.S. card services and international card services are aligned within
the global consumer group and global commercial services and global network & merchant services are
within the global business-to-business group.

U.5. Card Services includes the U.S. proprietary consumer card business, OPEN from American Express,
the global Travelers Cheques and Prepaid Services business, and the American Express U.S. Consumer
Travel Network.

Intarnational Card Services issues proprietary consumer and small business cards outside the U.S.

Global Commercial Sarvices offers global corporate payment and travel-related products and services to
large and midsized companies, It offers five primary products and services: Corporate Card, issued to indi-
viduals through a corporate account established by their amployer and designed primarily for travel and
entertainment spending; Corporate Purchasing Solutions, an account establishad by corporations to pay
for evaryday business expenses such as office and computar supplies; Buyer Initiated Payment, an slac-
tronic solution for companias looking to streamline their payment processes; e Payment technology, which
provides fast and efficient payment for large ticket purchases and parmits the processing of large transac-
tions with effectiva fraud; and American Express Business Travel, which helps businesses manage and
optimize thair travel expenses through a variety of travel-relatad products, services and solutions.

Global Network & Merchant Sarvices consists of the merchant services businesses and global netwark
services. Global Network Services develops and manages relationships with third parties that issue Amar-
ican Express branded cards. Tha Global Merchant Services businesses devalop and manage refationships
with merchants that accept American Express branded cards; authorize and record transactions; pay mer-
chants; and pravide a varisty of value-added point of sale and back office services. In addition, in particu-
lar emarging markets, issuance of certain proprietary cards is managed within the Global Network Sar-
vices business.

Global Network & Merchant Services works with merchant and bank partnars to develop and market
product propositions, operate systems that enable third parties to interface with the American Exprass
global network, and provide network functions that include operations, service delivery, authorization,
clearing, setemant and brand advertising, new product development and marketing.

CORPORATE STRATEGY. AXP's proprietary card business offers a broad set of card products to atiractits
target customer hase. Core elements of its strategy are: focusing on acquiring and retaining high-
spending, creditworthy cardmembers across multiple groups; designing card products with featuras that
appeal to specific customar sugments; the use of strong incentives to drive spending on its various card
products, inciuding AXP's Membership Rewards program and other rewards features; the use of loyalty
programs such as Delta SkyMiles, sponsored by its co-brand and other partners to drive spending; the de-
velopment and nurturing of wide-ranging relationships with co-brand and other partners; a multi-card
strategy (having multiple card products in customers' wallats); and high-quality customer sarvice.

IMPACT OF MAJOR DEVELOPMENTS. In October 2010, the U.S. Department of Justice sued AXP in a civil
antitrust action over the company's rules that prevent merchants from providing discounts to consumers.

FINANCIAL TRENDS. Credit quality is a major factor affecting profitability for AXP. From 2002 to 2008, on &
relative basis, credit quafity parformad well versus historical levels. Howsver, it deteriorated in the second
half of 2007 through 2008 along with the industry. Credit quality improved in 2009 and 2010, as the economic
environment stabilized and started to gradually recover. From 2004 to 2007, EPS increased at a compound
annual growth rate (CAGR) of 7%. But from 2007 to 2009, EPS declined at a compound annual rate of 33%,
which we attribute to the cradit crisis. In 2011, EPS increased by 23%, as the sconomy and credit quality
improved significantly.

Corporate Information

Invastor Contact
R. Stovall (212-640-5574)

Office
World Financial Canter, 200 Vesey Street, New
York, NY 10285.

Telephone
212-640-2000.

Fax
212-640-0404.

Woebsite
http:/fwww.americanexpress.com

Chrmn & CEQ Chief Acctg Officer &
K.l. Chenault Cntir
D. Cornish
EVP & CFQ
D.T. Henry Treas
D.L. Yowan
EVP & General
Counsel
LM. Parant

Board Members
D.F. Akerson

C. Barshefsky
U. M. Bumns

K. I. Chenault

P. E. Chernin

T. J. Laonsis

J. Leschly

R. C. Lavin

R. A. McGinn

E. D. Millar, Jr.
8. 8. Reinemund
R.D. Walter

R. A. Williams

Domicile
New York

Founded
1868

Employees
62,500

Stockholders
32,7176

Redistribution or repraduction is prohibited without written penmission. Copyright ©2012 The McGraw-Hill Companias, Inc.
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Quantitative Evaluations Expanded Ratio Analysis
S&P Fair Value & u | 2 I 3 am 2010 2009 2008
Rank LOWEST HIGHEST Pricelsa las 1.73 1.10 1.78 0.67
Based an S&F's proprietary quantitative model, stocks are ranked Price/Pretax Income 8.03 8.60 16.70 6.18
from most avarvalugd {1} 4o most undervalued (5). P/E Ratio 11.40 1264 20 7.48
" e i Avg. Diluted Shares Qutstg (M] 1,840 11850 1,170 1,157.0
. i y , on S&F's
::.B'I::IVIII.I'::II $63.70 qu:m;:ﬂ;:zi;;:xnm‘::ﬂ AXP isa:;i!ghﬂyﬁﬁ‘:em';rlzﬂd?;w Figures based on calendar yeer-and price
$5.84 0r 10.1%.
Key Growth Rates and Averages
Investability
Quotient LOWEST = 1 HIGHEST =100 Past Growth Rate {%) 1 Year 3 Yoars 5 Years 9 Yoars
Percentile AXP scored higher than 98% of all campanies for which an S&P NetIncoms 20.75 25,16 312 296
Report is aveilable.
e Ratio Analysis {Annual Avg.)
Volatility [ wow TN wen | olres Margin (%) 5.20 297 498 NA
Return on Assets {%) 327 268 258 242
Technical BULLISH Sinca January, 2012, the technical indieatars for AXP have been Return on Equity {%) 2181 2368 26.59 26.18
Evaluation .
weider ety [ ineavorneie. JCTTETTO ravouasiE |
Company Finaacials Fiscal Year Ended Dac. 31
Per Share Data ($) 2m 2010 2009 2007 2006 2005 2004 2003 2002
Tangible Book Value 1243 10.54 9.53 161 8.22 1.52 8.50 12.83 11.93 10.62
Earnings 409 335 1.55 248 339 am 2.56 274 2.31 pAL|
S&P Core Earnings 379 2.88 0.93 2.08 287 2.85 249 2.53 2.09 1.68
Dividends 0.54 072 0.72 0.72 0.60 0.54 0.48 032 0.38 0.32
Payout Ratio 13% 2% 46% 29% 18% 18% 19% 12% 16% 16%
Prices:High 53.80 43.19 42.25 52,63 65.89 62.50 59.50 57.05 4911 491
Prices:Low 41.30 36.60 a.n 16.55 50.37 49.73 46.59 4732 30.90 26.55
P/E Ratio:High 13 1h 27 21 19 21 23 21 21 22
P/E Ratio:Low 10 1 6 7 15 17 18 17 13 13
Income Statsment Analysis (Million $)
Cards in Force NA 91.0 829 924 86.4 780 71.0 85.4 60.5 51.3
Card Charge Volume NA NA NA NA NA NA 484,400 416,100 352,200 311,400
Premium Income NA Nil Nil Nil Nii Nil Nil 1,525 1,366 802
Commissions NA 3810 3i3n 4317 4343 4,333 4236 4,079 3484 3,521
Interest & Dividends NA 7,292 5331 7,201 6,145 4535 3,635 3,118 3,063 2,991
Total Revenue NA 30,242 26,730 31,920 31,557 27,136 24,267 29,115 25,866 23,807
Net Before Taxes 6,956 5,964 2841 34713 5,566 5,328 4,248 4,951 4247 3727
Net Income 4,899 4,057 2137 28N 4,048 3729 3221 3516 3,000 2,61
S&P Core Earnings 4,478 3,457 1,101 2412 3426 353 3144 3244 27123 2,245
Balance Sheet & Dther Financial Data (Miilion $)
Total Assets 163,000 147,000 124,000 126,000 149,830 127,853 113,960 192,638 175,001 157,253
Cash ltems 25,000 17,000 16,000 21,000 14,036 11,270 7126 9,907 5,726 10,288
Investmant Assets:Bonds NA Nil Nil Nil Nil Nil Nil Nil Nil Nil
Investmant Assets:Stocks NA Nil Nil Nil Nil Nil Nil il Nii Nil
Investment Assets:Loans NA 57,616 30,010 40,659 53,436 50,248 40,80 35,942 3341 29,003
Investment Assets:Total NA 71,626 54,347 53,185 67,472 61,518 82,135 60,809 57,067 53,638
Accounts Raceivable NA 40,434 38,204 36,571 95441 89,099 35,497 34,650 31,269 29,087
Customer Deposits NA 29,727 26,289 15,486 15,397 24 656 24,579 21,091 21,250 18317
Travel Cheques Outstanding NA 5,526 5975 6,433 7197 7.215 7,175 7,287 6,819 6,623
Debt 58,570 66,416 52,338 59,034 73,047 57,909 30,781 33,061 30,809 16,819
Common Equity 19,000 16,000 14,000 12,000 11,029 18,511 10,549 16,020 15,323 13,861
% Return on Assets 33 3.0 17 20 28 3.1 21 19 1.8 1.7
% Return on Equity 278 26.7 16.5 24.3 376 354 24.2 224 206 206

Date as orig reptd; bef. results of dise opers/spec. items. Per share data adj. for stk. divs.; EPS diluted. E-Estimated. NA-Not Available. NM-Not Maaningful. NR-Not Rankad. UR-Under Review.

F orr ion Is

bited without written parmission. Copyright ©2012 The McGraw-Hill Companies, Inc.
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Sub-Industry Outlook Stock Performance

Cur fundamantal outlook for the consumer finance GICS Sector: Financials

sub-industry is positiva, due to a dramatic
improvement in credit quality in 2011 {particularly
due to cautious underwriting standards employed
through tha downturn) and signs of receivables
growth coming from consumer credit turning
positive in late 2011, We believe credit quality will be
stable in 2012 and that receivables and spending will
be slightly higher.

Capital levels for most companies appsear to us to be
adequate, although we wait for more guidance on
Basal I1l. That said, while we are finally sesing
improvement in amployment trends, high levels of
unemployment persist and the weak economic
environment makes expected improvements in 2012
likaly to be more modest than seen fram the
economic trough.

We forecast a slight gain in recsivables and loans
for 2012, and expect card issuers to attempt to
maintain high interest rates, but they could loosen
credit standards a tad in search of account growth,
in our view. S&P economists expect persenal
consumption expenditures to rise 2.0% in 2012
Industry receivables growth and discount revenues
for the netwarks will likely continue to be limited by
weak consumer confidence, cautious attitudes
toward debt, conservative lending standards, damp
home prices {lass ability to do a cash out/refinance}
and lackiuster spanding. Wa think receivables
growth and spanding should pick up as consumer
confidence improves. With credit back to stability,
we believe managamant's time can now be better
spent on strategic growth initiatives.

For the longer term, we think pricing pressure and
competition will remain intensa and we expect the
larger credit card issuers to continue to pursue

product diversification strategies and international

growth.

The U.S. credit card industry is relatively maturs, but
its players are experienced with competition, and
balancing account growth, margin and expenses.
The industry is now under a higher lavel of
regulatory scrutiny {a positive for cradit, a negative
for fee income, in cur view); we balieve they will act
prudantly. These companias ars sophisticated
marketers that are information rich and we expect
them to develop innovative new products. We will
watch for new mobila payment systems, and with it,
new industry compatitors.

We believe the consumer finance group will
continue to outparform the Financials sector in the
near tarm due to relatively less capital markets
exposure than other Financials sub-industrigs. Year
to dats through March 2, the S&P Consumer
Finance Index was up 15.8%, versus a 8.0% rise in
the S&P 1500 Index.

--Senia Parechanian

Sub-Industry : Consumer Finance Feer Group™: Consumer Finance - Credit Cards

Sub-Industry: Consumer Finance

Based on S&P 1500 Indexes
Month-end Price Performance as of 02/29/12

2008 2009 2010 2011 2012

Sub-Industry Sactor S&P 1500

NOTE: All Sector & Sub-Industry information is based on the
Global Industry Classification Standard (GICS)

Stock
Symbol

Peer Group
Amer Express
Capital One Financial

CompuCredit Holdings CCRT

Discover Financial Sves

StkMkt.  Recent 52

Cap. Stock Wask Yield
High/Low{$} Beta %)

(Mil.§)  Price($)

69,542 5786  59.26/41.30 184
25,607 55.74  57.49/35.84 172

124 5.81 6.96/2.18 213
18,325 3334 344372051 146

Fair S&P Retumon LTDto

P/E Value (Quality 10  Revenue Cap
Ratio  Calc.{$) Ranking %ile (%] (%}
14 83.Mm A 9% NA 76.0

8 5570 A- 7 176 120

1 NA C 28 NA 434

] 3520 NR 9 NA 13.2

NA-Not Available NM-Not Meaningful NR-Nat Reted, *For Peer Groups with more than 15 companies or stooks, selection of issues i3 based on market capitalization.

Source: S&F,

Redistribution or reproduction is prohibited without written parmission. Copyright @2012 The MeGraw-Hill Companies,inc.

McGraw-Hill Co:




Stock Repart | March 31,2012 | NYS Symbel: AXP
American Express Co

S&P Analyst Research Notes and other Company News

March 14, 2012

05:54 am ET ... S&P REITERATES STRONG BUY OPINION ON SHARES OF
AMERICAN EXPRESS {AXP 54.25*****): AXP is one of 19 financials whose
comprehensive capital plan was reviewed by tha Federal Reserve. Not only did
AXP pass, it was among the top three strongest with a 10.8% tier 1 common
capital ratio including all proposed capital actions through Q4 '13. Its plan
includes potentially boosting the dividend by 11%, to $0.20, and allows shara
rapurchases of up to $4 billion during '12. We think the pass is a positive for
investor sentimant. Qur $52 target price is 14X our unchanged '12 EPS estimate of
$4.40, a discount to network operaters and a premium to banks. /Sonia
Parechanian

March 7, 212

American Express Company has named Mazin Khoury as its now chief executive
officer for the Middla East region. Mazin Khoury will replace William Kelighor for
American Express Middle East CEQ position. Prior to this fresh appointment, ha
had been serving the company as its chief oparating officer for the past two
years. The new role calls for Khoury to concentrats on company's corporate and
premium cards business in more than 18 marksts in the Mena region.

March 2, 2012

04:07 pm ET .., S&P REITERATES STRONG BUY OPINION ON SHARES ON
AMERICAN EXPRESS (AXP 52.97%**%): AXP's CEQ Ken Chenault spoke at a
Facabook Fireside chat yesterday, giving us additionai confidence in AXP's
growth potential. We belisve AXP is positioned to embrace technological change
given the strong message from the top to challengs the status quo. Wa think
innovation in global mobile payments can contribute to revenue growth in 2013.
We introduce our 2013 EP$ estimate of $4.75 based on our 8% revenue and
expense growth projection. Our $62 target price is based on 14X our 2012 EPS
estimate of $4.40, a discount to network operator peers and a premium to card
lenders. /Sonia Parechanian

February 14, 22

On February 8, 2012, Daniel F. Akerson notified American Exprass Company of his
decision not to stand for re-election to the board of diractors at the 2012 Apnual
Meeting of Shareholders in order to devote additional time to his duties as
chairman and CEQ of General Motors. Mr. Akerson has served as a director since
1995,

January 20, 2012

AXP pasts $1.01 vs. $0.88 04 EPS on 6.9% revenue rise, net of intarast expense.
Says revenue increase largely reflocts continued strong growth in cardmember
spending and higher travel commissions and fees. S&P Capita! IQ maintains
strong buy. ...

January 19, 2012

05:18 pm ET ... S&P MAINTAINS STRONG BUY OPINION ON SHARES OF
AMERICAN EXPRESS (AXP 50.95***%*): 04 EPS of $1.01, vs. $0.88, topped our
$0.92 estimate and tha Capital JQ consensus of $0.97, on strongar than expectad
billed husiness that was up 11%. Network discount revenuas rose 8%, while
marketing investment fell 12%. We raise our '12 EPS estimats to $4.40 from $4.26,
to reflact the results and better employment trends in the U.S., but note that we
befieve AXP will raise marketing investment to continue driving revenues in '12.
We boost our target price by $4, to $62, reflecting a paer premium P/E multiple of
14X our “12 EPS sstimate. /Sonia Parechanian

November 14, 2011

American Express Company announced that Charles Petruccelli is ratiring as
president of global business travel. Patruccelli has served at tha company since
1976 and was president of global travel services for the last 10 years. The
company promoted Kim Goodman, who has been leading the merchant servicas
Americas group since 2010, to president of global business traval, effective
January 2, 2072, She will continua in her current role until her successoris
namad and wili work with Patruccelli through the and of the year to ensure a
smoaoth transition. Bill Glenn has been named president of global corporate
payments and business travel, effective immediately. Glenn has managed the
company's global merchant servicas business since 2007, American Express
promoted Anr Williams to president of global merchant services, succeeding
Glann, Williams, who has run global corporate payments since 2007, will ha
responsible for building the company's netwerk and delivering value to merchant

STANDARD
&POOR’S
partners,
November 7, 2011

American Express Company announced that Linda Zukauckas will join the
company as Executive Vice President and Corporate Comptroller on November
28, 2011. Ms. Zukauckas joins American Exprass from Ally Financial (formarly
GMAC Inc.), where she most racenty served as Managing Director - Corporate
Strategy. During her 11 years with Ally, she held a number of senior leadarship
rolas, sarving as Corperate Controller and Chief Accounting Officer, CFO of North
America Auto Finance, and Global Head of Internal Audit. Earliar in her career,
Ms. Zukauckas held senior audit roles at Deutsche Bank/Bankers Trust, She
began her career at PricewaterhousaCoopars. David Cornish, wha has baen
serving as Acting Corporate Comptroller, will resume his role as senior vice
president, Deputy Controller and head of the Global Reporting team.

October 20, 201
AXP posts $1.08 vs. $0.90 03 EPS on 8.6% ravenue rise {net of interest expensa).
S&P Capital IQ consensus forecast was $0.95.

October 20, 2011

09:04 am ET ... S&P KEEPS STRONG BUY OPINION ON SHARES OF AMERICAN
EXPRESS (AXP 46.13*****): 03 EPS of $1.03, vs. $0.90, topped our $0.92 astimate
and the Capital IQ consensus foracast of $0.95. Despite fears about slowing
growth, global net revenues advanced 9% and receivables rose 13%. US card
revenues rose 6%, while international card service revenues gained an
encouraging 16%. We see charge-offs (off a historically low base) and
promotional spending rising, in tandem with top-line growth, We look for
consumer spending to remain healthy over the next 12-18 months. Wa raise our
‘11 EPS estimate to $4.00 from $3.98, and keap our $58 target price. /RMcMillan

August 9, 2011

01:43 pm ET ... S&P UPGRADES SHARES OF AMERICAN EXPRESS TO STRONG
BUY FROM BUY ON VALUATION [AXP 44.58*****}: Dur upgrads follows a sharp
pullback in the shares over the past week. Although we acknewledge concerns
about softening consumer santiment, we nate that many consumers wera already
csutious about spending from the last racession, and we believe the impact will
be mutad. Moreaver, we note that AXF, with operations around in many rapidly
growing developing countries, should benefit from ongoing improvements in
eredit trends; net write-offs fell to 3.5% in 02, from 6.8% last year. /AMcMillan

August 8, 2011

09:28 am ET ... S&P KEEPS POSITIVE OPINION ON CONSUMER FINANCE
SUB-INDUSTRY {AXP 47.21%***}: We expect S&P Ratings (an entity that aperates
independently of S&P Equity Research) decision to downgrade the U.S. long-term
debt rating on Friday to have some impact on consumar finance companies,
especially in term of borrowing costs which may inch up. Wae believe tha impact
on consumer spending will be muted as we see an already cautious consumer
borrower remaining so. Wa continue to look for credit quality to improve and see
net interest margins improving near term. /RMcMillan

Source: S&P
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Credit Suisse
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Of the total 30 companies following AXP, 29 analysts currantly publish recommendations.

No. of Ratings % of Total 1 Mo. Prior 3 Mos. Prior
Buy n 38 12 12
BuvIHuId 4 14 4 5
Hold 1" 38 9 8
Woeak Hold 2 7 2 2
Sell 0 0 0 0
No Qpinion 1 3 1 1
Total 29 100 F ] 28

Wall Street Consansus Estimates
Estimates 2011 s 12 013 ==== ® 2011 Actual $4.12
& T - -
45 "
L ]
n —
J
35"y o [ J F M A M J J A 8 ©o N D | 4 F M
2010 2011 2012

Fiscal Years Avg Est. High Est. Low Est. #of Est Est. P/E
2013 474 519 3.85 22 12.2
2012 4.24 453 35 25 138
2013 vs. 2012 A% A15% A13% ¥ 12% -10%
113 1.12 1.19 0.94 12 51.7
a1'12 1.00 1.09 D.86 21 57.9
0113 vs. Q1412 A 12% A, &% ¥ -43% ¥-11%

A company's eamings outlook ptays & mejor part in any investment decision. Standerd & Poor's

of over 2,300

the .
Wall Strant enalysts, and provides their consensus of earmings over tha next two years. This graph shows the trend in analyn estimates ovar

tha past 15 months.

FBR Capital Markets & Co.
Goldman Sachs

JP Morgan

Jeffaries & Company, Inc.

Kesfe, Bruyette, & Woads, Ing,
Ladenburg Thalmann & Company
Macquarie Research

Maredith Whitney Advisery Group
Moody?s

Morgan Stanley

Morningstar Inc.

Nomura Securities Co. Ltd.

Piper Jaffray Companies

RBC Capital Markets

S&P Equity Research

Sanford C. Bernstein & Co., Inc.
Stifel, Nicelaus & Co., Ing.
SunTrust Robinson Humphray, Inc.
Susquehanna Financial Group, LLLP
TA Securities Holdings Berhad
Wells Fargo Securities, LLC
William Blair & Company LL.C.

Wall Street Conseusus vs. Performance

For fiscal year 2012, analysts estimata that AXP
will earn $4.24. Forflscalvear 2013, analysts
astimate that AXP's earnings per share will grow
by 12% to $4.74.

Source: S&P. Capital I0L Estimates, Inc.
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Glousary

S&P STARS

Since January 1, 1987, Standard and Poor's Equity
Research Services has ranked a universe of commen
stocks based on a given stock's potantial for future
performance, Under proprietary STARS {STock
Appreciation Ranking System), S&P equity analysts rank
stocks according to their individual forecast of a stock's
future total return potentfal versus the expectad total
return of a relevant benchmark {e.g., a regional index
[S&P Asia 50 Index, $&P Europe 350 Index or S&P 500
Index}), based on a 12-month time horizon. STARS was
designed to meet the needs of ‘nvestors looking to put
their investment decisions in perspective. Data used to
assist in determining the STARS ranking may be the
rasult of the analyst's own models as wall as intarnal
proprietary models rasulting from dynamic data inputs.

S&P 12-Month Target Price

Tha S&P equity analyst's projestion of the market price a
given security will command 12 months hence, hased on
a combination of intrinsic, relative, and private market
valuation metrics, including S&P Fair Value,

Investment Styls Classification

Characterizes the stock as Growth or Value, and
indicates its capitalization levei. Growth is evaluated
along three dimensicns {earnings, sales and internal
growth], whila Value is evaluated along four dimansions
[book-to-price, cash flow-to-price, dividend vield and
saie-to-price). Growth stocks score higher than the
market averaga on growth dimensions and lower on
value dimansions. The reverse s true for Value stocks.
Cartain stocks are classified as Blend, indicating a
mixture of growth and value characteristics and cannot
be classitied as purely growth or valus.

S&P EPS Estimates

Standard & Poor's earnings per share (EPS) estimates
reflect analyst projections of future EPS from continuing
operations, and generally exclude various items that are
viewed as special, non-recurring, or extraordinary. Alsg,
S&P EPS estimates reflact sither forecasts of S&P equity
analysts; or, the consensus (average) EPS estimate,
which are independently compiled by Capital 10, a data
provider to Standard & Poor's Equity Research. Among
the items typically excluded from EPS estimates are
asset sale gains; impairment, restructuring or
merger-related charges; legal and insurance
sattlements; in process research and development
expenses; gains or losses on the extinguishmant of debt;
the cumulative effect of accounting changes; and
earnings related to cperations that hava baan classified
by the company as discontinued. The inclusion of some
items, such as stock option expense and recurring types
of ather chargas, may vary, and depend on such factors
as industry practice, anaiyst judgment, and the extent to
which somoe typas of data is disclosed by companies.

S&P Gore Earnings

Standard & Poor's Core Earnings is a uniform
methodology for adjusting operating eamings by
focusing on a company's after-tax samings generated
from its principal businessas. Included in the Standard &
Poor's definition are employee stock option grant
expenses, pension costs, restructuring charges from
ongeing operations, write-downs of depreciable or
amortizable operating assets, purchased research and
developmant, M&A related expenses and unrealized
gains/losses from hedging activities. Excluded from the
definition are pension gains, impaiment of goodwill
charges, gains or lossss from esset sales, reversal of
prior-year chargas and provision from litigation or
insurance settlements.

Qualitative Risk Assessment

The 3&P equity analyst's view of & given company's
oparational risk, or the risk of a firm's ability to continue
as an ongoing concern. Tha Qualitative Risk Assessment

is a relative ranking to the S&P .S, STARS universe, and
should be reflective of risk factors related to a
company's aperations, as oppesed to risk and volatility
Mmeasures associated with share prices.

Quantitative Evaluations

In contrast te our qualitative STARS recommsndations,
which are assigned by S&P analysts, the quantitative
evaluations described below are derived from
proprietary arithmetic models. These computer-driven
evaluations may at times contradict an analyst's
qualitativa assessment of a stock. One primary reason
for this is that diffarent measures are used to determine
each. For instance, when designating STARS, S&P
analysts assess many factors that cannat be reflected in
& madel, such as risks and opportunities, management
changes, recent competitive shifts, patent expiration,
litigation risk, ete,

S&P Quality Ranking

Growth and stability of sarnings and dividends are
deemed key alemants in establishing S&P's Quality
Renkings for common stocks, which are designed to
capsulize the nature of this record in a single symbol. It
should be noted, however, that the process also takes
into considerstion certain adjustments and modifications
doemed desirable in establishing such rankings. The
final score for each stock is measured against a scoring
matrix determined by analysis of the scoras of a large
and represantative sample of stocks. The range of
scores in the array of this sample has been aligned with
the follewing ladder of rankings:

A+ Highest B  Below Average
A High B- Lower
A-  Above Avarage C  Lowsst
B+ Average D InReorganization

NR NatRenked

S&P Fair Value Rank

Using S&P's exclusive proprietary quantitative modal,
stocks are ranked in one of five groups, ranging from
Group §, listing the most undervalued stocks, to Group 1,
the most overvalued issues. Group 5 stocks are expected
to generally outperform all others. A pesitive {+) or
negative (-) Timing Index is placed naxt to the Fair Value
ranking to further aid the selection procass. A stock with
a (+} added to the Fair Value Rank simply means that this
stock has a somewhat better chanca to outparform other
stocks with the same Fair Value Rank. A stock with a (-}
has a somewhat lessar chance to outperform other
stocks with the same Fair Value Rank. The Fair Value
rankings imply the following: 5-Stock is significantly
undervalued; 4-Stack is moderately undervalued; 3-Stock
is fairly valued; 2-Stock is modestly overvalued; 1-Stock
is significantly overvaiued.

S&P Fair Value Calculation

The price at which a stock should trade at, according to
S&P's proprietary quantitative model that incorporates
both actual and astimated variables {as opposed to only
actuai variablas in the case of S&P Quality Ranking).
Relying heavily on 8 company's actual return on equity,
the S&P Fair Value model places a value on a security
based on placing a formula-darived price-to-book
multiple on a company's consensus eamings per share
estimate.

Insider Activity

Gives an insight as to insider sentiment by showing
whether diracters, officers and key smployees who have
proprietary infermation not available to the general
public, are buying or selling the company's stock during
the most recent six moenths.

Funds From Operations FFO

FFQ is Funds from Operations and equal to g REIT's net
incoma, excluding gains or losses from sales of property,
plus real estate depreciation.

Investability Quotient {10}
The 1Q is a measure of investment desirability. tt sarves

as an indicator of potential madium-to-long term return
and as a caution against dewnsida risk. The measurs
takes into aceount variables such as technical
indicators, earnings estimatss, liquidity, financial ratios
and selacted S&P proprietary measures.

S&P's 10 Rationale:

Amer Express

Raw Score Max Value
Propristary S&P Measures 38 115
Technical Indicators 28 40
Liquidity/Volatility Measures 16 2
Quantitative Measwres 51 75
10 Total 13 250
Volatility

Rates tha volatility of the stock's price over the past year.

Technical Evalustion

In researching the past market history of prices and
trading volume for each company, S&P’s computer
models apply special tachnical metheds and formulas to
identify and project price trends for the stock.

Relative Strength Rank

Shows, on a scale of 1 to 99, how the stock has
perfarmed versus all other comparias in S&P's universe
on a rofling 13-week basis.

Global Industry Classification Standard [GICS)

An industry ciassification standard, developed by
Standard & Poor's in collaboration with Morgan Stanlay
Capital International {MSCI}. GICS is currently comprised
of 10 Sectors, 24 Industry Groups, 68 Industries, and 154
Sub-Industries.

S&P Issuer Credit Rating

A Standard & Poor's Issuer Credit Rating is a current
opinion of an obligor's overall financial capacity (its
creditworthiness) to pay its financial obligations. This
opinion focusses on the obligor's capacity and willingness
1o meet its financial commitments as they come due. It
does net apply to any specific financial obligation, as it
does nottake inte accaunt the nature of and provisions
of the obligation, its standing in bankruptcy or liquidation,
statutory preferences, or the legality and enforceability
of the obligation. In addition, it does not take into
account the creditworthiness of the guarantors, insurers,
or ather forms of cradit snhancement on the obligaticn.
The Issuer Credit Rating ig not a recommendation to
purchase, ssll, or hold a financial obligation issued by an
obiligor, as it doss not comment on market price or
suitability for a particular investor. Issusr Credit Ratings
are basad on current information funished by abligors or
ubtained by Standard & Poor's from ather sources it
considers reliable. Standard & Poor's does not parform
an audit in connection with any Issuer Credit Rating and
may, on accasion, rely on unaudited financial
informatian. |ssuer Credit Ratings may ba changed,
suspended, or withdrawn as a result of changes in, or
unavaiiability of, such information, or based on other
tircumstances.

Exchange Type

ASE - American Stock Exchange; AU - Australia Stock
Exchange; BB - Bullatin Board; NGM - Nasdaq Gichal
Market; NNM - Nasdaq Global Select Market; NSC -
Nasdaq Capital Market; NYS - New Yark Stock
Ex¢hange; OTN - Other OTC {Over tha Counter); OTC -
Over the Counter; QB - OTCAB; 0X - OTCQX: TS - Toronto
Stack Exchange; TXV - TSX Venturs Exchange; NEX -
NEX Exchange.

S&P Equity Research Services

Standard & Poor's Equity Research Services U.S.
includes Standard & Poor's Investment Advisory
Sarvicas LLC; Standard & Poor's Equity Research
Services Europe includes McGraw-Hill Financial
Research Europe Limited trading as Standard & Poor's;
Stendard & Poor's Equity Research Services Asia
includes McGraw-Hill Financial Singapore Pte, Limited's

Redistribution er reproduction is prokibited without written parmission. Capyright ® 2012 Standard & Poor's Financial Services LLE.
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offices in Singapore, Standard & Poor's Investment
Advisory Services (HK) Limited in Hong Kong, Standard &
Poor's Malaysia Sdn Bhd, and Standard & Poor's
Informatien Servicas [Australia} Pty Ltd.

Abbreviations Used in S&P Equity Research Reports
CAGR- Compound Annual Growth Rate; CAPEX- Capital
Expenditures; CY- Calendar Year; DCF- Discounted Cash
Flow; EBIT- Earnings Befors Interest and Taxes; EBITDA-
Earnings Before Interest, Taxas, Depreciation and
Amortization; EPS- Eamings Per Shars; EV- Enterprise
Valug; FCF- Fres Cash Fiow; FF)- Funds From Operations;
FY- Fiscal Year; P/E- Price/Earnings ; PEG Ratio-
P/E-to-Growth Ratio; PV- Present Value; A&D- Research
& Development; ROE- Return on Equity; ROI- Return on
Investment; ROIC- Return on Investad Capital; ROA-
Return on Assats; $6&A- Salling, General &
Administrative Expenses; WACC- Weightad Average
Cost of Capital

Dividends on American Depository Receipts (ADRs] and
American Depository Shares (ADSs) are net of taxes
[paid in the country of arigin).

Reguired Disclosures

|n contrastto the qualitative STARS recommendations
covered in this report, which are determined and
assigned by S&P equity analysts, S&F’'s quantitative
evaluetions are derived from S&P’s proprietary Fair
Value quantitative madel. In particular, the Fair Value
Ranking methodolagy is a relative ranking methodology,
whereas the STARS methodology is not. Because the
Fair Value model and the STARS methodology reflact
different criteria, assumptions and analytical methods,
guantitative evaluations may at times diffar from {or svan
contradict) an equity anaiyst's STARS recommendations.
As a quantitative model, Fair Value relies on history and
consensus estimates and does not introduce an element
of subjectivity as can be the case with equity analysts in
assigning STARS recommendations.

S&P Global STARS Distribution

In North America: As of December 31, 2011, research
analysts at Standard & Poor's Equity Research Services
North America recommended 39.1% of issuers with buy
recommendations, 57.4% with held recommendations
and 3.5% with sell recommsndations.

In Eurape: As of Dacember 31, 2011, research analysts at
Standard & Poor's Equity Research Services Europe
recommended 31.5% of issuers with buy
recommendations, 50.8% with hold recommendations
and 17.9% with sell recommendations.

In Agia; As of Dacamber 31, 2011, ressarch analysts at
Standard & Poor's Equity Research Services Asia
recommended 43.8% of issuers with buy
recommendations, 51.0% with hold recommendations
and 5.2% with sell recommendations.

Blobally: As of Decembar 31, 2011, research analysts at
Standard & Poor's Equity Research Services globally
recommended 38.3% of issuers with buy
recommendations, 55.7% with hold recommendations
and 6.0% with sell recommendations.

Yok 5-STARS {Strang Buy): Total return is
expected to outperfarm the total return of a relevant
benchmark, by a wide margin over the coming 12
months, with shares rising in price on an absolute basis.

Ydrdkdk  4-STARS (Buy): Total retum is expected to
outperform the total return of a relévant benchmark over
the coming 12 months, with shares rising in price on an
absolute basis.

ke 3-STARS {Hold): Total ratum is expected to
closely approximats the total return of & relevant
benchmark over the coming 12 months, with shares
generally rising in price on en absolute basis.

* ¥ 2-STARS (Sall): Total retum is expected to

underperform the total return of a relevent benchmark
over the coming 12 months, and the share price not
anticipated to show a gain.

* 1-STARS {Strong Sell): Total retum is
expected to underparform the total return of a relevant
benchmark by a wide margin over the coming 12 menths,
with shares falling in price on an absolute basis.

Relevant henchmarks: In North America the relevant
banchmark is the S&P 500 Index, in Europa and in Asia,
the ralevant benchmarks are generally the S&P Europa
350 Index and the S&P Asia 50 Index.

For All Reginns: All of the views expressed in this
research report accurately refloct the research analyst's
personal views regarding any and all of the subjact
securities or issuers. No part of analyst compensation
was, is, or will be directly or indirectly, ralated to the
specific recommendations or views expressed in this
research report.

S&P Global Quantitative Recommendations Distribution

In Europe: As of Decembar 31, 2011, Standard & Poor's
Quantitative Services Europe recommended 51.0% of
issuars with buy recommendations, 12.0% with hold
recommendations and 23.0% with seli recommendations.

In Asia: As of December 31, 2011, Standard & Poor's
Quantitativa Services Asia recommended 43.8% of
issuers with buy recommendations, 20.0% with hold
recommendations and 32.0% with sell recommendations.

Globally: As of Dacember 31, 2011, Standard & Poor's
Quantitative Services globally recommended 45.0% of
issusrs with buy recommandations, 19.0% with hold
recommendations end 34.0% with sell recommendations.

Additional information is availabls upon request.

Other Disclosures

This report has been prepared and issuad by Standard &
Poor's and/or ona of its affiliates. In the United States,
research reports are prepared by $tandard & Poor's
Investment Advisory Services LLC {"SPIAS"}. In the
United States, rasearch reports are issuad by Standard
& Poor's ("S&P"}; in the United Kingdom by McGraw-Hill
Financial Research Europe Limited, which is authorized
and regulated by the Financial Services Authority and
trades as Standard & Poor's; in Hong Kong by Standard
& Poor's Investment Advisory Services {HK] Limited,
which is regulated by the Hong Kong Securities Futures
Commission; in Singapore by McBraw-Hill Financial
Singapare Pte. Limited {MHFSPL), which is regulated by
the Monatary Authority of Singapore; in Malaysia by
Standard & Poor's Malaysia Sdn Bhd {"S&PM"), which is
regulated by the Securitiss Commission; in Australia by
Standard & Poor's Infermation Services (Australia) Pty
Ltd ("SPIS"), which is regulated by the Australian
Securities & Investments Commission; and in Koraa by
SPIAS, which is also registerad in Korea as a
crass-horder investment advisory company.

The research and analytical services performed by
SPIAS, McGraw-Hill Financial Research Eurepe Limited,
MHFSPL, S&PM, and SPIS are each conducted
separately from any other analytical activity of Standard
& Poor's.

Standard & Peor's or an affiliste may license certain
intellectual property or provide pricing or othar services
to, or othenwise have a financial interest in, certain
issuars of securities, including exchange-traded
investments whose investment objective is to
substantially replicate the returns of a proprietary
Standard & Poor's index, such as the S&P 500. In cases
where Standard & Poor’s or an affiliate is paid fees that
ara tied to the amount of assets that are invested in the
fund or the volume of trading activity in the fund,
invastment in the fund will generally result in Standard &

Poor's or an affiliate earning compensation in addition to
the subscription fees or other compensation for services
randered by Standard & Poor's. A reference to a
particular investment or security by Standard & Poor's
and one of its effiliates is not a recommendation to buy,
sell, or hold such investment or security, nor is it
considerad to be investment advice.

Indexes are unmanaged, statistical compesites and their
returns do notinclude payment of any salos charges or
fees an investor would pay to purchase the securitias
they represent. Such costs would lower perfermance. it
is not possible to invest directly in an index.

Standard & Poor's and its affiliates provide a wide range
of services to, or relating to, many organizations,
including issuers of securities, investment advisers,
broker-dealers, investment banks, other financial
institutions and financial intermediaries, and aceordingly
may receive fees or other economic benefits from those
organizations, including grganizations whose securities
or services thay may recemmend, rate, include in modal
portfolios, evaluate or otherwise address.

S&P Capital 10 andfor one of its affiliates has performed
serviees for and received compensation from this
company during tha past twelve months.

Disctaimers

With respect te reports issued to ¢lients in Japan and in
the case of inconsistencies betwean the English and
Japanese version of a report, the English version
prevails. With respect to reports issved to clients in
German and in the case of inconsistencies between the
English and German version of a report, the English
version pravails. Neither S&P nor its affiliates guarantee
the accuracy of the translation. Assumptions, opinions
and estimates constituta our judgment as of the data of
this material and are subject to change without notice.
Past performance is not nacessarily indicativa of future
results.

Standard & Poor's, its affiliates, and any third-party
providers, as well as their directors, officers,
sharaholders, employees, or agents (collectively S&P
Parties) do not guarantee the accuracy, complatenass or
adequacy of this material, and S&P Parties shall have no
liability for any errors, omissions, or intarruptions tharain,
raegardless of the cause, or for the rasults obtained from
the use of the information provided by the S&F Parties.
S&P PARTIES DSCLAIM ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED
T0, ANY WARRANTIES OF MERCHANTABILITY,
SUITABILITY OR FITNESS FOR A PARTICULAR FURPOSE
OR USE. In no event shall S&F Parties be liable to any
party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential
damages, costs, expenses, legal faes, or losses
{inctuding, without fimitation, lost income or lost profits
and opportunity costs) in connection with any use of the
information contained in this document even if advised of
the possibility of such damages. Capital 10 is a business
of Standard & Poor's.

Ratings from Standard & Poor’s Ratings Services ars
statements of opinion as of the date they are expressed
and not statements of fact or recommandations to
purchase, hold, or sell any sacurities or to make any
investment decisions. Standard & Poor's assumes no
obligation to update its opinions following pubiication in
any form or format. Standard & Poor's ratings should not
be relied on and are not substitutes for the skill,
judgment and experience of the user, its management,
employses, advisors and/or clients when making
investment and other business decisions. Standard &
Poar's rating opinions do not address the suitability of
any security. Standard & Poor's does notactas a
fiduciary. While Standard & Poor's has obtained
information from sources it believes to be reliable,

Redigtribudon or reproduction is prohibited without written permission. Copyright ® 2012 Standard & Poor's Financial Senvices LLC.
STANDARD & POOR'S, S&P. 5&P 500, S&P Europe 350 and STARS are registered trademarks of Standard & Poor's Financial Services LLE.
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Standard & Poer's dees not parform an audit and
undertakes no duty of due diligance or independent
varification of any information * receives.

Standard & Poor's keeps certain activities of its business
units separate from each cther in order to preserve the
indepandence and objectivity ¢f their respective
activities. As a result, certain business units of Standard
& Poor's may have information that is not available to
other Standard & Poor's business units. Standard &
Poor’s has established policies and procedurss to
maintgin the confidentiality of ¢certain non-public
information received in connaction with each analytical
process.

Standard & Poor's Ratings Services did not participats in
the development of this report. Standard & Poor's may
receive compensation for its ratings and certain
crodit-ralated analyses, nommally from issuers or
underwriters of sacuritins ar from obligors, Standard &
Poor's reserves the right to disseminate its opinions and
analyses. Standard & Poor's public ratings and analyses
arg made available on s Web sites,
www.standardandpoors.com {free of charge), and
www.ratingsdirect com and wvaw.glebaleraditportal.com
{subscription), and may be distributed through other
means, including via Standard & Poor's publications and
third-party redistributors. Additonal information about
our ratings fees is available at
wonnwstandardandpoors.com/usratingsfees,

This material is not intended as an offer or solicitation for
the purchase or sale of any security or other financial
instrument. Securities, financia! instruments or
strategies mentioned herein mey not be suitable for all
investors. Any opinions expressed herein are given in
good faith, are subject to change without notice, and ara
only current as of the stated date of their issue. Prices,
valuas, or income from any securities or investments
mentioned in this réport may fall against the interests of
the investor and the investor may get back less than the
amount invested, Where an investment is described as
baing likaly to yiald incoma, please note that the amount
of incoma that the investor will receiva from such an
investment may fluctuate. Where an investment or
sacurity is denominated in a different currency to the
investor's currency of reference, changes in rates of
gxchange may have an adverss affect on the value, price
orincoma of or frem that investnent to the investor. The
information contained in this report doss not constitute
advice on the téx consequences of making any particular
invastment decision. This material is not intended for any
specific investor and does not take into account your
particular investment objectives, financial situations or
needs and is not intended a3 a recommendation of
particular securities, financial instruments or strategies
o you. Before acting on any recommendation in this
material, you should consider whether it is suitable for
your particular circumstances and, if necessary, saek
professional advica.

This documant doas not constitute an offer of services in
jurisdictions whare Standard & Poor's or its aeffiliates do
not have the necessary licenses.

For racidents of the UK. - This report s only diracted at
and should anly ba relied on by persans outside of the
United Kingdom or persons whe are inside the United
Kingdom and who have professional experience in
matters relating to investments or who are high net
worth perzons, as defined in Ariicle 19{5) or Article 43(2)
(&) ta {d) of the Financial Servicas and Markets Act 2000
{Financial Fromotion) Order 2005, respaectively.

For rasidents of Singapore - Anything hersin that may be
construed as a racommendation is intended for general

circulation and does not teke inte account the specific
investment objectives, financial situation or particular
noeds of any particular person, Advice should be sought
from a financial adviser regarding the suitability of an
investment, taking into account the specific investment
objectives, financial situation or particular needs of any
person in receipt of the recommendation, before the
person makes a commitment te purchase the investmant
product.

For residents of Malaysia - All queries in relation to this
raport should be raferred to Ching Wah Tam.

For residents of Indonesia - This research report doss
net constitute an offering document and it should not be
construed as an offer of securities in Indonesia, and that
any such securities will only be offered or sold through a
financial institution.

For residents of the Philippines - The sacurities baing
offared or sold have not been registered with the
Sacurities and Exchange Commission under the
Securities Regulation Code of the Philippines. Any future
offar or sala tharaof is subjact to registration
raquirements undar the Code unless such offer or sale
qualifies as an exampt transaction.

LS. STARS Cumulative Model Performance
Hypothetical Growth Dua to Price Appreciation of $100
For the Period 12/31/1986 through 02/29/2012
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The performance above represents only the results of
Standard & Poor's model portfolios. Model performance
has inherant limitations. Standard & Poor's maintains the
models and calculates the model performance shown,
but does not manage actual assets. Tha U.S. STARS
model performanca chart is only an illustration of
Standard & Poor's (S&P) resparch; it shows how U.S.
common stocks, ADRs (American Depositary Receipts)
and ADSs {Amarican Depositary Shares), collectively
“equities”, that received particular STARS rankings
performed. STARS categories are models only, they are
not collective investment funds. Tha STARS parformance
does not show how any actual portfolic has performed.
STARS model performance doss not rapresent the
results of actual trading of investor assets. Thus, the
model performance shown does not reflact the impact
that material economic and market factors might hava
had en decision-making if actual investor money had
been managed. Performance is calculated using a
tima-weighted rate of return, While model performance
for some or all STARS categories perfarmad better than
the S&P 500 for the period shown, the performance
during any shorter period may not hava, and thare s ng
assurance that they will parform better than the S&P 500
in the future. STARS dess not take into account any
particular investment objective, financial situation or
need and is not intandad as an investment
recommendation or strategy. Investments based on the
STARS moethodology may lose money. High returns are
not necessarily the norm and there is no assurance that
they can be sustained. Past model performance of
STARS is no guarantee of futura performanca.

For medel performanca calculation purposss, the

aquities within each STARS category at December 31,
1988 were equally weighted. Thereafter, additions to the
composition of the equities in each STARS catagery are
made at the average value of the STARS category st the
preceding month end with no rebalancing. Delstions ara
made &t the closing price of the day that the deletion s
made. Performance was calculatad from inception
through March 31, 2003 on a monthly basis. Thereafter,
performance is calculated daily. Equities in each STARS
category will change over time, and some or all of the
aquities that received STARS rankings during the tims
period shown may not have maintained their STARS
ranking during the entire period.

Tha modal performance does not consider taxes and
brokerage commissions, nor does it reflect the deduction
of any advisory or othar fees charged by advisors or
other parties that investors will incur when their
accounts are managed in accordance with the modals,
The impaosition of these fees and charges would causa
actual performance to be lower than the performance
shown. For example, if a model retumed 10 percent on a
$100,000 investment for a 12-month period {or $10,000)
and an annual asset-basad fae of 1.5 percent wera
imposed at the end of the period (or $1,850}, the nat
return would be 8.35 percent {or $8,350) for the year.
Over 3 years, an annual 1.5% fee taken at year end with
an assumed 10% return per year would resuitin a
cumulative gross return of 33.1%, & total fee of $5,375
and a cumulative net return of 27.2% {or $27,200). Fees
deducted on a frequancy othar than annual would result
in a different cumulative net raturn in the preceding
example.

The Standard & Paor's 500 index is the benchmark for
.3, STARS. The S&P 500 index is calculatad in U.S.
dollars and doas not take into account the reinvestment
of dividends. Indexes are unmanaged, statistical
compaosites and their returns do not include payment of
any sales charges or fees an investor would pay to
purchase the securities they represent. Such costs
wiould lower performance. Itis not possible to invest
directly in an index. The S&P 500 index includes a
diffarent number of constituents and has different rigk
characteristics than the STARS equities. Soma of the
STARS equities may have been included in the S&P 500
index for some (but nat necessarily all) of the period
covered in the chart, and some such equities may not
have been included at all. The S&P 500 excludes ADRs
and ADSs. The methodology for calculating the return of
the S&P 500 index differs fram the methodology of
calcutating the return for STARS. Past performance of
the S&P 500 index is no guarantee of future
parformance,

An investment based upon the models should only be
mada after consulting with a financial advisor and with
an understanding of the risks associated with any
investmant in securities, including, but not limited to,
market risk, currancy risk, political and credit risks, the
risk of economic recassion and the risk thatissuers of
$ecuritios or general stock market conditions may
worsen, over time. Foreign investing involvas certain
risks, in¢luding currency fluctuations and controis,
restrictions on foreign investments, less govarnmantal
supervision and regulation, less liquidity and the
potential for market volatility and political instability. As
with any investment, investmant returns and principal
value will fluctuate, so that when redeemed, an
investor's shares may be worth more or less than their
origina! cost.

For residents of Australia — This report is distributed by
Standard & Paor’s Information Services (Australia) Pty
Ltd {"SPIS") in Australia. The entirety of this reportis
approved by Charles Baumann, who has reviewod and
authorised its content as at the date of publication.

Any exprass or implied opinion contained in this report s
limited to "Genaral Advice" and based solely on
consideration of the investment merits of the financial
product{s) alone, The information in this report has not

Redistribution or vaproduction is prokibited without wiitten parmission. Copyright ® 2012 Standard & Poor's Financial Senviess LLC,
STANDARD & POOR'S, S&P, S&F 500, S&P Europe 350 and STARS are registered trademarks of Standard & Poor's Financial Services LLC.
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been prepared for use by retafl investors and has been
prepared without taking account of any particular
person's financial or investment objectives, financial
situation or needs. Before acting on any advice, any
person using the advice should consider its
appropriateness having regard to their own or their
clients' objectives, financial situation and needs. You
should obtain a Product Disclosure Statemant ralating to
the product and consider the statement before making
any dacision or recommendation about whather to
acquire the product. Each opinion must be weighed
solaly as one factor in any investment decision made by
or on behalf of any adviser and any such adviser must
accordingly make their own assessment taking into
account an individual's particular circumstances.

SPIS holds an Australien Financial Services Licence
Number 258896, Please refer to the P13 Financial
Services Guide far more information at
www.fundsinsights.com.au.

Redistribution or reproduction is prohibited without written permission, Copyright ® 2012 Standard & Poor's Rnancial Services LLC.
STANDARD & POOR'S, S&P, S&P 500, S&P Europe 350 and STARS are registered trademarks of Standard & Poor's financial Services LLC.
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Retiree Healthcare Benefits
Plan & Trust
Board Meeting

April 11, 2012 at 1:00 PM
Conference Room C

Agenda

Troy City Hall

500 West Big Beaver
Troy, Michigan 48084
(248) 524-3330

RoLL CALL

ABSENT MEMBERS

MINUTES FROM THE NOVEMBER 9, 2011 MEETING

INVESTMENTS
April Performance Report from Waddell & Reed

The Board needs to invest $4,000,000. Please review the recommendations sent by
Waddell &Reed.

OTHER BUSINESS
Approval of the Retiree Healthcare Plan & Trust Meeting Dates for 2012
Audit of Waddell & Reed’s intemal controls

PuBLIC COMMENT

ADJOURN

Retirement Board/Retiree Healthcare Benefits Plan & Trust Board/2011/04.11.12 - Agenda



Employee’s Retirement System

Troy =

Retiree Healthcare Benefits Plan & Trust Meeting Dates for 2012:

Meetings take place at 1:00pm in City Hall, 500 W. Big Beaver Road, Conference Room C

Wednesday, January 11t 2012
Wednesday, April 11%, 2012
Wednesday, July 11%, 2012
Wednesday, October 10, 2012
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Retiree Healthcare Benefits
Plan & Trust
Board Meeting

April 11, 2012 at 1:00 PM
Conference Room C

Agenda

Troy City Hall

500 West Big Beaver
Troy, Michigan 48084
(248) 524-3330

RoLL CALL

ABSENT MEMBERS

MINUTES FROM THE NOVEMBER 9, 2011 MEETING

INVESTMENTS

April Performance Report from Waddell & Reed

The Board needs to invest $4,000,000. Please review the recommendations sent by

Waddell &Reed.

OTHER BUSINESS

Approval of the Retiree Healthcare Plan & Trust Meeting Dates for 2012

Audit of Waddell & Reed’s internal controis

PuBLIC COMMENT

ADJOURN
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RETIREE HEALTH CARE BENEFITS PLAN & TRUST MINUTES —Draft November 9, 2011

A meeting of the Retiree Health Care Benefits Plan & Trust Board of Trustees was held on
Wednesday, November 9, 2011, at Troy City Hall, 500 W. Big Beaver Road, Troy, Ml
48084.

The meeting was called to order at 2;:15 p.m.

Trustees Present: Mark Calice
William R. Need (Ex-Officio)
Steve Pallotta
Mitchell Lenczewski
John Szerlag
Thomas J. Gordon, Il

Also Present: Monica Irelan
Thomas Darling, CPA
Justin Breyer
Randy Dziubeck, GRS
Ken Alberts, GRS

Minutes

Resolution # RH — 2011- 11-9
Moved by Szerlag

Seconded by Gordon

RESOLVED, That the Minutes of the October 12, 2011 meeting be approved.

Yeas: All- 5

Other Business- OPEB Report

Randy Dziubeck and Ken Alberts presented the OPEB report to the board.

Other Business- Discuss Waddell & Reed- Managed Accounts

The board discussed the options and decided to continue managing the accounts in-
house.

Public Comment
The board thanked Mitch for his years of service and wished him luck in his retirement.

The next meeting is January 11, 2012 at 2:00 p.m. at Troy City Hall, Conference Room C,
500 W. Big Beaver Road, Troy, Ml 48084,

The meeting adjourned at 3;20 p.m.

JML/bt\Retirement Board\Retiree Health Care Benefits Plan & Trust\2011101.11.12 Minutes Draft
1



110 Eost Broadway

7% WADDELI
i ‘ Mt. Pleasant, M| 48858
: . 989-953-7688 » Fox 989.953-7867

X/ ! E) Toll Free B0D-956-0051

m} . i i ™ bryanwieferich@wradvisors.com
<= Financial Advisors ‘ werw. waddell. com

BRYAN M. WIEFERICH, CFP*

Financial Advisor

CFPc

March 29, 2012

Ms. Monica Irelan
Assistant to the City Manager
Coordinator of Continuous Improvements

City of Troy
500 W, Big Beaver Road
Troy, Ml 48084-5285

Dear Ms. lrelan,

Please find the enclosed packet of information for the Retirement Board Meeting coming up on April
11th. Page 2 of the report contains the actual performance (+11.12%) of the City’s accounts as of
3/28/12. Needless to say, it's been a great start to the year! | have highlighted the Year-to-Date
numbers and the annual performance since the accounts were established. Please note on this page
that the portfolio continues to out-pace the Dow Jones and the S&P 500, despite its composition of
approximately 75% equities and 25% fixed income/cash.

| am also enclosing the February 6", 2012 Barron’s Report that shows Waddell & Reed/lvy’'s
continued track record of strong fund performance, as once again we were ranked #1 and #2 for the
Five Year Period for qualifying fund families.

Since the Board did not have quorum for the January Meeting and no action was taken at that time,
my recommendations for the additional investments remain consistent. As noted back in January, the
dollar amounts listed for each fund are simply suggestions based on Mr. Darling’s indication that
there is approximately $4 million dollars that needs to be transferred to the Health Care Trust. We
will invest the additional funds per the Board'’s final approval. Fund Profiles are enclosed, and | would
be happy to give you additional insight if needed.

W&R Advisors Core Investment (UNCMX) — Additional $1,000,000

The fund currently represents 7% of the overall portfolio, and adding an additional $1,000,000 (of the
$4,000,000 total) would move this percentage to 10%. This fund is a Large Cap Growth Fund, and it
has a long track record of being in the top quartile of its Lipper Ranking.

Ivy Managed International Opportunities (IVTAX) — Additional $1,000,000

This fund is a Foreign Large Blend/Multi-Cap fund that you have owned in the portfolio since June of
2007. It currently represents 6% of the overall allocation, and adding an additional $1,000,000 (of the
$4,000,000) would move this percentage to 9%. It is the only foreign fund in the portfolio, and adding
to it would diversify your overall global equity exposure.

Page 1 of 2




W&R Advisors Municipal Bond Fund (UNMBX) — Additional $1,000,000

You have owned this fund in the portfolio since January of 2009, it currently represents 11% of the
overall allocation and adding an additional $1,000,000 (of the $4,000,000) would change this
percentage to 13%. The Municipal Bond Fund is part of the Fixed Income component of your
portfolio, so adding a portion of the new dollars to this category (whether it's this bond fund or one of
the others in the portfolio) will help maintain the current 75/25 asset mix.

The remaining $1,000,000 could be split amongst any of the following three funds or any individually
chosen fund of these three. The first two funds are currently in the portfolio and the third would be a
new fund added fo the mix.

W&R Advisors Small Cap Fund (UNSAX)

The Small Cap Fund was introduced to the portfolio in August of 2009. It currently represents
approximately 9.6% of the overall allocation. Small Cap investing tends to carry more risk than
investing in stocks of larger companies, but we utilize this category for long-term diversification.
Morningstar gives the fund an overall 4-Star Rating.

W&R Advisors Science & Technology Fund (UNSCX)

The Science & Tech Fund currently represents approximately 9.1% of the overall allocation of the
portfolio. It is one of the sector funds that the Health Care Trust has owned since establishing the
account in 2006, and it has one of W&R’s longest track records (Fund Inception 5/16/1950).
Mormingstar gives it an overall 4-Star Rating, and we are confident that the fund will continue to
provide solid overall diversification.

WE&R Advisors Energy Fund (WEGAX) — NEW FUND TO THE PORTFOLIO

This is a relatively new fund (Fund Inception 3/1/2006) and it would be used for diversification
purposes in the portfolio. As its name suggests, the fund's primary objective is to invest in a wide
variety of Energy companies. The current portfolio does not have direct exposure to the Energy
Sector, so adding this fund would create another layer of diversification. Since inception, this fund
has performed in the top quartile of its Lipper peer group (5-year).

Thank you for your continued confidence in Waddell & Reed and in me. If you have questions,
please don’t hesitate to contact me at 800.956.0051 or via email at bryanwieferich@wradvisors.com.

Bryan M. Wieferich, CFP®
CERTIFIED FINANCIAL PLLANNER™ Professional
Waddell & Reed

Page 2 of 2
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Basic Report Package

City of Troy BRYAN M WIEFERICH Combined Account Portfolio
500 W Big Beaver Road Waddell & Reed Period: 03/28/2012
Troy, M 48084 110 E. Broadway Created: 03/29/2012

Suite B

Mt. Pleasant, MI 48858
(989) 953-7888

Holdings by Investor
City of Troy
Acct Name:CITY OF TROY EMPLOYEES RETIREMENT SYSTEM 500 W BIG BEAVER RD TROY MI 48084-5285

Acct No:00015728413 Acct Type:Std Int Defined Bene Plan
Asset Name Tleker Asset Class Mgt. Name Quantity Price ($) Value ($)
WADDELL & REED ADV VANGUARD  UNVGX US LARGE CAP WADDELL & 25,721.26 9.44 242,808.73
A GROWTH EQUITY REED

Account Total: $242,808.73

Acct Name:CITY OF TROY RETIREE HEALTH CARE TRUST MONICA IRELAN PLAN ADM 500 W BIG BEAVER RD TROY
Ml 48084-5285

Acct No:00035622538 Acct Type:Corporations

Asset Name Ticker Asset Class Mgt. Name Quantity Price {$) Value {$)

IVY FUND-BOND FUND A IBOAX US INVESTMENT WADDELL & 101,678.12 10.45 1,064,626.40
GRADE BOND REED

IVY MANAGED INTERNAT L IVTAX NON-US WADDELL & 157,987.98 874 1,380,814.80
OPPORTUNITIES A DEVELOPED REED

MARKETS EQUITY

WADDELL & REED ADV ASSET UNASX NON-US WADDELL & 308,171.71 9.65 2,973,857.04

STRAT A DEVELOPED REED
MARKETS EQUITY

WADDELL & REED ADV BOND FUND UNBDX US INVESTMENT WADDELL & 255,290.10 6.48 1,654,279.85
A GRADE BOND REED

WADDELL & REED ADV CORE UNCMX  US LARGE CAP WADDELL & 259,579.45 6.50 1,687,266.41
INVEST A GROWTH EQUITY REED

WADDELL & REED ADV DIV INC A WDVAX US LARGE CAP WADDELL & 113,037.80 15.29 1,728,347.92
GROWTH EQUITY REED

WADDELL & REED ADV MUNI BOND UNMBX US INVESTMENT WADDELL & 333,498.10 7.56 2,521,245.61
A GRADE BOND REED

WADDELL & REED ADV NEW UNECX  US MID CAP EQUITY WADDELL & 345,623.60 10.39 3,591,029.15
CONCEPTS A REED

WADDELL & REED ADV SCIENCE & UNSCX US MID CAP EQUITY WADDELL & 194,284.64 10.74 2,086,617.03
TECHA REED

WADDELL & REED ADV SMALL CAP UNSAX US SMALL CAP WADDELL & 145,239.83 15.07 2,188,764.25
A EQUITY REED

WR ADVISORS ACCUMULATIVE A UNACX US LARGE CAP WADDELL & 235,796.66 841 1,983,049.87
GROWTH EQUITY REED

Account Total: $22,859,808.43

Investor Total: $23,102,707.16

Incomplete if presented without accompanying disclosure pages Page 1 of 4



Basic Report Package

BRYAN M WIEFERICH
Waddeil & Reed

110 E. Broadway

Suite B

Mt. Pleasant, M! 48858
(989) 953-7888

City of Troy
500 W Big Beaver Road
Troy, MI 48084

Combined Account Portfolio
Period: 11/18/2005-03/28/2012
Created: 03/29/2012

Portfolio Snapshot
As of: 08/28/2012 Since. Rigrt Detecg)
Portfolio Value JUlSI=00S
Beginning Value 0.00
2,707.

$23,102,707.16 Net Contributions 18,184,273.09

Change in Value 4.918,434.07

Ending Value 28,102,707.16

Investment Return '6.94%

Performance By Account

Last Year($) YTD($)  LastQtr($} Selected Period($)
2011 03/28/12 04,2011 11/18/05 - 03/28/12
19,211,560.30  20,791,649.43 19,326,098.18 0.00
2,000,000.00 0.00 0.00 18,184,273.09
-410,919.96  2,311,057.73  1,465,551.24 4,918,434.07
20,791,649.43 2310270716 20,791,649.43 23,102,707.16
-1.99% 11.12% 7.58% 6.94%

Acct Name Start Date Value($) Allocation(%) Since Start Date(%) LastYear(%) YTD(%) Last Qtr(%) Selected Perlod(%}
03/28/12 03/28/12 2011 03/28/12 Q4,201 11A8/05 — 03/28/12
00035622538 09/22/2006 22,859,808.43 99.0 6.99 -203  11.08 7.55 6.996
00015728413 11118/2005  242,808.73 1.0 4.43 223 1442 11.34 4.43
Portfolio and Benchmark Selected Period: 11/18/2005-03/28/2012
Portfolio value
%281
<58 oMM Portfalic  gza.avz.707]
[l Barchmark 2 $23,094,861 |
1.16
e |% Benchmark 1 421,889 864 )
3391687.0D o
-4859154 00
Nov 18 05* 2,08 Q1,07 Q4,07 Q3,08 Q209 Q1,10 Q4,10 G311 Mar 28
Betichmark 1:  Dow Jones - 30 Industrial Avg
Benchmark 2: S&FP 500 (TR)
Asset Allocation As of:03/28/12 100% = $23,102,707
Asset Class AssetType
Asset Class Amount(§) Alloc(%) Asset Type Amount($) Alloc(%)
B casH 1,429,121.06 62 || BONDS 502338160 217
7" NON-USBOND 333,594.42 14 | cAsH 1,306,909.27 5.7
I NON-US DEVELOPED MARKETS 1,672,843.15 8.1 [ NoON-Us sTOCKS 2,327,350.43 101
I NON-US EMERGING MARKETS 463,812.04 20 OTHER 1,009,905.34 4.4
| OTHER 1,080,483.86 45 [ us stocks 13,435,151.52 582
[ US HIGH YIELD BOND 688,760.67 30
B US INVESTMENT GRADE BOND 3,858,769.10 167
I Us LARGE CAP CORE EQUITY 517,904.09 22
[ US LARGE CAP GROWTH EQUITY 3,860,766.08 167
B US LARGE CAP VALUE EQUITY 1,628,332.42 7.0
US MID CAP EQUITY 4,573,349.90  19.8
US SMALL CAP EQUITY 2,844,970.44 123
Incomplete if presented without accompanying disclosure pages Page 2 of 4



Basic Report Package

City of Troy ERYAN M WIEFERICH Combined Account Portfolio
500 W Big Beaver Road Waddell & Reed Created: 03/29/2012
Troy, M1 48084 110 E. Broadway

Suite B

Mt. Pleasant, M| 48858
(989) 953-7888

Disclosure:
Securities offered through Waddell & Reed, member FINRA/SIPC.

Waddell & Reed, Inc. is dually registered as a broker-dealer and federally registered investment advisor and may provide services to clients in one
or both capacities.

This consolidated report is provided for informational purpeoses and as a courtesy to our customers. Waddell & Reed has an agreement with Albridge
Solutions to implement and host a consolidated reporting platform. Albridge is not a broker—dealer and is not affiliated with Waddell & Reed. Albridge
Solutions Is an affiliate of Pershing, LLC. Pershing, LLC is a subsidiary of The Bank of New York Mellon Corporation.

Waddell & Reed believes the data provided by Albridge, CashEdge and the firms with which they have agreements with to be reliable, however, the
accuracy and completeness of the information is not guaranteed and has not been verified by Waddell & Reed. The data is a compilation of
information from various financial sources {mutual funds, insurance companies, correspondent brokers, etc.). Also, transactions or adjustments near
the end of the month may not post until the following month which could create a discrepancy between the statements you receive directly from the
companies maintaining your accounts and this report. In the event of any discrepancy, the statement you receive directly from the companies
maintaining your accounts is the offictal record of your holdings and valuation on those statements shall prevail.

Various accounts are listed on this consolidated report which may or may net fully disclose the mutual fund company, insurance company,
custodian, etc. that holds your assets. if you have any questions and want more information about accounts or where the assets are held please
contact your financial advisor. Your financial advisor can also previde you with customer service addresses and phone numbers for each account
that Waddell & Reed acts as the broker—dealer and/or registered investmént advisor, This information can also be found on the official account
statements you receive from the companies that hold your assets.

Values are as of 03/28/2012 unless otherwise noted. Performance data quoted represents past performance and does not guarantee future results.
The investment return and principal of an investment will fluctuate so shares may be worth more or less than the original cost when redeemed. The
values represented in this report may not reflect the true original cost of the client’s initial investment. Calculations and data provided should not be
relied upon for tax purposes, use original confirmations and 1099's instead. Again, the information contained in these re ports is collected from
sources believed to be reliable, however the accuracy and completeness of the information is not guaranteed and is not verified by Waddell & Reed.
We urge you o compare these reports to the official account statements of your account holdings provided at least quarterly from product sponsors
to ensure that the securities holdings listed on these reports provided by your financiat advisor match the securities holdings reflected on the official
account statements.

If you have any questions regarding your report, please call the financial advisor listed on the report.
For fee-based investment advisory accounts only:

The figures may or may not reflect the deduction of investment advisory fees. if the investment is being managed through a fee-based account or
agreement, the returns may be reduced by those applicable advisory fees. Refer to Waddell & Reed’s Advisory Services Brochure, The information
contained in these reports is collected from sources believed to be reliable, however the accuracy and completeness of the informaticn is not
guaranteed and is not verified by Waddell & Reed. In the event of any discrepancy, the statement you receive directly from the companies
maintaining your accounts is the official record of your holdings and valuation on those statements shall prevail, if you have any questions regarding
your report or find any discrepancy, please call your Financial Advisor.

If you invest in an investment advisory account through Waddell & Reed, Inc., your funds and securities will be held in a separate mutual fund
account owned and controlled by you and/or in a separate brokerage account at Pershing LLC, a qualified custodian. Below are the addresses for
Waddell & Reed Services Company, the transfer agent for the Waddell & Reed Advisors Funds and the vy Funds {*Transfer Agent”), and Pershing
LLC:

Wagddell & Reed Services Company
6301 Glenwood
Overland Park, KS 66202

Pershing LLC

One Pershing Plaza
Jersey City, NJ 07399

Page 3of 4



Basic Report Package

City of Troy BRYAN M WIEFERICH Combined Account Portfolio
500 W Big Beaver Boad Waddell & Reed Created: 03/29/2012
Troy, MI 48084 110 E. Broadway

Suite B

Mt. Pleasant, M| 43858
(989) 953-7888

Pershing is a member of the Securities Investor Protection Corporation {SIPC®). As a resuli, investor-owned assets held in custody by Pershing are
protected by SIPC, up to $500,000 in valus, including $250,000 for claims for un-invested cash awaiting reinvestment, SIPC provides protection far
eligible client assets held in custody by a SIPC member brokerage firm should the SIPC member firm fail financially and become unable to meet the
abligations fo its clients. SIPC does not protect against losses due to market fluctuation or for client assets not held by a SIPC member, For more
information about investor asset protection, visit SIPC’s web site at www.sipc.org.

If you have questions regarding which assets and/or accounts on your report are eligible for SIPC protection again, refer to www.sipc.org. You can
also contact the company holding the assets or contact your Financial: Advisar for assistance.

The "Portfolio Value and Benchmark” report graphs your actual core portfolic value over time. The starting point on the graph will always use that
days beginning balance. For fair comparison purposes, buy and sell transactions that occurred in your core portfolio during the period will be applied
to any included Benchmarks. The Net Gontribution column in the underlying legend inciudes all cash fiows in and out of the core portiolie, including
but not limited to buys, sells, dividends, interest and fees. If your core porifollo s Net Contribution contains dividend, interest and fees, it will not
represent the same cash flow adjustment that is applied to the benchimarks for fair comparison purposes. Additionally, interest and dividends will
cause increased rate of returns in the legend without a corresponding affect on the graph.

Pie chart slices labeled as "other” may include securities classified as "other" by the provider of asset classification data, as well as securities that
did not fit in the other slices displayed.

The return for this holding represents a partial period relative to the report period requestad on the report. At some time during the reporting
period, the holding was not in the portfolio. The partial period asset will affect the total account’s rate of return.

Performance caiculations are performed using the Internal Rate of Return {IRR) Calculation method

The internal Rate of Return (IRR) is used to calcuiate the true, monéy—WiéiﬁﬁfeTE Frﬁt‘é"df return. Like the Modified Dietz calculation, the portfolio or
asset is valued at the starting and ending points of the period. And, cash flows are included based on their timing.

The IRR is related to the time-value of money or present value formula, It calculates the discount rate which will take the starting value and all cash
flows to result in the ending market value.

Performance returns for time periods longer than 365 days have been annualized.

Page 4 ot 4



Waddell & Reed Advisors

Core !nvestmem Fund [UNCMXT

| Q4/11 Porifolio information as of December 31, 2011

LIPPER RANKINGS
Category: Lipper Large-Cap Core Funds

Rank Percentile
1-Year 325/1064 31
3-Year 169956 18
5-Year 31/825 4
10-Year 82/498 17

Rankings are for Class A Shares and are based on average
annual tatal returns, but do not consider sales charges.

MORNINGSTAR STYLE BOX*

Source: qufngsﬁar
- ol

WNIGIw

TIVWS

VALE  BLIND GROWTH

PORTFOLIO MANAGEMENT

FUND PERFORMANCE!2~?
Average Annual Total Returns
Lipper Large-

Period Class ANAY  Class A Load Class Y S5&P 500 Cap Core
3-Month 11.46% 5.05% 11.78% 11.82% 11.04%
YTD 1.24% -4.58% 1.73% 211% -0.65%
1-Year 1.24% -4.58% 1.73% 2.11% -0.65%
3-Year 14.57% 12.32% 15.00% 14.11% 12.73%
S5-Year 2.37% 1.17% 2.72% 0.25% -0.87%
10-Year 3.71% 2.10% 4.03% 2.92% 2.41%
Life 10.59% 10.50% 7.58% — ~
Gross nse 1.14% 1.14% 0.84% - -
Net Expense 1.14% 1.14% 0.84% - -
Inception 10/9/40 10/9/40 /1995 - -
Calendar Year Retums

Lipper Large-
Year Class A Class Y S5&P 500 Cap Core
2011 1.24% 1.73% 211% 0.65%
2010 20.57% 20.91% 15.06% 12.94%
2009 23.20% 23.63% 26.46% 27.14%
2008 -34.48% -34.29% -37.00% -37.23%
2007 14.12% 14.41% 5.49% 6.63%
2006 16.97% 17.30% 15.79% 13.39%
2005 8.83% 9.16% 4.91% 5.72%
2004 9.83% 10.14% 10.88% 8.20%
2003 - 17.39% 17.82% 28.68% 24.80%
2002 -21.98% -21.88% -22.10% -21.23%

Data quoted is past performance and cument performance may be lower or higher. Past performance is
no guarantee of future results. Investment retum and principal value of an investment will fluctuate, and
shares, when redeemed, may be worth more or less than their original cost. Please visit
www.waddell.com for the most recent month-end performance.

! Performance ot net asset value {NAY) does not include the effect of sales charges. Class A share
performance, induding sales charges, reflects the maxdmum applicable front-end sales load of
5.75%. Class Y shares are not subject to sales charges,

* S5&P 500 is an unmanaged index of common stocks. It is not possible to invest directly in on index.

! Performance results indlude the effect of a voluntary fee waiver in effect through September 16,
2016. If those arrangements had not been In place, the performance results would have been lower,

GROWTH OF A $10,000 INVESTMENT Giass A shares- 12/31/2001 - 12/31/2011

Erik R. Becker, CFA
‘Waddell & Reed Investment Maragement Co.
13 years in industry
5 years with fund

Gus C, Zinn, CFA
‘Waddell & Reed [nvestment Management Co.
13 years in Industry
5 years with fund

OBJECTIVE

$14,397
= - = LI/_:‘_{:_—J-—‘-,:_:

$10,000 Initial (nvestment

1201 1202 1203 1204 1205 1206 1207 1208 (209 1210 1211

Assurmes on investment over 10 yeors or life of the share class, relnvestment of dividends and capital gains, and
does not include the effect of sales charges or taxes.

To seek to provide capital growth and oppreciation.

INVESTMENT APPROACH

The Fund focuses primarily in commaon stocks of large cap
companies that the manager believes have dominant market
positions in their industries , and that have the potential for
capital appreciation or the manager expects to resist market
decline.

s,

Infinite Loop Category: p- |
Great Arneticgn Componies



Waddell & Reed Advisors
Core Investment [UNCMX]

l Q4/11 Porefolio information as of December 31, 2011 Infinite Loap Cotegory: %
Great American Componies

PORTFOLIO COMPOSITION?® TOP 5 SECTORS®

{as a % of net assets) { as a % of equity holdings} TICKER SYMBOL

Consumer Discretionary 21.1% Class A UNCMX  Class Y UNIYX

Domestic Common Stock 76.7% Information Technology 19.6% ClassB  UNIBX

~Foreign Commen Stock 20% Consumer Stoples 17.0% ClassC  WCCIX

Cash and Cash Equivalents 0.7% Indusrials 13.2%

Energy 11.5% PORTFOLIO CHARACTERISTICSS

TOP 10 EQUITY HOLDINGS® Fund Inception 10/9/1940
{20 % of et omets) Net Assets $2.7 bil
ConocoPhillips 51% Dividends Quarterly
Precision Castparts 5.0% Turnover Rate (9/30/2011) 67%
_Apple 5.0% Number equity holdings 45
CBS Corporation 4.6% Median market cap $26.8 hbil
_Capital One Financial 4.2% Alpha 2.67
Harley-Davidson 39% Beta 0.99
Google 3.6% R-Squared 94.39
Philip Morris International 3.5% Standard Deviation 19.30
Union Pacific 3.1% Sharpe Ratio 0.05
Mead Johnson Nutrition 2.9%

Consicler all factors. As with any mutual fund, the value of the Fund’s shares will change, ond you could lose money on your investment. Intemational investing invalves additional
risks, such as currency fluctuations and political instability. An investment in the Fund is not a bank depaosit and is not insured or guaranteed by the Federal Depostt Insurance
Corporation or any other govemment agency. These and other risks ore more fully describe in the fund’s prospectus.

* The style box reveals a fund's investment strategy by displaying the fund’s nvestment style and the market capitalization of the stocks owned.

3 Information is subject to change and is not intended to represent any past or future investment recommendations.

" Alphq, Beta, R-5quared, Standard Deviation and Sharpe Ratio are 5 year statistics that represent the fund’s oldest share class. Alpha is a measure of a fund’s actual retums
and expected performance, given its level of risk (s measured by beta). Beta reflects the sensitivity of the fund’s retum to fluctuations in the market index. R-squared

indicated how much of a fund's fluctudtions were attributable to movements in the fund’s benchmark, Stondard deviation is o measure of how volatile a fund’s retums are.
Sharpe ratio is o meosure of a fund’s risk-adjusted performance.

Investors should consider the investment objectives, risks, charges and expenses of a fund carefully befors I WADDEI.L
invasting. For a prospectus, or If avallable, a summary proapectus containing this and other information for the | &REED
Waddell & Reed Advisors Funds, call your financial advisor or visit us online at www.waddell.com. Please read the |

prospectus carefully before investing. Advisors Funds

Mot A Degostt | Mot FDIC Insuredd | May Lose Value k Mo Bonk Guarantee | Mot Insured By Any Federal Government Agency Waddell & Reed, Inc. MFAI787 (112



vy

Q4/11 Portfolio information as of December 31, 2011

Infinite Loop Cotegary: %
Global Rebalancing

FUND PERFORMANCE"? LIPPER RANKINGS
Average Annual Total Returns Category: Lipper Intemational Multi-Cap Core
MSCI AC World ex  Lipper Int. Multi- Funds .
Perlod Class A NAY Class Aload ClassY US.A Cap Core Rank Percentile
3-Month 4.82% -1.21% 4.84% 3.72% 4.08% 1-Year 124/213 58
YTD -15.02% -19.91% -14.94% -13.71% -13.64% 3-Year 81,200 41
1-Year -15.02% _19.91% _14.94% 13.71% .13.64% Rankings are for Class A Shares and are based on average
annual total retums, but do not consider soles charges,

3-Year 2.38% 7.25% 9.40% 10.70% 8.47%
Life -2.57% -3.73% -2.50% -3.82% -4.87% MORNINGSTAR STYLE BOX3
Gross Expense 1.65% 1.65% 1.67% - -
Net Expense 1.65% 1.65% 1.65% - - Source: Momingstar
Inception 4207 4207 47207 - - §
Calendar Year Returns

MSCI AC Worldex  Lipper Int. Multl- E
Year Class A Class Y U.S.A, Cap Core £

) 2011 -15.02% ~14.94% -13.71% -13.64%

2010 11.78% 11.67% 1.15% 11.41% ! § . i
2009 37.78% 37.84% 41.45% 33.31% VALE  BLEND  GROWTH THORT T LoNG
2008 -40.35% -40.35% -45.53% -43.02%
Data quoted is past performance and current parformance may be lower or higher. Past performance Is PORTFOLIO MA
no guarantee of future results. Investment return and principal value of an investment will fluctuate, and 0 NAGEMENT
shares, when redeemed, may be worth mone or less than their original cost. Michael L. Avery

! Parformance ot net asset value (NAY) does not Indude the effect of sales charges. Class A share
performance, including sales charges, reflects the mamdmum applicable front-end sales load of
5.75%. Class Y shares are not subject to sales charges.

2 MSCI AC World Ex USA is an unmanaged index comprised of securities that represent the securities
around the world excluding the USA. It is not possible to invest directly in an Index. Source: MSCL.
MSCI makes no express or impfied waranties or representations and shall have no liability whatsoever
with respect to any MSCI data contoined herein. The MSCI data may not be further redistributed or
used to create indices or financial products. This report is not opproved or produced by MSCI.

GROWTH OF A $10,000 INVESTMENT Ciass A shares- 4/2/2007 - 12/31/2011

Ivy Investment Management Co.
33 years In industry
4 years with fund

OBJECTIVE

Ta seek to provide copital growth and appreciation.

INVESTMENT APPROACH

15,000

$8,856
10,000 ¢ : e
5,000

$10,000 inta? fnvestment
407 §07 9}07 12/07 3008 6/08 $/08 12/08 3/09 609 909 12/093/10 &/10 91012/103/11 &11 /1112

Assumes an Investment over 10 years or Iife of the share ckiss, reinvestment of dividends ond capltal gains, and
does not Include the effect of soles charges or toes.

The Fund seeks to provide investors a well-diversified portfolio
of international stacks, with modest complement of bonds, by
nvesting primarily in Class | shares of vy Funds intemational
mutual funds. Each underlying fund, in tum, invests ina
diversified portfolio of primarily foreign securitles of issuers in
developed as well as emerging markets, The portfolio
manager has the flexibility to adjust the mix so that any one
fund might represent between 10 and 60 percent of the
portfolio.



IvY

Q4/11 Portfolio information as of December 31, 2011 Infinite Loop Cotegory: %
Globat Rebaloneing
PORTFOLIO COMPOSITION?* TOP 5 SECTORS*
{as a % of net assets) {as a % of equity holdings) TICKER SYMBOL
e - 92.2% Financials 20.6% Class A IVTAX ClassY IVTYX
Foreil tocl .
Corelgn » :m:n v Informetion Technology 15.3% ClassB  IVIBX  Class|  IVTIX
rate Bonds ,
B Industrigls 11.8% ClassC  IVTCX
Dornestic Common Stock 0.8%
Telecommunication Services 11.3%
Cash and Cash Equivalents 4.3% s
_Energy 9.0% PORTFOLIO CHARACTERISTICS
. Fund Inception 4/2/2007
TOP 10 EQUITY HOLDINGS?* TOP 5 COUNTRIES* . .
(as a % of net gssets) {05 % of equity hokdings) Net Assets $173.6 mil
Dividends Annually
China 14.7%
Lotol (France) 23% _—r Turnover Rate (9/30/201 1) 2%
Telstra Corp. (Australia) 2.2% United Kingdom 12.4%
Alpha -0.59
Sanofi-Aventis {Fronce) 1.8% France . 2.0% Beta 093
Samsung Electronics Co., Ltd. (South Korea) 1.8% South Korea B.3% R Squored 06.04
i i . Australia 7.2% -
China Unicom Ltd, {China) 1.6% ; Standard Deviotion 2197
Unilever ple {United Kingdorn) 1.5% PORTFOLIO COMPOSITION Sharpe Ratio 0.42
Royal Dutch Shell plc, Class A (United {os a % of net assets)
—fingdom) 1.4% vy Pacific Opportunities Fund 35.5%
Bayer AG (Germany) 1.4%
vy Intemational Balanced Fund 22.3%
Vivendi Universal (France} 1.4%
ZTE Corp, H Shares {China) 1.4% by I Combquityfunds  20.5%
Ivy Intemational Growth Fund 11.1%
Ivy European Qpportunities Fund 10.4%

Conslder all factors. Intemational investing involves additional risks, including currency fluctudtions, palitical or economic conditions affecting the foreign country, and differences in
accounting standards and foreign regulotions. These risks are magnified in emerging markets. Investing in a single region involves greater risk and potential reward than investing in a
more diversified furd. The performance of the Fund will depend on the success of the allocations among the chosen underlying funds, As with any mutual fund, the value of the Fund’s
shares will change, and you could lose money on your investment. An investment in the Fund is not a bank deposit and is not insured or guaranteed by the Federal Deposit Insurance
Corpomtlon or any other govemment agency. These and other risks are more fully describe In the fund's prospectus. Not all funds or fund classes may be offered ot oll broker/dealers.
? The style box reveals a fund’s investment strategy by displaying the fund’s investment style and the market capitolization of the stocks owned. The style box reveals o fund's investment
strategy by displaying the average credit quality of the bonds owned and the interest rate sensitivity, as measured by a bond's maturity. The Momingstar Style Box reveals a fund’s
Investment style as of the dated noted on this report. For fixed-income funds, the vertical axis shows the credit quality of the bonds owned and the horizontal axis shows interest rate
sensitivity as measured by a bond’s effective duration. Momingstur seeks credit rating information from fund companies on a periodic basis {e.qg., quarterly). In compiling credit rating
information, Moemingstar instrudts fund companies to only use ratings that have been assigned by a Nationally Recognized Statistical Rating Crganization (MRSRCY). If twe NRSROs
have rated a security, fund comparnies are to report the lowest rating; i three or more NRSROs have rated the sume security differently, fund companies are fo report the rating that is
in the middle. Credit quality breakdowns are shown for corporate-bond heldings and depict the quality of bonds in the underlying porifolio. The report shows the percentage of fixed-
incorne securities that fall within each credit quality rating as assigned by an NRSRO. Bonds not rated by an NRSRO are included in the not rated {NR) category, PLEASE NOTE:
Momingstar, Inc. is not itself an NRSRO nor does it Issue a credit rating on the fund. An NRSRO rating on a fixed-income security can change from time-to-fime. For credit quality,
Momingstar combines the credit rating information provided by fund companies with an average default rate colculation to come up with a weighted-average credit quolity. The
weighted-avernge credit quality is currently a letter that roughly comesponds to the scale used by a leading MRSRO. Bond funds are assigned o style box placerment of "low,”
“medium,” or “high” based on their average credit quality. Funds with a low aredit quality are those whose weighted-average credit quality is determined to be less than “BBB-;
mediurmn are those less than “AA-” but greater or equal to *BBB-;* and high are those with a with o welghted-average eredit quality of *AA-" or higher. When classifying a bond
portfolio, Momingstar first maps the NRSRO credit ratings of the underlying holdings to their respective default rates {as determined by Momingstar’s analysis of actual historical defoult
rates). Momingstar then averages these default rates to determine the average default rate for the entire bond fund. Finally, Momingstar maps this average default rate to its
carresponding credit rating along a convex curve. For interest-rate sensitivity, Momingstar obtains from fund companies the average effective duration. Generally, Momingstar classifies
a fixed-income fund’s interest-rate sensitivity based on the effective duration of the Momingstar Core Bond Index (MCBI), which is currently three years. The dassificotion of Limited will
be assigned to those funds whose average effective duration is between 25% to 75% of MCBI's average effective duration; funds whose average effective duration is between 75% to
125% of the MCBI will be clossified as Moderate; and those that are at 125% or greater of the average effective duration of the MCBI will be dlassified as Extensive.

Information is subject to change and is not intended to represent any past or future investment recommendations.
Alpha, Beta, R-Squared, Standard Deviation ond Sharpe Ratic are 3 year statistics that represent the fund’s oldest share class. Alpha is a measure of o fund’s actual returns and
expected performance, given its level of risk {as measured by beta). Beta reflects the sensitivity of the fund’s return to fluctuations in the market index. R-squared indicated how much of

a fund‘s fluctuotions were attributable to mavernents in the fund"s benchmark. Standord deviation is @ measure of how volatile a fund's retums are. Sharpe ratio is 0 measure of a
fund’s risk-adjusted pedformance.

tors should Idar the | tment objectives, risks, charges and expenses of o fund corefully before o
investing. For a prospectus, or if available, a y prospectus, contoining this and other information for the vy v I UNDS
Funds, call your finoncial cdvisor or visit us online at www.ivyfunds.com. Please rend the praspactus or summary THE WORLD COVERED"
prospectus carefully before investing.

Mot A Deposit | Mot FDIC Insured | Moy Lose Value | No Bank Guarantee | Not Insured By Any Federal Government Agency Ivy Funds. Distributor, Ine. TMF7375 (0112}



Waddell & Reed Advisors

Municipal Bond Fund [UNMBX]

Q4/11 Porifolio information as of December 31, 2011

FUND PERFORMANCE'?

LIPPER RANKINGS

Average Annual Total Returns

Category: Lipper General Municipal Debt

Lipper General Funds
Period Class A NAV Class Atoad  S&P Municipal Bond  Municipal Debt Rank Percantila
3-Month 1.99% -2.35% 2.03% 2.18% 1-Year 186/245 76
YTD 9.84% 5.17% 10.65% 10.56% 3-Year 145/322 66
1-Year 9.84% 3.17% 10.65% 10.56% S-Year 7193 4
3-Year 8.55% 5.99% 212% 9.54% 10-Year 37/161 23
5 Year 5.47% 4.56% 4.86% 3.71% Rankings are for Closs A Shares and are bosed on average
annual total returns, but do not consider sales charges.
10-Year 5.02% 4.56% 5.356% 4.36%
Life 6.03% 5.90% - —
Gross Expense 0.95% 0.95% - - MORNINGSTAR STYLE BOX?
Net Expense 0.95% 0.95% - - Source: Momingstar
Inception 11/5/76 11/5/76 — . - i = F -
Calendar Year Returns g
Year Class A S&P Municipal Bond Lipper General Municlpal Debt e
2011 9.84% 10.65% 10.56% ng
2019 2.92% 2.45% 1.73% —_ Sl
2009 13.15% 14.62% 16.85% i g
2008 -1.18% 509% - 9.09% ——— e+ =l
2007 3.26% 2.81% 1.38%
2006 3.65% 2.30% 5.0 PORTFOLIO MANAGEMENT
2005 2.00% 4.16% 3.70%
2004 3.47% 4.95% 4.14% nggjélrglﬁegﬁ:vestment Management Co.
2003 4.70% 5.82% 5.34% 23 yeors in industry
2002 9.12% 9.11% 8.63% 11 years with fund

Data quoted is past performance and current performance may be lower or higher. Past performance is no
guarantee of future results. Investment retum and principal value of an investment will fluctuate, and
shares, when redeemed, may be worth more or less than their erlginal cost. Please visit www.waddell.com
for the most recant month-end performance.

' Performance at net asset value (NAV) does not Include the effect of sales charges. Class A share
parformance, including sales charges, reflacts the masimurn applicable front-end soles load of 4.25%.
Class Y shares are not subject to sales charges,

Standard & Poor's Municipal Bond is an unmanaged index comprised of bonds held by manoged
municipal bend fund customers of Stondard & Poor's Securities Pricing, Inc. that are priced daily. It is
not possible to invest directly in an index.

~

GROWTH OF A $10,000 INVESTMENT Clas: A shares- 12/31/2001-12/31/2011

20,000
$16,3

15,000
10,000

5,000
$10,000 Initial Investment
1201 1202 1203 1204 1205 1206 1207 1208 1209 1200 11

Assumes an Investment over 10 years or Ife of the share class, reinvestment of dividends and capital gains, and
does not Include the effect of sales charges or troms.

OBJECTIVE

To provide income that Is not subject to federal Income tax.

INVESTMENT APPROACH

Our investment approach uses a cowtious tep-down
management style that seeks to de-emphasize aggressive
interest-rate bets in favor of opportunities presented by the
shape and slope of the yleld curve, while keeping overall Fund
duration relatively neutral to our benchmork. Prudent
diversification between sectors, states, security structures,
positions and ratings categories is strongly emphasized, with
the goal of reducing overall risk and performance volatility.



Waddell & Reed Advisors

Municipal Bond Fund [UNMBX]

‘ Q4711 Porifolio information as of December 31, 2011

PORTFOLIQ COMPOSITION? QUALITY*® TICKER SYMBOL
{us o % of net ossets) {os a % of bond holdings)

Class A UNMBX

Revenue Bonds 55.1% Govt 0.0% ClossB  WBMBX
Insured Bonds 23.7% AAA 4.3% ClassC  WCMBX
General Obligotion Bonds 7.1% AR 32.1% PORTFOLIO
A 34.4%
Aot ol A o - ya3%  CHARACTERISTICS™
Cash and Cash Equivalents 7.8% = -
BB 0.1% Fund Inception 11/5/1976
TOP 10 HOLDINGS* B 0.0% Met Assets $827.2 mil
{as a % of net assets) Below CCC 0.1% Dividends Monthly
Nen-Rated 5.6% Tumover Rate {%/30/2011}) 5%
TX Tpk Authority, Central TX Tumpike System, Number of Hold -
First Tier Revenue Bonds, Seres 2002-A 1.5% 4 umber oldings
CI' of Philadelphia, PA, G | Obligati A Alpha 1.74
ity iladelphia, enerd igation %, of bond holdi .
Refunding Bonds, Series 2008A 1.4% % ond holdings) — Beta e
WA Public Power Supply System, Nuclear Proj - R-Squared 94.27
No. 1, Refunding Revenue Bonds, Series 9898 1.2% 1-5 Years 13.8%
Standard Deviati 4.31
North TX Tollway Authority, System Revenue 610 Years 12.2% orc Devicfion
Refunding Bonds, Series 20080 1.2% 11-20 Years 21.9% Sharpe Ratio 0.95
IN State Ofc Bldg Comsn, Capitol Complex Rev 0 Y a5.8 Average Maturity years 14.75
Bonds, Series 19908 (St Ofc Bldg | Facility) 1.1% 289 feus 5% : .
L Effective Duration years 8.10
Pernsylvania $t Tok Commn 0.9% Consider all factors. Fixed income securities are
2 LBt - subject o interest rate risk and, as such, the net 30 Day SEC Yield 2.70%
State of CA, Various Purpose Gen Obl Bonds 0.9% asset value of the fund may fall as interest rates
. fise. As with ony mutual fund, the value of the
bml'm :t:; lII'I degdSICth IZ':::::QB(D::USSEZ; ;)(?0 4 0.8% Fund’s shares will change, and you could lose
oim ox Schoo’ Tulcng tonds,ol - money on your investment. An investment in the
Miami-Dade Cty, FL, Water and Sewer System Fund is not a bank deposit and is not insured or
Rev Refunding Bonds, Series 20088 0.7% g d by the FDIC or any other government
" . These and other risks are more fully
Cmnwlth of PR, Public Improvement Refunding cgency. B
Bonds (General Obligation Bonds), Series 2004 A 0.7% described in the fund’s pros| s. The Fund may

a

~

include a significant portion of fts investrments that
will pay interest that is taxable under the
Alternative Minimum Tax (AMT).

The style baxes reveal a fund’s investment strateqy by displaying, for fixed income, the average credit quality of the bonds owned and the interest rate sensitivity, os measured by a bond’s
maturity. The Momingstar Style Box reveals a fund’s investment style as of the dated noted on this report. For fixed-income funds, the vertical axis shows the credit quality of the bonds
owned and the horizontal axis shows interest rate sensitivity as measured by a bond's effective duration. Momingstar seeks credit rafing information from fund companies on a periodic
basis (e.g., quarterly). In compiling credit rating information, Momingstar instructs fund companies to only use ratings that have been ossigned by a Nationally Recognized Statistical
Rating Organization (NRSRO). If two NRSROs have rated a security, fund companies are to report the lowest rating; i three or more NRSROs have rated the same security differently,
fund companies are to report the rating that is in the middle. Credit quality breakdowns are shewn for corporate-bond holdings and depict the quality of bonds in the underlying portfolio.
The report shows the percentage of fixed-income securities that fall within each credit quality rating as assigned by an NRSRO. Bonds not rated by an NRSRO are included in the not
rated (NR) category. PLEASE NOTE: Momingstar, Inc. is not itself an NRSRO nor does it issue a credit rating on the fund. An NRSRQ rating on a fixed-income security can change from
time-to-time. For credit quality, Momingstar combines the credit rating information provided by fund companies with an average default rote calculation to come up with a weighted-
average credit quality. The weighted-averoge credit quality is curmently a letter thot roughly corresponds to the scale used by a leading NRSRO. Bond funds are assigned a style box
placernent of “low,” “medium,” or "high” based on their average credtt quality. Funds with a low credit quality are those whose weighted-average credit quality is defermined fo be less
than "BBB-;* medium are those less than “AA-," but greater or equal to *BBB-;* and high are those with a with o weighted-average credit quality of “AA-" or higher. When classifying a
bond partfolio, Momingstar first maps the NRSRO credit ratings of the underlying holdings to thelr respective default rates (as determined by Momingstar’s analysis of actual historical
default rates), Momingstar then averages these default rates to determine the average default rate for the entire bond fund. Finally, Momingstar maps this average default rate to its
cormesponding credit rating along a convex curve. For interest-nate sensitivity, Momingstar obtoins from fund companies the average effective duration. Generally, Momingstor classifies a
fixed-income fund's interest-rate sensitivity based on the effective duration of the Momingstar Core Bond Index (MCBI), which is currently three years, The classification of Limited will be
assigned to those funds whose average effective duration is between 25% to 75% of MCBI's average effective duration; funds whese average effective duration is between 75% to 125%
of the MCBI will be classified as Moderate; and those that are at 125% or greater of the averoge effective duration of the MCBI will be classified as Extensive. For municipal bond funds,
Momingstar also obtains from fund companies the average effective duration. In these cases, static breakpoints are utilized. These breakpoints are as follows: (i} Limited: 4.5 years or less;
(i) Moderate: more than 4.5 years but less than 7 years; and {iif} Extensive: more than 7 years. In addition for non-US taxable and nen-US domiciled fixed income funds static duration
breakpoints are used: (i) Limited: less than or equal to 3.5 years; (i} Moderate: greater than 3.5 and less than or equal to 6 years; and (i) Extensive: greater than 6 yeors.

Information is subject to change and is not intended to represent any past or future investment recommendations.

Ratings ohtained from Standard & Poor’s. For securities not rated by Standard & Poor's, ratings obtained from Moody's.

Alpha, Beta, R-Squared, Standard Deviation and Sharpe Ratio are 5 year statistics that represent the fund's oldest share class. Alpha is @ measure of a fund’s actual retums and expected
performance, given its level of risk {as measured by beta). Beta reflects the sensitivity of the fund’s retum to fluctuations in the market index. R-squared indicated how much of a fund's
fluctuations were attributoble to movements in the fund’s benchmark. Standard deviation is a measure of how volatile a fund's retums are. Sharpe ratio is a measure of a fund’s risk-
adjusted performance.

30-Day SEC Yield represents hypothetical net investment income eamed by a fund over a 30-day peried, expressed as an annual percentage rate based on the fund's share price ot the
end of the 30-day period. This hypothetical income will differ (at times, significontly) from the fund's actual experience; os o result, income distributions from the fund may be higher or
lower than implied by the SEC yield.

Investors should consider the investment objectives, risks, charges and expenses of a fund carsfully before Investing. WADDEI.L
For a prospectus, or if avallable, a summary prospectus containing this and other information for the Waddell & Reed &REE)
Advisors Funds, cell your financial advisor or visit us online at www.waddell.com. Please read the prospectus or

summary prospectus carefully before investing. Advisers Funds

Mot ADepost | Not FDICnsured | May Lose Value | No Bank Guarantee | Not Insured By Any Federal Gavemment Agency Waddell & Reed, Inc. MFATBOO (MN12)
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Waddell & Reed Advisors

Srali Cap Fund [UNSAX]

i

Q4/11 Portpoiic information as of December 31, 2011

FUND PERFORMANCE>**
Average Annual Total Returns

Russell 2000  Lipper Small-

Period Class ANAY  Class A Load Class Y Growth Cap Growth
3-Month 9.93% 3.61% 10.11% 14.99% 13.25%
YTD -5.49% -10.93% S5.11% -2.91% -3.43%
1-Year -5.49% -10.93% 5.11% -2.91% -3.43%
3-Year 22.47% 20.07% 23.16% 19.00% 19.01%
S-Year 4.26% 3.04% 4.86% 2.09% 1.42%
10-Year 6.43% 581% 7.03% 4.48% 4.23%
Life £.95% 6.43% 7.54% - -
Gross Expense 1.54% 1.54% 1.06% - -
Net Expense 1.54% 1.54% 1.06% - -
Incepti 10/4/99 10/4/99 10/4/599 - -
Calendar Year Returns

, Russell 2000 Lipper Small-
Year Class A Class Y Growth Cap Growth
2011 -5.49% S5.11% -2.91% -3.43%
2010 35.94% 36.83% 29.09% 27.62%
2009 42.97% 43.89% 34.47% 36.20%
2008 -37.71% -37.33% -38.54% -42.10%
2007 7.69% B.27% 7.05% 9.68%
2006 6.16% 6.66% 13.35% 10.65%
2005 12.37% 12.97% 4.15% 5.34%
2004 13.26% 13.87% 14.31% 10.79%
2003 34.52% 35.35% 48.54% 44.77%
2002 -16.70% -16.17% -30.26% -27.63%

Data quoted is past performance and current performance may be [ower or higher. Past performance 1s
no guarcntee of future results. Investment retum and princlpal value of an investment will fluctuate, and
shares, when redeemed, may be worth more or less than their original cost. Pleasa visit
www.waddell.com for the most recent month-end performance.

Performance at net asset value {NAYV) does not Include the effect of sales chorges. Class A share
performance, induding sales charges, reflects the maximum applicable front-and salas load of
5.75%. Class Y shares are not subject to sales charges.

Performance results include the effect of expense reduction amangements. i those amangements had
not been in place, the performance results would have been lower.

Russell 2000 Growth is an unmanaged index comprised of securities thot represent the small cap
sector of the stock market. It is not possible to invest directly in an index.

Performance results include the effect of a voluntary fee waiver in effect through September 16,
2014&. If those arrangements had not been in place, the performance results would have been lower.

GROWTH OF A $10,000 INVESTMENT Ciass A shares- 12/31/2001 - 12/31/2011

25,000

20,000

15,000 o
e iy

10000 g
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Assurnes an Investment over 10 years or life of the share class, reinvestment of dividends ond capital galng, and
does not include the effect of sales charges or taxes.

&
]
-
Infinite Loop Cotegory: 5
Innovation & Tronsformation

% & %k

Overall Momingstar Rating®

Class A Shares among 676 Small Growth funds.
Based on risk-adjusted retums. The fund received
4 stars for the 3-year period among 676 funds,

4 stars for the 5-year period among 573 funds and
4 stars for the 10-year period among 368 funds.

LIPPER RANKINGS
Category: Lipper Small-Cap Growth Funds

Rank Percentile
1-Year 3721511 73
3-Year B2/444 19
3-Year 43/388 12
10-Year 24/252 10

Rankings are for Class A Shares ond are based on average
annual total retums, but do not consider sales charges.

MORNINGSTAR STYLE BOX®

i

E
Y

v
|
B

"aAllE  BIEND  SROWTH

PORTFOLIO MANAGEMENT

Timothy J. Miller, CFA
Waddell & Reed Investment Management Co.
32 years in industry
1 year with fund

OBJECTIVE

To seek to provide growth of capitol.

INVESTMENT APPROACH

We empioy a bottom- up process focusing on companies we
believe have a long-term growth potential and superior
financial characteristics, and therefore we believe o be of
higher quality than many other small.-cap companies. We
seek companies with aggressive or creative, and strong,
management, technological or specialized expertise, new or
unique products or services, entry into new or emerging
industries, growth In eamings/growth in soles/positive cash
flows, security size and liquidity.



Waddell & Reed Advisors

Smali Cap Fund [UNSAX]

' Q4/11 Portfolio information as of December 31, 2011 Infinite Loop Category: [T
Innovation & Transformation ki

PORTFOLIO COMPOSITION® TOP 5 SECTORS®
(as a % of net assets) ( as a % of equity holdings) TICKER SYMBOL
Information Technaology 31.0% Class A UNSAX  ClassY  WRSYX
Domestic Common Stock 97.6% industrials 18.4% ClassB  WRSBX
Cash and Cash Equivalents 2.4% Consumer Discretionary 16.5% Class C WSCCX
Finandials 14.4%
TOP 10 EQUITY HOLDINGS® Health Core 11.4% PORTFOLIO CHARACTERISTICS’
a3 0 % of net assets) Fund Inception 10/4/1999
QSI Systems Inc 4.0% Net Assets $651.2 mil
Westinghouse Air Broke Technologies 3.8% Dividends Annually
Panera Bread Company 3.4% Tumover Rate (9/30/2011} 70%
Zumiez 3.3% Number equity holdings 57
SVB Financial Group 3.2% Median market cap $1.7 bil
MICROS Systems 3.1% Alpha 2.20
Ultimate Software 3.1% Beta 0.90
Volcano 3.0% R-Squared 93.72
Affiliated Manogers Group 2.7% Stondard Deviation 23.02
Vail Resorts, Inc. : 2.7% Sharpe Ratio 0,13

Consider all factors. Investing in smaoll-cap stocks may camry more risk than investing in stacks of larger, more well-established companies. As with ony mutual fund, the value of the
Fund’s shares will change, and you could lose money on your investment. An investment in the Fund is not a bank deposit and is not insured or guaronteed by the Federal Deposit
Insurance Corporation or any other govemment agency. These and other risks are more fully described in the fund’s prospectus.

* The style box reveals a fund’s investment strategy by displaying the fund’s investment style and the market capitalization of the stocks owned.
* Information is subject to change and is not intended to represent any past or future Investment recommendations.

7 Alpha, Betn, R-Squared, Standard Deviation and Sharpe Ratle are 5 year statistics that represent the fund’s oldest share class. Alpha is a measure of a fund’s actual retums
and expected performance, given its level of risk (as measured by beta). Beta reflects the sensitivity of the fund’s return to fluctuations in the market indesx. R-squared
indicated how much of a fund’s fluctuations were attributable to moverents in the fund’s benchmark. Standard deviation is a meosura of how volatile a fund’s returms are.
Sharpe ratic is a measure of a fund’s risk-adjusted performonce.

" For each fund with ot least a 3-year history, Momingstar calculates a risk-adjusted retum measure that accounts for variation in a fund's monthly performance {induding the
gffects of all sales charges), placing emphasis on downwoard varigtions and rewarding consistent performance. The top 10% of funds in each category recetve 5 stars, the next
22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% recejve 2 stars and the bottom 10% receive 1 star. (Each shore closs is counted as a fraction of one fund
and rated separately.) A fund's overall rating is derived from a weighted average of the 3-, 5- and 10-yeor (if applicable) rating metrics. Momingstar Rating is for the share
classes specified; other closses may have different performance characteristics.

Investars thould consider the investmant objactives, risks, charges and expenses of a fund carefully before WADDH.L
Investing. For a prospectus, or if avallable, a summary prospectua containing this end other Information for the &REE[)
Waddell & Reed Advisors Funds, call your financlal advisor or visit us onfine at www.waddell.com. Please reod the

proapectys or summary praspectus carefully before investing. Advisors Funds

Mot A Depostt | Not FDIC Insured | Moy Lose Volue | No Bank Guarantee | Not Insured 8y Any Federat Government Agency Woddell & Reed, Inc. MFA1791 {0112)



Waddell & Reed Advisors

Science and Technology Fund [UNSCX]

| Q4/11 Poryoliv information as of December 31, 2011

FUND PERFORMANCE!?
Average Annual Total Returns

Infinite Loop Categery: ﬁs

Innovation & Transformation

% ¥ ¥k

Owverall Morningstar Rating*

Class A Shares among 186 Technology funds.
Based on risk-adjusted returns. The fund received
1 stars for the 3-year period among 186 funds,

4 stors for the S-year period among 1469 funds and
5 stars for the 10-year period among 133 funds.

LIPPER RANKINGS
Category: Lipper Science & Technology Funds

Rank Percentite
1-Year 76/159 48
3-Year 133147 90
S-Year 36/138 26
10-Year 8105 8

Rankirgs are for Class A Shares ond are based on average
annuol total retums, but do not consider sales charges,

MORNINGSTAR STYLE BOX*®

S&P North

Ameri Tech Lipper Science
Period Closs ANAY  Class A Load Class Y Sector & Technology
3-Month 5.64% 0.44% 5.82% 7.66% 6.76%
YD -5.16% -11.55% -5.74% -0.88% 7.37%
1-Year -6.16% -11.55% S5.74% -0.88% -7.37%
3-Year 14.53% 12.29% 14.95% 22.14% 21.61%
S-Year 4.49% 3.26% 4.86% 3.84% 2.48%
10-Year 5.84% 5.21% 6.23% 2.44% 2.14%
Life 11.17% 11.06% 10.61% - -
(Sross Expense 1.36% 1.36% 1.03% - -
Net Expense 1.36% 1.36% 1.03% - -
Inception 5/16/50 S16/50 S/16/50 - -
Calendar Year Returns

5&P North
Ameri Tech Lipper Science

Year Class A Class Y Sector & Technology
2011 -6.16% -5.74% -0.88% -7.37%
2010 12.16% 12.44% 12.65% 20.21%
2009 42.73% 43.32% 63.19% 60.45%
2008 -33.25% -33.01% -43.33% A3.77%
2007 24.22% 24.59% 16.94% 16.76%
2006 7.57% 7.98% 8.98% 6.73%
2005 17.20% 17.47% 2.02% 5.37%
2004 16.20% 16.72% 2.92% 4.11%
2003 32.01% 32.52% 54.18% 51.31%
2002 -26.78% -26.46% -40.27% -41.38%

Data quoted is past performance and curent performance may be lower or higher. Past performance is
no guarantes of future resulis. invastment retum and principol value of an investment will fluctute, and
shares, when redeemed, may be worth more or less than their original cost. Please visit www.waddell.com
for the mast recent month-end performance.

! Performance at net asset value {(NAY) does not Include the effect of soles charges. Class A share
performance, including sales charges, reflects the maximum applicable front-end sales load of
5.75%. Class Y shares are not subject to sales charges.

S&P North Ameri Tech Sector is an unmanaged index comprised of securities that represent the
technology sector of the stock market. It is not possible to invest directly in an index.

GROWTH OF A $10,000 INVESTMENT Closs A shares- 12/31£2001-12/31/201)

25,000
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$10,000 inttta tnvestment

20 TEE 1202 1304 1305 1208 1307 1208 1209 1Zi0 19

Assumes an Investment over 10 years or Ie of the shore class, relnvestment of dividends ond caphtal gains, ond
does not include the effect of sales chorges or toxes.

Source: Momingstar
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TVALE  BLEND  GROWTH
PORTFOLIO MANAGEMENT

Zachary H. Shafran
Waddell & Reed investment Management Co.
23 years in industry
10 years with fund

OBJECTIVE

To seek to provide growth of capital.

INVESTMENT APPROACH

Invests primarily in equity securities of science and technology
companies arcund the globe. The fund may also invest in
companies that utilize science and/for technology to
significantly enhance their business opportunities. We typicolly
emphasize growth potential in selecting stocks; that is, we
seek companies in which eamings are likely to grow faster
than the economy. We aim to identify strong secular trends
within industries and then apply a bottom-up stock selection
process by considering a number of factors in selecting
securities, including growth and earnings potential, quality of
management, industry/market size potentiol, and applicable
market and economic conditions.



Waddell & Reed Advisors

Science and Technology Fund JUNSCX]

| Q4/11 Portolio information as af December 31, 2011 Infinite Loop Cotegory:
Innovation & Transformation =
PORTFOLIO COMPOSITION? TOP 5 COUNTRIES* TICKER SYMBOL
of ity holdi
(as @ % of net assets) (5 0 % of equity holdings) Class A UNSCX ClassY  USTFX
United States 85.3%
Domestic Common Stock 77.4% L T
South Karea 3.1% ClassC  WCSTX
Foreign Common Stock 15.8% China 3.09%
Corporate Bonds 0.3% Brazil 3.0%
Cash and Cash Equivalents 6.5% PORTFOLIO CHARACTERISTICS®
Germany 0.9%
Fund Inception 5/16/1950
Net Assets $2.0 bil
TOP 10 EQUITY HOLDINGS* TOP 5 SECTORS* - I
{as @ % of net assets) ( as o % of equity holdings) Dividends Semi-Annually
Allignce Data Systems 8.4% Information Technology 70.0% TumaverRate) (/30/20111) Lk
- Health C 12.0% Number holdings 81
Aspen Technology 7.9% ealth Care i . .
. Median rmarket cap $2.0 bil
Apple 7.0% Industrials 6.9%
c Alpha 1.16
ACI Woddwide 5.4% onsumer Staples 6.7%
Samsung Electronics 4.8% Telecommunication Services 3.2% L 083
- R-Squared 86.96
Micron Technolo 21% Standard Deviation 20.19
Google A.0% Sharpe Ratic 0.15
Yertex Pharmaceuticals 3.8%
Cree 2.8%
Archer Daniels Midland 2.8%

Consider ali factors. Investing in companies involved in one specified sector may be more risky and volatile than an investment with greater diversification, As with ony mutual fund,
the value of the Fund's shares will change, and you could lose money on your investment, An investment in the Fund is not a bank depasit and is not insured or guaranteed by the
Federal Deposit Insurance Corporation or any other government agency. These and other risks are more fully described in the fund's prospectus.

? The style box reveals a fund's investment strategy by displaying the fund’s investment style and the market capitalization of the stocks owned.
* Information is subject to change and is not intended to represent any past or future invesiment recommendations.

% Alphq, Beto, R-Squared, Standard Deviation and Sharpe Ratio are 5 year statistics that represent the fund's oldest share class. Alpha is 0 measure of a fund’s actual returns
ond expected performance, given its level of risk (as measured by beta). Beta reflects the sensitivity of the fund's retum to fluctuations In the market index. R-squared
indicated how much of & fund’s fluctuations were attributable to mevements in the fund‘s benchmark. Standard deviation Is @ measure of how voldtile a fund’s retums are.
Sharpe ratio is a measure of a fund’s risk-adjusted performance.

For each fund with at least a 3-year history, Momingstar caleulotes a risk-adjusted return measure that aceounts for variation in a fund's monthly performance (including the
effects of all sales charges), placing emphasis on downward variations and rewarding consistent performance. The top 10% of funds in each category receive 5 stars, the next
22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars and the battom 10% receive 1 star. (Each share class is counted as a fraction of one fund
and rated separotely.) A fund's overall rating is derived from a weighted average of the 3-, 5- and 10-year (if appficable} rating metrics. Momingstar Rating is for the share
classes specified; other closses may have different performance choracteristics.

Investors should consider the invastment objectives, risks, charges end expenses of a fund carefully before
investing. For a prospectus, or If avallable, a summary prospsctus containing this and other Information for the
Waddell & Reed Advisors Funds, call your financial advizor or visit us online at www.waddell.com. Pleaze read the
prospectus or summary prospectus carefully before investing.

Net A Deposit | Not FDIC Insured | Moy Lose Value | No Bonk Guarantee | Not Insured By Any Federal Govemment Agency Waddell & Reed, Inc. MFAT7590 (0112}



Waddell & Reed Advisors

Energy Fund [WEGAX]

l Q4/11 Portslio information as of December 31, 2011

FUND PERFORMANCE'*?

Average Annual Total Returns

S5&P 1500 Lipper Natural

Period Class ANAV ~ Class A Load Class Y Energy Sector Resources
3-Month 18.02% 11.24% 18.16% 18.23% 14.82%
YTD -10.18% -15.34% 9.69% 3.92% -5.75%
1-Year -10.18% -15.34% -9.69% 3.92% -5.75%
3-Year 15.33% 13.08% 16.01% 13.66% 15.64%
5-Year 4.38% 3.15% 4.98% 4.86% 226%
Life 3.92% 2.87% 4.50% 6.98% 2.37%
Gross Expense 1.63% 1.63% 1.10% - -
Net Expense 1.63% 1.63% 1.10% - -
Inception Date 3106 36 3106 - -
Calendar Year Returns

S&P 1500 Lipper Natural
Year Class A Class Y Energy Sector Resources
2011 -10.18% -9.69% 3.92% -5.75%
2010 227% 2.93% 21.37% 2}.30%
2009 39.67% 40.63% 16.41% 40.47%
2008 -47.03% -46.72% -35.82% -47.83%
2007 52.48% 53.25% 34.56% 39.64%

Data quoted is past performance and cumment performance may be lower or higher. Past performance Is
no guarantee of future results. Investment retum and principal value of an investment will fluctuate, and
shares, when redeemed, may be worth more or less than their original cost, Please visit
www.waddefl.com for the most recent month-end performance.

! Performance at net asset value (NAV} doss not include the effect of sales charges. Class A share
performance, including soles charges, reflects the maximum applicable front-end sales load of 5.75%.
Class Y shares are not subject to sales charges.

S&FP 1500 Energy Sector is an unmanaged index comprised of securities that represent the energy
sector of the stock market. It s not possible to irvest directly in an index.

Performance results include the effect of expense reduction amangements. If those amangements had
not been in place, the perfommance results would have been lower.

GROWTH OF A $10,000 INVESTMENT Class A shares- 3/1/2006-12/31/2011
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Agsumes on investment over 10 years or Iife of the share closs, reinvestment of dividends ond capitol goins, and
does not include the sffect of salez charges or toxes.

Infinite Loop Category: %
Raw Materials & Resources ]

LIPPER RANKINGS
Category: Lipper Natural Resources Funds

Rank Percentile
1-Year 70791 77
3-Year 46/70 65
5-Year 15/59 25

Rankings are for Class A Shares and ore bosed-on average
annual total retums, but do not consider sales charges.

MORNINGSTAR STYLE BOX*

Source: Momningstar

TVWE  WNIgIw
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CVALUE  BLEND  GROWTH

PORTFOLIO MANAGEMENT

David P. Ginther, CPA
Waddell & Reed investment Management Co.
16 years in industry
5 years with fund

OBJECTIVE

To seek to provide capital growth ond appreciation.

INVESTMENT APPROACH

The Fund seeks to achieve its objective by investing, under
nomal market conditions, at least BO% of its net assets in
securities of companies within the energy sector, which
includes all aspects of the energy industry, such as
exploration, discovery, production, distibution, or
infrastructure of energy and/or alternative energy sources.
After reviewing its market outlook for the energy industry and
then identifying trends and sectors, the manager uses o
research-orientated, bottom-up investment approach when
selecting securities for the Fund, focusing on company
fundamentals and growth prospects. In general, the Fund
emphaosizes companies that the manager believes are strongly
managed and can generate above-average, long-term capital
appreciation.



Waddell & Reed Advisors

Energy Fund [WEGAX]

O

Q4/11 Porifolio information as of December 31, 2011 Raw Materials & Resources
PORTFOLIO COMPOSITION? TOP 5 SECTORS’ TICKER SYMBOL
{as a % of net assets) { as a % of equity holdings) Class A WEGAX  Class Y WEGYX
Energy 91.4%
Domestic Commeon Stack 77.4% : ClassB  WEGBX
T —— =y Industrials 5.9% ClassC  WEGCX
Foreign Common Stock K als 6%
Cash and Cash Equivalents 3.0% Consumer Discretiona 1%
- = - PORTFOLIOQ CHARACTERISTICS®
Fund | i 3N,/2006
TOP 10 EQUITY HOLDINGS® TOP 5 COUNTRIES® und lnseption 20
{as a % of net assets) { 05 0 % of equity holdings) Net Assets $212.0 mil
Dividends Annuall
National Oilwell Varco 4.6% United States 79.8% L
Tumover Rate (9/30/2011) 21%
Schlumberger 3.9% Canada 5.2% -
Number holdings 59
Continental Resources 3.6% Netherlands 4.0% I -
Median market cap $10.9 bil
Anadarko Petroleum 3.6% United Kingdom 1.8%
N Alpha -0.23
Exxon Mobil 3.4% Switzerland 1.6%
- Beta 1.16
El Paso Corporation 3.3% R-Squared S
i 3.2
sl sals % Standard Deviation 29.96
Boker Hughes 2.8% Sharpe Ratio N
Halliburton 2.8%
Apache 2.8%

Consider All Factors. Investing in companies involved in one specified sector may be more risky and volatile than an investment with greater diversification. Investing in the energy
sector can be riskier than other types of investment activities because of o range of factors, including price fluctuation caused by real and perceived inflationary trends and political
developments, and the cost assumed by energy companies in complying with environmental safety regulations. As with any mutual fund, the value of the Fund’s shares will change,
and you could lose money on your investment. An investment in the Fund is not a bank deposit and Is not insured or guaranteed by the Federal Deposit Insurance Corporation or
any other government agency. These and other risks are more fully described in the fund’s prospectus.

-

The style box reveals a fund's investment strategy by displaying the fund's investment style and the market capitalization of the stocks owned.

Information is subject to change ond is not intended to represent any past or future investment recommendations.

S

Alpha, Beta, R-Squared, Standard Deviation and Sharpe Ratio are 5 year statistics that represent the fund’s oldest share class, Alpha is a measure of a fund’s actual retums
ond expected performance, given its level of risk (as measured by beta). Beta reflects the sensitivity of the fund’s return to fluctuations in the market index. R-squared
indicated how much of a fund’s fluctuations were attributable to movements in the fund's benchmark. Standard deviotion is a measure of how volatile a fund’s retums are.
Sharpe ratio is o measure of a fund’s risk-odjusted performoance,

Investors should consider the investiment objectives, risks, charges and expenses of a fund carsfully before WADDELL
investing. For a prospectus, or if avallable, a summaory prospectus containing this and other information for the &REED
Waddell & Read Advisors Funds, call your finonclal advisor or visit us online at www.woddell.com. Pleass read the

prospectus carefully before investing. Advisors Funds

Not A Deposit | Not FDIC Insured | May Lose Value | Mo Bank Guarantee | Mot Insured By Any Federal Government Agency Waddel| & Reed, Inc, MFA2098 (0112)



Retiree Healthcare Benefits
Plan & Trust
Board Meeting

Troy City Hall
500 West Big Beaver
Troy, Michigan 48084
(248) 524-3330

Administrative
Memo

Dear Board of Trustees,

It has been a while since we have met, so | wanted to write a short memo explaining
concerns about Waddell & Reed.

In November, the board was advised that Waddell & Reed did not have a proper audit
of their internal controls. This was a miscommunication. The report that was asked for
by our auditors (SAS 70) is now referred to by a different name. Waddell & Reed not
only has an audit of their internal controls, but the company is required to have several
different audits completed annually.

| have a hard copy of the extensive information if anyone is interested in reading it.
For your information, please review the letter from Bryan Wieferich of Waddell & Reed
as well as a copy of the information provided by Mr. Mark Buyle, Senior Vice President
and Associate General Counsel for Waddell & Reed.

Sincerely, .. ">
oA
S A
Monica Irelaf-—"

Pension Administrator



110 East Broodway

£ WADDELL
4 Mt, Pleasant, M| 48858

=] o i ?89-953-7888 = Fox 989-953-7887
I v é "S “‘REED Toll Free 800-256-0051

: i . bryanwieferich@wrodvisors.com
Financial Advisors™ www. woddell cormn

BRYAN M. WIEFERICH, CFP*

Finoncial Advisor

December 21, 2011

&,

City of Troy

Retiree Health Care Trust

Attn: Monica Irelan & Tom Darling
500 W Big Beaver Rd

Troy, MI 48084-5285

Dear Ms. Irelan & Mr. Darling:

Please find the enclosed packet of information from Waddell & Reed's Home Office in response to my
request for your auditors with further information on the SAS 70. | think you will find Mr. Buyle’s
explanation helpful. | have highlighted the details for the 3 enclosures, so if you have any further
questions for Mr. Buyle (or for myself) please let us know.

Enclosure 1 is the Annual Report for Waddell & Reed. This was their first response to our request for
the SAS 70. Initially, they felt the full Sarbanes-Oxley review that Waddell & Reed is subject to
addressed the Internal Control Procedures in question. Mr. Buyle references W&R’s structure and
the various audits we are subject to, and he points out that the Annual Report is not just our audited
financial statements, but that it does address the internal control issues (Part |, Item 9A on pages 58-
59).

Enclosure 2 is our Advisory Services Brochure, which Mark points out has the audited financial
statements for Waddell & Reed, Inc. I'm not sure this provides much ‘helpful’ information for the
Internal Controls, other than it shows we have them audited by an independent public accounting
firm.

Enclosure 3 is the actual SOC-1 (f/k/a SAS 70) report for Waddell & Reed Services Company,
conducted by KPMG. [t is what | feel to be the report your auditors were looking for when first
requested.

Please let me know if you have any questions or need further information. | value the relationship
we've built over the years, and | look forward to continuing that moving forward. | am happy to help in
any way | can, so don't hesitate to contact me at 800.956.0051 or bryanwieferich@wradvisors.com.

Respectfully,

o v

Bryan M. Wieferich, CFP®
CERTIFIED FINANCIAL PLANNER™ Professional
Waddell & Reed




:_7 p WADDEFLL MARK P. BUYLE
) Senior Vice President and
& STREED

) ; Associate General
Financlal Advisors™ SOC eneral Counsel

6300 Lamar Avenue
Post Office Box 29217

December 13, 2011 Shawnee Mission, KS 66201.9217
i 913-236-1928 Fax 913-236-3512

Email mbuyle@waddell.com

VIA HAND-DELIVERY

City of Troy

Retiree Health Care Trust

Attn: Monica Irelan, Plan Administrator
500 W Big Beaver Rd

Troy, MI 48084-5285

Dear Ms. Irelan:

In response to your request for information regarding the oversight and review of Waddell &
Reed, we offer the following information.

As a mutual fund complex, the Waddell & Reed organization is subject to multiple levels of
review, as opposed to a single level of review at many other firms. The mutual funds themselves
are audited annually by an independent certified public accounting firm. The results of the audit
are distributed annually to the mutual funds’ shareholders. The service providers to the mutual
funds are also subject to extensive regulation and independent review. The mutual funds’
principal underwriter (Waddell & Reed, Inc.), investment manager (Waddell & Reed Investment
Management Company) and transfer agent (W1 Services Company) are all whoily-owned
subsidiaries of Waddell & Reed Financial, Inc. (“WDR”). WDR is a public company whose
shares are traded on the New York Stock Exchange (“NYSE”). As a public company, WDR is
subject to extensive listing standards by the NYSE. In addition, WDR is required by the
Corporate and Auditing Accountability and Responsibility Act (a/k/a Sarbanes-Oxley) to
conduct an annual review of the company’s internal controls. Enclosed is a copy of WDR’s

@ most recent Annual Report. .A-eepy of WERR sxepert oo internal controls vwer financial

reparting is ieluded in Part ], Jtom 9A.

Among other things, WDR s internal controls report included a review of the following:

« Assessment of the design and operating effectiveness of selected internal controls related
to significant accouints and relevant assertions, in the context of material misstatement
risks;

« Assessment of the flow of financial transactions, including IT aspects, in sufficient detail

to identify points at which a misstatement could arise; '

Evaluation of company-level internal controls;

Performance of a fraud risk assessment;

Evaluation of controls designed to prevent or detect fraud; and

Evaluation of controls over the period-end financial reporting process.




City of Troy

Retiree Health Care Trust

Attn: Monica Irelan, Plan Administrator
December 13, 2011

Page 2

Each of the mutual funds’ service providers is individually subject to reviews in addition to the
independent reviews of the mutual funds and of WDR at the holding company level. Waddelt &
Reed, Inc., registered with the U.S. Securities Exchange Commission as a broker-dealer and
investment adviser, is audited annually by an independent public accounting firm. Enclosed is
‘an Advisory Services Brochure containing the most recent audited financial statements of
Waddell & Reed, Inc. WI Services Company, registered with the U.S. Securities Exchange
Commission is a transfer agent, is subject to two annual audits of its internal controls by an
independent public accounting firm: (a) Report on Controls Placed in Operation and Test of
Operating Effectiveness Over the Custody of Client Funds and Securities (SOC-1 f/k/a SAS 70);
and (b} Independent Accountant’s Report on Internal Controls pursuant to SEC Rule 17AD-13.
Enclosed is the most recent SOC-1.

An independent federal bank, UMB n.a., maintains custody of the mutual funds® assets. The
independent custodian is audited annually by an independent certified public accounting firm.

I hope this information is helpful to you. Please let me know if you need any additional
information.

Sincerely,
Yo PP 6‘*“‘) e
Mark P. Buyle

Enclosures

cc: Bryan M. Wieferich



The Zatkin Group
of Wells Fargo Advisors

Wells Fargo Advisors, LLC

255 East Brown Street, Suite 4C0
Birmingham, MI 480C9

Fax; 248-433-8575
B800-521-9463

Member FINRA/SIPC

CITY OF TROY

MEMBERS OF THE BOARD

APRIL 2012

We recommend adding the following position to our equity portfolio:

ital One Financial

We appreciate your continued support and consideration.

Sincerely,

S,

Doug Wegner

Financial Consultant

Endosures

* as of April 3, 2012

Steven F. Zatkin

Managing Director - Investments
Tel: 248-433-8534
stevenf.zatkin@-fadvisors.com

Economic Sector:

Wells Fargo Securities
Standard & Poors: Buy

Consurner Finance
Financials

NYSE

Yield = 0.35%*

Douglas C. Wegner

Financial Consultant

Tel: 248-433-8507
douglas.cwegner@wiadvisors.com

(COF...$56.34)}*

Ouiperform

Marisol Arroyo

Client Associate

Tel: 248-433-8511
marisclarroyc@wfadvisors.com



The Zatkin Group
of Wells Farge Advisors

Wells Fargo Advisors, LLC

255 East Brown Street, Suite 400
Birmingham, MI 48009

Fax: 248-433-8575

800-521-9463

Member FINRA/SIPC

April 4, 2012

Dear City of Troy - Members of the Board:

This investment research is provided to us under licenses from various third party
Investment Research Providers. Please direct any questions regarding this information
to me and not to the Investment Research Provider, its analysts or other representatives.
Investment Research Providers prepare research reports for their clients, The
information in these reports is NOT personalized investment advice and is not intended
as an offer or solicitation for the purchase or sale of any financial instrument. Securities,
financial instruments, or strategies mentioned in these reports may not be suitable for all
investors. Information and opinions regarding specific securities do not take into
account individual circumstances, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments, or strategies. You
should evaluate this report in light of your own circumstances. Opinions and estimates
constitute the Investment Research Provider's judgment as of the date of these reports
and are subject to change without notice. These reports may have been made
avdilable to the Investment Research Provider's clients before being made available
to our clients. We are solely responsible for the distribution and use of these reports.

To review important information about certain relationships and potential conflicts of
interest that may exist between Wells Fargo Advisors, its affiliates, and the company
that is the subject of this report, please visit the Research Disclosure page of
wellsfargoadyvisors.com or call your Financlal Advisor.

http:/ www.wellsfargoadvisors.com/researchdisclosures

Sincerely,

Doug Wegner

Financial Consultant

Steven F. Zatkin Douglas C. Wegner Marisol Arroyo
Managing Director - Investments Finaneial Consultant Client Associate
Tel: 248-433-8534 Tel: 248-433-8507 Tel: 248-433-8511

steven.fzatkin@wladvisors.com douglas.cwegner@wiadvisors.com marisol.arroyo@wiadvisors.com
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The Best Mutual Fund Families

Waddell's Twin Threat Is Tops Over Five Years

Affiliates with the same strategy, Ivy and Weaddelf overcame a tough year to remain No. 1 and No, 2.

Franklin Templeton Takes the 10-Year Crown
Leng-time leader American Funds fell, while Frankiin and Delaware gained.

Wolghted Welghted Walghted Welghted
Rank Famlly Score Rank Familly Score Rank Family Scors Rank Family Scors
1. vy Investment Mgmt 81.82 28. Manning & Nopler Ady 55,73 1. Frankiin Templaton 7748 24. A Century Invet Mgmt 57.89
2. Waddell & Reod Invat Mgmt 76.14 29. TIAA-CREF 55.13 2. Del Mgmt 76.21 25, Opp Funds 57.81
3. MIFS Investment Mgmt 73.52 30, Aberdesn Anset Mgmt 54.63 3. MalnStay Fupds 74.58 26, Plonser Invet Mgmt 57.46
4, JPMorgan 73.32 31. HighMark Capitel Mgmt 54,16 4. State Farm invet Mgt 74.02 27. Nuveen Fund Adviscrs Inc 55.91
6. [ Mgmt 72.54 32.  Principal Mgmt 52.33 5. lvy Investment Mgmt 73.96 28. RidgeWorth Funds 55.47
6. PMCO/Alllanz 71.34 33, Charles Schwab Invst Mgmt 52.15 8. PIMCO/Alllanz 73.61 29. Fod d 55.00
7. RidgoWorth Funds 71.23 34. Amarican Funds 51.70 7. Mrs Mgmt 72.92 30.  Lovd Abbatt 54.76
8 M Funds 69,80 35, Al 49.41 8. A Funds 72.02 31. Eaton Yance Mgmt 52,17
9. Frankiin T 69.39 86, First Investors Mgmt 46.49 9. IPMorgan 71.05 32. AlllanceB 4751
10, Wells Fargo Fund Mgmt 6853 3t Funds 46.05 10. T Rowe Price Assoclates 6B88 33. Northern Trust | t 46.78
11. Vanguard &roup 68.47 38. AE Assst Mgmt 45.90 11. Vanguard Group 68.32 34. BNY Mellon/Dreyfus 48.60
12, Stmte Farm Invat Mgmt 68.18 89, Northem Trust 45.88 12. Invesco 66.54 85. UBS Global Assst Mgmt 45.08
13. American Century Invst Mgmt 65,38 40. PNC Funds 45,74 13. John Hancock Group 66.43 36. Charles Schwab Invet Mgmt 44.90
14. T Rows Pros A 64.96 41. USAA lnvst Mgmt 45,60 14, Wolls Fargo Fund Mgmt 64.91 37. GE Asset Mgmt 43,07
15. Prudential Investments 84.61 42, UBS Global Asset Mgmt 45,48 16. F I 64.50 38. Russell Inveatment Group 41,31
16, Virtus Investment Partners 63.85 43. Sachs 44.49 18. Col Mgmt Co 63.84 39. Calvart Funds 40.51
17.  Nuvsen Fund Ady 63.60 44, Plonser Mgmt 44.48 17, Fidelity Mgmt & 63.21 40, USAA Invst Mgmt 38.98
18. Inwesco 63,38 45. Hartford 43.31 18.  Waidell & Reed vat Mgmt 62.69 41. Putnam Invst Mgmt 38.71
19. Lord Abbett 63,29 46. Fedorated Investors 42,64 18, P Mgmt 62.66 42. DWs 38.24
20. John Hancook Group 63.13 47. Calvert Funds 42.52 20. BiackRock 62.20 43. Pyxis Caphal 35.67
21. Eaton Vance Mgmt 5212 48. D 1 Fund Adyv 40.59 21. Sachs 62.01 44. PNC Funds 35,31
22, BlackRock 60.80 49. Putnam Mgmt 38.45 22. Virus Part; 58.60 45. First Investors Mgmt 29.90
23. BNY Mellon/Dreyius 58.89 5. DWS | 35.88 23.  Legg Mason 58.99 Bource: Lipper
24, Legg Mason 58.86 51.  Pyxis Caphtal 35.78
25. Fdelity Mgmt & Research 57.82 52. SElGroup 34,32
26. Cofumbla Mgmt 57.46 53. Russellin Group 34,31
27. Affilated Managers Group 55.85 Sources Lippar

How We Rank the Fund Families

Methodology for the Barron's/Lipper Best Fund Family Ranking

To qualify for the Lipper/Barron’s Fund Survey, a group must have at
least three funds in Lipper’s general U.8.-stock category, as well as one
in world equity, which combines global and international funds. We also
require at least one mixed-equity fund, which holds stocks and bonds.
Fund shops also must have at least two taxable-bond funds and cne-tax-
exempt offering.

Each fund’s returns are adjusted for 12b-1 fees, which are used for
marketing and distribution expenses. The funds usually add these fees
back into returns. Our aim is to measure the manager’s slill. Fund loads,
or sales charges, aren’t included in the ealculation of returns, either.

Each fund’s return is measured against those of all funds in its Lipper
category, such as, say, small-cap value. That leads to a percentile ranking,
with 100 the highest and 1 the lowest, which is then weighted by asset
size, relative to the fund family’s other assets in its general classifica-
tion% -world equity, for instance. If a family’s biggest funds do well, that

boosts its overall ranking. Poor performance in & big fund obviously has
a big effect on the ranking.

Finally, the score is multiplied by the weighting of its general clasgifi-
cation, as determined by the entire Lipper universe of funds. The catego-
ry weightings for the one-year results: general equity, 38.04%; world eg-
uity, 12.77%; mixed equity, 17.36%; taxable bonds, 27.43% and tax-exempt
honds, 4.40%. The category weightings for the five-year results: general
equity, 40.12%; world equity, 12.32%; mixed equity, 17.30%; taxahle bonds,
25.56% and tax-exempt bonds, 4.70%. The category weightings for the 10-
year results: general equity, 41.89%; world equity, 12.30%; mixed equity,
14.44%; taxable bonds, 25.99% and tax-exempt bonds, 5.38%.

The scoring: Say a company has a fund in the general U.S. equity
category that has $50 million in assets and that it accounts for half of
the company’s assets in that category. Iis ranking is the 75th percentile.
The first calculation would be 75 X 0.50, which comes to 37.5. That score
is then multiplied by 88.04, general equity’s overall weighting in Lipper’s
universe. So it would be 37.5 X 0.3804, which totals 14.265. Similar cal-
culations are done for each fund in our study. Then, all the numbers are
added up for a total score. The fund shop with the highest score wins,
both for every category and overall. The same process is repeated for the
five- and 10-year rankings based on their weightings.

fover please)
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The Best Fund Families of 2011

Successful funds llke Delaware Management focused on stocks that could withstand shocks and added to those positions on weakness.

Mutual FUND RANKING Murtual FUND RANKING
Fund Tax- Fund Tax-
Assots Wolghted U.S. World Mixed Taxaeble Exempt Assats Welghted U.S. World Mixed Taxable Exempt

Rank Familly {mily Score Equity Equity Equity Bond Bond Phone Number Rank Femlly (mi} Score Equity Equity Equity Bond Bond Phone Number
1. Delaware Mgmt $25,603.7 7503 2 4 27 T 35 800-523-1918 80. Franklin Templeton 285,822.5 52.57 19 15 1n 57 6 BOO-342.5238
2. Vanguard Group 1,2539123 70.17 8 48 6 a 20 B00-662-7447  31.American Funds 841,345.7 5231 46 30 3 a2 47 800-421-0180
3. Neuberger Berman Mgmt 24,4273 69.31 7 13 2 33 7 80{-877-897C0  32.T Rowe Price Assoclates  207,112.7 5225 23 14 35 43 38 B0O-63B-5660
4, First Invastors Mgmt 5658.3 6753 4 40 4 23 41 800-423-4026  33.Prudentlal Investments 28,0075 51.86 28 22 23 39 48 E00-225-1852
5. State Farm Invat Mgmt t1,026.1 6750 30 35 8 2 22 800-447-4930  34.Lord Abbett 72,361.8 50.73 52 8 b2 4 16 BBB-522-2388
6. State Streot Bank & Trust 42,1332 6748 1 3 5% 2 10 B00-697-7327  aB.Federated Investors 44,8916 4209 38 54 9 36 a7 B00.245-5051
7. MainStay Funds 40,0924 87.26 17 ] 18 2] 14  B00-624-6782 36.Lege Mason 83,820.8 48.85 31 51 38 a1 A4 200-822-5544
8. Chorles Schwab Invet Mgmt  22,088,1 6571 8 27 13 17 IT  800-435-4000 37. Afflllated Managers Group 32,758.8 4B.B2 33 25 25 51 2 BOD-432-4TB9
8. American Century Invat Mgmt B0,068.9 64.85 20 23 10 1 24 B800-345-2021  28.JFMorgan 138,825.1 4882 25 29 40 37 49  BO0-480-4111
10. MF8 Invst Mgmt 86,573.2 64.20 11 5 21 20 26 BDO-225-2606  35.BNY Mellon,/Dreyfus 4B8,018.2 47.77 36 8 44 35 30 800-645-8561
11. Invesco 126,556.0 62,92 16 T 17 24 19 800-983-0803  40.Pyxls Caplta 786.2 4700 34 57 55 10 877-665-1287
12. Wells Fargo Fund Mgmt 79,6422 6255 24 28 14 8 40 800-222.8222  41.RidgeWorth Funds 16,676.0 4400 56 33 31 22 20 888.784-3863
13. TIAA-CREF 43,6482 6244 13 42 29 ] 1 800-223-1200 42, Dimensional Fund Adv 99,9164 43.76 42 ar 658 28 32 *

14, BlackRack 426,2645 6220 10 26 22 19 26 BO0-474-2737  43.AllanceBernsteln 43,9456 43.85 12 68 68 30 50 B00-221-5672
15, Northern Trust 25,945.0 61.70 26 43 1 26 18 B0(-595-9111 44, Oppenhelmer Funds 114,172.8 4281 41 38 51 44 5 B00-225-5677
18. Virtus Invastment Partners 12,6742 €164 14 1 19 42 12 800-243-4361 45, Frost Investment Adv 2,451.2 4266 32 38 12 54 B7 BT7-713-7678B
17. 5El Group 22,1043 60.72 15 16 26 18 A8 B0O-342-5734 46, John Hancock Group 93,0927 42.27 49 20 39 41 45 B0O-225-5291
18, GE Asset Mgmt 15,8075 59.85 37 56 15 1 44 B800D-242.0134  47. Calvert Funds 09,0573 41.80 40 47 5 68 56 800-368-2745
19. Waddell & Resd Invst Mgmt 18,870.7 59.83 22 3 AE 13 51 888.523-3356  48.DWS Investments 3821356 4093 44 45 42 40 42  800.821-1048
20. USAA Invst Mgmt 34,0888 5872 20 11 26 27 3 800-531-8722  49.Goldman Sachs 54,1137 40.77 43 39 40 A8 23 BOD-521-2550
21.Eaton Vance Mgmt 56,8953 5B.EY 47 6 20 2 9 800-2256265  50.Aberdesn Asset Mgmt 2,2274 4042 53 2 4B 49 36 B66-667-9231
22.PIMco/Alllanz 4749367 57290 8 12 7 B2 54 BOO-426-0107  61.Plohesr lnvst Mgmt 32,726.1 40.11 &0 19 32 =0 31 800-225.6292
23, Columbla Mgmt 135,029.7 55.74 45 21 16 14 13 B00-345-8611 2. Hartford 48,935.4 36.68 58 1 43 18 53 888-843-7824
24, Principal Mgmt B1,T448 5570 21 24 24 34 11 800-247-4123  53.Russel| Investment 378976 3571 35 53 57 48 52 800-7B7-7354
26._tvy Investment Mgmt 374120 5553 18 44 50 B 33 800-777-6472  54.Nuveen Fund Adv 33,056.9 3653 48 46 47 53 15 800-257-8787
26, HighMark Capltal Mgmt 21666 5537 5 60 37 29 58 800-433.6884  56.Thrivent Financlal 13,0925 3520 56 IT 54 38 34 B800-225-5225
27. PNC Funds 2,388.1 5452 a3 48 30 A7 43 800.551-2145  56.Victory Capital Mgmt 68913 3158 51 34 33 B8 21 800.539-3863
2B.UBS Qlobal Asset Mgmt 9,631.3 5444 39 10 41 25 8 BB8-T93-B637 5§7. Putnam Invst Mgmt 42,8042 29.40 54 52 34 58 28 B0D-225-158]1
29.Fidellty Mgmt & Research B30,7479 5322 27 32 45 15 30 B800-544-8544 58, Manning & Napler Ady 15799.4 29.36 57 S5 3§ 45 56 B0D-466-3863

*#No BOO phore number; vallabls only throughedvisors.

U.S Equity Funds

World-Equity Funds

Mixed-Equity Funds Taxable-Bond Funds Tax-Exempt Bond Funds

State Street's setive and passive Virtus' sub-advisar wisely steered Gold and a heavier weighting in U.S., GE comrectly anticlpated more mon- TIAA/CREF was broadly divetsified
strategies worked. Gold and utilities clear of emerging markets that relied rather than foreign, equitles got the etary easing, more Furopean debt across the U.S. and focused on vital
were a big help to retums. on exports 1o the developed world. Job done for Northern Trust. prablems and lower Treasury rates. public services.

Rank Best Soore  Rank Best Score  Rank Best Score  Rank Best Score  Rank Best Score
1. State Street Bank & Trust 37.08 1. Virtys investment Partners 12.65 1. Northern Trust Invst 16.75 1. GE Asset Mgmt 25.25 1. TIAA-CREF 4.31
2. Delaware Mgmt 31.79 2. Aberdeen AssstMgmt 12,18 2. Neubarger Berman Mgmt 16.48 2, State Famm Invst Mgmt  25.17 2. Affiliated Managers Group 4.25
3. PNC Funds 30.29 3. Waddel & Road llvstmt 11.80 3. American Fands 15,86 3. Vanguard Group 22.40 3. USAA Invst Mgmt 3.897
4. Flrat Investors Mgmt 29.56 4. Delaware Mgmt 11.21 4. Flrst nvestors Mgmt 15.63 4. Lord Abbstt 20.89 4. Lagg Mason 388
5, HighMark Capital Mgmt 28.85 5. MFS Invst Mgmt 10.84 6. Calvert Funds 14.86 6. vy Investment Mgmt 209 5. Oppenhelmer Funds 3.88

Rank Worst Score  Rank Worst Score  Rank Worst Score  Rank Worst Score  Ronk Worst Scors

54, Puinam Invst Mgmt 10.73 4. Fedoerated Investors 3.10 54. Thrivent Finanelal 4.00 34. Frost Investment Adv 461 B4, PIMCO/Allanz 0.48
55. RidgeWorth Fumds 10.13 55. Manning & Napler Atv 2.79 55. Pyxis Capltal 3.99 55, Calvert Funds 4.43 55. Cailvart Funds 0.35
56. Thrivent Financiad 9.43 58. GE Asset Mgmt 257 §6. Dimansional Fund Adv a7 EE. Putnam Invet MEmt 4.36 56. Manning & Napler Ady 0.31
§7. Manning & Napler Adv 7.51 57. Pyxls Caplial 1.87 57. Ruasell Investment Group 3.44 57. Franklin Tampleton 4.29 E7. Frost Investment Adv 0.22
58. Hartford 6.34 68. AlllancsBemsatsin 1.42 58, AlllanceBemstein 3.38 5&. Victory Capital Mgmt 1.33 &8. HighMark Capltal Mgmt 0,19
Source: Lipper

Waddell & Reed, Inc. and Ivy Funds Distributor, Inc. distribute the Waddell & Reed Advisor Funds and the lvy Funds, respectively.

The ratings referenced in thls reprint are as of December 31, 2011 and are subject to change. Sales charges are not included in the calculation
of returns, and the ranking period included time periods during which some funds’ returns were affected by expense reduction arrangements.
Past performance is no guarantee of future resuits. As with any mutua! fund, the value of an investment in the Waddell & Reed Advisors
Funds and the Ivy Funds will change, and you could lose money on your investment.

The highlight was added and not part of the original article.

Investors should consider the investment objectives, risks, charges and expenses of a fund carefully before investing. For a prospectus, or if
available, a summary prospectus, containing this and other information for the Waddell & Reed Advisors Funds or the lvy Funds, call your
financial advisor or visit us online at www.waddell.com. Please read the prospectus or summary prospectus carefully before investing.

This report was written by Barron’s writer Michael Shari. Nether Waddell & Reed, Inc. nor Ivy Funds Distributor, Inc. are related to or affiliated with Barron's.
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Equity Research

Capital One Financial Corporation

COZF: Raising 2012-13 Estimates And Valuation Range
Completes $1.26 Billion Common Equity Raise

= Summary. Capital One announced the pricing of a public offeirng of 24.44
million shares of its common stock at a price of $51.65, for gross proceeds of
approximately $1.26 billion. The equity raise is intended to fund a portion of its
previously announced acqusition of HSBC's U.S. credit card business, which is
expected to close in Q2 2012. We are raising our 2012 and 2013 EPS estimates to
$7.01 and $7.15, respectively from $6.20 and $7.10. Our valuation range is now
$57-64 from $50-56.

» Adjusting Estimates. We are raising our 2012 EPS estimate to $7.01 from
$6.20 mainly to reflect a Q1 gain of $600 million from an expected bargain
purchase gain related to the ING Direct Acqusition. Capital One announced that
it expects Q1 EPS from continuing operations to be at least $2.50. We are also
fine-tuning our 2013 estimate to $7.15 from $7.10 to reflect slightly higher
accretion from both the ING Direct and HSBC credit card acquistions.

» Updated Model. Our EPS estimates reflect COF's recent 8-K filing containing
financial information for ING Direct, which closes in Q1 2012 and the HSBC
credit card business, which is agsumed to close in Q2 2012. The ING Direct deal
contains about $83 billion in deposits and $40 billion in residential mortgages
and $30 billion in government securities. The HSBC credit card business
eontains about $30 billion in credit card receivables.

s New Valuation Range. We forecast Capital One's core EPS run rate to exceed
$7.00 in 2013 and believe that the valuation of the stock is likely to reflect the
higher EPS over the next 12-18 months. Hence, we are raising our valuation
range to $57-64, up from $50-56. We are assuming an 8-gx P/E multiple on our
2013 EPS estimate of $7.15. We had been using an 8-gx P/E on our previous
2012 EPS estimate of $6.20.

Valuation Range: $57.00 to $64.00 from $50.00 to $56.00

Over the next 12 months, COF shares may warrant a valuation range of $57-64,
which is based on a multiple of approximately 8-g9x our 2013 EPS estimate. The
range also implies a multiple of 1.5-1.6x on our forward four quarter tangible book
value per share estimate, which is supported by our estimate for a midteens ROTCE
in 2012 and 2013. Key risks include deteriorating credit quality, especially as it
relates to the U.S. consumer, and margin pressure from either increased
borrowing/deposit costs or a decline in yield on earning assets due to the lower
interest rate environment.

Investment Thesis:

‘We rate COF shares Outperform. We believe recently announced acquistions (ING
Direct & HSBC credit card) have increased the likelihood that COF will be able to
generate at least $7.00 in EPS by 2013, and deliver a mid- to high-teens return on
tangible equity.

Please see page 2 for rating definitions, important disclosures
and required analyst certifications

Wells Fargo Securities, LLC does and seeks to do business with companies
covered in its research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of the
report and investors should consider this report as only a single factor in
making their investment decision.

WELLS

FARGE

Outperform

Sector: Consumer Finance
Market Weight

Earnings Estimates Revised Up

2011A 2012EK 2013E
Q1 (Mar.) $2.21 %250 71 $L95  L97
Q2 (June) 197 159 L55 176 L75
Q3(Sep) 177 158 1.55 180 L75
Q4 (Dec.) 0.88 134 1.39 165 163
FY $6.80 $7.01 6.20 $715 710
CY $6.80 $7.01 $7.15
FYP/E 7.8x 7.6x 7.4%
Rev{MM) $16279 $25325 $27,468

Source: Company Data, Wells Fargo Securities, LLC estimates, and Reuters
NA = Not Available, NC = No Change, NE = Np Estimate, NM = Not Meaningful
V= Volatile, % = Company is an the Priowity Stock List

Ticker COF
Price (03/15/2012) $53.13
52-Week Range: $35-57
Shares Outstanding: (MM) 456.4
Market Cap.: (MM) $24,248.5
S&P 500: 1,397.95
Avg. Daily Vol.: 4,536,370
Dividend/Yield: $0.20/0.4%
LT Debt: (MM) $21,570.0
LT Debt/Total Cap.: 42.2%
ROE: 15.0%
3-5 Yr. Est. Growth Rate: 12.0%
CY 2012 Est. P/E-to-Growth: 0.6x
Last Reporting Date: 01/20/2012

After Close

Source: Company Data, Wells Fargo Securities, LLC estimates, and Reuters
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Company Description:

Capital One Financial (COF), headquartered in McLean, Virginia, is a diversified financial services company,
which, through its subsidiaries, offers financial products and services to consumers, small businesses, and
commercial clients. COF is one of the largest credit card issuers in the United States and had $122.2B in
deposits and $197.5B in managed assets as of December 31, 2010. COF acquired Hibernia bank in November
2005, North Fork bank in December 2006, and Chevy Chase bank in February 2009.

- -
Required Disclosures
Capital One Financial Corporation (COF) 3-yr. Price Performance
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Date
Date Publication Price (§) RatingCods | Val.Reg.Low | ValRng.High | Close Price (§)
3110/2009 NA SR I 70.00 [ 77.00 | 10.05
12/15/2009 Shanahan
[ 1215/2009 40.09 2 40.00 44.00 40.09
® 211872010 6.50 2 40.00 4500 36.74
s 3/30/2010 41.02 2 42.00 4500 41.92
[ TH 52010 43.01 2 41.00 45.00 43.26
L] 10419/2010 39.14 2 40.00 44.00 38.78
O 172172011 47.25 2 45.00 50,00 49.17
= 21312011 Houck
L] 21412011 52.69 2 52.00 58.00 52.78
& TR0 52.24 F 53.00 58,00 50.87
Aw 811142011 43.30 54,00 60.00 44.14
0 10/2042011 40.49 50.00 56.00 40.49
Source: Wells Farge Securities, LLC estimates and Reuters data
Symbol Key Rating Code Koy
¥  Rating Downgrade @ |Initiation, Resumption, Drop or Suspend 1  Outperform/Buy SR Suspended
4 Rating Upgrade B Analyst Change 2 MarketPerformHokd  NR  NotRated
®  Valuation Range Change o Splt Adjustment 3 Underperform/Sail NE  No Estimate

Additional Information Available Upon Request

I certify that:

1) All views expressed in this research report accurately reflect my personal views about any and all of the subject securities or
issuers discussed; and

2) No part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
by me in this research report.

» Wells Fargo Securities, LLC maintains a market in the common stock of Capital One Financial Corporation.
= Wells Fargo Securities, LLC or its affiliates intends to seek or expects to receive compensation for investment banking services in
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Capital One Financial Corporation EQUITY RESEARCH DEPARTMENT

the next three months from Capital One Financial Corporation.
» Wells Fargo Securities, LLC or its affiliates received compensation for investment banking services from Capital One Financial
Corporation in the past 12 months.
= Capital One Financial Corporation currently is, or during the 12-month period preceding the date of distribution of the research
report was, & client of Wells Fargo Securities, LLC. Wells Fargo Securities, LLC provided investment banking services to Capital
One Financial Corporation.
Capital One Financial Corporation currently is, or during the 12-month period preceding the date of distribution of the research
report was, a client of Wells Fargo Securities, LLC. Wells Fargo Securities, LLC provided noninvestment banking securities-
related services to Capital One Financial Corporation.
Wells Fargo Securities, LLC received compensation for products or services other than investment banking services from Capital
One Financial Corporation in the past 12 months,
Wells Fargo Securities, LLC or its affiliates may have a significant financial interest in Capital One Financial Corporation.
The analyst responsible for covering Capital One Financial Corporation has an investment interest in a hedge fund that may
invest in the securities or options mentioned in this report. The analyst does not direct any investment decisions made by the
fund. Wells Fargo Securities, LLC and affiliate policy prohibits research personnel from disclosing a rating, recommendation or
investment thesis for review by an issuer or investor prior to the publication of a research report containing such rating,
recommendation or investment thesis. Materials prepared by Wells Fargo Securities, LLC and affiliate research personnel are
based on public information. Wells Fargo Securities, LLC and its affiliates prohibit analysts, their associates and members of their
households from maintaining a direct financial interest in the securities or options of any company that the analyst covers except
in limited circumstances as permitted by Wells Fargo Securities, LLC and affiliate policy.
= Wells Fargo Securities, LLC or its affiliates intends to seek or expects to receive compensation for investment banking services in
the next three months from an affiliate of Capital One Finaneial Corporation.

COF: Key risks include deteriorating credit quality, especially as it relates to the U.S. consumer, and margin pressure from either
increased borrowing/deposit costs or a decline in yield on earning assets due to the lower interest rate environment.

Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.
Wells Fargo Securities, LLC's research analysts receive compensation that is based upon and impacted by the overall profitability
and revenue of the firm, which includes, but is not limited to investment banking revenue.

STOCK RATING

1=0utperform: The stock appears attractively valued, and we believe the stock's total return will exceed that of the market over the
next 12 months. BUY

2=Market Perform: The stock appears appropriately valued, and we believe the stock's total return will be in line with the market
over the next 12 months, HOLD

3=Underperform: The stock appears overvalued, and we believe the stock's total return will be below the market over the next 12
months. SELL

SECTOR RATING

O=0verweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.

M=Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months.
U=Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.

VOLATILITY RATING
V = A stock is defined as volatile if the stock price has fluetuated by +/-20% or greater in at least 8 of the past 24 months or if the
analyst expects significant volatility. All IPO stocks are automatically rated volatile within the first 24 months of trading.

As of: March 15, 2012
48% of companies covered by Wells Fargo Securities, LLC Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Outperform. services for 41% of its Equity Research Qutperform-rated
companies,

50% of companies covered by Wells Fargo Securities, LLC Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Market Perform, services for 32% of its Equity Research Market Perform-rated
companies.

3% of companies covered by Wells Fargo Securities, LLC Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Underperform. services for 27% of its Equity Research Underperform-rated
companies.
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Important Disclosure for International Clients

EEA — The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain
categories of investors. For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited
(“WFSIL™). WFSIL is a UK. incorporated investment firm authorized and regulated by the Financial Services Authority. For the
purposes of Section 21 of the UK Financial Services and Markets Act 2000 (“the Act”), the content of this report has been approved
by WFSIL a regulated person under the Act. WFSIL does not deal with retail clients as defined in the Markets in Financial
Instruments Directive 2007. The FSA rules made under the Financial Services and Markets Act 2000 for the protection of retail
clients will therefore not apply, nor will the Financial Services Compensation Scheme be available. This report is not intended for,
and should not be relied upon by, retail clients.

Australia — Wells Fargo Securities, LLC is exempt from the requirements to hold an Australian financial services license in respect
of the financial services it provides to wholesale clients in Australia. Wells Fargo Securities, LLC is regulated under U.S. laws which
differ from Australian laws. Any offer or documentation provided to Australian recipients by Wells Fargo Securities, LLC in the
course of providing the financial services will be prepared in accordance with the laws of the United States and not Australian laws.

Hong Kong — This report is issued and distributed in Hong Kong by Wells Fargo Securities Asia Limited (*"WFSAL”), a Hong Kong
incorporated investment firm licensed and regulated by the Securities and Futures Commission to carry on types 1, 4, 6 and g
regulated activities (as defined in the Securities and Futures Ordinance, “the SFO”). This report is not intended for, and should not
be relied on by, any person other than professional investors (as defined in the SFQ). Any securities and related financial
instruments described herein are not intended for sale, nor will be sold, to any person other than professional investors {(as defined
in the SFQ).

Japan — This report is distributed in Japan by Wells Fargo Securities (Japan) Co., Ltd, registered with the Kanto Local Finance
Bureau to conduct broking and dealing of type 1 and type 2 financial instruments and agency or intermediary service for entry into
investment advisory or discretionary investment contracts. This report ig intended for distribution only to professional investors
{Tokutei Toushika) and is not intended for, and should not be relied upon by, ordinary customers (Ippan Toushika).

The ratings stated on the document are not provided by rating agencies registered with the Financial Services Agency of Japan
{JFSA) but by group companies of JFSA-registered rating agencies. These group companies may include Moody’s Investors Services
Inc, Standard & Poor’s Rating Services and/or Fitch Ratings. Any decisions to invest in securities or transactions should be made
after reviewing policies and methodologies used for assigning credit ratings and assumptions, significance and limitations of the
credit ratings stated on the respective rating agencies’ websites.

About Wells Fargo Securities, LLC
Wells Fargo Securities, LLC is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of
the New York Stock Exchange, the Financial Industry Regulatory Authority and the Securities Investor Protection Corp.

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments
named or described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that
provided this report to them, if they desire further information. The information in this report has been obtained or derived from
sources believed by Wells Fargo Securities, LLC, t0 be reliable, but Wells Fargo Securities, LLC, does not represent that this
information is accurate or complete. Any opinions or estimates contained in this report represent the judgment of
Wells Fargo Securities, LLC, at this time, and are subject to change without notice. For the purposes of the U.K. Financial Services
Authority'’s rules, this report constitutes impartial investment research. Each of Wells Fargo Securities, LLC, and
Wells Fargo Securities International Limited is a separate legal entity and distinct from affiliated banks. Copyright ® 2012
Wells Fargo Securities, LLC,

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE
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Capital One Financial Corp. &POOR’S
$&P Recommendation - Price 12-Mo. Target Price Investment Style

$55.74 (as of Mar 20, 2012)

$61.00

Large-Cap Blend

UPDATE: PLEASE SEE THE ANALYST'S LATESY RESEARCH NOTE IN THE CORMPAMY MEWS SECTION

GICS Sector Financials
Sub-Industry Consumer Finance

Koy Stock Stafistics {Saszca S&P. Vickors, company reparts)

Summary This diversified consumer finance company is one of the largest issuers of Visa

and MasterCard credit cards in the warld.

52-Wk Range $57.49-3594 S&P Oper. EPS 2012E 585 Market Capitalization(B)
Trailing 12-Month EPS $6.80 S&P Oper. EPS 2013E 6.68 Yield (%)
Trailing 12-Month F/E 8.2 P/E on S&P Oper. EPS 2012E 95 Dividend Rate/Share

$10K Invested 5 Yrs Ago $7.969

. Price Parformance

Common Shares OQutstg. {M)

30-Wesk Mov., Avg. <= 10-Week Mov. Avg.— - GAAP Eamings vs. Previous Year Volume Above Avg.ﬂl STARS
12-Mo. Target Price == Rslative Strength — & Up ¥ Down ¥ No Change

Beiow Avg. Wl X r—

Val,

ShaE S A
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2010

2011 2012

Options: ASE, CBOE, P.Ph

Analysis prepared by Equity Analyst Sonia Parechanian on Feb 22, 2012, when the stock traded at $48.25.

Highlights

» GOF's results have been volatile over the past
five years, reflacting the sconomic climata,
which has resulted in consumers taking a more
cautious approach to debt. Broad aconomic
trends are showing early signs of improvement,
and we think that will translate into modest loan
growth for COF in 2012. Although new regula-
tions covering its U.S. credit card business will
likely hurt revenue due to a change in minimum
payment policies, we think COF will come up
with alternative means to make up for some,
but not all, of the lost revenua. After several
years of decline, we axpect COF revenues to
risa by 4% in 2012.

» After strong improvement in 2011, we axpect
loan loss provisions and charga-offs to rise in
tandem with the portfolio from histarically low
lavels. The charge-off rate improved to 2.69% in
the 2011 fourth quarter, from 4.45% in the year-
earliar pariod, and was down from the its re-
cent peak of 6.33% in the fourth quarter of 2009.

» We project EPS of $5.85 in 2012 and $6.68 in
2013. Results are expected to be uneven in 2012
due to the recent ING Direct purchase and the
pending acquisiton of the HSBC U.S. Card busi-
ness, expected in the second quarter.

lavestment Rationale/Risk

» We believe COF shares are poised to move
higher as uncertainty regarding the impact of
recent credit card regulation wanes, consumer
confidence moves higher and employment
trends improve and consumers return to using
their credit cards more often. Wa also think
COF's purchase of the U.S. business of ING Dj-
ract from ING Groep {ING 9, Hold) far about $9
hillion in cash and stock will help balster COF's
funding sources and presents the company
with attractive cross-selling opportunities. With
the ING Direct purchase complete, we think the
company is well positioned to take on the
planned HSBC portfolic acquisition.

» Risks to our recommendation and target price
include a sustained decrease in consumer con-
fidence, as well as a pickup in unemployment
levals that leads te higher charge-off and dalin-
quency rates.

» Our 12-month target price of $61 is 10.4X our
2012 EPS estimate of $5.85; this is a discount to
network operator peers without lending busi-
nesses and is just under COF's 10-year aver-
age, as wa believe loan growth will be mild this
year due to continued consumer reluctance to
take on debt.

Institutional Ownership {%)

$25.607 Beta 1.12
036 S&P 3-Yr. Proj. EPS CAGR(%) 1"
$0.20 S&P Credit Rating EBB
93
Qualitative Risk Assessment

[ ow  CEITEN Wen |

Our risk assessment reflacts what we perceive as
the company's stable financial position, balanced
by risk of near-term integration challenges from
announced acquisitions. Credit quality and capital
levels have improved substantially since the
trough of the economic cycle.

Quantitative Evaluations
$&P Quality Ranking A-
DIESTINIrY - RN
Relative Strength Rank STRONG
5 [

LOWEST =1 HIGHEST = 93
Revenua/Earmings Data
Revenue (Million $)

10 20 30 40  Year
21 4694 4556 4706 4569 18525
2010 5091 4642 4722 4613 19,067
2009 3,740 3949 4255 4007 15951
2008 4936 4,269 4,469 4,137 17,856
2007 4598 4719 4917 5719 19,132
20086 3737 3807 2826 4021 15191
Earnings Per Share {$)

20m 224 204 1.88 038  7.03
2010 1.58 1.78 1.79 153 6868
2009 -038 -064 096 083 088
2008 1.70 1.24 108 -367 014
2007 1.62 189 209 085 655
2006 2.86 178 1.89 114 162

Figeal year ended Dec. 31. Next earnings raport expected: Late
Agpril. EPS Estimates based on S&P Operating Earnings; historical
GAAP earnings are as reparted.

Dividond Data (Detes: maydd Payment Data mevid/y)

Amount Date Ex-Div. Stk.of Payment
(L] Decl. Datse Record Date
0.050 05/11  05/19 05/23 06/03/11
0.050 07/28 08110 08/12 08/22/11
0.050 nMm  1A7 . 21 1202m
0.050 01731 02/08 0210 02/21/12

Dividends have been paid since 1995, Source: Company reparts.

or rep! ducti iSpl

Please read the Required Disclosures and Analyst Certification on the last page of this report
i hibited without writters permission. Copyright ®2012 The McGraw-Hill Companies, Inc.
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Capital One Financial Corp.

STANDARD
&POOR’S

Business Summary Fobruary 22, 2012

Capital One Financial Corporation operates as a diversified financial services company. The company fo-
cuses primarily on consumer and commercial lending and deposit origination, Follewing the February 2012
acquisition of the U.S. ING Direct business, Capital One bacame the sixth [argest depository institution and
leading direct bank in the U.S.

The company's principal subsidiaries are Capital Ons Bank {USA), National Association (COBNA), which
offers credit and debit card products, other lending products, and daposit preducts; and Capital One, Na-
tional Association {CONA), which offers a spectrum of banking products and financial services to con-
sumers, small businesses and commercial clients.

The company offers its products throughout the United States. It also offers its products outside of the
United States principally through Capital One Bank {Europe) ple, an indirect subsidiary of COBNA orga-
nized and located in the United Kingdom {the U.K. Bank), and through a branch of COBNA in Canada, The
company's U.K. Bank has authority to accept deposits and provide credit card and installment loans. Its
branch of COBNA in Canada has the authority to provide credit card loans.

The company's principal business is divided into three main segments: 1) the Credit Card segment includes
the company's domestic consumer and small business card lending, domestic national small business
lending, national closed end installment lending and the international card lending businesses in Canada
and the United Kingdom; 2) the Commercial Banking segment includes the company's lending, deposit
gathering and treasury managemant services to commerciai real estate and middle market customers, and
the financial results of a national portfolio of small ticket commercial real estats loans that are in run-off
made; and 3) the Consumer Banking segment includes the company's branch-based lending and deposit
gathering activities for small business customers, as well as its branch-based consumer deposit gathering
and lending activities, national deposit gathering, national automobile lending, consumer mortgage lend-
ing, and sarvicing activities.

The company's consumer loan portfolios, including credit cards, are diversified across the United States
with concentration in New York, New Jersey, Louisiana and Texas. It also has credit card loans in the UK.
and Canada. The company's commercial loans are concentrated in New York, New Jersey, Louisiana and
Taxas. The company competes with international, national, regional and local issuers of Visa and Master-
Card crodit cards, as well as American Express, Discover Card and debit cards.

The company's investment portfolio includes U.S. Treasury and other U.S. government agency obligations;
collateralized mortgage obligations; mortgage-backed securities; and asset-backed securities. The com-
pany's deposit products includa non-interest bearing deposits, NOW accounts, money markst deposit ac-
counts, savings accounts, certificates of deposit, and foreign time deposits.

Credit quality is a kay factor in profitability for COF. }t has experienced significantly improved credit quality
trends since the trough of the recent recession. With cradit quality in good shape at the end of 2011, and
our outlook for stabilizing U.S. home prices and expectation for improving employment, we expect COF to
see credit quality trends following loan growth trends more closely over the next few years.

Corporate Information

Investor Contact
M. Rowen {703-720-2455)

Difice
1680 Capital One Drive, McLean, VA 22102-3407.

Telephone
703-720-1000.

Email
invastor.relations@capitalona.com

Website
http:/fwww.capitalone.com

Officers

Chemn, Pres & GEQ CFO
R.D. Fairbank G.L. Perlin

SVP. Chief Acctg
Officer & Cntir
R.S. Blackley

Secy & General
Counsel
J.G. Anneran, Jr.

SVP & Treas
S. Linehan

Board Members
E. R. Campbsll
W. R. Dietz

R. D. Fairbank
P.W. Gross

A. F. Hackaett

L. Hay, lll

P. E. Leroy

P. E. Raskind, Jr.
M. A. Shattuck, Il
B. H. Warner

Domicile
Delawara

Founded
1993

Employees
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Stockholders
16,065
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Ouantitative Evaluations Expanded Ratio Analysis
S&P Fair Value 3 1 2 “ 4 l 5 ' 2m 2010 2009 2008
Rank LOWEST HIGHEST Price/Sales 1.05 1.02 1.04 067
Based on S&P's proprietary quantitative model, stocks are ranked Price/Pretax Income 4.23 449 12.38 20N
from most overvalued {1} to most undervalued (5). P/E Ratip 5.97 6.37 16.76 NM
% LT Dabt to Capitalization NA 1.08 0.58 0.7
Fair Value $55.7¢  Analysis of the stock's current worth, hased on S&P's proprietary Avg. Diluted Shares Dutstg (M) 4591 456.4 314 377
Calculation quantitative model suggests that COF is faidy valued Figures basatl on calandar year-end price
Investability Key Growth Rates and Aveiages
Quotient LOWEST = | HIGHEST = 100
Percentile COF seorad higher than 77% of ail companies for which an S&P Past Growth Rate (%) 1 Year 3 Yaars 5 Years 9 Yaars
Soportks mmishie ) Net Income 6.66 NM 135 435
v o ANERACE Ratio Analysis {Annual Avg.)
Net Interest Margin {%) 127 6.55 6.30 6.45
Technical BULLISH Since February, 2012, the technical indicators for COF have been Return on Assets (%) 161 1.29 1.13 178
Evaluation BULLISH. Loan Losses AReserve (%) 3.13 405 39 n
= Return on Equity {%) 11.58 9.00 1.56 1212
Insider Activity NEUTRAL FAVORABLE |
Company Financiafs Fiscal Year Ended Dec. 31
Per Share Data {$) 2Mm 210 2009 2008 2007 2006 2005 2004 2003 2002
Tangible Bock Value 33.97 27.05 26.90 21.28 27.89 2830 3399 33.98 2575 2044
Earnings 7.03 6.68 0.98 0.14 6.55 1.62 6.73 6.21 492 3.93
S&P Core Earnings 701 6.67 0.87 1.83 6.55 761 6.61 572 441 3.37
Dividends 0.20 0.20 0.52 1.50 0N o on on 0.1 0.11
Payout Ratio 3% 3% 54% NM 2% 1% 2% 2% 2% 3%
Prices:High 56.26 47.73 42.90 63.50 83.84 90.04 88.56 84.45 64.25 66.50
Prices:Low 3594 3403 1.80 23.28 44.40 69.30 69.09 60.04 24.91 24.05
P/E Ratio:High 8 7 44 NM 13 12 13 14 13 17
P/E Ratio:Low 5 5 8 NM 7 9 10 10 5 6
[ncome Statement Analysis [Million $)
Net Intarast Income NA 12,457 7697 7,149 6,520 5,100 3,680 3,003 2,785 279
Non Interest Income 3,538 N4 5,286 6,692 8,054 6,997 6,358 5,900 5416 5467
Loan Loss Provision NA 3,907 4,230 5,101 2,637 1476 1491 1,21 1517 2,149
Non Interest Expenses NA 7,934 147 8,210 8,078 6,967 5718 5,322 4,857 4,586
% Expense/Cperating Revenue NA 49.1% 5.1% 59.3% 55.4% 57.6% 57.0% 59.8% 59.2% 56.0%
Pretax Income 4587 4330 1,336 552 3,870 3,653 2,829 2,360 1827 1,451
Effective Tax Rate 29.1% 29.6% 26.2% 85.5% 33.0% 33.9% 36.1% 34.6% 37.0% 38.0%
Net Income 3253 3,050 987 B4.5 2,592 2414 1,809 1,543 1,151 900
% Net Interest Margin 1.27 7.09 5.30 5.38 6.46 6.03 6.63 6.44 745 8.73
S&P Cora Earnings 3,222 3,045 374 691 2,591 2412 1,792 1,431 1,012 742
Balance Sheet & Dther Financial Data (Million $)
Money Market Assets NA 3,182 5,585 5,444 2444 1,843 2,049 1,084 1,598 641
Invastment Securities NA 41,537 38910 31,003 19,782 15,452 14,350 5,300 5867 4,424
Earning Assets:Total Loans 135,892 125,947 90,619 101,342 98,842 106,947 59,848 38,216 32,850 27,854
Total Assets 206,019 197,503 169,400 165,981 150,550 149,739 88,701 53,747 46,284 37,382
Demand Deposits 18,281 15,048 13,439 11,294 11,047 11,648 4841 NA Nil Nil
Time Deposits NA 107,162 102,370 97,327 71,944 74123 43,082 NA 22416 17,326
Long Term Debt NA 28,690 15,438 16,735 20,237 20,217 14,863 Nil 14,813 8,124
Common Equity 29,666 26,541 26,589 23,516 24,294 25,235 14,129 8,388 6,052 4,623
% Return on Assets 1.6 1.7 06 01 1.7 20 25 31 2.8 27
% Return on Equity 11.6 1.5 39 0.4 105 123 18.1 214 21.6 286
% Loan Loss Reserve KA 45 LY 45 28 20 3.0 39 49 6.2
% Loans/Daposits 106.0 103.1 78.3 93.0 1145 124.7 124.8 148.1 146.5 160.8
% Loans/Assets NA 59.0 57.2 63.2 64.2 700 68.8 71.0 7.8 744
% Equity to Assets NA 14.5 149 1581 16.5 16.5 15.8 14.4 12.8 121

Data as orig reptd.; bef. results of disc opers/spec. itams. Per share data adj. for stk, divs,; EPS diluted, E-Estimated. NA-Not Avaiiabla. NM-Not Meaningful. NR-Not Ranked. UR-Under Review.
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Sub-Industry Outlook

Stock Performance

Our fundamental outlook fer the consumer finance
sub-industry is positive, due to a dramatic
improvemant in credit quality in 2011 (particularly
due to cautious underwriting standards employed
through the downturn} and signs of receivables
growth coming from consumer credit turning
positive in late 2011, Wa believe credit quality will be
stable in 2012 and that receivables and spending will
be slightly highar.

Capital levels for most companias appaar to us to be
adequate, although we wait for more guidance on
Basel l1l. That said, while we are finally sesing
improvement in employment trends, high levels of
unemployment persist and the weak economic
environmant makes expected improvements in 2012
likely to be more modest than seen from the
sconomic trough.

Woe forecast a slight gain in receivables and loans
for 2012, and expect card issuers to attempt to
maintain high interest rates, but they could loosen
eredit standards a tad in search of account growth,
in our view. S&P economists expect personal
consumption expenditures to rise 2.0% in 2012.
Industry receivables growth and discount revenues
for tha netwarks will likely continue to be limited by
weak consumer confidencs, cautious attitudes
toward debt, conservative lending standards, damp
home prices {less ability to do a cash out/refinance)
and lackluster spending. We think receivables
growth and spending should pick up as consumer
confidence improves. With credit back to stability,
we believe management's time can now be better
spent on strategic growth initiatives.

For the longer term, wa think pricing pressure and
competition will remain intense and we expect the
larger credit card issuers to continue to pursua
praduct diversification strategies and international

growth.

Tha U.S. credit card industry is relatively mature, but
its players are experienced with competition, and
halancing account growth, margin and expenses.
The industry is now under a highar lavel of
regulatory scrutiny (a positive for credit, a negative
for fee income, in our view}; we believe they will act
prudently, Thesa companies are sophisticated
marketers that are information rich and we expect
them to develop innovative new products. We will
watch for new maobile payment systems, and with it,
new industry competitors.

We believe the consumear finance group will
continue to outperform the Financials sector in the
near term dus to relatively lass capital markets
axposure than other Financials sub-industries. Year
to date through March 2, the S&P Consumer
Finance Index was up 15.8%, versus a 9.0% rise in
the S&P 1500 Index.

--Sonia Parechanian

Sub-Industry : Consumer Finance Peer Group*: Consumer Finance - Credit Cards

GICS Sector: Financials
Sob-Industry: Consumer Finance

Based on S&P 1500 Indexes
Month-end Price Performance as of 02/29/12

2008 2009 2010

Sector

2011 2012

Sub-Industry S&P 1500

NOTE: All Sector & Sub-Industry information is based on the
Global Industry Classification $tandard {GICS)

Stock
Peer Group Symbal
Capital One Finaneial COF
Amar Express AXP
CompuCradit Holdings CCRT
Discover Financial Svcs DFS

StkMikt  Recent 52
Cap. Stock Week Yield
(Mil.$} Price{$} High/Low($) Bata (%)
25,607 5574  57.43/35% 172 04
69,542 57.86  59.26/41.30 184 1.4
128 5.81 6.96/2.18 213 Nil
18,325 3334 344372051 146 1.2

Fair S&P Retumon LTDto

P/E Value (Quality 10 Revenue Cap
Ratio  Calc.($} Ranking %ile [%k) (%]
8 B0 A 7 e 120

14 6370 A- 96 NA 6.0

1 NA C 26 NA 434

8 3520 NR 91 NA 13.2

NA-Not Available NM-Not Meaningful NR-Not Rated, *For Peer Groups with mare then 15 companies or stocks, selection of issues is based on markat capitalization.

Source: S&P.
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S&P Analyst Research Notes and other Company News

March 23, 2012

05:44 am ET ... S&P REITERATES BUY OPINION ON SHARES OF DISCOVER
FINANCIAL SERVICES [DFS 32.49****); DFS is gearing up to be a mora full service
direct banking and payments provider. In our view, DFS is following the lead of
Capital One (COF 54%***) ax DFS plans to expand its consumer services to
checking accounts and first mortgages. We are positiva about DFS's
differentiated direct approach, We think there is room for two large players in the
direct marketplace and that DFS* branch-less appraach mirrors that of tha highly
successful ING Dirsct business model that was recently acquired by COF. /Sonia
Parechanian

March 22, 2012

08:04 am ET ... S&P REITERATES BUY OPINION ON SHARES OF DISCOVER
FINANCIAL SERVICES {DFS 31.64****}: (11 EPS of $1.18, vs. $0.84, beats our $0.83
estimate and Capital IQ consensus of $0.94 dua to significantly higher than
expected reserve releases. Provisions dropped 64% on a continuation in
improving credit trends. Revenues grew 6.0%, on 7.0% spending growth and 9.0%
loan growth, partly offset by 14.0% growth of operating expenses. We introduce 2
FY '13 operating EPS estimate of $3.75. Wa raise our target price by $5 to $37, 9.8
our forward four quarters forward EPS estimate of $3.85, a multiple that is In line
with close peer Capital One Financial (COF 55%**¥). /Sania Parechanian, E. Oja

March 15, 2012

COF announces an underwritten public offering of $1.25B of COF shares. COF
intands to use the net proceeds of the offaring to fund a portion of its praviously
announced acquisition of HSBC's U.S. cradit card business.

Mareh 15, 2012

10:23 am ET ... S&P REITERATES BUY OPINION ON SHARES OF CAPITAL ONE
FINANCIAL CORF. {COF 52.58%***): COF is offering $1.26B of its common stock in
support of its previously announced acquisition of HSBC's credit card business.
The HSBC portfolio purchase fits COF's strategy well, and gives COF
significantly larger reach into reward programs. These programs should help
improve customer loyalty and receivables stability. We also think a successful
commaon stock offering will be a positive for investor sentiment fer the financial
sector. Qur 12-month target price of $61 is 10.4X our 2012 EPS estimate of $5.85, a
discount to network operator peers. /Sonia Parachanian

March 14, 2012

05:45 am ET ... S&P REITERATES BUY OPINION ON SHARES OF CAPITAL ONE
(COF 50.95****): COF is one of 19 financials whose comprehansive capital plan
was reviewed by the Fedaral Reserve. While we are not surprised that COF
passed, wa believe this is a positive for investor sentiment and the shares. The
company stated that under the hypothetical stress scenario with all proposed
capital actions through 04 '13, its Tier 1 common capital ratio would be 8.8%, the
tourth strongest campany of peers under review. Our $61 target price is 10.4X our
unchanged ‘12 EPS astimate of $5.85, a discount o network operators and just
under the stock's 10-year average. /Sonia Parechanian

February 15, 2012

10:28 am ET ... S&P REITERATES BUY CPINION GN SHARES OF CAPITAL ONE
(COF 49.76****); COF received Faderal Reserve approval to purchase ING Direct
from ING Groep {ING 9, Hold). Expansion of the deposit businass should provide
attractively priced capital and we think there is a good cultural fit that will foster
above peer lending and deposit growth, We introduce our 2013 EPS estimata of
$6.68, and raise our target price by $7 ta $61, as we helieve the shares can trade
at 10.4X our 2012 $5.85 EPS astimate. The group has moved up recently on better
aconomic trends, and this mukiple remains a discount to network operator peers
and is just under the 10 year average. /Sonia Parachanian

February 1, 2012

Capital One Financial Corp. announced that Peter E. Raskind has been appointed
to the company's board of directors. Raskind, former Chairman, Prasident and
Chief Executive Officer of National City Corporation, will fill a newly creatad seat
on the board, and will join the class of directors whose nominations will be
submitted for election by the company stockholders in May 2012. Raskind will jein
the board's Audit and Risk Committee. With more than thirty years of commarcial
banking expariance, Raskind is currently a consultant to banks and private equity
bank investors. Until its merger with the PNC Financial Services Group in
December 2008, Raskind served as Chairman, President and Chief Executive

Officer of National City Corporation.

January 20, 2012

COF posts $0.88 vs, $1.52 04 EPS. Notes its Q4 total revenues fell $104M, or 2.5%
from @3 '11, while non-interest expense increased $321M sequentially due to a
seasonal ramp in marketing expense and an increase in operating expense.

January 20, 2012

09:48 am ET ... S&P MAINTAINS BUY OPINION ON SHARES OF CAPITAL ONE
(COF 45.31****): 04 EPS of $0.88, vs. $1.52 missed our $1.52 EPS astimate and
$1.56 Capital 10 consansus forecast dus to significantly higher than expected
expenses. CED wamns that purchase accounting will cloud '12 results. We view
share weakness as an enhanced buying opportunity as we see an 8% risain
loans in (4 and 38% rise in marketing as a strong signals of confidence. Our $54
target price is based on our view that the P/E multiple will expand to 9.2X our
$5.,85 12 estimate {cut $0.23), a discount to card peers with their own networks,
but a premium ta banks with European exposure. /Sonia Parachanian

October 26, 2011

08:15 am ET ... S&P MAINTAINS HOLD OPINION ON SHARES OF TOTAL SYSTEM
SERVICES, INC. {TSS 18.71***). TSS posts 03 EPS of $0.30, vs. $0.23, $0.02 above
our estimate. We see operating ravenue growth of 4.5% in 2011 and 5.0% in 2012.
The company is posting strong growth in accounts on file, particularly in the
Commercial and Government Services areas. Additionally, TSS resigned an
important contract with Capital One Financial (COF 43, Buy). We look for a drop in
operating margins this year due to one time items, but expact a rebound in 2012,
W are fifting our 2011 EPS forecast to $1.12 from $1.10 and 2012's to $1.21 from
$1.20. We reitarate our 12-month target price of $20. /D. Cathers

Dctober 21, 2011
UP 2.87 to 43.36... COF posts $1.88 vs. $1.79 Q3 EPS on 4% revenue rise. S&P
Capital IQ says Q3 EPS topped its $1.43 estimate, keeps buy. ...

October 21, 201t

0%:50 am ET ... S&P KEEPS BUY OPINIQN ON SHARES OF CAPITAL DNE (COF
42.52%%%). 03 EPS of $1.88, vs. $2.04 topped our $1.43 estimate and Capital 1Q's
consensus forecast of $1.68. Despite pessimism about the economy, COF's loan
balances posted an encouraging rise, while credit metrics remained heaithy
glthough we axpact charge-offs to rise as the portfolio grows. The net interest
margin rose to 7.39% during 03 from 7.21% in the year ago period, whils the
charge-off ratio fell to 2.52% from 4.82%. On higher revenue projections, we raisa
our '11 EPS estimate to $7.68 from $7.13, but cut our target price to $54 from $50
on our revised P/E analysis. /AMcMillan

Source: S&P.
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Analysts' Recommendations
Montnly Average Trand Buy  Buy/Hoki Hold  Weak Hold Sell No Opinion COF Trend
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Wall Bireat Average
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Number of Analysts Following Stock

TR Tl

Stock Prica ($)

|

2010 2011 2012
Of the total 34 companies following COF, 29 analysts currantly publish recommandations.
No.of Ratings % ofTotal 1 Mo. Prior 3 Mos. Prior
Buy 13 45 n 12
Buy/Hold B 28 8 7
Hold [ 21 8 7
Waak Hold 0 0 0 0
Sall 1 3 1 1
No Opinion 1 3 1 0
Total 29 100 29 27
Wall Street Consersus Estimates
Estimates 2011 = 3012 2013 ===~ L4 2011 Actual $6.8

8

7

8

5N Db|J4 F M A ™M J J A S5 O N D|J F M

2010 2011 2012

Fiscal Years Avy Est. High Est. Low Est. # of Est. Est. P/E
2013 6.72 160 5.56 bl 8.3
2012 578 6.87 3.97 2 9.6
2M3vs. 2012 A 16% A11% A 40% V¥ -5% v -14%
Q113 1.61 1.88 1.54 6 346
Qa1'12 1.4 1.61 1.25 17 395
a1'13 vs. 01112 A 14% A% A 23% V¥ -65% v -12%

A company's eamings owtlook plays a major partin any invastmant decision. Standard & Poor's crganizes the eamings estimates of ovar 2,300
Wali Streat anelysts, and provides their consensus of samings over the next two years. This graph shows the trand in enalyst estimates ovar
the past 15 months,

Wal! Staet Consensus Gpinion
BUY/HOLD

Companies Offering Coverage

Over 30 firms follow this stock; not all firms are
displayed.

Argus Rasearch Company
Barclays

BofA Merrill Lynch

Buckingham Research Group Inc.
Citigroup Inc

Credit Agricole Sacurities {USA) Inc.
Credit Suisse

Davenport & Company

FBR Capital Markets & Co.
Goldman Sachs

Gradient Analytics, Inc.

HSBC

Hifliard Lyons

JP Morgan

Jeffaries & Company, Inc.

Kesfe, Bruyette, & Woods, Inc.
Ladenburg Thalmann & Company
Macquarie Research

Meredith Whitney Advisory Group
Moody?s

Margan Stanley

Morningstar Inc.

Nomura Sacurities Co. Ltd.
QOppenhaimer & Co. Inc.

Piper Jaffray Companies

RBC Capital Markets

S&P Equity Research

Sanford C. Bernstein & Co., Inc.
Societe Generale Gross Asset Research
Sterne Agee & Leach Inc.

Wall Strect Consansus vs. Performance

For fiscal year 2012, analysts estimate that COF
will earn $5.78. For fiscal year 2013, analysts
sstimate that COF's earnings per share will grow
by 16% to $6.72.

Souree:

S&F, Capital |0 Estimates, inc.
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Glossary

S&P STARS

Since January 1, 1987, Standard and Poar's Equity
Research Services has ranked a universe of common
stocks based on a given stock's potential for future
performance. Under proprietary STARS (STock
Appraciation Ranking System), S&P equity analysts rank
stocks according to their individuai forecast of a stock's
future total return potential versus the expected total
return of a relevant benchmark {e.g., a regional index
[S&P Asia 50 Index, S&P Europe 350 Index or S&P 500
Index)}, based on a 12-month time horizon. STARS was
designed to mest the needs of investors looking to put
their investment decisions in perspactive. Data used to
assist in determining the STARS ranking may be the
result of the analyst's own models as well as internal
propristary models resulting from dynamic data inputs.

S&P 12-Month Target Price

The S&P equity analyst's projection of the market price a
given security will command 12 months hence, based on
a combination of intrinsic, relative, and private markst
valuation metrics, including S&P Fair Value,

Investment Style Classification

Characterizes the stock as Growth or Value, and
indicates its capitalization level. Growth is evaluated
zlong three dimensions {sarnings, sales and internal
growth), while Value is evaluatad along four dimensions
{book-to-price, cash flow-to-price, dividend yield and
sale-to-price). Growth stocks scors higher than the
market average on growth dimensions and lower on
value dimansions. The reversa is true for Value stacks.
Certain stocks are classified as Blend, indicating a
mixture of growth and value characteristics and cannot
be classified as puraly growth or value.

S&P EPS Estimatos

Standard & Poor's earnings per share [EPS) estimates
reflect analyst projections of future EPS from continuing
operations, and genaerally exclude various items that are
viewed as special, non-recurring, or extraordinary. Also,
S&P EPS ostimatss reflect either forecasts of S&P equity
analysts; or, the consensus {average) EPS estimata,
which ara independently compilad by Capital 10, a data
provider to Standard & Poor's Equity Research. Among
the items typically excluded from EPS estimates are
asset sale gains; impairment, restructuring or
merger-ralatad charges; legal and insurance
seftlemants; in process research and development
expenses; gains or losses on the extinguishment of debt;
the cumulative effect of accounting changes; and
earnings related to operations that have been classifisd
by the company as discontinued. The inelusion of some
items, such as stock option expense and recurring types
of cther charges, may vary, and depend on such factors
as industry practice, analyst judgmant, and the extent to
which some types of data Is disclosed by companies.

S&P Core Earnings )

Standard & Poor's Gore Earnings is a uniform
methodology for adjusting operating earnings by
focusing on @ company's after-tax earnings gensratad
from its principal businesses. Included in the Standard &
Poor's definition are employee stock option grant
axpenses, pension costs, rastructuring charges from
ongaoing operations, write-downs of depreciable pr
amortizable pperating assets, purchased research and
devalopment, M&A related expenses and unrealized
pains/losses from hedging activities. Excluded from the
definition are pension gains, impairment of goodwill
charges, gains or lossas from asset sales, reversal of
prior-year charges and provision from litigation or
insurance settlements.

Qualitative Risk Assessmant

The S&P equity analyst's view of a given company's
operational risk, or the risk of a firm's ability to cantinus
a$ an ongoing concern. The Qualitative Risk Assessment

is a relative ranking to the S&P U.S. STARS universe, and
should be reflective of risk factors related to a
company's operations, as opposed to risk and volatility
measures associated with share prices.

Quantitativa Evaluations

In contrast to our qualitative STARS recommendations,
which are assigned by S&P analysts, the quantitative
evaluations described below are derived from
propriatary arithmetic modeis. These computer-driven
evaluations may at times contradict an analyst's
qualitative assessment of a stock. One primary reason
for this is that different measures are used te datarmine
sach. For instance, when designating STARS, S&P
anelysts assess many factors that cannot be reflected in
amodel, such s risks and opportunities, management
changes, recent competitive shifts, patent expiration,
litigation risk, etc.

S&P Quality Ranking

Growth and stability of eamings and dividends are
deemed key elements in astablishing S&P's Quality
Rankings for common stocks, which are designed to
capsuliza the nature of thig record in a single symbol. It
should be noted, however, that the process alse takes
into consideration cartain adjustments and modifications
deemed desirable in establishing such rankings. The
final score for sach stock is measured against a scoring
matrix determined by analysis of the scores of a large
and representative sample of stocks. The range of
scores in the array of this sample has been aligned with
the following ladder of rankings:

A+ Highest B  Below Average
A High B- Lower
A-  Ahove Average C  Lowest
B+ Awerape O InReorganization

NR  Not Ranked

S&P Fair Value Rank

Using S&P's exclusive proprietary quantitative model,
stocks are ranked in one of five groups, ranging from
Group 5, listing the most undervalued stocks, to Group 1,
the most overvalued issues. Group 5 stocks are expected
to generally outperform all others. A positive {+) or
negative {-} Timing Index is placed next to the Fair Valus
ranking to further aid tha seiection process. A stock with
8 [+ added to the Fair Valua Rank simply means that this
stack has a somewhat better chance to outperform ather
stocks with the same Fair Value Rank, A stock with a {-)
has a somewhat lessar chance to autperform other
stocks with the same Fair Value Rank. The Fair Value
rankings imply the following: 5-Stock is significantly
undervatued; 4-Stock is moderately undarvalued; 3-Stock
is fairly valued; 2-Stock is madestly overvalued; 1-Stock
Is significantly overvaiued,

S&P Fair Value Calculation

The price at which a stock should trade at, according to
S&P's proprietary quantitative model that incorporates
both actual and estimated variables {as opposed to only
actuel variables in the case of S&P Quality Ranking).
Relying heavily on a company's actual return on equity,
the S&P Fair Value mode! places a value on a security
based on placing a formufa-derived price-to-book
muttiple on a company's consensus earings per share
estimate.

Ingider Activity

Gives an insight as to insider sentiment by showing
whether diractors, officers and key employees who have
proprietary information not available to the general
public, ara buying or selling the company’s stock during
the most recent six months.

Funds From Operations FFO

FF0 is Funds from Operations and equal to & REIT's net
incoms, excluding gains or logses frem sales of property,
plus raal estate depreciation.

Investability Quotient {10}
The IQ is a measure of investment dasirability, It serves

as en indicator of potential medium-to-long term returmn
and &s & caution against downside risk. The measurs
takes into account variables such as technical
indicators, earnings astimates, liquidity, financial ratios
and selected S&P proprietary measures.

S&P's I1Q Rationale;
Capital One Financial

Raw Score Max Value
Proprietary S&P Measures 8 115
Technical Indicators 25 a0
Liquidity/Volatility Measures 19 20
Quantitative Measures 19 75
10 Total m 50
Volatility

Rates tha valatility of the stock's price over the past year,

Technical Evaluation

In researching the past market history of prices and
trading voluma for each company, S&P's computer
models apply special technical methods and formulas to
identify and project price trends for the stock.

Relative Strength Rank

Shows, on a scale of 1 to 99, how the stock has
performed versus all other companies in S&P's universe
on a rolling 13-week basis.

Glohal Industry Classification Standard [GICS)

An industry classification standard, devefoped by
Standard & Poor’s in collaboration with Morgan Stanlay
Capital International (MSCI). GICS is currently comprised
of 10 Sectors, 24 Industry Broups, B8 Industries, and 154
Sub-Industries.

S&P Issuer Credit Rating

A Standard & Poor's Issuer Cradit Rating is a current
apinion of an obligor's overall financial capacity (its
creditworthiness} to pay its financiai obligations, This
opinion focuses on the obligor's capacity and willingness
to meet [ts financial commitments as they come due. It
does not apply to any specific financial obligation, as it
daes not take into account the nature of and provisions
of the obligaticn, its standing in bankruptcy or liquidation,
statutary preferences, or the legality and enforceability
of the obiigation. In addition, it does nottake into
account the creditworthiness of the guarantors, insurers,
or other forms of eradit snhancement on the obligation.
The Issuer Credit Rating is not a recommendation to
purchase, sall, or hold a financial obligation issued by an
obiigor, as it does not comment on market price or
suitability for a particular investor. Issuer Credit Ratings
are based on current information furnished by obligors or
obtained by Standard & Poor's from sther sources it
considers reliable. Standard & Poor's does not perform
an audit in connaction with any Issuer Credit Rating and
may, on occasion, rely on unaudited financial
information. Issuer Credit Ratings may be changed,
sugpended, or withdrawn as a result of changes in, or
unavailability of, such information, or based on other
tircumstances.

Exchange Type

ASE - American Stock Exchange; AU - Australia Stock
Exchange; BB - Bulletin Board; NGM - Nasdag Global
Market; NNM - Nasdaq Global Select Market; NSC -
Nasdaq Capital Market; NYS - New York Stock
Exchange; OTN - Other OTC {Over the Counter); OTC -
Qver the Counter; OB - 0TCQB; OX - 0TCQX; TS - Toranto
Stock Exchange; TXV - TSX Venture Exchange; NEX -
NEX Exchange.

S&P Equity Research Services

Standard & Poor's Equity Research Services U.S.
in¢ludes Standard & Poor's Investment Advisory
Services LLC; Standard & Poor's Equity Research
Services Europe includes McGraw-Hill Financial
Research Europe Limitad trading as Standard & Poor's;
Standard & Poor's Equity Research Services Asia
includes MeGraw-Hill Financial Singapore Pte. Limited's

Radistribution or reproduction is prohibited without writtan permission. Copyright © 2012 Standard & Poor's Anancial Services LLC,
STANDARD & PDOR'S, S&P, S&P 500, S&P Europe 350 and STARS are registered trademarks of $tandard & Poor's Financial Services LLC.
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offices in Singapore, Standard & Poor's Invastment
Advisary Services {HK} Limited in Hong Kong, Standard &
Poor's Malaysia Sdn Bhd, and Standard & Poor's
Information Services (Australia} Pty Ltd.

Abbreviations Used in S&P Equity Research Reports
GAGR- Compound Annual Growth Rate; GAPEX- Capital
Expenditures; CY- Calendar Year; DCF- Discounted Cash
Flow; EBIT- Earnings Befare Interest and Taxes; EBITDA-
Earnings Before Intersst, Taxes, Dapreciation and
Amortization; EPS- Earnings Par Share; EV- Enterprise
Valua; FGF- Free Cash Flow; FF0- Funds From Operations;
FY- Fiscal Year; FfE- Price/Earnings ; PEG Ratio-
P/E-to-Growth Ratio; P¥- Present Value; R&D- Research
& Development; ROE- Return on Equity; ROI- Return on
Investment; ROIC- Return on Invested Capital; ROA-
Return on Assets; SG&A- Seliing, General &
Administrative Expenses; WAGG- Weighted Average
Cost of Capital

Dividends on American Dapository Receipts {ADRs} and
American Depository Shares (ADSs} are net of taxes
{paid in the eountry of arigin).

Required Disclosarcs

In contrast to the gualitative STARS recommendations
covered in this repert, which are determined and
assignad by S&P equity analysts, S&P's quantitative
evaluations are derived from S&P's proprietary Fair
Value quantitative mode). In particular, the Fair Value
Ranking methodclogy is a relative ranking methodelogy,
whereas the STARS methodology is not. Because the
Fair Valus modsl and the STARS methodology reflect
different criteria, assumptions and analytical methods,
quantitative eveluations may at timas differ from {or even
contradict) an equity analyst's STARS recommendations.
As @ quantitative model, Fair Value relies on history and
cqngansus astimates and does net intreduce an element
of subjectivity as can be the case with equity analysts in
assigning STARS recommendations.

S&P Glohal STARS Distribution

In Narth America: As of December 31, 2011, research
analysts at Standard & Poor's Equity Research Services
North America recommended 38.1% of issuers with buy
recommendations, 57.4% with hold recommendations
and 3.5% with sell recommandations.

In Europe: As of Decembar 31, 2011, research analysts at
Standard & Poor's Equity Research Services Europe
recommendad 31.5% of issuers with buy
recommendations, 50.6% with hold recommendations
and 17.9% with sell recommendations.

In Asia: As of December 31, 2011, rasearch analysts at
Standard & Poor's Equity Research Services Asia
racommended 43.3% of issuers with buy
recommendations, 51.0% with hold recommandations
and 5.2% with sell recommendations.

Globally: As of December 31, 2011, research analysts at
Standard & Peor's Equity Research Services globaily
recommended 38.3% of issuers with buy
recommendations, 55.7% with hold recommendations
and 6.0% with sell recommendations.

Y3k dc ko 5-STARS {Strong Buy): Total return is
expacted to outparform the total raturn of a relevant
benchmark, by a wide margin over the coming 12
months, with shares rising in price on an absolute basis.

Jddkk  4-STARS (Buy): Total retumn is expected to
outparform the total return of a relevant benchmark over
the coming 12 months, with shares rising in prica on an
absolute basis.

ko 2-STARS {Hold): Total return is expacted to
closely approximate the total return of a relevant
benchmark over tha coming 12 months, with shares
generally rising in price on an absclute basis.

* %k 2-STARS (Sell]: Total return is expected to

underperform the total return of a relevant benchmark
overthe coming 12 months, and the share price not
anticipated to show a gain.

* 1-STARS {Strong Sell}: Total retumn is
expected to underperform the total return of a relevant
benchmark by a wide margin over the coming 12 months,
with shares falling in prica on an absolute basis.

Relevant benchmarks: In North America the relevant
banchmark is the S&P 500 Index, in Europe and in Asia,
the relevant henchmarks are generally the S&P Europe
350 Index and the S&P Asia 50 Index.

For All Regians: All of the views expressed in this
rasearch report accurately reflect the resaarch analyst's
personal views regarding any and all of the subject
securities or issuers, No part of analyst compensation
was, is, or will be directly or indirectly, related to the
spacific recommendations or views expressed in this
resoarch report.

$&P Global Quantitative Recommendations Distribution

I Europa: As of December 31, 2011, Standard & Poor's
Quantitative Services Europe recommended 51.0% of
issuers with buy recommendations, 19.0% with hold
recommendations and 29.0% with sell recommendations.

In Asia: As of Dacember 31, 2011, Standard & Poor's
Quantitative Servic es Asia recommended 43.8% of
issuers with buy recommendations, 20.0% with hold
racommendations and 32.0% with sell recommendations.

Globally: As of Dacember 31, 2011, Standard & Poor's
Quantitative Services globally recommended 45.0% of
issuers with buy recommendations, 19.0% with held
recommendations and 34.0% with sell recommendations.

Additional information is available upon request.

Gther Disclosuces

This report has besn prepared and issued by Standard &
Poor's and/or one of its affiliates. In the United States,
research raports are prepared by Standard & Poor's
Investment Advisory Services LLC {"SPIAS'). In the
United 5tates, ressarch reports are issued by Standard
& Poor's ("S&P"}; in the United Kingdom by McGraw-Hill
Finencial Research Europe Limited, which is authorized
and regulated by the Financial Services Authority and
tradas as Standard & Poor's; in Hong Kong by Standard
& Poor's Investment Advisory Services (HK} Limited,
which is regulated by the Hong Kong Securities Futures
Commission; in Singapore by McGraw-Hill Financiel
Singapore Pte. Limited {MHFSPL), which is reguiated by
the Monetary Authority of Singapore; in Malaysia by
Standard & Poor's Malaysia Sdn Bhd ("S&PM'), which is
regulated by the Sacurities Commission; in Australia by
Standard & Poor's Infarmation Services (Australia) Pty
Ltd {"SPIS"), which is regulated by the Australian
Securities & Investments Commission; and in Korea by
SPIAS, which is also registered in Korea as a
cross-border investment advisory company.

The research and analytical services performed by
SPIAS, McGraw-Hill Financial Research Europe Limited,
MHFSPL, S&PM, and SPIS are sach conducted
separately from any other analytical activity of Standard
& Poor's.

Standerd & Poor's or an affiliate may license certain
intallectual property or provide pricing or other services
to, or otherwise have a financial intersst in, certain
issuers of securities, including exchange-traded
investments whose investment nbjective is to
substantially replicate the returns of a proprietary
Standard & Poor's index, such as the S&P 500. In cases
where Standard & Poor's or an affiliate is paid fees that
are tied to the amount of assets that are invested in the
fund or the volume of trading activity in the fund,
investment in the fund will generally result in Standard &

Poor’s or an affiliate earning compensation in addition to
the subscription feas or other compensation for services
rendered by Standard & Poor's. A reference to a
particular invastment or security by Standard & Poor's
and one of its affiliates is not a recommendation to buy,
sell, or hold such investment or security, nor is it
considered to e investment advice.

Indexes are unmanaged, statistical composites and their
returns do not include payment of any sales charges or
fees an investor would pay to purchasas the securities
they represent, Such costs would lower parformance. It
is not possible to invest directly in an index.

Standard & Poor's and its affiliatas provide a wide range
of services to, or relating to, many organizations,
including issuers of securities, investment advisers,
broker-dealers, investment banks, other financial
institutions and financial intermediaries, and accordingly
may receive fees or other economic benefits from those
organizations, including organizations whose securities
or services they may recommend, rate, include in model
portfolios, evaluate or otherwise address.

S&P Capital 1Q and/or ane of ite affiliates has performed
sarvices for and received compensation from this
company during the past twelve months.

Disclaimers

With respect to reports issued to clients in.Japan and in
thae case of inconsistencies between the English and
Japanese version of a report, the English version
prevails, With respect 1o reports issued to clionts in
German and in the case of inconsistencies betwsen the
English and German version of a report, the English
version prevails. Neither S&P nor its affiliates guarantes
the aceuracy of the translation. Assumptions, opinions
and estimates constitute our judgmant as of the date of
this material and are subject to change without notica.
Past performance is not nacessarily indicative of future
results.

Standard & Poor's, ite affiliates, and any third-party
providers, as well as their directors, officers,
shareholders, employees, or agents (collectively S&P
Parties) do not guarantes the accuracy, completaness or
adequacy of this material, and S&P Parties shall have no
Tiability for any errors, omissions, or interruptions therein,
regardiass of the cause, or for the results obtained frem
the use of the information provided by the S&P Partios.
S&P PARTIES DNSCLAIM ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED
TO, ANY WARRANTIES OF MERCHANTABILITY,
SUITABILITY DR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall 3&P Parties be liable to any
party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consaquantial
damages, costs, expenses, legal fees, or lossas
lincluding, without limitation, lost income or lost profits
and opportunity costs) in connection with any use of the
information containad in this document even if advised of
the possibility of such damages. Capital [QLis a business
of Standard & Poor's.

Ratings from Standard & Poor's Ratings Services are
statements of opinion as of the date they are expressed
and not statements of fact or recommendations to
purchass, hold, or sell any securities or to make any
investment decisions. Standard & Poor's assumes no
obligation to update its opinions following publication in
any form or format. Standard & Poor's ratings should not
be relied on and are not substitutes for the skill,
judgment and expetience of the user, its management,
smployses, advisors and/or clients whan making
investment and other business decisions. Standard &
Poor's rating opinions do not address the suitability of
any security. Standard & Poor's dops notactas a
fiduciary. While Standard & Poor's has obtained
information from sources it believes to be raliable,

Redistributi hihitad without written permission. Copyright € 2012 Standard & Poor's Financial Services LLC.
STANDARD & PODR S. S&P, S&P 500, S&P Europe 350 and STARS are registered trademarks of Standard & Poor's Financial Services LLC.
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Standard & Poor's does not perform an audit and
undertakes no duty of due diligence orindspandent
varification of any information it receives.

Standard & Poor's keeps certain activities of its business
units separate frem each other in order to preserve the
independence and objectivity of their respective
activities. As a rasult, certain husinass units of Standard
& Poor's may have information that is not available to
other Standard & Poor's business units. Standard &
Powe's has established policies and procedures to
maintain the confidentiality of certain non-public
information received in connection with each analytical
process.

Standard & Poor's Ratings Services did not participats in
the development of this report. Standard & Poor's may
receive compensation for its ratings and certain
credit-ralated analyses, normally from issuers or
underwriters of securities or from ohligors. Standard &
Poor’'s reserves the right to disseminate its opinions and
analyses. Standard & Poor's public ratings and analyses
are made available onits Web sites,
www.standardandpoors.com {free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com
(subscription), and may be distributed through othar
means, including via Standard & Poor's publications and
third-party redistibutors. Additional information about
our ratings fees is available at
www.standardandpoors.com/usratingsfess.

This material is not intended as an offer or solicitation for
the purchase or sals of any security or other financial
instrument. Securities, financial instruments or
strategies mentioned herein may not be suitabie for all
investors. Any opinions expressed herein are given in
good faith, are subject to change without notice, and are
anly current as of the stated date of their issus. Prices,
vaiues, orincome from any securities or investments
mentioned in this report may fall against the interasts of
the investor and the investor may get back lass than the
amount invested. Where an investment is described as
being fikely to yield income, please note that the amount
of incoma that the invastor will receive from such an
investment may fluctuate. Whers an investment or
sacurity is denominated In a different currency to the
investor's currency of refarence, changes in rates of
exchange may have an adverse effect on the value, price
ar income of or from that investment to the investor. The
information contained in this report does not constitute
advice on the tax consequencas of making any particutar
investment decision. This material is not intended tor any
spacific investor and does not take into account your
particular investment objectives, financial situations or
needs and is not intended as a recommendation of
particular securities, financial instruments or strategias
to you. Before acting on any recommendation in this
matarial, you should considar whether it is suitable for
your particular circumstances and, if necessary, saek
professional advice,

This document does not constituta an offer of services in
jurisdictions whare Standard & Poor's or its affiliates do
not have the necessary licenses.

For residents of tha U.K. - This reportis only directed at
and should only be relied on by persons outside of the
United Kingdom or persons who are inside the United
Kingdom and who have professional experianca in
matters relating to invesiments or who are high net
worth persons, as defined in Article 18{5} or Article 4%{2)
{a} to {d} of the Financial Services and Markets Act 2000
{Financial Promotion} Order 2005, respectively.

For residents of Singapore - Anything herein that may be
construed as a recommendation is intended for general

circulation and does not take into account the specific
investment objectives, financial situation or particwlar
needs of any particular person. Advice should be sought
from a financial adviser ragarding the suitability of an
investment, taking into account the specific investment
objectives, financial situation or particular needs of any
persan in receipt of tha recommendation, before the
parson makes a commitment to purchase the investment
product.

For residents of Malaysia - All queries in relation to this
report should be referred to Ching Wah Tam.

For residents of Indonesia - This research report does
not constitute an offering documant and it should not be
construed as an offer of securities in Indonesia, and that
any such securities will only be offered or sold through a
financial ingtitution.

For residents of the Philippines - The securities being
offered or sold have not baen registered with the
Secwrities and Exchange Commission under the
Securities Regulation Code of the Philippines. Any future
offer or sale thereof is subject to registration
requirements under the Code unless such offer or sale
qualifies as an exempt transaction.

LS. STARS Cumulative Model Performance
Hypathetical Growth Due to Price Appraciation of $100
Forthe Pariod 12/31/1986 through 02/29/2012
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The perfermance above represents only the results of
Standard & Poor's model portfolios. Model performance
has inherent limitations. Standard 8 Poor's maintains the
models and calculates the model performance shown,
but does not manage actual assets. The LS. STARS
model performance chartis only an illustration of
Standard & Poor's (S&P) rasearch; it shows how U.S.
commgn stocks, ADRs (American Depaositary Receipts)
and ADSs {American Depositary Shares), collectively
“equities”, that received particular STARS rankings
performed. STARS categories are models only; they are
not callective investment funds. The STARS performance
does not show how any actual portfolio has performed.
STARS model performance doss not represent the
results of actual trading of investor assets. Thus, the
model performance shown does not reflect the impact
that material economic and market factors might have
had on decision-making if actual investor money had
been managed. Performance is calculated using a
time-weighted rate of return. While model performance
for some or all STARS catagorias performed better than
the S&P 500 for the period shown, the performance
during any shorter period may not have, and there is no
assurance that thay will perform better than the S&P 500
in the future. STARS does not take into account any
particular investment objective, financial situation or
need and is not intended as an investment
recommendation or stratagy. Investments based on the
STARS methodology may lose money. High returns are
not necassarily the norm and there is no assurance that
they can be sustained. Past model performance of
STARS is no guarantee of future performance.

For model performance calculation purposes, the

equities within each STARS category at December 31,
1986 were oqually weighted. Thareafter, additions to the
compasition of the equities in each STARS category are
made at the average value of the STARS category at the
preceding month end with no rebalancing. Deletions are
made at the closing price of the day that the deletion is
made. Performance was calculated from inception
through Mareh 31, 2003 on a monthly basis. Thereafter,
performance is calculated daily. Equities in each STARS
category will change over tima, and some or all of the
equities that recaived STARS rankings during the time
period shown may not have maintained their STARS
ranking during the entire periad.

The model performance doas not consider taxes and
brokerage commissions, nor does it reflect the deduction
of any advisory or other fees charged by advisors or
other parties that investors will incur when thair
accounts are managed in accordance with the modeis.
The imposition of these fees and charges would cause
actual performance to be lower than the performance
shown. For example, if a madel returned 10 percent on a
$100,000 investment for a 12-month period {or $10,000}
and an annual asset-based faa of 1.5 percent were
imposed at the end of the period (or $1,650}, the net
return would be 8.35 percent {or $8,350) for the year.
Over 3 years, an annual 1.5% fee taken at year and with
an assumed 10% return per year would resultin a
cumulative gross return of 33.1%, a total fee of $5,376
and a cumulative net return of 27.2% {or $27,200). Fess
deducted on a frequency other than annual would result
in a different cumulative net return in the preceding
example.

The Standard & Poor's 500 index is the benchmark for
U.5. STARS. The S&P 500 index is calculated in U.S.
dollars and does not take into account the reinvestmant
of dividends. Indexes are unmanagad, statigtical
composites and their retums do not include payment of
any sales charges or fess an invastor would pay to
purchase the securities they represent. Such costs
would lower perfermance. It is not possible to invest
directly in an index. The S&P 500 index includes a
different number of constituents and has differant risk
characteristics than the STARS equities. Some of the
STARS equities may have been included in the S&P 500
index for some {but not necessarily all) of the peried
covered in the chart, and some such equities may not
have been included at all. The S&P 500 excludes ADRs
and ADSs, The methodology for calculating the return of
the S&P 500 index differs from the methodology of
calculating the return for STARS. Past performance of
the S&P 500 index is no guarantee of futures
performance.

An investment based upon the models should only be
made after consulting with a financial advisor and with
an understanding of the risks associated with any
investmant in securities, including, but not limited to,
market risk, currency risk, political and credit risks, the
risk of economic recession and the risk that issuers of
securities or ganeral stock market conditions may
worsen, over time. Foreign investing involves certain
risks, including curreney fluctuations and controls,
restrictions on foreign investments, less governmantal
supervision and regulation, less liquidity and the
potential for market volatility and politica! instahility, As
with any investment, investment returns and principal
value will fluctuate, so that when redeemed, an
Investor's shares may be worth mare or less than thair
original cost.

For residants of Australia — This report is distributad by
Standard & Poor's Information Services {Australia) Pty
Ltd {"SPIS"} in Australia. The entirety of this report is
approved by Charles Baumann, who has reviewad and
authorised its content as at the date of publication.

Any express or impfied opinion contained in this report is
limited to "General Advice® and based solely on
consideration of the investment merits of the financial
preduct{s} alona. The information in this veport has not

Radistribution or reproduction is prohibited without written permission. Copyright ® 2012 Standard & Poor's Financial Services LLC.
STANDARD & POR'S, S&P. S&P 500, S&P Europe 350 and STARS are registerad trademarks of Standard & Poar's Financial Services LLC.
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bean prepared for use by retail investors and has besn
prepared without taking account of any particular
person’s financial or investment obigctives, financial
gituation or needs, Before acting on any advice, any
person using the edvice should consider its
appropriateness having regard to their own or their
clients' objectives, financial situation and needs. You
should obtain & Product Disclosure Statamant relating to
the preduct and consider the stetement before making
any decision or recommendation abowt whether to
acquire the product. Each opinicn must be weighed
solely as one factor in any investment decision made by
or on behalf of any adviser and any such advisar must
accardingly make their own assessment taking into
account an individual's particular circumstancas.

SPIS holds an Australian Financial Services Licence
Number 258896. Please refer to the SPIS Financial
Serviges Guide for more information at
www.fundsinsights.com.eu.

Redistribution or reproductien is prokibited without written permission. Copyright © 2012 Stendard & Poor's Finaneial Services LLC.
STANDARD & POOR'S, S&P, S&P 500, S&P Europe 350 and STARS are registered trademarks of Standard & Poor's Financial Sarvices LLC.
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FARGO SR Total assets reported as of Mar 31, 2012

Summary of your account’s investment growth .
MTD Qo YTD  Since 01/01/95 Asuet allocation

Beginning market value $4,206,737 $3,965,390 $3,965,390 $2,251,617

Deposits minus withdrawals -$140,025 -$140,025 -$140,025 -$4,640,951

Neat invested capital $4,156.712 $3,825,365 $3,825,365 -$2,389,334

Investment results $186,163 §$517,509 $517.500 $6,732,208

Ending market value $4,342,874 $4,342.874 $4,342,874 $4,342,874

Your net money-weighted retums 4.5% 13.2% 13.2% 11.2%

Net invested capital is your combined market value at the beginning of a stated time period plus deposits and minus withdrawals. Retums are
annualized for the fime periods %Bmaﬁ than one year and are calculated after the deduction of program fees. Net money-weighted rates of
refurn reflect your decisions to deposit or withdraw assets and should ot be used to meastre performance of an investment manager. Past
performance is no guarantee of fulire results.

Time-weighted perfermance:

Ty

M Account S H

40.00%

20.00%

Market value % ofassets

' i Cash alteratives $289,260 8.7%
-20.00% . . #l Large cap equity $3,533,667 91.4%
T8 Mid cap squity $517 612 11.9%
Total assets $4340558  100.0%
Qrp YTD 2009 2010 2011 1Yr 3 Yrs 5Yrs  Since Accrued inferest $2.316
01/01/85 Ending market value $4,342.874
Account 132%  132%  530% 27%  30.8%  309%  336% 6.6% 9.9% ol
Market indices Top _ﬂ_ dings R %N.
S&P 500 126%  126%  265%  151% 2.1% 85%  23.4% 2.0% 8.7% INTU _oMm_MMMM,ooEun iy
RUSSELL MIDCAP 12.9%  129%  405%  255% 1.5% 3.3%  201% 30%  11.0% MMNM S EPOST S o
RUSSELL 2000 124%  124%  272%  26.9% 4.2% 02%  26.9% 2.1% 8.6% OSIT o :
MSCI EAFE 11.0%  110%  32.5% 82%  -11.7% 53%  17.7% -3.0% 4.9% GLOBAL PAYME x_w_m_oz_ 5.5
60%S&P500 / 40%SLGC 7.5% 75%  17.7%  12.2% 5.1% 8.9%  17.0% 4.2% 8.3% mm“mmw_._,__m_.mo._. OMPANY M.m
BARCAP G/C INT 0.6% 0.6% 5.2% 5.9% 5.8% 6.1% 5.9% 5.7% 6.2% s__.>m COMPANY To
ML 3M TBILL 0.0% 0.0% 0.2% 0.1% 0.1% 0.1% 0.1% 1.29% 3.3% W"wmmw J ”
CPI ALL URBAN NSA 0.8% 0.8% 2.7% 1.5% 3.1% 1.9% 2.3% 21% 2.5% :
HARTFORD FINL SVCS GROUP 23
Returns are annualized for time periods greater than one year. Net lime-weighted refums are independent of the timing and magnitude of your DISCOVERY COMMUNICATIONS 6

cash flow decisions and are calculated after the deduction of program fees. Each retumn period is given an equal weighting, regardiess of
noa_wno value. They are appropriate for measuring the performance of an investment manager. Past performance is no guarantee of future
rasuits,
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Presented by:

STEVEN ZATKIN & DOUGLAS WEGNER
248-645-6450

Total assets reported as of Mar 31, 2012

Month end risk siatistic information is not availsblz

Disclaimers

The report is not the official record of your account. However, it has been prepared to assist you with your investment planning and is for informational purposes only. Your Wells Fargo Advisors Client Staternents are
the official record of your account. Therefore, if there are mﬂ\ discrepancies between this report and your Client Statement, you should rely on the Client Statement and calf your local Branch Manager with any
quesfions. Transactions requiring tax consideration should be

The prices of smalf company sfocks are generally more volatile than large company stocks. They offen involve higher risks because smaifer companies may lack the management expertise, financial resources,
product diversification and competitive strengths to endure adverse economic conditions. Investing in foreign securities presents certain risks not associated with domsstic investments, such as currency fluctuation,
and different accounting standards. This may result in greater share price volatility. Investing in emerging markets often accentuates those risks. The indices are presented to

ing of their historic long-ferm performance, and are not presented fo illustrate the performance of any securiy. Individual investors cannot directly purchase an index.

political and economic h.:mnm!.____ws
provide you with an understandit

Indexes
S&P 500
RUSSELL MIDCAP

RUSSELL 2000

MSCI EAFE

BARCLAYS CAPITAL US AGG.
GOVT/CREDIT

BARCLAYS CAPITAL
GOVERNMENT INTERMEDIATE

ML TREASURY 3 MONTH TBILL

CP! ALL URBAN CONSUMERS
NSA

Wells Fargo Advisors is the trade name used by two separate registered broker-dealers: Wells Fargo Advisors, LLC, and Wells Fargo Advisors Financial Network, LLC, Members SIPC, non-bank affiliates of Wells

Fargo & Company.

reviewed carefully with your accountant or fax advisor.

The S&P 500 Index consists of 500 stocks chosen for market size, liquidity, and industry group representation. It is a market-value weighted index
(stock price times number of shares outstanding) with each stock's weight in the Index proportionate to its markat value. The S&P 500 Is one of the
most widely-used benchmarks of U.S. equity performance.

The Russell Midcap Index measures the performance of the 800 smallest companies by market capitalization in the Russell 1000 Index. This mid-cap
index represents approximately 31% of the Russell 1000 total market capitalization.

The Russell 2000 Index consists of the smallest 2,000 securities in the Russsll 3000 Index. This is the Russell Company's small-capitalization index
that is widely regarded in the industry as the premier measure of small-capitalization stocks.

The Morgan Staniey Capital Intemational(MSCI) EAFE Index is a widely used measurement of international equity performance. It comprises 21 MSCI
cauntry indices that represent the developed markets outside of North Amarica: Europe, Australasia and the Far East. MSCI aims to include in its
international indices 85% of the free float-adjusted markst capitalization in each industry group, within each country.

The Barclays Capital U.S. Government/Credit Bond Index which is composed of all treasuries, government-related issues and corporate bonds that
are investment grade (rated Baa or higher by Mecody's or BBB or higher by S&P, if unrated by Maody's) with one year or mora left until maturity. Total
aﬁ:q:_oo_._._uzmmm price appreciation/depreciation and income as a percentage of the original investment. The index is rebalanced monthly by market
capitalization.

The Barclays Capital Govemnment/Credit ntermediate Bond Index is composed of all bonds that ara investment grade (rated Baa or higher by Moody's
or BBB or higher by S&P, if unrated by Moody's) with maturities between 1 and 9.99 years. Issues must have at least one year to maturity. Total retum
Saﬂu..mmmw price appreciation/depreciation and income as a percentage of the original investment. The index is rebalanced monthly by market
capitalization.

The Merrill Lynch U.S. 3-Month Treasury Bill Index is comprised of a single issue purchased at the beginning of the month and held for a full month.
At the end of the manth that issue is sold and rolled into a weekly selected issue. The issue selected at each month-end-rebalancing is the
outstanding Treasury Bill that matures closest to, but not beyond, three months from the rebalancing date.

The CPI All Urban Consumers NSA Index (CPI) is a non-seasonally adjusted measure of the average change over time in the prices paid by urban
coensumers for a market basket of consumer goods and services. The CPI is calculated by the Bureau of Labor Statistics and published monthly. Due
1o the late publishing date each month, the index number provided always includes estimated return for the prior month.

NOT INSURED BY FDIC OR ANY FEDERAL GOVERNMENT AGENCY

MAY LOSE VALUE NOT A DEPOSIT OF OR GUARANTEED BY A BANK OR ANY BANK AFFILIATE
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