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Words to Live by in Troubled Times

Passion

Pragmatism

Possibilities

Patience

Principles

Source: AllianceBernstein

AllianceBernstein




Traumatic Investment Conditions: Equity Markets Slu mped
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Credit Spreads Hit Their Highest in More than 70 Ye ars

US BBB Corporate Spreads
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Source: Barclays Capital, Global Financial Data, Moody’s and AllianceBernstein
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“Safe Haven” Assets Outperformed as Investors Fled R sk
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Linchpin: Financial Sector’s Soundness, Willingness to Lend

Global Financial Companies

Pressure on
Adequacy

Rising Risk
Premiums
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Banks Are Unable to Raise Capital Via the Usual Cha nnels

Equity Capital Markets Debt Capital Markets
KBW Bank Index* US Bank Index Credit Spreads**
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*The KBW Index universe consists of all companies in the financial sector of the S&P 500 Index. Consequently, KBW indices are typically composed of larger and more liquid stocks
**Refers to Barclays Bank Sub Index

Source: Barclays Capital and Bloomberg
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Despite Increasing Deposits, Lenders Are Being Caut  ious

Percentage of Lenders Deposits Outstanding
Tightening Standards*
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*Refers to net percentage of domestic respondents tightening standards for commercial and industrial loans to companies with annual sales exceeding US$50 million and consumer loans,
excluding credit cards.

Source: US Federal Reserve
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Securitization Kept Credit Flowing Through the Syste m
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Collapse of Securitization Has Slashed Available Cr
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*Refers to collateralized debt obligations and collateralized synthetic obligations. Collateralized synthetic obligations are shown through September 30, 2008.

Source: Creditflux, JPMorgan Chase and Trepp
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Breakdown in Securitization Has Hit Consumer Finance
Example: Auto Loans

Rates Paid by Borrowers vs. Cost to Lenders

Interest Rate Paid by Consumers A

on New Auto Loans

. AAA Spread
(Cost to Lender)
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Through December 31, 2008
Interest rate paid by consumers is the finance rate on 48-month new auto loans; AAA spread refers to 3-year AAA auto (prime) spreads to swaps; and risk-free rate refers to 3-year swap rates.
Source: JPMorgan Chase, Morgan Stanley and US Federal Reserve




Policy Response Has Been Extraordinary

Powerful fiscal stimulus is in the pipeline

Central bank response has been strong

Hybrid stimulus programs have been introduced

Source: AllianceBernstein
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Powerful Fiscal Stimulus Is in the Pipeline

Fiscal Stimulus Proposals for 2009

Country/Region USD Billions % of GDP
UsS $350.0 2.5%
Europe 127.7 0.9
Japan 12.2 1.4
Asia ex Japan 209.5 2.2
Latin America 35.0 1.2
Eastern Europe 38.7 2.2
Global Stimulus $864.2 1.8%

As of January 31, 2008
Fiscal stimulus includes increases in federal spending and tax cuts to individuals and businesses. Direct aid to specific firms or sectors is not included.
Source: AllianceBernstein
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Central Bank Response Has Been Strong

Central Bank Balance Sheets: Total Assets
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Example of Hybrid Stimulus: The US Response

Fed Funds Rate vs. Three-Month US LIBOR

— Three-Month US LIBOR Fed Funds Rate
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Source: Barclays Capital, Global Financial Data, Moody’s and AllianceBernstein
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Capital Injections Have Been Enormous
Capital Raised (USD Billions)

Rest of
US Europe World

Brokers 73.5 53.9 —

Banks 185.6 108.8 8.1
Specialty Finance 48.3

Insurance and Asset Manager 29.0

Private Total 336.3

Government Injections 250.0

Total 586.3

As of February 11, 2009
Specialty finance includes financial guarantors; banks include Citigroup and JPMorgan.
Source: Goldman Sachs and company reports
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Despite Capital Injections, Write-Downs Remain Stee p
and Market Capitalizations Are Depressed

Losses and Capital Raised Market Capitalization
USD Billions Write-Downs Private Public Jun 2007  Jan 2009
Citigroup 66.0 48.0 45.0 253.7 19.0
AlG 60.9 20.0 40.0 181.7 17.1
Bank of America 40.2 30.6 45.0 216.0 41.8
JPMorgan Chase 29.5 19.1 25.0 165.5 95.2
Morgan Stanley 21.5 14.6 10.0 88.0 21.0
Wells Fargo 17.3 19.1 25.0 118.1 79.9

Other US Institutions 304.6 185.0 60.0 782.6 187.7
Total 540.0 336.3 250.0 1,805.6 461.7

UBS 50.6 26.9 5.5 126.3 36.5
HSBC 33.1 5.1 — 215.0 94.3
Deutsche Bank 15.6 6.2 — 75.0 14.0
RBS 14.3 24.5 36.2 96.4 11.8
Barclays Capital 14.2 36.2 — 91.3 12.0
Total 127.8 98.9 41.8 604.0 168.6

As of February 11, 2009
Bank of America excludes Merrill Lynch and JPMorgan Chase excludes Wells Fargo. Capital raising does not include asset guarantees.
Source: Bloomberg, company reports and AllianceBernstein
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Risk Premiums Remain High Throughout the Capital Ma  rkets

Premiums over US Treasuries
Basis Points

M Long-Term Average* 1,476
January 2009
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Investment-  AAA High-Yield Bank Global
Grade CMBSs ABSs Corporates Loans** Debt Equities***
Corporates

As of January 30, 2009

*Fixed-income long term average: 1993—present for the Investment-Grade Corporates; 1999—present for AAA CMBSs; 2000—Present for High-Yield Corporates; 1991—present for AAA ABSs;
1991-present for Global Emerging Markets. Investment-Grade Corporates, AAA CMBSs, AAA ABSs, High-Yield Corporates are for US only.

**Four years discount margin over LIBOR. Bank Loan long-term average: 1999—present.

***Developed country (France, UK, Japan, Germany and the US) equity risk premium as at February 6, 2009. Equity risk premium is defined as dividend yield plus growth rate (assumed to be 6%),
minus average Yyield of 10-year government bonds. Data begin May 1997.

Source: Barclays Capital, Credit Suisse and AllianceBernstein
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Lending Is Crucial—but Doesn’t Necessarily Lead Rec

overy

US GDP Growth and Bank Lending*

Recession Real GDP (Left Scale) - - Real Bank Credit
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Through December 31, 2008
*Loans and leases in back credit (all commercial banks)
Source: Haver Analytics, US Bureau of Economic Analysis, US Bureau of Labor Statistics and US Federal Reserve
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Sharp Contractions in Lending
Tend to Foreshadow Stock Market Slumps

Stock Market Decline vs. Loan Contraction in the 15 Crises*
Peak to Trough
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*Adjusted for inflation; regression equation: y = 0.63x + 0.36; r2 = 0.35

Source: Bank of Japan, Bank of Korea, Global Financial Data, International Monetary Fund (IMF), National Bureau of Economic Research (NBER), OECD, US Federal Reserve and
AllianceBernstein
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Sharp Contractions in Lending
Tend to Foreshadow Economic Slumps

GDP Contraction vs. Loan Contraction in the 15 Cris es*
Peak to Trough
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*Adjusted for inflation; regression equation: y = 0.21x + 0.03; r2 = 0.43; excludes US 1870s and US 1930s
Source: Bank of Japan, Bank of Korea, Global Financial Data, IMF, NBER, OECD, US Federal Reserve and AllianceBernstein
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The Problems Are Complex: Resolution Will Take Time

The problems we are facing are complex

The key is the financial sector’'s soundness and willingness to lend

Policymakers have responded actively...

...but the healing will require patience and time

Source: AllianceBernstein
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Never Lose Sight of the Underlying Collateral

[ 115 ALL .
] HOLPING UP ¢

| JUST FINE!
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- —

Source: Matt Wuerker Editorial Cartoon ©2007 Matt Wuerker. All rights reserved. Used with the permission of Matt Wuerker and the Cartoonist Group.
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Facing an Uncertain Future

In 2007, an investor with perfect foresight would have exited all risky
assets...

...but without perfect foresight, market timing is difficult

Stay in the market

Divorce emotion from investment decisions

Source: AllianceBernstein
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Behavioral Finance

e
...Investors can be irrational. Indeed,

predictable decision errors by investors
can affect the function of the markets.

Most importantly, your reasoning errors
can affect your investing, and ultimately
your wealth.

John R. Nofsinger, “The Psychology of Investing,” (Prentice Hall, 2002)
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Investor Emotion Drives Markets

‘T want my bubble back.”

Source: Alex Gregory, The New Yorker (August 19, 2002)
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The Height of the Bubble

January 2002—July 2006
US Housing Index*

+83%

*Case—Shiller 10-City Index of housing prices
Source: Time (June 13, 2005); S&P and AllianceBernstein

AllianceBernstein




The Collapse of the Bubble

July 2006—July 2008
US Housing Index*

*Case—Shiller 10-City Index of housing prices
Source: BusinessWeek (February 11, 2006); S&P and AllianceBernstein
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Bubbles Are a Fact of Life

Peak to
Bubble “Trophy” Property Trough

Nifty Fifty (Peak 1972) Polaroid (91)%
Oil (1980) S&P Oil & Gas Index (62)
Japan (1989) Nikkei Index (59)
Biotech (1992) AMEX Biotech Index (68)
Technology (2000) NASDAQ (78)
Credit Crisis (2007 to ?) Home Price Index (27)
S&P 500 Financials 0))
Subprime Index (89)

As of February 28, 2009
Home Price Index refers to the Case—Shiller Home Price Index as of December 31, 2008; Subprime Index refers to the ABX Index, AA Tranche, 2H:2006 Cohort CABX-HE-AA 06-2
Source: Bloomberg, Case-Shiller, FactSet, Markit, S&P and AllianceBernstein
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Recovery Has Always Followed

Peak to 12 Months
Bubble “Trophy” Property Trough  After Trough

Nifty Fifty (Peak 1972) Polaroid (91)% 75
Oil (1980) S&P Oil & Gas Index (62) 55
Japan (1989) Nikkei Index (59) 45
Biotech (1992) AMEX Biotech Index (68) 24
Technology (2000) NASDAQ (78) 72
Credit Crisis (2007 to ?) Home Price Index (27)

S&P 500 Financials 0))

Subprime Index (89)

As of February 28, 2009
Home Price Index refers to the Case—Shiller Home Price Index as of December 31, 2008; Subprime Index refers to the ABX Index, AA Tranche, 2H:2006 Cohort CABX-HE-AA 06-2
Source: Bloomberg, Case-Shiller, FactSet, Markit, S&P and AllianceBernstein
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L oss Aversion: Losses Hurt Twice as Much as Gains P lease

Pleasure

Small
Pleasure

Source: Kahneman and Tversky and AllianceBernstein
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Investor Impact: All Pain, Little Gain

Annualized Returns
1986—-2007

S&P 500 Inflation Average Stock
Fund Investor

Past performance does not guarantee future results.

There can be no assurance that working with a financial advisor will improve investment results. Investors cannot invest directly in indices.

Average equity investor and average bond investor performances were used from the Dalbar study “Quantitative Analysis of Investor Behavior” (QAIB), 2007. QAIB calculates investor returns as
the change in assets after excluding sales, redemptions and exchanges. This method of calculation captures realized and unrealized capital gains, dividends, interest, trading costs, sales charges,
fees, expenses and any other costs, annualized over the period. The Standard & Poor’s 500 Index (S&P 500) is an unmanaged index of 500 common stocks generally representative of the US
stock market. Inflation is measured by the Consumer Price Index (CPI). Lehman Brothers Aggregate Bond Index is an index comprised of approximately 6,000 publicly traded bonds including US
government, mortgage-backed, corporate and Yankee bonds with an average maturity of approximately 10 years.

Source: Dalbar, Inc., “Quantitative Analysis of Investor Behavior,” (July 2007); Ibbotson Associates, Stocks, Bonds, Bills, and Inflation Yearbook; Lehman Brothers and S&P
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A Classic Puzzle: Choose Certain or Uncertain Gain?

Door A Door B

20%

Popularity Popularity

Source: Kahneman and Tversky
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A Classic Puzzle: Choose Certain or Uncertain Loss?

Door A Door B

8%

Popularity Popularity

Source: Kahneman and Tversky
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Economic Trends Aren’t Reliable Stock Market Predic tors

Number of Rolling USOStOCS‘;( Marklezt I\Eilifecrt]iOH
12-Month Periods ver same onths

Economic Indicator (1946-2007) Market Up Market Down

Recession* 124 60% 40%
Oil Prices Rise by 10%+ 185 77 23
Gold Prices Rise by 10%+ 212 78 22
Rising Interest Rates** 222 73 27

Market Up Market Down
S&P 500 Average (1946-2007) 79% 21%

Past performance does not guarantee future results.

*Rolling 12-month periods are categorized as recessions if at least six of the 12 months fit the criterion for a recession described by the National Bureau of Economic Research.

**A rise of at least 0.5% in the yield of 10-year Treasury bonds

Source: Compustat; FactSet; Federal Reserve; Roger G. Ibbotson and Rex A. Sinquefield, “Stocks, Bonds, Bills, and Inflation: Year-by-Year Historical Returns,” University of Chicago Press
Journal of Business (January 1976); S&P; US Department of Commerce; and AllianceBernstein
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Major Market Losses

Length Total Return
Down Markets (Months) (S&P 500) /

1957 5 (15)%

1962 §) (22)
1966 8 (16)
1968-1970 19 (29)
1973-1974 21 (43)
1977-1978 14 (14)
19801982 20 (17)
1987 3 (30)
1990 5 (15)
2000-2003 36 (41)
Average 14 (24)%

Oct 2007—Feb 2009 16 (53)%

Past performance does not guarantee future results.
Source: Compustat; Roger G. Ibbotson and Rex A. Sinquefield, “Stocks, Bonds, Bills, and Inflation: Year-by-Year Historical Returns,” University of Chicago Press Journal of Business
(January 1976); S&P; and AllianceBernstein
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Bear Markets Feel Bad

Source: Barron’s, Brian Keller
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Losses Have Usually Been Made Up Quickly

Length Total Return First Year
Down Markets (Months) (S&P 500) After Decline

1957 5 (15)%

1962 §) (22)
1966 8 (16)
1968-1970 19 (29)
1973-1974 21 (43)
1977-1978 14 (14)
1980-1982 20 (17)
1987 3 (30)
1990 5 (15)
2000-2003 36 (41)
Average (24)

Oct 2007—-Feb 2009 (53)%

Past performance does not guarantee future results.
Source: Compustat; Roger G. Ibbotson and Rex A. Sinquefield, “Stocks, Bonds, Bills, and Inflation: Year-by-Year Historical Returns,” University of Chicago Press Journal of Business
(January 1976); S&P; and AllianceBernstein
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Different Markets Drive Recoveries at Different Tim es

Performance During 12 Months After a Bear Market (% )

Global
US US Developed Emerging
Bear Markets Value Growth Markets Markets

1980-1982 61 62 32 NA

1987 AS RS 31 NA

1990 33 40 44

2000-2003 41 32 82

Past performance does not guarantee future results.

US Value Stocks are represented by the Russell 1000 Value Index, US Growth Stocks by the Russell 1000 Growth Index, Global Developed Markets by MSCI EAFE (capitalization-weighted,
unhedged), Emerging Markets by MSCI Emerging Markets

Source: Lipper, Morgan Stanley Capital International (MSCI), Russell Investment Group, S&P and AllianceBernstein
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Timeless Principles of Investing

Divorce judgment from emotion

Stay invested

Capital market returns tend to revert to their long-run averages

Effective diversification means that not all investments will work
at the same time

There is no substitute for rigorous, objective research

Source: AllianceBernstein
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