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Tatum Survey of Business Conditions Summary

At April 1 our respondents see business conditions resuming an upward trajectory. In recent months
we have reported the biggest rise and strongest business conditions in over two years. Optimism in
the 60-day outlook took a leap in January such as we had not previously seen in this business cycle.
February produced a more subdued picture, with the index for the last 30 days falling by 22% from
January. March also saw a decline though a significantly smaller one than February’s. Now April
shows a smart rebound from the last several months. The overall Tatum Index of Business
Conditions jumped upwards by 9% from March, from 5.44 to 5.91.

The overall business conditions score remains at the highest level over the last year and a half
excluding January and February of 2010. While the last several months seemed to indicate that the
economy has reached a plateau, April's upward move suggests a more positive outlook. The
economy started to pull out of recession in the second half of 2009 and, after taking a pause in the
first quarter of 2010, seems again to be picking up steam.
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Tatum Index of Business Conditions

The Tatum Index of Business Conditions is a simple average of the ratio of our
respondents who are reporting improvement versus those who are reporting a
worsening in business conditions for the past 30 days and the next 60 days.

As of April 15t the Tatum Index of Business Conditions rose to 5.91 from 5.44 in
March. Although the Index has dipped from its near-spectacular recent height of 7.42
as of January 1, it is still at a high level compared, for example, to 6 months ago
(October '09) when it was at 3.97.

The three month moving average fell to 5.63 from 6.13 in March. This
reflects the fact that January and its sharp uptick are no longer part of the
three month average. Still ,theexcl
highest level since July® 0 7 .
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Business Conditions - Trends

In the past 30 days, business conditions:
Improved for 30% of our respondents, up slightly from 29% last month
Worsened for 11%, down slightly from 12% last month
Stayed about the same for §8%, down slightly from 59% last month

The picture our respondents convey of business conditions over the last 30 days
is slightly improved from March. The 30% who say that conditions have improved
is on par with the levels of last November and December. The 11% who say that
conditions have worsened compare very favorably to the 27% who reported

worsening conditions in April of* 0 9 .
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Business Conditions the Past 30 Days
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Business Conditions - Trends

The rati o-todVbr cslemeidov & d rost by 6 frama.= t
in March to 2.69 in April. This increase is noteworthy because it reverses drops in
the “Improved-to-Worsened” ratio in February and March. The ratio is now higher
than it was in December before the big upward jump in January. There has been at
least a temporary regaining of positive momentum in this indicator.

After rising steadily for almost every month of 2009, our respondents saw business
conditions as leveling out at the start of 2010. The current reading of 2.69 represents a major
increase above the 0.22 score in the trough of April 2009 and a bounce upward as the
economy heads into spring of 2010. There is at least a temporary indication that business
conditions are improving.

There are two components in the analysis of these data. One component is the absolute
number and the trend of that number. The other is the first derivative of the trend, meaning
the rate of acceleration or deceleration. Our data show that the combination of these two
components peaked in October 2007 (two months before the Recession officially began) and
reached bottom in December 2008, at least four months before there was corroborative
evidence of the beginnings of a recovery.

2010 Tatum. All Rights Reserved



Business Conditions - Trends
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Business Conditions - Trends

In the next 60 days, business conditions are expected:
To improve for 51% of our respondents, up from 48% last month
To get worse for 6%, unchanged from last month
To remain about the same for 43%, a decrease from 46% last month

The outlook for improvement is up slightly compared to March. The 51% expecting
business improvement is still stronger than any month in this cycle before the
bottom in April 2009 except for January 2010. The 6% expecting business to get
worse is lower than for any month of 2009.

The upward move this month may be the start of the kind of sustained upward trend
that was characteristic of the last year. Such a prolonged trend would have to be
supported by directionally similar data over the next several months. For now we
observe there is reason to hope that we have moved upward from the plateau in

business conditions that has characterized the last several months.
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Business Conditions - Trends

Next 60 Days

%9

%9

%9

DS

%TT

%/L %05 %EY

EImprove MEStay the same BWorsen

%8 %S %Ly

%8 %y %09

%6 %¢CS %6€

%<CT %<CS %9€

%6 %61 %y

%TT %09 %6€

%bT %05 9%S€
X X X X X
o o o o o
m (ee] (o] < N

0%

oTOC/TlY

0T0C/T/E

0TOZ/T/C

0TOC/T/T

600¢/T/2T

600¢/T/TT

600¢/T/0T

600¢/T/6

600¢/T/8

600¢/T/L

600¢/T/9

600¢/T/S

600¢/T/v

©2010 Tatum. All Rights Reserved



Business Conditions - Trends

In the next 60 days:

The ratioof “ Wi | | | mp r o v e ihcreased sigrificanily byl9.6%Wo |
from 8.33 t0 9.13.

This is a very sensitive measurement that can shift dramatically in either
direction. Therefore the 3-month moving average index of business conditions
makes it easier to see the overall trend.

The 3-month moving average fell from 6.13 in March to 5.63 in
April, a residual effect of the sharp rise in the forward-looking
outlook in January that fell out of the average this month. It
remains to be seen whether the April outlook marks the start of
an upward move or is only a blip on a flattening trend that could
even turn downward.
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Business Conditions - Trends
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Business Conditions 0 Current Results

Order Backlogs
In the past 30 days:

The percentage of respondents who reported an improvement in backlogs moved

up from 31% to 35%. The percentage reporting lower backlogs fell from 14% to
8%.

In the next 60 days:
The percentage of respondents who indicated expectations of higher backlogs
rose from 52% to 53%. The “Will Worsen” percentage stayed the same at 4%.

The data on order backlogs is mixed, with the 60-day outlook more subdued than
the past 30 days. The direction reported in orders over the last 30 days is positive.
Expectations for higher backlogs over the next 60 days, while flat compared to the

prior month, are at a high level compared to the last 12 months.
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Business Conditions 0 Current Results 0 Order Backlogs
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Business Conditions 0 Current Results

Capital Expenditure Commitments

In the past 30 days:
The percentage of respondents committing more on capital equipment fell
from 24% to 17%. The percentage that committed less on capital equipment
also fell from 26% to 22%.

In the next 60 days:
The percentage of respondents who said they plan to commit more for
capital assets in the next 60 days was unchanged at 30%. The percentage
who expect to commit less fell from 16% to 12%.

The data on capital expenditure commitments are neutral for the past 30 days
and mildly positive in the outlook for the next 60 days. The percentage of
respondents who expect capital expenditures to grow is a good deal lower than
the percentage who see positive trends in order backlogs. Continuing tight
credit and a lack of conviction among business decision makers that a
sustained recovery is at hand seem to be constraining this key indicator.
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Business Conditions 0 Trends 0 Capital Expenditure Commitments
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Business Conditions 0 Current Results

Employment
In the past 30 days:

The percentage of respondents hiring more workers rose smartly from 18% to

23%. The percentage that indicated they did less hiring also rose from 9% to 12%.
The net of these reflects a more positive trend than the previous several months.

In the next 60 days:

The percentage indicating they plan to increase hiring rose slightly from 25% to
26%. The percentage who expect to reduce hiring fell from 8% to 6%, another
mildly positive indication for the labor outlook.

The employment indicators for both the past 30 days and the 60-day
outlook are mildly positive. Our respondents appear to be doing some
new hiring while keeping more of the employees than they have
currently. However, the data offer little support for a conclusion that
unemployment will be falling significantly soon.
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Business Conditions 0 Trends - Employment
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Business Conditions 0 Current Results

Capital Availability and Pricing
The past 30 days:

The percentage of respondents indicating an improvement in financing
conditions rose from 18% to 23%. The percentage who indicated conditions
worsened rose slightly from 7% to 8%.

In the next 60 days:

The percentage of the respondents who expect improvement in financing
conditions in the next 60 days rose significantly from 23% to 31% The
percentage saying conditions will get worse dropped from 7% to 4%.

The percentage of respondents indicating improvement in financing conditions in the past 30
days rose as did the percentage expecting an improvement in the outlook for the next 60 days.
The fact that this improvement did not translate into a bullish outlook on capital spending
reflects not only a lag between authorization and commitment but also suggests that liquidity
is still tight enough to put a crimp on business expansion plans and confidence about the
recovery remains relatively low.

We are encouraged by the improving trend in financing conditions and believe this could
ultimately become a positive contributing factor in pushing the economic recovery.
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Business Conditions 0 Trends o Capital Availability and Pricing
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Survey Participation Demographics

Industry

Manufacturing/Processing 24%
Service 20%
Healthcare 13%
Technology 10%
Retail 8%
Financial 6%
Government 5%
Real Estate 4%
Wholesale 3%
Other %

Primary Geographic Markets
37%
30%
24%

9%

National
Regional

International

Local

Geographic Regions Represented

(Total of 221 Responses)

Pacific
Southeast
Southwest
Midwest
Northeast

28%
27%
23%
1%
1%
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Survey Participation Demographic Summary

The following are on relative scales from our respondents:

Regions: Industries:*

Strongest 0 Southwest Strongest 0 Manufacturing/Processing &
Finance & Retail

Weakest O Northeast Weakest 0 Service & Technology

Markets Served: Company Size:

Strongest o Local Strongest oMid-Market

Weakest O International & National Weakest 0 Small

* With statistically significant participation
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Compiled and Analyzed by
Sam Norwood O Senior Partner
Mark Rosenman 0 Director of Knowledge Management

Any use or reproduction of the contents of this report without the written consent of
Tatum, LLC is strictly prohibited. The authors are not engaged in rendering legal,
investment or other professional services by publication of this report. Information
contained in this report should not be used as a substitute for professional advice, legal,
investment or otherwise, on any particular issue.



