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2009 NAWLA Traders Market
1 Year Later…The Credit Markets Today

Positives Negatives

Capital markets recovery

Debt

Equity

Significant returns realized

Consumer deleveraging

Stimulus?

“Fear” diminished

Systematic risk mitigated

Continuing credit losses

Employment weakness

Foreclosures elevated

Bank credit markets “slowly” improving

Recovery largely centered on “costs” equation

Uneven housing data

Rate Environment
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First The Negatives…
Modification Has Not Yet Worked – Non-Performing Mortgages
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Sources: MBA, LPS Applied Analytics, RCG.
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First The Negatives…
Credit Losses Will Continue – Debt Past Due or in Default
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Sources: American Bankers Association, Equifax, RCG. 
Note: Latest data as of 2Q09.
Note: Payments Past Due are those made more than 30 days late.
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First The Negatives…
Delinquency RE Construction / Development Loans
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Note: Latest data as of 2Q09. RCG.

4



First The Negatives…
As a Result…Bank Demand Slowly Recovering

Signs of Stabilization Banks Continue to Tighten Standards

With stress tests and new capital injections 
completed, bank loan demand slowly re-emerging

Higher bank spreads / pricing

All-in yield essentially unchanged

3M Libor at ~30bps vs. 10 year average of 
~350bps

Structures moderating, but remain tight

Consolidation of financial sector

Reduced lending capacity

Additional regulation of financial markets
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First The Negatives…
Borrowing Cost in the Bank Market Stabilized at Elevated Levels

Corporate Syndicated Loan Pricing Trends
Absolute spreads have 
stabilized, albeit at 
elevated levels

“BBB” Investment 
Grade loan spreads up 
200%

2003: ~100bps

Today: ~300bps 0.0
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And the Good News…
Debt Capital Market Improved Considerably

BBB, BB and B Index Historical Yields and Spreads
12/31/04 12/31/05 12/31/06 12/31/07 12/31/08 09/30/08 12/31/08 03/31/09 06/30/09 09/30/09 09/03/09 09/10/09 09/17/09 09/24/09 10/01/09 10/08/09 Current ∆12/31/08 ∆ 3/31/09

BBB Yields 5.06  % 5.66  % 5.98  % 6.28  % 9.65  % 7.88  % 9.65  % 9.40  % 7.20  % 5.68  % 6.05  % 5.97  % 5.85  % 5.75  % 5.68  % 5.69  % 5.67  % (3.99) % (0.02) %
BB Yields 5.90  % 7.48  % 6.79  % 8.30  % 14.60  % 10.45  % 14.60  % 12.95  % 10.46  % 8.06  % 9.04  % 8.88  % 8.37  % 8.18  % 8.06  % 7.95  % 7.80  % (6.80) % (0.26) %
B Yields 6.74  % 7.96  % 7.75  % 9.40  % 18.14  % 14.63  % 18.14  % 17.11  % 12.25  % 9.85  % 10.73  % 10.50  % 9.81  % 9.62  % 9.85  % 9.70  % 9.44  % (8.70) % (0.41) %

BBB Spreads 110  bps 122  bps 123  bps 242  bps 769  bps 446  bps 769  bps 713  bps 420  bps 299  bps 325  bps 318  bps 302  bps 295  bps 299  bps 295  bps 288  bps (481) bps (11) bps
BB Spreads 209  bps 305  bps 203  bps 461  bps 1,281  bps 721  bps 1,281  bps 1,088  bps 770  bps 567  bps 652  bps 640  bps 588  bps 571  bps 567  bps 555  bps 538  bps (743) bps (29) bps
B Spreads 320  bps 355  bps 300  bps 577  bps 1,641  bps 1,149  bps 1,641  bps 1,519  bps 957  bps 780  bps 852  bps 832  bps 764  bps 750  bps 780  bps 763  bps 737  bps (904) bps (44) bps

Annually Quarterly Weekly

5%

11%

17%

23%

Oct-07 Oct-08 Oct-09

BBB Index BBB Avg BB Index BB Avg B Index B Avg

Historical ML Index Yields
Peak to Trough Decline:
B Index:             
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1,346 bps
858 bps
454 bps
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And the Good News…
Specifically, Lumber Producers Have Seen Improved Public Borrowing Costs

Yield to Worst

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

16.0%

Nov-04 May-05 Dec-05 Jul-06 Jan-07 Aug-07 Feb-08 Sep-08 Apr-09 Oct-09

Rating Actions

WFT WY
10/23/2007 S&P Downgrade to BBB- 2/27/2009 S&P Downgrade to BBB-
2/8/2007 Moody's Downgrade to Baa3 5/6/2009 Moody's Downgrade to Ba1
3/19/2009 S&P Downgrade to BB+
7/9/2009 Moody's Downgrade to Ba2
9/15/2009 S&P Downgrade to BB

8.2%

4.8%

Weyerhaeuser $1.4bn 6.750% Notes due March 15, 2012West Fraser Timber $300mm 5.200% Notes due October 15, 2014
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Going Forward…
Rates to Rise on Improved Economic Outlook

Implied Fed Funds and 3M LIBOR RatesTreasury Yields to Rise Going Into 2010…

In general, economists believe that a sustainable 
recovery is at hand

The Fed will likely raise interest rates in 2011 
when core inflation is expected to increase

– Expectation of 4 hikes of 25 bps each over 
the course of 2011

Treasury yields are projected to rise in 2H09 and 
throughout 2010

Front end yields are expected to increase nearly 
100 bps by the end of next year 

The 10-year yield is estimated to reach 4.40% 
gradually over the course of 2010
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Core Considerations & Recommendations

Liquidity is Strategic – Current Environment Requires New Approach

Remain nimble and move between capital sources

Asset-based lending

Leasing

Traditional bank facilities

Capital Markets

Evaluate visibility and strength of bank partners

Anticipate higher costs and shorter tenors

Understand the credit culture and requirements / metrics for credit extension

Maintain multiple contacts within each financial partner
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Notice to Recipient
Confidential

 “Bank of America Merrill Lynch” is the marketing name for the global banking and global markets businesses of Bank of America Corporation.  Lending, derivatives, and other commercial 
banking activities are performed globally by banking affiliates of Bank of America Corporation, including Bank of America, N.A., member FDIC.  Securities, strategic advisory, and other 
investment banking activities are performed globally by investment banking affiliates of Bank of America Corporation (“Investment Banking Affiliates”), including, in the United States, Banc of 
America Securities LLC and Merrill Lynch, Pierce, Fenner & Smith Incorporated, which are both registered broker-dealers and members of FINRA and SIPC, and, in other jurisdictions, locally 
registered entities. 

 Investment products offered by Investment Banking Affiliates:  Are Not FDIC Insured * May Lose Value * Are Not Bank Guaranteed.

 These materials have been prepared by one or more subsidiaries of Bank of America Corporation for the client or potential client to whom such materials are directly addressed and delivered 
(the “Company”) in connection with an actual or potential mandate or engagement and may not be used or relied upon for any purpose other than as specifically contemplated by a written 
agreement with us.  These materials are based on information provided by or on behalf of the Company and/or other potential transaction participants, from public sources or otherwise 
reviewed by us.  We assume no responsibility for independent investigation or verification of such information (including, without limitation, data from third party suppliers) and have relied 
on such information being complete and accurate in all material respects.  To the extent such information includes estimates and forecasts of future financial performance prepared by or 
reviewed with the managements of the Company and/or other potential transaction participants or obtained from public sources, we have assumed that such estimates and forecasts have been 
reasonably prepared on bases reflecting the best currently available estimates and judgments of such managements (or, with respect to estimates and forecasts obtained from public sources, 
represent reasonable estimates).  No representation or warranty, express or implied, is made as to the accuracy or completeness of such information and nothing contained herein is, or shall be
relied upon as, a representation, whether as to the past, the present or the future.  These materials were designed for use by specific persons familiar with the business and affairs of the 
Company and are being furnished and should be considered only in connection with other information, oral or written, being provided by us in connection herewith.  These materials are not 
intended to provide the sole basis for evaluating, and should not be considered a recommendation with respect to, any transaction or other matter.  These materials do not constitute an offer or 
solicitation to sell or purchase any securities and are not a commitment by Bank of America Corporation or any of its affiliates to provide or arrange any financing for any transaction or to 
purchase any security in connection therewith.  These materials are for discussion purposes only and are subject to our review and assessment from a legal, compliance, accounting policy and 
risk perspective, as appropriate, following our discussion with the Company.  We assume no obligation to update or otherwise revise these materials.  These materials have not been prepared 
with a view toward public disclosure under applicable securities laws or otherwise, are intended for the benefit and use of the Company, and may not be reproduced, disseminated, quoted or 
referred to, in whole or in part, without our prior written consent.  These materials may not reflect information known to other professionals in other business areas of Bank of America 
Corporation and its affiliates.

 Bank of America Corporation and its affiliates (collectively, the “BAC Group”) comprise a full service securities firm and commercial bank engaged in securities, commodities and derivatives 
trading, foreign exchange and other brokerage activities, and principal investing as well as providing investment, corporate and private banking, asset and investment management, financing 
and strategic advisory services and other commercial services and products to a wide range of corporations, governments and individuals, domestically and offshore, from which conflicting 
interests or duties, or a perception thereof, may arise.  In the ordinary course of these activities, parts of the BAC Group at any time may invest on a principal basis or manage funds that invest, 
make or hold long or short positions, finance positions or trade or otherwise effect transactions, for their own accounts or the accounts of customers, in debt, equity or other securities or 
financial instruments (including derivatives, bank loans or other obligations) of the Company, potential counterparties or any other company that may be involved in a transaction.  Products 
and services that may be referenced in the accompanying materials may be provided through one or more affiliates of Bank of America Corporation.  We have adopted policies and guidelines 
designed to preserve the independence of our research analysts. These policies prohibit employees from offering research coverage, a favorable research rating or a specific price target or 
offering to change a research rating or price target as consideration for or an inducement to obtain business or other compensation.  We are required to obtain, verify and record certain 
information that identifies the Company, which information includes the name and address of the Company and other information that will allow us to identify the Company in accordance, as 
applicable, with the USA Patriot Act (Title III of Pub. L. 107-56 (signed into law October 26, 2001)) and such other laws, rules and regulations as applicable within and outside the United States.

 We do not provide legal, compliance, tax or accounting advice.  Accordingly, any statements contained herein as to tax matters were neither written nor intended by us to be used and 
cannot be used by any taxpayer for the purpose of avoiding tax penalties that may be imposed on such taxpayer. If any person uses or refers to any such tax statement in promoting, 
marketing or recommending a partnership or other entity, investment plan or arrangement to any taxpayer, then the statement expressed herein is being delivered to support the 
promotion or marketing of the transaction or matter addressed and the recipient should seek advice based on its particular circumstances from an independent tax advisor.  
Notwithstanding anything that may appear herein or in other materials to the contrary, the Company shall be permitted to disclose the tax treatment and tax structure of a transaction 
(including any materials, opinions or analyses relating to such tax treatment or tax structure, but without disclosure of identifying information or, except to the extent relating to such tax 
structure or tax treatment, any nonpublic commercial or financial information) on and after the earliest to occur of the date of (i) public announcement of discussions relating to such 
transaction, (ii) public announcement of such transaction or (iii) execution of a definitive agreement (with or without conditions) to enter into such transaction; provided, however, that if 
such transaction is not consummated for any reason, the provisions of this sentence shall cease to apply. Copyright 2009 Bank of America Corporation.


