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Main messages In this presentation

- The 55-64 year olds saw their net worth decline by almost $100k from 2007 to 2010 (p. 4)
- Median net worth declined $50k from 2007 to 2010 for couples with children (p. 5)

- College educated families saw their net worth decline by a third from 2007 to 2010 (p. 6)
- Families on the West Coast experienced the biggest wealth decline during the crisis (p. 8)
- The most important reason for saving money is no longer retirement but liquidity (p. 9)

- The median value of stock holdings for all households has fallen from $43k in 2001 to $30k in 2010 (p.
10)

- Housing makes up 50% of all household assets, except for the 90th percentile of income (p. 14)

- Leverage, i.e. household debt divided by household assets, is highest for the middle-income groups (p.
17)

- Leverage for <35 year olds is more than 50% (p. 18)

- Mortgage debt went up for high income families from 2007 to 2010, but fell for middle-income families (p.
21)

- Average credit card balance for high-income families is $8k (p. 22)

- Household debt is falling and assets are slowly edging up, i.e. balance sheet repair continues (p. 32 and
48)

- The number of people who are going into foreclosure is falling (p. 46)

- Households’ financial obligations ratio now at the lowest level since 1984 (p. 54)

- Overall, we have seen a continued improvement in consumer demand for loans and banks’ willingness to
lend (p. 71)

Bottom Line: Household sector balance sheet repair continues and household deleveraging could
come to an end in late 2012 as the housing market continues to improve and home prices
start rising modestly.
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How much did
household wealth
decline during the

CrISIS across the
Income distribution?
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Median net worth of the 90
percentile of income is around $1mn

Median family net worth by percentile
Thous of 2010 income of families, 2001-10 surveys
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The 55-64 year olds saw their net worth decline
by almost $100k from 2007 to 2010

Median family net worth, by age of head of families,
2001-10 surveys

Thous of 2010 Thous of 2010
dollars m 2001 m 2004 2007 m 2010 dollars
300 - - 300
250 - - 250
200 - - 200
150 - - 150
100 - - 100
50 - - 50
0 0
Less than 35-44 45-54 55-64 65-74 75 or more
35 Age of head (years)

Source: FRB, DB Global Markets Research
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Median net worth declined $50k from 2007
to 2010 for couples with children
Median family net worth by family structure, 2001-10

surveys

Thous. of Thous. of
2010 USD m 2001 m 2004 2007 m 2010 2010 USD
250 - - 250
200 - 200
150 - 150
100 - 100

50 - 50
o) w o)

Single with  Single, no child,Single, no child, Couple with Couple, no child
child(ren) age <55 age >=55 child(ren)
Family structure

Source: FRB, DB Global Markets Research
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College educated families saw their net
worth decline by a third from 2007 to 2010

Median family net worth, by education of head of family,
2001-10 surveys

Thous.of 2010 Thous.of 2010
dollars dollars
300 - - 300
m 2001 m 2004 2007 m 2010
250 - - 250
200 - - 200
150 - - 150
100 - - 100
g r
o M wm 0
No high school High school diploma Some college College degree
diploma

Education of head

Source: FRB, DB Global Markets Research
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Net worth for self-employed declined /
$100k during the crisis

Median family net worth, by current work status of the

Thous. 2010 head, 2001-10 surveys Thous. 2010
USD USD
m 2001 m 2004 2007 m 2010
450 - - 450
400 - - 400
350 - - 350
300 - - 300
250 - - 250
200 - - 200
150 - - 150

- 100
- 50
: : | I O

Working for  Self-employed Retired Other not

someone else Current work status of head working

Source: FRB, DB Global Markets Research
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Families on the West Coast experienced
the biggest wealth decline during the crisis

Median family net worth, by region, 2001-10 surveys

Thous. 2010 USD Thous. 2010 USD

200 - m 2001 = 2004 2007 2010 - 200
180 - - 180
160 - - 160
140 - - 140
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100 - - 100
ko
60 — . I

Northeast Midwest South West

Source: FRB, DB Global Markets Research
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The most important reason for saving
money Is no longer retirement but liquidity
Reasons respondents gave as most important for their

families' saving, distributed by type of reason, 2001-10
% surveys
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The median value of stock holdings for all households
has fallen from $43k in 2001 to $30k in 2010

Direct and indirect family holdings of stock, by selected

characteristics of families, 2001-10 surveys Thous.2010
H Families having stock holdings, direct or indirect(ls) USD
o4 - B Median value among families with holdings(rs) - 45
- 40
o3 -
- 35
52 - - 30
- 25
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- 20
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- 10
49 -
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48 - | | 0)
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Deutsche Bank 10
Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2012



For families in the 90" percentile of income
the median holding of stocks is $270k

Direct and indirect family holdings of stock, by income
distribution, 2001-10 surveys
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For high-income groups the homeownership rate is higher

Percentage of family holdings of primary residence by
percentile of income, 2007 and 2010 surveys

% %
100 - - 100
90 m 2007 m 2010 - 90
80 - - 80
70 - 70
60 - - 60
50 - - 950
40 - - 40
30 - - 30
20 - 20
10 - - 10
0 - -0

Less than 20-39.9 40-59.9 60-79.9 80-89.9 90-10
20 Percentile of income
Source: FRB, DB Global Markets Research
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For the 90" percentile of income the
median value of their home is around $500k

Median value of holdings for families holding asset of
primary residence by percentile of income 2007 and 2010

Thous. of surveys Thous. of
2010 USD 2010 USD
600 - m 2007 m 2010 - 600
500 - - 500
400 - - 400
300 - - 300
200 - - 200
100 - - 100
0 - -0

Less than 20-39.9 40-59.9 60-79.9 80-89.9 90-10

20 Percentile of income
Source: FRB, DB Global Markets Research
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Housing makes up 50% of all assets, /
except for the 90" percentile of income

% House value as a percentage of all assets in group %
60 1 = 2010 m 2007 - 60
90 - 50
40 - - 40
30 - 30
20 - - 20
10 - - 10
0 - o)

Less than 20-39.9 40-59.9 60-79.9 80-89.9 90-100
20 Percentile of income

Source: FRB, DB Global Markets Research
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Most household debt is mortgage debt

% Amount of debt of all families, distributed by type of debt, %
30 - 2010 surveys - 80
70 - - 70
60 - - 60
50 - - 50
40 - 40
30 - - 30
20 - - 20
10 - 10

O - I O

Secured by Installment Primary Credit card Other Lines of
residential loans residence balances credit not
property secured by
residential

property

Source: FRB, DB Global Markets Research
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Leverage, I.e. debt as a share of assets, was 16% in 2010

Leverage ratio of all families 2001-10 surveys

% %
18 - - 18
16 - - 16
14 - - 14
12 - - 12
10 - - 10
8 - - 8
6 - -6
4 - -4
2 - -2
0 0
2001 2004 2007 2010
Source: FRB, DB Global Markets Research
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Leverage is highest for the middle-income groups

Leverage ratio of group by income distribution,
% 2010 surveys, percentile of income %

- 30
- 25
- 20

- 15

Less than 20-39.9 40-59.9 60-79.9 80-89.9 90-100
20

Source: FRB, DB Global Markets Research
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Leverage for <35 year olds is more than 50%

% Leverage ratio of group by selected family characteristics, %
60 - 2010 surveys, Age of head -~ 60
50 - - 50
40 - - 40
30 - - 30
20 - - 20
10 - - 10

0 0

Less than 35-44 45-54 55-64 65—-74 75 or more

35 Age of head (years)
Source: FRB, DB Global Markets Research
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College degree families have the lowest leverage

Leverage ratio of group by selected family characteristics,

% 2010 surveys, Education of head %
25 - - 25
20 - - 20
15 - - 15
10 - - 10
S - -5
O T - O
No high school High school diploma Some college College degree
diploma
Source: FRB, DB Global Markets Research
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Families in the West and Midwest
have the highest leverage

Leverage ratio of group by selected family characteristics,

% 2010 surveys, Education of head %
20 - - 20
18 - - 18
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14 - - 14
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Source: FRB, DB Global Markets Research
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Mortgage debt went up for high income families from
2007 to 2010, but fell for middle-income families

Family holdings of debt, by selected characteristics of
families and type of debt, primary residence, 2007 and 2010

Thous.of 2010 Thous.of 2010
USD USD
250 - m 2007 m 2010 - 250
200 - - 200
150 - - 150
100 - - 100
50 - - 50
0 - -0

Less than 20-39.9 40-59.9 60-79.9 80-89.9 90-100

20 Percentile of income
Source: FRB, DB Global Markets Research
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Average credit card balance vary from $1k to $8k, and high income
families increased their average balance from 2007 to 2010

Family holdings of debt, by selected characteristics of
families and type of debt, Credit card balance, 2007 and
2010

Thous.of 2010 Thous.of 2010

USD USD
m 2007 m 2010
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Source: FRB, DB Global Markets Research
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50% of families with credit cards /
have a store or gasoline credit card

% Families with credit cards, 2010 %
100 - - 100
80 - - 80
60 - - 60
40 - - 40
20 - - 20
0 \ - |

Bank Store or gasoline Travel and Miscellaneous
entertainment
Source: FRB, DB Global Markets Research
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About a third use the internet to 7
make investing and borrowing decisions

% Information used for decisions about borrowing or %
investing, 2010
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45 - - 45

W Borrowing H Investing
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25 - - 25
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Magazines, newspapers,
and other media
Bankers, brokers, and other
sellers of financial services
Lawyers, accountants, and
other financial advisors
Does not borrow or invest
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For people who don’t have banking accounts 28% say
that it is because they don’t like dealing with banks

Distribution of reasons cited by respondents for their
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Location is the most important factor
when households choose which bank to use
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Less than 20% of families with directly held stocks have
more than 10 stocks in their portfolios

Families with directly-held stocks

% %
60 - - 60
50 - - 50
40 - - 40
30 - - 30
20 - - 20
10 - - 10
0] 0]
1 2109 10 or more

Number of directly-held stocks

Source: FRB, DB Global Markets Research
Deutsche Bank 27

Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2012



The consumer’s post-
crisis balance sheet
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A lot of potential for consumer spending to move up toward
the pre-crisis trend, but more employment and
household balance sheet repair is needed to get there

$ bin $ bin
11000 - Real consumer spending = 11000
10500 - ..~ 10500
10000 - __.—"" - 10000
9500 - o - 9500
9000 - - 9000
8500 - - 8500
8000 - - 8000
7500 - - 7500
7000 - .-~ - 7000
6500 . . . . . . — 6500

1998 2000 2002 2004 2006 2008 2010 2012
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US consumer confidence no longer rising...

Index — Univ. of Michigan consumer sentiment index (Is) Index
100 - — — Conference Board's consumer confidence index (rs) [ 120

90 - - 100

80 - - 80

70 - - 60

60 - - 40

50 - | | | | | 20

2007 2008 2009 2010 2011 2012
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...but confidence is still higher than the average
lows of previous recessions

Conference Board's consumer confidence index

Index Index
150 - - 150
125 - - 125
100 - - 100

75 - - 75
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Household debt is falling and assets are slowly edging
up, i.e. balance sheet repair continues

Ratio Ratio
1.4 - — — Household debt/income (Is) g
—— Household assets/income (rs) N

1.2 A
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0.8 A L 6
0.6 A
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Note: Latest data for 2012Q1.
Source: FRB, Haver Analytics, DB Global Markets Research
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Asset prices, I.e stock prices and home prices, are a key driver of

whether consumers decide to save or spend. Partly through wealth
effects partly through confidence effects

Households
ratio — - Assets to GDP (Is, inverted) —— Savings rate (rs) %
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Understanding the
Deleveraging
Process
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Understanding leverage

Leveraging up Deleveraging
Easy to Hard to
borrow/low borrow/high
margins margins
Leverage rising Deleveraging

Rise in asset

_ Asset prices fall
prices

Margins rise

Margins fall further further
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Leverage enters traditional consumption models via households’ net
worth. In other words, what happens to equity and home prices is
very important for how much more deleveraging is needed

Private consumption is driven by:

Consumption = Al*Income + A2*Net Housing Wealth +
A3*Net Financial Wealth + A4*Interest rate

Households’ net worth = assets — liabilities. Assets are much
more volatile than liabilities. And assets are driven by
expectations to the future and Fed policy. As a result, lower
Interest rates and easier financial conditions (for example as
a result of QE/Operation Twist and Fed communication) can
lead to higher asset prices, which again can end the
deleveraging process and ultimately raise consumer
spending growth. If asset prices don't rise then the
deleveraging process will take longer to complete.

Deutsche Bank 36
Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2012



% FRB Sr officers survey: banks' willingness to lend to %

consumers
80 - 80
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Banks are more willing to lend to consumers
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Average down payment on a house rising recently

Index % of loan
— FHFA house prices (Is) — = Down payment* (rs)
400 - - 28
360 -
- 26
320 -
- 24
280 -
- 22
240 A
200 I I I I I I 20
2000 2002 2004 2006 2008 2010 2012
* Denotes the average down payment on all loans closed
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How far are deleveraging
Indicators from their pre-
bubble (=2003/2004) levels?
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We are back to the historical trend in debt/income
— undershooting likely

Household debt/income

Ratio Ratio
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Household liabilities to assets now below trend

Debt/asset ratio for US households

ratio ratio
0.23 - — Liabilities to assets ratio - 0.23
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Trend line

0.15 - - 0.15
0.13 - - 0.13
0.10 - - 0.10
008 \ \ \ \ \ \ \ \ \ 008

55 70 75 80 85 90 95 00 05 10

Deutsche Bank 41

Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2012



Consumer credit growth has cut through zero ...

Consumer credit growth (excl. student loans)

% yly % yly
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...but because of ongoing problems in the housing market new seriously

delinquent loans are only back to their 2007 level and starting to move sideways...

$ i New seriously delinquent balances by loan type* $ i
350I_Auto B CC m Mortgage B HE Revolving O Student loan ® Other 350
300 - - 300
I
250 A | - 250
i |
N i I
200 A s - 200
i
N | (]

150 - I L AP 150

i

- 1
100 - = O - 100
A L
--_-__I-----II _50
0 - -0
03 04 05 06 07 08 09 10 11 12

Source: FRB-New York, DB Global Markets Research
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%

...and 90+ days delinquent balance near 2008
and 2009 levels and moving sideways...

Percent of Balance 90+ Days Delinquent by Loan Type*
%
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...but we have seen an improvement recently in
transition rates for loans that are 30-60 days delinquent...

Percent Percent
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50 - To current L 50
40 A - 40
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20 - - 20
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...and the number of people who are going into foreclosure is falling...

% % of loans going into foreclosure per quarter %
8 - --=- Prime g
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...and the total number of households in
foreclosure slowly coming down...

% min
50 - —— Foreclosure started (per qtr, Is) - 2.4
— Numbers of housing units in foreclosure (rs)
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...and home prices starting to turn up...

% yly — S&P case shiller home price index:composite 20 %yly
—-e— CoreLogic national house price index
20 - 20
10 - - 10
0 -0
-10 - - -10
-20 - - -20
05 06 07 08 09 10 11 12
Source: S&P, CorelLogic, FHFA, Haver Analytics, DB Global Markets Research
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...and total household absolute debt levels back to the 2007 level...
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...but as a share of income the downtrend in household
debt continues and we are currently at 2003/2004 levels...

% of DPI Household liabilities % of DPI
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..and the number of loans that are current are at the 2008 level...

Total balance by delinquency status
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...and new foreclosures and bankruptcies still
elevated but lower than in 2009 and 2010...

Thous Thous
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...and still significant collection problems: Average collection
amount per person at $1,500, an all-time high

% Third Party Collections $
— Percent of consumers with collection (Is)
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Households’ financial obligations ratio at the lowest
level since 1984, mainly because of low interest rates

Financial obligations ratio
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Household
Deleveraging at the
State Level
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Per capita debt levels vary by state

Thousands of Thousands of
Dollars Composition of Debt Balance per Capita by State (2012 Q1)  Dollars
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Source: FRB-New York, DB Global Markets Research
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Deleveraging has hit housing bubble states particularly
hard, but we have come a long way in the adjustment. Bubble states now
close to 2006/2007 levels, non-bubble states closer to historical averages

Total Debt Balance per Capita* by State
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Seriously delinqguent loans: Nevada still
elevated, the rest getting better

Percent of Balance 90+ Days Late by State
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Delinquency transition rates generally moving down, with most states
within 1 percentage point of their historical averages

Quarterly Transition Rates into 30+ Days Late by State*
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The Asset Side of the
Household Balance
Sheet

eeeeeeeeeeee
2222222222222222222222222222222222222222222222222222



US homeowners lost on average $50k during the housing bust

Total housing wealth destruction between Q2 2006 and Q2 2010

State Total Total Actual wealth Loss per Loss as a %
housing housing loss homeowner | of total as of
value value (in $) Q2 2006
Q2 2006 Q2 2010
California $6.0trn $3,7trn $2,3trn 231,320 39%
Arizona $0.7trn $0.3trn $0.3trn 157,404 50%
Florida $1,8trn $1.0trn $0.8trn 146,815 46%
New York $1,3trn $1,1trn $0.2trn 76,165 18%
lllinois $0.9trn $0.6trn $0.2trn 74,689 27%
U.S. $28.6trn $23.1trn $5.5trn 49,417 19%
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Households’ real estate equity starting to move up

Owner's equity/household real estate

% %
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Distribution of household assets

Assets of HH sector: Q1 2012

Mutual Fund
shares Real estate
6.8% assets
24.4%
Financial
assets others
31.6% .
i Tangible
assets (other)
6.8%
Pension fund quporate
reserves equities held
18.3% 12.2%
Source: FRB, Haver Analytics, DB Global Markets Research
Deutsche Bank 63

Torsten Slok, torsten.slok@db.com +1 212 250-2155 June 2012



Equities more important than homes in household assets

Households assets to income ratio: composition

% %
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Distribution of household debt

Liabilities of HH sector: Q1 2012
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Measuring credit
conditions/financial
conditions
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10-year real yields negative and well
below their historical average

%
’ 10 year real Treasury Rates
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Real mortgage rates far below their historical norm

% %
30 year real Mortgage Rates
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It is very cheap to buy a home - if you can get credit...

Index

— Housing affordability index
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...but not many are buying a home - mortgage

purchase applications at 15-year lows

Index Purchase mortgage applications Index
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We have seen an improvement in consumer
demand for loans and banks’ willingness to lend

% —— Banks reporting: stronger demand for consumer loans

- - - - Banks: willingness to lend for consumer installment loans
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Bank lending standards easing
modestly but from a very tight level...

Bank lending standards
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...with the number of credit cards
outstanding slowly starting to rise again

Number of Accounts by Loan Type
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Appendix 1

Important Disclosures
Additional Information Available upon Request

For disclosures pertaining to recommendations or estimates made on securities other than the primary
subject of this research, please see the most recently published company report or visit our global
disclosure look-up page on our website at http://gm.db.com.

Analyst Certification
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Regulatory Disclosures
1. Important Additional Conflict Disclosures

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the

“Disclosures Lookup” and “Legal” tabs. Investors are strongly encouraged to review this information before investing.

2. Short-Term Trade ldeas

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are
consistent or inconsistent with Deutsche Bank’s existing longer term ratings. These trade ideas can be found at the
SOLAR link at http://gm.db.com.
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3. Country-Specific Disclosures

Australia and New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the
Australian Corporations Act and New Zealand Financial Advisors Act respectively.

Brazil: The views expressed above accurately reflect personal views of the authors about the subject company(ies) and its(their)
securities, including in relation to Deutsche Bank. The compensation of the equity research analyst(s) is indirectly affected by
revenues deriving from the business and financial transactions of Deutsche Bank.

EU countries: Disclosures relating to our obligations under MiFiD can be found at http://www.globalmarkets.db.com/riskdisclosures.

Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc. Registration
number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of
associations: JSDA, Type Il Financial Instruments Firms Association, The Financial Futures Association of Japan, Japan Securities
Investment Advisers Association. This report is not meant to solicit the purchase of specific financial instruments or related services.
We may charge commissions and fees for certain categories of investment advice, products and services. Recommended investment
strategies, products and services carry the risk of losses to principal and other losses as a result of changes in market and/or
economic trends, and/or fluctuations in market value. Before deciding on the purchase of financial products and/or services,
customers should carefully read the relevant disclosures, prospectuses and other documentation. "Moody's", "Standard & Poor's",
and "Fitch" mentioned in this report are not registered credit rating agencies in Japan unless “Japan” is specifically designated in the
name of the entity.

Malaysia: Deutsche Bank AG and/or its affiliate(s) may maintain positions in the securities referred to herein and may from time to
time offer those securities for purchase or may have an interest to purchase such securities. Deutsche Bank may engage in
transactions in a manner inconsistent with the views discussed herein.

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any appraisal or
evaluation activity requiring a license in the Russian Federation.
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Risks to Fixed Income Positions

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay
fixed or variable interest rates. For an investor that is long fixed rate instruments (thus receiving these cash flows), increases in
interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the maturity
of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in inflation,
fiscal funding needs, and FX depreciation rates are among the most common adverse macroeconomic shocks to receivers. But
counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in assets holding limits for
different types of investors), changes in tax policies, currency convertibility (which may constrain currency conversion, repatriation
of profits and/or the liquidation of positions), and settlement issues related to local clearing houses are also important risk factors
to be considered. The sensitivity of fixed income instruments to macroeconomic shocks may be mitigated by indexing the
contracted cash flows to inflation, to FX depreciation, or to specified interest rates — these are common in emerging markets. It is
important to note that the index fixings may -- by construction -- lag or mis-measure the actual move in the underlying variables
they are intended to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating
coupon rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. It is
also important to acknowledge that funding in a currency that differs from the currency in which the coupons to be received are
denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options in addition to the risks
related to rates movements.
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