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[Applause]

Chairman Bernanke: Hello, welcome back. So, as Professor Fort says today we want to talk

about the Federal Reserve’s response to the financial crisis. Now let me--in the last couple of

lectures I’ve mentioned a key theme of the lectures which is the two main responsibilities of

central banks, financial stability and economic stability. Let me turn it around just a bit and talk

about the two main tools. For financial stability, the main tool the central banks have is lender of

last resort powers by providing short-term liquidity to financial institutions, replacing lost

funding. Central banks as they have for, you know, number of centuries, can help calm a

financial panic. For economic stability, the principal tool is monetary policy, of course in normal

times, that involves adjusting the level of short-term interest rates.

Now, today I will be focusing primarily on the intense phase of the financial crisis in 2008, 2009,

and so I’ll be focusing primarily in the lender of last resort function of the central bank. I’ll come

back to monetary policy in the final lecture when we talk about the aftermath and recovery.

Now, last time, this is just a repeat from last time, I talked about some of the vulnerabilities in

the financial system that transformed the decline in housing prices which by itself seemed no

more threatening than the decline in dot-com stock crisis. But because of these vulnerabilities,

that decline in housing prices led to obviously a very severe crisis. The vulnerabilities I talked

about last time were private sector vulnerabilities including the excessive debt taken on perhaps

because of the period of the Great Moderation. Veiy importantly, the banks’ inability to monitor

their own risks, excessive reliance on short-term funding which as a bank in the 19th century



would tell you makes it vulnerable to a run as short-term funding is pulled away, and increased

use of exotic financial instruments like credit default swaps and others that concentrated risk in

particular companies or in particular markets. $o that was the private sector.

The public sector had its own vulnerabilities including gaps in a regulatory structure. Important

firms and markets did not have adequate oversight. Where there was adequate oversight at least

in law, sometimes the supervisors and regulators didn’t do a good enough job. For example, there

wasn’t enough attention paid to enforcing banks to do a better job of monitoring and managing

their risks. And finally, an important gap that we’ve really begun to look at since the crisis is that

with individual agencies looking at different parts of the system, there was not enough attention

being paid to the stability of the financial system taken as a whole.

Let me talk just a moment more about another important public sector vulnerability, and these

were the so called government-sponsored enterprises Fannie Mae and Freddie Mac. Now, Fannie

Mae and Freddie Mac are not only private corporations, they have shareholders and a board, but

they were established by Congress in support of the housing industry and they’re known as

government-sponsored enterprises or GSEs. Now Fannie and Freddie, as they’re called, don’t

make mortgages. You can’t go to Fannie’s headquarters and get a mortgage. What they do instead

is they are the middleman so to speak between the originator of the mortgage and the ultimate

holder of the mortgage. So if you’re a bank and you make a mortgage loan, if you like, you can

take the mortgage that you made and you can sell it to Fannie or Freddie. They will in turn take

all the mortgages that they collect, put them together into mortgage-backed securities, so called

MBS. So, a mortgage-backed security is just a security which is a combination of hundreds or

thousands of underlying mortgages, and then sell that to the--to the investors. That’s a process

called securitization. And Fannie and Freddie pioneered this--this basic approach to getting



funding from mortgages. In particular, the GSEs, Fannie and Freddie, when they sell their

mortgage-backed securities, they provide guarantees against credit loss. So if mortgages go bad,

Fannie and Freddie make the investor whole. Now, Fannie and Freddie were permitted to operate

within adequate capital. So in particular, they were at risk in a bad situation where there were a

lot of mortgage losses. They didn’t have enough capital to pay off, make good those guarantees

that they have promised. And while many aspects of the financial crisis were not well

anticipated, this one was. And going back for at least a decade before the crisis, the Fed and

many other people, you know, said that the--Fannie and Freddie just didn’t have enough capital

and that they were in fact a danger to the stability of the financial system. What made the

situation even somewhat worse was that Fannie and Freddie besides selling these mortgage-

backed securities to investors, they also purchased on their own account large amounts of

mortgage-backed securities, both their own and some that were issued by the private sector. So

they made profits from holding those mortgages, but again, that created an additional to the

extent that those mortgages were not insured or protected, they were vulnerable to losses and

again, without enough capital they were at risk. Now an important trigger, and P11 come back to

all these issues, but an important trigger that I talked about a little bit last time, to say a little bit

more about it. Again, it wasn’t just the house price boom and bust but it was the mortgage

products and practices that went along with the house price movements that was particularly

damaging.

There were a lot of exotic mortgages, by which I mean sort of nonstandard, you know, standard

mortgages is 30-year prime fixed rate mortgage. There are all different other kinds of mortgages

being offered and often to people with weaker credit. Now, one feature that many of these

mortgages had was that in order for them to be repaid, you had to have ongoing increases at



house prices. So for example, you might be a mortgage borrower who would buy an adjustable

rate mortgage, an ARM, where the initial interest rate was say 1 percent which meant that you

could afford the payment for the first year or two. Now, after 2 years, the mortgage might go up

to 3 percent, then after 4 years 5 percent and then higher and higher. So in order to avoid that,

you had to at some point refinance into a more standard mortgage. And as long as house prices

were going up, creating equity for homeowners, then it was possible to do that refinance. But

once home prices stopped rising and by 2006, they’re already declining quite sharply, borrowers

were finding themselves rather than having building equity, they found themselves underwater,

they couldn’t refinance and they found themselves stuck with these increasing payments on their

mortgages.

Here are some examples of bad mortgage practices, I won’t go through all of them, but they all

have the characteristic, take for example the second one, an option ARIVI, that’s an adjustable rate

mortgage and the option is the borrower’s option to vary how much they pay. They could pay

less in the full amount and what they didn’t pay just got rolled back into the mortgage. So most

of these mortgages had the feature that they reduced monthly payments at least early in the

mortgage but allowed mortgage payments to rise over time. The other aspect of bad mortgage

practices like no-doc loans for example was that there was very little underwriting, which means

very little analysis to make sure that the borrower was credit worthy and was able to make the

payments on the mortgage.

Here are some advertisements from the period that can illustrate some of the issues. I like the one

on the right. We took the name of the company off. And let’s look at the features that they’re

offering here. One percent low start rate. Start rate, that’s what you pay the first year, we don’t

tell you about the next year. Stated income, that means you tell us what your income is, we write



it down, that’s all the checking we do. No documentation, well, that’s evident. A hundred percent

finance, no down payment in other words. Interest-only loans, which means that you pay the

interest but you don’t have to pay any principle back. And debt consolidation, this was an

interesting thing which meant that you could go to the mortgage company and say, “Well, not

only do I want to borrow money to buy the house, but I want to add in all my credit card debt

and everything else I owe and put that into one big mortgage payment and, you know, and I’ll

pay for that with the 1 percent start rate.” So you can see that there are obviously some very

problematic practices here.

So now the mortgage companies and banks and savings and loans and the variety of other

different kinds of institutions made these mortgages, but where did they go? How are they

financed? You know some of them were kept on the balance sheet of the mortgage originator,

but many or most of these exotic or subprime mortgages were packaged in securities and sold off

into the market. So for example, some of the securities were relatively simple. If the mortgages

were sold to Fannie and Freddie and they had to meet Fannie and Freddie’s underwriting

standards, Fannie and Freddie would combine them into mortgage-backed securities and sell

them with a guarantee as I described before. And those are relatively simple securities that are

made up of basically just hundreds or thousands of underlying mortgages. But some of the

securities that we’re creating were very complex and very hard to understand. An example would

be a collateralized debt obligation or CDO. This would often be a security to combine mortgages

and other kinds of types of debt together in one package. And it could be sliced in different ways

so that you would sell to one investor the most safe part of the security and to another investor

the most risky part of the security. So they were very complicated, took of a lot analysis.



Now one reason that many investors are willing to buy these securities were because they had the

comfort of the rating agencies whose job it is to rate the quality of bonds and other securities

giving triple A ratings to many of these securities, essentially saying that they’re very, very safe

and therefore you don’t have to worry about the credit risk of these securities. So again, many of

the securities were sold to investors including pension funds, insurance companies, foreign

banks, even in some cases, wealthy individuals. But also the financial institutions that either

made these loans or created these securities often retain some of them as well. For example,

sometimes they would create an accounting fiction, an off-balance-sheet vehicle, which would

hold these securities and finance itself by cheap short-term funding like commercial paper. So,

some of the securities went to investors, some of them stayed with the financial institutions

themselves. In addition, we had companies like AIG that were selling insurance. They were

using various kinds of credit derivatives to basically to say, “Well, pay us a premium and if the

mortgages in your mortgage-backed security go bad, we’ll make you good, we’ll make you

whole.” And that makes it triple A rated. Of course, these practices made the underlying

securities no better and--what they basically did was they created a situation where risks could be

spread throughout the system.

So here’s a little bit of a diagram showing how a subprime mortgage securitization might work.

On the left here, where it’s the box says low quality mortgages, you might have a mortgage

company or a thrift company making the loans. This thrift company or the mortgage company

doesn’t care too much about the qualities of loan because they’re going to sell it anyway. So they

take the mortgages and they sell them to large financial firms who take those mortgages and

maybe other securities as well, combine them into a security which is essentially an

amalgamation of all the underlying mortgages and other securities.



Now, the financial firm that created the security might negotiate with the credit rating agency to

say, “Well, what do we have to do to get triple A rating?” And there will be negotiations and

discussion and in the end, the security will be rated triple A. The financial firm would then take

the security, could cut it up in different ways or to sell it as it is, sell it to investors like a pension

fund or some other type of investor. But in addition, again, financial firms kept many of these

securities on their own books or in related investment vehicles. And finally, you had over here on

the right, you had credit insurers like AIG and other mortgage insurance companies that for a fee

provided insurance in case the underlying mortgages went bad. So this is kind of this basic

structure. In actuality, I’ve seen some diagrams of the complete flowchart and they’re incredibly

complex. This is a very simplified version but the basic idea is here.

Okay, now ;emember, what is a crisis? A crisis or a financial panic occurs when you have any

kind of financial institution. Think of a bank, which has illiquid assets like long-term loans for

example but liquid short-term liabilities like deposits. And in a classic bank panic, if bank

depositors lose faith in the quality of the assets held by the bank, they run, pull out their money,

the bank can’t pay off everybody because they can’t change their loans into cash fast enough and

so the run on the bank is self-fulfilling. The bank will either fail or it will have to dump all of its

long-term assets quickly in the market and take big losses.

So that’s what a panic basically is in the context say of a banking system. Well, the crisis of

2008, 2009 was basically a classic financial panic but in a different institutional setting. Not in

the bank setting, but in a broader financial market setting. So in particular, as house prices fell in

2006 and 2007, for the reasons I described as with house prices falling, people who borrowed on

a subprime mortgage, we’re not able to make the payments. It was increasingly evident and more

and more than we’re going to be delinquent or default and that was going to impose losses on the



financial firms, the investment vehicles they created and also on credit insurers like AIG.

Unfortunately, the securities were so complex and the monitoring of the financial firms at their

own risks was not sufficiently strong that there was a--it wasn’t just the losses. I mean I think a

very striking fact is that if you took all the subprime mortgages in the United States and put them

all together and assume they were all worthless, the total losses to financial system will be about

the size of one bad day at the stock market, they just weren’t that big. But what was the problem

was, was that they were distributed throughout different securities and different places and

nobody really knew where they were and who was going to bear the losses. So there was a lot of

uncertainty created in the financial markets. And as a result, wherever you had short-term

funding, whether it was commercial paper or other types of short-term funding, we had all kinds

of funding that was not deposit insured, it was so called wholesale funding, it came from finan-

investors and other financial firms. Whenever there was a doubt about a firm, just like in a

standard bank run, the investors, the lenders, the counterparties would pull back their money

quickly because of the same reason that a depositor would pull their money out of a bank that

was thought to be having trouble. So there was a whole series of runs which generated huge

pressures on key financial firms as they lost their funding and were forced to sell their assets

quickly and many important financial markets were badly disrupted. Now in the depression of

the ‘30s, there were thousands of bank failures but the great--almost all of the banks that failed in

the ‘30s, at least in the United States, were small banks and there were some larger banks that

failed in Europe. The difference in 2008 was there were many small banks that failed in the

United States but there were also intense pressures on quite a few of the largest financial

institutions in the United States. And the next two pages are just a short list of some of the firms

that came out during intense pressure. Bear Stearns which is a broker-dealer came under very



intense pressure in the short-term funding markets in March of 2008. It was sold to JP Morgan

with Fed assistance in March. Things calmed down a bit after that and over the summer there

was some hope that the financial crisis would moderate but then in the late summer, things really

began to pick up.

In September 7th of 2008, Fannie and Freddie clearly were insolvent. They didn’t have enough

capital to pay the losses on their mortgage guarantees. The Federal Reserve worked with Fannie

and Freddie’s regulator and with the Treasury to determine the size of the shortfall and over the

weekend, the Treasury with Fed’s assistance came in and took those firms and put them into a

form of limited bankruptcy called conservatorship. And the same time, the Treasury got

authorization from Congress to guarantee all of the Fannie and Freddie obligations. So if you

held a Fannie and Freddie mortgage-backed security, the company itself was now sort of in a

partial bankruptcy but the U.S. government now guaranteed. So that protected those investors.

That had to be done or else it would have been an enormous intensification of the crisis because

investors all over the world held literally hundreds and billions of those--of those securities.

Famously, the middle of September, Lehman Brothers, a broker-dealer, and I’ll talk more about

this, I have a case study in this coming up, had severe losses. It came under great pressure, it

couldn’t find either anybody to buy it or provide capital for it. And so in September 15th, it filed

for bankruptcy. On the same day, Merrill Lynch, another big broker-dealer was acquired by the

Bank of America, again basically saving the firm from potential collapse.

On September 16th, the next day, AIG with the largest multidimensional insurance company in

the world had--which remember had been selling the credit insurance, came under enormous

attack from the people demanding cash either through margin requirements or through short-term



funding. The Fed provided emergency liquidity assistance for AIG and prevented the firm from

failing, and again, I’ll come back to this as well.

Washington Mutual was one of the biggest thrift companies, a big provider of subprime

mortgages. It was closed by regulators later of September. After parts of the company were taken

off, J.P. Morgan acquired this company as well. October 3rd, Wachovia, 1 of the 5 biggest banks

in the United States, again, came under a serious of pressure. It was acquired by Wells Fargo,

another large mortgage provider.

So this just gives you some sense of--these are some of the--all these firms I’m talking about

were among the top 10 or 15 financial firms in the United States and similar things were

happening in Europe. So, this was not a situation where only small banks were being affected, I

mean that was a problem too of course. But here we had the biggest, largest, most complex

international financial institutions at the brink of failure.

Now, the lessons with the Great Depression, going back, part two. First, remember the Fed did

not do enough to stabilize the banking system in the 1 930s and so the lesson there is that in the

financial panic, the central bank has to lend freely according to Bagehot’s rules to halt runs and

to try to stabilize the financial system. And the second lesson of the Great Depression, the Fed

did not do enough to prevent deflation and contraction of the money supply, so the second lesson

of the Great Depression is you need to have accommodative monetary policy to help the

economy avoid a deep depression. So, and heeding those lessons, the Federal Reserve and the

Federal Government did take vigorous actions to stop the financial panic, worked with other

agencies and worked internationally with foreign central banks and governments.



Now, one aspect of the crisis that, I think, maybe doesn’t get quite enough attention is the fact

that this really was, first of all, a global crisis. In particular, Europe as well as the U.S. was

suffering very severely from the crisis. But it was also a very impressive example of international

cooperation. And one particular date that I have singled out here is October 10th, 2008. As it

happened on that day, there was a previously scheduled meeting of the G7 industrial countries

that happened to take place here in Washington. The G7 are the 7 largest industrial countries, and

the central bank governors and the finance ministers of those 7 countries came and met in

Washington. Now, I’ll tell you a deep, dark secret which is these big high-profiled international

meetings are usually a terrible bore because the--much of the work is done in advance by the

staff, and we have a discussion but there’s a communiqué which has been written already by the

staff and, you know, it’s simply fairly routine in most cases. This was not one of those boring

meetings. We essentially tore up the agenda and we sat down and we talked about what are we

going to do? How are we going to work together to stop this crisis which was threatening the

global financial system? And in the end, we came up with a statement that was written from

scratch based actually on some fed proposals and was circulated, and there were a number of

principles and statements involved in that. But among those were first, that we were going to

work together to prevent the failure of anymore systemically important financial institutions.

This was after Lehman Brothers had failed. We were going to make sure that banks and other

financial institutions had access to funding from central banks and capital from governments. We

were going to work to restore depositor confidence and investor confidence, and then we were

going to cooperate as much as possible to normalize credit markets. So this was a global

agreement and subsequent to this agreement, just in the following week, the UK was the first to

announce a comprehensive program to stabilize its banking system. The U.S. announced major



steps to put capital into our banks and so on. So a lot really happened in just the next couple of

days after this meeting. Now, just to show you that this worked, this shows you--this graph

shows you the interest rate charged on loans between banks, This is the interbank interest rate so

bank A lends to bank B overnight, this is the interest rate that was charge.

Now, normally, the interest--the overnight interest rate between banks is extremely low, way less

than 1 percent because banks, you know, they need some place to park their money overnight

and they have a lot of confidence that it’s safe to lend to another large bank overnight. Well, as

you can see, starting in 2007, banks lost confidence in each other and that’s shown by the

increase in the rates they charged to each other to make loans. So for example, in 2007, you

begin to see the pressures as house prices begin to fall and there were increasing concerns about

the quality of the mortgage securities and the quality of the firms. In March of 2008, you could

see another little peak there which is around Bear Sterns and that was a--it doesn’t look like

much, I guess, in comparison but that was a pretty tough period. It was a period of quite sharp

movements in financial markets and in funding markets. Now, look what happened when Bear

Sterns happened. There was just an enormous spike in these interbank market rates and probably,

not much lending was taking place even at those high rates. What this was indicative of was that

suddenly there was no trust whatsoever even between the largest financial institutions because

nobody knew who was going to be next, who was going to be--who was going to fail, who was

going to come under funding pressure. Look what happened after the international

announcements.

Within a few days, the--we began to see a reduction in the pressure and by the end of the year, in

early January, there was an enormous improvement in the funding pressures in the banking

system. So this, I think, is a great example of international cooperation and it illustrates the point



that this was not just a U.S. phenomenon, it was not just U.S. policy, it was not just the Federal

Reserve, it really was a global cooperative effort, particularly between the United States and

Europe.

Now, the Fed played an important role, however, in providing liquidity, in making sure that the

panic was controlled. Let me just talk briefly about this in general and I’ll do 2 case studies that

will illustrate some of the issues. Now, the Federal Reserve has a facility called the discount

window, which it uses routinely to provide short-term funding to banks, maybe a bank which just

finds itself short of funding at the end of day. It wants to borrow overnight. It has collateral with

the Fed. Based on that collateral, it can borrow overnight at what’s called the discount rate which

is the interest that the Fed charges. So the discount window which allows the Fed to lend to

banks is always there. It’s always operative. No extraordinary steps were needed to lend to banks.

The Fed always lends to banks. We did make some modifications in order to reassure banks

about the availability of credit. And to get more liquidity into the system, we extended the

maturity discount window loans, which were normally overnight loans. We made them longer

term and we had auctions of discount window funds where firms bid on how much they would

pay, and the idea there was by having a fixed amount that we were auctioning, we would at least

assure ourselves that we got a lot of cash into the system.

Anyway, the point here is that the discount window which is the Fed’s usual lender of last resort

facility lending to banks was operative and we used it aggressively to make sure that the banks

had access to cash to try to calm the panic. But our financial system is a lot more complicated

than the one that existed when the Fed was created in 1913. We have many other different kinds

of financial institutions in markets now. And as I said, the crisis was like an old time bank crisis,

but it was appearing in all different kinds of firms and different kinds of institutional contexts. So



the Fed had to go beyond the discount window. We had to create a whole bunch of other

programs, special liquidity and credit facilities that allowed us to make loans to other kinds of

financial institutions, again, on the Bagehot principle that providing liquidity to firms that are

suffering from loss of funding is the best way to calm a panic. Now, all these loans were secured

by collateral. We weren’t taking chances with taxpayer money, and I’ll talk about that when we

come back. But the cash was going not just to banks, but more broadly into the system. Again,

the purpose of this was to enhance stability of the financial system and get credit flows moving

again. And just to emphasize, this is the traditional lender of last resort function of central banks

that has been around for hundreds of years. What was different was that it took place in a

different institutional context than just the traditional banking context.

Here are some of the institutions and markets that we addressed through our special programs.

Banks, of course, were covered by the discount window. But another class of financial

institutions, broker-dealers, which are financial firms that deal in securities and derivatives, were

also facing very serious problems that included Bear Steams, Lehman Brothers, Merrill Lynch,

Goldman Sachs, Morgan Stanley, and others and we provided cash or lend--short-term lending to

those firms on a collateralized basis as well. As I’ll talk about commercial paper borrowers,

received assistance, as did money market funds, I’ll come back, I’m going to do a little case study

on those two, and finally, the asset-backed securities market. In the modern economy, modem

financial system, a lot of the funding that you get for, not just mortgages, but auto loans, credit

cards, all different kinds of consumer credit are funded through the securitization process, that is,

a bank might take all of its credit card receivables, bundle them together to a security and then

sell them in the market to investors, much the same way that mortgages were sold, and that’s

called the asset-backed securities market. The asset-backed securities market pretty much dried



up during the crisis and the fed created some new liquidity programs to help get it started again

which we were successful in doing.

Now I should mention that while the banks were lending through the discount window, this was

totally standard lending through the normal discount window. These other types of lending

required us to invoke emergency authorities. There is a clause in the federal Reserve Act called

13(3) which says that under unusual and exigent circumstances, basically in an emergency, the

Fed can lend to other types of entities other than just banks. And this authority had not been used

by the feds since the 193 Os. But in this particular case, with all these other problems emerging in

different institutions, in different markets, we invoked this authority and used it to help stabilize

a variety of different markets.

So let me give you just a little bit of a case study here that will help you understand, you know,

what we did and how it helped the economy. So I want to talk a little bit here about money

market funds. Now, money market funds are basically investment funds in which you can buy

shares and money market funds take your money and invest it in short-term liquid assets. Money

market funds historically almost always maintain a $1 -dollar share price. So they’re very much

like a bank actually and they’re used frequently by institutional investors like pension funds. So a

pension fund with $30 million dollars in cash probably wouldn’t put that into a bank because that

much money is not insured, you know, there is a limit to how much deposit insurance covered.

So what a pension fund might do instead of putting the cash in a bank would be to put the money

into a money market fund which promises $1 dollar for each dollar put in, plus a little bit of

interest on top. And invest in very short term safe liquid type assets and so it’s a pretty good way

to manage your cash if you’re an institutional investor of some kind. So this diagram just shows

investors putting their money into money market funds.



Now, as I said, money market shares are not insured, they do not have deposit insurance, but the

investors who put their money into a money market fund expect that they can take their money

out at anytime, dollar for dollar. So they treat it like a bank account, basically. The money

market funds in turn have to invest in something and they tend to invest in say short-term assets

like commercial paper. Commercial paper is a short-term debt instrument issued typically by

corporations, short-term in that it’s 90 days or less, typically. A non-financial corporation might

issue a commercial paper to allow it to manage its cash flows. It might need some short-term

money to meet its payroll or to cover its inventories. So ordinary manufacturing companies like

GM or Caterpillar would issue commercial paper to get cash to manage their daily operations.

Financial corporations, including banks, would also issue commercial paper to get funds that

they can then use to manage their liquidity possessions and they can use again to make loans to

the private economy. So here’s a--here’s the picture of it more completely and the left again, you

see the investor investing their excess cash in a money market fund. The money market fund

buys commercial paper which is basically a funding source for both non-financial businesses,

like manufactures and for financial companies who would lend it on to other borrowers.

Okay, so now what happened to this very nice arrangement? Well, Lehman Brothers was--

created a huge shockwave as I’ll describe. Lehman Brothers was an investment bank, it was a

global financial services firm, it was not a bank, so it was not overseen by the Fed, it was an

investment company. It held lots of securities, it did a lot of business in the securities markets; it

could not take deposits, not being a bank. Instead, it funded itself in short-term funding markets

including the commercial paper market.

Lehman invested heavily in mortgage-related securities and also in commercial real estate during

the 2000s. Now, as we know, as house prices fell and delinquencies on mortgages rose,



Lehman’s financial position got worse and they were also losing lots of money in their

commercial real estate. So, Lehman was becoming insolvent, it was losing money in all of its

investments, and it was coming under a lot of pressure. And indeed, as Lehman’s creditors lost

confidence, they started withdrawing funding from Lehman. For example, investors refused to

roll over Lehman’s commercial paper and other business partners said, “Well, we’re not going to

do business with you anymore because we’re afraid you’re not going to be here next week.” So,

Lehman was increasingly losing money and increasingly finding itself unable to fund itself. It

tried with Federal Reserve and Treasury help to either find somebody willing to put more capital

into the firm or to acquire the firm. It was unable to do that, so on September 15th, as I

mentioned, it filed for bankruptcy. And this was an enormous shock that affected the whole

global financial system. Now in particular, one of the many implications of the failure of

Lehman Brothers was in the money market funds. There was one particular fairly large money

market fund that held, among its other assets, commercial paper issued by Lehman. And when

Lehman failed, that commercial paper was either worthless or at least completely illiquid for a

long time. And so suddenly, this money market fund could no longer pay off its depositors at a

dollar per share. It didn’t, and it lost money. Now, suppose you’re an investor in a money market

fund and you know that if you go there and ask for a dollar back, you can get it. But you also

know that they don’t have enough money there to pay everybody off a dollar. What are you

going to do?

Same thing that a 1 9th-century bank depositor would do if they heard that their bank had lost

money. So, investors in this fund and then in other money market funds began to pull out their

money just like the standard bank run. And I’ll show you the data on that just a second, but we



had a very intense bank run, or in this case, a money market fund run in which investors in these

funds began to pull out their money just as quick as they could.

Now, the fed and the Treasury responded very quickly to the situation, the Treasury provided a

temporary guarantee which said that we, you know, we guarantee that you’ll get your money

back, if you just don’t pull it out right now. And the fed created a backstop liquidity program,

under which we lent money to banks, who in turn used that money to buy some of the assets of

the money market funds. And that gave the money market funds liquidity that they needed to pay

off their depositors and help to calm the panic.

And just to show you a sense of what was happening here, this is the money outflows from the

money market funds. This is a $2-trillion industry. This is daily data. So you see, the Lehman

bankruptcy, a couple of days later, you see the money market fund breaking the buck, which

meant that it was unable to pay its investors a dollar a share. following that announcement, you

can see that for about two days there, about $100 billion a day was flowing out of these funds.

Within two days, the Treasury announced a guarantee program; the fed came in to support the

liquidity of these funds. And as you can see, the run ended pretty quickly.

So, absolutely classic, classic bank run, classic response, providing liquidity to help the

institution being run provide the cash to its investors, providing guarantees and that successfully

ending the run. But that was at the end of the story because remember, the money market funds

were also holding commercial paper. And as they began to face runs, they in turn, began to dump



commercial paper as quickly as they could. And as a result, the commercial paper market went

into shock.

This is a really nice example of how financial crises can spread in all different directions. So, we

had Lehman failing. That in turn, called the money market funds to experience a run, and that in

turn, led to a shock in the commercial paper market. So, everything is connected to everything

else and it’s really hard to try to keep the system stable. So there was--as the money market funds

withdrew from the commercial paper market, there was a sharp increase in rates in the

commercial paper market, and lenders weren’t willing to lend for more that maybe one day to

commercial paper borrowers, which in turn affected the ability of those fun--companies to

function and the ability of those financial institutions to fund themselves.

Once again, the Federal Reserve, responding in the way that Bagehot would have had us

respond, established special programs. Basically, we stood as backstop lenders, we said: “Make

your loans to the--these companies, and we’ll be here ready to backstop you if there’s a problem

rolling over these funds.” And that restored confidence in the commercial paper market.

And there’s the picture here, this is commercial paper rates. Again--and once again, you can see

this, the panic phenomenon, a sharp, sharp increase in rates, which really understates the

pressure, because it doesn’t also include that fact that for many companies, there was no price in

which they could get funding. Or if they got funding, it was for only overnight or very short-term

periods. The Fed’s actions restored confidence in that market, and you can see the response rates

came back down in the beginning of 2009.



OK, one other type of activity, which is the last thing I want to cover. So, a lot of what I’ve been

talking about is probably stuff you didn’t hear too much about when youre reading the papers.

You know, I was working with these critical markets and working with these--providing broad-

based liquidity to financial institutions to try to bring the panic under control. But we also--the

Fed and the Treasury--also got involved in trying to address problems with some individual

critical institutions.

In March of 2008, as I mentioned before, a fed loan facilitated the takeover of Bear Steams by

JP Morgan Chase, avoiding a failure of that firm. The reason we undertook that action was first,

that we at the time, the financial markets were quite stressed and we were fearful that the

collapse of Bear Steams would greatly add to that stress and perhaps set off a full-fledged

financial panic. Moreover, it was our judgment at least that Bear Steams was solvent. At least JP

Morgan thought so, they were willing to buy the firm and to guarantee its obligations. So that by

lending to Bear Steams, we were consistent with the proposition that we should be making loans

that are likely to be paid back. And we felt that we were well-secured in making the loan that we

did.

In the second example, in October 2008, as I’m sure you all know, AIG was very, very close to

failure. This, again, was the largest insurance company, perhaps among the largest in the world.

And let me just talk a bit about that case. AIG was a complicated company. It was on the one

hand, a multinational financial services company with many constituents part, including a

number of insurance companies, global insurance companies. But it had a part of the company



which was called an AIG financial Products that was involved in all kinds of exotic derivatives

and other types of financial activities including, as I mentioned before, the loans--sorry, the

credit insurance that it was selling to the owners of mortgage-backed securities. So when AT--

when the mortgage-backed securities started going bad, it would--became evident that AIG was

in big trouble and its counterparfies began demanding cash or refusing to fund AIG, and it was

coming under tremendous pressure.

Now, the failure of AIG in our estimation would have been basically the end. It was interacting

with so many different firms. It was so interconnected with both the U.S. and the European

financial systems, global banks. We were quite concerned that if AIG went bankrupt that we

would not be able to control the crisis any further. Now, fortunately, from the perspective of

lender of last resort theory, AIG was taking a lot of losses in its financial products division. But

underlying that, those losses was the world’s largest insurance company. So, it had lots and lots

of perfectly good assets. And as a result, it had collateral which it could offer to the Fed to allow

us to make a loan to provide the liquidity needed to stay afloat.

And so, to prevent the collapse of AIG, we used AIG assets as collateral and loaned AIG $85

billion, obviously a fairly serious amount of money. Later, the Treasury provided a judicial

assistance to keep AIG afloat. And again, that was highly controversial. It was both, we thought,

legitimate in terms of lender of last resort theory because it was a collateralized loan, and the Fed

is in fact didn’t fully pay it back. And secondly, because it was a critical element in the global

financial system. Over time, as I said, AIG stabilized. It has repaid the fed with interest. The



Treasury still owns a majority share of its stock but it has--AIG has been paying back the

Treasury as well. It’s been in the process of doing that.

Now, I’d like to emphasize that what we had to do with Bear Steams and AIG is obviously not a

recipe for future crisis management. This is--first of all, it was a very difficult and, in many

ways, distasteful intervention that we had to do on the grounds that we needed to do that to

prevent the system from collapsing. But clearly, it is something fundamentally wrong with a

system in which some companies are “too big to fail.” If a company is so big that it knows that

it’s going to get bailed out, even putting aside the fairness of that--it’s not at all fair to other

companies. But even beyond that, obviously, they have an incentive to take big risks with it,

where they’ll say: “Well, we’ll take big risks. Heads I win, tails you lose. If the risks pay off, we

make plenty of money. And if they don’t pay off, the government will save us.” That’s too big to

fail and that’s a situation, which we, you know, cannot tolerate.

So, as I’ll describe more next time, the problem we had in September of 2008 was we really

didn’t have any tool--legal tools, policy tools--that allowed us to let Lehman Brothers and AIG

and these other firms go bankrupt in a way that would not have incredible damage--create

incredible damage on the rest of the system. And therefore, we chose the lesser of two evils and

prevented AIG from failing. With that being said, going forward, we wanted to be sure that this

never happens again. And we wanted to be sure that the system is changed so that if a large

systemically critical firm like AIG comes under this kind of pressure in the future, that there’ll be

a safe way to let it fail, so that it can fail and the consequences of its--the stakes can be borne by

its management and shareholders and accreditors. But in doing so, it doesn’t bring down the



whole financial system. And I’ll talk more next time about the progress we’ve made collectively

in instituting the system that will, I hope, eventually at least, end too big to fail.

So finally, let me just say a couple of words about the consequences of the crisis. We did stop the

meltdown. We avoided what would have been, I think, a collapse of the global financial system.

That was obviously a good thing. But to give you a sense--one thing that I was always sure of

and I think the federal Reserve was always sure of was that a collapse of some of these big

financial firms was going to have very serious collateral consequences. There were people

arguing even as late as September of 2008, “Well, why don’t you just let the firms collapse? You

know, there’s not going to be--you know, system can take care of it. Bankruptcy, we have

bankruptcy code. Why don’t you let them fail?” And you know, we never thought that that was

really a good option. Particularly, if the whole system had collapsed, we would have had

extraordinarily serious consequences.

As it was, even though we prevented the total meltdown, there were still, obviously as you know,

very serious collateral impact on not just the US economy but the global economy as well. So

following the crisis, even though the crisis was brought under control, the U.S. economy and

much of the global economy went into a sharp recession. And the United States GDP fell by

more than 5 percent, which is a quite deep recession. There are some other statistics, eight and a

half million people lost their jobs, and unemployment rose to 10 percent, so very consequential

impact.



And as I said, this was not just the U.S. situation. The US recession was in fact kind of an

average recession. There are many countries around the world that had worse declines,

particularly those dependent on international trade. So it was a global slowdown. And as all this

was happening, fears of a Great Depression, a second 1930s depression, were very real. So

nevertheless, the Great Depression was much worse than the recent recession. And I think the

view is increasingly gaining acceptance that without the forceful policy response that stabilized

the financial system in 2008 and early 2009, we could have had a much worse outcome in the

economy.

Here’s a couple of indicators just to close with a couple of graphs here. So this--I think this is an

interesting graph. This shows the stock market. The blue line starts in August 1929, which is the

peak of the stock market before the Great Depression. The red line is the more recent stock

prices. It starts in October of 2007. And then the--each of the graphs shows you the evolution of

stock prices in the Depression period in the blue and in the more recent period in the red. And the

thing which is pretty striking here is that for the first 15 or 16 months, stock prices in United

States behaved pretty much in this crisis as they did in 1929 and 1930. But about 15 or 16

months into the recent crisis, which would have placed it in early 2009, about the time that the

financial crisis was stabilizing, look what happened. In the Depression era, the stock prices kept

falling and as I mentioned, in the end, stock prices lost 85 percent of their value. In the United

States, by contrast, stock prices recovered and began a long recovery, and they now are more

than double where they were three years ago.



This is industrial production, the measure of output. Again, the red is the more recent data. The

blue is the Depression-era data. You can see in this case that the fall in industrial production was

not as quite as severe, quite as fast as in the Depression. But you get the same basic phenomenon

that about 15 to 16 months into the episode, about the time that the financial crisis was brought

under control, industrial production bottomed out and begun a period of steady recovery,

whereas in the Depression, collapse continued for several more years.

OK, so that is a very rapid overview of the crisis of’08 and ‘09. In lecture 4, we’ll talk about the

aftermath, the recession, how the monetary policy responded to the recession? Why has the

recovery been relatively sluggish? What has happened to financial regulation to try to make sure

this never happens again? And what lessons has the Fed taken from this experience?

OK. Questions. Yes?

[Pause]

Student: Hello, Chairman Bemanke. My name is Yu Ki Wu [phonetic] and in both this class and

last class, you mentioned about the increasing issuance of exotic and the subprime mortgages. So

why do you think these financial institutions are willing to lend such mortgages bear so much

risks to even poor credit borrowers? And do you think if they have foreseen the decreased

pricing in the housing market, will they still do the same thing? Thank you.

Chairman Bemanke: So there were a couple of reasons. One reason was simply the fact that

firms were probably too confident about house price increases and said, “Well, house prices are



likely to keep rising.” And in a world in which house prices are rising, these aren’t such bad

products because people can afford to pay, you know, for a year but then they can refinance to

something more stable and this might be a way to get people into housing. But of course, the risk

was that house prices wouldn’t keep rising, and of course that’s ultimately what would happen.

The other aspect of this was that the demand for securitized products grew very substantially

during this period. In part, there was a large international demand from Europe and from Asia for

high-quality assets and the ever clever U.S. financial firms figured out that they could take a

variety of different kinds of underlying credits, whether be subprime mortgages or whatever, and

through the miracles of financial engineering, they could create from that at least some securities

that would be high quality. It would be rated triple-A, which they could then sell abroad to other

investors. Unfortunately, that sometimes left with them with the remaining bad pieces, which

they kept or sold to some other financial firm. So there were trends in the financial markets, I

think, including overconfidence about their ability to manage those risks. A belief that house

prices would probably keep rising. A sense that they could--even after he made those mortgages,

they could then sell them off to somebody else and that that other person or other investor would

be willing to acquire them. There was a big demand for “safe assets.” For all those reasons, it

was a--actually a very profitable activity while it lasted. And it only when the house prices began

to fall that it become a big loser. Yeah? Yu Ki, do you have--oh, sony.

Student: Mr. Chairman, my name is Sameer Iqbal. You were talking about how one of the major

things the Fed had to do was figure out how to get liquidity flowing again in the market. And that

kind of reminds me of the Volcker rule because as I understand that Voicker rule, of course, bans

prop trading by investment banks. But it also means gray areas for principal trades, which as I



understand, very important for market makers to create markets and find liquidity. So I’m

wondering what you think about that. Doesn’t that seem kind of counterintuitive?

Chairman Bemanke: Well, the Volcker Rule is a part of the Dodd-Frank Financial Regulatory

Reform that I’ll be talking about in more detail on Thursday and which the Fed and other

agencies are tasked with implementing. The purpose of the Voicker Rule, as you said, is to

reduce the risk of financial institutions by preventing banks and their affiliates from doing

“proprietary trading,” which means doing short-term trading on their own account, so from

taking those kinds of risks.

Now, the law recognizes that there are legitimate exceptions to--for why banks might want to

acquire short-term securities. And those include, for example, hedging against risk. But one

particular exception is to make markets, to serve as intermediaries who buy and sell in order to

create liquidity in a particular market. And that’s accepted from the Volcker Rule, and one of the

challenges of implementing this rule is trying to figure out how to set a set of standards that

allows the so-called exempted or legitimate activities, like market making and hedging, and

while ruling out the proprietary trading. And that’s obviously very difficult, and we’re working

on that. We’re, you know--we put out a rule. We’ve gotten thousands of comments where we’re

looking at that trying to figure out how best to do that.

But, you know, the point you raised is that liquidity in markets is important. During the crisis, it

was much worse--a much worse problem than just a little bit lack of trading volume. You had big

financial institutions unable to fund themselves, unable to find the funding to support their asset

positions, the assets that they held, which left them with one or two possibilities: either they’re

defaulting because they didn’t have enough funding, or the fact that many of them took, which



was to start selling off assets as quickly as possible, which in turn spread to panic. Because if

there’s a huge sellers’ market for, say commercial real estate bonds. that’s going to drive the price

down very sharply. And then anybody else who is holding those bonds finds their financial

position being eroded and that creates pressure on them. So one of the--I didn’t use the word

contagion in my discussion. A contagion just as in an illness context is the spreading of panic,

the spreading of fear from one market--from one institution to another. And contagion was a

major problem in many financial panics, but certainly in this one. And that was one of the

mechanisms that led the funding pressures to jump from firm to firm and created such a broad-

based, broad-based problem. Daniel. Anybody have--? [Inaudible Remark]

Student: All right, thank you, Mr. Chairman. My name is Daniel Wright [phonetic] and I had a

question specifically--I’m sorry. [Laughter] There we go. My name is Daniel Wright, and I had a

question specifically about global collaboration during the financial crisis. You talked about the

G7 in 2008. Specifically, as we saw multinational corporations begin to be on the brink of

failure, what pressures came from the international community when the decision to, say, bail

out AIG was being debated?

Chairman Bernanke: Well, there weren’t any real pressures. Everything was happening too fast. I

think, in fact, you know, one area where collaboration was not as good as we would like was it

was exactly dealing with some of these multinational firms. For example, there were problems

between U.K. and U.S. over Lehman Brothers failure, for example, and inconsistencies which

caused problems for some of the creditors of Lehman.

So one of the things that we’re trying to do under the Dodd-Frank financial reform legislation,

which includes, as I mentioned before, includes provisions for safely allowing large financial



firms to fail. But one of the complexities there is that many of the firms that would--this would

be applied to are multinational firms. Maybe not just two or three countries, maybe dozens of

countries. And so, collaboration with other countries in figuring out how we would work

together to help a large multinational firm fail as safely as possible is part of what’s going on

now as we work internationally. We tried during a crisis to cooperate in mostly ad hoc way, and

we were in touch with regulators in U.K. and elsewhere. But given the timeframes and the lack

of preparation, we, you know, we didn’t do as much as we would be able to do with a lot more

lead time. So that was, I think that was a weakness of international collaboration.

For the most part though, countries cooperated in dealing with the financial institutions that were

based in their own countries. AIG was an American company, and we dealt with that; whereas

company like Dexia, which was a European company, was dealt with by the Europeans. Also,

there was a lot of cooperation between Central Banks. And I may have a chance to say a bit more

about this, but there were a lot of European banks that use dollars that needed dollar funding as

opposed to Euro funding. They use dollar funding both because they held dollar assets; they

made dollar loans; they made loans to support trade, which is often done in dollars, so they

needed dollars. The European Central Bank can’t provide dollars. So what we did was what was

called a swap, where we gave the European Central Bank dollars. They gave us Euros. They took

the dollars we gave them and lent them on their own recognizance to European banks taking off

the dollar funding pressure and easing dollar funding pressures around the world. So, those

swaps, which are still in existence now because of the recent issues in Europe, were an important

example of collaboration. We also, in October of 2008, right before--right as this crisis was

intensifying, the Federal Reserve and, I think, five other Central Banks all announced the interest

cuts on the same day. So we coordinated even our monetary policy. But, so we did our best to



coordinate. There were some areas where, like working on multinational firms where, you know,

a lot more preparation was needed and we are still working on those things cooperatively today.

Noah.

Student: I’m just--My name is Noah Wiviott. I was wondering if you could elaborate on the off-

balance sheet vehicles that were being used and sort of why they were allowed to, you know,

keep that much information off their books.

Chairman Bernanke: Well, it has to do with accounting rules, basically. You create this separate

vehicle, and the bank might have substantial interest in that vehicle. It might, for example, have a

partial ownership. It might have some promises to provide credit support if it goes bad or

liquidity support if it needs cash. But it doesn’t have, under the rules that existed at that time, if

the amount of control that the bank had on this off-balance sheet vehicle was sufficiently limited,

then according to the accounting rules, it could treat it as a separate, a separate organization, so

to speak, not part of its own balance sheet. That allowed the banks to get away with somewhat

less capital, for example, than they would have had to carry if they’ve had all these assets on their

own balance sheet.

Now, one of the many good developments since the crisis is that these rules have been reworked,

and many of the off-balance sheet vehicles that existed during the--before the crisis would no

longer be allowed. They would have to be consolidated, which means they would have to be

brought back onto the balance, made part of the bank’s balance sheet, have appropriate capital

and so on. So those practices are not completely gone. But the accounting rules have greatly

toughened up the situations and circumstances under which a bank can put something off its

balance sheet into a separate investment vehicle. Max.



[Pause]

Student: Thank you, Mr. Chairman. You mentioned several large firms that came under pressure

in 2008 and also the Fed’s doctrine, if you will, of too big to fail. My question was: Where do

you draw the line between bailing out a bank and allowing it to fail? Is it arbitrary or is there

some sort of methodology that the Fed goes by?

Chairman Bemanke: Oh, this is a great question. So first of all, I want to resist that word doctrine

a little bit. These firms proved to be too big to fail in the context of a global financial crisis. That

was a judgment we made at the time based on their size, their complexity, their

interconnectedness, and so on. It was not something that we ever thought was a good thing. And

one of the--again, one of the main goals of the financial reform is to get rid of it because it’s bad

for the system. It’s bad for the firms. It’s unfair in many ways, and it would be a great

accomplishment to get rid of too big to fail. So it was not something that we advocate or support

in any way and we were just forced into a situation where we were forced into having to choose

the least bad of a number of different options.

Now, it’s a good question, I mean, I think in the case of the--during the crisis, you know, we had

basically had to make judgments on a case by case basis, and we were trying to be as

conservative as possible. I think in the case certainly of AIG, there was really not much doubt in

our minds. This was a case where action was necessary, if at all possible. Lehman Brothers was

in itself probably too big to fail, in the sense that its failure had enormous negative impacts on

global financial system. But there, we were helpless because it was essentially an insolvent firm.

It had--didn’t have enough collateral to borrow from the Fed. We can’t put capital into a firm

that’s insolvent. This was before the TARP or anything else that provided capital that the



Treasury could use. So we really just had no legal way to do it. I think if we could’ve avoided

that, we would’ve done so. So it was somewhat ad hoc, I think. Although the cases, the two cases

were intervened, Bear Steams and in AIG, I think, the case was pretty clear given not only the

firms themselves but also the context, the environment that was going on at the same time.

Now interestingly we’ve had to get much more into this issue since the crisis because there are a

number of different rules and regulations which actually require the Fed and other regulatory

agencies to make some determination about how systemically critical a firm is. For example, the

new Basel 3 capital requirements require the largest most systemically critical firms to have a

capital surcharge. They have to hold more capital than firms which aren’t as systemically critical.

And as part of that process, the International Bank Regulators have worked together to try and

set up a set of criteria relating to size, complexity, interconnectedness, derivatives, a whole

bunch of criteria that help determine, you know, how much capital, extra capital they have to

hold. Likewise, the Fed now, when it approves some merger of two banks, it has to evaluate

whether the merger creates a systemically more dangerous situation. So we have worked hard,

and we have put out criteria that describes some of the--variety of criteria including some

numerical thresholds that we look at to try to figure out if a merger creates a systemically critical

firm, which if it does we’re not supposed to allow that merger to happen.

So, the science of doing this is progressing. It’s still very in its infancy. But again in the crisis,

our actual interventions were limited to--well, to--principal interventions were Bear Steams and

AIG along with other agencies. We also provided assistance to a couple of other institutions, but

nothing nearly to the extent that the AIG situation involved. But we are--we are looking very

seriously at this and indeed now that the Fed has become much more focused on financial

stability where, you know, we have a whole division of people working on various metrics,



various indicators both to try to identify risks to the system and also to try to identify firms that

need to be, you know, particularly carefully supervised and maybe hold extra capital because of

their--the potential risk that they bring to the system. David?

Student: Thank you Mr. Chairman, my name is David [inaudible]. One vulnerability that you

mentioned was that the credit rating agencies were assigning triple-A ratings to securities that

carried much more risk than perhaps a triple-A rating might warrant. Was--it seems like the

incentives would be aligned for the buyers to seek out ratings that were more accurate because

they would be taking on more risk. Was there a systemic problem as far as how incentives were

aligned within the credit ratings system that allowed these faulty ratings to propagate throughout

the system?

Chairman Bemanke: Yeah, there were some incentive problems. And you identify one of them,

which is that you would think somehow that instead of the seller of the security being the one

who hires and pays the credit rater, you would think that it would be in the interest of the buyers,

who after all are the ones bearing the risk, to band together somehow and pay the credit rater to

give them the best opinion they can about what the credit quality is of the security.

Unfortunately, that model doesn’t seem to work. There are very few examples, if any, that I

know of that where it works and the problem is what the economists called a free rider problem.

Basically, if 5 investors get together and pay Standard and Poor’s to rate a particular issuance,

unless they can keep that completely secret, anybody else can find out you know what the rating

was and then they can basically take advantage of that without having to pay and be part of the

consortium that paid.



So there have been a lot of ideas out there about how you can restructure the payment system to

create better incentives for credit raters. But it is a challenging problem because, again, just

obvious--”obvious solution” of having the investors pay only works if the investors collectively

can share the cost, and somehow keep that information from being spread among other investors.

OK, 2 o’clock. I’ll see you in Thursday to talk about the aftermath of the crisis. Thank you.

[Applause]
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Dr. Tim fort: I believe we are ready to get started, everyone. The sad thing, of course, about

today is it’s the last one, and I know that everybody who’s been here for the last two weeks has

really enjoyed this very much and it has been a terrific experience, a learning experience

academically and intellectually, as well as just an experience to be in the midst of this event,

which it is, as well as being a class. And so, we’re looking forward today to the final, concluding

lecture of the aftermath of the crisis with Chairman Bernanke, Mr. Chairman.

[Applause]

Chairman Bemanke: Well, hello again. So, today in the final of our four lectures, as Professor

Fort said, we want to talk about the aftermath of the crisis.

Now just to recap briefly, we talked last time about the most intense phase of the crisis, in late

‘08 and early ‘09; financial panic both in United States and in other countries, industrial

countries; threat in the stability of the entire global financial system; the Federal Reserve

working, as I’ll describe, with others served in its lender of last resort role provided short-term

liquidity to help stabilize key institutions and markets.

I think one of the points that we can now draw having looked at the history is that rather than

being some ad hoc and unprecedented set of actions, that the Fed’s response was very much in

keeping with the historic role of central banks, which is to provide lender of last resort facilities

in order to calm a panic. And what was different about this crisis was that the institutional

structure was different. It wasn’t banks and depositors. It was broker-dealers and repo markets. It

was money market funds and commercial paper but the basic idea providing short-term liquidity



in order to stem a panic was very much what Bagehot envisioned when he wrote Lombard Street

in 1873.

Now, I’ve been focusing very much on the Fed’s actions. That’s been the topic of the course, of

course, but the Fed obviously didn’t work alone. We worked in close coordination with both

other U.S. authorities and foreign authorities.

For example, the Treasury was actually engaged after the Congress approved the so called TARP

legislation. The Treasury was in charge of making sure that banks had sufficient capital and the

U.S. government took an ownership position in many banks that was essentially temporary. Most

of those have now been reversed. The FDIC, the Federal Deposit Insurance Corporation, played

an important role. In particular, the deposit insurance limits, the $250,000-deposit insurance

limits, were raised essentially to infinity for the transactions accounts. And the FDIC also

provided guarantees to banks who wanted to issue up to three years of debt, corporate debt, in

the marketplace. for a fee, the FDIC guaranteed those issuances so that banks could get longer

term funding. So this was a collaborative effort between the Fed and other U.S. agencies.

We also worked closely with foreign agencies. I mentioned last time the currency swaps, which

are still in existence whereby the Fed gave dollars to foreign central banks in exchange for their

own currencies. And those foreign central banks took the dollars and on their own responsibility,

on their own risk made those--made dollar loans to financial institutions that required dollar

funding. We also of course continue to be in close touch with finance ministers and regulators

around the world as we try to coordinate to deal with the crisis.

Now, putting out the most intense phase of the fire was not really enough. There’s been a

continuing effort to strengthen the financial systems, strengthen the banking system. For



example, in a quite successful action, one that I think was very constructive, the Fed working

with the other banking agencies led stress tests of the 19 largest U.S. banks in the spring of 2009.

So this was not far after the most intense phase of the crisis. And what we did in an

unprecedented way was to disclose to the markets what the financial positions were of the major

banks. And those stress tests, which confirmed that our banks could survive even a return to

worse economic and financial conditions, created a great deal of confidence in investors and

allowed banks to go out and raise private capital, a great deal of private capital, and many cases

to replace the government capital they’ve received during, during the crisis. The process of stress

testing has continued. Just a couple of weeks ago the Fed led another round of stress tests, a very

demanding set of stress tests. Our banks did quite well. They’ve raised a great deal of capital

even since 2009. They’re, in many ways, in a stronger position than they were even prior, prior to

the crisis in terms of capital.

So these are steps that are being taken to try to get the banks back into full lending mode. It’s still

a process in progress but restoring the integrity and the effectiveness of the financial system is

obviously part of getting us back to a more normal economic situation.

Now just saying a few words about the lender of last resort programs. As I’ve already argued in

some lengths, the programs, it did appear to be effective. They arrested runs on various types of

financial institutions, and they restored financial market functioning. The programs, which were

instituted primarily in the fall of ‘08, were mostly phased out by March of 2010. And they were

phased out really in two different ways.

First, some of the programs just came to an end. But more often, what happened was that the fed

would, in making loans, liquidity provision to financial institutions, the Fed would charge an



interest rate that was lower than the crisis rate, the rate, the panic rate, but higher than normal

interest rates. And so as the financial system calmed down and rates came down back to more

normal levels, it was no longer economically attractive or financially attractive for the

institutions to keep borrowing from the Fed, and so that the program just sort of wound down

quite naturally. So we didn’t have to just shut them down, they just basically disappeared on their

own.

The financial risks that the Federal Reserve took in this lender of last resort programs was quite--

were quite minimal. As I’ve described, lending was mostly short term. It was backed by

collateral in most cases. In December of 2010, we reported to Congress all the details involved in

21,000 loans that the Fed made during the crisis. Of those 21,000 loans, zero defaulted. Every

single one was paid back. So even though the objective of the program was stabilizing the

system, it was not profit making. The taxpayers did come out ahead in those loans.

So that was lender of last resort activity. That was the tool, the fire hose, to put out the fire of the

financial crisis. But of course as I’ve described last time, the--even though the crisis was

contained, the impact on the U.S. and global economies was severe. And new, new actions were

needed to help the economy recover. Remembering that the two basic tools of central banks are

lender of last resort policy and monetary policy, we now turn to the second tool, monetary

policy, which was the primary tool used to try to bring the economy back after the trauma of the-

-of the financial crisis.

Now, you’re all familiar with conventional monetary policies. Conventional monetary policies

involve management of the short-term overnight interest rate called the federal funds rate. By

raising and lowering the short-term interest rate, the fed can influence a broader range of interest



rates. That in turn affects consumer spending, purchases of homes, capital investment by firms

and the like, and that provides demand for the output of the economy and can help stimulate a

return to growth.

Just a few words on the institutional aspects. Monetary policy is conducted by a committee

called the Federal Open Market Committee. The FOMC, as it’s called, meets in Washington

eight times a year. During the crisis, it sometimes also held video conferences. When we have a

meeting of the FOMC, there are 19 people sitting around the table. There are seven governors,

the seven members of the Board of Governors, who have been appointed by the President and

confirmed by the Senate. And then there are the 12 presidents of the 12 Reserve Banks, each of

whom has been found or appointed by the Board of Directors of each of the Reserve Banks and

then confirmed by the Board of Governors in Washington. So they’re 19 people around the table.

We all participated in the monetary policy discussion.

When it comes time to vote, the system is a little bit more complicated. At any given meeting

there are actually only 12 people who are able to vote. The voters at any given meeting are the

seven members of the Board of Governors, currently five, we have two empty seats and we hope

to get those filled soon. But the seven members of the Board of Governors have a permanent

vote in every meeting. The president of the New York Federal Reserve Bank also has a

permanent vote, which goes back, of course, to the beginning of the system and the fact that New

York remains the financial capital of the United States. Of the other 11 reserve bank presidents,

there’s a rotation system in each year four of the 11 other Reserve Bank presidents’ vote and then

at the end of the year, they move on to another set. So again, there’s a total of 12 votes in any

given meeting or any given decision on monetary policy but the entire group participates in the

discussions.



Now, here’s the federal funds rate, again, the short-term interest rate that is a normal tool that the

fed uses for monetary policy. You can see that at the end of Chairman Greenspan’s term and the

beginning of my term in 2006, we were in the process of raising the federal funds rate in an

attempt to normalize monetary policy after having easier policy earlier in the decade in order to

help the economy recover from the 2001 recession. But in 2007, as the problems began to

appear, typically in the subprime mortgage market, the fed began to cut interest rates, so you can

see the right side of the picture as interest rates were sharply reduced. And by December of 2008,

the federal funds rate was reduced to a range of between 0 and 25 basis points. The basis point is

one-hundredth of one percent, so 25 basis points means 1/4 of 1 percent. So, essentially by

December 2008, the federal funds rate was reduced basically to zero. It can’t be cut anymore

obviously.

So given that, as of December of 2008, conventional monetary policy was exhausted. We

couldn’t cut the federal funds rate any further. And yet, the economy clearly needed additional

support. Into 2009, the economy was still contracting at a rapid rate. We needed something else

to support recovery, and so we turn to less conventional monetary policy. And the main tool that

we’ve used is what we call in the--within the balance of the fed, the large-scale asset purchases

or LSAPs, more properly known in the press and elsewhere as quantitative easing, or QE. I won’t

get into why I think LSAPs is a better descriptive name, but in any case, I’ve had to bow to the

common usage. But these large scale asset purchases, as I’ll explain in more detail, were an

alternative way of easing monetary policy, again, to provide support to the economy.

So how does this work? Well, to influence longer-term rates, the Fed began to take--undertake

large scale purchases of Treasury and GSE mortgage-related securities. So, just to be clear here,

the securities that the Fed has been purchasing are government-guaranteed securities, either



Treasury securities, that’s government debt of the United States, or the Fannie and Freddie

securities, which recall were guaranteed by the U.S. government after Fannie and Freddie were

taken into conservatorship.

There have been two major rounds of large scale asset purchases, one announced at March 2009

often known as QE1, and another announced in November 2010, known as QE2. There have

been some additional variations since then, including a program to lengthen the maturity of our

existing assets, but these were the two bigger--biggest programs in terms of the size and the

impact on the balance sheet. And to get--taken together, these actions boost the Fed’s balance

sheet by more than $2 trillion.

So here’s a picture of the asset side of the Fed’s balance sheet to help us see the effects of the

large scale asset purchases. The green at the bottom is the traditional securities holdings. So just

to be absolutely clear even under all most normal circumstances, the Fed always owns a

substantial amount of U.S. Treasuries. We owned about $800 billion plus of U.S. Treasuries

before the prices even began, And so in that respect, there was--it’s not like we began buying

them from scratch. We’ve always owned a significant amount of these securities. So the green

shows sort of the baseline where we started from.

Now what else appeared on the Fed’s balance sheet on the assets side during this period? The

dark blue represents assets acquired or loans made during the crisis period. And you can see that

in late 2008, our loans outstanding to financial institutions and to some of these other programs

rose very sharply. But you can also see that as time passed and certainly by early 2010, those

initiatives to address financial strength had been greatly reduced.



If you look at the far right by the way, you see a little a bump right there recently. Now that’s the

swaps. We instituted and extended the swap agreements with European Central Bank and other

major central banks and there has been some usage of that in an attempt to try and reduce strains

in Europe, and that shows up as a little bump there at the far right of the picture. Now again, we

owned about $800 billion in Treasury securities at the beginning of the crisis. But as you can see

from the red, labeled LSAPs, we added about $2 trillion in new securities to the balanced sheet

during the period starting in early 2009. And then at the top there, you have other assets, variety

of things, could be security reserves, physical assets, and other miscellaneous items.

Now why were we doing this? Why were we buying these securities? This is, by the way, an

approach, which monitors like Milton Friedman and others have talked about. The basic idea is

that when you buy treasuries in GSE securities and bring them on to the balance sheet, that

reduces the available supply of those securities in the market. Investors want to hold those

securities and--or they’d be willing to hold a smaller amount, they have to receive a lower yield.

Or put in another way, if there’s a smaller available supply of those securities in the market, they

are willing to pay a higher price for those securities, which is the inverse of the yield.

So again by purchasing Treasury securities, bringing on them on our balance sheet, reducing the

available supply of those Treasuries, we effectively lowered the interest rate on longer-termed

treasuries and on GSE securities as well. Moreover to the extent that investors no longer having

available Treasuries and GSE securities to holding their portfolios, to the extent that they are

induced to move to other kinds of securities, like corporate bonds, that also raises the prices and

lowers the yields on those securities. And so the net effect of these actions was to lower yields

across a range of securities. And of course as usual, lower interest rates have supportive

stimulative effects on the economy.



So this was really a monetary policy by another name, instead of focusing on the short-term rate,

we were focusing on longer term rates. But the basic logic of lowering rates to stimulate the

economy is really the same.

Now, you might ask the question: “Well, the Fed is going out and buying $2 trillion of securities.

Well, how do we pay for that?” And the answer is that we paid for those securities by crediting

the bank accounts of the people who sold them to us. And those accounts at the banks showed up

as reserves that the banks would hold with the Fed. So the Fed is a bank for the banks. Banks can

hold deposit accounts with the Fed essentially, and those are called reserve accounts. And so as

the purchases of securities occurred, the way we paid for them was basically by increasing the

amount of reserves that banks had in their accounts with the Fed.

So you can see this--here, this is the liability side of the fed’s balance sheet. Of course, assets

and liabilities including capital have to be equal. So the liability side had also to rise near $3

trillion, as you can see. Now take a look first, as you look at this, take a look first at the light blue

line at the bottom. The light blue line at the bottom is currency, federal Reserve notes in

circulation. Sometimes you hear that the Fed is printing money in order to pay for the securities

we acquire, and I’ve talked about that in some--you know, in some--in giving some conceptual

examples. But as a literal fact, the fed is not printing money to acquire the securities. And you

could see it from the balance sheet here. The light blue line is basically flat; the amount of

currency in circulation has not been affected by these activities.

What has been affected is the purple area, those are reserve balances. Those are the accounts that

banks, commercial banks, hold with the fed and their assets to the banking system and their

liabilities with the Fed, and that’s basically how we pay for the--for those securities. And so the



banking system has a large quantity of these reserves, but they are electronic entries at the Fed.

They basically just sit there. They’re not in circulation. They’re not part of any broad measure of

the money supply. They’re part of what’s called the monetary base. But again, they’re not--they

certainly aren’t cash. Then there are other liabilities including Treasury accounts and a variety of

other things that the Fed does. We act as the agent, the fiscal agent for the Treasury. But the two

main items you can see are the notes in circulation and the reserves held by the banks.

So what do the LSAPs or the quantitative easing, what does it do? Well, we anticipated that

when we took these actions that we would able to lower interest rates and that was generally

successful. For example as you probably know, 30-year mortgage rates have fallen below 4

percent, which is a historically low level, but other interest rates have fallen as well. Corporate

credit has fallen, the rates of interest that the corporations have to pay on bonds, for example,

have fallen, both because the underlying safe rates have fallen but also because the spreads

between corporate bond rates and Treasury rates have fallen as well, reflecting greater

confidence in the financial markets about the economy. And lower long-term rates have, in my

view, and I think in terms of the analysis we do at the Fed, have promoted growth and recovery.

Although as I’ll talk about, the effect on housing was probably weaker than we had hoped. We’ve

got mortgage rates down very low. You would think that would stimulate housfng but, as you

probably know, the housing market has not yet recovered.

Now of course, always, we have a dual mandate. We always have two objectives. One of them is

maximum employment, which we interpret to mean is trying to keep the economy growing and

using its full capacity, and low interest rates are a way of stimulating growth and trying to get

people back to work. But the other part of our mandate is price stability, low inflation. We’ve

been quite successful in keeping inflation low. It’s been a help, I would say, that Volcker in



particular and also Greenspan made it much easier for me because they had already persuaded

markets that the Fed was committed to low inflation, and there’s a lot of credibility the Fed has

built up over last 30 years or so. And as a result, markets have been confident that the Fed will

keep inflation low, inflation expectations have stayed low. And except for some swings up and

down related to oil prices, overall, inflation has been quite low and stable.

At the same time, while we’ve kept inflation low, we’ve also made sure that inflation hasn’t gone

negative, particularly around the time of QE2, November 2010, there was concern that inflation

had been falling. It was well below normal levels. And the concern was we might actually get

into a negative inflation or a deflation. Those of you familiar with the Japanese situation

understand that’s been a big problem for their economy now for quite a few years. We certainly

wanted to avoid deflation. I talked about deflation also in the context of the Great Depression.

So, monetary ease also guarded against the risks of deflation by making sure that the economy

didn’t get too weak.

Now just one more comment on large scale asset purchases. A lot of people don’t make a very

good distinction between monetary and fiscal policy. And of course, I’m sure you understand

they’re very different tools. Fiscal policy is the spending and taxation tools of the federal

government. Monetary policy has to do with the Fed’s management of interest rates. These are

very different tools. And in particular, when the Fed buys assets as part of a LSAP or QE

program, this is not a form of government spending. It doesn’t show up as government spending

because we’re not actually spending money. What we’re doing is buying assets which at some

point will be sold back to the market, and so the value of that--of those purchases will be earned

back. In fact, because the Fed gets interest, of course, on the securities that we hold, we actually

make a very nice profit on these LSAPs. What we’ve done over the last three years is transfer



about $200 billion in profits to the Treasury. That money goes directly to reducing the deficit. So

these actions are not deficit-increasing, they are in fact significantly deficit-reducing.

All right, so a major tool we used when we ran out of room for short-term interest rates was

LSAPs, asset purchases. The other tool that we have used to some extent as well is

communication about monetary policy. To the extent that we can clearly communicate what

we’re trying to achieve, investors can better understand our objectives and our plans, and that can

make monetary policy more effective. The Fed has made a lot of steps to become more

transparent about monetary policy to try to make sure people understand what we’re trying to

accomplish.

Here is one example. This is a picture of me giving a press conference. So four times a year, now

after two-day FOMC meetings, I give a press conference and answer questions about the policy

decision. So this is, you know, a new thing for the Fed in terms of trying to explain, you know,

what our policies are.

Another recent step that we took in terms of communicating our policies more clearly was to put

out a statement that described our basic approach to monetary policy, and in particular, gave for

the first time a numerical definition of price stability. Many central banks around the world

already have a numerical definition of price stability and we, in our statement, said that for our

purposes, we were going to define price stability as 2 percent inflation. And so, the markets will

know that over the medium term, the Fed will try to hit 2 percent inflation, even as it also tries to

hit its objectives for growth and employment.

finally, the Fed has also begun to provide guidance to investors and the public about what we

expect to do with the federal funds rate in the future, given how we culTently see the economy.



So given how we currently see the economy, we tell the market something about where we think

the rates are going to go. To the extent that they--market is--better understands our plans, that’s

going to help reduce uncertainty in financial markets. And to the extent that our plans are, in

some sense, more aggressive than the market anticipated, we’ll also tend to ease policy

conditions. OK, so again, monetary policy has been used to try to help get to the economy back

on its feet.

The recession, which the period of contraction, which was very severe, as of course I mentioned,

officially came to an end. There’s a committee called the National Bureau of Economic Research,

which officially designates the beginning and end dates of recessions. I was a member of that

committee before I became a policyrnaker. And they determined that this recession began in

December 2007 and ended in June of 2009, so it was a long recession. When they say the

recession ended, what that means basically is not that things are back to noma1; it just means

that the contraction has stopped and the economy is now growing again. So we’ve been growing

now for almost three years, averaging about 2 and a half percent a year. But as I described, we’re

still some distance from being back to normal. So when you say the economy is no longer in

recession, we don’t mean that things are great. We just mean that we’re no longer actually

contracting, we’re now growing.

So here’s a picture of the sluggish economic recovery that we’ve had. The blue line in the graph

shows the path of real GDP. The gray bar shows the period of the official National Bureau of

Economic Research recession. You can see it begins in December 2007, and real GDP begins to

decline during that period. In mid-2009, the recession is officially over. And you can see since

then, the blue line has been moving up as the real economy has been expanding.



But you can also see those is--is a comparison here. What we did was, we said suppose that the

economy had been recovering since mid-2009 at the same average pace as previous recoveries in

the post-war period. And that’s--that average recovery is shown by the red line. And you can see

by comparing that this recovery has been slower than the average recovery in the post-World

War II period. It’s actually even worse than that in a way, because this was the most severe

recession in the post-World War II period. And so you would expect perhaps that recovery might

be a little quicker as the economy comes back to its normal levels, but in fact it’s been actually

slower on average in terms of growth than previous post-war recoveries.

Now a question, sony, and so an implication, of course, of the sluggish recovery is only very

slow and proven in the unemployment rate. You can see the unemployment rate rising sharply

during the recession period, peaking around 10 percent, and now coming slowly down to its

current value of about 8.3 percent. That’s still quite high obviously. Here’s housing, single family

housing starts. As we discussed in the last lecture, in the previous one, housing starts collapsed

even before the recovery--before the recession began. Of course, it was a trigger of the recession.

And you see how very sharply construction declined. But then if you look at the most recent year

or two, you see that there have been a little few wiggles but the housing market has not come

back.

So, you know, this is one reason, if you think you’ve asked the question, you know, why has this

recovery been more sluggish than normal? One reason certainly is the housing market. In a usual

recovery, housing comes back. It’s an important part of the recovery process. The construction

workers get put back to work, related industries like furniture and appliances begin to expand,

and that’s again part of the recovery process. But in this case, we haven’t seen it. Now, you know,

why not?



Well, there’s still a lot of structural factors in the housing market, which are preventing a more

robust recovery. On the supply side, we still have a very high excess supply of housing, a high

vacancy rate. The graph shows you the percentage of housing units in United States which are

vacant. You can see that that peak at over 2 and a half percent during the recession. It’s come

down some but still well above normal levels. So, foreclosed homes, homes where the seller is

unable to find a buyer. There are a lot of homes on the market, and that produces excess supply

and falling house prices.

On the demand side, you might think that a lot of people would be buying houses these days

because one thing is true about the housing market is that, the houses are really affordable. Prices

are down a lot; mortgage rates are low. And so if you’re able to buy a house, you can get an

awful lot of house for your monthly payment now, compared to where you were a few years ago.

But being able to take advantage of that affordability requires, among other things, that you get a

mortgage. And this graph shows what’s happening in the mortgage market. The lines show the--

the bottom line shows the 10th percentile, the top line the 90th percentile of credit scores of

people receiving mortgages. And you can see that before the crisis, people with relatively low

credit scores were able to get mortgages. But since the crisis, you can see the whole bottom part

of that yellow area has been cut away, implying that people with lower credit scores--and 700 is

not a terrible credit score--are unable to get mortgages. And just in general, there’s been a

much—there have been much tighter conditions in terms of trying to find a mortgage. So even

though housing is very affordable and monthly payments are affordable, a lot of people are

unable to get mortgages.

So the implications for the economy with a lot of excess supply in the market; with a lot of

people unable to get a mortgage credit or afraid to get back into the housing market; house prices



have been declining, as shown by the picture on the right. Recently we’ve seen some leveling

out, some flattening out, but so far not much evidence of a pickup. Declining house prices means

it’s not profitable to build new houses, and so construction has been quite weak. And more

broadly, existing home owners, when they see their house prices down, it may mean they can’t

get a home equity line of credit. It may mean that they just feel poorer. And so that affects not

just their housing behavior, but also their willingness and ability to buy other business services.

So that’s one of the reasons, the declines in housing prices, and to some extent also stock prices,

are part of the reason why consumers have been cautious and less willing to spend.

The other major factor--of course, housing was a big reason for this crisis and recession. Of

course, the other major factor was the financial crisis and its impact on credit markets. And that

is another reason why the recovery has been somewhat slower than we would have hoped. As

I’ve discussed, the U.S. banking system is stronger than it was three years ago. The amount of

capital in the banking system over the last three years has increased by something like $300

billion, a very significant increase. And generally speaking, we’re seeing credit terms getting a

bit easier. We’re seeing expansions in bank lending in a lot of categories. So there is certainly

some improvement in banking and credit.

Nevertheless, there are still scenarios where credit remains tight. I’ve already talked about

mortgages where, if you have anything less than a perfect credit score, it’s awfully hard to get a

mortgage these days. And other categories like small businesses have also found it difficult to get

credit. And it’s well known: Small businesses are an important creator ofjobs. And so their

inability to--the inability to start a small business or to get credit to expand a small business is

one of the reasons why job creation has been relatively slow.



Another aspect of financial and credit markets has to do with the European situation, which I

haven’t gotten into. But following on the financial crisis in Europe, which was very severe

alongside of ours, there’s now sort of a second stage whereby the solvency issues of a number of

countries, the concerns about whether or not countries like Greece and Portugal and Ireland can

pay their creditors, have led to some stressed financial conditions in Europe. And those have

affected the U.S. by creating risk aversion and by volatility in the financial markets, so that has

also been a negative factor.

I think a lesson worth drawing from this, and when I’ve cited in testimony and elsewhere, is that

monitory policy is a powerful tool but it can’t solve all the problems that there are. And in

particular, what we’re seeing in this recovery is a number of structural issues relating for example

to the housing market, to the mortgage market, to banks, to credit extension, and of course to the

European situation, where other kinds of policies, whether they’re fiscal policies or housing

policies or whatever they may be, are really needed to get the economy going again. So the Fed

can provide stimulus. It can provide low interest rates. But monetary policy by itself can’t solve

important structural, fiscal, and other problems that affect the economy.

All right, well this is all a bit discouraging. Again, it’s taking awhile to get back to where we are

and we’re still a long way from--where we’d like to be. So let me just say a couple of words about

the long run. We did have, of course, a major trauma. The crisis is very deep. We have a lot of

people who have been unemployed for a long time. About 40 percent or more of all the

unemployed had been unemployed for six months or more. And, if you’re unemployed for six

months or a year or two years, your skills will start to atrophy, and your ability to get reemployed

will decline. So that is a problem clearly, and then there are many other issues that the United



States was facing even before the crisis, like federal budget deficits and those have not gone

away. Tn fact, they’ve gotten somewhat worse through the process of the recession.

So clearly, there’s been some real headwinds for our economy. That said, I think it’s really

important to understand that our economy has faced many short-term shocks in the past. Some

not so short term, but has been able to recover. We have a lot of strengths in this economy. It’s of

course the largest economy in the world, between 20 and 25 percent of all output in the world is

produced in the United States, even though we have something more like 6 percent of the world

population or less. And the reason that we are so productive has to do with the diverse set of

industries that we have; our entrepreneurial culture, which still is clearly the best in the world;

the flexibility of our labor markets and our capital markets; and our technology, which remains

one of our very strongest points. Increasingly, technology has been driving economic growth.

And with some of the finest universities in the world and research centers and as a magnet for

talented people from around the world, the United States has been very successful in the research

and development area. So, that has also been a source of ongoing growth and innovation in our

economy. Now again, we have weaknesses and the financial crisis highlighted a few. but we’ve

also tried of course to address that--and I’ll come back to it--by strengthening our financial

regulatory system.

Here’s a picture I find kind of interesting just to put a little perspective on what we’ve been

talking about for the last few lectures. The dashed line shows a constant growth rate of a little

over 3 percent in real terms. So this is a log scale, so the straight line means a constant growth

rate. And you can see that the United States economy going back to 1900 has grown pretty

consistently around 3 percent for more than a century. You can see in the 193 Os, you can see the

big swing in as the Great Depression pulled actual output below the trend line. And then you can



see the movement above the trend line during World War II. But look what happened after

World War II, we kind of went right back to the trend line. There were recessions and booms and

busts in the post-war period but remained pretty close to the trend line. Now, if you look to the

very far right, you see where we are today, we are below the trend line. There are debates about

whether or not that decline is in some way permanent. But I think there’s a reasonable chance

looking at the long run of history that the U.S. economy will return to a healthy growth

somewhere in the 3 percent range. There are factors to take into account like changes in our

population growth rate and our aging of our population and so on. But broadly speaking what

this picture shows is that over long periods of time, our economy has been successful in

maintaining long-term economic growth.

I’ll just say a few words about regulatory changes. You recall that I discussed in the last couple

of lectures the vulnerabilities in the--both the private and public sector in the financial system.

On the public side, the crisis revealed many weaknesses in our regulatory system. We saw what

happened with Lehman Brothers and AIG, and the too big to fail problem, the effects that they

had on our system. And more generally, the problem of lack of any attention to the broad

stability of the system as opposed to individual parts of the system.

So, there has been a very substantial amount of financial regulatory reform in the United States,

the biggest piece of legislation is the so called Dodd-frank Act. In United States, I’m sure you

know legislation is named after the chairmen of the relevant committees. Barney Frank is the-

was the head of the House financial Services Committee when the Democrats controlled the

House and in 2010 and Senator Chris Dodd was the head of the House--I’m sorry, the Senate

Banking Committee. And, so this Wall Street Reform and Consumer Protection Act, passed in



summer of 2010, was a comprehensive set of financial reforms addressing many of the

vulnerabilities that I talked about earlier.

Now, what were these vulnerabilities? Let me just remind you. One of them was the fact that

there was nobody sort of washing the whole system; nobody looking at the entire financial

system to look for risks and threats to overall financial stability. So, the Dodd-Frank Act, one of

the main themes of the Dodd-Frank Act is to try to create a systemic approach, one where

regulators look at the whole system and not just individual components of it. So among doing

that--among the tools to do that was the creation of a council called the Financial Stability

Oversight Council of which the Fed is a member, which helps regulators coordinate. We meet

regularly in this council and discuss economic and financial developments and talk about ways

that we can look at the whole system and try to avoid various kinds of problems.

Moreover, the Dodd-Frank Act gave all regulators a responsibility to take into account broad

systemic implications of their own individual regulatory and supervisory actions. And in

particular, the Federal Reserve has greatly restructured our supervisory divisions so that we are

looking now very comprehensively at a whole range of financial markets and financial

institutions. So that we have a big picture that we didn’t have before the crisis.

I mentioned in discussion of vulnerabilities, the rate--the many gaps in the financial system.

There were important firms, like AIG, for example, but others as well that really had no

significant comprehensive oversight by any regulatory agency. The Dodd-Frank Act provides

kind of a fail-safe in that the Financial Stability Oversight Council can designate, by vote, can

designate any institution which it views as not being adequately regulated to come under the

supervision of the Federal Reserve. And that’s a process that’s going on now. So there will not be



any more large complex, systemically critical firms that have no oversight. Likewise, the FSOC

can also designate the so called “financial market utilities” like a stock exchange or some other

major exchange to be supervised by the Fed and other agencies. So those gaps are getting closed.

We won’t have the situation that we had before the crisis.

Another set of problems had to do with too big to fail and dealing with firms that are

systemically critical. The approach to dealing with too big to fail or systemically critical

institutions is two-pronged. On the one hand, under Dodd-Frank, large complex systemically

important financial institutions are going to face tougher supervision regulation than other firms.

The Federal Reserve working with international regulators has established higher capital

requirements that these firms will be subject to including surcharges for the very largest and

most systemic firms. Rules like the Volcker rule which prohibit bank affiliates from trading

taking risky bets on their own account will try to reduce the riskiness of large firms. Stress tests,

I talked about, will be conducted. Dodd-Frank requires that large firms be stress tested by the

Fed once a year and conduct their own stress test once a year. So we’ll be comfortable, or at least,

you know, more comfortable that these firms can withstand a major shock to the financial

system.

Now, one part of tackling too big to fail is by bringing these large complex firms under tougher

scrutiny: more supervision, more capital, more stress tests, more restrictions on their activities.

But the other side of too big to fail is well, failing. In the crisis, the Fed and the other financial

agencies faced a very bad choice of either trying to prevent some large firms like AIG from

failing, which was a bad choice because it ratified too big to fail and meant that the firm was not

really punished for--adequately punished for the risk that it took. But the alternative will be to let



it fail and to have huge consequences for the whole financial system in the economy. So that’s

the too big to fail problem.

The only way to solve that problem in the end is to make it safe for a big firm to fail. And one of

the main elements of the Dodd-Frank Act is what’s called the “orderly liquidation authority,”

which has been given to the FDIC. As you probably know, the FDIC already has the authority to

shut a failing bank, and it can do that quickly and efficiently over the weekend, typically. And

depositors are made whole. And the FDIC’s ability to do that has avoided, you know, panics and

bank runs since the 1930s. Well the idea here is that the FDIC will do something similar but

instead it will do it for large complex firms, which obviously is much tougher. But in cooperation

with the Fed and with regulators from other countries, where in case of multinational firms, work

is underway to prepare. So that should it happen that a large firm comes to the brink of

insolvency and cannot be--cannot find an answer, cannot find new capital for example, that the

ability of the Fed to intervene the way we did in 2008 has been taken away. We can’t do it legally

anymore. The only option we’ll have is to work with the fDIC to safely wind down the firm and

that will ultimately reduce, or we hope eliminate the too big to fail problem.

There are many other aspects of the Dodd-Frank Act. Remember I talked about another

vulnerability was the exotic financial instruments, derivatives and so on that concentrated risk.

There’s a whole set of new rules that require more transparency about derivatives position,

standardizations of derivatives, trading of derivatives through third parties called central

counterparties. The idea here is to take derivatives and those transactions out of the shadows,

make them available and visible to both the regulators and to the markets to avoid a situation like

we saw during the crisis.



One of the shortcomings--and, again, here, the Federal Reserve did not do as good a job as it

should have in protecting consumers on the mortgage front. So the Dodd-Frank Act creates a

new agency, called the Consumer Financial Protection Bureau, which is meant to protect

consumers in their financial dealings, and that would include things like protections on the terms

of mortgages, for example.

So there’s quite a variety of these--of aspects of Dodd-Frank. It’s a large and complex bill, a lot

of complaining about the fact that it is large and complex. The regulators are doing their best to

implement these rules in a way that will be both effective and at the same time minimize the cost

to the industry and to the economy. That’s difficult, but it’s an ongoing process. We do that

through an extensive process of putting out proposed rules, gathering comments from the public,

looking at those comments, making changes to the rules and so on. And so, it’s an iterative

process by which we develop these regulatory--that put into place these regulatory standards.

And again, it’s still very much underway.

So finally, let me just conclude by saying just a couple of things about the future. Central Banks

obviously, and not just the United States but around the world, have been through a very difficult

and dramatic period, and has required a lot of rethinking about how we manage policy, how we

manage our responsibilities with respect to the financial system. In particular, during much of the

World War II period, because things were relatively stable, because financial crisis were

something that happened in emerging markets and not in developed countries, many central

banks began to view financial stability policy as kind of a junior partner to monetary policy. It

was not as important. It was something that attention was paid, to but it was not something that

to say an amount of resources and attention was paid to.



Obviously, based on the crisis and what happened and the effects that we’re still feeling, it’s now

clear that maintaining financial stability is just as an important a responsibility as monetary and

economic stability. And indeed, this is, you know, very much a return to the--where the fed

came from in the beginning. Remember the reason that Fed was created was to try to reduce the

incidents of financial panics, so financial stability was the original goal of creation of the Fed. So

now we sort of come full circle.

So, financial crises will always be with us. That is probably unavoidable. We’ve had financial

crisis for 600 years in the Western world. Periodically, they’re going to be bubbles or other

instabilities in the financial system. But given what the potential for damage is now as we’ve

seen, it’s really important for central banks and other regulators to do what we can first to try to

anticipate or prevent a crisis. But if a crisis happens, to mitigate it and to make sure the system is

strong enough that it will able to make it through the crisis intact.

So again, we began by noting the two principle tools of central banks, serving as lender of last

resort, to prevent or mitigate financial crises and using monetary policy to enhance economic

stability. In the Great Depression as I described, those tools were not used appropriately. But in

this episode, the Fed and other central banks, and I should say that there’s been a great

convergence that other major central banks have followed, or on their own have to--have

followed very similar policies to that of the Fed, that these tools have been used actively. And in

my belief in any case, we avoided--by doing that, we avoided much worse outcomes in terms of

both the financial crisis, and the depth and severity of the resulting recession. A new regulatory

framework will be helpful. But again, it’s not going to solve the problem. The only solution in

the end is for us regulators and our successors to continue to monitor the entire financial system

and to try to identify problems and to respond to them using the tools that we have. OK. So



that’s--those are my comments. We have some time and Pd be happy to take your questions,

Kelly.

Student: Thank you, Dr. Bemanke. My name is Kelly Quinn. In the first class, you touched upon

the main street versus Wall Street divide, and this has been in the back of my mind throughout

the lecture series. You’ve talked about the importance of educating the public on monetary

policy. And although this lecture series has definitely demystified the Fed for me, I think it’s

really been Wall Street, not Main Street, that’s been tuning in. So given how unpopular bank

bailouts were among many Americans struggling to pay their mortgages who don’t really

understand the importance of financial stability, do you ever see Americans reconciling these

differences?

Chairman Bernanke: Well, you’re right. It’s some of the same conflicts that we saw in the 19th

century, you know, that you see echoes of them today as well. I don’t have a simple answer to

that question. As you know, the Fed has done more outreach--the press conferences and other

kinds of tools--to try to explain what we did and what we’re doing. Clearly, the Fed is very

accountable. We testify frequently, not just myself but other members of the Board or Reserve

Bank presidents. We give speeches. We, you know, we appear in various events and so on.

It’s inherently difficult because the Fed is a complicated institution. And as you’ve seen last four

lectures, these are not simple issues. But all we can do, I think, is do our best and hope that our

educators and our media and so on will, you know, begin to carry the story and help people

understand better. So it is a difficult challenge. It is a difficult challenge and it’s--it does reflect a

tension that has been in U.S. American feelings about central banks ever since the beginning.

Sorry, Andres.



Student: Thank you, Mr. Chairman. My name is Andres. Earlier you mentioned that the Fed had

several ways to unwind the large participative scale of assets, including some income back into

the market. What guarantees that investors will be willing to buy them back in the future?

Chairman Bernanke: Well again there, first of all, we have essentially three separate types of

tools that we can use, any of which by themselves would actually allow us to unwind our

policies. But taken together, I think, gives us a lot of comfort.

First of all, we have the ability to pay interest on the reserves that banks hold with us. So, when

the time comes--whenever that time may come, whenever that time comes for the Fed to raise

interest rates, we can do so by raising the rate of interest we pay to banks on those reserves.

Banks are not going lend out the reserves that rate lower than what they can earn at the fed. And

so that will lock up those reserves, raise interest rates, and serve to tighten monetary policy. So,

that one tool by itself, even if our balance sheets stayed large, could tighten monetary policy.

The second tool we have is what’s called draining tools, and I won’t get much into this. But

basically we have various ways that we can drain the reserves from the banking system and

replace them with other kinds of liabilities even as, again, the total amount of assets on our

balance sheet is unchanged.

So, the third and final option is either to let the assets either run off as they mature or to sell

them. And, these are Treasury securities. These are government-guaranteed securities. It’s

certainly possible that the interest rate that will prevail when we sell those securities will be

higher than it is today. In other words, we’ll have to pay a higher interest rate in order to make

investors willing to acquire them. But actually, that will be part of the process, right? That will

be a time when we’re trying to raise interest rates. It’ll be the reverse of what we did when we



bought them. At that point, we’ll be trying to raise interest rates in order to exit from the easy

policy and to a policy that will allow the economy to grow in a low inflationary way.

So, I don’t think there’s any danger that investors won’t buy the assets. They’ll certainly buy them

at a higher interest rate and that, in a way, would be part of the objective of reducing the balance

sheet would be to tighten financial conditions, so as to avoid inflation concerns in the future.

Noah.

Student: Thank you. So, I read an article--and I’m sorry I don’t remember the exact source--and it

outlaid a plan to allow homeowners who have been on time with their mortgage payments to

refinance at the current lower rates sort of as a way to protect them from their housing prices

dropping. So, I was wondering whether you’ve heard of plans like that and what sort of

involvement the Fed would have or whether that would fall to the Consumer Protection Agency.

Chairman Bernanke: So, there are some programs like that, one in particular is called the HARP,

H-A-R-P program, and that’s run by the GSCs, Fannie and Freddie and by their regulator which

is called the FHFA. And on this program, if you are underwater in your mortgage, in other

words, if you’re--if you owe more on your mortgage than your house is worth, you still may be

able, under this program, if your mortgage is held by Fannie or Freddie, you may be able to

refinance at a lower interest rate, which will reduce your payments. So, that program is underway

in being expanded. It doesn’t necessarily work if your mortgage is being held by a bank because

they’re not part of this program, but they may choose voluntarily to do it. But, you know, you

might be out of luck if your mortgage is not held by Fannie and Freddie.

So, that--yes, there are programs like that. The Fed is not involved in them. Our job has been to

keep the mortgage rate low and hope that we can help homeowners. But programs like that,



which allow people to get lower payments, obviously are going to be helpful to those people

because they’ll face less financial stress, and there’d be a smaller chance that they’ll end up being

delinquent on their mortgage.

[Pause]

Student: Hi, I’m Michael Feinberg. Thank you very much. You mentioned in your lecture the

dangers of deflation from the Great Depression and more recently in Japan. And one of the

arguments for maintaining in target inflation rate above zero is to provide cushion against

possibility of deflation. Yet in the last two recessions in the United States, there’s been a pretty

significant fear of deflation causing the Fed to keep monetary policy pretty very accommodative

in the beginning of the last decade and even more so, at this point. Do you think that 2 percent is

enough of a cushion to prevent deflation? And have you considered higher inflation target rates?

Thank you.

Chairman Bernanke: Well, that’s a great question, and there’s been a lot of research on it. It

seems like the international consensus is pretty much around 2 percent. I mean almost all central

banks that have a target either have a 2 percent target or a 1 to 3 percent target or something like

that. And there’s a tradeoff here, ‘cause on the one hand, you want to have it above zero, as you

say, in order to avoid or reduce deflation risk. But on the other hand, if inflation is too high, it’s

going to create problems for markets. It’s going to make the economy less efficient. And so

there’s a tradeoff in which one level of inflation gives you at least some reasonable buffer against

deflation, but it’s not so high that it makes markets work less well. And so again, the

international consensus has been around 2 percent, and that’s sort of where the Fed has been

informally for quite a while. So that’s what we announced and that’s, you know, for the



foreseeable future, that’s where we plan to stay. But it’s obviously an issue that researchers will

continue to look at trying to address exactly that tradeoff that you’re referring to. Yeah, you.

Student: Thank you Chairman Bernanke. My name is Yuqi Wu. You mentioned one of the

biggest lessons you’ve learned from the recent financial crisis is: Monetary policy is powerful,

but it cannot solve all the problems, especially like the structure problems. So what do you think

are the effective tools that can be used to solve these structural problems in like housing and

financial and credit markets? Thank you.

Chairman Bernanke: Well, it depends on the particular set of problems. So in the case of

housing, the Federal Reserve staff wrote a white paper which analyzed the number of the issues,

talked about not just foreclosures, but also issues like: What do you do with empty houses? [The

white paper] talked about issues of how you get more appropriate mortgage origination

conditions, things of that sort. We didn’t come down with a list of actual recommendations

because that’s really up to Congress and to other agencies to determine. But we did go through a

whole list of possible approaches, which I guess I won’t try to do here.

But housing is a very complex problem, and there are many different things that could be done to

try to make it work better. And indeed, looking forward, given the problems with Fannie and

Freddie, we had some very big decisions as a country to make about what our housing finance

system is going to look like in the longer term, so a lot of issues there.

In Europe, for example, you know, there has been a very complex problem. We’ve been in close

discussions with our European colleagues. They’ve taken a number of steps. They’re right now

talking about the so-called firewall, how much money they’re going to contribute to provide us

protection against the possibility of contagion if some country defaults or fails to pay its bills.



So, each one of these issues has its own approach. In the labor market, we have the problem of

people who have been out of work for a long time. Obviously, one of the best ways to deal with

that will be some various forms of training, increasing skills. So you could just go down the list.

And basically, anything that makes our economy more productive, more efficient, and deals with

some of these long-term issues related to our fiscal problems, those are all things that would

help. And the fact that the Fed is doing what we can to try to support the recovery, you know,

should mean that no other policies are undertaken. I think it’s important that we look across the

entire government and ask, you know, what kinds of constructive steps can be taken to make our

economy stronger and to help the recovery be more sustainable. You.

Student: Thank you, Chairman. So you mentioned that the Fed is doing what it can to, you know,

to sustain the recovery and--but with unemployment at, you know, 8.3 percent and the housing

issues that you mentioned very sluggish and the problems in Europe, what other tools do you

think the Fed has to potentially fight off other issues that we’re going to have in the future?

Chairman Bemanke: Give me an example what’s--

Student: I mean that’s--I guess, you know, if--other--like just other issues that let’s say

unemployment decides to rise or the housing recovery gets worse or, you know, Portugal, Spain,

and Italy, you know. All three of those issues so-

Chairman Bemanke: Oh my, oh now, you’d cost me a night’s sleep now. [Laughter] Well, I’ve

described--what I described today was basically, in these lectures, is basically what the toolkit is

for the Federal Reserve and other central banks. I mean, we have lender of last resort authority.

We still have that. It’s been modified in some ways by the Dodd-Frank, but strengthened in some

ways and reduced in some ways. So between that and our financial regulatory authorities, we



want to make sure our financial system is strong. And we’ve worked particularly hard to make

sure that we do everything we can to protect our financial system and our economy from

anything that might happen in Europe, you know.

So, that whole set of tools is still very much available and in play should there be any new

problems in financial markets. Then on the monetary side, I’ve described to you, I don’t have any

completely new monetary tools. But we have the tools we’ve used and--and our interest rate

policies, and you know, we can continue to use monetary policy as appropriate as the outlook

changes to try to achieve the appropriate recovery while still maintaining, you know, price

stability, which is, of course, the other half of the federal Reserve mandate.

So we have these two basic sets of tools. We’ll have to continue to use them and--and continue to

evaluate where the economy is going and use them appropriately. We don’t have, you know, lots

of other tools. And that’s why I was saying earlier that we really need an effort across different

parts of the government, and indeed, the private sector to do what can be done to get our

economy back on its feet. Max. I think this has to be the last question.

Student: Thank you, Dr. Chairman. You spoke a lot about the economic recovery and that while

it is painfully slow, there is a clear recovery happening. My question is, what are the key

indicators that you and the federal Reserve are looking at that would suggest that the private

sector has begun self-sustaining this economic recovery and that the Fed may begin to tighten

monetary policy?

Chairman Bemanke: Well, that’s a great question. So, you know first, one set of indicators that

has been looking better lately and we’ve been paying a lot of attention to is developments in the



labor market, you know, jobs, unemployment rate, unemployment insurance claims, hours of

work, all of those indicators suggest that labor market strengthening. And indeed, employment is

one of our two mandates, one of our two objectives. So clearly, that’s something we’d like to see

sustained. We’d like to see a continued improvement in the labor market.

As I talked about in the speech I gave on Monday, it’s much more likely that that will be

sustained if we also see increases in overall demand and overall growth. So we’ll continue to

look at indicators of consumer spending and consumer sentiment, capital plans, capital

expenditures, indicators of optimism on the part of firms, those kinds of things to see where

production and demand are going to go. And then, of course, as always, we have to look at the--

at the inflation side and--and be comfortable that price stability will be maintained and that

inflation will be low and stable. So those are the things we’ll be--we’ll be looking at, and the

there is no simple formula. But, as the economy strengthens then--and becomes more self-

sustaining, then at some point, obviously, the need for so much support from the Fed will begin

to diminish.

I really want to express my appreciation for the, you know, for this class. I think you guys have

been, you know, really obviously engaged and your questions have been terrific and thanks for

giving me this chance. Thank you.

[Applause]

Dr. Tim Fort: Just a couple of things that I’d like to say before we all run off. And first of all, I

would like to acknowledge a special guest that is here today. In early December, I had an e-mail

from Susan Phillips about the Federal Reserve’s interest of having Chairman Bernanke come

over to GW and do some presentations, which is about as specific as we were at that time. Susan



Phillips is the former Dean of the GW Business School and also a former Federal Reserve

Governor. And she is the matchmaker, she is the one who made this happen. So welcome and we

thank you very much [applause] for what you did to make this happen.

Second obviously, I have to thank the Chairman and also the Chairman’s staff. At every turn over

the last three months, I kept getting the same message from them, which was “Tim, this is your

class.” And I think that’s extraordinary. I mean when you get into this, agreeing to do this kind of

a program, frankly, you wonder whether a powerful organization like that might run over you.

They never did, and maybe it’s because their boss is a professor himself. But I could not possibly

have asked for a better group of people who are more respectful of the educational process in all

of the planning that went into this, capped by four very stimulating lectures that the Chairman

gave. And so I would like to thank the Federal Reserve and the Chairman for all of that as well.

Third, there’re a lot of people at GW that did a heck of a lot of work for this, from information

technology to media relations and everybody in between. So thank you all for that.

And then finally, by the way, students and faculty, remember we’re going next door. We have a

small little gathering with the Chairman. But, I know that there is some people on the back row

here, and also some people who arc watching here who have been enjoying this. And Ijust want

to let you know, the class has just begun. We’re going to be having an engaged dialogue next

week on the Chairman’s remarks. And then we’re going to be looking at other issues pertaining to

the Fed, the constitutionality of the Fed, its independence from the political sector, from the

banking sector, China, Europe, sociology and finance, consumer protection--Consumer

Protection Bureau, and even whether the Fed and central banking might have an impact on

reducing violence in the world. I mean we’ve got a full agenda here. [Laughter] And so I



welcome you to come back. It won’t be live streamed on the Fed, but we will be recording these

and posting on the GW website so we can watch it afterward.

So, this has been a fabulous start, as fabulous as a start that any class could possibly imagine to

begin. But we’ve got a lot to go and we’ve got some of the finest professors around this university

that are going to come in. And so I encourage you to hang around. It’s going to be a great ride.

So again, thank you, Mr. Chairman. Thank you all for coming and I look forward to the rest of

the class.

Thank you.

[Applause]
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The Federal Reserve’s response to the financial crisis and actions to
foster maximum employment and price stability

The Federal Reserve responded aggressively to the financial crisis that emerged in the summer of 2007. The
reduction in the target federal funds rate from 5-1/4 percent to effectively zero was an extraordinarily rapid easing in
the stance of monetary policy. In addition, the Federal Reserve implemented a number of programs designed to
support the liquidity of financial institutions and foster improved conditions in financial markets. These programs
led to significant changes to the Federal Reserve’s balance sheet.

While many of the crisis-related programs have expired or been closed, the Federal Reserve continues to take actions
to fulfill its statutory objectives for monetary policy: maximum employment and price stability. Over recent years,
many of these actions have involved substantial purchases of longer-term securities aimed at putting downward
pressure on longer-term interest rates and easing overall financial conditions.

The tools described in this section can be divided into
Related three groups. The first set of tools, which are closely tied

to the central bank’s traditional role as the lender of last
resort involve the provision of short-term liquidity toPolicy Implementation Framework . . .banks and other depository institutions and other financial
institutions. The traditional discount window, TermThe Crisis and Policy Response . . . .

Auction Facility (TAF), Primary Dealer Credit Facility
Speech by Chairman Ben S. Bemanke, Jan. 13, (PDCF), and Term Securities Lending Facility (TSLF) fall



2009 into this category. Because bank funding markets are
global in scope, the Federal Reserve also approved

The Federal Reserve’s Policy Actions duringth bilateral currency swap agreements with several foreign
central banks. The swap arrangements assist these centralFinancial Crisis and Lessons for the Future . .. . .

banks in their provision of dollar liquidity to banks in their
Speech by Vice Chairman Donald L. Kohii, May jurisdictions.
13, 2010

A second set of tools involve the provision of liquidity

Semiannual Monetary Policy Report to the directly to borrowers and investors in key credit markets.
The Commercial Paper Funding Facility (CPFF), Asset-
Backed Commercial Paper Money Market Mutual Fund

Testimony by Chairman Ben S. Bernanke, February Liquidity Facility (AMLF), Money Market Investor

26 2013 Funding Facility (MMIFF), and the Term Asset-Backed
Securities Loan Facility (TALF) fall into this category. All
of the programs in the first two sets of tools are described

in detail elsewhere on this website.

As a third set of instruments, the Federal Reserve expanded its traditional tool of open market operations to support
the functioning of credit markets, put downward pressure on longer-term interest rates, and help to make broader
financial conditions more accommodative through the purchase of longer-term securities for the Federal Reserve’s
portfolio. For example, starting in September 2012, the FOMC decided to increase policy accommodation by
purchasing agency-guaranteed mortgage-backed securities (MBS) at a pace of $40 billion per month in order to
support a stronger economic recovery and to help ensure that inflation, over time, is at the rate most consistent with
its dual mandate. In addition, starting in January 2013, the Federal Reserve began purchasing longer-term Treasury
securities at a pace of $45 billion per month. In December 2013, the FOMC announced a modest reduction in the
monthly pace of asset purchases and indicated it would likely reduce the pace of asset purchases in further measured
steps at future meetings if incoming data pointed to continued improvement in labor market conditions and inflation
moving back toward the Committee’s 2 percent longer-run objective.

A Return to top
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2008 financial crisis
(Collapse/bailout phase): September/October 2008

What the Fed did

• About a week later the government bailed out American International Group
Inc., or AIG, with $85 billion.

• The Treasury and the Federal Reserve began working on a $700 billion
bailout plan.

• President George W. Bush signed the bailout plan into law Oct. 3.

• Weeks later, on Oct. 29, the Fed cut the key interest rate to 1 percent.

What was expected

The government claimed the bailout was necessary to provide stability in

the economy and prevent disruption in the financial system. The interest

rate cut aimed to revive the economy, help free up credit and make loans

cheaper to consumers and businesses.

What happened

The financial markets remained in turmoil for several months. Credit

remains tight to this day, although it loosened significantly compared to

when lending nearly came to a halt during the collapse period. Mortgage

rates fell significantly after the interest rate cut and amid expectations that

the Fed would start buying mortgage-backed securities.

How mortgage rates reacted during the collapse and
subsequent bailout

Note: Mortgage figures are from Bankrate’s weekly national survey of large

lenders.
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• On Sept. 8, 2008, the U.S. Treasury seized control of mortgage giants Fannie
Mae and Freddie Mac and pledged a $200 billion cash injection to help the
companies cope with mortgage default losses.

• The Fed refused to save Lehman Brothers and the company was forced to file
for bankruptcy, Some of the largest financial institutions were on the verge of
collapse as the mortgage market melted down. As the crisis hit the global
market, the credit freeze spread.
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QE1 begins
Nov 25, 2008- March 31, 2010
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Wage gains deliver mixed news
Higher mortgage rates are coming,

- maybe soon. That’s what the January
employment report implies Read
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What the Fed did

• The Fed initiated purchases of $500 billion in mortgage-backed securities.

• It announced purchases of up to $100 billion in debt obligations of mortgage
giants Fannie Mae, Freddie Mac, Ginnie Mae and Federal Home Loan Banks.

• The Fed cut the key interest rate to near zero, Dec. 16, 2008.

• In March 2009, the Fed expanded the mortgage buying program and said it
would purchase $750 billion more in mortgage-backed securities.

• The Fed also announced it would invest another $100 billion in Fannie and
Freddie debt and purchase up to $300 billion of longer-term Treasury
securities over a period of six months.

• The quantitative easing program, or QE1, concluded in the first quarter of
2010, with a total of $1.25 trillion in purchases of mortgage-backed securities
and $175 billion of agency debt purchases.

What was expected

The Fed wanted to lower mortgage interest rates and increase the

availability of credit for homebuyers to help support the housing market and

improve financial market conditions.

What happened

Mortgage rates dropped significantly, to as low as 5 percent, about a year

after QE1 started.

How mortgage rates
reacted during QEI %

Note: Mortgage figures are from

Bankrate’s weekly national

survey of large lenders.

• After completing the purchase of $1.25 trillion in mortgage-backed securities,
$300 billion in Treasury bonds and $175 billion in federal agency debt, the
Fed ended QE1.

• QE1 was initially open-ended. The Fed did not set an end date for the
program until about six months out, as it slowed the buying pace.
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Contrary to analysts’ expectations, mortgage rates tumbled after the

program ended.

What happened

Mortgage rates dropped significantly, to as low as 5 percent, about a year

after QE1 started.

How mortgage rates
reacted after QEI ended

Note: Mortgage figures are from

Bankrate’s weekly national

survey of large lenders.

QE2

QE2 begins
Nov 3,2010 - June 30, 2011

What the Fed did

• The Fed continued to reinvest payments on securities purchased during the
QE1 program.

• In addition, it began the purchase of $600 billion of longer-term Treasury
securities.

What was expected

The Fed said QE2 would help promote a stronger pace of economic

recovery. Industry observers expected QE2 to keep mortgage rates low or

push the rates lower.

What happened

Contrary to what was expected, mortgage rates spiked more than half a

percentage point in a little more than a month after QE2 started, When the

program ended, the 30-year fixed-rate mortgage was about 30 basis points

higher than it was when QE2 started.

How mortgage rates
reacted during QE2

Note: Mortgage figures are from

Bankrate’s weekly national

survey of large lenders.

End of QE2
June 30, 2011

What the Fed did

As previously announced, the Fed concluded its $600 billion bond purchasing
program.

• QE2 was conducted at an even pace, and the end date was telegraphed from
the start of the program.
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When the program was about to end, some mortgage experts feared rates

would rise.

What happened

Mortgage rates have tumbled since QE2 ended and have recently reached

record lows.

How mortgage rates
30-year fixed-rate mortgage

reacted to the end of the %

QE2

Note: Mortgage figures are from 48
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QE3

QE3 begins
Sept. 13,2012to Dec. 18, 2013

What the Fed did

• The Fed is planning to buy another $40 billion in mortgage-backed
investments each month until the economy improves. That’s on top of the
tens of billions of dollars in mortgages it already had been buying each month,
making U.S. banks flush with cash.

• The central bank continues to sell short-term bonds and use the money to buy
long-term bonds.

• The time period during which the Fed will keep interest rates near zero was
extended from the end of 2014 to mid-2015.

What was expected

QE3 was expected to hold rates down or reduce them on mortgages and

other financial instruments. It was hoped that with a new cash injections,

banks would lend out the money and give the economy a boost.

What happened

bounced up and down.

How mortgage rates
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What the Fed did

The Fed begins to reduce its $85 billion-per-month asset purchases

by $10 billion per month at each Fed meeting, cutting them to $35

billion in June.
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The central bank continues to keep the federal funds rate at zero to

0.25 percent, and expects to keep it there at least as long as:

o The Fed reaches its goal of maximum employment, and

o The inflation rate hovers around the committee’s 2 percent goal.

What was expected

The Fed intended for mortgage rates to remain low. The central bank

pointed out that it was still spending tens of billions of dollars a month to

“maintain downward pressure on longer-term interest rates, support

mortgage markets” and promote economic recovery.

What happened

Months before tapering began, mortgage rates rose in anticipation. When

the announcement finally was made in December 2013, mortgage rates

rose for a couple of weeks. They have declined since then. In the brief time

since tapering began, the effect on home prices can’t be separated from

housing supply and demand.

How mortgage rates
have reacted since
tapering began

Note: Mortgage figures are from

Bankrate’s weekly national

survey of large lenders.

L!k 160 people like this. Be the first of your [ g+i J
Linkedln

Delicious Reddit Stumbleupon Email story

More On The Federal Reserve:

Federal Reserve news

How the federal funds rate affects finances

BIog: Keeping up with the Federal Reserve Create a news alert for “federal reserve

Updated: March 77, 2074

%
4.70

30-year fixed-rate mortgage

4.65

4.60

4.55

SHARE THIS STORY

Safari Power Saver
CtRJSRffffSu]i

267% APR
[s loan amount

tendwUm

Related Links:

What did the Federal Reserve say?

Federal Reserve preview: No summer
blockbuster

Study: Fed actions worked during mettdown

Related Articles:
What did the Fed say?

Cow rates ruin retirement

Fed’s midaeason episode

Polyana da Costa covers mortgages and housing topics for Bankrate.com. She has been interviewed as a
real estate expert by various news outlets, including ABC News Radio, CBS Radio and local NBC affiliates.

She also has been cited by Forbes.com and quoted by U.S. News & World Report, the Fiscal Times and

The Street.com among others. Connect with Polyana da Costa on Google+.

Uk, 160 people like this. Be the first of your friends. Share

Bankrate.com’s editorial, corrections policy



[1 Bankrate’s community sharing policy

5 Comments Bankrate, Inc. • Login

Sort by Newest Recommend t± Share

Join the discussion...

Juan Reynoso 2 months ago

The financial health of the United States continue to be our

biggest challenge, the economic damage done by the 2008 crisis it is not

totally in control, the strategy of the Federal Reserve Bank it is not working;

jobs and increasing productivity is the solution not the injection of trillions

of Dollars of easy and cheap money that resulted in this huge private debt that

will create the next economic crisis.

Washington needs to work on a sound economic policy, a

gradual tightening of fiscal policy and structural reform is in need to restore

fiscal stability on our country. Our next economic crisis is coming is a matter

of time, we are in a one way path our private debt is huge and it was created

by cheap money that was invested in the production of oil by franking. The

lower price of oil helps the average consumer and retail sales but will demise

the franking oil industry and will create the next economic crisis. Now is the

time to prepare for the next crisis.

The news media will never tell you the truth about the low

oil prices. Reality is pure basic economic. The weak demand for oil in the USA

see more

Reply . Share’

This comment was deleted,

David L 4 Guest 5 months ago

You need to put down the crackpipe.

5 j . Reply . Share’

ThreeCheeseFondue 8 months ago

Hmm, “QE3 begins” section says Sept. 13, 2012 to Dec. 18, 2013 but really it’s

Sept. 13, 2012 to the present time, because it hasn’t finished.

“QE3 tapered” should be renamed “QE3 tapering begins”.

In other words, it should be made clear that QE3 has not been stopped, is not

being stopped, is not being exited. It’s merely a reference to a reduction in the

rate of increase of the asset buying.

1 “ . Reply . Share’

lefferysikes . a year ago

What the author missed was the relationship of the QE and interest rate

derivatives, especially interest rate swaps which are making the financial

institutions very wealthy (about 5-7 trillion/yr). The total of interest rate swaps is

about 200 trillion dollars. The purpose of QE was bank liquidity not home interest

rates.

1 ‘% ‘
. Reply . Share’

Grip2Ol3 4 Iefferysikes a year ago

That’s probably because the author, like the lay person, does not

understand the derivative, credit swap business that underpins the global

banking systems.
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Press Release

FEDERAL RESERVE press release

__

Release Date. September 13, 2012

For immediate release

Information received since the Federal Open Market Committee met in August suggests that
economic activity has continued to expand at a moderate pace in recent months. Growth in
employment has been slow, and the unemployment rate remains elevated. Household spending has
continued to advance, but growth in business fixed investment appears to have slowed. The housing
sector has shown some further signs of improvement, albeit from a depressed level. Inflation has
been subdued, although the prices of some key commodities have increased recently. Longer-term
inflation expectations have remained stable.

Consistent with its statutory mandate, the Committee seeks to foster maximum employment and
price stability. The Committee is concerned that, without further policy accommodation, economic
growth might not be strong enough to generate sustained improvement in labor market conditions.
Furthermore, strains in global financial markets continue to pose significant downside risks to the
economic outlook. The Committee also anticipates that inflation over the medium term likely would
run at or below its 2 percent objective.

To support a stronger economic recovery and to help ensure that inflation, over time, is at the rate
most consistent with its dual mandate, the Committee agreed today to increase policy
accommodation by purchasing additional agency mortgage-backed securities at a pace of $40 billion
per month. The Committee also will continue through the end of the year its program to extend the
average maturity of its holdings of securities as announced in June, and it is maintaining its existing
policy of reinvesting principal payments from its holdings of agency debt and agency mortgage-
backed securities in agency mortgage-backed securities. These actions, which together will increase
the Committee’s holdings of longer-term securities by about $85 billion each month through the end
of the year, should put downward pressure on longer-term interest rates, support mortgage markets,
and help to make broader financial conditions more accommodative.

The Committee will closely monitor incoming information on economic and financial developments
in coming months. If the outlook for the labor market does not improve substantially, the Committee
will continue its purchases of agency mortgage-backed securities, undertake additional asset
purchases, and employ its other policy tools as appropriate until such improvement is achieved in a
context of price stability. In determining the size, pace, and composition of its asset purchases, the
Committee will, as always, take appropriate account of the likely efficacy and costs of such
purchases.

To support continued progress toward maximum employment and price stability, the Committee
expects that a highly accommodative stance of monetary policy will remain appropriate for a
considerable time after the economic recovery strengthens. In particular, the Committee also
decided today to keep the target range for the federal funds rate at 0 to 1/4 percent and currently



anticipates that exceptionally low levels for the federal funds rate are likely to be warranted at least
through mid-2015.

Voting for the FOMC monetary policy action were: Ben S. Bemanke, Chairman; William C.
Dudley, Vice Chairman; Elizabeth A. Duke; Dennis P. Lockhart; Sandra Pianalto; Jerome H. Powell;
Sarah Bloom Raskin; Jeremy C. Stein; Daniel K. Tarullo; John C. Williams; and Janet L. Yellen.
Voting against the action was Jeffrey M. Lacker, who opposed additional asset purchases and
preferred to omit the description of the time period over which exceptionally low levels for the
federal funds rate are likely to be warranted.

Statement Regarding Transactions in Agjjy Mortgage-Backed Securities and Treasury Securities

Related Information

FOMC meeting calendars and information

Economic pjections materials

Press conference
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Quantitative easing
From Wikipedia, the free encyclopedia

Quantitative easing (QE) is monetary policy used by a central bank to stimulate an economy when standard

monetary policy has become ineffective.112131 A central bank implements quantitative easing by buying
specified amounts of financial assets from commercial banks and other private institutions, thus raising the

prices of those financial assets and lowering their yield, while simultaneously increasing the monetary base.4151
This differs from the more usual policy of buying or selling short-term government bonds in order to keep

interbank interest rates at a specified target value.61718191

Expansionary monetary policy to stimulate the economy typically involves the central bank buying short-term

government bonds in order to lower short-term market interest rates.’ 1O111[121[131 However, when short-term

interest rates reach or approach zero, this method can no longer workP41 In such circumstances monetary
authorities may then use quantitative easing to further stimulate the economy by buying assets of longer
maturity than short-term government bonds, thereby lowering longer-term interest rates further out on the yield

curve. [15] [16]

Quantitative easing can help ensure that inflation does not fall below a target.91 Risks include the policy being
more effective than intended in acting against deflation (leading to higher inflation in the longer term, due to

increased money supply),’71 or not being effective enough if banks do not lend out the additional reservesP81
According to the International Monetary Fund and various economists, quantitative easing undertaken since the

global financial crisis of 2007—08 has mitigated some of the adverse effects of the crisis.’91t201211
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Process

Quantitative easing is distinguished from standard central banking monetary policies, which are usually enacted
by buying or selling government bonds on the open market to reach a desired target for the interbank interest
rate. However, if a recession or depression continues even when a central bank has lowered interest rates to
nearly zero, the central bank can no longer lower interest rates. The central bank may then implement a set of
tactics known as quantitative easing. This policy is often considered a last resort to stimulate the

economy.1221 [23]

A central bank enacts quantitative easing by purchasing—without reference to the interest rate—a set quantity of

bonds or other financial assets on financial markets from private financial institutions.181241 The goal of this
policy is to facilitate an expansion of private bank lending; if private banks increase lending, it would increase
the money supply. Additionally, if the central bank also purchases financial instruments that are riskier than
government bonds, it can also lower the interest yield of those assets.

Quantitative easing, and monetary policy in general, can only be carried out if the central bank controls the
currency used in the country. The central banks of countries in the Eurozone, for example, cannot unilaterally
expand their money supply and thus cannot employ quantitative easing. They must instead rely on the European

Central Bank (ECB) to enact monetary policyJ251

History

Before 2007



Quantitative easing was first used by the Bank of Japan (B 01) to fight domestic deflation in the early

2000s.[15][261[271[28] According to the Bank of Japan, the central bank adopted quantitative easing

1, rydteki kin ‘yt kanwa) on 19 March 2001 •[29j [301

The Bank of Japan had for many years, and as late as February 2001, claimed that ‘quantitative easing ... is not

effective’ and rejected its use for monetary po1icy.31 The BOJ had maintained short-term interest rates at close
to zero since 1999. Under quantitative easing, the BOJ flooded commercial banks with excess liquidity to
promote private lending, leaving them with large stocks of excess reserves and therefore little risk of a liquidity

shortageJ32l The BOJ accomplished this by buying more government bonds than tvould be required to set the
interest rate to zero. It later also bought asset-backed securities and equities and extended the terms of its

commercial paper—purchasing operation. [331

The BOJ increased the commercial bank current account balance from if5 trillion to ‘35 trillion (approximately
US$300 billion) over a four-year period starting in March 2001. The BOJ also tripled the quantity of long-term
Japan government bonds it could purchase on a monthly basis.

After 2007

Since the advent of the global financial crisis of 2007—08, similar policies have been used by the United States,
the United Kingdom, and the Eurozone. Quantitative easing was used by these countries because their risk-free
short-term nominal interest rates were either at or close to zero. In the United States, this interest rate is the
federal funds rate; in the United Kingdom, it is the official bank rate.

During the peak of the financial crisis in 2008, the US Federal Reserve expanded its balance sheet dramatically
by adding new assets and new liabilities without “sterilizing” these by corresponding subtractions. In the same
period, the United Kingdom also used quantitative easing as an additional arm of its monetary policy in order to

alleviate its financial crisis.3413511361

US QE1, QE2, and QE3

The US Federal Reserve held between $700 billion and $800 billion of Treasury notes on its balance sheet
before the recession. In late November 2008, the Federal Reserve started buying $600 billion in mortgage-

backed securities.371 By March 2009, it held $1.75 trillion of bank debt, mortgage-backed securities, and
Treasury notes; this amount reached a peak of $2.1 trillion in June 2010. Further purchases were halted as the
economy started to improve, but resumed in August 2010 when the Fed decided the economy was not growing
robustly. After the halt in June, holdings started falling naturally as debt matured and were projected to fall to
$1.7 trillion by 2012. The Fed’s revised goal became to keep holdings at $2.054 trillion. To maintain that level,

the Fed bought $30 billion in two- to ten-year Treasury notes every month.381

In November 2010, the Fed announced a second round of quantitative easing, buying $600 bilLion of Treasury

securities by the end of the second quarter of 2011 J391[40l The expression “QE2” became a ubiquitous nickname

in 2010, used to refer to this second round of quantitative easing by US central banks.411 Retrospectively, the

round of quantitative easing preceding QE2 was called “QEl “



A third round of quantitative easing, QE3, was
announced on September 13, 2012. In an 11—1 vote,
the Federal Reserve decided to launch a new $40
billion per month, open-ended bond purchasing
program of agency mortgage-backed securities.
Additionally, the Federal Open Market Committee
(FOMC) announced that it would likely maintain the
federal funds rate near zero ‘at least through

2015.’ [44][45] According to NASDAQ.com, this is
effectively a stimulus program that allows the
Federal Reserve to relieve $40 billion per month of

commercial housing market debt risk.461 Because of
its open-ended nature, QE3 has earned the popular

nickname of “QE-Infinity.”471 On 12 December
2012, the FOMC announced an increase in the
amount of open-ended purchases from $40 billion to

$85 billion per month.481

‘US Federal Reserve Tresury aiid Mo g.-aCk.d &ajrtles Held

______

Federal Reserve Holdings of Treasury Notes (blue) and
Mortgage-Backed Securities (red)

On 19 June 2013, Ben Bernanke announced a “tapering” of some of the Fed’s QE policies contingent upon
continued positive economic data. Specifically, he said that the Fed could scale back its bond purchases from

$85 billion to $65 billion a month during the upcoming September 2013 policy meeting.491 He also suggested

that the bond-buying program could wrap up by mid-2014.501 While Bernanke did not announce an interest rate
hike, he suggested that if inflation followed a 2% target rate and unemployment decreased to 6.5%, the Fed
would likely start raising rates. The stock markets dropped by approximately 4.3% over the three trading days
following Bernanke’s announcement, with the Dow Jones dropping 659 points between the 19th and 24 June,

closing at 14,660 at the end of the day on June 24.[511 On September 18, 2013, the Fed decided to hold off on

scaling back its bond-buying program,521 and later began tapering purchases the next year—February

Purchases were halted on October 29, 20l4 after accumulating $4.5 trillion in assets.551

United Kingdom

During its QE program, the Bank of England bought gilts from financial institutions, along with a smaller

amount of relatively high-quality debt issued by private companies.561 The banks, insurance companies, and
pension funds could then use the money they received for lending or even to buy back more bonds from the
bank. Further, the central bank could lend the new money to private banks or buy assets from banks in exchange
for currency. These measures have the effect of depressing interest yields on government bonds and similar

investments, making it cheaper for business to raise capital.571 Another side effect is that investors will switch

to other investments, such as shares, boosting their price and thus encouraging consumption.561 QE can reduce
interbank overnight interest rates and thereby encourage banks to loan money to higher interest-paying and
financially weaker bodies.

The Bank of England had purchased around £165 billion in assets as of September 2009 and around £175 billion

in assets by the end of October 2009.[58] At its meeting in November 2009, the Monetary Policy Committee
(MPC) voted to increase total asset purchases to £200 billion. Most of the assets purchased have been UK
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government securities (guts); the Bank has also purchased smaller quantities of high-quality private-sector

assets.591 In December 2010, MPC member Adam Posen called for a £50 billion expansion of the Bank’s
quantitative easing programme, while his colleague Andrew Sentance has called for an increase in interest rates

due to inflation being above the target rate of 2%.[601 In October 2011, the Bank of England announced that it

would undertake another round of QE, creating an additional £75 billion J611 In February 2012 it announced an

additional £50 bi11ion.621 In July 2012 it announced another £50 bi11ion,631 bringing the total amount to £375

billion. The Bank has said that it will not buy more than 70% of any issue of government debt.641 This means
that at least 30% of any issue of government debt will have to be purchased and held by institutions other than
the Bank of England. In 2012 the Bank estimated that quantitative easing had benefited households differentially

according to the assets they hold; richer households have more assets.165

Europe

The European Central Bank said that it would focus on buying covered bonds, a form of corporate debt. It

signalled that its initial purchases would be worth about €60 billion in May 2009.[661

At the beginning of 2013, the Swiss National Bank had the largest balance sheet relative to the size of the
economy it was responsible for, at close to 100% of Switzerland’s national output. A total of 12% of its reserves
tvere in foreign equities. By contrast, the US Federal Reserve’s holdings equalled about 20% of US GDP, while

the European Central Bank’s assets were worth 30% of GDP.671

In a dramatic change of policy, on 22 January 2015 Mario Draghi, President of the European Central Bank,
announced an ‘expanded asset purchase programme’: where €60 billion per month of euro-area bonds from
central governments, agencies and European institutions would be bought. The stimulus was planned to last
until September 2016 at the earliest with a total QE of at least €1.1 trillion. Mario Draghi announced the
programme would continue: ‘until we see a continued adjustment in the path of inflation’, referring to the ECB’s

need to combat the growing threat of deflation across the eurozone in early 2015.[6$1[691

Scandinavia

Swedish National Bank launched quantitative easing in February 2015, announcing government bond purchase

of nearly 1.2 billion USD.701 The annualised inflation rate in January 2015 was minus 0.3 percent, and the bank

implied that Sweden’s economy could slide into deflation.701

Japan after 2007 and Abenomics

In early October 2010, the Bank of Japan announced that it would examine the purchase of Y5 trillion (US$60
billion) in assets. This was an attempt to push down the value of the yen against the US dollar in order to

stimulate the domestic economy by making Japanese exports cheaper; it did not work.711

On 4 August 2011 the BOJ announced a unilateral move to increase the commercial bank current account

balance from Y40 trillion (US$504 billion) to a total of Y50 trillion (US$630 billion).721731 In October 2011, the

Bank expanded its asset purchase program by I5 trillion ($66bn) to a total of Y55 tril1ion.741



On 4 April 2013, the Bank of Japan announced that it would expand its asset purchase program by 60 to 70
trillion Yen a year. https://www.boj.or.jp/en/mopo/outline/qqe.htm/

The Bank hoped to bring Japan from deflation to inflation, aiming for 2% inflation. The amount of purchases

was so large that it was expected to double the money supply.t751 This policy has been named Abenomics, as a
portmanteau of economic policies and ShinzO Abe, the current Prime Minister of Japan.

On 31 October 2014, the Boj announced the expansion of its bond buying program, to now buy 80 trillion Yen

of bonds a yearJ761

Effectiveness

According to the International Monetary Fund (IMF), the quantitative easing policies undertaken by the central
banks of the major developed countries since the beginning of the late-2000s financial crisis have contributed to
the reduction in systemic risks following the bankruptcy of Lehman Brothers. The IMF states that the policies
also contributed to the improvements in market confidence and the bottoming-out of the recession in the G7

economies in the second half of 2009.[191

Economist Martin Feldstein argues that QE2 led to a rise in the stock market in the second half of 2010, which

in turn contributed to increasing consumption and the strong performance of the US economy in late 2010.[2h1

Former Federal Reserve Chairman Alan Greenspan calculated that as of July 2012, there was “very little impact

on the economy. I? [771 Federal Reserve Governor Jeremy Stein has said that measures of quantitive easing such as

large-scale asset purchases “have played a significant role in supporting economic activity” [2O]

Economic impact

Quantitative easing may cause higher inflation than desired if the amount of easing required is overestimated

and too much money is created by the purchase of liquid assets.t171 On the other hand, QE can fail to spur
demand if banks remain reluctant to lend money to businesses and households. Even then, QE can still ease the
process of deleveraging as it lowers yields. However, there is a time lag between monetary growth and inflation;
inflationary pressures associated with money growth from QE could build before the central bank acts to counter

them.t781 Inflationary risks are mitigated if the system’s economy outgrows the pace of the increase of the
money supply from the easing. If production in an economy increases because of the increased money supply,
the value of a unit of currency may also increase, even though there is more currency available. For example, if
a nation’s economy were to spur a significant increase in output at a rate at least as high as the amount of debt
monetized, the inflationary pressures would be equalized. This can only happen if member banks actually lend
the excess money out instead of hoarding the extra cash. During times of high economic output, the central bank
always has the option of restoring reserves to higher levels through raising interest rates or other means,
effectively reversing the easing steps taken.

Increasing the money supply tends to depreciate a country’s exchange rates relative to other currencies, through
the mechanism of the interest rate. Lower interest rates lead to a capital outflow from a country, thereby
reducing foreign demand for a country’s money, leading to a weaker currency. This feature of QE directly
benefits exporters living in the country performing QE, as well as debtors, since the interest rate has fallen,



meaning there is less money to be repaid. However, it directly harms creditors as they earn less money from
lower interest rates. Devaluation of a currency also directly harms importers, as the cost of imported goods is

inflated by the devaluation of the currency.791

Neil Irwin wrote in The New York Times in October 2014 that the QE programs of the U.S. Federal Reserve
likely contributed to:

• Lower interest rates for corporate bonds and mortgage rates, helping support housing prices;

• Higher stock market valuation, in terms of a higher price-earnings ratio for the S&P 500 index;

• Increased inflation rate and investor’s expectations for future inflation;

• Higher rate of job creation; and

• Higher rate of GDP growth [8O]

Risks

Economists such as John Taylor811 believe that quantitative easing creates unpredictability. Since the increase in
bank reserves may not immediately increase the money supply if held as excess reserves, the increased reserves

create the danger that inflation may eventually result when the reserves are loaned out.821

Impact on savings and pensions

In the European Union, World Pensions Council (WPC) financial economists have also argued that artificially
low government bond interest rates induced by QE will have an adverse impact on the underfunding condition
of pension funds, since ‘without returns that outstrip inflation, pension investors face the real value of their

savings declining rather than ratcheting up over the next few years” •[831{841

Housing market over-supply and QE3

The only member of the Federal Open Market Committee to vote against QE3, Richmond Federal Reserve Bank
President Jeffrey M. Lacker, said,

The impetus ... is to aid the housing market. That’s an area that’s fallen short in this recovery. In
most other U.S. postwar recoveries, we’ve seen a pretty sharp snap back in housing. Of course, the
reason it hasn’t come back in this recovery is that this recession was essentially caused by us
building too many houses prior to the recession. We still have a huge overhang of houses that
haven’t been sold that are vacant. And it’s going to take us a while before we want the houses we

have, much less need to build more •[85j

Capital flight



The new money could be used by the banks to invest in emerging markets, commodity-based economies,
commodities themselves, and non-local opportunities rather than to lend to local businesses that are having

difficulty getting loans.861

Increased income and wealth inequality

According to CNBC’s Robert Frank, a Bank of England report shows that its quantitative easing policies had

benefited mainly the wealthy, and that 40% of those gains went to the richest 5% of British households.871881
Dhaval Joshi of BCA Research wrote that QE cash ends up overwhelmingly in profits, thereby exacerbating

already extreme income inequality and the consequent social tensions that arise from it’ [88] Anthony Randazzo
of the Reason Foundation wrote that QE “is fundamentally a regressive redistribution program that has been
boosting wealth for those already engaged in the financial sector or those who already own homes, but passing

little along to the rest of the economy. It is a primary driver of income inequality •[88]

In May 2013, Federal Reserve Bank of Dallas President Richard Fisher said that cheap money has made rich

people richer, but has not done quite as much for working Americans.891

Criticism by BRIC countries

BRIC countries have criticized the QE carried out by the central banks of developed nations. They share the
argument that such actions amount to protectionism and competitive devaluation. As net exporters whose
currencies are partially pegged to the dollar, they protest that QE causes inflation to rise in their countries and

penalizes their industries.9019 1J[92J[93]

Comparison with other instruments

Qualitative easing

Professor Willem Buiter of the London School of Economics has proposed a terminology to distinguish
quantitative easing, or an expansion of a central banks balance sheet, from what he terms qualitative ecising, or
the process of a central bank adding riskier assets to its balance sheet:

Quantitative easing is an increase in the size of the balance sheet of the central bank through an
increase [in its] monetary liabilities (base money), holding constant the composition of its assets.
Asset composition can be defined as the proportional shares of the different financial instruments
held by the central bank in the total value of its assets. An almost equivalent definition would be
that quantitative easing is an increase in the size of the balance sheet of the central bank through an
increase in its monetary liabilities that holds constant the (average) liquidity and riskiness of its
asset portfolio.

Qualitative easing is a shift in the composition of the assets of the central bank towards less liquid
and riskier assets, holding constant the size of the balance sheet (and the official policy rate and the
rest of the list of usual suspects). The less liquid and more risky assets can be private securities as



well as sovereign or sovereign-guaranteed instruments. All forms of risk, including credit risk

(default risk) are included.941

Credit easing

In introducing the Federal Reserve’s response to the 2008—9 financial crisis, Fed Chairman Ben Bernanke
distinguished the new program, which he termed “credit easing’, from Japanese-style quantitative easing. In his
speech, he announced,

Our approach—which could be described as “credit easing—resembles quantitative easing in one
respect: It involves an expansion of the central bank’s balance sheet. However, in a pure QE regime,
the focus of policy is the quantity of bank reserves, which are liabilities of the central bank; the
composition of loans and securities on the asset side of the central bank’s balance sheet is
incidental. Indeed, although the Bank of Japan’s policy approach during the QE period was quite
multifaceted, the overall stance of its policy was gauged primarily in terms of its target for bank
reserves. In contrast, the Federal Reserve’s credit easing approach focuses on the mix of loans and
securities that it holds and on how this composition of assets affects credit conditions for

households and businesses J95i

Credit easing involves increasing the money supply by the purchase not of government bonds but of private-

sector assets, such as corporate bonds and residential mortgage—backed securitiesJ961971 In 2010, the Federal
Reserve purchased $1 .25 trillion of mortgage-backed securities in order to support the sagging mortgage market.

These purchases increased the monetary base in a way similar to a purchase of government securities [98I

Printing money

Quantitative easing has been nicknamed “printing money” by some members of the media,991001011 central

bankers [102] and financial •[1031 [104] The term printing money usually implies that newly created money
is used to directly finance government deficits or pay off government debt (also known as monetizing the
government debt). However, with QE, the newly created money is used to buy government bonds or other

financial assets,991 Central banks in most developed nations (e.g., the United Kingdom, the United States,
Japan, and the EU) are prohibited from btiying government debt directly from the government and must instead

buy it from the secondary marketJ98111051 This two-step process, where the government sells bonds to private

entities that in turn sell them to the central bank, has been called “monetizing the debt” by many analysts [98]

The distinguishing characteristic between QE and monetizing debt is that with the former, the central bank
creates money to stimulate the economy, not to finance government spending. Also, the central bank has the
stated intention of reversing the QE when the economy has recovered (by selling the government bonds and

other financial assets back into the market) J991 The only effective way to determine whether a central bank has
monetized debt is to compare its performance relative to its stated objectives. Many central banks have adopted
an inflation target. It is likely that a central bank is monetizing the debt if it continues to buy government debt

when inflation is above target and if the government has problems with debt flnancing.981



Ben Bernanke remarked in 2002 that the US government had a technology called the printing press (or, today,
its electronic equivalent), so that if rates reached zero and deflation threatened, the government could always act
to ensure deflation was prevented. He said, however, that the government would not print money and distribute
it ‘willy nilly” but would rather focus its efforts in certain areas (e.g., buying federal agency debt securities and

mortgage-backed securities).t1061’°71 According to economist Robert McTeer, former president of the Federal
Reserve Bank of Dallas, there is nothing wrong with printing money during a recession, and quantitative easing
is different from traditional monetary policy “only in its magnitude and pre-announcement of amount and

timing” [1081[b09] Stephen Hester, chief executive officer of the RBS Group, said in an interview, “What the
Bank of England does in quantitative easing is it prints money to buy government debt, and so what has
happened is the government has run a huge deficit over the past three years, but instead of having to find other
people to lend it that money, the Bank of England has printed money to pay for the government deficit. If that
QE hadn’t happened then the government would have needed to find real people to buy its debt. So the
Quantitative Easing has enabled governments, this government, to run a big budget deficit without killing the
economy because the Bank of England has financed it. Now you can’t do that for long because people get wise
to it and it causes inflation and so on, but that’s what it has done: money has been printed to fund the deficit.”
[110]

Richard W. Fisher, president of the Federal Reserve Bank of Dallas, warned in 2010 that QE carries “the risk of
being perceived as embarking on the slippery slope of debt monetization. We know that once a central bank is
perceived as targeting government debt yields at a time of persistent budget deficits, concern about debt
monetization quickly arises.” Later in the same speech, he stated that the Fed is monetizing the government
debt: “The math of this new exercise is readily transparent: The Federal Reserve will buy $110 billion a month
in Treasuries, an amount that, annualized, represents the projected deficit of the federal government for next

year. For the next eight months, the nation’s central bank will be monetizing the federal debt.”111

Altering debt maturity structure

Based on research by economist Eric Swanson reassessing the effectiveness of the US Federal Open Market
Committee action in 1961 known as Operation Twist, The Economist has posted that a similar restructuring of

the supply of different types of debt would have an effect equal to that of QE.21 Such action would allow
finance ministries (e.g., the US Department of the Treasury) a role in the process now reserved for central

banks •[112]

QE for the people

In response to concerns that QE is falling to create sufficient demand, particularly in the Eurozone, a number of
economists have called for “QE for the people”. Instead of buying government bonds or other securities by
creating bank reserves, as the Federal Reserve and Bank of England have done, some suggest that central banks

could make payments directly to households.W31 Economists Mark Blyth & Eric Lonergan argue in Foreign
Affairs, that this is the most effective solution for the Eurozone, particularly given the restrictions on fiscal

policy.”41 They argue that based on the evidence from tax rebates in the United States, less than 5% of GDP
transferred by the ECB to the household sector in the Eurozone would suffice to generate a recovery, a fraction
of what it intends to do under standard QE. Oxford economist, John Muellbauer has suggested that this could be

legally implemented using the electoral registerJ”5]



See also

• Currency War of 2009—11

• Economic history of Japan

• Money creation

• Open market operation

• Zero interest-rate policy ZIRP
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Quantitative Easing 1 (QEJ) — In November 2008, the Federal Reserve (“the Fed”) started buying $600
billion in mortgage-backed securities (MBS) from commercial banks. This action flooded banks with
excess liquidity (cash in their reserve accounts). The excess liquidity put downward influence on short-
term interest rates, or the borrowing rates between banks, known as the federal funds rate.

By March 2009, the Fed had $1.75 trillion in bank debt, MBS, and Treasury notes on its balance sheet. In
June 2010, the Fed had reached a peak of $2.1 trillion in assets. As debt matured, the Fed bought more
Treasuries at a $30 billion monthly rate to keep its balance sheet inflated above the $2.0 trillion level.

• Quantitative Easing 2 (QE2) - In November 2010, the Fed announced a second round of QE. The Fed
• indicated it would buy an additional $600 billion in Treasury securities by the second quarter of 2011.

Operation Twist — In September 2011, the Fed announced it would buy and sell short- and long-term
bonds to influence policy objectives. Operation Twist was used to lower long-term interest rates, The Fed
sold short-term Treasury bonds and bought long-term Treasury bonds.

Quantitative Easing 3 (QE3) - In September 2012, the Fed announced QE3 — an additional open-ended
bond purchasing program of $40 billion a month of agency MBS. The Fed also indicated it would keep
short-term interest rates (the fed funds rate) near zero through at least 2015. QE3 is often referred to as
“QE-Infinity”.

In December 2012, the EOMC announced it would increase open-ended purchases from $40 billion to $85
billion per month. The Fed would buy $45 billion in Treasurys and $40 in MBS.

10-Year Treasury Yield

z

- 4’ O . G ,c
11

00

QE1

:41 THE

MUSIC

‘STOPPED

ALAN S BLINDER

“One of the best book5 yet about

the financial crisis.”

- The Wall StreetJournal

Operation
Fed

Twist
Taper

[eyuowj

Li
(.,eunt Air

LNJWCb5ite R

________

WHAT IS QUANTITATIVE EASING?

QUANTITATIVE EASING TIMELINE



PeterSchiff&Marã
Faber

They Know What’s About To
Happen & You Need To Listen.

Free Report
00

4,500,000

2500O001er

50000
0

s:’ c ‘ cf5 s cfrt’ F

WHO IS ON THE FOMC?

- tv::

Health of US housing market hangs on Fed’s
Janet Yellen - The Real Deal Magazine (blog)

Quantifornication - Did Bernanke Get It Right? -

The Market Oracle

Don’t Fear ‘Deflation,’ Unless Caused by
Government - Somewhat Reasonable -

Heartland Institute (blog)

CFR Pushes, Praises Its Own Stanley Fischer for
No.2 Spot at Fed - The New American

lEAVE A REPLY

Your email address will not be published. Required fields are marked *

Name *

Email *

Website

QUANTITATIVE EASING NEWS

For new Fed chair, headaches may be only
starting - CNBC.com

Yellen Vote Set For Monday: Report - Fox
Business (press release)

Federal Reserve Balance Sheet

Post Comment



Notify me of follow-up comments by email.

C Notify me of new posts by email.



kwalton

kwalton
SBBI 2014 Yearbook Pages.pdf
E:04/22/J5 0J:J4AM

e ‘ox :

r



1bbotson SBB1
2014 Classic Yearbook

Market ResuJts for
Stocks, Bonds, Bills, and Inflation
1926—2013



Markit Flash Eurozone Manufacturing PMI December data
reached a 31-month high of 52.? (versus 51.6 in November).
New orders and output lifted the index as both showed
their highest readings since spring 2011. Growth is uneven
across the eurozone. The China Flash Manufacturing PMI
(based on 85 percent—90 percent of final data points) was
modestly lower sequentially and barely above 50 (50.5
December reading versus 50.8 in November).

In housing, recent quarterly results from the homebuilders
indicate that the demand response to higher mortgage
interest rates was significant, loll Brothers’ net new order
growth decelerated from 49 percent in the January quarter
to 36 percent in the quarter ending in April, 26 percent
by July quarter-end, and just 6 percent growth in the
October-ending quarter. However, the housing recovery
has not been derailed, industry orders should rebound as
the sticker shock effect wears off and interest rates sta
bilize. While many macroeconomic indicators look positive
we see a relatively small pool of undervalued firms in the
industrials space, mainly in select automakers.

Consumer Defensive

The year started strong for the consumer defensive sec
tor, based on investors’ quest for yield and optimism for
merger and acquisitions fueled by Berkshire Hathaway’s
acquisition of H.J. Heinz. However, as the Federal Reserve
hinted at tapering quantitative easing, the market saw a
new opportunity for yield, and consumer defensive shares
traded down. While we find that consumer defensive
names are trading at roughly fair value, we continue to
believe there are pockets of value in the space, since
roughly two thirds of the 100 or so consumer defensive
companies that Morningstar covets have either a wide or
narrow economic moat.

Consumers have continued to trade down to lower-
priced options in some household categories (like
cleaning products, food storage, and laundry detergent),
but personal-care offerings generally have held up fair
ly well. However, the competitive landscape remains
fierce. In our opinion, promotional spending isn’t a sus
tainable or profitable strategy over the long run, but
rather product innovation ultimately will drive long-term,
profitable growth.

Real Estate

Real estate appears to have ended 2013 on a pause. Home
prices had been going up faster and faster each month:
now those month-to-month growth rates have begun to
slow. Home prices closed out 2013 with December to
December increases of about 13.6 percent, with most of
the bigger gains happening earlier in the year. Therefore,
next year’s growth is likely to slow, perhaps as low as a 5
percent growth rate.

Existing home sales had a huge spike over the summer
as buyers rushed to beat interest-rate increases. Existing
home sales got as high as 5.4 million units on a season
ally adjusted, annualized rate in July, then fell 10 percent
to 4.9 million units in November. Even housing starts are
nothing to write home about (when looking at three-month-
averaged data). The final starts number for all of 2013 is
likely to come in at just 925,000, well below most forecasts
for a million or more, as momentum in the early part of the
year died over the summer.

Utilities

Utilities investors rode more ups and downs in 2013 than
they have in many years while they watched the market
steadily climb past them. With a 12 percent total return
in 2013 through mid-December, utilities returned less than
half what the S&P 500 has and trailed every sector except
real estate. Still, the sector’s 12 percent return was above
its 8 percent average annual return during the past decade,
and it showed the sector’s total-return staying power
regardless of interest-rate sentiment. We continue to think
a dip on market fears about rising interest rates offers an
opportunity for long-term investors to pick up high-quality
utilities that offer steady, positive total returns.

Adding to the sector’s attractiveness going into 2014 is its
average 4 percent dividend yield, nearly double the average
S8P 500 dividend yield and more than 1 percentage point
higher than 10-year U.S. Treasuries, Our analysis of returns
going back 20 years suggests that 10-year U.S. Treasuries
could climb to 4 percent from 3 percent today, with little
impact on utilities’ total returns. We think utilities with 3
percent to 5 percent earnings growth prospects during the
next few years offer a compelling risk-adjusted total-return
package for any investor.
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Long-Term Government Bonds

The long-term government bond total return index, con
structed with an approximate 20-year maturity, closed 2013
at a level of $109.14 (based on year-end 1925 equaling
$1.00). Based on the capital appreciation component alone,
the $100 index closed at $1 19, a 0.2 percent capital
gain over the period 1926—2013. This indicates that
the majority of the positive historical returns on long-
term government bonds were due to income returns. The
compound annual total return for long-term government
bonds was 5.5 percent.

Intermediate-Term Government Bands
One dollar invested in intermediate-term bonds at the end
of 1925, with coupons reinvested, fell to $92.98 by year-end
2013, compared to $93.99 at year-end 2012. The compound
annual total return for intermediate-term government
bonds was 53 percent. Capital appreciation caused $1.00
to increase to $1.71 over the 88-year period, representing a
compound annual growth rate of 0.6 percent.

Treasury Bills
One dollar invested in Treasury bills at the end of 1925 was
worth $20.58 by year-end 2013, with a compound annual
growth rate of 3.5 percent. Treasury bill returns followed
distinct patterns, described on the next page. Moreover,
Treasury bills tended to track inflation; therefore, the aver
age annual inflation-adjusted return on Treasury bills
(or real riskless rate of return) was only 0.5 percent
over the 88-year period. This real return also followed
distinct patterns.

Patterns in Treasury Bill Returns
During the late 1920s and early 1930g. Treasury bill returns
were just above zero. (These returns were observed during
a largely deflationary period.) Deginning in late 1941, the
yields on Treasury bills were pegged by the government at
low rates while high inflation was experienced.

Treasury bills closely tracked inflation after March 1951,
when Treasury bill yields were deregulated in the U.S.
Treasury-Federal Reserve Accord. (Treasury bill returns
after that date reflect free market rates.) This tracking
relationship has weakened since 1973. From about 1974 to
1980, Treasury bill returns were consistently lower than

inflation rates. From 1981 to 2008, real returns on Treasury
bills have been positive, with the exception of 2002—2005.
Real treasury bill returns were also negative from 2009
to 2013.

Federal Reserve Operating Procedure Changes
The disparity between performance and volatility for the
periods prior to and after October 1979 can be attributed to
the Federal Reserve’s new operating procedures. Prior to
this date, the Fed used the federal funds rate as an operat
ing target. Subsequently, the Fed de-emphasized this rate
as an operating target and, instead, began to locus on the
manipulation of the money supply (through nonborrowed
reserves). As a result, the federal funds rate underwent
much greater volatility, thereby bringing about greater
volatility in Treasury returns.

In the fall of 1982, however, the Federal Reserve again
changed the policy procedures regarding its monetary
policy, The Fed abandoned its new monetary controls and
returned to a strategy of preventing excessive volatility in
interest rates. Volatility in Treasury bill returns from the fall
of 1979 through the fall of 1982 was significantly greater
than that which has occurred since.

Inflation
The compound annual inflation rate over 1926—2013 was
3.0 percent. The inflation index, initiated at $1.00 at year-
end 1925, grew to $13.00 by year-end 2013. The entire
increase occurred during the postwar period. The years
1926—1 933 were marked by deflation; inflation then raised
consumer prices to their 1926 levels by the middle of 1945.
After a brief postwar spurt of inflation, prices rose slowly
over most of the 1950s and 1960s. Then, in the 1970s, infla
tion reached a pace unprecedented in peacetime, peaking
at 13.3 percent in 1979. The 1980s saw a reversion to more
moderate, though still substantial, inflation rates averaging
about 5 percent. Inflation rates continued to decline in the
1990s with a compound annual rate ot 2.9 percent.

Summary Statistics of Total Returns
Table 2-1 presents summary statistics of the annual total
returns on each asset class over the entire 88-year period
of 1926—2013. The data presented in these exhibits are
described in detail in Chapters 3 and 6.[ 2014 lbbotson SBBP Classic Yearbook Morningstar 39



Table Z-1: Basic Series: Summary Statistics of Annual Total Returns
Riskier assets, such as large company stocks and

Small Company 12.3 16.9 32.3Stocks

tong-Term 6.0 6.3 8.4corporate Bonds

Long-Term 5.5 5.9 9.8Government Bonds

Note that in Table 2-1, the arithmetic mean returns arealways higher than the geometric mean returns. The difference between these two means is related to the standarddeviation, ot variability, of the series. [See Chapter 6.1

The “skylines” or histograms in Table 2-1 show the frequency distribution of returns on each asset class. Theheight of the common stock skyline in the range between+10 and ÷20 percent, for example, shows the number ofyears in 1926—2013 that large company stocks had a returnin that range. The histograms are shown in 5 percent increments to fully display the spectrum of returns as seen overthe last 88 years, especially in stocks.

company stocks, have low, spread-out skylines, reing the broad distribution of returns from very pot
very good. Less risky assets, such as bonds, have naskylines that resemble a single tall building, indicatinttightness of the distribution around the mean of the se
The histogram for Treasury bills is one-sided, lying aIr
entirely to the right of the vertical line representing a
return; that is, Treasury bills rarely experienced negareturns on a yearly basis over the 1926—2013 period.inflation skyline shows both positive and negative annrates. Although a few deflationary months and quarthave occurred recently, the last negative annual inflatrate occurred in 1954.

Capital Appreciation, Income,

and

Reinvestment Returns
Table 2-2 provides further detail on the returns of larlcompany stocks, long-term government bonds, and intomediate-term government bonds. Total annual returns sishown as the sum of three components: capital apprecittion returns, income returns, and reinvestment returns. Thcapital appreciation and income components are explainein Chapter 3. The third component, reinvestment returnreflects monthly income reinvested in the total return inderin subsequent months in the year. Thus, for a single monththe reinvestment return is zero, but over a longer period ol90 time it is non-zero. Since the returns in Table 2-2 are annual, reinvestment return is relevant.

The annual total return formed by compounding themonthly total returns does not equal the sum of the annualcapital appreciation and income components; the difference is reinvestment return. A simple example illustratesthis point. In 1995, an “up” year on a total return basis,the total annual return on large company stocks was 37.58percent. The annual capital appreciation was 34.11 percentand the annual income return was 3.04 percent, totaling37.15 percent. The remaining 0.43 percent (37.59 percentminus 37.15 percent) of the 1995 total return came fromthe reinvestment of dividends in the market. For moreinformation on calculating annual total and income returns,see Chapter 5.

Monthly income and capital appreciation returns for largecompany stocks are presented in Appendix A: Tables A-2and A-3, respectively. Monthly income and capital appreciation returns are presented for lang-term government

Series

Large Company
Stocks

Geometric Arithmetic Standard
Mean Mean Deviation
1%) l”t l%t
10.1 12.1 20.2

Distribution l%l

..1

1.1i1iI.t11.iii1,L1j

E.thil..........

,ItlhL.Intermediate-Term 5.3 5.4 5.7Government Bonds

u.s. Treasury Bills 3.5 3.5 3.1

Inflation 3.0 3.0 4.1

Data from 1929—2013 ‘The 1933 Small Company 5tecks Total Return was 142.9 percent.

-90 0
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This phenomenon can also be viewed graphically, as

depicted in the Graph 7-2. The security market line is

based on the pure CAPM without adjusting for the size

premium. Based on the risk (or beta) of a security, the

expected return should fluctuate along the security mar

ket line. However, the expected returns for the smaller

deciles of the NY$EJAMEX/NASDAQ lie above the line,

indicating that these deciles have had returns in excess

of that which is appropriate for their systematic risk.

Table 7-6: Size-Docile Portfolios of the NYSE/AMEX/NASDAD

Long-Term Returns in Excess of CAPM

Actual CAPM Size

Arith- Return Return Premium

metic in Excess in Excess Return in

Mean of Riskiest of Riskiest Excess xl

Return Rate’ Rare’ CAPM)

Decde Beta’ HS) 1%) t%l 1%)

1-Largest 0.91 11.13 6.03 6.37 -0.33

2 1.03 13.09 8.00 7.20 0.80

3 1.10 13.68 8.59 7.66 0.93

4 1.13 14.12 9.03 7.84 1.19

5 1.16 14.88 9.79 8.07 1.72

6 1.19 15.11 10.02 8.25 1.75

7 1.24 15.48 1039 8.64 1.75

1.30

16.62 11.53 9.05 2.48

9 1.35 17.23 12.14 9.37 2.76

10-Smallest 1.40 20.88 15.79 9.77 6.01

Mid.Cap3-5 1.12 14.02 8.93 7.79 1.14

Low-Cap 6-8 1 23 15.51 10.41 854 1.87

Micro-Cap 9-10 1.36 18.38 13.29 9.45 3.84

Data tram t926—20t3

Betux are estimated Iron msnthy returns in excess nf the 30-dey U S Treasury bill

total return. Jaruar’j 926—December 2013,

“Historical ninkless rate measured by the 08-year arithmetic mean incume return

component of 20-year 900emmest bsn4s sos percent.

‘Calculated in she contest at the CAPM by muttiply,ng thu equity risk premium by

beta. The equity risk premium is estimated by the arithmetic mean total return at

the 5&P 900(12.05 percent) minus the aritnmeric mean scuttle return compxnent

0120-fear gosemment bonds (5.09 pescenri from 1926—20t3.

Seurce: Mnrningsrar nod CRSP. Calculated (or Derisesti based on data from CRSP

US Stock Database and CRSP US Indices Database 20t 4 Center Icr Research

in Security PriDes ICRSP®l, The Uriversipy of Chicau Rooth School at Rusinest.

Used with permisnien.

Graph 7-2: Security Marker Dna Versus Size-Cache Portfolios of the

NYSE/AMEX/NASDAQ

25

10

20

z—zz-
rtistiess Hare

Beta 0.00 025 0.50 075 1.00 1.25 1.50 1.75

Data from 920—2013.

Serial Correlation in Small Company Stock Returns

In four of the last ten years, large-capitalization stocks

(deciles 1—2 NYSE/AMEX/NASDAG) have outperformed

small-capitalization stocks (deciles 9—10 NYSE/AMEX/

NASDAQ). This has led some to speculate that there is

no size premium, but statistical evidence suggests that peri

ods of underperformance should be expected. For instance,

since 1926, large-capitalization stocks have outperformed

smahl-capitaflzation stocks neatly 50 percent of the time.

It should be noted, however, that large-capitalization

stocks’ average historical outperformance has been less

than the average historical outperformance of small-capi

talization stocks.

History tells us that small companies are riskier than large

companies. Table 7-1 [see page 1001 shows the standard

deviation )a measure of risk) for each decile of the NYSE!

AMEX/NASDAQ. As one moves from larger to smaller

deciles, the standard deviation of return grows. Investors

are compensated for taking on this additional risk by the

higher returns provided by small companies. It is important

to note, however, that the risk/return profile is over the long

term. If small companies did not provide higher long-term

returns, investors would be more inclined to invest in the

less risky stocks of large companies.

2014 lbbotson5’ 5081° Classic Yearbook Morningstar 109



— Capital Cain {S144.85 Y613)

— 1-Year Earning tS77.49 YE13)

— GOP/POP $65.74 YE131

1944 1963 1982 2001 2013

Earnings, dividends, and capital gains are supplied by cor

porate productivity. Graph 11-10 itlustrates that earnings

and dividends have historically grown in tandem with the

overall economy (GOP per capita). However, GOP per capita

did not outpace the stock market. This is primarily because

the P/E ratio increased 1.87 times during the same period.

So, assuming that the economy will continue to grow, all

three should continue to grow as well.

Forward-Looking Earnings Model

Roger G. lbbotson and Peng Chen forecast the equity risk

premium through a supply side model using historical data.

They utilized an earnings model as the basis for their sup

ply side estimate. The earnings model breaks the historical

equity return into four pieces, with only three historically

being supplied by companies: inflation, income return, and

growth in raal earnings per share. The growth in the P/E

ratio, the fourth piece, is a reflection of investors’ changing

predictiotl of future earnings growth. The past supply of

corporate growth is forecasted to continue: however, a

change in investors’ predictions is not. P/E rose dramati

cally from 1980 through 2001 because people believed that

corporate earnings were going to grow faster in the future.

This growth in P/E drove a small portion of the rise in equity

returns over the same period.

Graph 11-TO: Capital Gains, GOP Par Capita, Earnings, and Qiidencts

Index lYear-End 1925 $1001

51,000.0

Dividends $5295 YE13)

$1.0

50.1

Graph 11-11 illustrates the price to earnings ratio from

1926 to 2013. The P/E ratio, using one-year average earn

ings, was 10.22 at the beginning of 1926 and ended the

year 2013 at 19.11, an average increase of 0.71 percent per

year. The highest P/E was 136.55 recorded in 1932. while

the lowest was 7.07 recorded in 1948. Ibbotson Associates

revised the calculation of the PIE ratio from a one-year to

a three-year average earnings for use in equity forecasting.

Graph 11-11: Large Company Stocks PIE Ratio
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This is because reported earnings are affected not only by

the long-term productivity, but also by “one-time items

that do not necessarily have the same consistent impact

year after year. The three-year average is mote reflective of

the long-term trend than the year-by-year numbers. The P/E

ratio calculated using the three-year average of earnings

had an increase of 0.67 percent per year.

The historical PiE growth factor, using three-year earn

ings, of 0.67 percent per year is subtracted trom the equity

forecast, because it is not believed that PIE will continue

to increase in the future. The market serves as the cue. The

current P/E ratio is the market’s best guess for the future

of corporate earnings and there is no reason to believe, at

this time, that the market will change its mind. Using this

top-down approach, the geometric supply-side equity risk

premium is 406 percent, which equates to an arithmetic

supply-side equity risk premium of 6.12 percent.

Another approach in calculating the premium would be to

add up the components that comprise the supply of equity

return, excluding the P/F component. Thus, the supply of

equity return only includes inflation, the growth in real

earnings per share, and income return. The forward-looking

earnings model calculates the long-term supply of U.S.

equity returns to be 9.37 percent;

SR[(1÷CPllx(1+gp5)-.1l±lnc÷Rinv

9.37%” = 111 +2.96%lxll ÷2.o7%l—1]+4.’JS% +022%

“differsixe due to rotediog

where:
SR the supnly of the eqity return:

CPI = Consumer Price Index inflation):

gREps = the growth in teal earning per share;

Inc = the income return;

Rinv = the reinvestment return.

The equity risk premium, based on the supply-side

earnings model, is calculated to be 411 percent on a

geometric basis:

(l÷SR)
SERP= ——1

(l+cPI)x(1+RRf)

4.11%”
1+9.37% —i

(1 -2.95%)xl1+2.04%)

t rcsd:ng

where:
SERF’ = the supply-side equity risk premium:

SR = the supply of the equity return;

CPI = Consumer Price Index inflation);

RRI = the real risk-free rate.

Converting the geometric average into an arithmetic aver

age results in an equity risk premium of 614 percent:

2

A

where;
RA = the arithmetic average;

R= the geometric average;
rr = the standard deviation of equity returns.

As mentioned earlier, one of the key findings of the lbbotson

and Chen study is that P/E increases account for only a small

portion of the total return of equity. The reason we present

supply-side equity risk premium going back only 25 years in

Table 11-7 lsee next page) is because the PIE ratio rose dra

matically overthis time period, which caused the growth rate

in the P/E ratio calculated from 1926 to be relatively high.

The subtraction of the PIE growth factor from equity returns

has been responsible for the downward adjustment in

the supply side equity risk premium compared to the histor

ical estimate. Beyond the last 25 years, the growth factor

in the P/E ratio has not been dramatic enough to require

an adjustment.

1:

20 1902
6.14%”=4.11%+

2
ddfererce due to roucding
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Table 11-7 presents the supply side equity risk premium, on

en arithmetic basis, beginning in 1926 and ending in each

of the last 25 years.

Table 71-7: Supply-Side and Historical Equity Risk Premium Ove- Time

Period Ant metc Averu3e

Length Period Supply Side Equity HistricuI Equity

IWo.] Dates g(Pjt) Risk Premium 1%] Risk Premium (iii

88 1926—2013 0.67v 6.12 6.96

87 1926—2012 O.46 6.09 6.70

86 1926-2011 0.40 6.0? 6.62

85 1926—2010 0.59 5.97 6.72

84 1926—2009 0.94 5.57 6.67

83 1926—2008 0.79

62 1926—2007 1.15 5.74 TOE

81 1926—2006 0.75 5.22 713

60 1926—2005 065 6.29 708

79 1926—2004 0.83

______

6.18

_________

7.17

78 1926-2003 1.09 5.94 7.19

1? 1926—2002 11? 55tr 697

76 1926—2001 1 53 5.71 7.43

75 1926—2000 149 606 776

74 1926-1999 1.52 6.32

_______

8.0?

73 1926-1998 140 6.35 7.97

72 1926—1997 1.20 6.37 7.77

71 1926—1996 08? 646 750

70 1926-1995• 0.74 6.47

69 1926—1994 — 0,59 — 6.32 7.04 —

68 1926—1993 0.90 6.17 7.22

67 1926-1992 1.15 5.98 7.29

66 1826—1991 1.12 6.12 7.39

65 1926—1990 0.6? 636 ‘‘ 7.16

64 1926—1989 0.60 6.72 7.45

Enilnotes

The standard deviatun is the square root of the variance; hence the term

“meen•variunce’ in dsscrib.ng this form of the cptimiiation problem

2 l’1arkov”y Harry M.. Portfolio Selection: Efficiont Diversification of

Investments, New York: John Wiley & Sons. 1959.

For mare information about Motniriastar EnCorrv software, refer to the

Investment Touts end Resources page at the back of this book, or within

the United States, cell ÷1 865 9t0’0840. Outside the united States, call

+41 020 3107.0020.

It is also possible to conduct a simulation using entire data sets, that is,

withoet estimating the statistical parameters of the data sets. Typically.

in such e renparametric simulation, the frequency of an event occurring in

the simulated history is eqaal In she troque7.cy of the event occurring in the

ectual history used to construct the data set.

The expected capital gnin on a per bond is oelf-evidently zero. For a zero-

coupon (or other diucounti bond, investors eupect the price to rise an the

bond ages, bat the especled portion at this prrce increase should not be

considered a capital gain. It is a form of income return.

o See chapter 12, Wealth Forecasting with Monte Carlo Simulation’ for

more information

Seu Markcwitz and Usmen (2003].

Ranking investment strategies by forecasted GM is sometimes described as

epplying the Keily Criterion; an idea promoted by William Poundntsne (2005]

o Other researchers have also proposed using GUt end CVaR as the meesureo

or reward and rink in an efficient frostier See for eaempte Slteikh and Oiao,

12009]
tO Thong-Ren Stock Returns: Participating in the Real Economy,” Roger 0.

lbbutocn and Pang Ctten. Financial 4n3lyntn Journal. January/february 2003.

Data from 191t—2’]13. ‘Contains earnings esumatels].

Long-Term Market Predictions

The supply side model estimates that stocks will continue

to provide significant returns over the long run, averaging

around 9.37 percent per year, assuming historical inflation

rates. The equity risk premium, based on the top-down sup

ply-side earnings model, is calculated to be 4.08 percent on

a geometric basis and 6.12 percent on an arithmetic basis,

In the future, Ibbotson and Chen predict increased earnings

growth that will offset lower dividend yields. The fact that

earnings will grow as dividend payouts shrink is in line with

the rvliller and Modigliani Theor1’.

The forecasts for the market are in line with both the his

torical supply measures of public corporations (i.e. earnings)

and overall economic productivity (GDP per capita). l’I

I
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Chairman Shelby, Ranking Member Brown, and members of the Committee, I am

pleased to present the federal Reserve’s semiannual Monetary Policy Report to the Congress. In

my remarks today, I will discuss the current economic situation and outlook before turning to

monetary policy.

Current Economic Situation and Outlook

Since my appearance before this Committee last July, the employment situation in the

United States has been improving along many dimensions. The unemployment rate now stands

at 5.7 percent, down from just over 6 percent last summer and from 10 percent at its peak in late

2009. The average pace of monthly job gains picked up from about 240,000 per month during

the first half of last year to 280,000 per month during the second half, and employment rose

260,000 in January. In addition, long-term unemployment has declined substantially, fewer

workers are reporting that they can find only part-time work when they would prefer full-time

employment, and the pace of quits--often regarded as a barometer of worker confidence in labor

market opportunities--has recovered nearly to its pre-recession level. However, the labor force

participation rate is lower than most estimates of its trend, and wage growth remains sluggish,

suggesting that some cyclical weakness persists. In short, considerable progress has been

achieved in the recovery of the labor market, though room for further improvement remains.

At the same time that the labor market situation has improved, domestic spending and

production have been increasing at a solid rate. Real gross domestic product (GDP) is now

estimated to have increased at a 3-3/4 percent annual rate during the second half of last year.

While GD? growth is not anticipated to be sustained at that pace, it is expected to be strong

enough to result in a further gradual decline in the unemployment rate. Consumer spending has

been lifted by the improvement in the labor market as well as by the increase in household
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purchasing power resulting from the sharp drop in oil prices. However, housing construction

continues to lag; activity remains well below levels we judge could be supported in the longer

run by population growth and the likely rate of household formation.

Despite the overall improvement in the U.S. economy and the U.S. economic outlook,

longer-term interest rates in the United States and other advanced economies have moved down

significantly since the middle of last year; the declines have reflected, at least in part,

disappointing foreign growth and changes in monetary policy abroad. Another notable

development has been the plunge in oil prices. The bulk of this decline appears to reflect

increased global supply rather than weaker global demand. While the drop in oil prices will have

negative effects on energy producers and will probably result in job losses in this sector, causing

hardship for affected workers and their families, it will likely be a significant overall plus, on net,

for our economy. Primarily, that boost will arise from U.S. households having the wherewithal

to increase their spending on other goods and services as they spend less on gasoline.

foreign economic developments, however, could pose risks to the outlook for U.S.

economic growth. Although the pace of growth abroad appears to have stepped up slightly in the

second half of last year, foreign economies are confronting a number of challenges that could

restrain economic activity. In China, economic growth could slow more than anticipated as

policymakers address financial vulnerabilities and manage the desired transition to less reliance

on exports and investment as sources of growth. In the euro area, recovery remains slow, and

inflation has fallen to very low levels; although highly accommodative monetary policy should

help boost economic growth and inflation there, downside risks to economic activity in the

region remain. The uncertainty surrounding the foreign outlook, however, does not exclusively

reflect downside risks. We could see economic activity respond to the policy stimulus now
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being provided by foreign central banks more strongly than we currently anticipate, and the

recent decline in world oil prices could boost overall global economic growth more than we

expect.

U.S. inflation continues to run below the Committee’s 2 percent objective. In large part,

the recent soflness in the all-items measure of inflation for personal consumption expenditures

(PCE) reflects the drop in oil prices. Indeed, the PCE price index edged down during the fourth

quarter of last year and looks to be on track to register a more significant decline this quarter

because of falling consumer energy prices. But core PCE inflation has also slowed since last

summer, in part reflecting declines in the prices of many imported items and perhaps also some

pass-through of lower energy costs into core consumer prices.

Despite the very low recent readings on actual inflation, inflation expectations as

measured in a range of surveys of households and professional forecasters have thus far

remained stable. However, inflation compensation, as calculated from the yields of real and

nominal Treasury securities, has declined. As best we can tell, the fall in inflation compensation

mainly reflects factors other than a reduction in longer-term inflation expectations. The

Committee expects inflation to decline further in the near term before rising gradually toward

2 percent over the medium term as the labor market improves further and the transitory effects of

lower energy prices and other factors dissipate, but we will continue to monitor inflation

developments closely.

Monetary Policy

I will now turn to monetary policy. The Federal Open Market Committee (FOMC) is

committed to policies that promote maximum employment and price stability, consistent with

our mandate from the Congress. As my description of economic developments indicated, our
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economy has made important progress toward the objective of maximum employment, reflecting

in part support from the highly accommodative stance of monetary policy in recent years. In

light of the cumulative progress toward maximum employment and the substantial improvement

in the outlook for labor market conditions--the stated objective of the Committee’s recent asset

purchase program--the FOMC concluded that program at the end of October.

Even so, the Committee judges that a high degree of policy accommodation remains

appropriate to foster further improvement in labor market conditions and to promote a return of

inflation toward 2 percent over the medium tenm Accordingly, the FOMC has continued to

maintain the target range for the federal funds rate at 0 to 1/4 percent and to keep the federal

Reserve’s holdings of longer-term securities at their current elevated level to help maintain

accommodative financial conditions. The FOMC is also providing forward guidance that offers

information about our policy outlook and expectations for the future path of the federal funds

rate. In that regard, the Committee judged, in December and January, that it can be patient in

beginning to raise the federal funds rate. This judgment reflects the fact that inflation continues

to run well below the Committee’s 2 percent objective, and that room for sustainable

improvements in labor market conditions still remains.

The fOMC’s assessment that it can be patient in beginning to normalize policy means

that the Committee considers it unlikely that economic conditions will warrant an increase in the

target range for the federal funds rate for at least the next couple of FOMC meetings. If

economic conditions continue to improve, as the Committee anticipates, the Committee will at

some point begin considering an increase in the target range for the federal funds rate on a

meeting-by-meeting basis. Before then, the Committee will change its forward guidance.

However, it is important to emphasize that a modification of the forward guidance should not be
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read as indicating that the Committee will necessarily increase the target range in a couple of

meetings. Instead the modification should be understood as reflecting the Committee’s judgment

that conditions have improved to the point where it will soon be the case that a change in the

target range could be warranted at any meeting. Provided that labor market conditions continue to

improve and further improvement is expected, the Committee anticipates that it will be

appropriate to raise the target range for the federal funds rate when, on the basis of incoming

data, the Committee is reasonably confident that inflation will move back over the medium term

toward our 2 percent objective.

It continues to be the FOMC’s assessment that even after employment and inflation are

near levels consistent with our dual mandate, economic conditions may, for some time, warrant

keeping the federal funds rate below levels the Committee views as normal in the longer run. It

is possible, for example, that it may be necessary for the federal funds rate to run temporarily

below its normal longer-run level because the residual effects of the financial crisis may continue

to weigh on economic activity. As such factors continue to dissipate, we would expect the

federal funds rate to move toward its longer-run normal level. In response to unforeseen

developments, the Committee will adjust the target range for the federal funds rate to best

promote the achievement of maximum employment and 2 percent inflation.

Policy Normalization

Let me now turn to the mechanics of how we intend to normalize the stance and conduct

of monetary policy when a decision is eventually made to raise the target range for the federal

funds rate. Last September, the FOMC issued its statement on Policy Normalization Principles

and Plans. This statement provides information about the Committee’s likely approach to raising

short-term interest rates and reducing the federal Reserve’s securities holdings. As is always the
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case in setting policy, the Committee will determine the timing and pace of policy normalization

so as to promote its statutory mandate to foster maximum employment and price stability.

The FOMC intends to adjust the stance of monetary policy during normalization

primarily by changing its target range for the federal funds rate and not by actively managing the

federal Reserve’s balance sheet. The Committee is confident that it has the tools it needs to

raise short-term interest rates when it becomes appropriate to do so and to maintain reasonable

control of the level of short-term interest rates as policy continues to firm thereafter, even though

the level of reserves held by depository institutions is likely to diminish only gradually. The

primary means of raising the federal funds rate will be to increase the rate of interest paid on

excess reserves. The Committee also will use an overnight reverse repurchase agreement facility

and other supplementary tools as needed to help control the federal funds rate. As economic and

financial conditions evolve, the Committee will phase out these supplementary tools when they

are no longer needed.

The Committee intends to reduce its securities holdings in a gradual and predictable

manner primarily by ceasing to reinvest repayments of principal from securities held by the

Federal Reserve. It is the Committee’s intention to hold, in the longer run, no more securities

than necessary for the efficient and effective implementation of monetary policy, and that these

securities be primarily Treasury securities.

Summary

In sum, since the July 2014 Moiietaiy Policy Report, there has been important progress

toward the FOMC’s objective of maximum employment. However, despite this improvement,

too many Americans remain unemployed or underemployed, wage growth is still sluggish, and

inflation remains well below our longer-run objective. As always, the Federal Reserve remains



committed to employing its tools to best promote the attainment of its objectives of maximum

employment and price stability.

Thank you. I would be pleased to take your questions.
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The Federal Reserve’s response to the financial crisis and actions to
foster maximum employment and price stability

The Federal Reserve responded aggressively to the financial crisis that emerged in the summer of 2007. The
reduction in the target federal funds rate from 5-1/4 percent to effectively zero was an extraordinarily rapid easing in
the stance of monetary policy. In addition, the federal Reserve implemented a number of programs designed to
support the liquidity of financial institutions and foster improved conditions in financial markets. These programs
led to significant changes to the Federal Reserve’s balance sheet.

While many of the crisis-related programs have expired or been closed, the Federal Reserve continues to take actions
to fulfill its statutory objectives for monetary policy: maximum employment and price stability. Over recent years,
many of these actions have involved substantial purchases of longer-term securities aimed at putting downward
pressure on longer-term interest rates and easing overall financial conditions.

The tools described in this section can be divided into
Related three groups. The first set of tools, which are closely tied

to the central bank’s traditional role as the lender of last
resort, involve the provision of short-term liquidity to

Policy Implementation Framework
banks and other depository institutions and other financial
institutions. The traditional discount window, Term

The Crisis and Policy Response . . .

Auction Facility (TAF), Primary Dealer Credit Facility
Speech by Chairman Ben S. Bemanke, Jan. 1.3, (PDCF), and Term Securities Lending Facility (TSLF) fall



2009 into this category. Because bank funding markets are
global in scope, the Federal Reserve also approved

The Federal Reserve’s Policy Actions during..th bilateral currency swap agreements with several foreign
central banks. The swap arrangements assist these centralFinancial Crisis and Lessons for the Futitre . .. . .

banks in their provision of dollar liquidity to banks in their
Speech by Vice Chairman Donald L. Kohn, May jurisdictions.
13 2010

A second set of tools involve the provision of liquidity

Semiannual Monetary Policy Report to the directly to borrowers and investors in key credit markets.
The Commercial Paper Funding Facility (CPFF), Asset-
Backed Commercial Paper Money Market Mutual Fund

Testimony by Chairman Ben S. Bernanke, February Liquidity Facility (AMLF), Money Market Investor

26 2013 Funding Facility (MMIFF), and the Term Asset-Backed
Securities Loan Facility (TALF) fall into this category. All
of the programs in the first two sets of tools are described

in detail elsewhere on this website.

As a third set of instruments, the Federal Reserve expanded its traditional tool of open market operations to support
the functioning of credit markets, put downward pressure on longer-term interest rates, and help to make broader
financial conditions more accommodative through the purchase of longer-term securities for the Federal Reserve’s
portfolio. For example, starting in September 2012, the FOMC decided to increase policy accommodation by
purchasing agency-guaranteed mortgage-backed securities (MB S) at a pace of $40 billion per month in order to
support a stronger economic recovery and to help ensure that inflation, over time, is at the rate most consistent with
its dual mandate. In addition, starting in January 2013, the Federal Reserve began purchasing longer-term Treasury
securities at a pace of $45 billion per month. In December 2013, the FOMC announced a modest reduction in the
monthly pace of asset purchases and indicated it would likely reduce the pace of asset purchases in further measured
steps at future meetings if incoming data pointed to continued improvement in labor market conditions and inflation
moving back toward the Committee’s 2 percent longer-run objective.

A Return to top
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PUBLIC SERVICE COMMISSION
OF WEST VIRGINIA

CHARLESTON

CASE NO. 14-1152-E-42T
APPALACHIAN POWER COMPANY and
WHEELING POWER COMPANY, both dba
AMERICAN ELECTRIC POWER

Rule 42T Application to Increase Electric
Rates and Charges

DIRECT TESTIMONY OF STEPHEN J. BARON

I. INTRODUCTION

1 Q. Please state your name and business address.

2 A. My name is Stephen J. Baron. My business address is I. Kennedy and Associates, Inc.

3 (“Kennedy and Associates”), 570 Colonial Park Drive, Suite 305, Roswelt, Georgia

4 30075.

5

6 Q. What is your occupation and by whom are you employed?

7 A. I am the President and a Principal of Kennedy and Associates, a firm of utility rate,

$ planning, and economic consultants in Atlanta, Georgia.

9

10 Q. Please describe your education.

11 A. I graduated from the University of Florida in 1972 with a B.A. degree with high honors in

12 Political Science and significant coursework in Mathematics and Computer Science. In

13 1974, I received a Master of Arts Degree in Economics, also from the University of Florida.

14 My areas of specialization were econometrics, statistics, and public utility economics. My
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1 thesis concerned the development of an econometric model to forecast electricity sales in the

2 State of Florida, for which I received a grant from the Public Utility Research Center of the

3 University of Florida. In addition, I have advanced study and coursework in time series

4 analysis and dynamic model building.

5

6 Q. Please describe your professional experience.

7 A. I have more than thirty years of experience in the electric utility industry in the areas of cost

8 and rate analysis, forecasting, planning, and economic analysis.

9

10 Following the completion of my graduate work in economics, I joined the staff of the

Ii florida Public Service Commission in August 1974 as a Rate Economist. My

12 responsibilities included the analysis of rate cases for electric, telephone, and gas utilities, as

13 well as the preparation of cross-examination material and staff recommendations.

14

15 In December 1975, I joined the Utility Rate Consulting Division of Ebasco Services, Inc.

16 (“Ebascot), as an Associate Consultant. In the seven years I worked for Ebasco, I received

17 successive promotions, ultimately to the position of Vice President of Energy Management

1$ Services of Ebasco Business Consulting Company. My responsibilities included the

19 management of a staff of consultants engaged in providing services in the areas of

20 econometric modeling, load and energy forecasting, production cost modeling, planning,

21 cost-of-service analysis, cogeneration, and load management.

22

J. Kennedy and Associates, Inc.
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I joined the public accounting firm of Coopers & Lybrand in 1982 as a Manager of the

2 Atlanta Office of the Utility Regulatory and Advisory Services Group. In this capacity, I

3 was responsible for the operation and management of the Atlanta office. My duties included

4 the technical and administrative supervision of the staff, budgeting, recruiting, and

5 marketing, as well as project management on client engagements. At Coopers & Lybrand, I

6 specialized in utility cost analysis, forecasting, load analysis, economic analysis, and

7 planning.

$

9 In January 1984, Ijoined the consulting fum of Kennedy and Associates as a Vice President

10 and Principal. I became President of the firm in January 1991.

11

12 During the course of my career, I have provided consulting services to more than thirty

13 utility, industrial, and Public Service Commission clients, including three international

14 utility clients.

15

16 I have presented numerous papers and published an article entitled “How to Rate Load

17 Management Programs” in the March 1979 edition of Electrical World. My article on

18 “Standby Electric Rates” was published in the November 8, 1984, issue of Public Utilities

19 fortnightly. In february 1984, I completed a detailed analysis entitled “Load Data Transfer

20 Techniques” on behalf ofthe Electric Power Research Institute, which published the study.

21

22 1 have presented testimony as an expert witness in Arizona, Arkansas, Colorado,

23 Connecticut, Florida, Georgia, Indiana, Kentucky, Louisiana, Maine, Maryland, Michigan,

J. Kennedy and Associates, Inc.
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I Minnesota, Missouri, New Jersey, New Mexico, New York, North Carolina, Ohio,

2 Pennsylvania, Texas, Utah, Virginia, West Virginia, Wisconsin, Wyoming, before the

3 federal Energy Regulatory Commission (‘tFERC”), and in the United States 3aikruptcy

4 Court. A list of my specific regulatory appearances can be found in Exhibit ($JB-1).

5

6 Q. Have you previously presented testimony in Appalachian Power Company (“APCO”)

7 or Wheeling Power Company (“WPC&’) proceedings before the Public Service

$ Commission of West Virginia f”PSC’ or “Commission”)?

9 A. Yes. I have previously testified in a number of cases, including Case Nos. 98-0452-E-GI,

10 05-127$-E-PC-PW-42T, 08-0278-E-GI, 09-0177-B-GI, l0-0699-E-42T, 11-1775-B-?,

11 12-0275-E-GI, 12-0399-E-P, 12-1 188-F-PC, 12-1655-F-PC, 13-0462-F-P, 13-0467-B-P.

12 13-0557-E-P, 13-0764-E-CN, 14-0344-E-P, 14-0345-F-PC, and 14-0546-F-PC. In

13 addition, I have also testified in a number of APCo cases in Virginia before the State

14 Corporation Commission (“VSCC”) (PUE-2006-00065, PUE-2006-00038, PUE-2009-

15 00030, PUE-201 1-00034, PUE-2012-00051, PUE-2012-00141, PUE-2014-00007 and PUE

16 2014-00026).

18 Q. On whose behalf are you testifying in this proceeding?

19 A. I am testifying on behalf of the West Virginia Energy Users Group (“WVEUG”),1 a group

20 of large industrial customers of APCo and WPCo, both cl/b/a American Electric Power

WVEUG members include: Air Products & Chemicals, Inc.; Axiall — Natrium, LLC; Bayer MaterialScience;
Consteflium, Inc.; E. I. du Pont de Nemours and Company; EQT Gathering, LLC; Huntington Alloys Corporation;
and West Virginia Manufacturing.

I. Kennedy and Associates, Inc.
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I (“AEP”) (where appropriate, “Companies”). WVEUG members take service primarily on

2 Rate Schedules LCP and IP, and on Special Contracts.

3

4 Q. What is the purpose of your Direct Testimony?

5 A. I am responding to the testimony of a number of the Companies’ witnesses on issues

6 related to cost of service (Douglas Buck), the apportionment of the approved revenue

7 increase among rate classes and large industrial class rate design (Alex E. Vaughan), the

$ Companies’ proposal to implement a Vegetation Management Surcharge (Charles W.

9 Gary), and the proposed shift of certain APCo transmission costs from the ENEC to base

10 rates (John I. Scaizo). I also respond to the Companies’ proposal to recover so-called lost

11 revenues associated with Energy Efficiency and Demand Response (“EE/DR”) programs

12 (James D. F awcett).

13

14 With regard to class cost of service issues, I will briefly respond to Mr. Buck’s testimony

15 supporting the Companies’ proposed methodology. As I will discuss, the Companies

16 appear to have used the same general methodology to allocate production, transmission,

17 and distribution-related costs that was used in prior cases, and I do not object to the filed

1$ study.

19

20 I respond to Mr. Vaughan’s testimony on the apportionment of the overall increase to rate

21 classes and rate design. While I generally support the Companies’ proposal to reduce

22 subsidies paid and received by each rate class and move class rates closer to cost of

23 service, I believe that a more substantial reduction in subsidies is warranted in this case,

J. Kennedy andAssociates, Inc.
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I and I will recommend an alternative revenue apportionment that reduces current dollar

2 subsidies by 50%. 1 also address the Companies’ proposal to merge the LCP and I? large

3 industrial rate classes into a single, new rate LPS.

4

5 With regard to Mr. Gary’s testimony on the Companies’ proposed Vegetation

6 Management Surcharge (“VMS”), I will discuss WVEUG’s continued general opposition

7 to surcharges, including the VMS proposal. I also will discuss the methodology used by

$ the Companies to remove distribution-related VMS costs from the base rates of each rate

9 class and the design of the VMS surcharge itself particularly the allocation of VMS

10 expenses to rate schedules. WVEUG continues to oppose a separate VMS, consistent with

Ii my testimony in the Companies’ recent Vegetation Management Program (“VMP”)

12 proceeding at Case No. I 305 57-E-P. If a VMS is nevertheless adopted by the Commission,

13 I do not object to the Companies’ methodology to remove 100% of their vegetation

14 management expenses from base rates; however, I do object to the Companies’ proposed

15 allocation of these expenses in the VMS. As I discuss, the Companies have not followed the

16 same methodology used in the class cost of service study to allocate the distribution-related

17 portion of vegetation management costs in the VMS. I will recommend an alternative

18 allocation methodology.

19

20 I respond to the testimony of Mr. Scaizo regarding the Companies’ proposal to shift some

21 APCo/WPCo Open Access Transmission Tariff (“OATT”) expenses, which are currently

22 recovered through the Expanded Net Energy Cost (“ENEC”) charge, to base rates. As I

J. Kennedy and Associates, Inc.



Step/ten J Baron
Page 7

I explain, I do not see any compelling justification by the Companies for such a change in

2 cost recovery.

3

4 Finally, I respond to Mr. Fawcett regarding the Companies’ proposal to once again seek

5 lost revenue recovery associated with its FE/DR program. The Commission has

6 repeatedly rejected such proposals made by the Companies, and there is no additional

7 rationale provided by the Companies in this case to support lost revenue recovery.

8

9 II. CLASS COST OF SERVICE AND REVENUE APPORTIONMENT

10

11 Q. Have you reviewed the Companies’ class cost of service study?

12 A. Yes. The Companies’ study appears to be consistent with the methodologies used in

13 prior APCo/WPCo cases. In particular, production and transmission demand-related

14 costs have been allocated to rate classes based on a 12 Coincident Peak (“12 CP”)

15 methodology. For purposes of this case, I do not object to the Companies’ approach, and

16 I have relied on the filed study for purposes of evaluating the proposed apportionment of

17 the approved revenue increase to rate classes and rate design.

1$

19 Q. What are the results of the Companies’ tiled cost of service study?

20 A. Table 1 below summarizes the rates of return, relative rates of return, and dollar subsidies

21 paid and received by each rate class at present rates. These results are all based on the

22 Companies’ filed study, with no adjustments.

.1. Kennedy andAssociates, Inc.
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Table I
Class Cost of Service Results @ Present Rates

Dollar Subsidy
Class ROR % ROR Index Received/(Paid)

RS 3.33 0.66 59,074,678
SWS 3.98 0.78 544,883
SGS 4.76 0.94 412,316
GS 6.74 1.33 (18,979,719)
LCP 8.05 1.59 (32,463,874)

6.01 1.19 (2,750,288)
Special Contracts 6.33 1.25 (3,999,233)
SS 4.90 0.97 283,182
OL 8.50 1.68 (1,276,780)
SL 11.03 2.17 (843,165)

Total 5.07 1.00 (0)

2 As has been the case for many years, large industrial customers taking service on Rate

3 Schedules LCP and IP and on Special Contracts are paying rates significantly above the

4 cost to serve them. This is indicated by relative rate of return indices substantially above

5 1.0. for rate LCP, the rate of return index is 1.59, and for rate IP the rate of return index

6 is 1,19; it is 1.25 for Special Contract customers. This means that these rates are

7 providing rates of return on investment much higher than the average retail APCo/WPCo

$ customer. For example, the residential class is only earning a rate of return of 3.33%

9 compared to the system average of 5.07%. Thus they are not paying rates sufficient for

10 their cost of service.

11

12 Q. How much are large industrial customers paying above cost of service?

13 A. This is shown in the column in Table 1 labeled “Dollar Subsidy.” A subsidy is the

14 amount of revenue above or below cost that a rate class is paying or receiving at present

.L Kennedy andAssociates, Inc.
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rates, if the amount in the Dollar Subsidy column is negative, the dollar amount reflects

2 the overpayment that is currently being paid by the rate class. For Rate Schedules LCP

3 and I?, these large industrial customers are currently paying $32.46 million and $2.75

4 million, respectively, to support the underpayments by othcr rate classes. As shown in

5 Table 1, the underpayments are primarily occurring in the residential class (receiving a

6 current annualized subsidy of $59.07 million).

7

$ Q. Has this situation of overpayments by large industrial rate classes been a recurring

9 situation on the APCo system?

10 A. Yes. In Case No. l0-0699-E-42T, the Companies’ prior base rate case in 2010, the cost

ii of service study showed that rates LCP and I? were paying a combined $15.5 million in

12 subsidy payments, largely to the residential class.2 Clearly, this problem has been

13 continuing for a number of years and has become even more severe.

14

15 Q. Are the Companies proposing to address this recurrent subsidy problem in its rates

16 in this case?

17 A. Yes, to some extent. As discussed by Companies’ witness Mr. Vaughan, the Companies

18 are proposing to reduce the current dollar subsidies by 25% at proposed rates.3 However,

19 while tins movement towards cost-based rates is needed and appreciated by WVEUG, it

20 is simply insufficient to address the significant continuing and current misalignment of

21 rates and cost of service. Table 2 below shows the increases proposed for each rate class

2 Direct Testimony of Stephen Baron, Case No. 1O-0699-E-42T, Exhibit_(SJB-2), page 1 of 2.
Companies’ Exhibit AEV-D, Direct Testimony of Alex E. Vaughan, hereinafter, “Exh. AEV-D,” p. 10.
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1 by the Companies and the remaining subsidies that would continue to exist for each rate

2 class.

Table 2
APCoIWPCo Proposed Increases and Remaining Subsidies

Proposed Dollar Subsidy
Revenue Received/fPaid)

Class Increase (%) @ Proposed Rates

RS 1851 44,306007
SWS 17.18 408662
SGS 14.59 309,236
GS 10.48 (14,234789)
LCP 7.64 (24,347,906)

9.87 (2,062,716)
Special Contracts 7.74 (2,999,424)
SS 14.09 212,387
OL 6.84 (959,085)
SL 4.79 (632,375)

3 Total 13.23 0

4 As can be seen, rates LCP and IP would continue to pay substantial subsidies to the

5 benefit of the residential class and other classes even after the Companies’ 25% subsidy

6 reduction is implemented. This level of movement towards cost based rates simply does

7 not adequately address the problem.

$

9 Q. Why is it particularly important to address this subsidy issue now?

10 A. During the past several years, rates for the Companies’ large industrial customers have

11 increased dramatically.4 For example, during the period June 2008 through January

12 2014, $ubtransmission and Transmission service customers on Rate Schedule IP received

This includes base rate increases as well as increases in ENEC and various surcharges.

.1. Kennedy and Associates, Inc.
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I rate increases totaling 54%. This does not include the potential increases of close to

2 10%, on average, as proposed in this base rate case. At the same time, these large

3 industrial customers have continued to pay millions of dollars of subsidies to other rate

4 classes. While the Companiest proposal to reduce these subsidies by 25% is appreciated

5 by WVEUG, it is insufficient to adequately address the overpayment problem that has

6 existed for a number of years. In order for West Virginia industry to be competitive

7 nationally and internationally, it is critical to reduce these electric cost subsidy payments

$ as quickly as possible. A 50% subsidy reduction in this case will help move the

9 Companies’ rates towards cost in a reasonable manner.

10

11 Q. Do you have a recommended revenue apportionment that would more reasonably

12 address the current subsidies that exist hi the Companiest rates?

13 A. Yes. Baron Exhibit (SJB-2) presents a revenue apportionment analysis in which

14 current dollar subsidies are reduced by 50% at proposed rates.5 Table 3 below

15 summarizes the WVEUG proposed increases and compares these results to the

16 Companies’ proposed increases. Also shown are the remaining dollar subsidies that

17 would continue to be paid and received by each rate class under the WVEUG

18 recommended 50% subsidy reduction.

I have utilized the Companies’ proposed overall revenue requirement for ease of comparison; however, WVEUG
supports several downward adjustments to the Companies’ proposed revenue requirement.

J. Kennedy andAssociates, Inc.
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Table 3
WVEUG Proposed Increase @ 50% Subsidy Reduction

WVEUG* APCoIWPCo
Proposed Dollar Subsidy Proposed
Revenue Received/(Paid) Revenue

Class increase (%) @ Proposed Rates Increase (%)

RS 21.05 29,537339 18.51
SWS 18.74 272,441 17.18
SGS 14.99 206,158 14.59
GS 8.59 (9,489,860) 10.48
LCP 4.78 (16,231,937) 7.64
IP 8.94 (1,375,144) 9.87
Special Contracts 6.73 (1,999,616) 7.74
SS 14.30 141,591 14.09
OL 3.72 (639,390) 6.84
SL (0.93) (421,583) 4.79

Total 13.23 0 13.23

* Based on the Companies’ overall revenue request. These amounts should be
scaled-back in the event that the Commission approves a lower overall increase.

2

3 Even wIth a 50% subsidy reduction, customers on LCP/IP (the new LP$ rate schedule)

4 will continue to pay subsidies of $17.61 million. In short, these large industrial

5 customers will continue to pay rates significantly above cost, even as they attempt to

6 remain competitively viable in the current economy.

7

J. Kennedy andAssociates, Inc.
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I Q. In the likely event that the Commission approves a revenue increase in this case that

2 is less than the Companies’ requested increase, how should be the results in Table 3

3 be adjusted?

4 A. The WVEUG recommended increases shown in Table 3 should be scaled-back

5 proportionately so that the total revenue increase for all rate classes matches the

6 Commission approved amount. For example, if the Commission authorizes an overall

7 revenue increase for the Companies of $90.75 million, the recommended increases shown

8 in Table 3 would be reduced by 50% for each rate class.

9

10 III. LPS RATE DESIGN

11

12 Q. Do you have any comments on the Companies’ proposal to combine large industrial

13 Rate Schedules LCP and IP into a new Rate Schedule LPS?

14 A. Yes. While I do not have any general objection to the proposal to combine Rate

15 Schedules LCP and IP, I do have concerns with the specific design that the Companies

16 propose for Rate Schedule LPS.6 As discussed by Mr. Vaughan, the new LPS rate is

17 designed with a demand charge and a two-tiered energy charge blocked on the basis of

18 hours-use of demand.7 The first hours-use block covers kWh energy usage for the first

19 500 hours of use per kW during the month. The second block, which appears to be

20 designed to recover energy-related costs only (i.e., no demand costs), is charged for all

21 additional energy. The 500 hours-use level corresponds to a monthly load factor of about

While this section of my testimony is focused on the combination of rates LCP and IP into Rate Schedule LPS, I
understand that elements of the new LPS rate may apply to some Special Contract customers.
7EXh. AEV-D, p. 22.
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1 68%. The first hours-use energy charge, however, includes demand-related costs that

2 would otherwise be included in the kW demand charge. Based on a review of the

3 Companies workpapers. it appears that about 60% of the fixed demand costs attributable

4 to Rate Schedules LCP and IP will be recovered in the kW demand charge, with the

S remaining 40% recovered in the first hours-use energy block. Therefore, as proposed by

6 the Companies, only 60% of fixed, demand-related costs would actually be recovered in

7 the kW demand charge. As a result, a significant amount of demand costs would be

8 recovered via a kWh energy charge. This is inconsistent with cost causation and could

9 result in a misallocation of cost responsibility to customers on this rate schedule and

10 customers with special contracts tied to the rate. I believe that it is appropriate to recover

11 100% of the LCPIIP demand-retated costs in the kW demand charge and simply have a

12 single energy charge to recover base rate energy-related costs (i.e., those energy related

13 costs that are not being recovered in the ENEC).

14

15 Q. Have you designed an alternative version of Rate Schedule LPS reflectitig your

16 recommended changes to the demand and energy charges?

17 A. Yes. Baron ExhIbit_(SJB-3) shows the proof of revenue for my recommended

1$ alternative LPS rate compared to the Companies’ filed Rate Schedule LPS proposal. For

19 purposes of presenting an alternative LPS rate design, I have utilized the Companies

20 proposed LPS revenues so that my alternative rate is revenue neutral. To the extent that

21 the Commission adopts my recommended 50% subsidy reduction apportionment of the

22 overall increases and/or authorizes a lower overall revenue increase in this case; the Rate

23 Schedtile LPS rate shown in Exhibit (SJB-3) should be adjusted accordingly.

.1. Kennedy and Associates, Inc.
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1 Q. Did you examine any alternative designs for Rate Schedule LPS that would recover

2 less than 100% of the demand costs in the kW demand charge?

3 A. Yes. I did look at an alternative that would recover 80% of the Rate Schedule LPS

4 demand costs in the demand charge. The purpose of this analysis was to assess the

5 impact of alternative amounts of demand costs recovered in the demand charge on lower

6 load factor customers currently on Rate Schedule LCP. Based on my analysis, the

7 difference in the overall increase to Rate Schedule LCP Secondary, Primary and

8 Subtransmission customers is less than 1% in comparing a 100% recovery of demand

9 costs and an 80% recovery of demand costs in the kW demand charge. Moreover, if the

10 Commission accepts my proposed revision to the VMS (discussed subsequently in my

11 testimony), Rate Schedule LCP Secondary and Primary customers will be the main

12 beneficiaries, thus mitigating any adverse effect of my proposed LPS rate design change.

13

14 IV. VEGETATION MANAGEMENT SURCHARGE ISSUES

15

16 Q. Have you reviewed the Companies’ proposal to remove all vegetation management

17 expenses from base rates and recover these costs through a cycle-based VMS?

18 A. Yes. As discussed in Mr. Gary’s testimony, the Companies are proposing to remove the

19 vegetation management expenses currently being recovered in base rates and recover

20 these costs, plus additional Commission-approved VMP costs, in a new surcharge

21 mechanism,

22
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1 Q. Do you have any concerns with the Companies’ VMS proposal?

2 A. Yes. Consistent with WVEUG’s testimony in Case No. 13-0557-E-P and prior West

3 Virginia proceedings, I do not support the creation of an additIonal surcharge for these costs.

4 Continuing to recover legitimate vegetation management expenses through base rates

5 provides the Commission and other parties an opportunity to review these costs in a

6 traditional proceeding and in the context of all of the Companies’ other expenses, some of

7 which may decrease over time. Only in a base rate proceeding can such other expense

8 decreases be offset against increasing vegetation management costs.

9

10 In addition, as I discuss below, the Companies’ proposed allocation of distribution-related

11 vegetation management costs in the VMS is not consistent with the allocation

12 methodology used for these same costs in base rates. The VMS should allocate these

13 expenses to rate classes in the same manner that is, and has been, used by the Companies

14 to allocate these costs in the class cost of service study.

15

16 Q. How did the Companies remove the test year vegetation management expenses from

17 base rates?

18 A. As discussed by the Companies’ witness Philip A. Wright, the Companies have removed

19 $ 10.965 million of vegetation management costs from test year expenses (Adjustment 24-

20 TD).8 This amount was removed from test year overhead maintenance expenses in

21 Account No. 593. The remaining balance in this account was allocated to rate classes in

22 the cost of service study following the methodology described in Mr. Buck’s testimony.

Companies’ Exhibit PAW-D, Direct Testimony of Philip A. Wright, hereinafter, “Exh. PAW-D,” p. 9.
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1 Q. How are the Companies proposing to recover the existing and prospective

2 vegetation management costs from rate classes within the surcharge mechanism?

3 A. Based on Mr. Gary’s testimony and exhibits, the Companies propose to first classify the

4 expenses into distribution and transmission-related categories.9 The transmission-related

S costs will be allocated to all rate classes (including Special Contract customers) that have

6 customers taking service at Subtransmission and Transmission voltages based on the

7 2013 12 CP demands developed for the class cost of service study. This is a reasonable

8 methodology, and I do not object to this aspect of the VMS cost allocation.

9

10 Regarding distribution-related costs, these costs are only allocated to rate classes and

11 Special Contracts with customers that take service at Primary or Secondary voltages (i.e.,

12 Subtransmission and Transmission customers were not allocated a share of distribution-

13 related vegetation management costs). Again, I agree with this approach. The

14 Companies, however, then allocate these distribution-related vegetation management

15 costs to rate classes using 12 CP demands at generation. While I agree that these VMS

16 costs are demand-related, the appropriate allocator should be the allocation method used

17 by the Companies to allocate FERC Account No. 593 (overhead maintenance expenses)

18 to rate classes in the class cost of service study. Vegetation management costs are

19 included in Account No. 593. The Companies allocate Account No. 593 expenses by

20 first classifying the expenses as Primary or Secondary. Primary costs are allocated based

21 on class contributions to the primary system 12 C? demands. Secondary costs are

‘Companies’ Exhibit CWG-D, Direct Testimony of Charles W. Gary, hereinafter, ‘Exh. CWG-D,” p. 5.
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allocated based on a 5 0/50 weighting of class Non-Coincident Peak (“NCP”) demands

2 and the sum of customer maximum demands.

3

4 Q. How does the Companies’ proposed VMS allocation of distribution-related

5 vegetation management costs compare to the allocation of these costs in the class

6 cost of service study?

7 A. Table 4 shows this comparison. As can be seen, the Companies’ VMS allocation is lower

8 for the residential class than the Companies’ traditional class cost of service allocation

9 method. For Rate Schedules LCP and IP, the VMS allocation is much higher than would

10 be the case if these vegetation management expenses remained in base rates or were

11 properly allocated in the VMS.

Table 4
Vegetation Management Expenses

Comparison of Class Cost of Service Allocation vs VMS

Cost of Service Study VMS
Allocation of Allocation

FERC Acct. No. 593 (per CWG-D3)

Residential Service RS 68.42% 60.39%
Small General Service SGS 2.09% 220%
Total General Service GS 18.63% 22.20%
Total Large Capacity Power LCP 5.95% 10.34%
Total Industrial Power lCD IP-TOD 0.33% 0.59%
Sanctuary Worship SWS 1.17% 0.84%
Total School Service SS 2.79% 3.37%
Outdoor Lighting CL 0.38% 0.00%
Street Lighting SL 0.12% 0.00%
Special Contracts SC 0.13% 0.06%

12 Total West Virginia Retail 100.00% 100.00%

13
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I Q. have you revised the VMS distribution rates to reflect your recommended

2 allocation change?

3 A. Yes. Baron Exhibit (SJB-4) shows the revised VMS distribution rates reflecting the

4 allocation percentages that are shown in Table 4 for the distribution-related vegetation

5 management expenses.

6

7 If the Commission approves the VMS, the distribution-related cost allocation factors

$ proposed by the Companies should be revised to use the class cost of service allocation

9 factors so that no customer class is worse off or better off simply because the Companies

10 have moved their vegetation management costs to a surcharge. If the VMS proposal is

11 approved, it certainly should not result in a cost shift to large industrial customers. This

12 would be the result if the Companiest proposal is adopted. Table 5 below shows the

13 resulting VMS rates using the revised distribution cost allocation, compared to the

14 Companies’ proposed rates.

J. Kennedy and Associates, Inc.
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Table 5
WVEUG Proposed VMS Rates

WVEUG Proposed Companies’ Proposed
(IkWh) ($IkW) (0/kWh) ($IkW)

RS 0.480 0.424
SWS 0.540 0.391
SGS 0.358 0.378
SS -SEC 0.934 1.053

-PRI 0.738 1.338
-AF 0.000 0.345

GS:TOD -SEC 0.678 0.753
- PRI 0.696 0.773

GS -SEC 0.888 1.019
-PRI 0.548 1.016
-SUET 0.240 0.240
-TRANS 0.192 0.192
-AF 0.000 0.310

LCP -SEC 1.177 1.421

-PRI 0.677 1.244

-SUET 0.191 0.191

-TRANS 0.189 0.189

IP -SEC 1.177 1.421

- PRI 0.677 1,244

-SUET 0.191 0.191

-TRANS 0.189 0.189

CL 0.207 0.000

SL 0.180 0.000

2
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1 V. SHiFT OF PJM OATT TRANSMISSION REVENUES FROM THE ENEC TO
2 BASE RATES

3

4 Have you reviewed the Companies’ proposal to shift PJM OATT transmission

5 revenue credits from the ENEC to base rates?

6 A. Yes. This proposal is discussed in Mr. Scaizos testimony beginning on page

7

8 Q. Please explain what the OATT is and how it relates to the Companies’ West Virginia

9 ratepayers.

10 A. Currently, the Companies recover the return on and of their transmission investment, plus

11 their transmission operations and maintenance (“O&M”) expenses, through base rates.

12 This is consistent with the methodology used by APCo and WPCo for many years,

13 including the period prior to AEP joining PJM. With the Companies’ participation in

14 PJM, there are additional PJM related revenues and expenses that are currently, and

15 appropriately, recovered in the ENEC.tI This is consistent with the treatment of other

16 PJM expenses and revenues, such as those related to generation. The return on and of

17 generation facilities, plus O&M expenses, are recovered in base rates while PJM

18 locational reliability charges (PJM capacity charges associated with reliability) and the

19 RPM capacity revenues paid to APCo generating units by PJM are included as a revenue

20 credit.

21

o Companies’ Exhibit JJS-D, Direct Testimony of John J. Scaizo, hereinafter, “Exh. JJS-D” pp. 6-11,
‘ These include those costs and credits associated with the applicable transmission tariff or ‘OATT.”
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1 Q. What is being proposed by the Companies?

2 A. In this case, the Companies are now proposing to remove the transmission revenues

3 received by the Companies (transmission ownership revenues) from PJM as an ENEC

4 revenue credit and reflect these revenues as a revenue credit in base rates. PJM

5 transmission expenses paid by APCo and WPCo associated with their load will continue

6 to be recovered from ratepayers in the ENEC.

7

2 Q. What is the rationale provided by the Companies for this change in rate treatment

9 of transmission revenues?

10 A. Based on Mr. Scaizo’s testimony, it appears that the Companies are trying to eliminate

11 regulatory lag associated with incremental transmission investment that occurs between

12 rate cases. Under the current method, if the Companies make a transmission investment

13 after the end of a base rate case test year, these investments are not reflected in

14 transmission plant in service in base rates. However, the PJM OATT provides the

15 Companies with transmission owner revenues associated with this incremental

16 investment on a projected basis so that these revenues are reflected as a revenue credit in

17 the ENEC in the year in which they are received by the Companies from the PJlvI formula

18 rate. Under the AEP East Operating Companies OATT, network transmission rates

19 become effective on July l of each calendar year, based on the prior year’s FERC form

20 1 data plus adjustments for transmission investment “projected to occur by the end of the

J. Kennedy and Associates, Thc.
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catendar year during which the Annual Update is prepared.’2 The Companies’ proposal

2 appears designed to reduce or eliminate this regulatory lag.

j

4 Q. Do you agree with the Companies’ proposal?

5 A. No. There is simply no justification for moving the OATT revenue credits from the

6 ENEC but keeping the OAIT transmission charges in the ENEC. To the extent that the

7 Companies expect that there will be a material level of incremental transmission

8 investment that will be reflected in the OATT formula Rate, customers will be charged

9 for this investment through the Network Integrated Transmission (“NITS”) rates paid by

10 APCo and WPCo and recovered through the ENEC. The corresponding transmission

11 owner revenues should be simultaneously reflected as a revenue credit in the ENEC as

12 well.

13

14 Q. Why is this proposal problematic for ratepayers?

15 A. To understand the real implication of the Companies’ proposal, assume that APCo and

16 WPCo retail customers comprise 100% of the transmission load included in the OATT.

17 Essentially then, the transmission revenues received by the Companies as owners would

18 exactly equal the NITS charges associated with APCo and WPCo load. Under the

19 current arrangement, both of these items are reflected in the ENEC and fully offset each

20 other. As a result, the only investment-related transmission costs paid by ratepayers

21 would be the transmission revenue requirements included in base rates. If the OATT

t2 Attachment H-14A, AEP East Operating Companies OATF, Section 1, paragraph (ii).

J. Kennedy and Associates, Inc.
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1 transmission owner revenues are reflected in base rates as now proposed by the

2 Companies, there would be a mismatch because the ENEC would only reflect half of the

3 PJM OATT transaction. In other words, the Companiest proposal would provide for the

4 recovery from ratepayers of certain transmission-related costs via the ENEC, but it would

5 fix in base rates any OATT revenue credit that might offset these costs. If transmission

6 investment increases, then customers will be worse off

7

8 Q. Have the Companies provided any evidence in this case that the regulatory lag that

9 might occur under the current ENEC treatment of transmission revenues would

10 create a financial hardship for the Companies?

ii A. No.

12

13 Q. Should the Companies’ OATT transmission revenue proposal be rejected?

14 A. Yes. The end result of the Companies’ proposal is that it would create an automatic

15 transmission investment recovery mechanism within the ENEC similar to an incremental

16 transmission investment rider. Because customers will be paying for incremental

17 transmission investment through the recovery of NITS charges in the ENEC without an

1$ offsetting revenue credit, the result is that customers will now be paying for new

19 transmission investment through a FERC tariff whose costs are recovered through the

20 annual ENEC. This is unfair to ratepayers.

21

J. Kennedy and Assodates, Inc.
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1 VI. RECOVERY OF LOST REVENUES

2

3 Q. Have you reviewed the Companies’ proposal to recover lost revenues associated

4 with its EEIDR program?

5 A. Yes. In a number of EE/DR proceedings during the past few years, the Companies have

6 sought recovery of so-called “lost revenues” associated with reductions in sales that may

7 (or may not) have been caused by EE/DR programs. The Commission has consistently

$ rejected these requests (Case Nos. 10-0261-E-GI, 12-0271-E-GI, 13-0462-E-PC, and 14-

9 0345-B-PC). WVEUG has consistently opposed the recovery of lost revenues. In this

10 case, Companies’ witness Mr. fawcett presents testimony supporting a proposed base rate

11 pro-fonna adjustment to reduce test year rate revenues by $5.186 million for BE/DR

12 induced reductions that might occur beyond the test year.

13

14 Q. Do you continue to oppose a lost revenue adjustment, even if it is reflected in base

15 rate revenue requirements?

16 A. Yes. The Companies’ lost revenue adjustment continues to be speculative,

17 notwithstanding the proposal to recover the lost revenues in base rates. The

18 quantification of the $5.1 86 million lost revenues is premised on estimates of BE/DR

19 program savings that are projected for three years. Even if there were no projections, the

20 lost revenues are only estimates based on an Evaluation, Measurement, and Verification

21 (“EM&V”) calculation using “field measurements, customer surveys, and confirmed

.1. Kennedy and Associates, Inc.
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I calculations.’’3 The Companies’ lost revenue estimate is clearly not a known and

2 measurable change in revenues, since the mWh savings from EE/DR is only an estimate

3 and includes assumed savings for fliture years (2015, 2016).

4

5 Moreover, even if the lost revenue calculation is accurate, it does not account for other

6 changes that may occur that would offset this revenue loss, such as customer growth or

7 sales growth per customer. The Companies are entitled to earn a fair rate of return on

$ their investment. There has been no evidence presented in this case, to my knowledge,

9 that the Companies are not able to earn such a fair return without recovery of lost

10 revenues. Nor have the Companies presented evidence that they will not or cannot

11 pursue EE/DR programs without lost revenue recovery. While it is true that the

12 Companies will recover more revenues ($5 .186 million) from customers if their requested

13 lost revenue adjustment is approved, that is not a reasonable standard for setting rates,

14 even if the $5.186 million can be tied to the estimated mWh sales reductions produced by

15 EE/DR programs. Rather, the proper standard should be whether the Companies have the

16 opportunity to earn a fair rate of return without lost revenue recovery. I do not believe

17 that the CompanIes have shown that they will not be able to do so. As such, the

1$ Companies’ lost revenue recovery proposal should be rejected.

19

Companies’ Exhibit JDF-D, Direct Testimony of James D. Fawcett, page 8.
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I Q. flow, then, should the Companies address this issue?

2 A. As they have otherwise done in this case. That is, the Companies’ test year calculation of

3 revenues necessarily accounts for any revenues that are actually “lost,’ ‘ whether that was

4 the result of EE!DR programs or not. The base rate case process is the proper mechanism

5 by which to account for changes in revenue.

6

7 Q. - Does this conclude your Direct Testimony?

$ A. Yes.

J. Kennedy and Associates, inc.
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1/93 930114- WV frcoGases 1orngatoaPowef InternrAIeraIes.
8-C Co.

J. KENNEDY AND ASSOCIATES, INC.
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993 93O7)9-EG FL Fk)& istnaI Gerec. Bedr Cast esoiey sid stt)on

Powot Us Gro (ittitos of DSM s.

993 M-C09 PA LehhVafley P1var1aPower R1eakigtroath1ertof
30403 PrCamftee & UitCo. oesesrsvexes.

I 1193 340 KY Kerucly Indat Ge,aic- Ga Mccon ofespfr
UtWy Custosiers Utfities Uwkxts- FERC Orth 630.

12i93 U-17735 LA Lctstar PLtJHC Cui BesMc Ntcleai ØaiI ouctze,
SOMCO Cosirnission Ponor CocpoWiva orosastir, escOoscy.

Stat

4)94 [-0I MN LesgePcwei trvias Misisonta Powc Cost al1tion, rate stgn,
GR94-tOI C rea93b1a1

994 U-)I78 IA LouaP&tc LouistanaPu& MaIyssoflatccst
Savice cDcmniission U Co. tiicwccçan ar

ciuTndsrnpccjn.

7)94 R-009403 PA Mnco, Ir.; West Pesn Power Co. Cost4seitc, aPion c
West ftmPoer teiree,e csigt
tncislrta tr1vaiors enissionancendes. and

qatIa’ andmalntenaixo orqso.

7194 94-f WV West Wgria Maigata Power Cos-cf-anzvice. allon of
E421 Enorjy Users Grcq Co rreincrsiso, dratodn.

994 EC94 Fodond LoAsianaRbe GutStates Notextmcsowe
130 Ene Se*e aiinisston UlWiesiErler0y thitdn urts vklaton of

systani ecnert by Ertergy.
Canmissfon

994 R-C43 PA LertghVaey Pen aPub Astsofhitanblorrte
Oat Power Ccarmitton Utlidy Conrthstcn terms and condtims, ava4abtty

OOICCOa1

3194 U-17735 LA WasisnaPtbiic CiaiE[osIric Excpeavoioad
Service Camitssion Power Coccerafive oxt iate,

994 U-l94 LA LorisianaRbc GuStes Rereqiranrerts
SoviceCamsisston Uhhhies

10)94 52f-U cr GgaRtAo Sc&rthern Bet Prsccnrpetaon
SConrmisdon Tdepher & intd,murconmerts.

Iegrrç o.

J. KENNEDY AND ASSOCIATES, INC.
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Date Case ]urlsdlct. Party Utility Subject

11194 EC9I-7-.a0 FERC WJatas Pihe El Pae Eiedrc Merger c*catcs, Ira satan
E)993O Service Canmission arrdCantrai and e hd hermnless

Southesl prcçesals.

2 941-43cEG CO CF&lStoatLP. Pr.b4cServce Inrcrreratas,
Cayof coat-of-servrce.
Cderad

4)95 R-0432?1 PA PP&. ksijrial Penre4vaer Power CLof.aer*e, aticcatian of
CiartJtanco & Ugit Co. rat orate deatgn,

inwtibla rates.

6h?5 Y391342’l PA thqiesne rterrçiie DiosneUghtCo. Irtorrtçltorates.
C-03946104 Canp{ansats

8i ER95-112 FEf LAatanaPic Entot’ Sorvoes, OponAsTransniissian
-ODO SoCceynisatan ht Ieñffs-Wtrdeanle.

1&5 U-21485 LA Lotsier,aPitc Gulf Stales NawTlssioctng,
Service Canseiseon Utitifles Cunpac’ teaiue nrernads,

erçtaIstniDttxo.

1G ER951042 FERC LoAs Rblc System Energy Nrammissioir,
Service Cawilssicn Resc*xces, tr. terue rjlrernerds,

lO/ U-21485 LA CotsianaPdhc GutSiates Nrarmisatoniagand
ServiceCanrrrlsston UltitCa. ofdrttc1at,can1at

atrcsIiro.

1l l-942 PA frtrbl Energy Stato-w
Ccosrxmers at all utitøies

Parrrsylvania

7i U-2145 LA CorriatanaRthc Cerroiirerv Rerreqernat
SoMcaCcrnmiasion ElestricCo. analysic.

7196 a7 MD Mndtrs3sMat BalttnoreGes& Ralcraaldrrgicares
Eloc.Co., Patana a Merger.
Elec, Power Co.,
CrviIdlation Erwqjy
Co.

81L#3 i.1 77X LA Leualana Rbhc Car Eicctnc Reanuo tearanreris.
SeMceCernmiaøn Power Cacçata

9/ U-22032 LA Lotisiana Pthic Enlera] Grit Dmsv,wealfarr
ServiceCernatsaton Slates c. rümaatlcresp4at

sfructut

J. KENNEDY AND ASSOCIATES, INC.
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2i97 R-973677 PA PaNee PECO Energy Ca. Cut1tiveterutiikrg
Indulrd Energy policy iceo, ottan cod,
UcerGroLp trarliine charges,

6.W CW US Bank- Wictaia Ptblic Cti Elcotnc Cor*malion ci rcorntei
Pdon rqtcy Service Ccnimission Power Ceçoca1o pn; aalysis of rate potts
No. Ca.sl
94-17474 MidcIeDisiiicl

of LoAsiana

6!7 R-973853 PA Pt-r1adNaNoa PECOEriergyCo. Rda1canpdliatnisss rate
Ierkstrl Energy rtindhr drarthicest
Users Grorp aratysis.

rS7 8738 MD Maryland lrxirshial Goneria Retail CC(TI{xttbfl ssixw
Grckç

7,7 R-9764 PA PP&L Irxslrial PenrsyMan Power Retail c npdit,on, rate
Ci.sterserMence & Ug[t Co. uir. strarthi cxat arysi

Ifl97 972O4 KY PAltrnirun Corp. Big River Pietsis omonst oter*e sies
Soulliro Co. Electr Corp. Big Rivers Reslrricturtr Plan

797 R.974G0 PA Mthcpottan Edson Melrq1itan Edson Retail conipetilion issues, tale
Indatrial Users Co. uszdlr, siraerladest emtysis.

1OW R-974ilX PA Penneylvane Electric PenricyKiania Rall caaltion Issues, rate
lric&fr Custaner Electac Co. utkz1cfs’, dratdond anada

I IW U-22491 LA Corisiana Rk4c Entorgy Cdt Oissionir, wealtst
ServiceCcrnmisder, Stales, c. maltralice,clal

structure.

I 11511 P-971265 PA Phliat’a Aran Enron Energy Aiysis of Retail
nstrial Energy Services Power, Inc.! Rodrrjduirg Prcçxa
Users Grotp PECO Energy

1297 R-976l PA West Peon Power W Peon Retail canpet1ion issues, rate
Itidsikial lntevaroru Power Co. Lrmdir rxd cccl

natysia.
1297 R-974704 PA Dcicsiio lndstrial Dtq.iesne Retail ccrspettion issues, tale

erverus UCc. thencltig, drarthiccct
—S.

398 U-22 LA Lousiana PiLilc (3u1( States Retail coiipalrhon, dranthd
{lJb1cdSlraed SCannodon UtitiesCo. cccl ailificatia
Cod lsSLrE

J. KENNEDY AND ASSOCIATES, INC.
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3/98 U-2 isiarra Pibte Cult Stats SIrarii cost
SoeCisssts Ut%i5 Inc. i&ncttJing sus.

9/98 U-17735 Coisiana Ptsiuic Cajun Etsiric Revenue rerernertsana’ysis,
ScvlceCcmmissicn PoerCceratlve, weather ramiatsiatlea

Inc.

l2)3 8791 MD MaiyxiInciistñeI 8sithoreGas Eryrostndurg,
Grti.p axi E9ectco Co. straricxt rrawwy, nate
MiQenrum Inorgawo un&adir
Chemicals hic.

12)98 U-23358 LA LarraPttic ErlergyGdf Nmsioneiwher
Service Ca misskar Sats, Inc Entergy System

39 EC-tJ8- FE1 LianaPtt4ic Miorican Electric Merger i$w.rs rcto
(Cross- 40-OCO Service Canmice Pow Co. & Cer4rsi niaikd per rn4ation prcpts.
Neodng Tcstinarr) Sorih West Corp.

9/98 98-426 KY Kertud, Indistrel Lc.risvIIIe Gas Pertsnaebiscd riatkn,
UtltyCistarwm, Inc. &Etndric Cci eattemeri ptçssi sates,

Tsbmeriy) crcss-ekshles bsiwerastednc,
gas Se4v56.

&9 96-0452 WV West trnia Ererg Jatan Poser,
Users Gror.p Memxgahsta Power, straxicost recovay, rate

& Patc4riacEdsm urixnr.

7/98 98-0335 CT Caiiecatai Ireijslrtel tinted IIkinkEig Electric i.4ly resirtthrhig,
nergy Consumers Caaçaly straxicd cost tecevery, rate

wtuIr

7,t/9 Mocsa U S. LoiisePUattc CajinElectric Mofiontodasdve
Prccecdng Derikaptcy Service Camilssion Power Cocperative prehmheiy Irincton.
No98-1 Cwl

?i 98-CO CT Cosiadiait treijetrial Cermnocticut iiit Electric tritity redrtx1cit”g,
Energy Consuxners &Power Co. stnxithlcxert receaay, rate

uthirdir’.

10 U-24182 LA Lc&asianaPebc ErYr&gyGiilf Narcemissiog,whar
Service Cormiission Stat Inc. nqmaizsiion, Entergy System

12) U-f 7735 LorAsiarePthlc CsiEthc Nwxlys tiPrcocscd
Service Conimission Power Coopocatve, Ccr6ra1 Rats, M Pats.

J. KENNEDY AND ASSOCIATES, INC.
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oao U-17735 LA LcuanaPth CunEtc Eva uofCcçive
$Cawnssc4 Pe Cctçivo. PeerCc’itdBt

hc

03dm 9.t63- OH AKS1Capaacn Crxrnn1Oas& EdtyredrtiDtul’g,
S..-ETP 9e1tcCo. sbd cosi rale

Uthridir.

0& 98.042 WVA WstVirgra aclianPCo. Erurüj
E-GI EUwcGr Pnaa’BodncCo. rdourtni,

OBtO tO1J WVA WeWa MaiPocCo EtrucKr
E-T Ery Users Cra.p Pdaiia Edison Co. rals urxn1r.
0D.1O51E-T

1Q SOAH47J TX IteDsilos-Fal Worth TXU,lrc.
Q)-10) HcCdaxi raletrbn1h.
PUC 2234 Th3Ceriton of

lrxit Cdlors
NdUalvorctios

12X] U-243 LA Lotistaia Pcb1ic Enlegy G1f Nuiar thamissiorsng,
Service Camisson Slates, hE. rer neis.

12t ELW- LA Lousa Ric Entergy Seces Inc. lnler.CaSyslan
ServeCmsmssion Agreneii: Mcatonsftr

E125-33-c02 ratal oorrxddion, nb bed

O4t1 U-214i3, LA LedsoneRbc ErtergyGuf kxbdalBLalnccoSoçlratke
U.25, eCcnon States, hE. TeesRrgPlai

(StixbatoI B)
Aitew Contested lsaies

101 140-U GA GsorgiaRbtc Georgia PcwerCo. Test yearrevsfecast.
Service Conimsdon
Adersay Slat

1 O1 U-2537 LA Wisana Rtbic Entergy Gidf Nedor dacaiimrs9oring rcqrfronieris
Sefo3 Cornrnreson Stales, Inc. tna-sndsscn revents

1O1 U-2535 LA LodanaPUhc Gonac InJantTransnssiaiCarçany
SorviceCanmiion çTraasod’) RTOtaledeslgn

O32 G)fl 48-El FL South tlocida Ifosplal Florida Poc & Ratail cost evice, rale
d Hoaxhcae Asscc. LIgN Cornnny ctasI resource çlanring aa

thrde rnagenent

J. KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict. Party Utility Subject
C&32 U25935 LA WctanaP Errte’ GtfSIrs RTO Issues

So Camnion lEiitotgy Louistana

(Th02 U 21453 LA Lo.iriana Ptbc SWEPCO, EP xcora1 B-oss Sop.
SCurimIsori TRIuPn.

08,U2 L8 LA tPt1 FrytnaraIrc. Mfistotheker
SoeCsioi Entergy GUfStalac, Inc. Canny Systen Aroernei,

Piiicri ccst Etoi.

ELOI- FERC LcuaraPbic Sevlnc.
Sevice CaTmsaon and he Entergy Ccitçy SysLeirAreeme,

CatirjCaiiopr Praictkn Cost EqeF2atlon

11 O2S-31G CO CF&IStac&Cnos RálcServkeCo.ct FIPtmestCIawo
Mo xi son Cu Cdcrai

O1 U-17735 LA LaAstemPtLlic Lo.ianaCas Ccxdrad Issues
Service Caiinisston

( 025-55’4E Co CreCrecand Ait, Inc.
OoidMsrgCo. purdiacedpce.

O43 U-26527 LA Lo’is’erEPLtlic ECdtS1nteslnc Wnomahbonjw
Seice cconmlssion pirctiaon€qanses. Systan

Arcrancrd oac,

1M13 ERS3-75W) FEF LiPtLic ESoo,lnc Ppxnificaticcsto
Sevkecmnssion andI[eEntar’Opaning SysienPnatTaiffMSS-4.
Stall Cmns

11/03 ER03-583tOO FERC Lostaa Pttlic Entergy Serves, Inc., EvaIucn otWhdosalePtxchaced
ER03-56-031 Service Cermiloslon Re En orgy Oporailig Power Contracts.
ERO3-583.ttY2 ConriIss, EWO Makel

h CP, and Enlergy
ER03-681-Xl, Power. Inc
ER03-681-031

R03-682.cOO,
ER03-6R2-OO1

12U3 U-271 LA Lorstara Pilc Entecgy Lotslavi, Irc Evaluelion o(Whdesalo Puctaccd
Sen4ce Coninloston Power Contracts.

O14 BOl34 AZ KorConpory MoorePtEkeSavicoCo. ReorRonrelodi

O2 c32371 PA lXguesno frxiistrtal OcojeUght Ccrneny Pro.n of Isstrescd issues.
lntecvencrs

J. KENNEDY AND ASSOCIATES, INC.
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0&04 03A.43EL Co c&i Sled, LP aid PriAc SCaTiany Purchnd Pcitert4ucimed Cjse,
CnaMobcdntm of Cdorcä

0404 2Ck300433 KY Kentucky indistrid Utility Ledstle Gas & EledricCo. Cast OISSMc9 RdeDesn
20.3434 Custarrers, lr. Kentucky Uti?ites Co.

004 035-5391! CO CreCrcekVrctcGdd Aquia,In CasSJloDesti
Mlr*rg Co., Garckid Corp., ldtartle Res
Hddm (US,), lrc., and
TteTrreCo.

04104 R-03049256 PA PP&L IrlilrulCtattxna PPL Electric Ulfiihas Cap. Cast of sarvias, re cklgn,
AJ[aicopPucA tariff bsuos and trnnsiiiion

vice Urge.

1004 0451641! CO CF&IdCai’ariy.CIhiiax PtcSaceCanery Ced,recdgn,
Mires of Cdaecb lntes.

03104 Csse No. KY Kark.dcy lixistrial Kentucky Uliltias Eridrcanen1 cast raxe.
2D4-0426 UttilyCustariors, ,o. Lo&isiIleO&ElectricCo
Caseilo.
D4-LO42l

04(b al45-El FL South FIcd HoØ Fbidi P& Rdart ccd of sewo, rute
arxiHsathcae Asscc. U Ccrnny

O7 U-261 55 l.A Lo.asiasia Rz Eda’ 1aisar lr. ItidaitCcxrrrrsla of
Savice Carenissiar Staff Entergy Gr.if Slutas. Inc. Tranarnlo1-Castrenett

CAXi Cae Nc WVA Wed 1lirnrsEiogy Mar Pca Co. Ersiraeeirtd cast reccvy,
05-0402-E-CN Usocs Grap Pdaiias Edison Co. Seoriritization, Frrssidt Otdoc
040750-E-PC

01K6 21X&.03341 KY Ken kyhãrstriat KedeckyPoweiCariarny Cc.recgn,
Udrty Cuctonrers, Ire. tiissai aqocses. Cargostcn

Ced Racasay Mecadism
03,03 U. LA Loudarna Rbfrc Service EGfStdes,lr SatnofEGStidoTaxaaand

Ccnmisdon Staff Lcsaa Conres

C1KX3 U-25116 LA LoREkSodcc ELoridaru icc. TranaiiiedonRedigdiar
Cuntr*atar Staff

05 R-CL1346 PA Dtq.earne Irdjstuiai Dtasne UgIf Co. Cast o1Save, lteDed Tsarisaar
C01-LtTh krlervecus & IECPA Savice Crazge, Taefl Issues

C 0313 Mei-Ed tr,.idndl Ene’ MetscçcMen Edison Co. Gsteatrai RateC Terrsintsdai Savce
367 UsocsGro a’xl Ponelec Pertsytvaria rio Co Ctssge, Cast di Service, Rate Dedgn,T

P-22I3 hslriaI Cristalier

J. I<ENNtDY AND ASSOCIATES, INC.
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Case JurtfdICt. Party — — Utility SutJect
P.OX2214

07C6 U-22 L Coxsai Pttltc Sorice EnIgy GifStat. Inc. Sepaalim o(EGSI irto Texas axJ
Cctrtsser, Staff Lodsana Coios.

07 Cneo No. KY Keiiy Irti Kentu Utlitce Erairamentti ccst reery.
2XCO130 UiIyCus1aires, Inc odeiIe Gas& 9tm Co.
Caso No.

0503 Case No. VA OdDanironCaniine adanPoCo CcaiolRetrv,
PUE-2O5-txTh5 Fc F UtiIy lites OffSysteni Seine rrex1n reie lrtnc

0503 E-0134S- AZ Krc Canpary ArbrctaPr±lc ServieCo. Rw axai, of sevice,
0&1C re ciasgi

li Dcc No. CT Ccic1 kxjcJria Ccmicut U & Power Rate u bung astas.
ST-Ol-1?E02 Energy Ccstn,ss UritJ Ilkzrirdng

OW? CaseNo. WV WnetWnaErsrgy Mon PowecCo. RclaiCoslofSevioo
O5.t)-&421 Users Group Peionne Edison Co. Ree, aoiliorrnent

03A17 U-764 LA Lolars PtLlIc Sorow Enter’Gd1Steine, Inc InEmontatcz, of FERC Dtri
Coion Start Entgy tam, LLC Jsisd1oo & Fte Class /Tcceien

05W Case No. OH Ohio Encgj Gro Ohio Power, Cokxnbuc Enwcrmiat Surcharge Fo Dasige
07-63-EL-UNC Southern Power

05W R-005t92E PA PP&L(ndijriaI C(slaiier PPLBedrk U1tite Ci*p: Cast of sevias rate chaign,
Raiand Ailiance PPLICA ahifissune seitranserission

secce charge.

0507 R-000721E5 PA PP&LiodistnialCtsicnier PPLEeddc1fliMkCap. Cast of soriicerdechsign,
Aihance PPUCA tacff seucs.

01107 Dcc.No, CO Gateway Canyons 1±0 GandV&i’PowerCocp, DbhaiLinaCastMccation
07F-037E

05107 Onc. No. WI Wisconsin Inckmtrial Wiscohan ElneIne Power Co. Cost otSecvice, rate ciosigi, tanIf
05-UR-103 Energy Grop, inc. ftsune, IntetapIo ratc

1W? ERO7•00O FERC Louieana Rbhc Enter’ Services, Inc. Prcolmcdtcatlons to
erviceCenteission ahaihaEhiergyCssating SysInigreanei 6aherdeMSS-3.

Staff Conpanles Cast

1100 Das.No. WY CrnaseEnergyCwany RnekyMoucitaniPcwer ‘nPriorMagWICcstPridrrj
20L-2ThER07 (Pasitcoip) Pr ed Test Year

1100 Case No. OH Ohio Energy Gup CilioEdnen, Tolech Edison Ciass Cost clSorvico, Pate Rastinrrg,
0755i CIeveIar edric Ilkrnfratirg PtioaneriI of Reverae IrxIo

J. KENNEDV AND ASSOCIATES, INC.
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3O8 DecNo. AZ
E-01B33%0tO

0&8 08-0278 WV
E-Gt

61011 Case No. OH
08.124-EL-AlA

7A38 DouketNo, UI
07-038-93

08.V8 Dec. No, WI
6680-UR-IlO

088 Doe. No, WI
6690-UR-119

0V8 Case No. OH
936-EL-SSO

oaoe Case No. OH
08-935EL-SSO

tt8 Case No. OH
06-917-EL-SSO
06-918-EL-SSO

lfl6 ZEOO251 KY

11,6 66-1511 WV
E-Gl

11e M-2. PA
l88, M
ZXD8-%38t97

01i08 EROB-1086 FERC Loofsia PtLic
Service Cawniseon

Subject
Rate Schedules
EntsrWs Coniptarta Ftir
Systeli Agree-nest BaIcth

Catculatiors.

Default Service Plan isetes,

Loie1lo Gas& EiricCo, C Servee, Pale Design
Kertudty Uttites Co.

Mon PowerCo.
Pc4crnas Edison Co.

Metrcçohian Eson Co.
Penrs4va Electric Co.

Erdergy Services, Irt EWsCapiarteFUr
and the Entorgy Operating Systesi Aesiest Barxiidth
Canrsnes Catculatkais,

Date Case Jurisdict. Party

W6 ERO7-956 FERO LerisranaPttAic
Service Canmission

Utility

2fJ8 DceNo. PA
P-08072342

Enlorgy Services, Inc.
aed the Entergy Operating
Canuiles

West Pervi Poke- Co.

Stall

West Penn
lndjstriat lrdervGnors

l<rnger Cornpa

West 1inia
Energy Users Group

Ohio Energy Group

KrcgrwConipor’

Wisconsin lndt.striat
Energy Group, Inc.

Wisconsin Industriol
Energy Group, Inc

ONoErGro

Ohio Energy Group

Ohio Energ/ Group

KExcEl<y Iei5tnat Ulildy
Custarers, Ire.

West Vrrgca
Energy Users Grerp

Met-Ed tndskial Energy
Users Grcr.p erniPenatec
trd.slrat Custerne
Aflnnce

Tticson EIectnc Poner Co Cost of Service, Pate Design

AatacNan PcorCo. E,qrended Nat Energy Cost ENEC’
Americun Electric Prec Co. Masts.

Ohio Edseri, Tofede Erfeon P.oscve of Deferred Fuat Cost
Cteerd Electric Ilk iinatlt

Pesky Mountain Power Co. Cost olService, Rate Design

Wisconsin Power Cost of Service, rate design, ta1tf
esdUghtCo. Issues, Ic rates

Wisconsin Pit.4ic Cost of Service, rate design, terill
SarVceCo. tssue trlempthle rates

Ohio Edsai, IobaieEdson ProfLi Reset Canpetitiva
Cleselersi Electric lttsr*raiirg Sddatkui

Ohio Edsori, Tthe Edson Pro of Last Reset Rate
CicdEcflkiiiratirg Plan

OhioPcwerCarxs PrgyicofCestRecatRato
Cdrxntrjs Sot4[em Power Co. Plan

ExIed Nat Energy Cost ENEC’
Analysts.

Transmission Service Cl-range

J, KENNEDY AND ASSOCIATES, INC.
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Date Case Jurisdict. Party Utility Subject

0l E-cJI34SA- AZ KrcgeCcrnriy AxPSevbo Cc. Costo(SRaIeOesig
09-0172

021W 2009-00409 KY KokylnisftioILfl)ty EastKanftstcyPowat CSe,TeDg
Cstanei Irt. Caline, ft.

L PUE-O VA VACaritooFy DaVIrnia Trr1sstanCRety
-0(1)19 Fr09yRatos Powetcanpary Rkler

59 09iTh ‘IN West Wna Ergy Açdactari Power EaiNet Er,rx’ Cost
E—GI Usop Cenpany ENECAnatyds

a rUE-aU) VA VACamiitteeFo, Dakannia FCostRnceiery
FarUtAtyRates Pcwercanpary

U9 PUE.09 VA OUDniaiCaamtee AçiPower FuatCet Raxwy
-0C008 to- Fatr UN4y Rates Catripany Rc

7)09 080077•EI FL Soih Fbth Hosptal Fbncb Pcwer& Ratal coet ctseva, ale
aHeahcai ssos. UgN CQiipar’

9109 U—2XQ5 LA Lcxiaar Pc Sen.icc Eilcrrpy Laura tle Rate Re1xrd
(RRF 2094) Canrnisstan Staff (IC SebIn

9KX 0&6L-29E CO CF&I Sleet Caniparly Pt.bItc ScaCcxnpany Erior’Ccet Rat&ssiies
CinrexM&jntni o(Cdo-a

9/09 Dcc No. WI Wisconstn IrIsI Wisccndn Elestric Power Go. Cost of Sewica, rate design, tail
CUR-l04 EnergyGrorp Inc IlntemIerates.

91W Dcc. No. WI Wisconstn ftusIral Wle,stn Power Cost of Sefvioa, rate design, tariff
t4JR-117 EnncgyGroip, Inc and light Co arose, kitem.pli4etat

1fU) DoskeiNo. UT Conpany RcckyMoxtalnPowaCo. CSe,JIosdo-iRaiIncreare
09J35-23

101W 09AL29 CO CF&I Steal Cmipany Rtifc Sar*ecaiiçeny Cost of Save, Rate Dest
thMolytdenirn of Cdcxede

111W PUE-2I VA VACcoimitteotor DaninftWnia CostofSewice,RaloDesign
.19 Ru UNity Rates Power Cunpary

111W 0914113 WV Wed Vfrnia MonPewecCo. EdNofEryCosr81EC
S-P Energy Ucars Grep Pctcriiac Edison Co. Matyds,

121W Case No. OH Ot*J Ener g’j Group Otlo Edison, blade Edeon Prcvlaa of Lad Resal Rate
00-EL-SSO Ckalax1ElasUic tlkniinatirg Plan

J. KENNEDY AND ASSOCIATES, INC.
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Expert Testimony Appearances
of

Stephen J. Baron
As of November 2014

Date Case Jursdlct. Party Utility Subject
l2A ER09-1224 FERC lotisiena Pcthc Entergy Servkss, IrE. Entergy’s CcrrØlco Filing

Service Ccrnmisslon and the Entorgyoporahng System Atoouiernt Bandicth
Caronres Catculationa.

12i Case No. VA Old Dniiaton Caiimfttee .#ççatachiPowerCo. CcsI A&oatiai, iNlesation of Rem Incremse,
PUE-2009-7X30 F Fair Utility Rates Rate Dostgn

2110 Dcmkat No UT KerCctmpar’ RosltMourtain Power Co. Rate Design
09-035.23

3/10 CoseNo. WV Wr$niaErergy MonPowerCo. RateilCerofSecwce
13-EA2T Users Group PoIana Edison Co. Reeenon rtiocunont

3/70 E01iJ MN ePowerlrr1everxs MirresetaPowerCc CotofSevicejatedgn
GR094 751

4/10 EC09-i F[RC Lerisiana PILIIc Service Ente’ Servroos, Inc. System AgreeniI Issues
SeviceCenmission andt[roErrtergyCperating RatatedtooN-systetnsaios

Companies

4/10 2ffP0409 KY Kataty Inãr Kenk Power Ccnpany Cost olsarvicur, rate sipa,
UihtyCustamors, Inc. transmission epan.

4(10 009’18 KY Kentc lMat Utilty LoulssdleGes&EIcdcGo. Cost otServise, Rate Design
ZX-5XX349 Ctstonrors, Inc. Kentuslrj UIlMbsCo,

7/tO R-2010 PA Ptiiedia Area rhstriat PECO Etgy Company Cost of Sevice, Rate Design
2161575 EWUsOrsGro(p

09110 )lQTh7 KY Klrv.1sffiatUtflty East KeotuekyPower CostotSe,RateDemgi
Cwtariers, Irro. Cezçaatwo, Inc.

09110 ICM245E CO CF&I Sled Campar Pulciro Service ConW’ Econcmio kopast of Clean Arr Act
Climax MdybCi3rull of Cdoaxb

11/10 106w- WV West frgiiaEnergy çasiuiaPaNef CSevise,RataDesig,,
E-42T UsersGioup Company TscuiPier

11(10 Dcc, No, WI Wisconsin IntuslrlI Northern States Power Cost ot Service, rate dign
• 4220-UR-116 Energy Group, Inc. Co. Wssoncin

12110 1OA-554EG CO CF&I Sled Ccn’iuiy Pdc Service Company Danssid Sii Management
Climax Motytxiss of Cdocatiz issues

12’iO 10-26w-EL- OH OhioCriergycroup DcdaEtergyOhio ProidantResatRatoPien
aso Etrkc Security Pt

3/ti 2COX384- WV Wyoming lrxiatrial Energy Rosky Mritain Pawe EcIrioC of Servre Revenue
ER-iD Ccnsemere Wyornng Açikmior*, Rate Design

J. KENNEDY AND ASSOCiATES, INC.
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Expert Testimony Appearances
of

Stephen 1. Baron
As of November 2014

I)ate Case Jurisdfct. Party Utility — Subject

1 1 2O11-D3S KY Kertuc’ lritlty Big lversElechic Cost otServke, Rate Degn
Cisloners, me. Corpstiei

€11 I Dcdat No. UT KrcerCenper’ Rost’ Mouai Power Co. Class Co of SoMce
10-035-124

6111 PUE.231t Vt VAC nmtttee For DanimoWria FuatCostR0acyRi
-03)45 FatrUHityRates Power Corrçrrj

01111 U-2W/&1 LA bacServk En1eryGutStatos,ln EnergySmA9raemorrt-&r
Casrriisslan Staff EnyLwclart, LLC Aaenisit, Revsis, RTO Day 2 Ma4wt

Issues

07(11 Case Nos. OH Ohio Ener’ Grrxp Olao Power Carpariy Fktrk Sersity Rate Plan,
1 l.345-L—SSO Couatus SoAhern Power Co. Prow ott.aSI Rosol lso
1 t340-EL-SSO

Call i PUE-2011- VA Old Dernirrlon Ccxnmtteo 4çadrraii Power Co. Cccl cation, Rate Raceery
C0334 For Far Utaly Pates oUS Costs

06111 2)11-03161 KY Ken{ttdy lrdrt Ulisty LoCaiHeGas& Edric Co. Envkoraserat Cost Paxwe.y
Jfl-03162 Consumers Ker4uckyUItdlasCcflr

cvn Case Nes, OH OlbEnerGor O[PowerCernrpany EstyRate Plan,
11-34$B-SS0 Cdrxnb.s Sor.Lbsrn PoeetOo. Stputaticn StWxl Testmcriy
I lSO

Will 11-0452 WV Wecl1rrta MonPowerCo. . EneigyEffideoy1)oniarrdRertidlan
E.P-T Enert Users Grotp Pctcsnac Edson Co. Cost Recaisy

11(11 11-1274 WV WoatWata tlonPo.veiCo ENdEnerjCostENEC
EP Enetgy UerwsGrer.p Pdcxaec Edson Co. Analysis.

11111 6-01345k- AZ KrceiConr Ntsc*iaPrt4laSw*e Co. Dasa.ptlrrg
I I-O4

12111 E-01345A. AZ KsConiçxa’y aPcSeMce Cci CSeWce,feDosign
11-

3112 Case 14o. KY Karilrxk Irdistrat UtJty Kentucl, Power Coirpany ErMraartental Cccl Recovery
II-4i01 Consumers

4112 2)11-03) KY Kerlud5ftndstñalUtdty BgRiescsEtactñc C$er*oPaeDosii
Rehoañng Case Ciatorners, me, Coaiion

M2 11-346 OH Ohc’Groip ONoPoweConesy ElectrtsSeosrilyRatePlai
2)11-348 nternçtttc Pate Issues

6(12 PLIF-2012 VA OlDaniieriConimlllue ApçxrlacNanPosor Rd Cost Recoiay
For FaUtisty Pates Ccxnny Rkier

1’ KENNEDY AND ASSOCIATES, INC.
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Expert Testimony Appearances
of

Stephen J. Saron
AsofNovember20l4

De Case Jurisdict. Party Utility Subject
6(12 12-r012 TN Etmarr ChnkeI Cn Krrgxl Pcm DwarndRaense Prcgrsers

12Y26 rPrsardCtEricats,Inc. Cunçany

8112 DckrN UI KrcocCompaiy RsekyMotr4ainPcCu CoSarve
11-035

6(12 12-02?’5. WV WergaiaErerg’ AdathanPcrner EneEatyRi
E-Gt.SE Uss GcoLp Cariy

6(12 12-03E8- WV WrgnraErBr’ AççathanPoior ExNEcgyCoslCENEC)
E-P UsGrorp Ccrripany

7112 12W15E1 FL SahFtoiHtai F1ociPwe& Railtolseva,rato
a,d Heathcaret’cc. light Ccir’

7/12 lf-0X3 t<Y Ke1ud’ Ind1ri Uuiliy BgRvers6selnc EFMentCo Recovery
Cstcmers, lrc.

8112 Co No. P(Y Kl1rdry Ird.slri Utility Kenksky Po Crxnpaiy RA Tine Pnor Tariff
2012 Calsunlers

9/12 ER12-1384 FERC I.otsaRticSovico EnI’Sevicec Inc EnIgySyCar
Carnission PIi Cost Trseknert

9/12 2912-O21 KY Kerrlidcy Indisftiai Uuilty ijxisvtleGas&EIectiicCa Cosi oISe,teOesi
29I2.C72 Cwlonlers, tr. Kentucky Uh1itsCo.

11/12 12-1Z WV W1rgra Mon Poaer Co. EnNeErgyCost
S-Cl Era3rgy Users Crow Potomac Edsorr Co. Paovecy srics

12’12 U-29764 IA LaIkticSorico Ertorg’GfSIot PrxcI1PoverCcdrasts
Ccnirnrssion Stall Lwar

12)12 EL1 FERC LcsInnaPicServke ErteryServices,Inc. SyslernAgreeniait issues
Service Ccmmrsston axithe Er/egy Opoertrng Rotated to dsystern sales

Conipaniac Darnages Phase

12/12 E-0193A- AZ KerCcrnartr’ IucsonEleclricPcwerCo, Decerng
12.0291

1113 I 2.llffl WV West WraaErarrgy AçpalathanPcwer Sectritiionof ENEC Costs
E.PC Users Grp Ccmpany

1)13 501 933A. AZ Kret Ccrnparv Tucson Electac Pc*er Co. Cost otService, Rate Destgr
12.0291

4/13 12-1571 WV West VrNa MonPcwerCe, GeneraticnResoucelrsxiton
E.PC Errergy Users Groip Potcmsc Edison Co. Ran Issues

J. KENNEDY AND ASSOCIATES, INC.



Exhibit_cJB-1,)
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Expert Testimony Appearances
of

Stephen J. Baron
As of November 2014

Dale Case Judsdict. Party Utility Subject
4113 PUE-2012 VA OkiDiiiiiciiCoiimfftee AalianP GlkiiAssTiar

-05141 PcrFUttilyRatos Cainy

6113 12-l655 WV WlaVgnia9rgy paaclPodor Gia1AsalTiansfe1
E-PC Users Gro Cr lesuos

06113 U-32675 LA Lctilaana Pit1cServ Blaiw GfStos, Inc MISO Jcrnt liplaneriatica Plan
Cawnersla-i Staff Bergy Louilaara, LLC Issuos

7/13 1X040-EI Ft. WCF Hse1thUlMice ta nEt cCanprj CostofService,RateDelag

7/13 13-0467- WV WernkiErcgy Aacllanpcwer ExnJNeEnagyCcENEC)
B-P Uses Grop Canpany

7/13 l304- WV West Vvn!aErer’ Aac1’JanPoo EnccE1cylssuos
B-P Users Grop Ccmpany

6113 13-0557- WV WerniaEr AççadianPoer
F-P Uses (3iop CanpaV RosoJery S1ar Issues

1’13 2013-65l3 KY Kerdudy lnstri Uttty Sig Rivers Eladttc Ratanaleng PotnyAsocitaiwtb
Custanors, tr C<xpealicn Rjat ERosavo1tnb

10/13 13-01&1- WV VrinErerg athnnPo4ioc R1oReceay l--Cnd1Ra
B-ON UsesGfop Canpany GasCwasonP

11113 R-3)13- PA UnledStalesSled DeUlCranj SecveR&eDesin
23721w Ccpaallca

11/13 13MG Co CF&I est Carxny Pd4lcSeve Ccnny 0ern Side Mssjenent
CmMoIt&’rejii o(Cdara Issues

11/13 13-1064- WY West VrriaErugy MonPovecCo R4-Wny.Vngeta&iCo*olCe
B-P Uses Gap P1cnc Edlsce Co Reredery Sischarga Issues

4/14 ER-432032 FEfC Lc/stana PttAc Sen/ce Enteru, Services, Inc. Systan Agreement Issues
Senice niceca attt Ertagy Oçealng Ralaled toUnicaPenc ft-strand

Cosipanies UEgalicniSI)emert

6114 1313-2365 OH Ct/a Ener’G OlsoPcwerCarçany EIcbSosvityRatoRan
13l3-23 flOFtO tSS

5114 140544- Wv w Vla Ergy Poker ExsiNetErugyCost fENEC)
6-P UsefsGcq Colipefly

&4 140345- WV WriaEncrgy Pç4tw1Per EmjEloerc’jlssties
B-PC Users Grp Canpar’

6114 DcakNo, UT krngerCcelpany RmMcainPoeeCo. ClassCSeMco
13J84

J. KENNEDY AND ASSOCIATES, INC.
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Expert Testimony Appearances
of

Stephen I Baron
As of Novembet 2014

Date Case Juttsdkt. Party Utility subject
7/14 PUE2014 VA ODcroiCcaimIee ApaciAn Poer RewaePa1fcoSarxnI

0X07 Fcr Fr Utlily Rnt Coipony R Isuos

7/14 ERI32483 FERD liear s4nd Por WB LLC Old Dninc Eklc Cr oSerece, Ralo DEsign lssu
Cperive

8/14 1405.46- WV West Vnia Erargy Aachian Power Re Recovery ssu- Mitchet
E-PC Uses Goq Crpany Asset Transler

2114 PUE-2014 VA O1dDoniironConrrntlon AçaIactianPowe iFMeNCasG-Ccet
-IXXY2S Ccnpar olSorceIsscos

9/14 14-841-EL- OH OhbEnorgyGro DukeEgyOtio Emon4rSoctstRatoPIon
SSO Starssd Serve Oiler

18/14 140702- WV West ‘vltgnia Erergy Mon Poei Co Ct of Sevce, Rate Oesigr
E-421 Usrs (3roLp Po(ri Edison Co.

11/14 141556- WV WeirniaEregy MonPoerCo. ExJNelErgyCostçENEC)
E-P Uses Gcp PcAcmac Edison Co.

I KENNEDY AND ASSOCIATES, INC.
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El Paso Electric Co. (EE) - NYSE * Watchiist Add to Portfolio Like

36.23 tO.77(2.17%)

Analyst Estimates Get Analyst Estimates for: GO

. currant Qtr. Nsst Qtr. current Year Neat YearEarnings Est Mar15 Jun 15 Dec IS Dec16

Avg. Estimate 0.15 D.65 2.DD 2.58

No. of Anslysts 1.00 1.00 4.D0 6.0D

Low Estimste 0.15 D.65 1.95 2.45

High Estimste 0.15 0.65 2.05 2.67

Year Ago EPS 0.11 D.75 2.27 2.DD

current DIr. Nest Otr. current Year Nest YearRevenue Est Mar15 Jun15 Dec15 Dec16

Avg. Estimate NsN NaN 916.95M 944.95M

No. otAnslysts 2 2

Low Estimate NsN NsN 907.4DM 939.8oM

High Estimate NaN NaN 926.5DM 95o.loM

Year Ago Sales NaN NaN 601 .72M 916.95M

Sales Growth (year/est( N/A N/A 52.40% 3.10%

Earnings History Mar14 Jun 14 Sap 14 Dsc 14

EPS Est 0.11 0.72 1.31 0.11

EP5 Actual 0.11 0.75 1.30 0.10

Difference 0.00 0.03 -0.01 -0.01

Surprise % 0.00% 4.20% -0.80% -9.10%

current Ote Nest Dtr. current Year Neat YearEPS Trends Mar15 Jun15 Dec15 Dec16

Current Estimate 0.15 0.65 2.00 2.58

7 Days Ago 0.13 0.68 2.03 2.58

30 Days Ago 0.13 0.69 2.13 2.61

60 Days Ago 0.13 0.69 2.13 2.61

go Days Ago 0.15 0.69 2.14 2.62 $
EPS Revisions current Dir. Nest Ote current Year Nest Year d P

Up Last 7 Days

Mar15 Jun 15 Dec15 Dec16

; t3E137?E $
Up Lest 30 Days 0 0 0 0 $ )_‘3L( t0f3j $
DownLest3oDays 0 0 0 0

Down Last go Days N/A N/A N/A N/A $ Mount Airy: Do
d you qualify for a

Growth Eat EE Industry Sector S&P 500 P $350,cNYJ life
Current Qtr. 36.40% 0.20% 246.70% 9.00% $ insurance policy
Nest Qtr. -1 3.30% 7.30% 134.20% 14.60% from $13.04 a $
This Year -11.90% 10.10% 0.30% 2.90% month? $
Nest Year 29.00% 6.70% 6.60% 13.20% P
Pest5Years (per annum) -5.74% N/A N/A N/A $ Sdect’ourAge:
Nest 5 Years (per annum) 7.00% 2.28% 7.43% 7.72% $ 18—25 $
Price/Earnings (avg. for

17.87 16.73 13.92 20.81 $comparison categones) p 26—35
0C12 D.ai.-. 1.. ... f.- A



Currency in USD.

Ad Topics That Might Interest You...

1. Highest-Dividend ETFs

2. Dividend ETFs to Buy

3. Stocks to Buy Now

4. High Dividend Index Funds

Feedback

5. Best Etfs To Invest In

6. 10 Best Penny Stocks

7. Best Stocks To Invest

8. High Yield Stocks

Pr’.y-AboulOurAds-Thnv-SendFeenback-YahO0! -ABC News Network

Quotes are real-tims for NASDAQ, NYSE, and NYSE MKI. See also delay times for i.J’r oxchanges. All information provided “as is for informational purposes only not intended for trading purposes
or advice. Neilher Yahoo’ nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoof site, you agree not to redistribute the inforrsation found therein.

Fundamental company data provided by Cupilal lQ. Historical chart data and daily updates provided by C ity Systems Inc (CCII International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by r,t..irIir;Cr Inc. International historical chart data, daily updates. fundAnalyst estimates data provided by Thomson

irinLicil Network. All data povided by Thomson Financial Network is based solely upon research information provided by third party analysts. Yahoo’ has not reviewed, and in no way endorses the
validity of such data. Yahoot and ThomsonFN shall not be liable for any actions laken in reliance thereon. Copyright © 2010 Briefing corn. All rights reserved.
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CMS Energy Corp. (CMS) - NYSE * watchlist

33.63 t 0.80(2.44%) 11:30AM EDT- NYSE Real lime Price
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Get Analyst Estimates for: GOAnalyst Estimates

. Current Gtr. Nest Gtr. Current Year Nest Year
EarningsEst Mar15 Jun15 Dec15 Dade

Avg. Estimate 0.65 0.37 1.88 2.01

No. of Analysts 5.00 5.00 17.00 14.00

Low Estimate 0.53 0.30 1.86 1.97

High Estimate 0.78 0.53 1.90 2.04

Year Ago EPS 0.75 0.30 1.77 1.88

Current Gtr. Nest Gtr. Current Year Nest Year
RevenueEst Mar15 Jun15 Dec15 Dec15

Avg. Estimate 2.266 1.496 7.100 7.250

No. of Analysts 4 4 14 12

Low Estimate 2.086 1.386 6.580 6.680

High Estimate 2.540 1.646 7.796 7.840

Year Ago Sales 2.520 1.470 7.180 7.100

Sales Growth (year/eat) -10.40% 1.80% -1.10% 2.10%

Earnings History Mar14 Jun 14 Sep14 Dec14

EPS Eat 0.72 0.27 0.38 0.36

EPS Actual 0.75 0.30 0.37 0.35

Difference 0.03 0.03 -0.01 -0.01

Surprise % 4.20% 11.10% -2.60% -2.80%

Current Gtr. Nest Gtr. Current Year Next Year
EP5 Trends Mar iS Jun 15 Dec15 Dec16

Current Estimate 0.65 0.37 1.88 2.01

7 Days Ago 0.65 0.37 1.88 2.01

3D Days Ago 0.65 0.38 1.88 2.01

60 Days Ago 0.74 0.31 1.88 2.00

90 Days Ago 0.74 0.31 1.88 2.00

. Current Otr. Nest Gtr. Current Year Nest Year
EPS Revisions Mar IS Jun 15 Dec15 Dec16

UpLast7Days 0 0 0 0

UpLaet3oDays 0 1 2 0

DownLast3oDays 0 0 0 0

Down Last 90 Days N/A N/A N/A N/A

Growth Eat CMS Industry Sector 5&P 500

Current Dir. -13.30% 0.20% 246.70% 9.00%

Next Dir. 23.30% 7.30% 134.20% 14.60%

This Year 6.20% 10.10% 0.30% 2.90%

Nest Year 6.90% 6.70% 6.60% 13.20%

Past 5 Years (per annum) 3.82% N/A N/A N/A

Next 5 Years (per annum) 6.73% 2.28% 7.43% 7.72%

Pnoe/Earnings (avg. for 17.46 16.73 13.92 20.81
comparison categories)
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Currency in USD.

Ad Topics That Might Interest You...

1. Best ETEs to Invest in 5. 10 Best Penny Stocks

2. Highest-Dividend ETFs 6. Best Stocks To Invest

3. Dividend ETFS to Buy 7. High Yield Stocks

4. High Dividend Index Funds 8. Top 10 Income Funds

Feedback

Pnvacy - About O1!r Ads - Thrrnv - Send Fcsibak - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ. NYSE, and NYSE MKT. See also delay times for other oxchanges. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yshoo! nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein.

Fundamental company data provided by Cupital lQ. Historical chart data and daily updates provided by Commodity Systems Inc. (CSl). Intnrnafional historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by t1i.j1 Inc. International historical chart data, daily updates, fundAnalyst estimates data provided by Thomson
F inonuinl Nntwork. All data povided by Thomson Financial Network is based Solely UOfl research information provided by third party analysts. Yahoo! has not reviewed, and in no way endorses the
validity of such data. Yahoo! and ThomsonFN shall not be liable for any actions taken in reliance thereon. Copyrighf © 2010 Briekng.com. All rights reserved.
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The Empire District Electric Company (EDE) - NYSE * Watchlist Add to Portfolio LIke

24.41 t 0.51 (2.13%) 11:33AM EDT- NYSE Real Time Price

Analyst Estimates Get Analyst Estimates for - GD

currant Otr. Neat Dtr. currant Year Nest Year
Earnings Est Mar15 Jun 15 Dec15 Dec16

Avg. Estimate 0.40 0.25 1.40 1.52

No. of Analysts 1.00 1.00 4.00 4.00

Low Estimate 0.40 0.25 1.38 1.50

High Estimate 0.40 0.25 1.40 1.55

Year Ago EPS 0.48 0.26 1.55 1.40

currant Dtr. Neat Dtr currant Year Nast Year
RevenueEst Mar15 Jun15 Dec15 Dec16

Avg. Estimate NaN NaN 641.37M 672.06M

No. of Analysts 4 4

Low Estimate NaN NaN 612.75M 634.85M

High Estimate NaN NaN 678.4DM 717.7DM

Year Ago Ssles NaN NaN 652.3DM 641.37M

Sales Growth (year/eat) N/A N/A -1.70% 4.80%

Earnings History Mar14 Jun 14 Sep14 Dec14

EPS Eat 0.41 0.23 0.45 0.26

EPS Actual 0.48 0.26 0.55 0.26

Difference 0.07 0.03 0.10 0.00

Surprise % 17.10% 13.00% 22.20% 0.00%

current Dtr. Neat Dtr. current Year Nest Year
EPS Trends Mar15 Jun 15 Dec15 Dec16

Current Estimate 0.40 0.25 1.40 1.52

7 Days Ago 0.40 0.25 1.40 1.52

30 Days Ago 0.40 0.25 1.40 1.52

60 Days Ago N/A N/A 1.58 1.66

90 Days Ago N/A N/A 1.58 1.66

Current Otr. Neat Dir. current Year Neat YearEPS Revisions Mar15 Jun 15 Dec15 Dec16

upLast7Days 0 0 0 0

upLast3oDays 0 0 0 0

DownLaat3oDuys 0 0 0 0

Down Last 90 Daya N/A N/A N/A N/A

Growth Est 606 industry Sector 5&P 500

Current Dtr. -16.70% N/A 246.70% 9.00%

Neat Dtr. -3.80% N/A 134.20% 14.60%

This Year -9.70% 11.10% 0.30% 2.90%

Neat Year 8.60% 17.30% 6.60% 13.20%

PastS Years (per annum) 10.21% N/A N/A N/A

Neat 5 Years (per annum) 3.00% 9.13% 7.43% 7.72%

Pnce/Earnings (avg. for 17.07 6.13 13.92 20.81
comparison categoaea)
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comparison categories)
5.69 6.34 4.82 2.15 your mind

alrea4

Currency in USD.

Ad Topics That Might Interest You...

1. Best ETFs to Invest in 5. Stocks to Buy Now

2. Awesome Penny Stocks 6. Highest-Dividend ETFs

3. High Yield Stocks 7. Top 10 Income Funds

4. High Dividend Index Funds 8. Dividend ETFs to Buy

Feedback ads

Pnvacy - Absst Dcc Ads - Terms - Send Feedback- Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay times for: : exchanges. All information provided “as is for informational purposes only, not intended !or trading purposes
or advice. Neither Yahoo! nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoot site, you agree not to redistribute the information found therein

Fundamental company data provided by Cupilal lQ. Historical chart data and daily updates provided by Commodity Systems Inc. (CSI). International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by Morriicgstar Inc. International historical chart data, daily updates, fundAnalyst estimates data provided by Thomson
Financial N”,:cik. All data povided by Thomson Financial Network is based solely upon research information provided by third party analysts. Yahoo! has not reviewed, and in no way endorses the
validity of such data. Yahoo! and ThomsonFN shall not be liable forany actions taken in reliance thereon. Copyright © 2010 Ci:yg.corn. All rights reserved.
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Duke Energy Corporation (DUK) - NYSE * Watchlist Add to Portfolio Like

75.22 0.94(1.27%) 11:3zAM EDT- Nasdaq Real lime Price

GDGet Analyst Estimates for:

Sfari P wer Sjtver
cTr -stocks
Plu-0 only

Analyst Estimates

. current Qtr. Next Qtr. currant Year Next Year
Earntnga Eat Mar15 Jun 15 Dec15 Dec16

Avg. Estimate 1.11 1.06 4.66 4.95

No. of Anatyata 6.00 5.DD 16.00 15.00

Low Estimate 0.99 0.99 4.60 4.88

High Estimate 1.18 1.11 4.70 5.03

Year Ago EPS 1.17 1.11 4.55 4.66

currant Dtr. Naxt Dtr. currant Year Next Year
RevenueEst Mar15 Jun15 Dec15 Dec16

Avg. Estimate 6.398 6.175 25.585 26.158

No. of Analysts 3 3 13 11

Low Estimate 6.248 5.868 24.508 24.838

High Estimate 6.588 6.388 26.628 27.228

Year Ago Sales 6.628 5.958 23.928 25.588

Salax Growth (year/eat) -3.50% 3.70% 6.90% 2.20%

Earnings History Mar14 Jun 14 Sep 14 Dec14

EPS Ext 1.12 0.98 1.52 0.88

EPSActual 1.17 1.11 1.40 0.86

Difference 0.05 0.13 -0.12 -0.02

Surprise % 4.50% 13.30% -7.90% -2.30%

currant Dir. Next Dir. current Year Next Year
EPS Trends Mar15 Jun 15 Dec IS Dec16

Current Estimute 1.11 1.06 4.66 4.95

7 Days Ago 1.14 1.07 4.67 4.95

30 Days Ago 1.14 1.07 4.76 4.96

60 Days Ago 1.12 1.05 4.78 4.97

90 Days Ago 1.12 1.05 4.76 4.97

. . current Dtr. Next Dir current Year Next Year
EPS Revisions Mar15 Jun 15 Dec iS Dec16

UpLast7Dsys 0 0 0 1

UpLaxt3oDays 1 2 1 1

DownLast3oDays 1 1 3 2

Down Last 90 Days N/A N/A N/A N/A

Growth Eat DuK Industry Sector SW 500

Current Qir. -5.10% 0.20% 246.70% 9.00%

Next DIr. -4.50% 7.30% 134.20% 14.60%

This Year 2.40% 10.10% 0.30% 2.90%

Next Year 6.20% 6.70% 6.60% 13.20%

PastS Years (per annum) 1.98% N/A N/A N/A

Next 5 Years (per annum) 4.52% 2.28% 7.43% 7.72%

Pnce/Earnings (avg. for
15.94 16.73 13.92 20.81

comparison categones)
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Currency in USD.

Ad Topics That Might Interest You...

1. Long-Term Investments

2. Clean Energy Stocks

3. Best ETFs to Invest in

4. Highest-Dividend ETFs

Feedback

5. Dividend ETFs to Buy H
6. High Dividend Index Funds

7. 10 Best Penny Stocks

8. Best Stocks To Invest

Privacy- About Our Ads - Tense- Send Feedback - Yahoo - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay times for other exchanges. All information provided as is” for informational purposes only not intended for trading purposes
or advice. Neither Yahoo! nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein.

Fundamental company data provided by Capital IQ. Historical chart data and daily updates provided by Commodity Systems Inc (CSII. International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by f1orriingstar Inc. International histocical chart data, daily updates, fundAnalyst estimates data provided by Tfinirrsori
Financial Network. Alt data podded by Thomson Financial Network is based solely upon research information provided by third party analysts, Yahoo! has not reviewed, and in no way endorses the
validity of such data. Yahoo! and ThomsonFN shall not be liable for any actions taken in reliance thereon. Copyright © 2010 Brieting.cerri. All rights reserved.
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. SEARCH PUBLIC RECORDSWhat Is Quantitative Easrng?

5 Oil Stocks Set to Die
Oil prices are crashing. Make sure you don’t own these 5 toxic stocks.

QUANTITATIVE EASING TIMELINE

4.50
4.00
3.50
3.00
2.50
2.00
1.50
1.00
0.50

10-Year Treasury Yield

Quantitative Easing 1 (QE1) — In November 2008, the Federal Reserve (“the Fed”) started buying $600
billion in mortgage-backed securities (MRS) from commercial banks. This action flooded banks with
excess liquidity (cash in their reserve accounts). The excess liquidity put downward influence on short-
term interest rates, or the borrowing rates between banks, known as the federal funds rate.

By March 2009, the Fed had $1.75 trillion in bank debt, MRS. and Treasury notes on its balance sheet. In
June 2010, the Fed had reached a peak of $2.7 trillion in assets. As debt matured, the Fed bought more
Treasuries at a $30 billion monthly rate to keep its balance sheet inflated above the $2.0 trillion level.

Quantitative Easing 2 (QE2) — In November 2010, the Fed announced a second round of QE. The Fed
indicated it would buy an additional $600 billion in Treasury securities by the second quarter of 2017.

Operation Twist — In September 2011, the Fed announced it would buy and sell short- and long-term
bonds to influence policy objectives. Operation Twist was used to lower long-term interest rates. The Fed
sold short-term Treasury bonds and bought long-term Treasury bonds.

QUANTITATIVE EASING TIMELINE
Quantitative Easing 3 (QE3) — In September 2012, the Fed announced QE3 — an additional open-ended
bond purchasing program of $40 billion a month of agency MRS. The Fed also indicated it would keep
short-term interest rates (the fed funds rate) near zero through at least 2015. QE3 is often referred to as
“QE-Infinity”.

In December2012, the FOMC announced it would increase open-ended purchases from $40 billion to $85
billion per month. The Fed would buy $45 billion in Treasurys and $40 in MRS.

00

QE1

THE

MUSIC
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“One of the best books yer about

the financial crisis.”

- The Wall StreetJournal
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KPC0 Base Case Discovery AG 1-337

($000s)

PJM Rider Transmission Costs

Test Year Going Level OATT Costs*

Rider Amount

53,779 53,779 53,779

6,850 9,939 18,516

I. I I 2015 IAccount Description 2016 I 2017
4561035 Network Integrated Transmission Service 41,019 38,343 40,163

5650016 Network Integrated Transmission Service 11,469 14,266 20,019

4561005 Firm and Non-Firm Point to Point Transmission Revenues (670) (670) (670)

4561036 Schedule la Charges 508 889 890

5650015 Schedule la Charges 66 - -

4561060 Transmission Enhancement Charges 1,053 1,406 1,596

5650012 Transmission Enhancement Charges 5,530 6,290 6,244

5650019 Transmission Enhancement Charges - Affil 1,452 3,048 3,907

4561002 RTO Formation Costs 146 146 146

4561003 Expansion Cost Recovery Charge 56 - -

Total PJM Rider Transmission Costs 60,629 63,718 72,295

* Source: Exhibit AEV-5, line 32, “Going Level [SE PJM Charges and Credits
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Fidelity

Analyst Estimates Get Analyst Estimates for: [ to

. current Qtr. Next Qtr. Current Year Next Year
Earnings Est Mar15 Jun15 Dec15 Dec16

Avg. Estimate 0.87 0.37 1.98 2.02

No. of Analysts 1.00 1.00 3.00 4.00

Low Estimate 0.87 0.37 1.96 2.00

High Estimate 0.87 0.37 2.00 2.03

Year Ago EPS 0.81 0.52 2.00 1.98

Current DIr. Next Qtr. Current Year Next Year
RevenueEst Mar15 Jun15 Dec15 Dec16

Avg. Estimate 459.30M 304.56M 1.71B 1.71B

No. of Analysts 1 1 2 3

Low Estimate 459.30M 304.56M 1.68B 1.64B

High Estimate 459.3gM 304.56M 1.73B 1.77B

Year Ago Sales 490.96M 312.58M 1.47B 1.71B

Sales Growth (year/est) -6.40% -2.60% 16.10% 0.00%

Earnings History Mar14 Jun 14 Sep 14 Dec14

EPS Ext 0.77 0.44 0.23 0.55

EPS Actual 0.81 0.52 0.16 0.51

Difference 0.04 0.08 -0.07 -0.04

Surprise % 5.20% 18.20% -30.40% -7.30%

Current DIr. Next Qtr. Current Year Next Year
EPS Trends Mar15 Jun15 Dec15 Dec16

Current Estimate 0.87 0.37 1.98 2.02

7 Days Ago 0.87 0.37 1.98 2.02

30 Days Ago 0.85 0.35 1.98 2.02

60 Days Ago 0.85 0.41 1.97 2.03

90 Days Ago 0.86 0.41 1.98 2.03

. . Current Dir. Next DIr. Current Year Next Year
EPS Revisions Mar15 Jun15 Dec15 Dec16

UpLast7Days 1 1 0 0

Up Last 30 Days 1 1 1 0

Down Last 30 Days 0 0 0 1

Down Last 90 Days N/A N/A N/A N/A

Growth Est AVA Industry Sector S&P 500

Current Qtr. 7.40% 0.20% 246.70% 9.00%

Next Dir. -28.80% 7.30% 134.20% 14.60%

This Year -1.00% 10.10% 0.30% 2.90%

Next Year 2.00% 6.70% 6.60% 13.20%

Past 5 Years (per annum) -1.11% N/A N/A N/A

Next 5 Years (per annum) 5.00% 2.28% 7.43% 7.72%

Price/Earnings (avg. for
16.31 16.73 13.92 20.81comparison categories)
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Currency in USD.

___________

Ad Topics That Might Interest You...

1. Highest-Dividend ETF5

2. High Yield Stocks

3. Dividend ETFa to Buy

4. Top 10 Income Funds

Feedback

Pont.y - About Our Ads - Tunno - Send E’rfra’.k - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay timea for other ouctrangcu. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo! nor any of independent providers is liable for any intormahenal errors, incompleteness, or delays, or for any actions taken in reliance on intormation contained herein, ey
accessing the Yahoo’ site, you agree not to redistribute the information found therein.

Fundamontal company data provided by Oapi:al IQ. Historical chart data and daily updates provided by ;. K.. K .*, Inc. CSII International historical chart data, daily updates, tend
summary, fund performance, dividend data and Morningstar Index data provided by ‘.k ‘rrjtr ‘nc. International historical chart data. daily updates, fundAnalynt estimates data provided by tl’rnnocn
Finnncn,.,,nl r, K’, All date povided by Thomson Financial Network is based solely upon research information provided by third party analysts. Yahoo1 baa not reviewed, and in no way endorses the
validity of such data Yahoo’ and ThomsonFN shall not be liable forany actions taken iv reliance thereon. Copynght© 2010 .in All dghta reserved.

cornpahson categories) 3.26 5.61 4.82 2,15

5. Awesome Penny Stocks

6. High Dividend Index Funds

7. Best Stocks To Invest

8. Best ETFs to Invest in
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American Electric Power Co., Inc. (AEP) - NYSE * Watchlist Add to Portfolio Llka

55.74 0.97(1.77%) 11:30AM EDT- NYSE Real lime Price

Analyst Estimates Get Analyst Estimates for: [ so

Current Qtr. Neat Qtr. Current Year Next Year
Earnings Est Mar15 Jun15 Dec15 Dec16

Avg. Estimate 1.02 0.82 3.52 3.69

No. of Analysts 8.00 8.00 19.00 19.00

Low Estimate 0.79 0.75 3.45 3.51

High Estimate 1.20 0.95 3.57 3.78

Year Ago EPS 1.15 0.80 3.43 3.52

Revenue Est

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/eat)

Earnings History

EPS Eat

EPS Actual

Difference

Surprise %

Current Qtr. Next Qtr. Current Year Next Year
Mar15 Jun15 Dec15 Dec16

4.68B 4.30B 17.4oa 17.290

5 5 12 13

4.3gB 4.03B 16.100 15.628

4.940 4.93B 19.860 20.93B

4.650 4.04B 17.000 17.40B

0.70% 6.40% 2.40% -0.60%

Mar14 Jun14 Sep14 Dec14

0.93 0.75 1.01 0.50

1.15 0.80 1.01 0.48

0.22 0.05 0.00 -0.02

23.70% 6.70% 0.00% -4.00%

Current Qtr. Next Ott. Current Year Next YearEPS Trends Mar IS Jun15 Dec15 Dec16

Current Estimate 1.02 0.82 3.52 3.69

7 Days Ago 1.02 0.81 3.51 3.69

30 Days Ago 1.02 0.81 3.53 3.70

60 Days Ago 0.98 0.84 3.54 3.72

90 Days Ago 0.98 0.81 3.54 3.71

E s Current Ott. Next Ott. Current Year Next YearP Revisons Mar15 Jun15 Dec15 Dec16

UpLaat7Daya 1 1 1 1

Up Last 30 Days 1 1 1 1

Down Last 30 Days 0 0 0 0

Down Last 90 Days N/A N/A N/A N/A

Growth Est AEP Industry Sector S&P 500

Current Qtr. -11.30% 0.20% 246.70% 9.00%

Next Qir. 2.50% 7.30% 134.20% 14.60%

This Year 2.60% 10.10% 0.30% 2.90%

Next Year 4.80% 6.70% 6.60% 13.20%

Past 5 Years (per annum) 3.45% N/A N/A N/A

Next 5 Yeats (per annum) 5.21% 2.28% 7.43% 7.72%

Price/Earnings (avg. for
15.56 16.73 13.92 20.81

comparison categories)

DOn O—.tj.. 1.,,,,. 5.-..-

rode sts
for just

$495ltrade
in any market

‘I’ll

TradeKing

Click Your
Market Outlook



comparison categories)

Currency in USD.

Ad Topics That Might Interest You...

1. Best ETFs to Invest in

2. Highest-Dividend ETFs

3. Dividend ETFa to Buy

4. High Dividend Index Funds

Feedback

Pruy-Ahvvt OurAds-Tcimv - Sei,d E’’.r. -Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay times for chc exchanges. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo! nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo’ site, you agree not to redistribute the information found lherein,

Fundamental company data provided by Capital 10. Historical chart data and daily updates provided by Commodity Systems Inc (CSI). International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by ,l nr.t’!.’,c Inc International historical chart data, daily updates, fundAnalyst estimates data provided by Thoirisori
Financial All data povided by Thomson Financial Network is based sotely upon research information provided by third party analysts. Yahoo! has not reviewed, and in no way endorses the
validity of such data. Yahoo’ and ThomsonFN shall not he liable for any actions taken in reliance thereon, Copyright© 2010 S,v,finy.coi,i. All rights reserved
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5. 10 Best Penny Stocks

6. Best Stocks To Invest
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8. Top 10 Income Funds
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41 .63 t 0.90(2.21%) 11:29AM EDT- NYSE Reallime Price

Analyst Estimates Get Analyst Estimates for: GO

current DIr. Neat DIr current Year Neal YearEarnings Est Mar15 Jun 15 Dec15 Dec16

Avg. Estimate 0.34 0.64 2.55 2.70

No. of Analysts 3.00 2.00 12.00 10.00

Low Estimate 0.29 0.62 2.48 2.62

High Estimate 0.40 0.65 2.61 2.81

Year Ago EPS 0.40 0.62 2.40 2.55

current DIr. Neal Otr. currenl Year Neat YearRevenue Eat Mar15 Jan15 Dec15 Dec16

Avg. Estimate 1.538 1.438 6.218 6.4DB

No. of Analysts 2 2 9 7

Low Estimate 1.5DB 1.43B 6.118 6.298

High Estimate 1.558 1.438 6.358 6.568

Year Ago Sales 1.598 1.428 6.058 6.218

Sales Growth (year/eat) -4.10% 0.80% 2.50% 3.10%

Earnings History Mar14 Jun 14 Sep14 Dec14

EPS Eat 0.31 0.58 1.22 0.14

EPS Actual 0.40 0.62 1.20 0.19

Difference 0.09 0.04 -0.02 0.05

Surprise % 29.00% 6.90% -1.60% 35.70%

current Dir Neal DIr current Year Neal YearEPS Trends Mar15 Jun15 Dec iS Dec16

Current Estimate 0.34 0.64 2.55 2.70

7 Days Ago 0.32 0.65 2.55 2.71

30 Days Ago 0.29 0.64 2.56 2.70

60 Days Ago 0.29 0.65 2.56 2.71

______________________

90 Days Ago 0.29 0.65 2.56 2.71

EPS R current Dir Neal DIr. current Year Neat Yearevisions Mar iS Jun IS DeclS Dec16

UpLast7Dsys 1 0 1 0

upLaat3oDsya 1 0 2 2

DownLast3DDays 0 1 0 1

Down Last 90 Days N/A N/A N/A N/A

Growth Est AEE Induslry Sector S&P 500

Current Qtr -15.00% 0.20% 246.70% 9.00%

Neat Qtr 3.20% 7.30% 134.20% 14.60%

This Year 6.20% 10.10% 0.30% 2.90%

Neat Year 5.90% 8.70% 6.60% 13.20%

Past 5 Years (per annum) -2.54% N/A N/A N/A

Neat 5 Years (per annum) 6.85% 2.28% 7.43% 7.72%

Price/Earnings (avg. for
15.97 16.73 13.92 20.81comparison categones)
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SCANA Corp. (SCG) - NYSE * Watchlist C Add to Portfolio Like

53.12 1 0.89(1.70%) 11:10AM EDT- NYSE Real lime Price

Get Analyst Estimates for: GOAnalyst Estimates

. Current Ott. Next Qtr. Current Year Next Year
Earnings Est Mar15 Jun15 Dec1 Dec16

Avg. Estimate 1.20 0.66 3.69 3.89

No. of Analysts 3.00 3.00 8.00 9.00

Low Estimate 1.15 0.61 3.64 3.69

High Estimate 1.23 0.70 3.71 4.01

Year Ago EPS 1.37 0.68 3.79 3.69

Current Ott. Next Qtr. Current Year Nest YearRevenueEst Mar15 Jun15 Dec15 Dec16

Avg. Estimate 1.38B 950.27M 4.8DB 4.97B

No. of Analysts 2 2 8 8

Low Estimate 1.34B 894.39M 4.476 4.610

High Estimate 1.41B 1.D1B 5.17B 5.38B

Year Ago Sales 1.59B 1.030 4.956 4.806

Sales Growth (year/eat) -13.40% -7.40% -3.00% 3.50%

Earnings History Mar14 Jun 14 Sep 14 Dec14

EPS Eat 1.15 0.63 0.96 0.73

EPS Actual 1.37 0.68 1.01 0.73

Difference 0.22 0.05 0.05 0.00

Surprise % 19.10% 7.90% 5.20% 0.00%

Current Qtr. Nest Ott. Current Year Next Year
EPS Trends Mar15 Jun 15 Dec15 Dec16

Current Estimate 1.20 0.66 3.69 3.89

7 Days Ago 1.20 0.66 3.69 3.89

30 Days Ago 1.34 0.63 3.73 3.92

60 Days Ago 1.34 0.63 3.71 3.88

90 Days Ago 1.35 0.63 3.72 3.86

. . Current Qtr. Nest Qtr. Current Year Next YearEPS Revisions Mar15 Jun15 Dec15 Dec16

UpLast7 Days 1 1 0 0

UpLast3oDays 2 3 1 0

Down Last 30 Days 0 0 1 1

Down Last 90 Days N/A N/A N/A N/A

Growth Est SCG Industry Sector S&P 500

Current Qtr. -12.40% 0.20% 246.70% 9.00%

Next Qtr. -2.90% 7.30% 134.20% 14.60%

This Year -2.60% 10.10% 0.30% 2.90%

Next Year 5.40% 6.70% 6.60% 13.20%

Past 5 Years (per annum) 5.55% N/A N/A N/A

Next 5 Years (per annum) 4.30% 2.28% 7.43% 7.72%

Price/Earnings (avg. for
14.15 16.73 13.92 20.81

comparison categories)

DCfl D—.f., I—..,., f....



329 561 4.82 2.15comparison categories)

Currency in USD.

Ad Topics That Might Interest You...

1. Highest-Dividend ETFs 5. 10 Best Penny Stocks

2. Dividend ETFs to Buy 6. Best Stocks To Invest

3. High Dividend Index Funds 7. High Yield Stocks

4. Best Etfs To Invest In 8. Top 10 Income Funds

Feedback acts

- Ahoj Our Ads- --v - Svcd Feedback Yahoo! - ABC News Network

Quotes are real-time for NASDAQ. NYSE, and NYSE MKT. See also delay times for c.L: cvc[’.s-1-. All information provided as is for informational purposes only, not intended for trading purposes
or advice Neither Yahoo! nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein.

Fundamental company dala provided by Capital lQ. Historical chart data and daily updates provided by C. r, r:- S’:cc-:’::,cs Inc (CSI). International historical chart data. daily updates, fund
summary. fund performance dividend data and Morningstar Index data provided by .Crir-.; Inc Intemational historical chart data, daily updates, fundAnalyat estimates data provided by Thornsri
Fir,c’.ncicc1 \cc.’.rk. All data povided by Thomson Financial Network is based solely upon research information provided by third party analysts. Yahoo! has not reviewed, and in no way endorses the
validity of such data. Yahoo! and ThomsonFN shall not be liable for any actions laken in reliance thereon. Copyright © 2010 Bciclsc.c c. All rights reserved.
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Pinnacle West Capital Corporation (PNW) - NYSE * Watchlist Add to Portfolio Ltki

62.94 f 1.14(1.84%)

Analyst Estimates GetAnalyst EstImates for: GO

Current Otr. Next Qtr. Current Year Next Year
Earnings Est Mar15 Jun15 Dec15 Dec16

Avg. Estimate 0.19 1.24 3.86 4.02

No. of Analysts 5.00 5.00 14.00 14.00

Low Estimate 0.13 1.22 3.80 3.94

High Estimate 0.24 1.29 3.91 4.10

Year Ago EPS 0.14 1.19 3.58 3.86

Current Qtr. Next Qtr. Current Year Next Year
Revenue Ext Mar15 Jun15 Dec15 Dec16

Avg. Estimate 726.92M 943.84M 3.64B 3.74B

No. of Analysts 3 3 11 11

Low Estimate 714.0DM 937.67M 3.518 3.58B

High Estimate 733.99M 949.85M 3.91B 4.D6B

Year Ago Sales 686.25M 906.26M 3.49B 3.648

Sales Growth (year/eat) 5.90% 4.10% 4.30% 2.70%

Earnings History Mar14 Jun 14 Sep14 Dec14

EPS Ext 0.13 1.15 2.14 0.18

EPS Actual 0.14 1.19 2.20 0.05

Difference 0.01 0.04 0.06 -0.13

Surprise % 7.70% 3.50% 2.80% -72.20%

Current Qtr. Next Qtr. Current Year Next Year
EPS Trends Mar15 Jun iS Dec15 Dec16

Current Estimate 0.19 1.24 3.86 4.02

7 Days Ago 0.17 1.25 3.85 4.02

30 Days Ago 0.18 1.25 3.86 4.02

60 Days Ago 0.18 1.24 3.86 4.01

90 Days Ago 0.18 1.24 3.86 4.01

EPs R Current Qtr. Next Qtr. Current Year Next Yearevislons Mar15 Jun15 Dec15 Dec16

UpLast7Daya 1 0 0 0

Up Laat3O Days 1 0 2 3

Down Last 30 Days 0 1 1 1

Down Last 90 Days N/A N/A N/A N/A

Growth Est PNW Industry Sector S&P 500

Current Qtr. 35.70% 0.20% 246.70% 9.00%

Next Qtr. 4.20% 7.30% 134.20% 14.60%

Thia Year 7.80% 10.10% 0.30% 2.90%

Next Year 4.10% 6.70% 6.60% 13.20%

Past 5 Years (per unnum) 3.39% N/A N/A N/A

Next 5 Years (per annum) 4.20% 2.28% 7.43% 7.72%

Price/Earnings (avg. for
16.01 16.73 13.92 20.81

comparison categories)
OCfl 0—4;,. (—.,,.., 5,...

—

rad€’ stocks
1for just

$4.95ltrade
in any market

- lath
TradeKing

Click Your
Market Outlook



comparison categories)
3.81 5.61 4.82 2.15

Currency in USD.

____________________

Ad Topics That Might Interest You...

1. 10 Best Penny Stocks

2. High Dividend Index Funds

3. Highest-Dividend ETF5

4. #1 Penny Stock to Buy

Feedback

Pnvvcy - About Oar Ads - Terms - Send Feedback - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ. NYSE, and NYSE MKT. See also delay times for chom exchanges. All information provided “as is” for informational purposes only. not intended for trading purposes
or advice. Neither Yahoot nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo’ site, you agree not to redistribute the information found therein,

Fundamental company data provided by Capital 10. Historical chart data and daily updates provided by C’’:’m I.:, .‘ :m”i Inc. ‘‘Sml’. International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by Morningvtar Inc International historical chart data, daily updates, fundAnalyst estimates data provided by Thomson
Financial Nc’.’, . .All data povided by Thomson Financial Network is based solely upon research information provided by third party analysts. Yahoo’ has not reviewed, and in no way endorses the
validity of such data. Yahoo’ and ThomsonFN shall not be liable for any actions taken in reliance thereon. Copyright © 2010 Briefng.commi. All rights reserved.

5. New Luxury Cars

6. Retirement Income Funds

7. High-Dividend ETFs

8. Dividend Income Funds
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PNM Resources, Inc. (PNM) - NYSE * Watchlist Add to Portfolio llki

28.09 0.72(2.63%) 11:36AM EDT- NYSE Real lime Price

Analyst Estimates Get Analyst Estimates for: j GO

current Qtr. Next Qtr. current Year Next Year
Earnings Eat Mar15 Jun15 Dec15 Dec16

Avg. Estimate 0.18 0.39 1.56 1.85

No. of Analysts 4.00 4.00 9.00 8.00

Low Estimate 0.15 0.35 1.55 1.70

High Estimate 0.20 0.41 1.60 1.94

Year Ago EPS 0.18 0.39 1.49 1.56

current Qtr. Next DIr, current Year Nest Year
RevenueEst Mar15 Jun15 Dec15 Dec16

Avg. Estimate 335.0DM 346.0DM 1.45B 1.53B

No. of Analysts 2 2 4 5

Low Estimate 334.0DM 341.0DM 1.43B 1.4gB

High Estimate 336.0DM 351.0DM 1.48B 1.55B

Year Ago Sales 328.9DM 346.16M 1.44B 1.45B

Sales Growth (year/eat) 1.90% 0.00% 1.20% 5.40%

Earnings Htstory Mar14 Jun 14 Sep14 Dec14

EPS Eat 0.20 0.38 0.66 0.23

EPS Actual 0.18 0.39 0.68 0.24

Difference -0.02 0.01 0.02 0.01

Surprise % -1 0.00% 2.60% 3.00% 4.30%

current Qtr. Next Qtr. current Year Next Year
EPS Trends Mar1 Jun 15 Dec 15 Dec16

Current Estimate 0.18 0.39 1.56 1.85

7 Days Ago 0.18 0.39 1.56 1.85

30 DaysAgo 0.19 0.40 1.57 1.85

60 Days Ago 0.19 0.40 1.57 1.84

90 Days Ago 0.19 0.42 1.56 1.81

EPs R
Csrrent Qtr. Next Qtr. Current Year Next Yearevisions Mar15 Jun15 Dec15 Dec16

UpLast7Days 0 0 0 0

Up Last 30 Days 0 0 0 0

Down Last 3D Days 0 0 0 0

Down Last 90 Days N/A N/A N/A N/A

Growth Est PNM Industry Sector S&P 500

Current Qtr. 0.00% 0.20% 246.70% 9.00%

Next Qtr. 0.00% 7.30% 134.20% 14.60%

This Year 4.70% 10.10% 0.30% 2.90%

Next Year 18.60% 6.70% 6.60% 13.20%

PastS Years (per annum) 13.19% N/A N/A N/A

Next 5 Years (per annum) 9.86% 2.28% 7.43% 7.72%

Price/Earnings (avg. for
17.54 16.73 13.92 20.81comparison categories)

0012 0—.*1.-. /—.,,,. f.-..

Get up to $600 +

i’ade FREE ice 60 day5.



• 1.78 5.61 4.82 2.15
comparison categories)

Currency in USD.

Ad Topics That Might Interest You...

1. Highest-Dividend ETFs 5. Best Etfs To Invest In

2. Dividend ETFs to Buy 6. 10 Best Penny Stocks

3. Stocks to Buy Now 7. Best Stocks To Invest

4. High Dividend Index Funds 8. High Yield Stocks

Feedback ads

Pnacy . Abaut Ow Ms - Teens. Send Feedback - Yahoo! - ABC News Network

Quotes are realtime far NASDAQ, NYSE. and NYSE MKT. See also delay times for other oxcfianges. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo! nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein

Fundamental company data provided by Capiaf Q. Historical chart data and daily updates provided by ‘. ,‘‘cs Inc. tCSI International historical chart data, daily updates, fund
summary. fund performance, dividend data and Morningstar Index data provided by 0 Inn International historical chart data, daily updates, fundAnalyst estimates data provided by Thoirisor,
I rjc: All data povided by Thomson Financial Network is based solely upon research information provided by third party analysts. Yahoo! has not reviewed, and in no way endorses the
validity of such data. Yahoo’ and ThomsonFN shall not be liable for any actions taken in reliance thereon. Copyright © 2010 Briefing corn. All rights reserved.



kwalton

kwalton
GXP Analyst Estimates
:.O4/22/J5 02:50 AM

xerox

Great Plains Energy Inc



Home Mail Search News Sports Finance Weather Games Answers Screen Flickr Mobile More

Search Finance Richard J Mail

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance Personal Finance CNBC Contributors

Enter symbol [Look Up ] Thu. Mar12 2015, 11:35AM EDT - US Markets close in 4 hrs and 25 mins Report an Issue

Dow 1

Great Plains Energy Incorporated (GXP) - NYSE * Watchlist r Add to Portfolio Uk,

26.31 tO.48(1 .86%)

Analyst Estimates Get Analyst Estimates for: f GO

Current Qtr. Next Qtr. Current Year Next Year
Earnings Eat Mar15 Jun 15 Dec15 Dec 16

Avg. Estimate 0.12 0.34 1.55 1.82

No. of Analysts 4.00 3.00 11.00 10.00

Low Estimate 0.10 0.29 1.48 1.70

High Estimate 0.15 0.38 1.77 1.91

Year Ago EPS 0.15 0.34 1.57 1.55

Current Ott. Next Qtr. Current Year Next Year
Revenue Eat Mar15 Jun15 Dec15 Dec16

Avg. Estimate 577.04M 660.03M 2.58B 2.70B

No. of Analysts 3 3 9 7

Low Estimate 548.75M 634.79M 2.495 2.565

High Estimate 601.0DM 679.3DM 2.71B 2.80B

Year Ago Sales 585.1OM 648.4DM 2.57B 2.58B

Sales Growth (year/eat) -1.40% 1.80% 0.60% 4.40%

Earnings History Mar14 Jun 14 Sep14 Dec14

EPS Ext 0.19 0.41 0.97 0.13

EPS Actual 0.15 0.34 0.95 0.12

Difference -0.04 -0.07 -0.02 -0.01

Surprise % -21.10% -17.10% -2.10% -7.70%

Current Otr. Nest Qtr. Current Year Next Year
EPS Trends Mar15 Jun15 Dec15 Dec16

Current Estimate 0.12 0.34 1.55 1.82

7 Days Ago 0.14 0.37 1.58 1.83

30 Days Ago 0.16 0.38 1.68 1.85

60 Days Ago 0.17 0.39 1.69 1.85 Safari Potver Saver
90 Days Ago 0.17 0.39 1.68 1.86 1ick to Start Flash

Current Qtr. Next Qtr. Current Year Next Year
EPS Revisions Mar15 Jun15 Dec15 Dec16

UpLast7oays 0 0 0 0

Up Last 30 Days 0 0 0 1

Down Last 30 Days 0 0 1 0

Down Last 90 Days N/A N/A N/A N/A

Growth Est GXP Industry Sector S&P 500 NORTH CAROLINA:

Current Qtr. -20.00% 0.20% 246.70% 9.00% Obam&s Plan

Next Qtr. 0.00% 7.30% 134.20% 14.60%
Encourages
Homeowners To

This Year -1.30% 10.10% 0.30% 2.90% Avoid 30 Year
Next Year 17.40% 6.70% 6.60% 13.20% Mortgages
Past 5 Years (per annum) 15.73% N/A N/A N/A If you owe less than

5625,000 on your home,
Next 5 Years (per annum) 4.60% 2.28% 7.43% 7.72% use Obamas once in a
Price/Earnings (avg. for 16.75 16.73 13.92 20.81 lifetime mortgage relief
comparison categories) program. The program is
OCfl 0.11.., c.-,, c.-.- tntlIu frRo .nH Hnosnt



• ‘“e’ 3.64 561 4.82 2.15comparison categories) add any cost to your tell.
The bad news is that it
expires in 2015. YouIl be
shocked when you see
how much you can save.

Select Your Age:

133 vI
Calculate New house

t.mweMyBI1

Currency in USD.

Ad Topics That Might Interest You...

1. High Dividend Index Funds 5. Stocks to Buy Now

2. Highest-Dividend ETFs 6. New Luxury Cars

3. 10 Best Penny Stocks 7. Retirement Annuity Rates
V

4. Best Stocks To Invest 8. #1 Penny Stock to Buy

Feedback

Prway - About 0u Ads - Tuunn - SerJ Fee’back - Yahoo!
- ABC News Network

Quotes are real-time br NASDAQ, NYSE, and NYSE MKT. See also delay limes tot other exchanges, All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahooi nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein

Fundamental company data provided by Capilul IQ. Historical chart data and daily updates provided by CnmmJ,, Systems tic. (CSI). International historical chart data, daily updates, lund
summary, fund performance, dividend data and Morningstar Index data provided by i n’lCu no International historical chart data, daily updates, fundAnalyst estimates data provided by Thorrisorr
Finar-,i All data povided by Thomson Financial Network is based solely upon research information provided by third party analysts. Yahoo’ has not reviewed, and in no way endorses the
validity of such data. Yahoo! and ThomsonFN shall not be liable for any actions taken in reliance Ihereon. Copyright © 2010 Cieling corn. All rights reserved.
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OGE Energy Corp. (OGE) - NYSE * Watchlist Add to Portfolio Liks

31.38 tO.19(O.61%)

Get Analyst Estimates for: GOAnalyst Estimates

Earnings Est

Avg. Estimate

No. of Analysts

Low Estimate

High Estimate

YearAgo EPS

Revenue Est

Avg. Estimate

No, of Analysts

Low Estimate

High Estimate

Year Ago Sales

Sales Growth (year/eat)

Earnings History

EPS Eat

EPS Actual

Difference

Surprise %

EPS Trends

Current Estimate

7 Days Ago

30 Days Ago

60 Days Ago

90 Days Ago

EPS Revisions

Up Last 7 Days

Up Last 30 Days

Down Last 30 Days

Down Last 90 Days

Growth Est

Current Qtr.

Next Qir.

This Year

Next Year

Past 5 Years (per annum)

Next 5 Years (per annum)

Price/Earnings (avg. for
comparison categories)

con 0—,+I,. (—,,.-, 5-..

Current Qtr.
Mar15

0.17

3.00

0.15

0.20

0.25

Current Ott.
Mar15

NaN

NaN

NaN

NaN

N/A

Mar14

0.24

0.25

0.01

4.20%

Current Qtr.
Mar15

0.17

0.18

0.20

0.20

0.21

Current Qtr.
Mar15

0

0

0

N/A

OGE

-32.00%

-4.00%

-2.50%

7.80%

12.94%

4.00%

16.16

Nest Qtr.
Jun15

0.48

2.00

0.46

0.50

0.50

Nest Qtr.
Jun 15

NaN

NaN

NaN

NaN

N/A

Jun 14

0.51

0.50

-0.01

-2.00%

Next Ott.
Jun15

0.48

0.51

0.56

0.56

0.59

Next Qtr.
Jun15

0

0

0

N/A

Industry

0.20%

7.30%

10.10%

6.70%

N/A

2.28%

16.73

Current Year
Dec15

1.93

9.00

1.83

2.15

1.98

Current Year
Dec15

2.438

S

2.338

2.508

2.45B

-0.80%

Sep 14

0.95

0.94

-0.01

-1.10%

Current Year
Dec15

1.93

1.94

2.06

2.11

2.12

Current Year
Dec15

0

0

0

N/A

Sector

246.70%

134.20%

0.30%

6.60%

N/A

7.43%

13.92

Next Year
Dec 16

2.08

8.00

1.95

2.22

1.93

Next Year
Dec 16

2.53B

5

2.38B

2.61B

2.43B

4.00%

Dec 14

0.27

0.29

0.02

7.40%

Next Year
Dec 16

2.08

2.08

2.17

2.26

2.28

Next Year
Dec 16

0

0

4

N/A

S&P 500

9.00%

14.60%

2.90%

13.20%

N/A

7.72%

20.81

•
rôdcttks

for just
$495ltrade
in any market

TradeKiig

Click Your
Market Outlook



comparison categories) 4.04 5.61 4.82 2.15

Currency in USD.

Ad Topics That Might Interest You...

1. Best Stocks To Invest

2. High Dividend Index Funds

3. Highest-Dividend ETFs

4. Stocks to Buy Now

Feedback

5. 10 Best Penny Stocks

6. #1 Penny Stock to Buy

7. Top Roth IRA

8. New Luxury Cars

Pnvscy - About Our Ads - Tcriiis - Seed Feedback - Yahoo - ABC News Network

Quotes are real-time For NASDAQ, NYSE, and NYSE MKT See also delay times for ether exchanges. All information provided ‘as is for informational purposes only, not intended for trading purposes
or advice. Neither Yxhool nor any of independent providers is liabte for any informational errors. incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoot site, you agree fbI to redistribute the information found therein.

Fundamental company data provided by Capital Ci. Historical chart data and daily updates provided by Commodity S’sterns Inc (CSI). International historical chart data, daily updates, fund
summary. fund performance, dividend data and Momingstar Index data provided by Morriicgstar. Inc. International historical chart data, daily updates, fundAnalyst estimates data provided by Thomson
F;r,’.el NeI’.vaik. All data povided by Thomson Financial Network is based solely upon research information provided by third party analysts. Yahoo! has not reviewed, and in no way endorses the
validity of such data. Yahoo! and ThomsonFN shall not be liable for any actions taken in reliance thereon. Copyright iS 2010 Briekng.com. All rights reserved.
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Entergy Corporation (ETR) - NYSE * watchlist Add to Portfolio Like

76.21 1.52(2.04%) 11:34AM EDT- NYSE Real lime Price

Get Analyst Estimates for: GOAnalyst Estimates

current GIn. Neal Otr current Year Next YearEarnings Est Mar15 Jan 15 Dec15 Dec16

Avg. Eatimate 1.38 1.21 5.41 5.32

No. of Analyeta 6.00 5.00 18.00 15.00

Low Estimate 1.02 1.00 4.99 4.79

High Estimate 2.15 1.61 5.59 5.59

Year Ago EPS 2.29 1.11 5.83 5.41

current ‘DIr. Neal Olr. current Year Neat Year
Revenue Est Mar15 Jun15 Dec15 Dec16

Avg. Estimate 2.908 3.148 12.398 12.898

No. otAnalysts 3 3 13 11

Low Estimate 2.748 2.838 11.698 12.098

High Estimate 3.138 3.690 14.030 14.58B

Year Ago Sales 3.210 3.000 12.490 12.39B

Salea Growth (year/eat) -9.70% 4.80% -0.90% 4.00%

Earnings History Mar14 Jan 14 Sep 14 Dec 14

EPS Eat 1.58 1.14 1.86 0.80

EPS Actual 2.29 1.11 1.68 0.75

Difference 0.71 -0.03 -0.18 -0.05

Surpriae % 44.90% -2.60% -9.70% -6.30%

curreel ‘DIr. Next Otr. current Year Nest YearEPsTrends
Mar15 Jun15 Dec15 Dec16

current Estimate 1.38 1.21 5.41 5.32

7 Days Ago 1.36 1.20 5.41 5.31

30 Daye Ago 1.32 1.24 5.41 5.35

60 Days Ago 1.19 1.38 5.39 5.62

90 Days Ago 1.18 1.36 5.41 5.67

EPS R current Otr. Nest OIr. current Year Next Yearevsons Mar15 Jun15 Dec15 Dec16

Up Laat7 Days 1 1 1 1

UpLaat3oDays 1 1 1 1

DcwnLaat300ays 0 0 0 0

Down Last 90 Daya N/A N/A N/A N/A

Growth Est ETR Industry Sector SEP 500

current Qtr. -39.70% 0.20% 246.70% 9.00%

Nest Qtr. 9.00% 7.30% 134.20% 14.60%

This Year -7.20% 10.10% 0.30% 2.90%

Nest Year -1.70% 6.70% 6.60% 13.20%

Past 5 Years (per annum) -6.73% N/A N/A N/A

NestS Years (per annum) -1.17% 2.28% 7.43% 7.72%

Pnce/Earnings (avg. for
13.81 16.73 13.92 20.81compariaon categones)

DCfl D..fi.-. f.,.,.. f....

S afth Powcr Savcr
Click to Stan Flash



• ‘“

‘‘‘‘ -11.80 5.61 4.82 2.15comparison categories)

Currency in USD.

Ad Topics That Might Interest You...

1. Highest-Dividend ETFs 5. 10 Best Penny Stocks

2. Dividend ETFs to Buy 6. High Yield Stocks

3. High Dividend Index Funds 7. Top 10 Income Funds

4. Best Etfs To Invest In 8. Awesome Penny Stocks

Feedback

Pr,, - Annut Our Ads - Terms
- Send Feedback - Yahoo! - ABC News Network

SAVE?

Start Trading ‘

III’’
TradeKing

MEJ.4BEw FiNA • SJPC

Quotes are real-time lot NASDAQ. NYSE, and NYSE MKT See also delay times for other nachanges. All information provided as in” for informational purposes only not intended for trading purposes
or advice, Neither Yahoo’ nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions laken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein.

Fundamental company data provided by .4’L.d lQ. Historical chart data and daily updates provided by . ,tdorns !cc OSI . International historical chart data, daily spdates, fund
summary, fund performance, dividend data and Morningstar Index data provided by ! ,‘ Inc International historical chart date, daily spdales, fundAnalyst estimates data provided by Thomson
Frr3I N,nt,’,. All data povided by Thomson Financial Network is based solely upon research information provided by third party analysts. Yahoo’ has not reviewed, and in no way endorses the
validity of such data. Yahoo! and ThomsonFN nhatl not be liable for any actions taken in reliance thereon. Copyright © 2010 3iclic’ ..‘. All rights reserved
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Search Finance Richrd ] Mail

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance Personal Finance CNBC Contributors

Enter Symbol 1 [icok Lp Thu Mar12 2015 11 32AM EDT US Markets close in 4 hrs and 28 mlns Report an Issue

Dow 11
No oiin

E*TRADE

____________

Aa.erftrade • OPEN AN ACCOUNT

______________

Edison International (EIX) - NYSE * Watchllst Add to Portfolio Cik, [j

6280 0.80(1.29%) 11:32AM EDT- Nasdaq Real lime Price

Analyst Estimates Get Analyst Estimates for: [__ GO

Current Qtr. Next Qtr. Current Year Next YearEarnings Est Mar15 Jun15 Dec15 Dec16

Avg. Estimate 0.76 0.74 3.63 3.96

No. of Analysts 6.00 6.00 15.00 15.00

Low Estimate 0.68 0.38 3.45 3.83

High Estimate 0.81 0.92 4.40 4.50

Year Ago EPS 0.90 1.07 4.59 3.63

Carrent Qtr. Next DIr. Carrent Year Next YearRevenue Est Mar1 Jan 15 Dec15 Dec16

Avg. Estimate 2.998 3.078 13.358 13.86B

No. of Analysts 5 5 13 11

Low Estimate 2.93B 3.D2B 11.948 12.51B

High Estimate 3.D6B 3.16B 14.038 14.63B

Year Ago Sales 2.938 3.028 13.418 13.35B

Sales Growth (year/eat) 2.20% 1.90% -0.40% 3.80%

Earnings History Mar14 Jun 14 Sep 14 Dec14

EPS Est 0.81 0.83 1.34 0.83

EPS Actual 0.90 1.07 1.52 1.08

Difference 0.09 0.24 0.18 0.25

Surprise % 11.10% 28.90% 13.40% 30.10%

Current Ott. Next Otr. Current Year Next YearEPS Trends Mar15 Jun15 Dec15 Dec16

Current Estimate 0.76 0.74 3.63 3.96

7 Days Ago 0.77 0.75 3.64 3.96

30 Days Ago 0.80 0.85 3.60 3.92

60 Days Ago 0.80 0.86 3.61 3.91

90 Days Ago 0.80 0.86 3.62 3.92

EPs R
Current Qtr. Next DIr. Current Year Nest Yearevisions Mar15 Jun15 Dec15 Dec16

UpLast7Days 0 0 1 1

Up Last 30 Days 0 0 3 3

Down Last 30 Days 1 1 1 1

Down Last 90 Days N/A N/A N/A N/A

Growth Est E1X industry Sector S&P 500

Current Qtr. -15.60% 020% 246.70% 9.00%

Next Ott. -30.80% 7.30% 134.20% 14.60%

This Year -20.90% 10.10% 0.30% 2.90%

Next Year 9.10% 6.70% 6.60% 13.20%

Past 5 Yeats (per annum) 11.59% N/A N/A N/A

Next 5 Years (per annum) 3.53% 2.28% 7.43% 7.72%

Price/Earnings (avg. for 17.08 16.73 13.92 20.81comparison categones)

Don 0—.fi., (—.,, L-.



companson categories)
4.84 5.61 4.82 2.15 w mind

already.

Currency in USD. I

Ad Topics That Might Interest You...

1. High Dividend Index Funds 5. #1 Penny Stock to Buy

2. Highest-Dividend ETFs 6. Top Roth IRA

3. High Yield Stocks 7. High Yield Bonds

4. 10 Best Penny Stocks 8. Dividend Income Funds

Feedback ads

Pnvacy - About OLe Ads - Turns - Send Feedback - Yahoo! - ABC News Network

Quotes are real.time for NASDAQ, NYSE, and NYSE MKT. See atso delay times for Ihr cxchanqes. All information provided as is for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo’ nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein.

Fundamental company data provided by Capital tQ. Historical chart data and daily updates provided by C,iriii’, ,ctci Inc. tC C’. International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by in..Ct Inc. Inlernalional historical chart data, daily updates, fundAnalyst estimates data provided by Thornsorr
Fnar.,iI All data povidod by Thomson Financial Network is based solely upon research information provided by third party analysts. Yahoo! has not reviewed, and in no way endorses the
validity of such data. Yahoo! and ThomsonFN shall not be liable for any actions taken in reliance thereon. Copyright © 2010 3ric’1iir . i. All rights reserved.
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Enter Symbol [ Lcok Thu, Mar 12. 2015, 10 51AM EDT - US Markels close in 5 hrs and 9 mins Report an Issue

Dow1O
Ame,lfrad.

MAKE YOUR
OWN LUCK

Ameren Corporation (AEE) - NYSE * In Watchllst

41 .59 10.86(2.11%) 10:51AM EDT- Nasdaq Real lime Price

Historical Prices

Set Date Range

Start Date: Aug C [1 2014 Eg. Jan 1,2010

End Date: Feb C 28 [2015

Get Prices

Prices

Date Open High Low

Feb 2.2015 45.46 45.66 41.14

Jan 2, 2015 46.29 46.81 44.64

Dec 8, 2014

Dec 1, 2014 42.86 48.14 42.15

Nov 3, 2014 42.44 44.22 41.89

Oct 1,2014 38.32 42.71 38.25

Sep 8, 2014

Sep 2,2014 39.93 40.31 37.53

Aug 1,2014 38.41 39.99 36.65
* Close price adjusted for dividends and splits.

DownIoad to Spreadsheet

Currency in USD.

EITRADE
OPEN AN ACCOUNT

Add to Portfolio1 Llks

Get Historical Prices for: GO

Daily

Weekly

Monthly

Dividends Only

First I Previous I Next I Last

Close Avg Vol Adj Close*

42.41 2,228,700 41.99

45.28 1,740,600 44.83

0.41 Dividend

46.13 1,635,200 45.67

43.11 1,430,700 42.27

42.34 1,700,000 41.52

0.40 Dividend

38.33 1,244,700 37.59

39.99 1,643,500 38.83

First I Previous I Next I Last

Safari Power Saver
Click to Start Flash
Plug4n 1

lTS TIME TO Pt.AV

r3(



Ad Topics That Might Interest You...

1. Best ETEs to Invest in 5. Top 10 Income Funds

2. Dividend ETFs to Buy 6. Awesome Penny Stocks

3. 10 Best Penny Stocks 7. High-Dividend ETFs

4. High Yield Stocks 8. Top Roth IRA

Feedback

Privacy - About Our Arts - Terms - Send Fsedba Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE. and NYSE MKT. See also delay times for other exchanges. All information provided “as is for informational purposes only. not intended for trading purposes
or advice. Neither Yahoo! nor any of independent providers is liable for any informational errors, incompleteness, or delays. or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! aite, you agree not to redistribute the information found therein.

Fundamental company data provided by Capital liEi Historical chart data and daily updates provided by Commodity Systems, Inc. (CS11. International historical chart data, daily updates, fund
summary, fund performance, dividend data and Momingstar Index data provided by Morningstar, Inc.

Vanguard
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Enter Symbol Look Up__] Mon Mar 2 2015 446pm EST US Markets are closed Report an Issue

DowfO.r

American Electric Power Co., Inc. (AEP) - NYSE * Watchtist

56.15 +1.43(2.48%)
After Hours :56.150.00(0.00%) 4:17PM EST

Add to Portfolio LIks

Historical Prices

Set Date Range

Get Historical Prices for: I GO

Start Date: Aug 0, [ 2014 Eg. Jan 1,2010

End Date: Mar [ [2015

Get Prices

- Daily
Weekly

• Monthly

Dividends Only

fines

Download to Spreadsheet

First I Previous I Next I Last

First Previous I Next I Last

Currency in USD. afari Power Saver

tl°n

SAVE SMARTER
FOR ETlREMLNT

A Roth IRA is m
flexible

Fde1ity Cash
Management
Account START TRADING

62.81

60.88

57.31

63.51

65.38

63.22

57.01

59.97

56.97

57.58

62.81

60.72

58.41

52.34

53.66

Date Open High Low Close Avg Vol Adj Close*

Feb 6, 2015 0.53 Dividend

Feb 2, 2015 3,397,400 57.58

Jan 2, 2015 2,836,800 62.28

Dec 1, 2014 2,545,600 60.20

Nov 6, 2014 0.53 Dividend

Nov 3, 2014 2,630400 57.06

Oct 1, 2014 3,155,600 57.33

Sep 2, 2014 2,111,800 51.31

Aug 6, 2014 0.50 Dividend

Aug 1, 2014 52.00 2,678,400 52.77

59.84

58.61

53.88

55.90

51.97

51.58

57.55

58.34

52.21

53.71 49.06 53.70
* Close price adjusted for dividends and splits.



Ad Topics That Might Interest You...

1. Top Electric Companies

2. Electric Power Saver

3. Electric Power Company

4. Best ETFs to Invest in

Feedback

5. Dividend ETFs to Buy

6. High-Dividend ETFs

7. High Yield Stocks

8. Awesome Penny Stocks

ads

I, - --: ‘

[I

-

Privacy - Abut OurA-l - Terms - Send Feedback - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay times for other exchanges. All information provided as is for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo! nor any of indepesdent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein,

Fundamental company data provided by ! Q. Historical chart data and daily updates provided by Commodity Systems, Inc, (CSIi. International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by Morninqelar, Inc.
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Daily

Weekly

Monthly

Dividends Only

Date Open High Low Close

Feb 18, 2015 0.33 Dividend

Feb 2,2015

Jan 2,2015

Dec 2, 2014 0.318 Dividend

Dec 1, 2014 34.40 37.37 33.20 35.35

Nov 3, 2014 35.46 35.98 33.19 34.45

Oct 1, 2014 30.63 35.96 30.55 35.45

Sep 2, 2014 32.44 32.88 30.45 30.53

Aug 19, 2014 0.318 Dividend

Aug 1, 2014 31.01 32.47 30.35 32.46
* Close price adjusted for dividends and splits.

First I Previous I Next I Last

Download to Spreadsheet

Currency in USD.

Safari Power Saver
Click to Start flash
Plug-in

A wrench can
help you
secure a bolt.

Enter Symbol I rLcok Up

Dow10’

A\(8 LEARN
MORE

Ameritrade

Mon. Mar 2, 2015, 855AM EST - US Markets open in 35 mins Report an Issue

E+.TRADE I
OPEN AN ACcOJ

Avista Corp. (AVA) - NYSE * Watchlist Add to Portfolio Like

34.10 tO.21 (0.62%) Feb27,4:O5PMEST

Historical Prices

Set Date Range

Start Date: Aug C 1 2014 Eg. Jan 1,2010

End Date: Mar C [2 2015

Get Prices

Prices

Get Historical Prices for: GO

First Previous I Next I Last

37.13

35.51

37.65

38.34

33.28

34.91

Avg Vol Adj Close*

34.10

37.13

345,100

314,000

414,700

339,200

532,400

365,600

354,600

34.10

36.77

35.00

33.80

34.78

29.95

31.84



Vanguard

Ad Topics That Might Interest You...

1. Best ETFs to Invest in 5. Dividend ETF5 to Buy

2. Highest CD Rates Today 6. Top Stocks to Buy

3. Highest-Dividend ETF5 7. 10 Best Penny Stocks

4. Best Stocks To Invest 8. Stocks to Buy Now

Feedback ads

Privacy - About Our Ads- Terms - Send Feedback - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay limes for other exchanges. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo! nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein

Fundamental company data provided by Capital IQ. Historical chart data and daily updates provided by Commodity Systems, Inc. ICSI, International historical chart data, daily updates, fund
summary. fund performance, dividend data and Morningstar Index data provided by !lomongstar Inc.
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Enter Symbol [look Up Mon. Mar 2, 2015, 9 11AM EST - US Markets open in 19 mine Report an Issue

Dow-I’ll ‘ ‘“‘

E+TRADE
OPEN AN ACCOUNT

Pinnacle West Capital Corporation (PNW) - NYSE * Watchlist L Add to Portfolio Llk9

64.08 Feb 27, 4:03PM

Historical Prices

Set Date Range

Get Historical Prices for: [ GO

Date

Feb 2,2015

Jan 29, 2015

Jan 2,2015

Dec 1,2014

Nov 3, 2014

Oct 30, 2014

Oct 1,2014

Sep 2, 2014

Aug 1,2014

fDownload to Spreadsheet

Currency in USD.

High Low Close

70.71 63.81 64.08

0.595 Dividend

73.31 67.69 70.18

71.11 62.60 68.31

63.50 60.61 63.23

0.595 Dividend

61.56 54.59 61.47

57.74 54.13 54.64

56.97 52.13 56.95
* Close price adjusted for dividends and splits.

First I Previous I Next I Lest

Avg Vol Adj Close*

1,082,500 64.08

1,002,300 70.18

1,244,500 67.74

772,000 62.70

835,700 60.96

925,100 53.64

987,200 55.91

First I Previous I Next I Last

1ug-in

Start Date: Aug [i 2014 Eq. Jan 1,2010

End Date: Mar 0 2 2015

Get Prices

Prices

Daily

Weekly

Monthly

Dividends Only

Open

70.18

68.58

62.85

61.75

54.70

57.04

53.51



Ad Topics That Might Interest You...

1. Groupon Stock Price

2. Historical Stock Quotes

3. Historical Stock Prices

4. Best ETFs to Invest in

Feedback

Privacy - Abul Our Ads - Terms - Send Feedback - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay times for other enchanges. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo! nor any of independent provicters is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information fosnd therein.

Fundamental company data provided by Ccl,l IQ. Historical chart data and daily updates provided by Commodity Systems, Inc. ICSII. International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by Morninyntar, Inc.

5. Highest-Dividend ETFs

6. Dividend ETF5 to Buy

7. 10 Best Penny Stocks

8. High Yield Stocks

ads
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Enter Symbol

___________

Mon. Mar 2, 2015, 4:48pm EST - US Markets are closed Report an Issue

Dow fo.i
E+ TRADE
OPSN AN ACCOUNT

Fktel*j Cath
mrntAceeunt

Fidelity

Great Plains Energy Incorporated (GXP) - NYSE * Watchlist Add to Portfolio LIke

26.37 +0.24(0.90%)
After Hours : 26.37 0.11 (0.43%) 4:32PM EST

Historical Prices Get Historical Prices for: GO

Set Date Range

Daily
Start Date: Aug C [i 2014 Eg. Jan 1,2010 Weekly

End Date: Mar C 12 2015 Monthly

Dividends Only

Get Prices

First I Previous I Next I Last

Prices 1
Date Open High Low Close Avg Vol Adj Close*

Feb 25, 2015 0.245 Dividend

Feb 2,2015 29.46 29.65 26.31 26.61 1,406,600 26.61

Jan 2,2015 28.53 30.25 27.43 29.57 1,596,300 29.31

Dec 1,2014 26.13 29.46 25.94 28.41 1.420,700 28.16

Nov 25, 2014 0.245 Dividend

Nov 3,2014 26.92 27.38 25.63 26.17 1,401,200 25.94

Oct 1,2014 24.19 27.00 24.11 26.93 1,717,300 26.44

Sep 2,2014 25.64 25.80 23.91 24.17 1,109,700 23.73

Aug 26. 2014 0.23 Dividend

Aug 1,2014 24.75 25.91 24.09 25.67 1,147,400 25.20
* Close price adjusted for dividends and splits.

First I Previous I Next I Last

Download to Spreadsheet

Currency in USD.



Ad Topics That Might Interest You...

1. Awesome Penny Stocks 5. Dividend ETFs to Buy

2. 2015 Hybrid Car Prices 6. Best ETFs to Invest in

3. 10 Best Penny Stocks 7. 5 Stocks to Buy Now

4. Top Stocks to Buy 8. High-Dividend ETFs

Feedback ods

- About Our Ads - Terms - Send Feedback -Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay times for other exchanges. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo! nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein

Fundamental company data provided by Cl 10. Historical chart data and daily updates provided by Commodity Systems. Inc. (CSIi. International historical chart data, daily updates, fund
summary, fund performance, dividend data and Momingstar Index data provided by Mcrnwj’.rr Inc.
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Enter Symbol [Look Up ] Mon. Mar 2,2015, 910AM EST - US Markets open in 20 mins Report an Issue

Dow-40

OPEN AN ACCOUNT

P?zi tNO ATM FEES1

OGE Energy Corp. (OGE) - NYSE * Watchllst rAdd to Portfolio Like

32.51 Feb 27, 4:05PM EST

Historical Prices Get HIstorical PrIces for: GO

Set Date Range

Daily
Start Date: Aug C 1 12014 Eg. Jan 1,2010 Weekly

End Date: Mar C 2 2015
• Monthly

Dividends Only

Get Prices

First Previous Next I Last

[Prices

Date Open High Low Close Avg Vol Adj Close*

Feb 2,2015 35.19 35.75 32.12 32.51 1.425,200 32.51

Jan 7, 2015 0.25 Dividend

Jan 2,2015 35.61 36.48 33.44 35.18 1,273,800 35.18

Dec 1, 2014 35.60 36.70 32.85 35.48 1,297,300 35.22

Nov 3,2014 37.34 37.90 35.64 35.69 967.400 35.43

Oct 8, 2014 0.25 Dividend

Oct 1,2014 37.07 37.56 33.06 37.29 1,550,700 37.02

Sep 2,2014 37.45 37.76 35.15 37.11 1,014,300 36.59

Aug 1, 2014 35.96 37.60 34.88 37.52 999,900 37.00

* Close price adjusted for dividends and splits.

First I Previous I Next I Last

1DownIoad to Spreadsheet

Currency in USD.

****“ Overall
Momingsear RaIhigTU

(as of 9130114).

I. Rowe Price
Strategic
Income fund
A global bond fund
ccsntiüitng ftrndaniiIaI

credit research with
sectu uUocUn.
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Ad Topics That Might Interest You...

1. Best ETFs to Invest in 5. Dividend ETFs to Buy

2. Best Stocks To Invest 6. Top Stocks to Buy

3. Highest-Dividend ETFs 7. 10 Best Penny Stocks

4. Highest CD Rates Today 8. Stocks to Buy Now

Feedback ads

Privacy - About Our Ada - Terms - Send Feedback - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay times for other exchanges. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo! nor any of independent providers is liable for any informalional errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein

Fundamental company data provided by Capital 10. Historical chart data and daily updates provided by Commodity Systems. Inc (CSI). International historical chart data, daily updates, Fund
summary, fund performance, dividend data and Momingstar mdcc data provided by !,lrir .r jii.ir Inc.
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Enter Symbol [Cook I
DowfC’

E+ TRADE
OFN AN ACCOUNT

Download to Spreadsheet

Currency in USD.

Daily

Weekly
Monthly

- Dividends Only

Thu, Mar 12, 2015, 1056AM EDT - us Markets close in 5 hrs and 4 mins Report an Issue

III
Amerltrade 0

PNM Resources, Inc. (PNM) - NYSE * Watchlist [ Add to Portfolio Ilks

27.92 tO.55(2.O1%) 10:56AM EDT- NYSE Reallime Price

High

30.90

Historical Prices Get Historical Prices for: LZ z GO

Set Date Range

Start Date: Aug 0 1 2014 Eg. Jan 1,2010

End Date: Feb 0 28 2015

Get Prices

First Previous I Next Last

Prices

* close price adjusted for dividends and splits.

Low

27.64

Close

28.55

Date Open

Feb2.2015 30.51

Jan 26, 2015

Jan 2, 2015 29.76

Dec 1, 2014 28.88

Nov3,2014 29.05

Oct 29, 2014

Octl2014 24.93

Sep 2, 2014 26.25

Aug 1, 2014 25.71

0.20 Dividend

31.18

31.60

29.62

Avg Vol

490,000

29.30

27.41

28.19

Adj Close*

28.55

30.50

29.63

28.96

600,100

574,400

327,200

0.185 Dividend

29.33

26.97

26.25

30.50

29.44

28.77

24.81

24.76

24.26

28.85

24.91

26.21

542,300

439,200

456,000

28.66

24.59

25.87

First I Previous I Next I Last

Susie Esposito
vANGuARDiNu* StNCE 200?



Open a Vanguard IRK
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en N “e05 rru-d
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Vanguard

Ad Topics That Might Interest You...

1. High Yield Stocks 5. 10 Best Penny Stocks

2. Dividend ETFs to Buy 6. Best ETFs to Invest in

3. High Dividend Index Funds 7. Awesome Penny Stocks

4. Top 10 Income Funds 8. Stocks to Buy Now

Feedback ads

Privacy - About Our Ads - Terms - Send Feedback - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay times for other exchanges. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahool nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein.

Fundamental company data provided by Crprl lQ. Historical chart data and daily updates provided by Commodity Systvrrrs. Inc (CSI), Intemational historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by Morningolar. Inc.
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- ][_Search

Finance Richart J Mail

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance Personal Finance CNBC Contributors

Enter Symbol [ coi Up ] Thu, Mar 12, 2015, 1052AM EDT - US Markets dose in 5 hrs and 8 mins Report an Issue

Dow t0.!
Fddky Can

tbnag.mnt Aunt

Fidelity

El Paso Electric Co. tEE) - NYSE * Watchlist [ Add to Portfolio Like 4]

36.1 5 i 0.69(1.96%) 10:52AM EDT- NYSE Real lime Price

Historical Prices Get Historical Prices for: LJ.............._ GO

Set Date Range

Daily
Start Date: Aug 0 i 2014 Eg. Jan 1,2010 Weekly

End Date: Feb C 28 2015 • Monthly

Dividends Only

Get Prices

First I Previous I Next I Last

Prices 1
Date Open High Low Close Avg Vol Adj Close*

Feb 2,2015 40.08 40.72 37.00 37.82 143,700 37.82

Jan 2,2015 40.21 41.32 38.69 40.06 154,000 40.06

Dec 10, 2014 0.28 Dividend

Dec 1,2014 37.83 42.17 36.77 40.06 208,300 40.06

Nov 3,2014 37.98 39.63 37.37 37.83 168,600 37.55

Oct 1,2014 36.59 38.26 35.34 37.84 274,500 37.56

Sep 11, 2014 0.28 Dividend

Sep 2,2014 39.39 39.41 36.05 36.55 145,400 36.28

Aug 1,2014 36.82 39.42 35.39 39.34 144,500 38.76
* Close price adjusted for dividends and splits.

First I Previous I Next I Last

‘1DownIoad to Spreadsheet

currency in USD.

afari Power Saver

1ug-in

IS YOUR IRA
ON THE RIGHT
TRACK?

I I I I



‘Aot 12/31/14. Results
will vary for other time
periods. Past peafomianco
cannot guarantee future

results. Alt funds are
sublect to market risk,
Including possible loss
of principal.

Ad Topics That Might Interest You...

1. Best ETFs to Invest in

2. Highest-Dividend ETFs

3. Dividend ETFs to Buy

4. Stocks to Buy Now

Feedback

5. High Dividend Index Funds

6. 10 Best Penny Stocks

7. Best Stocks To Invest

8. High Yield Stocks

Prv.scy - Aboul Our Ads - Terms - Send Feedback - Yahoo! - ABC News Network

Quotes are teal-time for NASDAQ, NYSE. and NYSE MKT. See also delay limes for other exchanges All information provided as is for informational purposes only. not intended for trading purposes
or advice. Neither Yahool nor any of independent providers is liable for any informational errors, incompleteness or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo’ site, you agree not to redistribute the information found therein.

Fundamental company data provided by C..rl tO. Historical chart data and daily updates provided by Commodity Systems, Inc. tCSli. International historical chart data. daily updales, fund
sumnrary. fund performance, dividend data and Morningstar Index data provided by I,l.r,in j’;lr Inc.
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Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance Personal Finance CNBC Contributors

Enter Symbol [ [ LoOkf_J Mon. Mar 2, 2015, 903AM EST - US Markets open in 27 mins Report an Issue

Dow-40’

___________

Scottrade
EIX

E+TRADE
OPEN AN ACCOUNT

Edison International fEIX) - NYSE * Watchlist Add to Portfolio Llk

64.25 Feb 27, 4:06PM

Historical Prices Get Historical Prices for:

________

LG0]

Set Date Range

(Daily
Start Date: Aug C [i - [2014 Eg. Jan 1,2010 Weekly

End Date: Mat C [2 [2015 ‘
Monthly

Dividends Only

Get Prices

First I Previous I Next I Lest

Prices

Date Open High Low Close Avg Vol Adj Close*

Feb 2, 2015 68.03 68.46 62.31 64.25 2,064.600 64.25

Jan 2, 2015 65.01 69.59 64.78 68.15 2,320,800 68.15

Dec 29, 2014 0.417 Dividend

Dec 1,2014 63.13 68.74 62.78 65.48 2,131,200 65.48

Nov 3, 2014 62.67 63.66 61.39 63.56 2,280,100 63.17

Oct 1,2014 56.01 62.90 55.88 62.58 2,725,100 62.19

Sep 26, 2014 0.355 Dividend

Sep 2,2014 59.25 59.54 54.12 55.92 1,923,100 55.57

Aug 1,2014 55.20 59.18 54.32 59.14 2,394,100 58.40
* Close price adjusted for dividends and splits.

First I Previous I Next I Last

Download to spreadsheet

Currency in USD.

Safari Power Saver

lug-in

WHY ARE
MORE OF OUR
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Ad Topics That Might Interest You...

1. Highest-Dividend ETFs

2. Dividend ETFs to Buy

3. Best ETFs to Invest in

4. 10 Best Penny Stocks

Feedback

Privacy - About Our Ads - Terms - Send Feedback - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. Sen also delay times for other exchanges. All information provided ‘as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo! nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoot site, you agree not to redistribute the information found fherein

Fundamental company data provided by C .rl IQ. Historical chart data and daily updates provided by Commodity Systems. Inc. (CEll. International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by Mornmngstar, Inc.

5. 2015 Hybrid Car Prices

6. High Yield Stocks

7. 5 Stocks to Buy Now

8. #1 Penny Stock to Buy

ads
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Seamh Finanoe Richard ] Mail

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance Personal Finance CNBC Contributors

EnterSymbol [took Up ] Thu, Mar 12, 2015, 10:56AM EDT- US Markets dose inS hrs and 4 mins Report an Issue

Dow f0. -

E+: TRAE)E
OPEN AN ACCOUNT

Nopffomitees.

Emio

Entergy Corporation (ETR) - NYSE * Watchllst

75.95 1.26(1.69%) 10:56AM EDT- Nasdaq Real Time Price

Add to Portfolio

Historical Prices

Set Date Range

Prices

Date

Feb 10, 2015

Feb 2,2015

Jan 2,2015

Dec 1, 2014

Nov 10, 2014

Nov 3, 2014

Oct 1,2014

Sep 2,2014

Aug 12, 2014

Aug 1, 2014

Open

87.56

87.48

83.21

84.30

77.33

77.33

72.88

Weekly

Monthly

Dividends Only

Get Historical Prices for: GO

Want to know
if you’re eligible
for a Roth IRA?

(,I,t the facts

Start Date: Aug 0 1 2014 Hg. Jan 1,2010

End Date: Feb 0 28

Get Prices

Daily

First I Previous I Next I Last
- — -—-

—.--..——-——..-—..—..—-—..—1
High Low Close Avg Vol Adj Close’

0.83 Dividend

89.52 78.15 79.51 1,697,500 79.51

90.33 85.17 87.51 1,505,000 86.62

92.02 82.18 87.48 1,883,900 86.59

0.83 Dividend

84.44 80.04 83.90 1,935,800 83.04

84.58 76.51 84.02 1,781,900 82.33

78.37 75.29 77.33 1,311,000 75.77

0.83 Dividend

77.45 70.70 77.41 1,591,100 75.85

* Close price adjusted for dividends and splits.

First I Previous I Next I Last

Downtoad to Spreadsheet

Currency in USD.
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Ad Topics That Might Interest You...

1. Best ETFs to Invest in 5. 10 Best Penny Stocks

2. Highest-Dividend ETF5 6. Best Stocks To Invest

3. Dividend ETFs to Buy 7. High Yield Stocks

4. High Dividend Index Funds 8. Top 10 Income Funds

Feedback ads

Pnvaey - Aboul Oar Ads - Terms - Send Feedback - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay times for other exchanges. All information provided as is for informational purposes only, not intended for trading purposes
or advice. Neither Yahool nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein, By
accessing the Yahoo’ site, you agree not to redistribute the information foand therein

Fundamental company data provided by Capital IQ. Historical chart data and daily updates provided by Comrrrodily Systems, Inc. (CSI). International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by 1orningslar, Inc.
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Home Mail Search News Sports Finance Weather Games Answers Screen Flickr Mobile I More

_________ ___________

] [ Search Finance Richárkf’.b Mail

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance Personal Finance CNBC Contributors

Enter Symbol [ Look Up Mon. Mar 2,2015, 901AM EST - US Markets open in 29 mins Report an Issue

Dow40

E*TRADE
OPEN AN ACCOUNT

Duke Energy Corporation (DUK) - NYSE * Watchlist Add to Portfolio Like

78.55 Feb 27, 4:04PM

Historical Prices Get Historical Prices for:

____________

GO

Set Date Range

Daily
Start Date: Aug C 1 [2014 Eg. Jan 1,2010 Weekly

End Date: Mar 0’ • Monthly

Dividends Only

Get Prices

First I Previous I Nest I Last

rices

Date Open High Low Close Avg Vol Adj Close*

Feb 11, 2015 0.795 Dividend

Feb 2,2015 87.00 87.29 77.79 78.55 4,130,100 78.55

Jan 2,2015 83.54 89.97 82.61 87.14 3,144,700 86.32

Dec 1,2014 80.39 87.29 80.16 83.54 3,529,400 82.75

Nov 12, 2014 0.795 Dividend

Nov 3,2014 82.23 83.90 78.51 80.90 3,749,900 80.14

Oct 1,2014 75.05 82.68 74.33 82.15 3,796,800 80.59

Sep 2,2014 74.02 75.21 72.95 74.77 3,358,100 73.35

Aug 13, 2014 0.795 Dividend

Aug 1,2014 72.24 74.00 69.48 73.99 2,998,200 72.59
* Close price adjusted for dividends and splits.

First I Previous I Next I Last

iDownload to Spreadsheet

Currency in USD.

Susie Esposito
VANGUARDNct SINCE 200?



Open a Vanguard IRA

C 2013 Tb. Grow
no M mhto
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- Vangwrd

Ad Topics That Might Interest You...

1. Buy DUK Stock

2. DUK Stock Predictions

3. DUK Stock History

4. DUK Stock Report

Feedback

5. High Interest CD Rates

6. High Yield Stocks

7. Dividend ETFs to Buy

8. Best Bank CD Rates

Prrvrrc - About Our Ads - Terms - Send FucL.ek - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay limes for cricr exchanges. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahool nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahool site, you agree not to redistribute the information found therein

Fundamental company data provided by Ce .rl 10. Historical chart data and daily updates provided by irciIty Systems Inc. (CSI t. International historical chart dais, daily updates, fund
summary, fund performance, dividend data and Momingstur Index data provided by Merninyvlur, Inc.
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Search Finance Richard J Mail

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance Personal Finance CNBC Contributors

Enter Symbol [look Up ] Mon. Mar 2, 2015, 856AM EST - US Markets open in 34 mins Report an Issue

Dow+C’

___________

OPEN AN ACCOUNT

Amedt.’ad.

No pafforrn
fees

CMS Energy Corp. (CMS) - NYSE * Watchllst

35.1 3 10.19(0.54%) Feb 27, 4:01PM

Add to Portfolio Liks

Historical Prices

Set Date Range

Get Historical Prices for: [

__________

Download to Spreadsheet

Currency in USD.

Daily

Weekly
Monthly

Dividends Only

afari Power Saver

RETHINKYOUR
1” ‘EiEN
SAVING$
STRATEGY

A Roth
flexibi

Start Date: Aug 0 1

End Date: Mar 0 [2 2015

[2014 Eg. Jan 1,2010

Prices

Get Prices

First I Previous I Next I Last

38.12

38.66

36.87

34.28

34.65

32.79

35.13

37.73

34.75

Date Open High Low Close Avg Vol Adj Close*

Feb 4, 2015 0.29 Dividend

Feb 2, 2015 37.81 2,831,700 35.13

Jan 2, 2015 34.90 2,555,400 37.44

Dec 1, 2014 32.97 2,178,300 34.48

Nov 5, 2014 0.27 Dividend

Nov 3, 2014 32.73 33.46 32.05 33.10 2,072,500 32.85

Oct 1, 2014 29.65 32.91 29.59 32.67 2,774,400 32.15

Sep 2, 2014 30.56 30.83 29.15 29.66 2,438,200 29.19

Aug 1, 2014 28.85 30.54 27.90 30.54 2,178,900 30.06

Close price adjusted for dividends and splits.

First I Previous I Next I Lest



Ad Topics That Might Interest You...

1. Highest-Dividend ETFs

2. Best ETFs to Invest in

3. Dividend ETFs to Buy

4. 10 Best Penny Stocks

Feedback

5. High Yield Stocks

6. Awesome Penny Stocks

7. 2015 Hybrid Car Prices

8. 5 Stocks to Buy Now

ads

Privacy - Aboul Orr A.; Terms- Send Feedback - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE, and NYSE MKT. See also delay times for other exchanges. All information provided ‘as is for informational purposes only, not intended for trading purposes
or advice. Neither Yahool nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein.

Fundamental company data provided by C 3iitvl IQ. Historical chart data and daily updates provided by Commodity Systems Inc ICSI). International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar lrmdes data provided by M nc]’ I Inc.
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Search Finance Richard’
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Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance Personal Finance CNBC Contributors

EnterSymbol )[ [ookUpJ

Dow 40. Trade on
thlnkorswim

Am.dtrad. 0

E+TRADE
OPSN AN ACCOUNT

Mon. Mar 2,2015, 905AM EST - US Markets open in 25 mins Report an Issue

Start Date: Aug 0 [i 12014 Eg. lan 1,2010

End Date: Mar C 2015

Get Prices

Daily
‘Weekly

• Monthly

Dividends Only

Get HistorIcal Prices for: GO

First I Previous I Next I Last

Prices

DownIoad to Spreadsheet

Currency in USD.

First I Previous I Next I Last

afañ Power Saver

lug-rn

RETHINK YOUR
RETIRbl NT
SAVINGS
STRA1EGY

A Roth IRA is moe
flexbIe

Historical Prices

Set Date Range

The Empire District Electric Company (EDE) - NYSE * Watchllst Add to Portfolio Like

25.35 Feb 27, 4:02PM

30.47

29.68

27.71

30.94

31.49

31.20

24.33

29.16

27.40

25.35

30.47

29.74

28.55

24.20

25.84

Date Open High Low Close Avg Vol Adj Close*

Feb 26, 2015 0.26 Dividend

Feb 2, 2015 355,800 25.35

Jan2,2015 198,200 30.16

Dec 1,2014 171,200 29.44

Nov 26, 2014 0.26 Dividend

Nov 3, 2014 211,500 27.43

Oct 1, 2014 236,200 27.89

Sep2,2014 181,100 23.68

Aug 28, 2014 0.255 Dividend

Aug 1, 2014 168,900 25.35

28.87

29.24

25.95

27.52

24.09

24.00

24.56

27.71

28.44

24.15

26.00 24.02 25.85
* Close price adjusted for dividends and splits.



—

Privacy - About Our Ads - Terms - Send Feedback - Yahoo! - ABC News Network

Quotes are real-time for NASDAQ, NYSE. and NYSE MKT. See also delay times for exchanges. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo’ nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein.

Fundamental company data provided by Capital 0. Historical chart data and daily updates provided by Commodity Systems, Inc. (CSI). International historical chart data, daily updates, fund
summary, fund performance, dividend data and Morningstar Index data provided by Morningxlar. Inc.
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A ZACKS See ALL Zacks Buys and Sells
Our Research. Your Success. for 30 Days

tt rrj T.1fl. :
Join Sign In Help

QUOThS

Qo:e Ovevew

Pea Time Quotes

0tcn cha
Optons Greek Monaçs

CHAPT

Ccrnpa”aivs

Ineacivs Chat

Pr’ce and Conssnsis

Price, Consers’s anc
EDS Sirprse

rce & S

12Vc EPS

Boke Pscommedaons

Fu’dament& Ca”s

Fui Ccmnay Pepo’

Zacks Eouy Peseac

Eoke’ Dgss: PeDor

Ea-—i’s Anotcees

Thcke Pecos
Comcaso’ to Industry

‘oker Recommendaons

PINANCIALS

F;cca’ Ovsrvew

frrcorrs S:a:em9ms

B&ancs S’ee

Cas few S:aeme:s

Access Zacks Data Feed

Cms Energy: (CMS)
Heal T,me Quote from BATS) As of M,rr 12 2015 11 41 AM El

33.63 USD +0.80 (2.44) Volume: 915,577

NEWS

Zacks Ccrmenay

Compay News

ESTIMATES

Detailed Estimates

Add to portfolio [ . ZacksTrade Nowl

Zacks Rank 3-Hold ‘t

IIrnter Symbol Free Analyst Report for CMS j’j fl
Chart for CMS
Chart, For CMS

40 00

ycr.’ 38.00

‘zc 3600

7 3400

32,00

30.00
Feb Mar

Math 12. 2015 equetereoda.com

Interactive Chart I Fundamental Charts

Detailed Estimates

___________

Estimates

Next Report Date ‘BMO4/23/1 5 Current Year 1.88

Current Quarter 0.69 Next Year 2.00

Earnings ESP’i 0.00% EPSfHM) - 1.77

EPS Last Quarter 0.36 P/E (Fl) 17.44

Last EPS Surprise -2.78% ABR 2.08

BMO = Before Market Open AMC = After Market Close

Growth Estimates CMS IND S&P

Current Qtr (03/201 5) -8.44 NA NA

Next Qtr (06/201 5) 10.00 NA NA

Current Year (12/2015) 6.30 0.00 9.20

Next Year (12/2016) 6.50 8.30 7.30

Past 5 Years 6.50 1.50 11.20

Next 5 Years 6.20 7.20 NA

PE 17.44 14.20 17.40

PEG Ratio 2.83 1.97 NA

Learn More About Estimate Research

See Brokerage Recommendations

I
Hot Stock Alert - TAYO

Opportunistic Real Estate Investing Drive TAYOs
Exponential Growth!

#1 Stock to Buy Right Now

7 Stocks Set to Soar 2015

6 Stocks to Hold Forever

Premium Research for CMS

Zacks Rank t’l

Hold

Zacks Industry Rank 99 / 265 (lop 37%)

Equity Research Report

= Change in last 30 days)

View All Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank

More Zacks Premium”

Zacks Recommendation has been removed. Learn more

Predict to see real-time community sentiment:

Friday In a Week In a Month In 3 Months

CMS
CMS
Energy i ICorp

Predicting constitutes acceptance of PredictWallStreet’s terms of use

Earnings Estimate

Zacks Consensus Estimate

* of Petimaton

Current Qtr
(3/2015)

0.69

Next Ott
(6/2015)

0.33

Cuttent Year
(12/2015)

1.88

in

Next Year
(12/2016)

2.00



Most Recent Consensus 0.64 0.35 1.88 1.99

High Estimate 0.78 0.39 1.89 2.03

Low Estimate 0.55 0.30 1.88 1.98

Year ago EPS 0.75 0.30 1.77 1.88

Year over Year Growth Est. -8.44% 10.00% 6.33% 6.47%

+62.9%
• Average Gain

Per Year

Zacks’
Super Strategy

has beaten
the market by
more than 15X

during the
past decade.

See its latest
stocks free.

0

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (1212015) (12/2016)

0

Agreement - Estimate Revisions

Up Last 7 Days 0 0

Up Last 30 Days 0 0

Up Last 60 Days 0 3 2

Down Last 7 Days 0 0 0 0

Down Last 30 Days 0 0 0 0

Down Last 60 Days 0 0 2 1

0 0

0

Magnitude - Consensus Estimate Trend

Current Qtr Next Qtr Current Year Next Year
. (3/2015) (6/2015) - (12/2015) (12/2016)

Current 0.69 0.33 1.88 2.00

7 Days Ago 0.69 0.33 1.88 2.00

30 Days Ago 0.69 0.33 1.88 2.00

60 Days Ago 0.74 0.31 1.88 2.00

90 Days Ago 0.74 0.31 1.88 2.00

Upside - Most Accurate Estimate Versus Zacks Consensus

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Most Accurate Estimate 0.69 0.33 1.88 2.00

Zacks Consensus Estimate 0.69 0.33 1.88 2.00

Earnings ESP - - 0.00% 0.00% 0.00% 0.00%

Surprise - Reported Earnings History

Quarter Ending Quarter Ending Quarter Ending Quarter Ending Avera Sur rise
(12/2014) (9/2014) (6/2014) (3/2014) p

Reported 0.35 0.37 0.30 0.75 NA

Estimate 0.36 0.41 0.26 0.64 NA

Difference -0.01 -0.04 0.04 0.11 0.03

Surprise -2.78% -9.76% 15.38% 17.19% 501%

Quarterly Estimates By Analyst

Zacks Premium Subscription Required Learn more

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more



#1 Stock to Buy Right Now
Several of Americas expert stoclc- pickers recommend buying this ASAP

00

Ouck Un-cs

Services My Account ources Client Support Follow Us

Account Types Manage Account Help Contact Us Facebook

Premium Services Update Profile About Zacks Share Feedback
Twitter

Zacks Rank Subscriptions Disclosure Media
Linkedin

Research Preferences Privacy Policy Careers

Personal Finance Login/Password Help Performance Advertise RSS

Commentary Upgrade to Premium Site Map You Tube

Education

Zacks Research is Reported On:
Zacks Investment Research is
an A+ Rated BBB Accredited
Business.

Copyright © 2015 Zacks Investment Research

At the center of everything we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the creation of our proven Zacks Rank stock-rating system, Since 1986 it has neatly tripled the S&P 500 with an average gain of +26% per year. These returns cover a
period from 1986-2011 and were examined and attested by Baker Tilly, an independent accounting firm.

Visit performance for information about the performance numbers displayed above.

Visit www.zacksdata.com to get our data and content for your mobile app or website.

Real time prices by BATS. Delayed quotes by Sungard.

NYSE and AMEX data is at least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed.
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I Bestofthe Best
Steve Reitmeister drills through all the recommendations from all Zacks trading and
investtng portfolios to select only the most brilliant, timely moves. See them now.

E1”iiJ’ IirEriE1- iiii1c
Join Sign In Help

AZACKS
Our Research. Your Success.

Amer Elec Pwr: (AEP)
Rea) Time Quote frau BAN) As at M,sr 12. 2015 11 3 AM ET

55.76 USD +0.99(1.81%) Volume: 342,727

Detailed Estimates

Estimates

Add to portfolio [ , ZacksTrade New

Zacks Rank: 3-Hold

Inter Symbol I Free Analyst Report for
AEP

I I

4/24/15

1.05

0.00%

0.52

-7.69%

Current Year

Next Year

EPS(TTM)

P/E (Fl)

ABR

Chart for AEP
Chait For AEP

3.52

3.67

3.44

15.54

2.15

Next Report Date

Current Quarter

Earnings ESP

EPS Last Quarter

Last EPS Surprise

Growth Estimates

Current Qtr (03/2015)

Next Qtr (0612015)

Current Year (12/201 5)

Next Year (12/2016)

Past 5 Years

Next 5 Years

PE

PEG Ratio

- AEP IND S&P

-8.55 NA NA

65,OQ

62.50

60,00

57.50

QUQTB

Qote Ovevew

Real Time Quotes

Cptoi Chan

Optons Greek Mofltage

NEWS

Zacks Commeta7

Compa’y News

Detailed Estimates

CiART

Compaa:ive

Interactive Chart

Pr’ce a” Co”sensus

pr:ce Consensus and
Surpree

ce & SS

2 Month BPS

Boker Recommendatons

Fu”dame”ta Cats

Full Company Report

Zacks Sputy Reseacb

Boke Diges: Reoort

Bamngs Anourcements

3roke Reports

Co’oaso’ to Industry

Tnsders

Broker Recommendatons

FiNANCiP/S

Financia Ovewew

Income Statements

Baance Sheet

Cash flow StateTets

Access Zacks Data Feed

55.00

52.50
Feb ti

Math 12, 2015 quoterrrJiwcom

Interactive Chart I Fundamental Charts

-0.83

2.70

4.20

2.20

______ 4.80

15.54

3.22

NA

0.00

8.30

1.50

7.20

14.20

1.97

NA

9.20

7.30

11.20

NA

17.40

NA

Hot Stock Alert - TAYO

• thirct’j i I I ‘,rri’-’nt

Opportunistic Real Estate Investing Drive TAYOs
Exponential Growth’

Best Penny Stocklo Buy

9J%AccurateStockSignal

7StocksSettoSoar2O5

Predict to see real-time community sentiment:

Learn More About Estimate Research

See Brokerage Recommendations

Premium Research for AEP

Zacks Rank (?] Hold

Zacks Industry Rank 99 /265 (Top 37%)

Equity Research Report

= Change in last 30 days)

View All Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank

More Zacks Premium”

Zacks Recommendation has been removed. Learn more

AEP
American
Electric
Power.

In a Month In 3 MonthsFriday In a Week

Predicting constitutes acceptance of PredictWallStreets terms of use.

Earnings Estimate

Zacks Consensus Estimate

Current Qtr
(3/2015)

1.05

6

Next Ott
(6/2015)

0.79

Current Year
(12/2015)

3.52

Next Year
(1212016)

3.67

12# of Estimates 6 14



The 9 Best
Stocks to
Own Now
These stock pcks
come from a handful
of the nation’s best
advisors — whose
recommendations
have led to
extraordinary profits
over the years in
stocks. bonds
commodities and
precious metals like
gold and silver

9 nest StOdcS

Don’t pay S99 for the
names of these
stocks

Get them here
for free

Current Qtr
(3/2015)

Next Qtr Current Year
(6/2015) (12/2015)

Most Recent Consensus 1.05 0.75 3.50 3.65

High Estimate 1.20 0.82 3.60 3.75

Low Estimate 0.89 0.75 3.45 3.51

Year ago EPS 1.15 0.80 3.43 3.52

Year over Year Growth Est. -8.55% -0.83% 2.75% 4.23%

Agreement - Estimate Revisions

Up Last 7 Days

Up Last 30 Days

Up Last 60 Days

Down Last 7 Days

Down Last 30 Days

Down Last 60 Days

0

0

0

0

0

0

0

0

Next Year
(12/2016)

0

2

00

0

5

Magnitude - Consensus Estimate Trend

Current Qtr Next Qtr Current Year Next Year
(3/2015) - (6/2015) (12/2015) (12/2016)

Current 1.05 0.79 3.52 3.67

7 Days Ago 1.05 0.79 3.52 3.67

30 Days Ago 1.05 0.79 3.52 3.68

60 Days Ago 1.03 0.81 3.54 3.69

90 Days Ago 1.04 0.81 3.55 3.68

Upside - Most Accurate Estimate Versus Zacks Consensus

Current Qtr Next Qtr Current Year Next Year
— (3/2015) (6/2015) - — (1 2/201 5) (1 2/201 6)

Most Accurate Estimate 1.05 0.79 3.48 3.62

Zacks Consensus Estimate 1.05 0.79 3.52 3.67

Earnings ESP 0.00% - 0.00% - -1.14% -- - -1.36%

Surprise - Reported Earnings History

Quarter Ending Quarter Ending Quarter Ending Quarter Ending Av ra e Sur rise
(12/2014) (9/2014) (6/2014) (3/2014)

e g

Reported 0.48 1.01 0.80 1.15 NA

Estimate 0.52 1.03 0.75 0.91 NA

Difference -0.04 -0.02 0.05 0.24 0.06

Surprise -7.69% -1.94% 6.67% 26.37% 5.85%

Quarterly Estimates By Analyst

Zacks Premium Subscription Required Learn more

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more



6 Stocks to Hold Forever
Looking to retire? These 6 stocks will generate regular income.

00

Qu1k iJnks
Ssrvloes My Acoorint Ractircs Cllsn Support Follow Us

Account Types Manage Account Help Contact Us Facebook

Premium Services Update Profile About Zacks Share Feedback
Twitter

Zacks Rank Subscriptions Disclosure Media
Linkedin

Research Preferences Privacy Policy Careers

Personal Finance Login/Password Help Performance Advertise RSS

Commentary Upgrade to Premium Site Map You Tube

Education

Zacks Research is Reported On:
Zacks Investment Research is
an A+ Rated BBB Accredited
Business.

Copyright © 2015 Zacks Investment Research

At the center of everything we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the creation of our proven Zacks Rank stock-rating system. Since 1986 it has nearly tripled the S&P 500 with an average gain of ÷26% per year. These returns covet a
period from 1986-2011 and were examined and attested by Baker Tilly, an independent accounting firm.

Visit performance for information about the performance numbers displayed above.

Visit www.zacksdata.com to get our data and content for your mobile app or website.

Real time prices by BATS. Delayed quotes by Sungard.

NYSE and AMEX data is at least 20 minutes delayed. NASDAO data is at least 15 minutes delayed.
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ti Bestofthe Best
Steve Reitmeistec dnlls through all the recommendations from all Zacks trading and
investing portfolios to select only the most brilliant, timely moves. See them now,

iTrET ri -- i
Join Sign In Help

QUOTES

Quote Ovevew

Rea’ Time Quotes

Opton Chan

Optons Greek Montage

NEWS

Zacks Cor’en:a7

Compa”y News

STFvATE3

Detailed Estimates

CHART

Compe7atv9

lnteactivs Cha’-t

Pr!ce and Consensus

Price, Consssus and

Pros & PS Suprse

12 Month EPS

Eoke ecommedatons

Fmete C-’a’ns

Ful Company epo’t

Zacks uty Peseach

Eoke Dgest Report

Eamings Anrou’cere’rts

3oke Reports

Cornpaso to lndusty

nsde’s

Eoke Rernme’da:’os

9NANCIAt-S

Fin5ncaI Ovevew

Income Staternems

Ea’a”cs Sheet

Cash low Statements

Access Zacks Data Feed

Detailed Estimates

Estimates

Next Report Date

Current Quarter 1.13

Earnings ESP 1?] 0.000/0

EPS Last Quarter 0.88

Last EPS Surprise -2.27% ABR

Growth Estimates

Current Qtr (03/2075)

Next Qtr (06/201 5)

Current Year (12/2015)

Next Year (1 2/2016)

Past 5 Years

Next 5 Years

PE

PEG Ratio

Learn More About Estimate Research

See Brokerage Recommendations

AZACKS
Our Research. Your Success.

Duke Energy Cp: (DUK)
(Real Time Quote from BATS As of Mar12 201511 40 AM El

75.22 USD -t-0.94 (1.27%) Volume: 830,455

Add to portfolio ZacksTrade Now

Zacks Rank : 3-Hold [?i

Inter Symbol
— I.:e Analyst Report for DUK I I

5/6/15 Current Year 4.66

Next Year

EPS(TTM)

P/E (Fl)

4.96

4.54

15.93

2.57

DUK IND S&P

-2.99 NA NA

Chart for DUK
Chato For DUK

I I 55.00

50.00

- 85.00

- 80.00

moo
70.00

FS
Maith 12 2015 equotea.cam

Interactive Chart I Fundamental Charts

-3.60

2.50

6.40

3.30

4.70

15.93

3.40

NA

0.00

8.30

1.50

7.20

14.20

1.97

NA

9.20

7.30

11.20

NA

17.40

NA

Hot Stock Alert - TAYO

d third r’nr I . I in-ut

Opportunistic Real Estate Investing Drive TAVOs
Exponential Growthl

91% Accurate Stock Signal

7 Stocks Setto Soar 2015

Best Penny Stock To Buy
———.---]

Predict to see real-time community sentiment:

Premium Research for DUK

Zacks Rank [?j A Hold

Zacks Industry Rank 99 / 265 (Top 37%)

Equity Research Report

= Change in fast 30 days)

View All Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank

More Zacks Premium”

Zacks Recommendation has been removed. Learn more

Friday in a Week in a Month In 3 Month’

DUK
Duke
Energy
Corp

Predicting constitutes acceptance of PredictWailStreets terms of use.

Earnings Estimate

Zacks Consensus Estimate

# of Estimates

Current Otr Next Ott Current Year Next Year
(3/2015) (6/2015) — (12/2015) (12/2016)

1.13 1.07 4.66 4.96

4 3 10 10



[ Most Recent Consensus 1.18 1.11 4.65 5.00

High Estimate 1.18 1.11 4.72 5.03

Low Estimate 1.09 1.03 4.62 4.88

Year ago EPS 1.17 1.11 4.55 4.66

Year over Year Growth Est. -2.99% -3.60% 2.48% 6.37%

Agreement - Estimate Revisions

#1 Stock to
Buy Right
Now
L dailytradealertcom

Several of Americas
expert stock- pickers
recommend buying this
ASAP

6 Stocks to
Hold Forever

Low Cost
Stock
Trading

High
Dividend
Stocks

Buffett’s
Dividend
Stock

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

UpLast7 Days 1 1 1 1

Up Last 30 Days 1 1 0 1

Up Last 60 Days 1 1 0 1

Down Last 7 Days 0 0 0 0

Down Last 30 Days 1 1 9 5

Down Last 60 Days 1 1 9 4

Magnitude - Consensus Estimate Trend

Current Qtr Next Ott Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Current 1.13 1.07 4.66 4.96

7 Days Ago 1.13 1.06 4.66 4.95

30 Days Ago 1.15 1.08 4.75 4.96

60 Days Ago 1.15 1.08 475 4.95

90 Days Ago 1.15 1.08 4.77 4.97

Upside - Most Accurate Estimate Versus Zacks Consensus

Current Qtr Next Ott Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Most Accurate Estimate 1.13 1.07 4.66 4.96

Zacks Consensus Estimate 1.13 1.07 4.66 4.96

Earnings ESP 0.00% 0.00% 0.00% 0.00%

Surprise - Reported Earnings History

Quarter Ending Quarter Ending Quarter Ending Quarter Ending Avera e Sur rise
(12/2014) (9/2014) (6/2014) (3/2014)

g p

Reported 0.86 1.40 1.11 1.17 NA

Estimate 0.88 1.52 1.00 1.11 NA

Difference -0.02 -0.12 0.11 0.06 0.01

Surprise -2.27% -7.89% 11.00% 5.41% 1.56%

Quarterly Estimates By Analyst

Zacks Premium Subscription Required Learn more

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more
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Research Preferences Privacy Policy Careers

Personal Finance LoginiPaseword Help Performance Advertise RSS

Commentary Upgrade to Premium Site Map You Tube

Education

Zacks Research is Reported On:
Zacks Investment Research is
an A÷ Rated BBB Accredited
Business.

Copyright © 2015 Zacks Investment Research

At the center of everything we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the creation of our proven Zacks Rank stock-rating system. Since 1986 it has nearly tripled the S&P 500 with an average gain of +26 per year. These returns cover a
period from 1986-2011 and were examined and attested by Baker Tilty, an independent accounting firm.

Visit performance for informat:on about the performance numbers displayed above.

Visit www.zacksdata.com to get our data and content tot your mobile app or website.

Real time prices by BATS. Delayed quotes by Sungard.

NYSE and AMEX data is at least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed.
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O ANALYZE ANY
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WHEN TO BUY & WHEN TO SELL!
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VectorVestÜur Research. Your Success.
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RESEARCH
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Eroke Digest Report

Eamrgs Announcements

3oke Reports

Compa.ison to Tndustry

hsdes

Boke Recomme’datons

FINANC1At-S

Financa Ovs’vew

Income Staemems

Ea1ance S99t

Cash few Statements

Access Zacks Data Feed

Detailed Estimates

Estimates

Growth Estimates

Current Qtr (03/2015)

Next Qtr (06/2015)

Current Year (12/2015)

Next Year (12/2016)

Past 5 Years

Next 5 Years

PE

PEG Ratio

Learn More About Estimate Research

See Brokerage Recommendations

Premium Research for SCG

Zacks Rank 171

Zacks Industry Rank

Equity Research Report

= Change in last 30 days)

View All Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank

More Zacks Premium

AZACKS

Scana Corp: (SCG)
(Real inie Quote from BArS) As ot Mar 12. 2015 11.47 AM El

53.28 USD +105(2.01%) Volume: 476,312

lEnter Symbol

Add to portfolio z ZacksTtade

Zacks Rank : 3-Hold [71

Next Report Date 4/23/15 Current Year

Current Quarter 1.26 Next Year

Earnings ESP ?[ -5.56% EPS(HM)

EPS Last Quarter 0.74 P/E (Fl)

Last EPS Surprise -1.35% ABR

3.69

3.90

3.79

14.15

2.43

s&P

NA

NA

9.20

7.30

11 .20

NA

17.40

NA

SCG

-7.79

-9.31

-2.60

5.60

5.30

4.20

14.15

3.37

IND

NA

NA

0.00

8.30

1.50

7.20

14.20

1.97

Free Analyst Report for SCG

Chart for SCG
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Hot Stock Alert - TAYO
j th dilL IL.cdc lelipmc t .r

Opportunistic Real Estate Investing Drive TAYOs
Exponential Growth’

#1 Stock to Buy Right Now

7Stocks Set to Soar 2O5

9oAcCUteSCk Signal

Predict to see real-time community sentiment:
VHold{i]

99/265(Top37%)
Friday In a Week In a Month In 3 Months

SCG
SCANA
Corp

Prr ) In j c crctitctns O c nrptinc ci if Prcidic tWallStreet’s terms of use.

Zacks Recommendation has been removed. Learn more

Earnings Estimate

Current Qtr Next Qtr Current Year Next Year
(3/201 5) (6/2015) (12/2015) (12/2016)

Zacks Consensus Estimate 1.26 0.62 3.69 3.90

# of Estimates 3 3 7 7



The 9 Best
Stocks to
Own Now
These stock picks
come from a handful
of the nations best
advisors -- whose
recommendations
have led to
extraordinary profits
over the years in
stocks, bonds.
commodities and
precious metals like
gold and silver.

I $

Dont pay S99 for the
names of these
stocks

Get them here
for free

Most Recent Consensus 1.15 0.68 3.70 3.95

High Estimate 1.42 0.70 3.70 3.95

Low Estimate 1.15 0.47 3.64 3.78

Year ago EPS 1.37 0.68 3.79 3.69

Year over Year Growth Est. -7.79% -9.31% -2.64% 5.61%

Agreement - Estimate Revisions

Up Last 7 Days

Up Last 30 Days

Up Last 60 Days

Down Last 7 Days

Down Last 30 Days

Down Last 60 Days

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

0 0 0 0

0 1 1 0

0 1 2 0

0 0 0 0

1 0 2 3

1 0 2 3

Magnitude - Consensus Estimate Trend

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Current 1.26 0.62 3.69 3.90

7 Days Ago 1.26 0.62 3.69 3.90

30 Days Ago 1.42 0.57 3.72 3.95

60 Days Ago 1.42 0.57 3.72 3.95

90 Days Ago , -
, 1.42 , 0.57 3.73 , 3.91

Upside - Most Accurate Estimate Versus Zacks Consensus

Current Qtr Next Qtr Current Year Next Year
(3/2075) (6/2015) (12/2015) (72/2016)

Most Accurate Estimate 1.19 0.69 3.68 3.89

Zacks Consensus Estimate 1.26 0.62 3.69 3.90

Earnings ESP -5.56% 11.29% 0.27% 0.26%

Surprise - Reported Earnings History

Quarter Ending Quarter Ending Quarter Ending Quarter Ending Avera e Sur rise
(1 2/201 4) (9/201 4) (6/2014) (3/2014)

g p

Reported 0.73 1.01 0.68 1.37 NA

Estimate 0.74 0.98 0.63 1.11 NA

Difference -0.01 0.03 0.05 0.26 0.08

Surprise -1.35% 3.06% 7.94% 23.42% 8.27%

Quarterly Estimates By Analyst

Zacks Premium Subscription Required Learn more

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more
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Zacks Research is Reported On:
Zacks Investment Research is
an A+ Rated BBB Accredited
Business.

Copyright © 2015 Zacks Investment Research

At the center of everything we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the creation of our proven Zacks Rank stock-rating system. Since 1986 it has nearly tripled the S&P 500 with an average gain of ÷26% per year. These returns cover a
period from 1986-2011 and were examined and attested by Baker Tilly, an independent accounting firm.

Visit performance for information about the performance numbers displayed above.

Visit www.zacksdata.com to get our data and content for your mobile app or website.

Real time prices by BATS. Delayed quotes by Sungard.

NYSE and AMEX data is at least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed.
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lnts’activs Chart

Phce ard Consests
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Prce & S°S
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Fu”dame-rta Charts

RSARCH

Full Company Report

Zacks cuty Rsseacb
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Soke Reports
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Insdes

B’oke Recommendatons

FNANCIA’..S

Fina”ca Cve.vew

Income Statements

Baace Sheet

Cash tow S:atements

Access Zacks Data Feed

Pnm Resources: (PNM)
)ReaI Time Quote from BATS) As 01 Mar 12 2015 11 47 AM ST

USD +0.65 (2.38%) Volume: 118,488

Detailed Estimates Inter Symbol

Estimates

Next Report Date 5/1/15 Current Year 1.56

Current Quarter 0.18 Next Year 7.85

Earnings ESP 21 0.00% EPS(TTM) 1.49

EPS Last Quarter 0.23 P/E(F1) 17.52

Last EPS Surprise 4.35% ABR 2.44

Growth Estimates PNM ND S&P

Current Qtr (03/2015) 0.00 NA NA

Next Qtr (06/2015) -0.85 NA NA

Current Year (1 2/2015) 4.90 0.00 9.20

Next Year (12/201 6) 18.20 8.30 7.30

Past 5 Years 18.10 1.50 11.20

Next 5 Years 8.90 7.20 NA

PE 17.52 14.20 17.40

PEG Ratio 1.98 1.97 NA

Learn More About Estimate Research

See Brokerage Recommendations

Add to porttolio . ZackeTrade NoJ

Zacks Rank 3-Hold 13

Free Analyst Report for PNM ;e31

Hot Stock Alert - TAYO
I it l . I ,ri-it it

Opportunistic Real Estate Investing Drive TAYOs
Exponential Growth’

7 Stocks Set to Soar 201 5

91% Accurate Stock Signal

Best Penny Stock To Buy

Predict to see real-time community sentiment;

Friday In a Week In a Month . In 3 Months

I PNM
IPNM
I Resources
Inc

Predicting constitutes acceptance of PredictWailStreets tnrms of use.

Earnings Estimate

AZACKS
Our Research. Your Success.

+62.3%
Average Gain Per Year

JL4EE:j lL,L fI nor

Zacks’ Super Strategy has beaten the market by
more than 1 5X during the past decade.

See its latest stocks free.

loin Sign In I Help

JJ ..

Chart for PNM
Chait Far PNM

30.00

25.00

2B,00

I 37.00
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C & JtC Feb Mar

Marsh 12, 2010 © qsote ra,cnm

Interactive Chart I Fundamental Charts

Premium Research for PNM

Zacks Rank 1?)
‘ Hold

Zacks Industry Rank 99 / 265 (lop 37%)

Equity Research Report

= Change in last 30 days)

View Alt Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank

Mote Zacks Premium

Zacks Recommendation has been removed. Learn more

Current Qtr Next Qtr Current Year Next Year
(3/201 5) (6/2015) (12/2015) - (12/2016)

Zacks Consensus Estimate 0.18 0.39 1.56 1.85

# of Estimates 3 3 8 7



Most Recent Consensus 0.18 0.38 1.55 1.90

High Estimate 0.20 0.41 1.60 1.94

Low Estimate 0.15 0.35 1.55 1.70

Year ago EPS 0.18 0.39 1.49 1.56

Year over Year Growth Est. 0.00% -0.85% 4.87% 18.22%

Agreement - Estimate Revisions

#1 Stock to
Buy Right
Now
tS dailytredealert.com

Several of Americas
expert stock- pickers
recommend buying this
ASAP

6 Stocks to
Hold Forever

High
Dividend
Stocks

Get In Now
With
Graphene

Options
Trading
(Course)

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Up Last7 Days 0 0 0 0

Up Last 30 Days 0 0 0 0

Up Last 60 Days 0 0 0 0

Down Last 7 Days 0 0 0 0

Down Last 30 Days 0 0 1 0

Down Last 60 Days 0 0 1 0

Magnitude - Consensus Estimate Trend

Current Qtr Next Qtr Current Year Next Year

.

(3/2015) (6/2015) (12/2015) (12/2016)

Current 0.18 0.39 1.56 1.85

7 Days Ago 0.18 0.39 1.56 1.85

30 Days Ago 0.19 0.41 1.57 1.85

60 Days Ago 0.19 0.41 1.57 1.85

90 Days Ago 0.18 0.45 1.55 1.81

Upside - Most Accurate Estimate Versus Zacks Consensus

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (1212015) - (12/201 6)

Most Accurate Estimate 0.18 0.38 1.55 1.90

Zacks Consensus Estimate 0.18 0.39 1.56 1.85

Earnings ESP - 0.00% -2.56% -0.64% - 2.70%

Surprise - Reported Earnings History

Quarter Ending Quarter Ending Quarter Ending Quarter Ending A S r ri
(12/2014) (9/2014) (6/2014) (3/2014)

verage U p se

Reported 0.24 0.68 0.39 0.18 NA

Estimate 0.23 0.66 0.37 0.20 NA

Difference 0.01 0.02 0.02 -0.02 0.01

Surprise 4.35% 3.03% 5 41% 10.00% 0.70%

Quarterly Estimates By Analyst

Zacks Premium Subscription Required Learn more

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more
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Personal Finance Login/Password Help Performance Advertise RSS

Commentary Upgrade to Premium Site Map You Tube

Education

Zacks Research is Reported On:
Zacks Investment Research is
an A+ Rated BBB Accredited
Business.

Copyright © 2016 Zacks Investment Research

At the center of everyth;ng we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the creation of our proven Zacks Rank stock-rating system. Since 1986 it has nearly tripled the S&P 500 mith an average gain of ÷26 per year. These returns cover a
period from 1986-2011 and were examined and attested by Baker Tity an independent accounting firm.

Visit performance tar intormaton about the performance numbers displayed above.

Visit www.zacksdata.com to get our data and content for your mobile app or website.
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Home Mail Search News Sports Finance Weather Games Answers Screen Flickr Mobile I More

][ Search Finance Richarf J Mall

Finance Home My Portfolio My Quotes News Market Data Yahoo Originals Business & Finance Personal Finance CNBC Contributors

Enter Symbol [ioo Jp ] Thu, Mat 12, 2015, 1057AM EDT US Markets close in 5 lire and 3 reins Report an Issue

Dowt1’”’,

E+ TRADE
OPeN AN ACCoUNT

SCANA Corp. (SCG) - NYSE * Watcflhist Add to Portfolio Llk

53.07 0.84(1.61%) 10:58AM EDT- NYSE Real lime Price

Historical Prices Get Historical Prices for: GO

Set Date Range

Daily
Start Date: Aug 0 1 2014 Eg. Jan 1,2010

. Weekly

End Date: Feb 0 28 2015 “. Monthly

Dividends Only

Get Prices

First I Previous I Next Last

Prices

Dale Open High Low Close Avg Vol Adj Close*

Feb 2,2015 63.73 64.04 56.51 56.g5 1,204,100 56.39

Jan 2,2015 60.83 65.57 59.94 63.77 923,800 63.15

Dec 8, 2014 0.525 Dividend

Dec 1, 2014 56.77 63.41 56.02 60.40 925,800 59.81

Nov 3, 2014 54.90 57.39 54.83 57.03 879,900 55.95

Oct 1,2014 49.70 55.25 47.77 54.89 1,267,300 53.85

Sep 8, 2014 0.525 Dividend

Sep 2,2014 52.00 52.23 48.81 49.61 771,800 48.67

Aug 1,2014 50.75 51.94 48.53 51.94 889,700 50.45
* Close price adjusted for dividends and splits.

First I Previous I Next I Last

Download to Spreadsheet

Currency in USD.

PRICE
‘TIRThENT FUE36

1’

ONE-STOP
SOLI IliOl
FC
fl’J )1k)



Ad Topics That Might Interest You...

)J—I

0

Roll over to a
T. Rowe Price IRA>

1. Dividend ETFs to Buy

2. Best ETFs to Invest in

3. High Yield Stocks

4. High Dividend Index Funds

Feedback

5. 10 Best Penny Stocks

6. Top 10 Income Funds

7. Stocks to Buy Now

8. Best Stocks To Invest

Pnvacy About Our Ads - Teens- Send Feedback - Yahoo! - ABC News Network

Quotes are real-tIme for NASDAQ, NYSE, and NYSE MKT, See also delay limes for other exchanges. All information provided “as is” for informational purposes only, not intended for trading purposes
or advice. Neither Yahoo! nor any of independent providers is liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained herein. By
accessing the Yahoo! site, you agree not to redistribute the information found therein.

Fundamental company data provided by Capital !Q. Historical chart data and duity updates provided by Commodity Systems, Inc. (CSI). International historical chart data, daily updates, fund
summary, fund performance, dividend data and Momingstar Index data provided by M ‘; m Inc.
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From ALL 15 services, from
Insider Trader to Value Investor
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Comparav9
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Frneta Cans
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Soks Pleports
Compason to Industry

3oke Recommendations

PINANCIALS

________________________

Finacal Overview

Income Statements

Seance s:eet
c&’ f;ow Statements

Access Zacks Data Feed

A ZACKS
Our Research. Your Success.

Pinnacle West: (PNW)
(Heal Tme Q..otu from BAISI As Mar12 ItOlt 11:47 AM lET

62.93 USD +1.13(1.83%) Volume: 108,680

)

Add to portfolio j . ZacksTrade Now

Zacks Rank 3-Hold 171

ihnter dyrnbol

Current Year

Next Year

EPS(HM)

5/1/15

0.19

0.00%

Free Analyst Report for PNW I IDetailed Estimates

Estimates

Next Report Date

Current Quarter

Earnings ESP ‘1

EPS Last Quarter

Last EPS Surprise

Growth Estimates

Current Qtr (03/201 5)

Next Qtr (06/201 5)

Current Year (12/2015)

Next Year (1 2/201 6)

0.17 P/ (Fl)

-70.59% ABR

3.85

4.01

3.58

16.04

3.00

Chart for PNW
Chail, For P11W 70 00

,0a

62.50
• 60.00

D!c 2010 Fub Mr
I’la,th 12 2015 Si quo1eoedia,om

Interactive Chart I Fundamental Charts
PNW IND S&P

33.33 NA NA

4.76 NA NA

Past 5 Years

Next 5 Years

PE

PEG Ratio

Learn More About Estimate Research

See Brokerage Recommendations

7.60 0.00 9.20 From ALL 1 5
4.00 8.30 7.30

6.30 1.50 11.20 services, from
4.00 7.20 NA Insider Trader to

16.04 14.20 17.40

4.01 1.97 NA Value Investor

Start Now>

Premium Research for PNW

Zacks Rank [7] V Hold

Zacks Industry Rank 99 / 265 (lop 37%)

Equity Research Report

= Change in last 30 days)

View All Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank

More Zacks Premium’

Zacks Recommendation has been removed. Learn more

Predict to see real-time community sentiment: —

Friday In a Week In a Month In 3 Month

PNW
Pinnacle
West
Capital C

Predicting constitutes acceptance of PredictWallStreets terms of use.

Earnings Estimate

Current Qtr Next Qtr Current Year
(3/201 5) (6/2015) (12/2015)

Zacks Consensus Estimate 0.19 1.25 3.85

Next Year
(12/2016)

4.01

# of Estimates 3 3 9 8



Most Recent Consensus 0.19 1.23 3.83 4.00

High Estimate 0.24 1.29 3.88 4.04

Low Estimate 0.13 1.22 3.83 3.99

Year ago EPS 0.14 1.19 3.58 3.85

Year over Year Growth Est. 33.33% 4.76% 7.64% 3.97%

+62.9%
Average Gain

Per Year

Zacks’
Super Strategy

has beaten
the market by
more than 15X

during the
past decade

See its latest
stocks free.

Agreement - Estimate Revisions

Current Qtr Next Qtr Current Year Next Year
(3/201 5) (6/201 5) (12/2015) (12/2016)

UpLast7Days 0 0 0 0

Up Last 30 Days 0 1 0 2

Up Last 60 Days 0 1 0 2

Down Last 7 Days 0 0 0 0

Down Last 30 Days 0 0 2 2

Down Last 60 Days 0 0 2 2

Magnitude - Consensus Estimate Trend

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (1212015) (12/2016)

Current 0.19 1.25 3.85 4.01

7 Days Ago 0.19 1.25 3.85 4.01

30 Days Ago 0.19 1.25 3.86 4.01

60 Days Ago 0.19 1.25 3.86 4.01

90 Days Ago 0.19 1.25 3.86 4.00

Upside - Most Accurate Estimate Versus Zacks Consensus

Current Qtr Next Qtr Current Year Next Year

-

-- (3/2015) (6/2015) - (12/2015) (12/2016)

Most Accurate Estimate 0.19 1.23 3.85 4.01

Zacks Consensus Estimate 0.19 1.25 3.85 4.01

Earnings ESP 0.00% -1.60% 0.00% 0.00%

Surprise - Reported Earnings History

Quarter Ending Quarter Ending Quarter Ending Quarter Ending Avera e Sur rise
(1212014) (9/2014) (6/2014) (3/2014)

g p

Reported 0.05 2.20 1.19 0.14 NA

Estimate 0.17 2.17 1.14 0.13 NA

Difference -0.12 0.03 0.05 0.01 -0.01

Surprise -70.59% 1.38% 4.39% 7,69% -14.28%

Quarterly Estimates By Analyst

Zacks Premium Subscription Required Learn more

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more



#1 Stock to Buy Right Now
Several of America’s expert stock- pickers recommend buying this ASAP

00
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Premium Services Update Profile About Zacks Share Feedback
Twitter
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Commentary Upgrade to Premium Site Map You Tube

Education

Zacks Research is Reported On:
Zacks Investment Research is
an A+ Rated BBB Accredited
Business.

Copyright © 2015 Zacks Investment Research

At the center of everything we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the creation of our proven Zacks Rank stock-rating system. Since 1986 it has nearly tripled the S&P 500 with an average gain of ÷26% per year. These returns cover a
period from 1986-2011 and were examined and attested by Baker Tilly, an independent accounting firm.

Visit performance for information about the performance numbers displayed above.

Visit www.zacksdata.com to get our data and content for your mobile app or website.

Real time prices by BATS. Delayed quotes by Sungard.

NYSE and AMEX data is at least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed.
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Financ& Ovewew

Incorre Statements

Seance S”eet

Cash low S;atemems

Access Zacks Data Feed

Growth Estimates

Current Qtr (03/207 5)

Next Qtr (06/201 5)

Current Year (12/2015)

Next Year (1 2/2016)

Past 5 Years

Next 5 Years

PE

PEG Ratio

Learn More About Estimate Research

See Brokerage Recommendations

Premium Research for GXP

Zacks Rank f?j

Zacks Industry Rank

Equity Research Report

AZACKS
Our Research. Your Success.

+62 0 Zacks’ Super Strategy has beaten the market

. 0 by more than 1 5X during the past decade.
Average Gain Per Year ci1cks.trec.

___

fFrr W4(

Great Plains En: (GXP)
flea T’me Quote tram BATS As ci Mit 12 201511 45 AM El

26.28 USD +0.45 (1.74°c) Volume: 485,512

Add to portfolio [ / ZacksTrade Now

Zacks Rank : 3-Hold

Detailed Estimates

Estimates

Next Report Date 5/14/15

Current Quarter 0.12

Earnings ESP 1’] 0.00%

EPS Last Quartet 0.14

Last EPS Surprise -14.29%

Current Year

Next Year

EPS(HM)

P/E (Fl)

ABR

GXP

-20.00

-5.88

-1.80

17.40

3.00

4.80

16.75

3.53

1.54

1.81

1.56

- 16.75

2.60

IND S&P

NA NA

NA NA

0.00 9.20

8.30 7.30

1.50 11.20

7.20 NA

14.20 17.40

1.97 NA

Free Analyst Report for GXP

Chart for GXP
Chats For GSP

3100

. ._.

.

30,00

—-—t- .-——----
I .____•__j 2.0O

...-.--,./ L’ 25.00

27.00

25.00

25.00
Mr

Math 12. 2015 wquote.ot.to.com

Interactive Chart I Fundamental Charts

__

Hot Stock Alert-TAYO

I th cl , r rc]. -vol prrnt corn

Opportunistic Real Estate Investing Drive TAYOs
Exponential Growth!

#1 Stock to Buy Right Now

91% Accurate Stock Signal

6 Stocks to Hold Forever
-

A Hold c:i
99 / 265 (Top 37%)

Predict to see real-time community sentiment:

Friday In a Week In a Month In 3 Monthsl
GXP
Grest Plains
Energy, In...

Pr iictir or’Wutes acceptance of PredictWallStreet’s terms of Use.= Change in last 30 days)

View All Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank

More Zacks Premium

Zacks Recommendation has been removed. Learn more

Earnings Estimate

Zacks Consensus Estimate

Current Qtr
(3/2015)

0.12

Next Qtr Current Year Next Year
(6/2015) (12/2015) (12/2016)

0.32 1.54 1.81

2 9 8ft of Estimates 4



Most Recent Consensus 0.11 0.29 1.50 1.75

High Estimate 0.75 0.35 1.67 1.90

Low Estimate 0.10 0.29 1.48 1.70

Year ago EPS 0.15 0.34 1.57 1.54

Year over Year Growth Est. -20.00% -5.88% -1.77% 17.36%

Best
of the

Best:

Steve Reitmeister
drills through all the
recommendations
from all Zacks
trading and
investing portfolios
to select only the
most brilliant,
timely moves.

See them now.

Agreement - Estimate Revisions

Current Qtr Next Ott Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Up Last7 Days 0 0 0 0

Up Last 30 Days 0 0 0 1

Up Last 60 Days 0 0 0 1

Down Last 7 Days 0 0 1 0

Down Last 30 Days 1 1 7 2

Down Last 60 Days - 1
—

1 7 1

Magnitude - Consensus Estimate Trend

Current Ott Next Ott Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Current 0.12 0.32 1.54 1.81

7 Days Ago 0.12 0.32 1.56 1.83

30 Days Ago 0.15 0.32 1.67 1.85

60 Days Ago 0.17 0.34 1.68 1.85

90 Days Ago 0.17 0.34 1.68 1.85

Upside - Most Accurate Estimate Versus Zacks Consensus

Current Qtr Next Ott Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Most Accurate Estimate 0.12 0.32 1.53 1.79

Zacks Consensus Estimate 0.12 0.32 1.54 1.81

Earnings ESP 0.00% 0.00% -0.65% -111%

Surprise - Reported Earnings History

Quarter Ending Quarter Ending Quarter Ending Quarter Ending Avera e Sur rise
(12/2014) (9/2014) (6/2014) (3/2014) g p

Reported 0.12 0.95 0.34 0.15 NA

Estimate 0.14 0.97 0.43 0.18 NA

Difference -0.02 -0.02 -0.09 -0.03 -0.04

Surprise -14.29% -2.06% -20.93% -16.67% -13.49%

Quarterly Estimates By Analyst

Zacks Premium Subscription Required Learn more

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more



#1 Stock to Buy Right Now
Several of America’s expert stock- pickers recommend buying this ASAP
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Account Types Manage Accotint Help Contact Us Facebook
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Commentary Upgrade to Premium Site Map You Tube
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Zacks Research ts Reported On:
Zacks Investment Research is
an A+ Rated BBB Accredited
Business.

Copyright © 2015 Zacks Investment Research

At the center of everything we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the creation of our proven Zacks Rank stock-rating system, Since 1986 it has nearly tripled the S&P 500 with an average gain of ÷26, per year. These returns cover a
period from 1986-2011 and were examined and attested by Baker Tilly, an independent accounting firm.

Visit performance for information about the performance numbers displayed above

Visit www.zacksdata.com to get our data and content for your mobile app or mebsite.

Real time prices by BATS. Delayed quotes by Sungard.

NYSE and AMEX data is at least 20 minutes delayed. NASDAQ data is at least 15 minutes delayed
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A ZAC KS Zacks Method for Trading Home Study Course
Unlock our best stock-picking strategies and everything you need to become a better Investor, Learn More s
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Access Zacks Data Feed

OGE

-32.00

-4.00

-6.70

10.20

7.80

IND

NA

NA

0.00

8.30

1.50

5.00 7.20

16.88 14.20

Zacks Recommendation has been removed. Learn mote

Add to portfolio j ZacksTrade Now

Zacks Rank : 4-Sell (7J

Free Analyst Report for OGE L’ i I

Zacks’ Super Strategy has beaten
the market by more than 1 5X

during the past decade.

See its latest stocks free.

Predict to see real-time community sentiment:

Friday In a Week In a Month In 3 Months

OGE
OGE
Energy
Corp.

Predicting constitutes acceptance of PrediciWaliStreel’s terms of use

Earnings Estimate

Zacks Consensus Estimate

# of Estimates

Current Qtr Next Ott Current Year
(3/2015) (6/2015) (12/2015)

0.17 0.48 1.85

3 2

Next Year
(12/2016)

2.04

5

Our Research. Your Success.

Oge Energy Corp: (OGE)
tpedi Tme Quote from SATSI As Di Ma 12 2015 it .45 AM ST

31.42 uso +0.23 (0.745) Volume: 205,926

Detailed Estimates jSnter Symbol

SR/i 5

0.17

0.00%

0.27

7.41%

Current Year

Next Year

EPS(HM)

P/E (Fl)

ABR

Estimates

Next Report Date

Current Quarter

Earnings ESP

EPS Last Quarter

Last EPS Surprise

Growth Estimates

Current Ott (03/201 5)

Next Ott (06/2015)

Current Year (1212015)

Next Year (12/2016)

Past 5 Years

Next 5 Yeats

Chart for OGE
Chat, Far flOE

I 3L05

- -,Aj ... ____.

31.00
\/\ /

-, 3400

32.00

1.85

2.04

1.98

16.88

1.75

S&p

NA

NA

9.20

7.30

11.20

NA

17.40

30.00
O& 20t5 Psi, Mur
Minh 12, 2011 © quateardia.com

Interactive Chart I Fundamental Charts

PE

PEG Ratio 3.38 1.97 NA

Learn More About Estimate Research

See Brokerage Recommendations

Premium Research for OGE

Zacks Rank [?l

Zacks Industry Rank
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99 / 265 (Top 37%)

Equity Research Report

= Change in last 30 days)

View All Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank
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#1 Stock to Buy Right Now
Several of Americas expert stock- pickers recommend buying this ASAP

00

Zacks
Method
for Tradrng
Home Study
Course

Most Recent Consensus 0.16 0.50 1.83 2.09

High Estimate 0.20 0.50 1.86 2.18

Low Estimate 0.15 0.46 1.83 1.95

Year ago EPS 0.25 0.50 1.98 1.85

Year over Year Growth Est. -32.00% 4.0O% -6.67% 10.17%

Unlock our best
stock-picktng
strategies
and everything
you need to
become a
better investor.

Learn More

Agreement - Estimate Revisions

Current Ott Next Ott Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Up Last7 Days 0 0 0 0

Up Last 30 Days 0 0 0 0

Up Last 60 Days 0 0 0 0

Down Last 7 Days 0 0 0 0

Down Last 30 Days 0 0 5 4

Down Last 60 Days 0 0 5 3

Magnitude - Consensus Estimate Trend

Current Ott Next Ott Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Current 0.17 0.48 1.85 2.04

7 Days Ago 0.17 0.48 1.85 2.04

30 Days Ago NA NA 2.06 2.16

60 Days Ago NA NA 2.10 2.26

90 Days Ago NA NA 2.13 2.31

Upside - Most Accurate Estimate Versus Zacks Consensus

Current Ott Next Ott Current Year Next Year
— (3/2015) (6/2015) (12/2015) - (12/2016)

Most Accurate Estimate 0.17 0.48 1.85 2.00

Zacks Consensus Estimate 0.17 0.48 1.85 2.04

Earnings ESP 0.00% 0.00% — 0.00% -1.96

Surprise - Reported Earnings History

Ouarter Ending Ouarter Ending Ouarter Ending Ouarter Ending Avera e Sur rise
(1 21201 4) (9/201 4) (6/201 4) (3/201 4)

g

Reported 0.29 0.94 0.50 0.25 NA

Estimate 0.27 0.94 0.52 0.24 NA

Difference 0.02 0.00 -0.02 0.01 0.00

Surprise 7.41% 0.00% -3.85% 4.17% 1.93%

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more
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Business.

Copyright © 2015 Zacks Investment Research

At the center of everything we do isa strong commitment to independent research and sharing its protitable discoveries with investors. This dedication to giving investors a trading
advantage led to the creation of our proven Zacks Rank stock-rating system. Since 1986 it has nearly tripled the S&P 500 with an average gain of +26% per year. These returns cover a
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Premium Research for ETR

Zacks Rank [?l

Zacks Industry Rank

Equity Research Report

= Change in last 30 days)

View All Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank

More Zacks Premium

Chart for ETR
Chats ler ETC

Zacks Recommendation has been removed. Learn more

Earnings Estimate

Zacks Consensus Estimate 1.49

AZACKS
Our Research. Your Success.

•

Entergy Corp: fETR)
Pea True Quote tre’ii BATS; As f Mar 12, 2015 11:43 AM El

76.15 uso +1.46(1.96%) Volume: 350,690

Add to portfolio j . ZacksTrade Now

Zacks Rank 3-Hold ?l

1E’er ymboT Free Analyst Report for ETR ]
5.42

5.28

5.83

13.78

2.91

90,00

85,00

80,00

Next Report Date ‘°4/28/l5 Current Year

Current Quarter 1.49 Next Year

Earnings ESP ‘1 -10.74% EPS(HM)

EPS Last Quarter 0.63 PIE (Fl)

Last EPS Surprise -9.64% ABR

Growth Estimates

Current Qtr (03/2015)

Next Qtr (06/201 5)

Current Year (12/2015)

Next Year (12/2016)

Past 5 Years

Next 5 Years

PE

PEG Ratio

Learn More About Estimate Research

See Brokerage Recommendations

1’ ---n- 70,00
BMO = Betore Market Open AMC = Atter Market Close Dat 2015 Feb Mc

Mesh 12, 2015 ©quoteceda.cam

ETR ND S&P Interactive Chart Fundamental Charts

-35.04 NA NA —---

______

3.30 NA NA

-7.00 0.00 9.20

-2.60 8.30 7.30

-2.90 1.50 11.20

3.00 7.20

13.78 14.20

4.59 1.97

NA

17.40

NA

Hot Stock Alert - TAYO

I ill du r’ccJ, ‘I • rnctt c

Opportunistic Real Estate Investing Drive TAYOs
Exponential Growth!

#1 Stock to Buy Right Now

7 Stocks Set to Soar 2015

]
Hold {SJ

99/265(Top37%)

Predict to see real-time community sentiment: —

Friday In a Week In a Month In 3 Months

IETR
lEntergy

LE
Predicting consti:utes aceoptara ‘ of P e-JictWatlStreet’s terms of use

Current Qtr
(312015)

Next Qtr
(6/2015)

1.15

Current Year
- (12/2015)

5.42

Next Year
(12/2016)

5.28
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Surprise - Reported Earnings History

Quarter Ending Quarter Ending Quartet Ending Quartet Ending A Sur rise
(12/2014) (9/201 4) (6/2014) (3/201 4)

verage

Reported 0.75 1.68 1.11 2.29 NA

Estimate 0.83 1.68 1.14 2.11 NA

Difference -0.08 0.00 -0.03 0.18 0.02

Surprise -9.64% 0.00% -2.63% 8.53% -0.94%

Quarterly Estimates By Analyst

Zacks Premium Subscription Required Learn more

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more

Most Recent Consensus 1.17 1.10 5.35 5.50

High Estimate 2.15 1.34 5.59 5.56

Low Estimate 1.17 1.00 5.23 4.79

Year ago EPS 2.29 1.11 5.83 5.42

Year over Year Growth Est. -35.04% 3.30% -7.03% -2.56%

LOVE IT
ORYOURflRST
PAIR IS ON US

Agreement - Estimate Revisions

Up Last 7 Days

Up Last 30 Days

Up Last 60 Days

Down Last 7 Days

Down Last 30 Days

Down Last 60 Days

Current Qtr Next Ott Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

1 1 1 1

1 0 1 0

1 0 5 0

0 0 0 0

0 0 0 2

0 0 0 5

Magnitude - Consensus Estimate Trend

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Current 1.49 1.15 5.42 5.28

7 Days Ago 1.47 1.14 5.41 5.27

30 Days Ago 1.48 1.15 5.42 5.36

60 Days Ago 1.23 1.22 5.31 5.48

90 DaysAgo - . 1.33 1.23 5.37 5.67

Upside- Most Accurate Estimate Versus Zacks Consensus

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (12/2015) - - (12/2016)

Most Accurate Estimate 1.33 1.34 5.45 5.17

Zacks Consensus Estimate 1.49 1.15 5.42 5.28

Earnings ESP -10,74% 1652% 0.55% -2.08%
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El Paso Elec Co: (EE)
(Real 1:me Qcoe tram BATS) As at jijr 12. 2015 11:43 AM El

S3630 uso +0.84 (2.37%) Volume: 34,646

Add to portfolio [ . ZacksTtade Now7

Zacks Rank 4-Sell

fnter Symbol I

5/6/15

0.15

0.00%

Current Year

Next Year

EPS(HM)

2.00

2.60

2.26

4400

0.10 P/E(F1)

0.00% ABR

Detailed Estimates

Estimates

Next Report Date

Current Quartet

Earnings ESP ‘1

EPS Last Quartet

Last EPS Surprise

Growth Estimates

Current Qtr (03/201 5)

Next Qtr (06/201 5)

Current Year (12/2015)

Next Year (1 2/2016)

Past 5 Years

Next 5 Yeats

PE

PEG Ratio

17.87 Eli iFiNHE
Da 2015 Ftb

EE IND s&p Math 12, 2011 wquatesndi.com

Interactive Chart I Fundamental Charts
36.36 NA NA . .

-13.33 NA NA

-11.90 0.00

29.70 8.30

5.00 1.50

6.70 7.20

17.87 14.20

2.67 1.97

9.20

7.30

11.20

NA

17.40

NA

Learn More About Estimate Research

See Brokerage Recommendations

Explore ALL
:01 our
real-time
moves

_i
1

Premium Research for EE

Zacks Rank t?l

Zacks Industry Rank

Equity Research Report

= Change in last 30 days)

View All Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank

Predict to see real-time community sentiment:

Friday In a Week In a Month In 3 Months

EE
El Paso
Electric
Compan

Predicting constitutes acceptance rf PreiictWatlStreets terms at use

Access Zacks Data Feed
Zacks Recommendation has been removed. Learn more

Earnings Estimate

Current Qtr Next Qtr Current Year Next Year
(3/2015) -— (6/2015) (12/2015) (12/2016)

Zacks Consensus Estimate 0.15 0.65 2.00 2.60

#of Estimates 1 4 4



The 9 Best
Stocks to
Own Now
These stock picks
come from a handful
of the nations best
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over the years in
stocks. bonds,
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Dont pay S99 for the
names of these
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for free

Most Recent Consensus 0.15 0.65 2.00 2.55

High Estimate 0.15 0.65 2.05 2.65

Low Estimate 0.15 0.65 1.95 2.55

Year ago EPS 0.11 0.75 2.27 2.00

Year over Year Growth Est. 36.36% -13.33% -11.89% 29.75%

Next Qtr Current Year Next Year
(6/201 5) (12/2015) (12/2016)

Agreement - Estimate Revisions

Current Qtr
(3/2075)

UpLast7Days 0 0 0 0

Up Last 30 Days 0 0 0 0

Up Last 60 Days 0 0 0 0

Down Last 7 Days 0 0 0 0

Down Last 30 Days 0 0 3 2

Down Last 60 Days 0 0 3 2

Magnitude - Consensus Estimate Trend

Current Qtr Next Qtr Current Year Next Year

.

(3/2015) (6/2015) (12/2015) (12/2016)

Current 0.15 0.65 2.00 2.60

7 Days Ago 0.15 0.65 2.00 2.60

30 Days Ago NA NA 2.15 2.65

60 Days Ago NA NA 2.15 2.65

90 Days Ago NA NA 2.23 2.65

Upside - Most Accurate Estimate Versus Zacks Consensus

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Most Accurate Estimate 0.15 0.65 2.00 2.60

Zacks Consensus Estimate 0.15 0.65 2.00 2.60

Earnings ESP 0.00% 0.00% 0.00% — 0.00%

Surprise - Reported Earnings History

Quarter Ending Quarter Ending Quarter Ending Quarter Ending Avera e Sur rise
(12/2014) (9/2014) (6/2014) (3/2014)

g p

Reported 0.10 1.30 0.75 0.11 NA

Estimate 0.10 1.25 0.65 0.13 NA

Difference 0.00 0.05 0.10 -0.02 0.03

Surprise 0.00% 4.00% 15,38% -15.38% 1.00%

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more

6 Stocks to Hold Forever
Looking to retire? These 6 stocks will generate regular income.

CO
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Opportunistic Real Estate Investing Drive TAYOs
Exponential Growth!

#1 Stock to Buy Right Now

7 Stocks Set to Soar 2015

Friday In a Week In a Month In 3 Months

EIX
Edison
International

Predictifl9 constitutes acceptance of PredictWallStreets terms of use,

Current Qtr Next Ott Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

0.79 0.76 3.62 3.98

AZACKS
Our Research. Your Success.

÷62.3%
Average Gain Per Year

‘- f1 II-

____

Zacks’ Super Strategy has beaten the market by
more than 1 5X duting the past decade.

See its latest stocks free.

Edison Inti: (EIX)
tReal lire Quote from BAtSl As of Mr 12 2015 11:43 AM El

62.88 usi +0.88(1.42%) Volume: 473,866

)

Join Sign In Help

Add to portfolio ZackoTrade Now 1
Zacks Rank : 3-Hold ?J

Analyst Report for FIX
— IjlJ]Inter Symbol

Current Year 3.62

Next Year 3.98

EPS(HM) 4.56

P/E(F1) 17.13

ABR 1.45

EIX ND S&P

-11.85 NA NA

Chart for EIX
Chart, For CIX

Detailed Estimates

Estimates

Next Report Date 5/5/15

Current Quartet 0.79

Earnings ESP l?j 0.00%

EPS Last Quartet 0.84

Last EPS Surprise 26.1 9%

Growth Estimates

Current Qtr (03/201 5)

Next Ott (06/2015)

Current Year (1 2/201 5)

Next Year (12/201 6)

Past 5 Years

Next 5 Years

PE

PEG Ratio

Learn More About Estimate Research

See Brokerage Recommendations

72,00

70,00

— 6,I0

62.00
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O& 2015 Mar
Moth 12, 2015 quoiearadia,com

Interactive Chart I Fundamental Charts

-20.30 0.00

9.80 8.30

5.20 1.50

7.10 7.20

-29.32 NA NA

Hot Stock Alert - TAYO9.20

7.30

11.20

NA

_________-

- 17.13 14.20 17.40

2.40 1.97 NA

91% Accurate Stock Signal

Predict to see real-time community sentiment:

Premium Research for EIX

Zacks Rank [?] V Hold jj
Zacks Industry Rank 99 / 265 (Top 37%)

Equity Research Report

= Change in last 30 days)

View All Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank

More Zacks Premium”

Zacks Recommendation has been removed, Learn more

Earnings Estimate

Zacks Consensus Estimate

# of Estimates 3 3 9 8



Most Recent Consensus 0.79 0.82 3.60 4.00

High Estimate 0.81 0.82 4.40 4.50

Low Estimate 0.78 0.72 3.44 3.84

Year ago EPS 0.90 1.08 4.54 3.62

Year over Year Growth Eat. -11.85% -29.32% -20.26% 9.84%

Current Qtr
(3/2015)

Next Qtr
(6/2015)

0

Current Year
(1212015)

Agreement - Estimate Revisions

Next Year
(12/2016)

Up Last 7 Days 0 0

Up Last 30 Days 1 0 1 0

Up Last 60 Days 1 0 0

Down Last 7 Days 1 1 1

Down Last 30 Days 1 2 1

Down Last 60 Days 1 2 2 2

0

2

JFIUNJVEXStT

of
FLORIDA

Magnitude - Consensus Estimate Trend

Current Qtr Next Qtr Current Year Next Year
. (3/2015) (6/2015) (12/2015) (12/2016)

Current 0.79 0.76 3.62 3.98

7 Days Ago 0.83 0.86 3.61 3.91

30 Days Ago 0.82 0.88 3.61 3.91

60 Days Ago 0.82 088 3.55 3.91

90 Days Ago 0.82 0.88 3.56 3.91

Upside - Most Accurate Estimate Versus Zacks Consensus

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

Most Accurate Estimate 0.79 0.76 3.58 4.11

Zacks Consensus Estimate 0.79 0.76 3.62 3.98

Earnings ESP 0.00% 0.00% -1.11% 3.27%

Surprise - Reported Earnings History

Quarter Ending Quarter Ending Quarter Ending Quarter Ending Avera e Sur rise
(12/2014) (9/201 4) (6/2014) (3/201 4)

g ‘D

Reported 1.06 1.52 1.08 0.90 NA

Estimate 0.84 1.35 0.83 0.82 NA

Difference 0.22 0.17 0.25 0.08 0.18

Surprise 26.19% 12.59% 30.12% 9.76% 19.67%

Quarterly Estimates By Analyst

Zacks Premium Subscription Required Learn mote

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more
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Looking to retire? These 6 stocks will generate regular income.
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Predict to see real-time community sentiment:

[ Friday In a Week In a Month In 3 Months

EDE
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District
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Predicting constitutes acceptance of PredictWaltStreets terms of use

Earnings Estimate

A ZACKS
Our Research. Your Success.

Empire District: (EDE)
Reai 1;me Quote tioiu BVfS) As otMar 12 2015 lt’43 AM CT

24.37 USD +0.47(1.97%) Volume: 68,228

Detailed Estimates pntei tymbol

Add to portfolio [ Zacksirad€ Now

Zacks Rank 4-Sell DCJLI

Free Analyst Report for EDE tt flrt J

5/7/15

0.40

0.00%

0.26

0.00%

Current Year

Next Year

EPS(HM)

P/E(F1)

ABR

Estimates

Next Report Date

Current Quarter

Earnings ESP

EPS Last Quarter

Last EPS Surprise

Growth Estimates

Current Qtr (03/2015)

Next Qtr (06/2015)

Current Year (12/2015)

Next Year (12/201 6)

Past 5 Years

Next 5 Years

PC

Chart for EDE
Chats Fm EDE 3400

-

- .-. ‘

•-—---

3000
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2.00

— 24,00

22,00
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Interactive Chart I Fundamental Charts

1.39

1.52

1.55

17.73

3.50

s&P

NA

NA

9.20

7.30

11.20

NA

17.40

EDE IND

-16.67 NA

-3.85 NA

-10.00 0.00

8.80 8.30

5.20 1.50

3.00 7.20

17.13 14.20

___

HotStockAlert-TAYO

• liii 11 , ri’aJ’ vol jprvrent ct]rt

Opportunistic Real Estate Investing Drive TAYOs
Exponential Growthl

5.71 1.97 NA #1 Stock to Buy Right Now

Buy These 1 0 Stocks Now

7 Stocks Set to Soar 207 5

PEG Ratio

Learn More About Estimate Research

See Brokerage Recommendations

Premium Research for EDE

Zacks Rank [?] V Sell

Zacks Industry Rank 99 / 265 (Top 37%)

Equity Research Report

= Change in last 30 days)

View All Zacks Rank #1 Strong Buys

Learn to Profit from the Zacks Rank

More Zacks Premium

Zacks Recommendation has been removed. Learn more

Zacks Consensus Estimate

Current Qtr Next Qtr Current Year Next Year
(3/2015) (6/2015) — (1212015) (1212016)

0.40 0.25 1.39 1.52

# of Estimates 4



Most Recent Consensus 0.40 0.25 1.40 1.55

High Estimate 0.40 0.25 1.40 1.55

Low Estimate 0.40 0.25 1.38 1.50

Year ago EPS 0.48 0.26 1.55 1.39

Year over Year Growth Est. -1 6.67% -3.85% -1 0.00% 8.78%

Agreement - Estimate Revisions

Current Ott Next Ott Current Year Next Year
(3/2015) (6/2015) (12/2015) (12/2016)

UpLast7Days 0 0 0 0

Up Last 30 Days 0 0 0 0

Up Last 60 Days 0 0 0 0

Down Last 7 Days 0 0 0 0

Down Last 30 Days 0 0 0 1

Down Last 60 Days 0 0 4 3

Magnitude - Consensus Estimate Trend

Current Qtr Next Ott Current Year Next Year
(3/2015) - (6/2015) (12/2015) - (12/2016)

Current 0.40 0.25 1.39 1.52

7 Days Ago 0.40 0.25 1.39 1.52

30 Days Ago 0.40 0.25 1.39 1.56

60 Days Ago NA NA 1.58 1.66

90 Days Ago - NA NA 1.58 1.66

Upside - Most Accurate Estimate Versus Zacks Consensus

Current Ott Next Ott Current Year Next Year

-

- (3/2015) - - (6/2015) (12/2015) (12/2016)

Most Accurate Estimate 0.40 0.25 1.40 1.52

Zacks Consensus Estimate 0.40 0.25 1.39 1.52

Earnings ESP 0.00% 0.00% 0.72% 0.00%

Surprise - Reported Earnings History

Ouarter Ending Ouarter Ending Quarter Ending Quarter Ending Avera e Sur rise
(12/2014) (9/2014) (6/2014) (3/2014)

g p

Reported 0.26 0.55 0.26 0.48 NA

Estimate 0.26 0.45 0.23 0.41 NA

Difference 0.00 0.10 0.03 0.07 0.05

Surprise 0.00% 22.22% 13.04% 17.07% 13.08%

Annual Estimates By Analyst

Zacks Premium Subscription Required Learn more

6 Stocks to Hold Forever
Looking to retire? These ‘forever stocks will provide regular income.

00



QtflctR Uns

rtiy AoQun vvross llan Svppor Foflw iJ

Account Types Manage Account Help Contact Us Facebook

Premium Services Update Profile About Zacks Share Feedback
Twitter

Zacks Rank Subscriptions Disclosure Media
Linkedin

Research Preferences Privacy Policy Careers

Personal Finance Login/Password Help Performance Advertise RSS

Commentary Upgrade to Premium Site Map You Tube

Education

Zacks Research is Reported On:
Zacks Investment Research is
an A+ Rated BBB Accredited
Business.

Copyright©2015 Zacks Investment Research

At the center of everything we do is a strong commitment to independent research and sharing its profitable discoveries with investors. This dedication to giving investors a trading
advantage led to the creation of our proven Zacks Rank stock-rating system. Since 1986 it has nearly tripled the S&P 500 with an average gain at +26°c per year. These returns cover a
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Selected Interest Rates (Weekly) - H. 15 IidDDP Print

Current Release Release Dates Daily Update Hi3tprical..Q8t Announcements Technical Q&As

Current Release (48 KB PDF)

Release Date: March 16, 2015

The weekly release is posted on Monday. Daily updates of the weekly release are posted Tuesday through Friday on this site, If Monday is a holiday, the weekly release will be
posted on Tuesday after the holiday and the daily update will not be posted on that Tuesday.

Board of Governors of the Federal Reserve System

March 16, 2015
H.15 Selected Interest Rates
Yields in percent per annum

0.06 0.10

na. na.

0.10 ‘ 0.14

na.

na.

0..10...

0.14

0.14

0.10

0.11

0.14

ro.J
0.14 0.11

0.14 0.14

na.

0.10=

0.12

1 2015 2015 201512011 2015 fWeek Endin’f

Instruments Mar Mar Mar Mar Mar Mar Mar
2015

Federal funds (effective) 1 23 0.12 0.12 0.11 0.11 0.11 0.12 0.09 0.11

Commercial Paper56

Nonfinancial i

1-month 0.08 0.08 0.08 0.07 0.08

2-month — 0.10 0.08 0.09 0.08 0.09

3-month 0.11 0.10 0.11 0.10 0.12

Financial — -

1-month - 0.09 0.10 0.10

2-month 0.18 0.18 0.12

3-month 0.13 0.18 , 0.15

Eurodollar deposits (London) 3 Z - -

1-month 0.19 0.19 0.19 0.19 0.19 0.19 0.19 0.19

3-month ‘ 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.30

6-month — 0.37 0.37 0.37 0.37 0.37 0.37 0.37 0.37

Bank prime loan 238 3.25 3.25 3.25 3.25 , 3.25 ] 3.25 3.25 3.25

Discount window primary credit , 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75

U.S. government securities

Treasury bills (secondary market)
- I - -

4-week 0.01 0.03 0.03 0.03 0.03 0.03 0.02 0.02

3-month 0.02 0.02 0.03 0.03 ‘ 0.03 0.03 0.02 0.02

6-month 0.10 0.10 0.10 0.10 0.11 0.10 0.08 0.07

• 1-year 0.26 0.24 0.24 0.23 0.23 0.24 0.24 - 0.21

Treasury constant maturities

NominallO ,

1-month 0.01 0.03 0.03 0.03 0.03 0.03 0.02 0.02

- 3-month - - 0.02 0.02 0.03 0.03 0.03 0.03 I 0.02 0.02

6-month 0.10 0.10 0.10 0.10 0.11 0.10 0.08 0.07

• 1-year 0.27 - 0.25 0.25 0.24 0.24 0.25 0.25 0.22



n.a. Not available.

Footnotes

1. The daily effective federat funds rate ts a weighted avarage of rates on brokered trades.

2. Weekly figures are averages of 7 catendar days endtsg on Wednesday of the current week; monthty figures tnctude each calendar

day in the month.

3. Annuatized using a 360-day year or bask tnterest.

4. an a dtscount basts.

5. Interest rates interpolated from data on certain commercial paper trades settled by The Deposttory Trust Company. The trades

represent sales of commercial paper by dealers or direct issuers to tnvestors (that is, the offer side(. The 1-, 2-, and 3-month rates are

equivalent to the 30-, 60-, and 90-day dates reported on the Board’s Commercial Paper Web page

6. Financial paper that is insured by the FDIC’s Temporary Liquidity Guarantee Program is not excluded from relevant indexes, nor is

any financial or nonfinancial commercial paper that may be directly or indirectly affected by one or more of the Federal Reserve’s

liquidity facilihes. Thus the rates published after September 1 g, 2008, likely reflect the direct or indirect effects of the new temporary

programs and, accordingly, likely are not comparable for some purposes to rates published prior to that period.

7. Source: Bloomberg and CTRB CAP Fixed Income & Money Market Products.

8. Rate posted by a majority of top 25 (by assets in domeshc offices) insured U.S-chartered commercial banks. Prime is one of

several base rates used by banks to price short-term business loans.

9. The rate charged for discounts made and advances extended under the Federal Reserve’s primary credit discount window

program, which became effectva January 9, 2003. This rate replaces that for adjustment credit, which was discontinued after January

8, 2003. For further information, see www.federnlrnservgcvboarddocv’presv/bcreg!2002I200210312/defauIt.htm. The rate reported

is that for the Federal Reserve Bank of New York. Historical series for the rate on adjustment credit as well as the rate on primary

credit are available at www fedvralryverve guy releases hlfildats him.

10. Yields on actvely traded non-inflation-indexed issues adjusted to constant maturities. The 30-year Treasury constant maturity

series was disconflnued on February 18, 2002, and reintroduced on February 9,2006. From February 18, 2002, to February 9,2006,

the U.S. Treasury published a factor for adjusting the daily nominal 20-year constant maturity in order to estimate a 30-year nominal

2-year - - - 0,70 0.70 0.70 . 0.67 0.68 0,69 0.68 0.62

3-year 1.13 1.10 1.09 1.06 1.07 1.09 1.09 0.99

5-year j 1.66 1.62 1.60 1,59 1.60 1.61 1,61 1,47

7-year 1.99 1.94 1.92 1.91 1.93 1.94 1.94 1.79

10-year 2,20 2.14 2.11 2.10 2.13 2.14 2.13 1.98

20-year 2,56 2.51 2.47 2.47 2.48 2.50 2.51 2.34

30-year 2.50 2.73 2.69 2.69 2.70 2,72 2.73 2.57

Inflation indexed 11 I

5-year 0.19 0.26 0.15 I 0.18 0.20 0.20 0.05
r

0_il

7-year 0.41 0.37 0.34 0.38 0.39 0.38 0.26 0.22

10-year 0.44 2:41 0.39 0.39 0.44 0.41 9.29 0.26

20-year — 0.71 0.65 0.65 0.66 0.70 0,67 0.58 0.S2

30-year
-

088 - 0.85 0.83 0.84 0.88 0.86 0.77 0.73 -

Inflation-indexed long-term average 12J 0.72 0.69 : 0.67 0.68 0.72 0.70 0.60 0.58

Interestrateswapsl3 J
1-year 0.52 0.52 0.53 0.51 0.51 0.52 0.50 0.47

• 2-year - . - - 0.96 0.95 - 0.96 0.93 0.93 0.94 0.92 0.87

3-year 1.33 1.31 1.32 1.29 1.28 1.31 1.29 1.20

4-year 1.61 1.57 1.58 1.55 1.54 1.57 1.56 1.45

5-year 1.81 1.76 1.77 1.73 1.73 1.76 1.76 1.63

7-year — - - 2.08 2.02 I 2.02 1.98 1.99 2.02 2.02 1.87

10-year 2.31 2.25 2.24 2.19 2.21 2.24 2.25 2.10

30-year - 2.68 2.61 2.58 2.53 256 2.59 2.61 2.47

Corporate bonds

Moodys seasoned

Aaa 14 3.78 3.70 3.67 3.67 . 3.70 3.70 3.74 3.61

Baa 4.66 4.59 4.56 4.56 4.60 4.59 4.60 4.51

State & local bonds i! - .

3,62 . 3.62 3.68 3.58

Conventional mortgages i 3.86 3.86 3.75 3.71



rate. The historical adjustment factor can be found at www.treasuiygov/resource-center/data chart-centeriinteresl-rutes/. Source:

U.S. Treasury.

11. Yields on Treasury inflation protected securities (TIPS) adjusted to constant maturities. Source: U.S. Treasury. Additional

information on both nominal and inflation-indexed yields may be found at www.treasury.gov/resource-cenler!data-chart
cenler!interest.rutesf.

12. Based on the unweighted average bid yields for all TIPS with remaining terms to maturity of more than 10 years.

13. International Swaps and Derivatives Association (ISDA®) mid-market par swap rates. Rates are for a Fixed Rate Payer in return

for receiving three month LIBOR, and are based on rates collected at 11:00 am. Eastern time by Thomson Reuters and published on

Thomson Reuters Page ISDAFIX®1 ISDAFIX is a registered service mark of ISDA®. Source: Thomson Reuters.

14. Moody’s Aaa rates through December 6, 2001 are averages of Aaa utility and Aaa industrial bond rates. As of December 7,

2001. these rates are averages of Aaa industrial bonds only. Data obtained from Bloomberg Finance L.P.

15. Bond Buyer Index, general obligation, 20 years to maturity, mixed quality; Thursday quotations. Data obtained from Bloomberg

Finance L.P.

16. Contract interest rates on commitments for 30-year fixed-rate first mortgages. Source: Primary Mortgage Market Survey® data

provided by Freddie Mac.

Note: Weekly and monthly figurea on thia release, as well as annual figures available on the Board’s historical H.15 web site (see below), are averages of business days unless
otherwise noted,

Current and historical H.15 data are available on the Federal Reserve Board’s web site (www.federalreserve.gov/). For information about individual copies or subscriptions,
contact Publications Services at the Federal Reserve Board (phone 202-452-3244, fax 202-728-5886).

Description of the Treasury Nominal and Inflation-Indexed Constant Maturity Series
Yields on Treasury nominal securities at “constant maturity” are interpolated by the U.S. Treasury from the daily yield curve for non-inflation-indexed Treasury securities. This
curve, which relates the yield on a security to its time to maturity, is based on the closing market bid yields on actively traded Treasury securities in the over-the-counter market.
These market yields are calculated from composites of quotations obtained by the Federal Reserve Bank of New York. The constant maturity yield values are read from the
yield curve at fixed maturities, currently 1, 3, and 6 months and 1, 2, 3, 5, 7, 10, 20, and 30 years. This method provides a yield for a 10-year maturity, for example, even if no
outstanding security has exactly 10 years remaining to maturity. Similarly, yields on inflation-indexed securities at “constant maturity” are interpolated from the daily yield curve
for Treasury inflation protected securities in the over-the-counter market. The inflation-indexed constant maturity yields are read from this yield curve at fixed maturities, currently
5, 7, 10, 20, and 30 years.

Lastipdate:Marchi62O15

____ ________—-.——-- ______
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Products & Capabilities

Kentucky Power Co. Senior Unsecured
Description Rating Type Rating Rating Date Regulatory Identifiers CreditWatch! Outlook CreditWatchl Outlook Date

US$325 mu
Local Currency

6.00% nts ser E BBB 10-Sep-2007 EE
LT

due 09/15/2017

US$325 mu
Local Currency

6.00/0 nts ser E BBS 1 0-Sep-2007 EE
LT

due 09/15/2017

US$75 mu

5.625% sr nts set Local Currency
BBB 11-Jun-2003 EE

Ddue LT

12/01/2032
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