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New Regulatory Era – Historical Overview

Three regulatory cycles beginning with the Great Depression

Great Depression/WWII era
New regulatory framework following the Crash of 1929

Wartime centrally planned economy

Lasts into early 1970s

1970s Begins Deregulation
Transportation (trucking and airlines)

Interest on demand deposits

Brokerage commissions

Lasts into early 2000s

New Era
Starts with Sarbanes-Oxley
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Current Political Environment

Banking industry entered 2009 playing defense especially on the Hill

Populism run amok

Regulation by coercion; economy by extortion?

BAC/MER

TARP: Pay it back; no, wait, don’t

Chrysler: “Secured” creditor doesn’t mean what it says
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Who’s Running the Show

Tough start for Geithner

Summers

Bernanke

Capitol Hill

House Financial Services Committee Chairman Barney Frank

Senate Banking Committee Chairman Christopher Dodd

Sen. Richard Shelby
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Green Shoots – It’s Not Just the Economy

Political worst-case scenario seems to be off the table

Mortgage bankruptcy cramdown

Card-check legislation

Even credit card legislation is a slight positive

GDP numbers contained some hopeful signs

Fed Senior Loan Officer Survey
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Fed’s Loan Officer Survey – C&I Demand

Source: Federal Reserve Board.
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Fed’s Loan Officer Survey – CRE Demand

Source: Federal Reserve Board.
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Fed’s Loan Officer Survey – Mortgage Demand

Source: Federal Reserve Board.
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Fed’s Loan Officer Survey – Consumer Loan Demand

Source: Federal Reserve Board.
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Political Risk Is Diminished, Not Gone

No such thing as “dead” in Washington

Mortgage cramdown can come back

Looking at bank lending.  Turning up the heat on the industry.

Washington is reactive, not proactive – the economy will 

drive the political environment.
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Big Items – Game Changers

Future of the mortgage industry

What do Fannie and Freddie look like?

What does the securitization market look like?

Regulatory restructuring – Limiting systemic risk and ending 

too big to fail

Future of bank capital standards
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Game Changers -- Systemic Risk Legislation

Addressing Too Big Too Fail

More capital and regulation for systemically significant institutions

Banks as well as nonbanks

Defining “systemically significant” and “systemic risk”

Who is the systemic regulator?

Separation – The return of Glass-Steagall?

Basel II
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Game Changers -- Regulatory Restructuring – Step II

Making sense of the regulatory framework

Later in 2009 into 2010

Consolidating the regulators

Eliminating regulatory arbitrage

Regulating the mortgage industry

Credit rating agencies
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Game Changers – Bank Capital

Revisiting Basel II

Higher capital – Revising risk weightings

New measures – TCE
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Immediate Agenda – Next 6 Months

TARP – How to repay it

Buying back TARP warrants

Deposit insurance

Special assessment

Restoration plan

Mortgage reform/anti-predatory lending

Credit cards
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Grading the Government’s Response to the Financial Crisis

Mixed grades

Liquidity program (TLGP and TALF vs. TARP)

Solvency solutions

Letting some banks fail
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TARP 2.0 – The Capital Assistance Program

Stress test results last Thursday for the Big 19

Who else gets CAP?  Who else wants it?

Converting preferred shares into common

Advantages – Quality of capital

Disadvantages 

Government as your senior partner

Section 5.3
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TARP 2.0 – PPIP

Moving target

FDIC seems to be ready to change the legacy loan program

Treasury/Fed still need time to roll out the legacy securities 

program

Who uses/needs it?
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Housing Rescue Plan

Loan modifications and refis

Second lien program

Eligibility questions remain and get tied into CPP/CAP

Principal writedowns
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Budget and Taxes

Prospects for the Obama Budget

The looming compromise on income tax rates

2010 – How a tax increase is a tax cut

Dividends and capital gains

Mortgage interest and charitable donation deductions
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What This Means for Community Banks

Source: Gallup Poll
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What This Means for Community Banks

Source: Gallup Poll
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What This Means for Community Banks

Political advantages for community banks

Money vs. Muscle

Votes trump donations

American DNA – Bigger isn’t always better
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Analyst Certification 
I, Brian Gardner, hereby certify that the views expressed in this research report accurately reflect my personal views about the subject company and its securities. I also certify 
that I have not been, and will not be receiving direct or indirect compensation in exchange for expressing the specific recommendation in this report.

Disclaimers
This communication is not an offer to sell or a solicitation to buy the securities mentioned. The information relating to any company herein is derived from publicly available 
sources and Keefe, Bruyette & Woods, Inc. makes no representation as to the accuracy or completeness of such information. 

Disclosures
Keefe, Bruyette & Woods (KBW) Research Department provides three core ratings: Outperform, Market Perform and Underperform, and two ancillary ratings: Suspended and 
Restricted. For purposes of New York Stock Exchange Rule 472 and FINRA Rule 2711, Outperform is classified as a Buy, Market Perform is classified as a Hold, and 
Underperform is classified as a Sell. Suspended and Restricted ratings are classified as described below. Stocks are rated based on an absolute rate of return (percentage price 
change plus dividend yield). 

Outperform represents a total rate of return of 15% or greater. 

Market Perform represents a total rate of return in a range between -5% and +15%. 

Underperform represents a total rate of return at or below -5%. 

Suspended indicates that KBW's investment rating and target price have been temporarily suspended due to a lack of publicly available information and/or to comply with 
applicable regulations and/or KBW policies. 

Restricted indicates that KBW is precluded from providing an investment rating or price target due to the firm's role in connection with a merger or other strategic financial 
transaction. 

Companies placed on the KBW Best Ideas Outperform List are expected to generate a total rate of return (percentage price change plus dividend yield) of 20% or more over 
the following 12 months. Companies placed on the KBW Best Ideas Underperform List are expected to generate a total rate of return (percentage price change plus dividend 
yield) at or below -20% over the following 12 months. 

Research analysts employ widely used multiple valuation methodologies including, but not limited to, absolute, relative and historical Price/Earnings (P/E) and Price/Cash 
Flow multiples, absolute, relative and historical Price/Book Value multiples and Discounted Cash Flow Analysis. All KBW research analysts are compensated based on a 
number of factors, including overall profitability of the company, which is based in part on KBW's overall investment banking revenues.

The following indices: KBW Bank Index (BKX), KBW Insurance Index (KIX), KBW Capital Markets Index (KSX), KBW Regional Banking Index (KRX), KBW Mortgage 
Finance Index (MFX), KBW Property & Casualty Index (KPX), and KBW Premium Yield Equity REIT Index (KYX), are the property of Keefe, Bruyette & Woods, Inc. 
(KBW). KBW does not guarantee the accuracy or completeness of the Index, makes no express or implied warranties with respect to the Index and shall have no liability for 
any damages, claims, losses or expenses caused by errors in the index calculation. KBW makes no representation regarding the advisability of investing in options on the 
Index. Past performance is not necessarily indicative of future results.
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The shares ("Shares") of KBW ETFs are not sponsored, endorsed, sold or promoted by Keefe, Bruyette & Woods ("KBW"). KBW makes no representation or warranty, express 
or implied, to the owners of the Shares or any member of the public regarding the advisability of investing in securities generally or in the Shares particularly or the ability of the 
KBW Regional Banking, Capital Markets, Bank, Mortgage Finance, and Insurance Indexes to track general stock market performance. KBW's only relationship to State Street 
Bank and Trust Company is the licensing of certain trademarks and tradenames of KBW and the KBW Regional Banking, Capital Markets, Bank, Mortgage Finance, and 
Insurance Indexes which are determined, composed and calculated by KBW without regard to State Street Bank and Trust, the fund, or the Shares. KBW has no obligation to 
take the needs of State Street Bank and Trust Company or the owners of the shares into consideration in determining, composing, or calculating the KBW Regional Banking, 
Capital Markets, Bank, Mortgage Finance, and Insurance Indexes. KBW is not responsible for and has not participated in any determination or calculation made with respect to 
issuance or redemption of the Shares. KBW has no obligation or liability in connection with the administration, marketing or trading of the Shares.

Before investing, consider the funds investment objectives, risks, charges and expenses. To obtain a prospectus which contains this and other information, call 1-866-787-2257 
or visit www.spdrs.com.

In general, ETFs can be expected to move up or down in value with the value of the applicable index. Although ETFs may be bought and sold on the exchange through any 
brokerage account, ETFs are not individually redeemable from the Fund. Investors may acquire ETFs and tender them for redemption through the Fund in Creation Unit 
Aggregations only, please see the prospectus for more details. Shares of the ETFs funds are not insured by the FDIC or by another governmental agency; they are not obligations 
of the FDIC nor are they deposits or obligations of or guaranteed by KBW or State Street Bank and Trust Company. Funds investing in a single sector may be subject to more 
volatility than funds investing in a diverse group of sectors. KBW ETFs are distributed by State Street Global Markets, LLC, member FINRA, SIPC. Past performance is not 
necessarily indicative of future results. ETFs trade like stocks, are subject to investment risk and will fluctuate in market value.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to, the reporting 
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. In general, foreign companies are not subject 
to uniform audit and reporting standards, practices and requirements comparable to those of U.S. companies. In addition, exchange rate movements may have an adverse effect 
on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax 
rate conventions, deemed accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received this report from KBW or an 
affiliate may be prohibited in certain states or other jurisdictions from purchasing securities mentioned in this report from KBW or its affiliate(s).

Please be advised that KBW provides to certain customers on request specialized research products or services that focus on covered stocks from a particular perspective. These 
products or services include, but are not limited to, compilations, reviews and analysis that may use different research methodologies or focus on the prospects for individual 
stocks as compared to other covered stocks or over differing time horizons or under assumed market events or conditions.

For applicable current disclosures for all covered companies, please write to the Keefe, Bruyette & Woods Research Department at the following address: 787 7th Avenue, 4th 
Floor, New York, NY 10019 or visit our website at http://www.kbw.com/research/disclosures.html 
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UK Disclaimers
1. This communication is only made to or directed at persons who (i) are outside the United Kingdom or (ii) have professional experience in matters relating to investments or (iii) 
are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc") of the Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2001 and (iv) who are Market Counterparties and/or Intermediate Customers as those terms are defined in the Rules of the Financial Services Authority (all 
such persons together being referred to as "relevant persons"). This communication must not be acted on or relied on by persons who are not relevant persons. Any investment or 
investment activity to which this communication relates is available only to relevant persons and will be engaged in only with relevant persons.

2. This communication has been prepared by Keefe Bruyette & Woods Inc. (KBW) and while Keefe, Bruyette & Woods Limited (KBWL) believes this communication to be 
reliable, KBWL has not reviewed and/or approved the information contained herein. KBWL does not guarantee its accuracy, adequacy or completeness and is not responsible for 
any errors or omissions or for the results obtained from the use of such information. 

3. Certain assumptions may have been made in connection with the analysis presented herein and changes to the assumptions may have a material impact on the analysis or 
results. Information with respect to past performance of a security is not necessarily a guide to its future performance. The research and information has been prepared as of a 
certain date and KBW and KBWL do not undertake to update or advise you of changes in the research and information. The investments discussed herein may be unsuitable for 
investors depending on their specific investment objectives and financial position. KBW and KBWL make no representation or recommendation as to investments discussed 
herein. Investors should independently evaluate each investment discussed in the context of their own objectives, risk profile and circumstances.

Additional Disclaimers
4. This communication is only intended for and will only be distributed to persons resident in any jurisdictions where such distribution or availability would not be contrary to 
local law or regulation. This communication must not be acted upon or relied on by persons in any jurisdiction other than in accordance with local law or regulation and where 
such person is an investment professional with the requisite sophistication and resources to understand an investment in such securities of the type communicated and assume the 
risks associated therewith.

As of May 8, 2009.


