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ELFA Membership

ELFA Membership (by type of company)

= Banks (45%) 110 Service 'ig”lfz
= Captives (24%) 57 Providers _
= Independent/ 34.7% Capt';’es
Fin. Svcs. (31%) 290 8.3%
= Service Providers(0%) 224
Total (100%)**  681*
Independent/
Financial
Services
* Number of members as of 5/12/08 419%

** percentage of business volume for YE 2007

—LFA



ELFA Membership

ELFA Membership* Over $1.0 billion
(by annual volume size) 11.7%

$500-$1.0 Billion -
+ 0 -$20 million 132 1% 0-820 Mo
e $20 - $50 million 56 $250-$500 million
e $50 - $100 million 42 9.2%
e $100 - $250 million 65
o $250 - $500 million 33
e $500 - $1 billion 5 $100.5250 mill

H1H - milion
o Qver $1 billion 59 14.9%
Total 391*
$20-$50 million
(*as of 5/12/08; does not include service provider members) $50-$100 million 12.7%

11%

—LFA
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EQUIPMENT LEASING AND FINANCE ASSOCIATION Financing a Growing Economy

IS the ...

1. Forum for industry development
2. Platform to advocate for the industry

3. Principal resource for industry research



“LFA LU

EQUIPMENT LEASING AND FINANCE ASSOCIATION Financing a Growing Economy

Industry Trends and Developments

 ELFA 2008 Survey of Equipment Finance Activity
(SEFA)

 ELFA Monthly Leasing and Finance Index
(MLFI-25)

 Equipment Leasing and Finance Foundation
U.S. Equipment Finance Market Study



ELFA 2008 Survey of Equipm.

Finance Activity (SEFA)

* Modest 2007 growth (2%) year over yeatr,
and mixed growth depending on
organizational type and ticket sizes vs.
significant 2006 growth (12%) year over
year and growth across all organizational
types and ticket sizes.

—LFA



New Business Volume 200

60.0% —+ — 20.0%
05 + 4 %
50.0% 43.0%45_2% 15.0%
40.0% —+ 4 10.0%
b 32.49% 31.3%

30.0% + 7_2%| ‘\24.6% 23.6% + 5.0%
20.0% + \ | + 0.0%
10.0% -+ -2.4% '_1-3%| 1 s.0%
0.0% | | -10.0%

Banks Captives Independent,
Financial Services

12006 32007 —— Growth Rate

—LFA



2007 NBV By Equipment T

Uverall (128 responses)

0% 2% 4% 6% 8% 10% 12% 14%

Agricultural

Computers — Mainframes and Servers N. gy
Computers — PCs and Workstations -
Computers — Other Hardware
Computers — Software

=T

Computer-related Services

Construction

Ensrgy

Environmental Confrols & Elect. Dev.

Energy — Other

FF&E — Office Furniture & Equipment

FF&E — Restaurant Equipment

FF&E — Retail Equipment

FF&E — Cther

Industrial f Manufacturing — Maching Tools
Industrial / Manufacturing — Plastic Extrusions
Industrial f Manufacturing — Prod. & Proc. Control Equip.
Industrial / Manufacturing — Semi-Conductors
Industrial / Manufacturing — Other

Materials Handling

Medical

Mining, il & Gas Extraction

Office Machines

Printing

Telecommunications — Centralized Switching Stations
Telscommunications — Office Phone Systems
Transportation — Aircraft - Commercial
Transportation — Aircraft - Corporate
Transportation — Autos (Commercial ! Fleet)
Transportation — Buses / Motor coaches
Transporiation — Containers / Intermodal
Transportation — Fresh and Saltwater
Tranzportation — Railroad

Transportation — Trucks & Trailers

Other | ———— e 0% | |

Type of Equipment

[=-
W 2007 MNew Business Volume {in $000s) = $128,395 447

O 2008 Mew Business YVolume {in $000s) = $123 601,975

*Other includes uncategorized or miscellaneous such as consumer goods, food processing, franchises, engineering and gas stations.

I. ANALYSIS OF NEW BUSINESS VOLUME 2008 Survey of Equipment Finance Activity Report 19
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Banks grow volume in 2007

New Business Volume by Organization Type

100.0% -
0 Change
80.0% - 43.0% 45.1% 1204
60.0% -
40.0% - 24.7% 23.6% 1%
20.0% + 32.4% 31.3%
0.0% =
. 0 |

2006 2007

O Independent/Financial Services O Captives [ Banks

- L FA Source: 2008 ELFA Survey of Equipment Finance Activity




16.0%
14.0%
12.0%
10.0%
8.0%
6.0%
4.0%
2.0%
0.0%

—
—
—
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14.3%

14.0% 13.6%

11.29

1.6%
1.7% 1.7% 1.9% 139 1.5%

1.0%0-6% ¢ go

ROE ROA Average Full-Year Loss
(Charge-Offs)

02003 02004 002005 02006 @ 2007

Source: 2008 ELFA Survey of Equipment Finance Activity



Pre-Tax Yield, Cost of Funds & P
Spread, Dollar Weighted Aver

9.0% -

8.0% -

7.0% -

6.0% -

5.0% -

4.0% A

3.0% -

2.0% -

1.0% A

0.0%

6.68%

3.85%

2.83%

6.80%

3.77%

3.03%

7.40%

3.17%

4.23%

8.30%

3.06%

5.24%

8.18%

2.93%

5.25%

—LFA

2003

2004

2005

2006

Source: 2008 ELFA Survey of Equipment Finance Activity

2007

Average pre-
tax yield

Average pre-
tax spread

Average cost
of funds



Delinquencies remain unchan

Accounts Receivables Aging — Over 30-Days

2 504 - (Percentage of Total Net Investment)
2.0% -
. 1.1% A%
.970 7
1.0% - 0
0 0.5% =
0.5% -
0.7% 0.6%
0.0%
2006 2007

191 + Days 0 61-90 Days L1 31-60 Days

L FA Source: 2008 ELFA Survey of Equipment Finance Activity




Charge-offs virtually unchang

1.6%
1.4%
1.2%
1.0%
0.8%
0.6%
0.4%
0.2%

0.0%

—LFA

Full-Year Loss (Charge-Offs) — Five Year History
(Percentage of Net Receivables)

®1.5%
®1.3%
®1.0%
0.9%
® 0.8%
0.5% 0.5% ® 0.6%
2003 2004 2005 2006 2007

® Average (dollar weighted) —— Median

Source: 2008 ELFA Survey of Equipment Finance Activity



Monthly Leasing & Finance In
(MLFI-25)

» ELFA takes a snapshot each month of five components that
comprise the MLFI-25 survey

* new business volume (originations)

» aging of receivables

= charge-offs

= credit approval ratios (approved vs. submitted)
= headcount for the equipment finance business

» Participating companies represent a cross section of the equipment
finance sector including small ticket, middle market, large ticket,
bank, captives, and independent leasing and finance companies

» The same 25 companies report each month, and the ELFA has
captured over 2 years of data from the same companies

—LFA



MLFI-25 New Business Volume
Over Year Comparison)

— 100.0%
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98.5%

98.0%

97.5%

97.0%

Receivables under 30 Days (Current)

96.5%

96.0%

—LFA

MLFI-25 Aging of Recelvabl
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MLFI-25 Average Losses (Charg
offs) as a % of net recelvables (¥ee
Over Year Comparison)

0.90%

0.80%

0.70%

0.60%

0.50%

0.40%

0.30%

Average Losses (Charge-offs) (Bars)

0.20%

0.10%

0.00%

—LFA
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MLFI-25 Credit Approval Ratios As %
Co

Decisions Submitted (Year Over Year

80.00%

79.00%

78.00%

77.00%

76.00%

75.00%

74.00%

Credit Approval Ratios (Bars)

73.00%
72.00%

71.00%

—LFA
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Key Challenges in the US.

» Liquidity continues to be an issue for some finance
companies in 2008

= 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 US tax policy

* |Impact of the mortgage problems are keeping some larger
players out of the marketplace

» Global organizations with a ready supply of capital may fare
well in 2008

—LFA



and Propensity to Finance .

U.S. Equipment Finance
Market Studies

» Sizes the U.S. equipment finance market

» Estimates likelihood and penetration rates
for financing of various assets and industries

» Conducted by Global Insight for the
Equipment Leasing and Finance Foundation

—LFA



Expect Continued Growth,
Downside Risks Are Signific

Public & Private Investment in Equipment & Software

$1,400 T Olnvestment i _Forecast 1
W Estimated Finance Volume :
$1,200 <+ 1088 1106 : 1159
1026 i
£ 942 i
$1,000 868 882 ;
— 1
(7] 1
S %800 T i
= 570 598 625 | 657
m 1 i
$400 + i
$200 + i
$0 : : : : : '
2002 2003 2004 2005 2006 2007* 2008
2003 2004 2005 2006 2007 2008
Investment 1.6% 6.8% 8.9% 6.0% 1.7% 4.8%
Est. Finance Vol. -1.3% 6.0% 13.0% 4.9% 4.5% 5.1%

Source: U.S. Dept. of Commerce Bureau of Economic
Analysis, and Global Insight

—LFA



Overall Distribution of Financ

Approx. $625 billion, the combined volume of equipment term loans, leases
and lines of credit represents 55% of the value of equipment investment in

—LFA

% of Equipment Investment

Methods

Other, 0.8%

Other, 0.7%

100%

80%

60% 4

20% 4

Term Loan, 9.1%

Term Loan, 9.5%

Lease, 17.1% Lease, 17.0%

Line of Credit, 28.8%

Line of Credit, 30.0%

Cash, 44.3% . Cash, 42.8%

All Equip.

All Equip. Except Software

2007.




Financing Methods by Siz
Firm

100% Other, 0.3% Other, 0.1% Other, 1.3% Other, 0.9%
0 T T— -
Term Loan Term Loan Term Loan, 7.2% /M Loan, 3.9%
10.4% 13.3%

80% 4+—

Line of Credit
28.1%

60% 4+— Line of Credit

13.6%

Line of Credit Line of Credit

4

o
=S
1

2

% of Equipment Investment
Q
X

Very Small (<51 Small (51 -100) Med. (101 - 1,000) Large (>1,000
emps.) emps.)

Small firms (51 to 100 employees) and medium-sized firms (101 to 1,000 employees)
_utilize equipment finance for 74.1% and 73.3% of their purchases, respectively.



Financing Methods by Equip

y p 2006 Total
Investment

4"' 3% $107 billion

Communication

Computer 7% | 0% $91 billion

0% $33 billion

Construction

Other Machinery 49 0% $284 billion

Furn. & Fixtures % 0% $55 hillion

Medical Instruments

0 $58 billion

Office Machinery 5% 0% $10 billion

Software 4% 1% $195 billion

Trucks & Trailers 1% $134 billion

Term Loan
[

LEGEND '

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
% of Equipment Investment

Of the purchase types with areliable sample size, the most heavily financed
equipment were trucks & trailers (67%), while software required only 35%.

—LFA y



Financing Methods by Siz
Firm

100% Other, 0.3% Other, 0.1% Other, 1.3% Other, 0.9%
0 T T— -
Term Loan Term Loan Term Loan, 7.2% /M Loan, 3.9%
10.4% 13.3%

80% 4+—

Line of Credit
28.1%

60% 4+— Line of Credit

13.6%

Line of Credit Line of Credit

4

o
=S
1

2

% of Equipment Investment
Q
X

Very Small (<51 Small (51 -100) Med. (101 - 1,000) Large (>1,000
emps.) emps.)

Small firms (51 to 100 employees) and medium-sized firms (101 to 1,000 employees)
_utilize equipment finance for 74.1% and 73.3% of their purchases, respectively.



Financing Method by Indu

Confirming lender/lessor
surveys, the professional
services and manufacturers
use equipment finance to a
greater degree than other
iIndustries.

—LFA

Other Methods, Other Methods,
2.1% 0.2%

Term Loan =0 Igoan
10.1% °

Lease, 33%

Lease, 26%

Line of Credit
23%

Line of Credit
22%

Cash, 39%

Cash, 38%

Professional Services Manufacturing

Other Methods,
0.3%

Term Loan
11.4%

Line of Credit
33%

Cash, 50%

Other

26



Profitability Impacts the
Propensity to Finance

Financing Frequency vs. Firm Profitability

Profits as a % of sales @ Financing

m No financing

All Firms

<0

Zero

0 to 5%

5to 10%

10 to 20%

> 20%

0% 10% 20% 30%  40% 50% 60% 70% 80% 90% 100%
% of Respondents

Businesses with high profits relative to sales are more likely to finance their
_er_uiﬁ%(int purchases than firms with small or negative profits relative to sales.

27



Reason for Financing - Total Percent of Responses

" Prefer not to answer ﬂo

Desire for off-balance sheet financing 11.0% o .
Optimization of cash flow and

tax advantages are the
primary reasons for using
equipment finance for
purchases.

Total*

* Total percent is more than 100% as respondents may have selected multiple responses

—
—
—
28
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Reason for Financing b
Equipment Type

0% 20% 40% 60% 80% 100%

2 [l For most equipment types,
32% optimization of cash flow is

Communication Equipment

Computer Equipment

Agricultural Machinery 50% 17% the p“-mary reason for
Construction Machinery 31% 25% W flnanc'”Qi however tax

advantages play a major

= role for construction &
agricultural machinery.

Other Machinery

Furniture and Fixtures

Medical Instruments

B Protection from equipment obsolescence
O Tax advantages

@ Optimization of cash flow

O Desire for off-balance sheet financing

@ Other

o Prefer not to answer

Office Machines

Software

Trucks and Trailers

Other Transportation [&&

—LFA y



Reasons for Financing by
of Firm

1%

. . 100% ~
For firms with 50 employees or
less, optimization of cash flow is  90%-
the overwhelming reason for o
financing equipment purchases.
70% -
60% -
50% -
40% -
30% -
B Protection from equipment obsolescence
O Tax advantages 20% +
@ Optimization of cash flow
O Desire for off-balance sheet financing 10% +
= Other
0% -
Very Small Small Medium Large
(<51 emps.) (51-100) (101-1,000) (>1,000 emps)

— I_ I:A Percent of Responses by Size of Borrower
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Utilization of Equipment FIn

by Industry

Financing volume as a % of investment

0% 20% 40% 60% 80%
Agriculture 59.1%
Air Trans. 76.6%
Bus/Transit Sys. 64.2%
Construction 68.1%
Education 62.1%
Fin., Ins. & R.E.
Health 61.3%
Hotel/Restaurants
Manufacturing 61.8%
Marine Trans. 75.0%

Mining 64.7%
Other

Other Services
Pipelines
Printing & Pub.
Railroad
Telecom.
Transportation
Truck Trans.
Utilities
Wholesale/Retail

—LFA

49.7%
59.0%

41.3%
76.3%
80.0%

78.9%

100%

Penetration rates derived by
dividing overall market
sizing estimates for
financing by equipment
iInvestment by industry.
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Utilization of Equipment FIn
by Equipment Type

Financing volume as a % of investment

0% 20% 40% 60% 80% 100%
Agriculture 87.3%
Aircraft 76.1%
Automobiles 68.0%
Communications 52.2%
Computers 60.2%
Construction 70.6%
Control Equip. 49.4%
Electric. Transm. 46.4% . .
Engines/Turbines — s 700 Penetration rates derived by
Machine Tools 47.9% dividing overall market sizing
Machinery n.e.c. 51.4% . . .
Marine 72.6% estimates for flnancmg by
Materials Handling 49.2% i i
Medical Instrum. 62.5% eqUIpme_nt Investment by
Mining & Oil Extr. 53.0% equipment type.

52.2%
44.5%

Misc. Non-Res.
Office Furniture

Office Machines 57.7%

Other Res. 59.9%
Printing 50.2%
Railroad 72.6%

Semiconductors 48.3%
Software

Trucks & Trailers

—LFA .

37.1%
70.1%



Summary of Key Findings: U.S. Equipment Fin
and Propensity to Finance

Market Studies

« The equipment finance volume for 2007 is estimated at
$625 billion, increasing to a forecasted $657 billion in
2008.

* Equipment financing represents 55% of the total U.S.
equipment investment. [

 Small firms (51 to 100 employees) and medium-sized
firms (101 to 1,000 employees) utilize equipment finance
for 74.1% and 73.3% of their purchases, respectively.

e The larger the ticket size, the more likely that the
equipment will be financed. Equipment priced at $5
million or more has over twice the financing share of
items priced less than $25,000, (71% versus 32%).

- (11 Equipment finance estimates are based upon survey respondents use of term loans,
leases, and lines of credit for the purpose of acquiring equipment. 33



Summary of Key Findings .

(continued)

e The share of firms utilizing equipment finance for their
purchases drops off sharply when annual sales are less
than $1 million.

* Businesses with high profits relative to sales are more
likely to use equipment finance for their purchases.

e Optimization of cash flow and tax advantages are the top
reasons for financing equipment purchases.

* Lenders/lessors have the ability to target specific
segments by firm size, equipment type, ticket-size, and
Industry to optimize account acquisition strategy.

—LFA
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The industry Is severely capital constr

Higher Cﬁ:\l c.T Capital Markets
Reliant

== WACHOVIA

¢ .
"‘R,BS @g Merrill Lynch

v\/ NEWSTARFINANCIAL
Existing 3 N I
Credit and
] b apitalSource
Capital [@hancorp P

Exposure National City,
GE Commercial Finance
v
e
Lower
Lender Type
Depository < P Structured Vehicle

...Creating both major opportunities and challenges.
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“Back to the future”

The “Engineered Finance” Era

Depositors
Commercial
Institutional Finance
InveStorS Borrowers
Pension funds
The return of the “Dinosaurs”
_ Banks
Depositors
Institutional Direct
Investors originators Commercial
Pension funds with Finance
Sovereign placem.e.nt Borrowers
wealth funds _ _ capabilities
Foreign pension
funds

—LFA
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Marketplace Summary

The headwinds of the credit market dislocation are unlikely to abate
anytime soon

Well capitalized commercial finance companies with liquidity should be
able to take advantage of an attractive spread environment

Credit quality will become more of a concern as portfolios season and
become exposed to a possible recession

Significant financing risk exists 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 could
result if there is aggressive governmental action in the residential
market....probably a long shot at this point

Volume growth in equipment finance to continue, export markets to help
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