CONTRARIAN RESEARCH REPORT
COMPENDIUM

June 2010
Featured Companies
U.S. Gold (UXG)
Wesco Financial Corp. (WSC)
Fair Isaac (FICO)
Loews (L)
/7\

RESEARCH SERVICES HORIZON
Exclusive Marketers of Horizon Research Group
The Contrarian Research Report Steven Bregman Thérése Byars Peter Doyle
PCS Research Services Michael Gallant Matthew Houk David Leibowitz
125 Maiden Lane, 6t Floor

Eric Sites Fredrik Tjernstrom Steven Tuen

New York, NY 10038

(212) 233-0100
WWw.pcsresearchservices.com Murray Stahl

This report is based on information available to the public; no representation is made with regard to its accuracy or completeness. This document is neither an offer nor a solicitation to buy or
sell securities. All expressions of opinion reflect judgment at this date and are subject to change. Horizon Research Group and others associated with it may have positions in securities of
companies mentioned. Reproduction of this report is strictly prohibited. © Horizon Asset Management, Inc. 2010.



CONTRARIAN RESEARCH REPORT COMPENDIUM

Page

Musings

Gold Bubbles 3
Industry Thoughts

The Gold Industry 5
Facts & Figures

The Weight of Gold 7
How They Did It

Tales of the Greatest Investors of All Time

The California Gold Rush and Other Bubbles 10
Featured Companies

U.S. Gold (UXG) 14
Wesco Financial Corp. (WSC) 15
Fair Isaac (FICO) 16
Loews (L) 17
From the Readers

Exchanges: Chicago Mercantile Exchange (CME) 18
AutoNation (AN) 18
Reports of Mineral Wealth in Afghanistan 19
The VIX: A Mathematical Abstraction 19
Appendices

Money Manager Index 22
International Money Manager Index 23
Table B.100 Balance Sheet of Households and Nonprofit Organizations 24
Table B.102 Balance Sheet of Nonfarm Nonfinancial Corporate Business 25
Table B.103 Balance Sheet of Nonfarm Noncorporate Business 26

Page |2

——

HORIZON

© Horizon Asset Management, Inc. 2010



CONTRARIAN RESEARCH REPORT COMPENDIUM

Murray’s Musings

Gold Bubbles

In the not-too-distant future, I believe that there will be a gold bubble. What follows are
some objectively verifiable facts that form the basis for making that statement. The first is
that according to State Street Global Advisors, the SPDR Gold Trust (GLD) holds at the
moment 42,902,000 ounces of gold at a value somewhat in excess of $52 billion. The
second is that according to the Federal Reserve, the total assets of aggregate U.S.
households and nonprofit organizations were $68.5 trillion at the end of the first quarter of
2010. The table with that figure can be viewed in the appendix at the end of this report
(Table B.100). That figure includes only the assets of households and nonprofits. After
subtracting the aggregate debt for all the households and nonprofits, the net worth still
comes out to be $54.6 trillion. That’s a lot of money.

The third fact is that according to the World Gold Council, the total amount of gold ever
mined since the beginning of history is 165,000 metric tonnes. Each ton is equivalent to
32,150.75 ounces. Therefore, it follows that all the gold ever mined in history amounts to
5,304,873,750 ounces. Though it may be obvious, it’s worth stating that all the gold ever
mined is clearly not available for trading, because some of it is in jewelry, works of art, has
been lost or is unavailable in some other way. More importantly, however, is that to this
very day the central banks still hold huge amounts of gold. For example, also according to
the World Gold Council, the United States Treasury Gold Reserve amounts to 8,136.5
tonnes of gold, which equates to 261,594,577.4 million ounces. One could also say that the
United States government owns, in principle, 4.93% of all the gold ever mined. Similarly,
the SPDR Gold Trust owns 0.81% of all the gold ever mined.

According to the U.S. Geological Survey, annual world gold production is 2,260 tonnes. *
That’s equivalent to 72,660,695 ounces, which is not a lot when you think of the size of the
SPDR Gold Trust. Another point is that according to the Chicago Mercantile Exchange
(CME), the most active gold future at the moment is the August 2010 contract. On Friday,
June 11, 2010, that contract traded 132,228 contracts. The specification is for 100 troy
ounces per contract; therefore, it is the equivalent of 13,222,800 ounces, which is about
one-seventh of the world gold production. That’s an extraordinary number.

It’s interesting that the next most liquid CME gold contract is the December 2010 contract.
On Friday, June 11, 2010, the number of contracts it traded was 3,668. This contract is far
less liquid than the one for August 2010. After the December 2010, the next most liquid
contract contract is the October 2010 contract. On Friday, June 11, 2010 it traded 1,683

This figure can be confirmed on the U.S. Geological Survey website: minerals.usgs.gov
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contracts. One can conclude that there is essentially one very liquid contract in gold, which
is the August 2010 contract, and there are a few smaller ones.

Given that the gold price is about $1,230 per ounce, the notional dollar value of the August
2010 contract equals $16.266 billion dollars. It’s important to understand that the futures
contract is trading with a tremendous amount of leverage, so the amount of equity in the
contract is much less. Nevertheless, if you think about $16.2 billion in relation to world
wealth, even in relation to American wealth, it’s actually a very small sum. To understand
how small that sum really is by comparison, the value of the shares of Exxon that trade on
an average day is $1.9 billion. The daily trading value of the SPDR Gold ETF is $939
million, or almost one-half that of Exxon. That is a very interesting thought if you think of
gold as an asset class rather than as merely another ETF in the vast panoply of ETFs.

After the SPDR Gold ETF (GLD), the next-largest in the United States is the iShares
Comex Gold Trust (IAU), which has 2,731,385 ounces of gold in it. That amount is much
smaller than that of GLD. Europe has the ETF Securities Gold Bullion ETF (GBS), which
has about 3.8 million ounces.

Given the previously stated aggregate assets of U.S. households and nonprofits of $68
trillion, let’s assume that those households, on average, wished to have gold as an asset at a
2% weight. If that were to happen, those households, in aggregate, would need to purchase
$1.37 trillion worth of gold. At current prices, that would equal over a billion ounces—or
1,113,640,059 ounces, to be exact—which is 15.3 times annual production, assuming no
gold consumption for jewelry or industrial purposes, and no gold purchases by any
investment firms, hedge funds, sovereign wealth funds, central banks, or foreign nationals.

Gold is being recognized, because of the risk that nations might print up a lot of money as
a way to escape from their massive debt burden, which could cause their currency to
become devalued. The logical answer to that would seem to be investing in gold. Even a
small weight in gold would be an enormous move.
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Industry Thoughts

The Gold Industry

Most world equity indices do not include companies involved in the gold mining industry.
For example, China, Japan, Germany, Sweden, Italy, Taiwan, India, and many other
indices have no gold exposure. The gold exposure, such as it is, in the S&P 500 is
Newmont Mining, which has a 0.28% weight and is clearly a rounding error.

The ten largest market capitalization pure gold firms are listed below. The combined
market capitalization of all those companies is $172 billion, which equals 59% of the
market capitalization of Exxon. The largest gold company, Barrick Gold, has a daily
trading value on the New York Stock Exchange of $485 million, which is about 25% of the
trading value of Exxon.

Table 1: Top Ten Gold Companies by Market Capitalization

Market Cap

($ in billions)

Barrick (ABX) $42
Newmont (NEM) 27
Goldcorp (GG) 32
AngloGold (AU) 15
El Dorado Gold (EGO) 9
Buenaventura (BVN) 9
Kinross (KGC) 12
Lihir Gold (LIHR) 9
Gold Fields (GFI) 9
Randgold (GOLD) 8
Total $172

The junior gold companies are worth pondering because, if there ever were a large increase
in the price of gold, the junior gold companies would probably outperform the senior gold
companies. Since the junior gold companies have projects that are often either not
financeable or, even if they are, would not be very profitable at current gold prices, they
might become very profitable if gold prices rise much higher. It’s arguable that there’s
more operating leverage in the junior gold companies than in the senior ones.

The ten largest junior gold companies are listed below. Their aggregate market
capitalization is $15.7 billion. Even if they were all merged into one company, their
combined weight in the S&P would be much less than the weight of Newmont Mining.
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The amount of market value equity they supply would clearly be inadequate to enable the
global investment community to establish a 2% gold industry weighting.

Table 2: Top Ten Junior Gold Companies by Market Capitalization

Market Cap

($ in billions)
New Gold (NGD CN) $2.6
Semafo (SMF CN) 1.9
Alamos Gold (AGI CN) 1.8
Silver Standard Resources (SSRI) 14
Hecla Mining (HL) 1.3
Allied Nevada Gold (ANV) 1.4
Coeur d'Alene (CDE) 1.3
San Gold (SGR CN) 1.2
Detour Gold (DGC CN) 1.7
Silvercorp Metals (SVN CN) 1.1
Total $15.7

Canada is the only developed market that has an important gold exposure within its index.
The iShares MSCI Canada Index (EWC) has the following gold exposure: Barrick,
Goldcorp, Kindross, ElI Dorado, Yamana, IAM Gold, and Franco Nevada, for an aggregate
market capitalization weight of 10.51%. If one wished to have an index with important
gold exposure, that’s the only one that exists. Australia doesn’t have pure gold exposure,
despite being home to some large mining companies that that have important gold
divisions, including BHP Billiton and Rio Tinto. At the end of the day, they are still
diversified mining companies, not gold companies. The iShares MSCI South Africa Index
(EZA) has slightly more gold exposure as a percent of its total than the iShares MSCI
Canada; however, it’s concentrated in three firms: Anglo Gold, Gold Fields of South
Africa, and Harmony Gold. Those companies are available in the Market Vectors Gold
Miners ETF (GDX), which one presumes would be the vehicle of choice for individuals or
institutions seeking gold exposure.

One of the problems with gold production in the world is that the companies themselves
don’t have sufficient capital resources to dramatically increase gold production at current
prices. For example, Barrick Gold, the world’s largest gold company, will produce
between 7.6 million and 8 million ounces in the current year. According to the latest
Barrick Gold presentation, the total financial assets in the world are $117 trillion. Think of
a 2% weighting in gold in the context of $117 trillion of assets.

Barrick Gold, the largest gold company, discovered 135 million ounces of gold during the
period from 1990 to 2009, which is about 7.1 million ounces a year. At the moment, the
company only has two properties under construction: Pueblo Viejo and Pascua-Lama.
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Pueblo Viejo is in the Dominican Republic, and Pascua-Lama is on the border between
Chile and Argentina. The only way that Barrick could meaningfully affect global
production on its own would be to have more projects of scale to deploy far more capital
than currently.

To demonstrate the scale that Barrick Gold operates upon, it recently brought public on the
London Stock Exchange the so-called African Barrick Gold (ABG LN). This company has
a market capitalization of 2.57 billion pounds sterling. Barrick still retains a 74% interest
in it. African Barrick production is going to be about 710,000 ounces of gold per year,
which is clearly a de minimis amount in the context of world production. One can only
presume that Barrick Gold brought it public because the cost of equity capital in the
context of raising money through Barrick Africa Gold was lower than for the company
itself. If there were an increase in the price of gold, and a demand for gold equities, there
aren’t very many gold equities that could really serve the purpose, which is worth
reflecting upon.
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Facts & Figures

The Weight of Gold

According to the U.S. Geological Survey, world gold production in 1980 was 1,220
tonnes. Despite a falling gold price throughout the ensuing 10 years, by 1990 world gold
production had risen to 2,180 tonnes. That fact illustrates the inertia in gold production,
because it appears that once the projects are on-stream, they produce gold almost
irrespective of the price. It’s uncommon to close the mines, because the cash cost of
production is so much less than the total capital cost of production.

By 1995, with the price of gold still falling, gold production had increased to 2,230 tonnes.
By 1998, it was 2,500 tonnes. Gold production kept increasing until the year 2001 when it
peaked at 2,600 tonnes. Since that peak in 2001, despite an absolutely enormous increase
in the price of gold, world gold production has been declining. In 2008, the last year for
which the U.S. Geological Survey has reliable data, total world gold production was 2,260
tonnes.

Table 3: World Gold Production

Tonnes Tonnes
1980 1,220 2002 2,550
1990 2,180 2003 2,540
1995 2,230 2004 2,420
1998 2,500 2005 2,470
1999 2,570 2006 2,370
2000 2,590 2007 2,360
2001 2,600 2008 2,260

Source: U.S. Geological Survey

World gold production has been in a smooth decline since the nadir of gold prices. That’s
an amazing fact, which illustrates the long lead-time and the amount of capital necessary to
bring gold projects online. The gold properties that are producing today were developed in
the 1980s when costs of development were much lower. Development costs today are
much higher. As a result, the expense of large-scale increases in gold production would
exceed the financial capabilities of the large gold companies.

Table 4 lists gold reserve holdings of the central banks of several countries. It’s startling
how much they hold. The United States is the leader in the world, Germany is the second
largest and the International Monetary Fund is the third largest. Between the first quarter of
2000 and the first quarter of 2004, China increased its gold reserves from 395 to 600
tonnes. Since that time, the Chinese have bought no gold; however, imagine what the
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impact would be if the Chinese central bank, or that of any of these countries, decided to
buy gold.

Table 4: Central Bank Holdings of Gold

Gold (Tonnes) Q1 2000 Q1 2004 Q1 2009
United States 8,138.8 8,136.3 8,133.5
Germany 3,468.6 3,439.5 3412.6
IMF 3,217.3 3,217.3 3,217.3
Italy 2,451.8 2451.8 2451.8
France 3,024.6 3,024.6 2,452.8
China 395.0 600.0 600.0
Switzerland 2,590.2 1,561.0 1,040.1
Japan 753.6 765.2 765.2
Russia 422.6 389.8 531.9
Netherlands 911.8 777.5 612.5
India 357.8 357.8 357.7
ECB 747.4 766.9 536.9
Taiwan 422.1 423.9 423.6
Portugal 606.7 517.2 382.5
Venezuela 311.0 356.8 356.4
Saudi Arabia 143.0 143.0 322.9
United Kingdom 588.3 312.9 310.3
Lebanon 286.8 286.8 286.8

Source: World Gold Council

Another interesting fact is that on February 9, 2010 Business Week magazine reported that
the China Sovereign Wealth Fund, to be distinguished from the Chinese Central Bank, had
taken a $155.6 million position in the SPDR Gold ETF. In the context of China’s
resources, that amount of money represents a very small position.

Returning to the subject of household assets in the U.S., included in the Appendix of this
report are three tables from the Federal Reserve that contain data for the balance sheets of
households (Table B.100, referred to in the Musings section), non-financial corporations
(Table B.102) and for businesses that are not incorporated (Table B.103). You could look
at the figures in terms of net worth or in terms of total assets, but any way you look at
them, there’s an enormous amount of capital that needs to be deployed just in the U.S. The
figures are absolutely extraordinary, and gold is a de minimis asset class. Therefore, even a
small weight in gold, should it become desirable, would have a large effect.

As a group, investors frequently adopt a common mindset. Since the portfolio weighting of
gold in portfolios is de minimis at the moment, if investors were to look at gold as a viable
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asset class that belongs in portfolios, even a tiny shifting of weight could have an
enormous impact on gold.

How They Did It

The California Gold Rush and Other Bubbles

This section features a person who is historically insignificant in the business world, but is
included to illustrate a point about bubbles. When bubbles are viewed at a granular level
rather than a fiscal level, that is, when they are observed from the perspective of
individuals, it becomes obvious that bubbles are much more complicated than the statistics
would suggest. The bubble in question is known as the California Gold Rush and we’ll
examine it from the standpoint of Johan Suter, known in the U.S. as John Sutter. He was an
immigrant from Switzerland who became famous after the discovery of gold on his
property in 1847 precipitated the California Gold Rush.

Sutter arrived in the area of what is today Sacramento in about July 1839, when California
was part of Mexico. He became a Mexican citizen in 1840 and was granted title to 48,827
acres of land in the Sacramento area, which is almost 200 square kilometers. His goal was
to build an agricultural settlement known as New Helvetia.” In the course of building his
settlement, he hired a workman named James Marshall to build a saw mill, which is a very
logical action, since a certain amount of wood would be required to build the dwellings
and farm structures of an agricultural settlement. About the time the settlement was being
developed, the United States seized the territory of California from Mexico, and it became
American territory.

In 1848, while working on the settlement, Marshall found gold, the discovery of which
Sutter wished to keep quiet. Sutter had no interest in developing gold, because he feared,
correctly, that a gold discovery in that area would cause it to be overrun by squatters.
However, since news of that type cannot be kept secret, Sutter’s land was overrun. The
great California Gold Rush of 1849 had begun, and the people who flocked to California in
that period of time are known as the 49ers.

The following facts refer to the consequences of the California Gold Rush rather than on
that period itself. They illustrate the effects of a bubble, which are infrequently limited to
the initial subject of the bubble. One fact is that the population of the nearby city of San
Francisco increased 25-fold in one year which, obviously, had an impact upon property
values. The discovery of gold in California did not go unnoticed by the rest of the world. A
gentleman by the name of William Aspinwall saw that immigrants to the area would need

2 Helvetia is the Latin name for Switzerland.
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a means of transportation to California. He was not necessarily interested in developing the
gold himself, but saw an opportunity in providing transportation to potential prospectors.
In addition, he engaged in an initial public offering in 1848 for the Panama Railway.
Before the Panama Canal was built, travelers had to use land transportation across Panama
when en route to the West Coast of the United States by ship. As an aside, in that same
year, Aspinwall organized another venture called the Pacific Mail Steamship Company,
which became a charter member of the Dow Jones Transportation Index.

Getting back to Johann Sutter, he wanted to defend his gold claim, but he was essentially
pitted against tens of thousands of immigrants. He wrote a letter asking his son to join him
in defending the family holdings. The idea was to defend the Mexican land grant, but it
was not clearly defensible under U.S. law. Under the treaty by which the United States and
Mexico ended the war, the United States was obligated to honor Mexican land grants.
However, California was a newly organized territory that had no legal mechanism for
enforcement, so it had to be defended in a different manner. Sutter’s property became
known as El Sobrante, which in Spanish means “leftover.” It was an apt title, because
Sutter found it very difficult, if not impossible, to defend his claim. In point of fact, in
1858, the United States Supreme Court invalidated his land grant.

When Johann Sutter Jr. arrived in the U.S. from Switzerland, he realized that a person
could get killed defending a land grant against an American mob that was suitably enraged
with gold fever. However, he observed that the Sutter property was on the American River,
which joins the Sacramento River and eventually flows into the San Francisco Bay. Sutter
Jr. realized that the many settlers overrunning the city of San Francisco would need
another place to live. He thought that the confluence of the Sacramento River and the
American River would be a good place for another real estate development, and thus was
founded the city of Sacramento.

Another interesting fact about this period in time concerns a certain myth that Levi Strauss
made a lot of money in the California Gold Rush by selling picks and shovels to miners. It
turns out to be completely false. Levi Strauss did not arrive in San Francisco until March
1853. By that time, the gold fever was somewhat exhausted. He did, however, operate a
successful dry goods store. His big success, however, came in 1873 when he met a tailor
by the name of Jacob Davis who had developed the idea of reinforcing the textile strength
of denim work pants by using copper rivets. Davis had patented that process and received
patent number 139121 but, being a poor tailor, he was afraid that he would be unable to
afford the legal fees for defending his patent against the inevitable challenges. He and Levi
Strauss became partners, and that was how Strauss’s wealth was created: in the blue jeans
market. It was really an accident.

Returning to the consequences of the Gold Rush, in 1854, the capital of the California
territory was moved from San Jose to Sacramento. San Jose had been the historical capital
of California under Mexican rule and during the first years of U.S. rule. It was the capital
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because, historically, it had been the site of the largest mining complex in the State of
California. That complex was called the New Almaden Mine. It mined quicksilver,
otherwise known as mercury, which was used in the then-current technology used to
separate pure gold from gold ore. The New Almaden Mine was the largest mercury mine in
North America.

However, the California Territory Legislature, in its search for revenue—and here we see
that the California revenue crisis is nothing new—saw the vast influx of immigrants as an
opportunity. It passed a law in 1854 that imposed a tax of $20 per month on any foreign
miner, of which there were many. In 1854, $20 was a great deal of money, and the miners,
of course, did not want to pay it. Therefore, to facilitate collection of that tax, the state
capital was moved to Sacramento. Here it’s worth noting that to this very day the local
newspaper of San Jose is called the San Jose Mercury News. Now you understand the
reason for that publication’s name: the city was home to the largest mercury mine.

The anti-foreigner tax ultimately drove many of the foreigners from the mining properties,
but there were many Americans as well who, in the bubble and the inevitable scramble for
resources, found themselves unable to stake a claim or, if they staked a claim, were unable
to find any extractable gold. One of those failed California Gold Rush miners, who was
nothing more than a victim of the bubble, was a man by the name of William Greeneberry
Russell. He married a Cherokee woman whose relatives lived near the South Platt River at
the foot of the Rocky Mountains in what is now known as Colorado. It happens that these
Cherokee relatives told Russell that there were gold deposits in the area, which was
apparently of no value to the tribe.

Russell took a party of 107 prospectors to what is today known as Pike’s Peak, and they
found gold there in 1858. That discovery started the next gold rush. Pike’s Peak is located
not far from what is today the city of Denver. That city was built as a mining town. As a
matter of fact, the first incorporated county of Denver was known as Auraria, from the
Latin word for gold. Today, if you drive on Colfax Avenue in Denver, also known as U.S.
Route 40, you will pass by the Auraria Campus of the University of Colorado. That’s a
reminder that Denver was built on yet another gold bubble. Those three cities, San
Francisco, Sacramento, and Denver, were built as a result of financial bubbles. | should tell
the readers that | have left out a great amount of economic activity that wouldn’t have
occurred if not for these bubbles. For example, there was a Sacramento Railroad built to
carry the gold to the port of San Francisco. That’s just one of many examples that I could
give.

The point of all this information is that among the many people attracted to the area by the
1858 onset of the Pike’s Peak Gold Rush was a named William Cody, better known in
American history as Buffalo Bill. He wrote an autobiography, but some of the stories can’t
be authenticated, including one that says he was a prospector. However, it’s not
unreasonable to believe that he was attracted to the area by gold fever, like so many others.

Page |12
T —...
HORIZON

© Horizon Asset Management, Inc. 2010



CONTRARIAN RESEARCH REPORT COMPENDIUM

If he was a prospector and his autobiography is believed, he was a failed one. As such, he
became a scout for the U.S. Cavalry, and he fought in the Plains Wars against the Indians.
He was a scout for nearly 14 years, and he won the Congressional Medal of Honor in 1872.

While in the U.S. Cavalry, he met another cavalry veteran by the name of Texas Jack
Omohundro, who was a veteran of the Confederate Cavalry, and had served as a scout
under Jeb Stuart. The two heroes, Texas Jack and Buffalo Bill, liked to entertain the troops
by the campfire in the evenings by telling of their many adventures and exploits. Though
some of the stories may not have been true, the other soldiers found them so amusing that
the two decided to go into business together. They formed Buffalo Bill’s Wild West Show.

At the end of the Civil War, Texas Jack had found a child whose parents had been killed—
in other words, an orphan—and he raised him as his own son. Naturally, he called that son
Texas Jack Jr. When Texas Jack Sr. died in 1880, his son did not wish to remain partners
with Buffalo Bill, so he started his own Wild West show. Over the course of some years,
Texas Jack Jr. changed the format of the show to a rodeo/comedy format. In 1902, Will
Rogers got his start as a comedian in the Texas Jack Jr. Wild West Show.

Buffalo Bill took his Wild West Show to Britain in 1887 to celebrate the Golden Jubilee of
Queen Victoria. At some point in his travels, he met an Italian novelist known as Emilio
Salgari, who was very impressed by the tales told by Buffalo Bill. Salgari became a
bestselling Italian novelist by writing books that were inspired by the various Buffalo Bill
adventures. If the following people can be believed, Salgari was the inspiration for Sergio
Leone and the old “spaghetti westerns” that were made some years ago. Federico Fellini
claimed to have been influenced by Salgari. In the world of Italian and Hispanic literature,
many of the leading figures claimed to have been enchanted and mesmerized by Salgari,
and that he had strongly influenced their works. These writers include Pablo Neruda (a
Nobel Prize winner), Carlos Fuentes, Gabriel Garcia Marquez (also a Nobel Prize winner),
Jorge Luis Borges, and Umberto Eco, who is probably one of the bestselling novelists
writing in the Italian language in the world today.

The point of these remarks is to illustrate that, while bubbles may be commonly
understood as irrational actions resulting from rational actions taken to unsustainable
economic extremes, when they are examined in their granular, human form, they appear in
a very different light. Many times, they begin as irrational economic activities, but they
bear fruit that transforms them into rational and useful products. Bubbles are very
complex, and | don’t think they are necessarily understandable exclusively through pure
time series analysis.
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Featured Companies

U.S. Gold (UXG)

Naturally, the first company in this section would have to be a gold company. Since the
price of gold is as high as it is, it’s not possible to find any gold companies trading at lows.
However, U.S. Gold is a development stage gold company with a $514 million market
capitalization. It is run by a gentleman by the name of Rob McEwen, who is himself worth
studying. Formerly, he was head of Goldcorp, a company that has been the subject of
many Contrarian Research Reports over the years. McEwen made that company one of
the most successful gold companies of all time, if not the most successful. McEwen joined
Goldcorp in 1990 and began restructuring the company in 1993. During his 15 year tenure,
the company’s share price increased at a 40% compound annual growth rate.

Since 2005, McEwen has been the largest shareholder of U.S. Gold. He currently owns
21% of the company and is the chairman and CEO. Given U.S. Gold’s current $514
million market capitalization, McEwen claims in each and every one of his presentations
that by the year 2015 the company will have a market capitalization of $3.5 billion, and not
all of that will be achieved by share issuance. The company has two very large deposits:
one silver deposit called El Gallo that is located on the Gulf of California coast in Mexico,
and one gold deposit in Nevada known as Gold Bar, which is next to the Barrick Gold

property.

The silver deposits in Mexico are in a very shallow open-pit mine, which has allowed the
company to be very aggressive in exploration drilling. During the last four and a half
months, it has drilled 100 shafts, which is very unusual for development-stage silver
mining. It’s said by the company to be one of the best ore grades found in many years.
Should this property become productive, it will have annual production of 5.3 million
ounces of silver annually at a cash cost of $4.51 per ounce. The price of silver is nearly
four times that cost. The estimated reserves on the property are 40 million ounces, and U.S.
Gold has many other claims in the El Gallo area, so there may be many more ounces of
silver there.

The Nevada property is a different type of investment. Nevada is the second-largest gold-
producing area in the world. The U.S. Gold property in that state is in the so-called Cortez
Trend, which is still in development-stage. The Cortez Trend has produced, at least as far
as its reserves are concerned, 65 million ounces already. The U.S. Gold property, if the
company can be believed, should have resources of 2.5 million ounces of gold at a cash
cost of production of $557 an ounce. The project itself should have, if it comes to
production, a 60% annual internal rate of return.
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U.S. Gold has no debt. As stated above, McEwen owns 21% of the company, he bought his
stock at $2 per share, and he takes no salary. It’s worth mentioning that McEwen resigned
from his position as CEO of Goldcorp, a multibillion-dollar market capitalization
company, to assume this position at U.S. Gold.

The balance sheet is not adequate to develop these properties. It has $33 million in cash
and $4.1 million worth of gold on its balance sheet. McEwen believes in the practice of
keeping gold on the balance sheet as a liquid asset. During the time when the Contrarian
Research Report was following Goldcorp, the company frequently did not sell the gold
that it mined in the Canadian properties; instead, it retained the gold on its balance sheet.
At one point, the company could state with complete sincerity that its gold holdings
qualified it as the equivalent of one of the central bank gold holdings of the world. It
actually proved to be a sensible investment.

Wesco Financial Corp. (WSC)

Wesco Financial is a company controlled by Berkshire Hathaway, and its chairman is
Charlie Munger. Wesco Financial is not similar to Berkshire Hathaway in that it is
nowhere near as well-diversified. Nevertheless, it does trade at a discount to its book value,
despite its excellent record over many decades of producing a return that is not inferior to
that of Berkshire Hathaway. The bulk of the Wesco Financial assets are in marketable
equity securities that include Procter & Gamble, Coca-Cola, Wells Fargo, Kraft, U.S.
Bancorp, and a variety of miscellaneous equities. There are also a number of operating
businesses, including ownership of a furniture rental business known as CORT Furniture
that has $380 million of revenue, and which operates, at the moment, at break-even. It
might be one of the explanations for why the company trades at the value of its marketable
securities.

In addition, Wesco Financial owns a steel business known as Precision Steel, which also
operates at break-even. However, in 2009 the revenues of this business were $38 million
and in 2008 they were $60 million. This business can be very profitable in a better
economy. There are also various insurance operations that work in conjunction with
Berkshire Hathaway. In the last fiscal year, the insurance businesses generated $339
million in premiums and $11 million in underwriting profits, which has no relation to the
investment income. On the balance sheet, there is also $300 million-plus of cash, $223
million of bonds and only $30 million of debt.

The question is, why should this company trade at a discount to what is obviously its
liquidation value? It might be that people believe Charlie Munger doesn’t pay attention to
his businesses, given his advanced age. To address that point, it’s worth looking at a
company called Daily Journal (DJCO), which is occasionally the subject of the Contrarian
Research Report. Daily Journal is the other company for which Charlie Munger serves as
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chairman. This company publishes legal journals, which are used in most states as a
vehicle in which attorneys publish legal notices.

For many years, this business has neither grown nor declined. It is nothing other than a
stable source of cash flow, which the company has been accumulating on its balance sheet
for about a decade. During the period from late 2008 to 2009, a large portion of that cash
was invested in equity securities that have probably doubled in value. The equity securities
of Daily Journal became material to the value of the enterprise to the extent that the U.S.
Securities and Exchange Commission actually wrote a letter to Daily Journal requesting
that disclosure be made about the nature of its investments, apart from the disclosure that
had been made that these were nothing other than equity securities. The SEC
correspondence and the company’s answer are available on the EDGAR website. The
company chose to merely reiterate that it has investments in presumably liquid marketable
equity securities, and it cares to say nothing further on that subject. It appears, at least as
far as the filing is concerned, that the SEC accepted that answer.

As a stock, Daily Journal was unchanged probably from the year 2000 to late 2008 or early
2009. Then the stock itself proceeded to double in value. Obviously, Mr. Munger still pays
attention to his financial affairs and therefore, we might make similar inferences in the case
of Wesco Financial.

Fair Isaac (FICO)

Fair Isaac provides software for credit scoring, which is used by companies to aid them in
deciding whether or not to issue credit to consumers. It has a $1 billion market
capitalization and trades at 14x earnings. Obviously, most banks and financial institutions
are loath to grant additional credit to most of their customers. Given that situation, the
banks are less likely to buy increased quantities of credit scoring software. However, 79%
of the revenue is recurring and stable, since it is generated from services that the company
provides.

Given a $1 billion market capitalization, the free cash flow recorded by this company in
the last quarter was $34 million. If the free cash flow were to remain constant over the next
year, the company would have $136 million of free cash flow. Given its $1 billion market
capitalization, and the fact that it also has $342 million of cash on the balance sheet and
$570 million of debt, it would be trading at 7.35x free cash flow, which is a very low
valuation.

Realizing that its business is not likely to be robust any time soon, and that it has no use for
$342 million of cash on its balance sheet, nor for more cash its balance sheet in the form of
the free cash flow it is currently receiving, Fair Isaac has embarked upon a $250 million
share buyback program, which is very substantial in the context of a $1 billion company.
In the last year, prior to the announcement of its share buyback program, the company
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bought back 2.4 million of its shares, or 4.9% of its outstanding shares. A much more
aggressive stock buyback program could cause this company to trade at a more reasonable
valuation, given its fundamental characteristics. Ultimately, banks will once again issue
credit in increasing amounts, because that is their business. However, it’s not likely to
happen anytime soon; therefore, Fair Isaac is in a position to acquire its own shares at a
low valuation. For that reason, it is recommended.

Loews (L)

Loews is a large company with a $13.62 billion market capitalization that is trading below
book value, which is not its ordinary condition. This firm is essentially a holding company,
and its holdings can be broken into five different parts, three of which are publicly traded
companies. It owns 90% of CNA Financial, 66% of the Boardwalk Pipeline Partners and
50.4% of Diamond Offshore. The value of the holdings of those three companies combined
totals more than the market capitalization of Loews. The company also owns two other
assets: 100% of a private company called High Mount, which is involved in oil and gas
exploration, and also it owns the Loews Hotel chain. In calculating its book value, the
company values the Loews Hotel chain at its own book value. However, since some of its
properties have been owned for many years, it’s unlikely that their realizable value is
equivalent to that book value. It’s likely that the value is much higher.

In any event, the stock trades at $32 and the book value is $41.80, which is a very
substantial discount to book. Over many years, and particularly recently, the company has
been aggressively repurchasing its shares. For example, during the most recently reported
quarter, the company bought back 5,387,600 shares out of the 419.7 million shares
outstanding. That’s a lot of shares to buy back in one quarter. We also know that during the
period from April 1, 2010, to April 28, 2010, the company repurchased another 1,245,900
shares.

Part of the reason for the Loews decline in value rests on its holding in Diamond Offshore.
Though Diamond Offshore is not a participant in the BP oil spill in the Gulf of Mexico,
like every offshore drilling company, it is influenced by that event, since the Federal
government has placed a moratorium on new offshore drilling projects, which can only
have a deleterious impact upon the earnings of Diamond Offshore. If the United States
government were to relent at some point and allow offshore drilling on its territory, it’s
likely that Diamond Offshore would rise in value. If the United States government does not
allow it, at least the current moratorium is more or less reflected in the share price.

Since the company has net cash of $4.95 per share, apart from its cash flow, it has the
resources to buy back shares for a very long period of time. There are two possible
outcomes. First, the company might influence its value by repurchasing a great quantity of
its shares, because the purchasing power of its cash is now enhanced. Second, it’s possible
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that Diamond Offshore might once again appreciate in value, in which case the company
would be dramatically undervalued.

From the Readers

Exchanges: Chicago Mercantile Exchange (CME)
Q: What is your strongest exchange pick right now?

A: 1 would say the Chicago Mercantile Exchange (CME), because it clearly has a higher
valuation than the New York Stock Exchange or NASDAQ, and it has the interest rate
futures business. Over the last several years, the interest rate futures business has been
depressed, because no one much believes that interest rates have the possibility of rising.
One day, however, they will rise, and with that will come a greater need to hedge against
interest rate increases. That need will cause the interest rate futures business to become
more robust.

Failing that, the raw material necessary for an interest rate hedge is issuance of bonds.
Interest rate futures are used for hedging Treasury positions. What asset, one asks
rhetorically, is increasing faster than the total outstanding issuance of United States
Treasuries? Nothing is, with the possible exception of various European sovereign debt
securities. The amount of sovereign debt being issued in the world is clearly growing;
therefore, the futures business is likely to be very robust.

The Chicago Board Options Exchange went public earlier this month, and the CME is
likely to make a bid for that company. The CME is probably in a position to get more
economy of scale from that business, because it’s already in the derivatives business, the
options business, and it’s co-located, at least geographically, with the CBOE. The VIX
contract owned by the CBOE would be a welcome addition to the futures business of the
CME, especially since the contract volume of VIX futures may be growing faster than any
have ever grown in history. Since the CME trades at a higher multiple, it is in a position to
bid very aggressively for the CBOE, and it is anticipated that it will probably do so.

AutoNation (AN)

Q: The price to book value of AutoNation (AN) doesn’t seem enticing enough. Are there
any assets on the balance sheet for which the assessed value may be higher that stated?

A: Auto Nation requires very little in the way of capital investment to maintain its
business. At the end of the day, it’s only a series of auto dealerships. There aren’t really
many assets to be valued, though there are some. The real value of the business is the
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franchise value. As a huge auto dealer, the elimination of auto dealerships during the last
two years is likely to give it greater market share. The automobile business is cyclically
depressed. If one assumes that there will be a concomitant cyclical recovery, it could result
in a much higher stock valuation for Auto Nation. The company does not need to invest its
cash flow in its own business, so it is using it to very aggressively buy in its own shares. If
the company records much higher revenues, and records nothing other than a modest profit
margin on those revenues, the profit per share will be much higher than in years past
because it will have fewer shares outstanding. Auto Nation should be viewed as a company
that invests in itself by retiring its own shares.

Reports of Mineral Wealth in Afghanistan

Q: What are your thoughts on the announcement in various newspapers that there is vast
mineral wealth in Afghanistan?

A: To begin with, I have no way of verifying whether that information is true or not. Let’s
presume that it’s true. Wherever vast mineral wealth exists, one can reasonably forecast
that large enterprises will seek to exploit it. Here we enter the world of geopolitics because,
at the moment, the United States occupies Afghanistan. One can have no doubt that if this
alleged mineral wealth exists, other nations would like to exploit it as well. There would
come the inevitable struggle that we’ve seen over these many centuries for control of those
resources, if they indeed exist. One can read many articles on foreign affairs that have been
published over the last several years in which it was presupposed that Afghanistan itself
has no strategic value to the U.S. That perception would change if there is truth in this
announcement. It would presumably then have strategic value. Past situations of this type
have been known to influence the foreign policy of many nations.

Though I’'m certainly not a foreign policy expert, nor am | by any stretch of the
imagination a military expert but, if my advice were asked, | would strongly recommend to
the U.S. Military that if $1 trillion dollars-plus of mineral wealth exist in that country, that
they not allow it to fall into the hands of the Taliban.

The VIX: A Mathematical Abstraction
Q: When you buy the VIX, what exactly are you buying?

A: When buying the VIX, you are buying a mathematical abstraction. That’s all it is; it’s a
formula—a calculation. It’s truly a derivative in the understood sense of that word because,
traditionally, derivatives derive their value from an asset. For example, the value of an
interest rate swap is based on the value of real securities. An asset swap is based on the
value of gold or equities. The VIX is based on the value of options, which themselves have
their value derived from something else, so it’s a pure abstraction. When buying the VIX,
you are essentially making a bet on a number. If you’re long, you obviously want that
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number to go higher. If you’re short, you want that number to go lower. That number can
change in value by extreme quantities; for example, in late April, the VIX was at a level of
15-plus and, in the next month, was at a level of 45-plus. For one who is merely trading
securities, as opposed to investing in companies, any security can be thought of as just a
number on which a bet is being placed.

When you talk about the valuation of securities changing, in a sense, you’re talking about
an abstraction, because the valuation accorded any security by the marketplace is an
abstraction; it’s entirely subjective. Is the company worth 12, 10, 14 or 20 times earnings?
What you’ll find over the course of several years is that the answer to that question is that
it has all of those valuations. It’s really a question of people’s moods.

In the case of the VIX, the valuation changes are far more extreme than you would see in
P/E multiple changes, whether applied to an individual stock or applied to an index. It is
perhaps inevitable that the extreme nature of those changes attracts trading interest.
Volume on the VIX futures has increased over the last year by several-fold, which is
logical. Let’s say that a trader was very astute at trading an individual stock and believed
that it trades within a certain range. Let’s say that this trader has mastered that range and
all of the variables that influence that security’s valuation. He or she might still be
concerned by the possibility of a variety of exogenous events.

The company could be found to be fraudulent, or it could lose its business or gain a
business. Its valuation could change for many different reasons. The industry in which the
company operates could become more popular. In the case of the VIX, however, you can
be sure that it can’t go bankrupt. It can be affected by its own exogenous events, but it will
continue as long as there are underlying securities to price and thereby create the
arithmetical abstraction that is the VIX. In that way, you can always live to fight again
another day. A trader could trade XYZ company, and it’s theoretically possible that one
day it would stop trading. In that scenario, the trader would have no possibility of
recouping any losses, because the company would have filed for bankruptcy. It has
happened. That is not a possibility with the VIX.

In pure mathematical theory, | suppose there’s no reason why the VIX couldn’t fall to
some infinitesimally small number, but it would still exist. As long as the VIX contract is
traded, it’s always possible to make more money. Ironically, the lower the VIX falls, the
higher a return it can have, because we know the highs of around 80 that were recorded in
the fall of 2008 could happen again. All it would take would be a sufficient quantity of
volatility to be experienced in the marketplace.

When you buy the VIX, that’s what you’re buying. People prefer to trade the VIX. The
idea is that trading is about an attempt to anticipate changes in human behavior.
Ultimately, if you think of it in that sense, the VIX is a very logical trading tool for one
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who wishes to engage in that activity. | myself do not wish to do so but, if I did, I would
choose the VIX.

Q: Does more money in the various derivative securities change the ultimate valuation of
the VIX?

A: In principle, options are efficiently priced through the Black-Scholes model. All option
values that trade on the CBOE and the other options exchanges are created algorithmically,
as people inform me. In principle, it shouldn’t matter. They shouldn’t depart radically from
their Black-Scholes value. If the underlying securities become more volatile, which is what
happened in the last month and a half, that volatility probably impacts the options. You
might convincingly argue that a lot of money coming into an underlying security could
ultimately make it more volatile. I think there’s truth in that. In principle, it becomes more
liquid. However, it will be volatile as long as there’s a base of people who are willing to
withdraw their money from that security in quick order. |1 would think that situation would
be reflected in the option price, and the aggregation of the option prices would be reflected
in the VIX.

Q: You don’t necessarily think that money flowing into or out of the VIX in any significant
way drives the volatility?

A: | don’t know. | once asked that question of the CEO of the CBOE, and he himself
didn’t know the answer. He said that they were studying it. All I can tell you is that they
must have reached a conclusion in one sense of the word, because I noticed about a week
ago that they permitted the two VIX Exchange Traded Notes, which you will observe get
more volume almost every week, to list options. If you think that the VIX has high
volatility, one should look at the premiums on the VIX VXX options. They’re really quite
extraordinary.

I wish I could give you a better answer to your question, but I don’t really know the
answer. In an investment sense, my personal experience is that when many people enter an
investment, |1 would rather not be with the crowd. Similarly, had I been living in the area
into which tens of thousands of people swarmed at the time of the California Gold Rush, |
think 1 would have moved somewhere else.

Page |21
T —...
HORIZON

© Horizon Asset Management, Inc. 2010



CONTRARIAN RESEARCH REPORT COMPENDIUM

Money Manager Index

From Jan 1983 to May 2010

Annualized return

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Yr. End Index Yearlyreturn (since inception)
1983 1.00 0.81 0.76 0.87 0.75 1983 0.75 (60.5)% (50.2)%
1984 0.75 0.71 0.70 0.66 0.67 0.67 0.61 0.83 0.79 0.76 0.67 0.65 1984 0.65 (13.5)% (26.5)%
1985 0.92 0.93 0.99 0.95 1.20 1.30 1.32 1.38 1.28 1.50 1.86 2.02 1985 2.02 211.8% 33.7%
1986 2.46 2.78 2.47 231 2.36 2.33 2.03 2.23 1.98 2.37 2.34 2.34 1986 2.34 15.9% 28.2%
1987 3.21 3.27 3.16 2.55 2.37 2.30 2.39 2.47 2.22 1.56 1.44 1.52 1987 1.52 (35.0)% 9.9%
1988 1.80 1.87 1.78 1.79 1.69 1.94 1.92 1.96 2.01 1.97 1.95 2.07 1988 2.07 36.0% 14.3%
1989 2.42 2.37 2.54 2.63 2.64 2.64 2.93 3.12 3.07 3.05 3.23 3.26 1989 3.26 57.8% 20.2%
1990 3.12 3.15 3.53 3.06 3.47 3.45 3.30 2.70 2.68 2.40 2.52 3.02 1990 3.02 (7.3)% 16.1%
1991 3.08 3.49 3.70 3.68 3.71 3.61 3.86 4.05 4.07 4.69 4.47 5.72 1991 5.72 89.4% 23.0%
1992 5.76 5.61 5.30 5.12 4.98 4.99 5.93 6.06 6.19 6.56 7.25 7.36 1992 7.36 28.6% 23.6%
1993 8.06 8.04 8.20 7.94 8.15 8.57 9.05 10.00 9.99 9.31 8.97 8.90 1993 8.90 21.0% 23.4%
1994 9.52 8.73 8.05 7.85 7.81 7.53 7.66 8.31 8.15 8.52 7.88 7.95 1994 7.95 (10.6)% 19.9%
1995 7.74 8.38 8.72 8.77 9.20 9.35 9.93 10.78 11.22 10.53 10.89 10.40 1995 10.40 30.8% 20.8%
1996 11.12 11.50 11.33 11.62 11.86 12.53 11.91 12.36 13.32 14.03 14.42 15.02 1996 15.02 44.4% 22.4%
1997 16.04 16.81 15.32 17.27 18.42 20.29 22.28 21.39 25.31 24.95 24.95 25.50 1997 25.50 69.8% 25.2%
1998 25.67 29.00 29.89 30.60 28.90 30.44 27.67 21.33 21.74 25.16 27.27 25.41 1998 2541 (0.4)% 23.3%
1999 26.00 23.71 23.92 26.77 28.94 29.74 28.78 26.74 25.89 27.73 28.54 30.55 1999 30.55 20.2% 23.2%
2000 31.07 31.19 36.01 35.60 35.20 40.32 43.58 45.75 45.62 48.69 44.05 49.84 2000 49.84 63.1% 25.2%
2001 50.23 46.41 44.27 46.96 48.90 49.98 50.67 49.70 46.47 44.81 48.04 51.91 2001 51.91 4.2% 23.9%
2002 53.62 53.74 55.11 52.52 52.83 50.48 42,58 44.92 4154 42.66 45.78 43.17 2002 43.17 (16.8)% 21.4%
2003 42.72 41.18 42.36 45.98 49.02 50.71 53.47 53.97 53.46 56.12 55.83 58.49 2003 58.49 35.5% 22.1%
2004 64.38 65.08 64.63 61.68 60.86 62.30 58.71 64.08 65.73 68.86 73.53 78.16 2004 78.16 33.6% 22.6%
2005 76.46 77.94 74.06 72.83 77.02 80.25 83.59 83.07 86.03 89.19 96.58 97.35 2005 97.35 24.6% 22.7%
2006 107.62 111.44 110.75 111.88 101.89 100.61 100.62 104.98 114.61 116.64 113.78 118.05 2006 118.05 21.3% 22.6%
2007 125.73 123.77 122.62 127.58 133.57 134.68 126.61 124.07 133.57 148.09 135.13 135.56 2007 135.56 14.8% 22.3%
2008 127.53 115.76 115.94 121.58 130.51 115.68 119.94 120.55 109.69 72.70 62.95 67.91 2008 67.91 (49.9)% 18.1%
2009 57.51 51.76 65.63 79.49 85.67 90.79 99.97 101.69 107.32 107.36 110.94 115.01 2009 115.01 69.4% 19.7%
2010 106.84 110.32 118.13 114.91 100.179 100.18 (12.9)% 18.7%

Name Amount Invested Name Amount Invested

Affiliated Manager $ 22947 Pzena Investment Mgt $122,426

Alliance $ 7633

BlackRock $ 23,205

Waddell & Reed $ 27513

Eaton Vance $ 2641

T. Rowe Price $ 2423

Franklin resources $ 908

Legg Mason $ 1,000

Federated Inv $ 26,381
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International Money Manager Index

From Jan 1983 to May 2010

Annualized return

Year 31-Jan 28-Feb  31-Mar 30-Apr  31-May 30-Jun 31-Jul 31-Aug 30-Sep 31-Oct 30-Nov.  31-Dec Yr. End Index Yearly return (since inception)
1986 1.00 1.02 1986 1.02 10.0% 10.0%
1987 1.25 1.37 1.48 1.48 1.37 133 1.39 1.40 1.33 0.81 0.76 0.73 1987 0.73 (27.7)% (23.3)%
1988 0.75 0.92 1.02 0.95 0.80 0.89 0.88 0.82 0.86 0.88 0.89 0.93 1988 0.93 26.4% (3.4)%
1989 1.03 1.02 1.06 117 1.19 118 1.25 1.16 117 1.20 121 1.28 1989 1.28 37.8% 8.1%
1990 1.24 1.24 1.18 1.19 1.22 1.24 1.26 1.26 1.23 1.24 1.25 1.33 1990 1.33 3.7% 7.0%
1991 1.34 1.52 1.56 158 1.57 1.47 152 1.64 181 1.89 194 1.92 1991 1.92 44.8% 13.5%
1992 2.01 1.93 1.88 214 2.19 213 2.08 1.99 1.95 1.77 1.76 1.96 1992 1.96 1.9% 11.5%
1993 1.98 2.03 2.20 2.39 242 2.45 254 3.05 3.01 3.07 3.01 3.30 1993 3.30 68.7% 18.1%
1994 3.72 3.39 3.17 3.04 2.99 2.89 3.01 3.14 3.13 3.19 3.15 3.15 1994 3.15 (4.71)% 15.1%
1995 3.07 3.12 3.28 3.41 3.56 3.59 3.87 3.76 3.76 3.77 3.70 3.73 1995 3.73 18.6% 15.4%
1996 3.76 3.85 3.70 3.79 3.96 3.90 3.75 3.96 4.16 4.47 4.90 4.86 1996 4.86 30.3% 16.8%
1997 5.11 5.37 4.99 4.96 5.43 5.94 6.57 6.32 7.45 7.24 6.80 7.19 1997 7.19 47.9% 19.3%
1998 7.12 8.05 8.78 9.25 8.95 8.74 8.91 6.67 6.08 7.01 7.51 7.71 1998 7.71 7.3% 18.3%
1999 7.99 8.21 8.68 9.07 8.71 8.61 8.63 8.43 8.47 8.79 9.80 10.79 1999 10.79 39.9% 19.8%
2000 11.23 12.27 13.95 13.50 13.73 15.39 15.85 16.82 17.07 16.31 14.43 16.76 2000 14.43 33.8% 20.7%
2001 17.42 15.88 13.46 15.14 15.84 15.15 14.21 13.61 10.77 11.43 13.90 14.12 2001 14.12 (2.2)% 19.1%
2002 14.74 13.78 15.09 15.11 16.38 14.14 12.92 12.10 11.23 11.06 11.33 10.50 2002 10.50 (25.6)% 15.7%
2003 10.18 9.52 9.69 10.62 12.17 13.04 13.98 15.38 16.67 17.88 18.16 18.07 2003 18.07 72.1% 18.4%
2004 20.00 22.41 29.98 35.46 26.68 30.80 25.37 25.20 23.67 23.34 27.56 31.48 2004 31.48 74.2% 20.9%
2005 32.19 32.57 31.88 27.79 27.36 29.05 30.38 31.49 33.39 32.24 32.95 37.18 2005 37.18 18.1% 20.8%
2006 41.01 40.97 43.69 46.45 42.39 41.58 40.60 43.32 43.55 43.70 44.58 49.38 2006 49.38 32.8% 21.3%
2007 50.95 51.18 53.59 56.09 58.16 56.37 53.90 48.65 50.96 57.03 48.21 45.75 2007 45.75 (7.3)% 19.8%
2008 38.71 39.71 38.59 40.18 39.25 35.10 34.59 33.33 26.09 18.72 14.50 15.79 2008 15.79 (65.5)% 13.3%
2009 14.62 13.24 14.96 19.63 22.82 23.73 26.14 27.05 28.41 28.53 28.69 29.83 2009 29.83 89.0% 15.8%
2010 28.50 27.58 29.90 29.58 25.53 25.53 (14.4)% 14.7%

Name Amount Invested Name Amount Invested

IGM FINANCIAL INC $1,000 HENDERSON GROUP PLC $14,447

F&C ASSET MANAGEMENT PLC $1,203 RAB CAPITAL PLC $24,603

INVESCO PLC (PREVIOUSLY AMVESC $1,357 AZIMUT HOLDING SPA $21,908

SCHRODERS PLC $1,208 EVEREST FINANCIAL GROUP LIMITED $23,437

RATHBONE BROTHERS PLC $1,208 CHARLEMAGNE CAPITAL LTD $36,848

ABERDEEN ASSET MGMT PLC $1,208 PARTNERS GROUP-REG $36,848

CI FINANCIAL INCOME FUND $2,585 INVISTA REAL ESTATE INV MNGT $36,589

MAN GROUP PLC $2,862 ASHMORE GROUP PLC. $36,688

AGF MANAGEMENT LTD-CL B $3,343 BLUEBAY ASSET MANAGEMENT/UNI $37,469

SPARX GROUP CO LTD $11,762
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B.100 Balance Sheet of Households and Nonprofit Organizations (1)

Billions of dollars; amounts outstanding end of period, not seasonally adjusted

2003 2004 2005 2006 2007 2008 2009 - 2010 -
Ql Q2 Q3 Q4 Ql
1 Assets 56960.5 63859.5  71702.6  77859.2  78723.8 65558.3  62416.2  64425.1  67080.0  67570.6  68535.8 1
2 Tangible assets 216669 246313  28388.6 297355  28036.9 23889.9 223882  22787.6  23080.7  23060.6  22993.6 2
3 Real estate 17828.3  20575.0  24127.8 252709 233915 191105 17597.1  17964.8  18259.5  18204.5  18141.8 3
4 Households (2,3) 16395.1  18982.0  22084.6  22943.6  20978.0 17037.8  15684.0 161872 165353  16572.6  16507.2 4
5 Nonprofit organizations 1433.2 1593.0 2043.3 23272 2413.5 2072.8 1913.0 1777.6 1724.2 1631.8 1634.6 5
Equipment and software owned by
6 nonprofit organizations (4) 160.7 1732 183.7 196.5 207.9 220.9 221.0 220.7 219.7 2195 218.6 6
7 Consumer durable goods (4) 3678.0 3883.1 4077.0 4268.1 4437.5 4558.5 4570.1 4602.1 4601.4 4636.6 4633.1 7
8  Financial assets 35293.6 392282 433141  48123.8  50686.9 41668.4  40028.0  41637.5 439994  44510.1 455422 8
9 Deposits 5348.5 5732.4 6139.9 6753.1 7406.5 7972.8 7926.7 7828.6 7654.4 7755.7 7651.6 9
10 Foreign deposits 52.1 57.5 59.9 65.2 81.0 59.8 55.7 51.0 49.2 47.7 48.1 10
11 Checkable deposits and currency 398.4 344.1 216.9 173.1 90.3 263.0 2419 280.5 246.4 279.3 195.9 11
12 Time and savings deposits 3937.9 4426.8 4913.9 5400.4 5888.5 6068.0 6073.7 6013.1 6000.0 6115.4 6205.9 12
13 Money market fund shares 960.2 904.1 949.2 1114.5 1346.7 1581.9 1555.4 1483.9 1358.7 1313.3 1201.8 13
14 Credit market instruments 2723.1 2997.9 3327.4 3479.4 4089.4 4024.9 4460.1 4105.5 4153.3 3983.1 4180.2 14
15 Open market paper 77.3 83.7 98.4 117.5 107.3 6.0 5.6 5.1 4.9 4.6 4.6 15
16 Treasury securities 408.0 492.6 4643 394.1 266.6 277.8 544.2 540.6 649.7 648.3 795.7 16
17 Savings bonds 203.8 204.4 205.1 202.4 196.4 194.0 193.9 1935 192.4 1912 190.2 17
18 Other Treasury 204.2 288.2 259.2 191.7 70.2 83.8 350.4 347.1 4573 457.1 605.5 18
19 Agency- and GSE-backed securities 383.7 400.3 496.2 411.9 687.6 705.1 484.6 1773 166.3 6.8 94.3 19
20 Municipal securities 703.7 742.4 820.9 872.0 896.0 907.2 937.7 960.7 971.2 998.9 1020.1 20
21 Corporate and foreign bonds 1026.3 1141.7 1299.5 1552.8 2005.4 1988.6 2351.7 2289.3 2232.5 2197.9 2139.8 21
22 Other loans and advances (5) 3.1 5.9 8.7 9.1 17.6 29.7 274 25.6 24.1 24.5 249 22
23 Mortgages 1209 1313 1394 122.1 109.1 110.5 108.9 106.9 104.6 1023 100.8 23
24 Corporate equities (2) 6749.9 7483.9 8093.0 9643.7 9626.4 5913.5 5157.0 6158.3 7291.2 7463.9 7793.3 24
25 Mutual fund shares (6) 2911.0 3427.7 3669.1 4188.1 4596.1 3326.0 3123.0 3545.4 3947.0 4152.0 4318.7 25
26 Security credit 475.4 578.3 5753 655.7 866.4 742.7 666.3 657.3 671.7 668.6 679.5 26
27 Life insurance reserves 1013.2 1060.4 1082.6 1163.7 1201.5 1179.8 1183.0 1204.5 1227.3 1242.1 1255.2 27
28 Pension fund reserves 97189 106355  11460.1  12750.6  13390.7 10415.8 98952 106682 115650  11948.6 123454 28
29 Equity in noncorporate business (7) 5852.4 6758.3 8358.0 8843.4 8797.6 7326.6 6853.2 6704.0 6717.0 6507.7 6525.3 29
30 Miscellaneous assets 501.3 553.8 608.7 646.1 7122 766.4 763.4 765.6 772.6 788.4 792.9 30
31 Liabilities 9865.2  11029.3  12184.0 134444  14366.0 14265.1 141474 141164  14105.7 140684  13970.4 31
32 Credit market instruments 9505.0  10569.6 117429  12929.5  13802.1 13843.0 137548  13710.1  13669.6  13602.1  13503.1 32
33 Home mortgages (8) 6894.4 7835.3 8874.3 9865.0  10538.5 10496.9  10496.6 104619 103943 103344  10240.3 33
34 Consumer credit 2102.9 2220.1 2320.6 2416.0 2555.3 2594.1 2517.9 24879 2496.7 2478.9 24218 34
35 Municipal securities (9) 177.7 189.1 205.2 224.1 2412 2493 251.6 258.1 260.9 264.4 266.1 35
36 Bank loans n.e.c. 49.8 26.7 364 86.4 99.7 117.7 104.0 1183 137.1 147.7 200.8 36
37 Other loans and advances 118.7 119.0 119.0 123.8 127.0 1332 1335 134.0 133.0 133.7 1343 37
38 Commercial mortgages (9) 161.4 179.2 187.4 2143 2403 251.7 251.1 250.0 2475 243.1 239.8 38
39 Security credit 182.5 264.0 2324 292.1 3255 164.8 1343 147.7 173.8 203.0 196.4 39
40 Trade payables (9) 156.8 1733 186.3 199.9 2145 230.2 231.8 233.8 2379 2412 2463 40
Deferred and unpaid
41 life insurance premiums 20.9 22.5 224 22.8 239 27.0 26.5 24.8 24.5 22.1 24.6 41
42 Net worth 470953  52830.2 59518.6 644149  64357.8 51293.2  48268.8  50308.7 529743  53502.3  54565.4 42
Memo:
Replacement-cost value of structures:
43 Residential 10679.9 120303  13475.1  14440.6  14643.0 13981.2  13776.4  13557.8 134453  13518.6  13538.1 43
44 Households 10513.7 118489 132759 142293 144303 13778.7  13577.1  13361.8  13251.1  13323.6  13343.0 44
45 Nonprofit organizations 166.1 181.4 199.3 2113 2127 2025 199.4 196.0 1942 195.0 195.1 45
46 Nonresidential (nonprofits) 955.5 1058.3 1174.8 1279.5 1352.6 1424.0 1412.1 1374.6 1337.9 1331.7 1333.5 46
47  Disposable personal income (SAAR) 8377.8 8889.4 9271.3 9915.7  10403.1 10806.4 107654  10966.2 109343  11003.3  11095.9 47
Household net worth as percentage of
48  disposable personal income (SAAR) 562.1 594.3 641.6 649.6 618.6 474.7 448.4 458.8 484.5 486.2 491.8 48
Owners’ equity in household real
49 estate (10) 9500.7  11146.7  13210.3  13078.6  10439.5 6540.8 5187.5 5725.3 6141.0 6238.3 6266.9 49
Owners’ equity as percentage of
50  household real estate (11) 57.9 58.7 59.8 57.0 49.8 38.4 33.1 354 37.1 37.6 38.0 50

(1) Sector includes farm households and domestic hedge funds.
(2) At market value.
(3) All types of owner-occupied housing including farm houses and mobile homes, as well as second homes that are not rented, vacant homes for sale, and vacant land.
(4) At replacement (current) cost.

(5) Syndicated loans to nonfinancial corporate business by nonprofits and domestic hedge funds.

(6) Value based on the market values of equities held and the book value of other assets held by mutual funds.

(7) Net worth of noncorporate business (table B.103, line 31) and owners’ equity in farm business and unincorporated security brokers and dealers.
(8) Includes loans made under home equity lines of credit and home equity loans secured by junior liens, shown on table L.218, line 22.

(9) Liabilities of nonprofit organizations.
(10) Line 4 less line 33.
(11) Line 49 divided by line 4.
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B.102 Balance Sheet of Nonfarm Nonfinancial Corporate Business
Billions of dollars; amounts outstanding end of period, not seasonally adjusted

2003 2004 2005 2006 2007 2008 2009 - 2010 -
Ql Q2 Q3 Q4 Ql
With tangible assets stated at either market value or replacement cost:
1 Assets 20218.5  21820.0 247317  27121.8  28984.4 277255 269689  26521.2 264493  26333.5  26410.1 1
2 Tangible assets 101343 10919.0  12870.0  14505.1  15279.6 142249 135250 128922  12604.7  12264.8 121912 2
3 Real estate (1) 5458.0 5989.0 7661.6 8950.2 9407.2 81923 7549.9 6957.4 6706.0 6345.9 6263.6 3
4 Equipment and software (2) 33513 3481.8 3651.0 3890.5 4084.3 4287.0 4287.8 4281.3 4261.2 4254.9 4234.4 4
5 Inventories (2) 1324.9 1448.1 1557.5 1664.4 1788.1 1745.6 1687.3 1653.6 1637.5 1663.9 1693.1 5
6 Financial assets 10084.2  10901.1  11861.7  12616.7  13704.8 13500.6  13444.0  13629.0 138447  14068.8  14218.9 6
7 Foreign deposits 38.1 53.7 63.6 49.3 503 252 26.6 43.0 43.5 49.1 47.1 7
8 Checkable deposits and currency 191.7 194.2 267.8 150.9 141.9 52.1 75.5 126.6 187.7 247.8 3163 8
9 Time and savings deposits 362.8 400.5 450.4 497.0 4413 387.0 402.2 4132 5322 555.4 566.0 9
10 Money market fund shares 2983 308.6 3482 4163 544.4 702.6 707.4 692.2 650.3 630.8 563.3 10
11 Security RPs 6.0 6.4 14.6 155 8.1 7.5 7.8 83 9.5 9.9 9.8 11
12 Commercial paper 75.7 95.0 111.0 122.7 69.5 60.1 40.6 47.0 40.1 48.1 432 12
13 Treasury securities 33.7 34.0 52.1 45.5 383 30.8 40.6 46.1 46.4 482 50.1 13
14 Agency- and GSE-backed securities 11.2 11.3 17.4 152 12.8 10.3 6.9 12.0 12.1 12.7 13.4 14
15 Municipal securities 354 31.8 32.1 28.1 292 26.6 232 22.7 24.4 27.1 26.7 15
16 Mortgages 51.8 66.6 68.3 59.8 41.4 343 325 30.7 29.0 272 25.4 16
17 Consumer credit 59.0 59.2 59.6 57.6 58.6 59.8 55.0 53.8 53.0 572 535 17
18 Trade receivables 1701.8 1830.6 2108.2 2090.0 2253.0 2126.6 21139 2154.6 2164.9 2088.5 2108.7 18
19 Mutual fund shares (1) 1193 130.1 140.0 180.7 191.1 125.8 128.1 152.1 178.0 189.7 204.7 19
20 Miscellaneous assets 7099.5 7678.9 8128.6 8888.1 9825.1 9852.1 9783.5 9826.6 9873.5  10077.1  10190.6 20
21 Liabilities 9867.4  10349.3 111453 117819  12872.6 13429.7 135334 13597.2  13640.9 137214  13816.8 21
22 Credit market instruments 4970.8 5168.1 5494.1 5963.3 6724.5 7100.2 7135.6 7142.8 7111.2 7113.2 7206.4 22
23 Commercial paper 825 97.8 90.1 1125 123.8 1315 106.9 86.2 73.0 59.1 74.6 23
24 Municipal securities (3) 163.9 169.2 176.8 1822 190.3 1929 1933 194.9 196.8 198.1 198.4 24
25 Corporate bonds (4) 2900.1 2975.5 3032.2 3247.8 3558.9 3763.5 3908.3 4007.4 4075.0 4145.0 42482 25
26 Bank loans n.e.c. 548.3 542.7 508.7 517.9 609.4 671.5 652.9 618.7 580.6 553.5 554.2 26
27 Other loans and advances 769.3 824.0 9325 1061.7 1350.2 1405.4 1349.4 1314.8 1278.2 1261.2 1250.8 27
28 Mortgages 506.7 558.9 753.8 8412 891.8 929.4 924.7 920.8 907.6 896.3 880.3 28
29  Trade payables 1402.7 1499.9 1699.4 1813.0 1898.9 1740.9 1665.5 1654.8 1655.7 1695.9 1665.7 29
30  Taxes payable 81.2 88.0 86.2 85.4 35.8 39.0 40.7 35.1 42.4 37.6 49.4 30
31  Miscellaneous liabilities 3412.7 35933 3865.6 3920.2 4213.4 4549.6 4691.6 4764.5 4831.6 4874.6 4895.3 31
32 Net worth (market value) 10351.1  11470.7  13586.4  15339.9  16111.8 142958  13435.6  12924.0 128084  12612.2  12593.3 32
Memo:
Replacement-cost value of structures:
33 Residential 1229 136.0 1523 164.8 168.0 160.6 158.2 155.7 154.4 1553 1555 33
34 Nonresidential 4634.0 5126.0 5714.1 6228.6 6588.9 7209.7 72115 7079.0 6945.9 6968.6 7032.5 34
Market value of equities outstanding
35  (includes corporate farm equities) 108452 12088.6  12686.6 146023 157259 10036.4 89752 102984 118342 124649  13100.1 35
36  Debt/net worth (percent) (5) 48.0 45.1 40.4 38.9 41.7 49.7 53.1 553 55.5 56.4 57.2 36
37  Debt/equities (percent) (6) 45.8 42.8 433 40.8 42.8 70.7 79.5 69.4 60.1 57.1 55.0 37
38  Equities/net worth (percent) (7) 104.8 105.4 93.4 95.2 97.6 70.2 66.8 79.7 92.4 98.8 104.0 38
With tangible assets stated at historical cost:
39  Assets (8) 17556.9  18700.2  20093.5 21356.7 229553 23183.2  23160.4  23319.4  23550.1 238153  24011.7 39
40  Tangible assets 7472.7 7799.1 8231.8 8740.0 9250.5 9682.6 9716.4 9690.4 9705.4 9746.6 9792.8 40
41 Real estate 3033.0 3162.9 3340.1 3579.5 3883.7 4204.9 4267.5 4323.7 43778 44292 4470.9 41
42 Equipment and software 3170.5 3246.6 3372.4 3546.4 3703.2 3819.6 3816.9 3814.5 3813.4 3818.7 3828.0 42
43 Inventories 1269.2 1389.6 1519.3 1614.2 1663.6 1658.2 1632.0 1552.2 1514.1 1498.7 1493.8 43
44 Net worth (historical cost) (9) 7689.6 8350.9 8948.2 9574.8  10082.7 9753.5 9627.0 9722.3 9909.2  10093.9  10194.9 44
Memo:
Historical-cost value of structures:
45 Residential 54.8 59.2 64.0 68.7 73.1 76.6 772 77.8 783 78.9 79.5 45
46 Nonresidential 2644.6 2758.5 2900.3 3106.1 3372.7 3682.9 3746.8 3804.4 3855.7 3902.7 3946.8 46
47  Debt/net worth (percent) (10) 64.6 61.9 61.4 623 66.7 72.8 74.1 735 71.8 70.5 70.7 47

(1) At market value.

(2) At replacement (current) cost.
(3) Industrial revenue bonds. Issued by state and local governments to finance private investment and secured in interest and principal by the industrial user of the funds.
(4) Through 1992, corporate bonds include net issues by Netherlands Antillean financial subsidiaries, and U.S. direct investment abroad excludes net inflows from those bond issues.
(5) Line 22 divided by line 32.
(6) Line 22 divided by line 35.
(7) Line 35 divided by line 32.
(8) Sum of lines 6 and 40.

(9) Line 39 less line 21.

(10) Line 22 divided by line 44.
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B.103 Balance Sheet of Nonfarm Noncorporate Business

Billions of dollars; amounts outstanding end of period, not seasonally adjusted

2003 2004 2005 2006 2007 2008 2009 - 2010 -
Ql Q2 Q3 Q4 Ql
1 Assets 7875.2 8957.5  10928.7 118724  12276.2 11124.1 106134  10409.5 10351.6  10077.3  10021.2 1
2 Tangible assets 6138.6 6851.9 8386.8 8815.2 8743.1 7382.8 6924.0 6785.4 6805.2 6599.2 6613.2 2
3 Real estate (1) 5656.0 6339.7 7839.3 8228.9 81233 6734.6 6242.9 6067.4 6052.1 5814.9 5804.9 3
4 Residential 43358 4908.8 6032.1 6139.4 5953.8 4869.4 4536.1 4502.4 4548.0 4398.1 4416.7 4
5 Nonresidential 1320.2 1430.9 1807.3 2089.6 2169.5 1865.2 1706.8 1565.0 1504.1 1416.7 1388.2 5
6 Equipment and software (2) 412.8 435.9 465.5 498.7 525.7 556.4 592.3 631.0 667.0 696.8 719.2 6
7 Residential (3) 379 395 429 46.2 47.8 49.7 50.0 50.0 48.8 48.0 47.9 7
8 Nonresidential 375.0 396.4 422.6 4525 477.9 506.7 542.4 581.0 618.1 648.7 671.3 8
9 Inventories (2) 69.7 76.2 82.0 87.6 94.1 91.9 88.8 87.0 86.2 87.6 89.1 9
10 Financial assets 1736.6 2105.6 2541.8 3057.2 3533.1 3741.2 3689.4 3624.1 3546.4 3478.1 3407.9 10
11 Checkable deposits and currency 172.9 279.2 355.5 428.6 494.3 515.9 508.6 499.5 488.6 479.1 469.3 11
12 Time and savings deposits 313.8 300.6 324.1 344.4 359.3 388.0 382.7 376.1 368.2 361.2 354.1 12
13 Money market fund shares 63.6 66.5 69.0 722 743 78.7 77.6 76.2 74.6 73.2 71.7 13
14 Treasury securities 449 50.2 56.2 56.3 59.3 62.8 62.0 60.9 59.6 58.4 57.2 14
15 Municipal securities 2.7 43 4.4 5.8 5.3 5.6 5.5 5.4 53 52 5.1 15
16 Mortgages 26.3 30.8 36.2 34.6 42.1 44.6 43.9 432 422 41.4 40.6 16
17 Consumer credit 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 17
18 Trade receivables 337.7 364.3 430.9 470.9 525.6 556.6 548.9 539.2 527.6 517.5 507.0 18
19 Miscellaneous assets 774.7 1009.5 1265.5 1644.4 1972.8 2089.0 2060.1 2023.6 1980.2 1942.1 1902.9 19
20 Insurance receivables 56.9 60.5 653 66.9 68.6 70.7 70.5 70.5 70.6 71.0 71.4 20
21 Equity investment in GSEs (4) 2.1 2.0 1.8 1.9 22 4.1 4.1 43 4.6 4.8 4.8 21
22 Other 715.7 947.1 1198.4 1575.6 1902.0 2014.3 1985.5 1948.9 1905.1 1866.4 1826.8 22
23  Liabilities 3184.8 3529.0 4064.3 4646.8 5228.4 5472.2 5414.7 5342.9 5252.0 5172.8 5090.9 23
24 Credit market instruments 2210.2 24553 2786.9 3195.6 3650.3 3845.2 3796.0 3727.5 3639.3 3554.5 3482.5 24
25 Bank loans n.e.c. 441.7 473.4 629.9 742.8 882.3 985.6 948.1 894.9 836.7 793.6 751.0 25
26 Other loans and advances 143.1 1453 149.5 163.9 174.9 208.1 207.0 204.7 200.1 199.5 197.5 26
27 Mortgages 1625.3 1836.6 2007.5 22889 2593.1 2651.5 2640.9 2627.8 2602.5 2561.4 2534.0 27
28  Trade payables 2553 2774 329.4 349.4 378.7 396.9 392.4 386.7 379.9 373.9 367.8 28
29  Taxes payable 69.7 78.0 86.7 95.7 99.5 102.0 101.4 100.6 99.6 98.8 97.9 29
30  Miscellaneous liabilities 649.7 718.2 861.2 1006.1 1099.9 1128.1 1124.9 1128.1 11332 1145.6 1142.7 30
31 Net worth (5) 4690.4 5428.5 6864.4 7225.6 7047.8 5651.9 5198.7 5066.6 5099.6 4904.4 4930.2 31
Memo:
Replacement-cost value of structures:
32 Residential 2392.8 2614.5 2854.7 3025.2 3040.4 2882.0 2832.4 2780.5 2750.5 2758.8 2756.4 32
33 Nonresidential 1052.2 1156.4 1278.0 1384.6 14552 1560.1 1574.6 1566.3 1563.8 1601.9 1654.8 33
34 Debt/net worth (percent) (6) 47.1 452 40.6 442 51.8 68.0 73.0 73.6 714 725 70.6 34

(1) At market value.

(2) At replacement (current) cost.
(3) Durable goods in rental properties.
(4) Equity in the Farm Credit System.

(5) Line 1 less line 23. Included in table B.100, line 29.

(6) Line 24 divided by line 31.



