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GHS Consumer Strategies:

The Safety Net, Education, Temp Jobs, and Weekly Claims

Summary: We reviewed the most recent weekly jobless claims on a not seasonally adjusted basis. The seasonally
adjusted data came in well above consensus again last week, although the unadjusted data continued to improve
against very recent trends. We put this information into the context of trends in government employment especially in
education; state budgetary woes; and structural changes to wages and employment. The information suggests the
federal government remains under pressure to fund state unemployment needs at the same time that state budgets
appear to be deteriorating. The outlook for labor remains generally very discouraging, in our view.

KEY OBSERVATIONS:

e Weekly jobless claims (seasonally adjusted) came in well above expectations for second consecutive week. Economists
expected weekly claims for the week ended Feb. 20, 2010 at 460,000. Actual results were 496,000. For the week ended Feb. 13,
2010, economists expected new claims at 440,000 but missed again as new claims came in at 473,000, seasonally adjusted.
Unadjusted claims were trending better than seasonally adjusted data at this time. We are nevertheless led to believe that an
improvement to the labor situation is rather unlikely, at least through September 2010, in our opinion.

e Temporary and contract positions increasing, fueling new claims. Our sources in the recruiting and staffing industries indicate a
rebound in demand for temporary workers in various engineering fields in addition to certain type of software technology positions,
among others. Looking at historical trends in temporary employment obtained from Bureau of Labor Statistics data, we note that
substantial growth in temporary jobs is slow to accumulate when recessions end, thus we should interpret the current rebound as a
beginning and not as the middle of a strong cycle. It could take another 12- to 18-months for the current temp job rebound to gain
strength. We would note that the temp job cycle, since the 2001 recessions, appeared to be of lower than typical quality and duration,
in our view (see charts on the following pages).

e Workers struggling with choices over unemployment pay rates and new jobs offered at lower rates. We are hearing
numerous stories from our sources that new jobs are occurring at lower than historical wage rates, and many jobs offered today are
contract jobs involving 1099 payment systems. Non-exempt salaried jobs appear to be occurring at a slow pace. Workers are
reportedly struggling to determine if they should stay on long-term unemployment based on historical pay rates or go off
unemployment, take a new job at a lower pay rate than the unemployment pay rate. If the new job terminates for whatever reason,
then the new unemployment rate would be based on the latest job pay rate, thus moving the new and latest unemployment pay rate
significantly down the pay scale. Thus, a major resetting of wages is still unfolding in our view, dominated by a notable downward
shift in the overall wage level.

e Jobs in education and government point to major funding dilemmas as state budgets continue to deteriorate. Two major
sources of research into state budgets, including The Rockefeller Institute and the Center on Budgets and Policy Priorities, recently
indicated continued negative tax revenue trends, in addition to widespread reports of budget cuts and impending budget decisions
that would very likely impact state services including education. This could mean that one of the safety nets (jobs in education) could
be in trouble over the next two years, and certainly could be in trouble for as long as tax revenues continue along the currently
inadequate level in almost all 50 states, in our view. Seasonally adjusted version of government jobs seemed to be slightly
encouraging at this time (see charts), although we are led to believe that the price to pay for this could become less affordable within
the next two years as overall debt levels continue to increase against insufficient state tax revenue growth rates, in our opinion.

e Federal transfers to states continue, deficit spending dilemma intensifying. The pressure on the federal government to extend
TANF (Temporary Assistance to Families in Need) and similar unemployment benefit programs to the states, some of it through the
American Recovery and Reinvestment Act (ARRA) is very high. One report in the CBPP today said that the economy could lose
900,000 jobs in 2011 if various federal transfers are not extended. With various ARRA programs set to expire on 12/31/2010, we
believe the state budget crisis is intensifying, in our view, and could substantially impact employment trends later this year.

MARKET CONCERNS:

Fortunately, earnings season has been very successful especially in retailing, thus this news should not derail equities for now. The
markets seem to know that the labor situation is troublesome for growth. However, the market's focus seems to be mostly on earnings at this
time and less on macro issues. There was a significant dip in equities on Tuesday, Feb. 23, 2010 when The Conference Board’s Consumer
Confidence Index came in unexpectedly (very) low. We were surprised that the markets moved so much on that news when it should be
understood that broader consumer attitudes remain unimpressive. Therefore, we would tend to believe that equities will occasionally react
negatively to certain labor market and consumer survey news. In between “occasionally” we are more encouraged by earnings at this time as
the primary driver of equity markets.

SEE DISCLAIMER AND IMPORTANT DISCLOSURES AT THE END OF THIS REPORT
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State Level Budget Crises: Excerpts from Recent Reports by the CBPP

We are providing here, thanks to permission from the Center on Budget and Policy Priorities, their state-level budget warnings as
provided by the CBPP in a report dated February 25, 2010. http://www.cbpp.org/cms/?fa=view&id=3076. We would not be paying
attention if we did not state the obvious: that the state budget situation will very likely collide with the large number of newer municipal
bonds sold without insurance, setting the stage for a significant credit risk situation in the muni bond market in 2011, in our view.

=  Alabama’s governor is proposing a hiring freeze that would reduce the non-education state workforce by 2,000 workers by the end
of fiscal year 2011.

=  Arizona’s governor is proposing deep cuts to a range of programs and services. If enacted, her budget would: eliminate the state’s
children’s health insurance program (KidsCare), which covers 47,000 children; repeal Medicaid coverage for more than 310,000
adults with low incomes and/or serious mental ilinesses; make deep cuts to support for early learning by eliminating preschool for
4,328 children and eliminating state support for full-day kindergarten; and reduce the number of months that low-income families
can receive cash assistance through the Temporary Assistance for Needy Families (TANF) program, immediately eliminating
assistance for 10,000 poor families, among other cuts. (Under the governor’s plan, the repeal of Medicaid coverage would not take
effect if the federal government provides additional Medicaid funds.)

=  California’s governor is proposing deep cuts to health care, education, the state workforce and human service programs beyond
those already enacted. Specific cuts include additional deep reductions to Medi-Cal (Medicaid) services, a $1.5 billion reduction in
K-12 and community college funding in 2010-11, a 5 percent to 10 percent cut in state employee salaries, a reduction in monthly
grants to low-income people who are elderly or have disabilities, elimination of the state’s Calworks program (which provides
employment services and basic cash assistance for very poor families with children) and a number of other human service
programs, and elimination of funding to respond to enrollment growth in the state’s public universities.

=  Colorado’s governor proposes to eliminate a scheduled increase in K-12 funding that would cover enrollment and cost increases
and implement an additional cut of $223 million in school aid. He also proposes delaying payments to Medicaid providers and
cutting payment rates.

=  Connecticut's governor proposes cuts to early care, health care, and other services. Her budget cuts funding for a program that
provides child care subsidies to low- and moderate-income working families by 12 percent. It would increase health insurance co-
payments and in some cases premiums for more than 15,500 children and 124,000 adults, and would no longer pay for most non-
prescription medications, vision services, and eyeglasses for the adults. Other lower-income individuals who now receive subsidies
for purchasing health insurance from a state-run health plan would have to pay full price, with the likely result that many of the
roughly 13,000 participants in the plan would drop coverage entirely.

= Delaware’s governor proposes five days of furlough for teachers, state police, and other public workers.

= Georgia’s governor proposes cuts to education that would reduce K-12 spending by nearly 11 percent from pre-recession levels;
state university spending would be reduced by more than 9 percent.

= Hawaii's governor is proposing large cuts to the state workforce, including the layoffs of up to 1,198 employees. She also is
proposing elimination of a program that provides cash assistance to low-income senior citizens and people with disabilities;
elimination of the Department of Health’s Division of Community Health and Dental Hygiene Services; and curtailing the state’s
Medicaid adult dental services benefits.

=  The governor of Louisiana proposes a 3 percent cut in rates for certain Medicaid providers. These are in addition to rate cuts of
more than 10 percent since fiscal year 2009.

= Maine’s governor is proposing 10 percent cuts in payments to certain Medicaid providers (primarily to long-term care providers),
and a further cut in overall K-12 education spending beyond cuts already enacted.

»= The Massachusetts budget proposes a $174 million reduction in Medicaid provider rates and the elimination of restorative dental
services such as fillings and root canals for 200,000 adults, and virtually eliminates state funding for a program providing housing
vouchers to homeless families.

= Maryland’s executive budget proposal calls for a reduction of $123 million in Medicaid payment rates to hospitals, $330 million in
cuts to local aid relative to current statutory levels, and up to 10 furlough days for state employees.

=  The governor of Michigan proposes encouraging early retirement for state workers and teachers and eliminating one-third of the
state jobs left vacant. Her budget would reduce health benefits for new state employees and retirees, and eliminate a three percent
salary increase for many state workers. The governor’s budget also cuts funds to higher education. It eliminates a program that
gives college scholarships to 15,000 low-income students, and cuts back another one.

= In Minnesota’s supplemental budget, the governor cuts $250 million in local government aid, reduces funding for higher education
institutions to 2006 levels, and cancels state-subsidized health insurance for 21,500 working adults without children. He proposes
changes in eligibility for the state’s assistance to needy families program that eliminate cash assistance for 4,000 families and
remove 500 families from the program altogether, and requires 800 working families to pay more for child care. The governor's
budget proposal also eliminates a monthly cash grant to very poor single adults and childless couples who are unable to work.
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Mississippi’s governor is proposing to cut state aid to K-12 schools by over 9 percent, close four mental health facilities, and cut
most other agencies’ budgets by 12 percent.

In his proposed adjustments to the state’s two-year budget, Nevada’s governor proposes myriad cuts to health care and education.
Under his proposal, the state would cut reimbursement rates for health providers, and limit its willingness to pay for products such
as bedpans and adult diapers. Health insurance premiums would as much as triple for 22,000 children, some 6,300 adults would
lose access to vision services, and other services such as physical and speech therapy also would be cut back. The governor
proposes cutting K-12 and higher education funding by 10 percent, likely resulting in some combination of teacher layoffs, pay cuts,
or shortened school years. He also would reduce independent living grants to seniors, cut funding for local child welfare and child
protective services, furlough state workers one workday per month, and lay off 235 state employees.

While New Jersey’s new governor has yet to release his FY2011 budget, he announced plans to eliminate eligibility for a key state-
subsidized health insurance program for nearly 12,000 legal immigrant adults and to freeze new enrollment in the program for all
other adults in the current fiscal year.

New York’s governor is proposing a $1.1 billion cut to state education aid; more than $400 million in reduced payments to health
care providers and about $100 million in other health-related cuts; $143 million in funding cuts for four-year public colleges and
cuts to a financial aid program serving students from low- and moderate-income families; and the elimination of state revenue-
sharing aid to New York City along with a reduction in revenue-sharing aid to other localities.

The governor of Rhode Island proposes eliminating state reimbursement to cities and towns for the loss of revenue caused by
state legislation eliminating local taxes on the value of motor vehicles — a source of revenue equal to roughly 7 percent of local tax
revenues. He also proposes cutting state funding for K-12 education by more than 3 percent and higher education by nearly 6
percent below enacted FY10 levels.

South Carolina’s governor is proposing capping total enroliment in the state’s children’s health insurance program.

In Tennessee, the governor proposes reducing state Medicaid spending by 7.5 percent ($174 million). He proposes doing this by
capping the amount that the state will pay for an individual to receive inpatient hospital care each year at $10,000, which is well
below hospitals’ actual costs for many patients. He would also eliminate occupation, physical, and speech therapy services, and
allow no more than eight lab and x-ray procedures per year for adults. The governor’s proposal also would eliminate the jobs of
nearly 400 state workers.

Vermont’'s Governor recommends a host of spending cuts, primarily focused on human service programs and education, including
a 3 percent reduction in Medicaid provider rates, Medicaid premium increases, caps on some Medicaid services like the number of
emergency room visits, and an increase of 20 percent in the average number of students per teacher

Virginia's governor proposes to cut state funding for K-12 education by $731 million or 11 percent beyond the significant cuts that
have already been implemented. He proposes to eliminate all state funding for home health care services for Medicaid patients,
eliminate eligibility for Medicaid long term care services for approximately 2,000 seniors and people with disabilities, and freeze
enrollment in the state’s children’s health insurance program, which would deny enroliment to an estimated 28,600 children and
parents. He would require state workers to take five furlough days, and reduce state aid to local governments by $50 million. These
reductions come on top of the significant cuts to education and health care and 664 layoffs of state workers proposed in the original
budget.

Washington’s governor is proposing deep cuts to education and health care. She is proposing: eliminating two education programs,
both of which reduce class sizes and one of which provides professional development for teachers; cutting the state work-study
program as well as several smaller financial aid programs that help 11,000 students go to college; reduced funding for two- and
four-year colleges, likely resulting in administrative cuts, larger class sizes, and elimination of support services such as student
advising; and a 20 percent reduction in early interventions and 25 percent reduction in direct client services for HIV and HIV-
vulnerable populations.

Wyoming'’s governor is proposing cutting state aid for local governments by more than half.
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State Level Budget Crises: Q4 State Level Tax Revenues (courtesy Rockefeller Institute)

The following table and charts provides state level, and nationally aggregated tax revenue data, courtesy of The Nelson A. Rockefeller
Institute of Government (www.rockinst.org) for the fourth quarter of 2009. Tax revenues seem to be improving going into Q1 2010, but
our attention should be focused on the challenging deadlines to bring in a lot of tax revenues quickly before states begin making
substantial services reductions — as previously discussed by the state level data from the CBPP. In some states, the timetable should
be successful, such as Wisconsin; in many others, however, it seems that the amount of revenue required would not materialize fast
enough to detail the service cuts in states such as Georgia and Tennessee.
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Weekly Jobless Claims — Not Seasonally Adjusted Data Analysis
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=&=04 Change from June 30, 2007 (Credit Crisis Start) - Weekly (Not Seasonally Adjusted)
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===Not Seasonally Adjusted New Claims, Weekly, Year-over-Year % Change
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Source: Employment and Training Administration - U.S. Dept. of Labor. Interpretation: Global Hunter Securities, LLC. Copyright ©2010
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Disclaimer & Disclosures

This is not a solicitation or an offer to sell securities. This report should not be used as a complete analysis of the company, industry
or security discussed in the report. Additional information is available upon request. The price, price target, market cap, estimates,
opinions and other information in this report are subject to change without notice.

This material has been prepared by Global Hunter Securities, LLC ("Global Hunter") a registered broker-dealer, employing
appropriate expertise, and in the belief that it is fair and not misleading. Information, opinions or recommendations contained in the
reports and updates are submitted solely for advisory and information purposes. The information upon which this material is based
was obtained from sources believed to be reliable, but has not been independently verified. Therefore except for any obligations
under law, we do not guarantee its accuracy. Additional and supporting information is available upon request. This is not an offer or
solicitation of an offer to buy or sell any security or investment. Any opinion or estimates constitute our best judgment as of this date,
and is subject to change without notice. Global Hunter and our affiliates and their respective directors, officers and employees may
buy or sell securities mentioned herein as agent or principal for their own account. Not all products and services are available
outside of the US or in all US states. Copyright 2010.
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