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Credit market dislocation of historic propot
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Several years of strong economic gro
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The Storm has hit... “Rolling Thunder;

Home prices falling 1
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Frozen credit markets
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Historic sub-prime related write-down
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Reduction of global lending capac.

*Global write-downs: $588 hillion equity
*Assumed leverage: 11.5x

*Estimated global lending
capacity removed: $588 x 11.5 = $6.7 trillion

The impact on capacity is bigger than the headline numbers
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U.S. banks — quarterly delinqguen
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U.S. banks — quarterly charge off
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U.S. Banks: Charge-offs, Reserves and Delinc
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U.S. equipment finance industry
charge-offs have increased only slight

Full-Year Loss (Charge-Offs)
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U.S. equipment finance past due receiv
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U.S. equipment finance losses (charge-
as a % of net receivables
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U.S. banks tighten lending standard

Net % of Bank Respondents Tightening Standards for Net % of Bank Respondents Increasing Spreads of
C&l Lending Loan Rates Over Banks’ Costs of Funds
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The equipment leasing and finance indus
capital constrained...
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...Creating both opportunities and challenges.
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Years of tightening U.S. equipment finance
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“Back to the future?”

The “Engineered Finance” Era
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U.S. credit markets summary

» The effects of the credit market turmoil may be long-lasting

» Commercial finance companies with liquidity should be able to take
advantage of an attractive spread environment

= Portfolios containing marginal credits will become a greater concern
as the economy moves toward recession

» Financing challenges exist for commercial finance companies that
rely on the capital markets, including the securitization market

= Catalysts for a Recovery — A broad recovery in the credit markets is
unlikely until the residential real estate market stabilizes
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Additional challenges in the U.S.
equipment finance marketplace

= Margin compression (seeing improvement in 2008)

» Changing accounting standards; off-balance sheet
treatment and expected changes

= Effects of regulatory response to the mortgage crisis

= Uncertainty regarding future U.S. tax policy
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