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As part of the program,
Mary Perez asked me to address:

What makes the media panic
from one day to the next?

| had to ask myself:
OWhoos really pan
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Conclusion: Some important things to QY
remember when listening to an economist. ARMADA

A Do not argue with an idiot (economist). He will drag you
down to his level and beat you with experience.

A Light travels faster than sound. This is why some
people appear bright until you hear them speak.

A Why do economists believe you when you say there are
fourteen billion stars, but check when you say the paint
IS wet?

A Always borrow money from a pessimist. He won't
expect it back.
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And finally: J’
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Evening news is where they
begin with 'Good evening,'
and then proceed to
tell you why it isn't.
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Anyone can throw
numbers at you.

| 60d |1 ke to
concepts about current
trends.
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My Job is to Simplify Complex Concepts. Q7
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3. Find x.

SIMPLICITY

The simplest solutions are often the cleverest
They are also usually wrong
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Key Concepts: ARMADA

AMost CFOG6s are now per manent
generally still freaked out.

A Business leaders are the captain of their own
ship 0 whether they think about it that way or

not.

A3/ 11/ 2011 and 9/ 11/2001¢é sir
ways.
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Hi. My Name Is:
Sleepless in Dodge




Let 0s Jump back to the spn'agg

ARMADA

A Housing had started to slow, but the global economy
was booming

A The BRI Cs added 1 Dbilll i
consumerso to the gl oba

d China was growing at 9.6%
d India 6.2%
d Brazil 5.2%

on new O mi
I economy

A Because of the rapid entry of the BRICs to the global
economy, oil boomed. WTI shot to $147/barrel

A So, preparing for a brisk third (g
loaded up on peak season merchandise.
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And then the bottom f €
ARMADA
Inventory to Sales Ratio: Total Business (ISRATIO)
Source: LS, Department of Commerce: Census Bureau
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You know the storyé J’
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A Financial managers lost their maneuverability
0 Cash was tied up in inventory
0 Credit tightened
d Sales plummeted

A Companies started to scramble to reduce cost
0 Unemployment shot up in 2009

0 Deep discounting led to mild deflation and tighter
corporate losses

A Despite efforts: record corporate and private
bankruptcies and of course the housing market died.
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FIl ash Forward to 2011E¢ QE

ARMADA

Questions about the recovery

Questions about the impact of the health care bill

Questions about government budget cuts d Impact?
Increased taxes?

European debt fears.

High unemployment.

Spike in the VIX.

Will the consumer show up this fall?

Will oil go to $147 or down to $80?

Food shortages and rising commodity prices.

o To To To Do Po Do Do Io I

To

Feels hauntingly |Iike 2008E¢
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Flash Forward from Last night to this QY
mor ni nge ARMADA

A German Lower House Approves Enhanced EFSF
0 lItaly Government scrambling
d 2.6 trillion dollars in debt

A Dow Jumps 140 points

A New Home Sales a little better than expected
d 2.4 month supply in new homes
d Even though prices remain weak

A Despite lower Durable Goods Orders, transportation
higher

A Cessna earnings best in 3 quarters
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The result? QE
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A Corporations still sitting on $2 trillion in cash
A M&A activity hasnét started as wi

AHiring hasndét startedéequi pment |
Improved productivity continue

A Risk mitigation is still top of mind

A Will take major confidence shift on the street to move
companies to growth -minded action
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Every Corporation is out t g¥

AA Captainds orde

priorities @ same for a %
CEO/CFO: e
& Float, maneuver, fight e
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Float g
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Maneuver QE
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Businesses: QB
ARMADA

A Have to get themselves stable financially
d Cash flows
0 Profitability

A Then they can maneuver
d Increase operating capital
d Strategic sourcing
d Etc.

A Which then opens the ability to fight
d Competitive activity (aggressive pricing, etc.)
d Acquisitions and mergers
d Strategic partnerships
o0 Etc.
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9.11.2001 N4

ARMADA

A Changed the world we live in

A Started two wars

A Launched a myriad of new industries
A Changed the global supply chain

A Increased global risk
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3.11.2001 Q7
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A 80,000 people died in the first day (the same as the
dropping of oLittle Boyd on Hiros

A Shipments from Japan to US off by 23% in July

A Global multinationals realize they are exposed to
supplier risk 9 attitudes, supply chains, distribution
patterns to change forever

A The third largest economy in the world shut down.

A Nucl ear power production will nev
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What really happened when Japan got hit? J’

ARMADA

A Companies |ived off of inventory
through April and May

A June 9 the delays in the Japan supply chain filtered to
China, India, US, and Europe

0 @48% of global supply of processors and chips affected
0 Jet fuel supplies to Asia dropped off and prices spiked
d Automotive supply chains shut down or signif . reduced

A And the ripples continued?§é
d Productivity dropped
d Unemployment climbed based on temporary layoffs
d Support industries suffered
0 Felt like a recessionary slowdown d Wall Street reacted
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Today, many deal ershi ps argps
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Toyota and
Honda still
struggling to
recover.

SUPERIOR

6 million US
] obsécount
the industry.
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Retall out of stock '

ARMADA
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Impact of the global supply chain disruption N4
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A40% of US GDP is created by oOomovi

A March to September 2011, analysts estimate that the
US took a hit of more than $60 billion

A The global economy | ost more than
counting
A And we can now throw Thailand i nt

0 40% of worl dos hard drives
d Significant automotive producer
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Implications for Businesses ARMADA

A All will be reviewing supplier risk and vulnerability

A60% of CEO86s considering near sou
Mexico or the US

A Inventory rebuilding period should be robust d even if
consumers donot show up at the fr

A Just as the downturn will be misinterpreted, this will be
as well . |If Jobs arendot created ¢

nnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnn
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Summari ze Pl easeéwhat 0s itq

A Business Managers are still going to err on the
conservative sideéthey havendt me
2008 and 2009 is too fresh in our minds and not enough
has changed. Europe is really weighing on everything.

A Managers also dondét know where th
Do they buckle in for the ride, or go on the offensive
and grow, grow, grow.

A The Japan situation is far more reaching and impactful
thhan anyone gives 1t credit for.
IS happening.
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Chris gets inspiration from his favorite

Q7

movies and would call this section: ARMADA
e of t h
economy.
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| prefer to be a little more subtle

and closer to core economic terms

I and | take inspiration from my
two very intelligent daughters.

So | prefer to call this section of
economic review as:
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Credit Managers Index ARMADA

Manufacturing and Service Index Levels
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Institute for Supply Management - PMI
ARMADA
MANUFACTURING AT A GLANCE
Sep-11
Index Series Series Percentage Direction Rate
Index Index Point of Trend*
Sep Aug Change Change (Months)

PMI 51.6 50.6 1 Growing Faster 26
New Orders 49.6 49.6 0 Contracting Same 3
Production 51.2 48.6 2.6 Growing From Contacting 1
Employment 53.8 51.8 2 Growing Faster 24
Supplier Deliveries 51.4 50.6 0.8 Slowing Faster 28
Inventories 52 52.3 -0.3 Growing Slower 2
Customers' Inventories 49 46.5 2.5 Too Low Slower 30
Prices 56 55.5 0.5 Increasing Faster 27
Backlog of Orders 41.5 46 -4.5 Contracting Faster 4
Exports 53.5 50.5 3 Growing Faster 27
Imports 54.5 55.5 -1 Growing Slower 25

OVERALL ECONOMY Growing Faster 28

Manufacturing Sector Growing Faster 26
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TranSystems  Transportation Activity Index N4
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Composite Index All Modes
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Still at historically low volumes of inventory
ARMADA
N
Inventory to Sales Ratio: Total Business (ISRATIO)
Source: LS, Department of Commerce: Census Bureau
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Generally, inventories are down coming out QY
of 2010 0 rebuilding will drive activity. ARMADA

Exhinit 25
Manufacturing and Trade Inventory-to-Sales Ratios, Seasonally Adjusted
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Sl ow growt héi s still growthq.p
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SOMETIMES THE BEST SOWTION TO MORALE PROBLEMS IS
Just 1O FIRE AL OF THE UNHAPPY PEOPLE.
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0%
4.6 million

19 million
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Pre -Recession Employment Levels? N4
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PercentJob Losses in Post WWII Recessions, aligned at maximum job losses
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20% (food, Gas, Utilitie
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