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Market’s Valuation from Shiller’s Reference

Black Tuesday
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Market’s Regular Forward P/E Ratio
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Modest Inflation Can Be Good for Equities

Average Forward P/E (x)
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P/E Expansion Can Occur With Higher Rates

(Since 1930)
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M2 Money Supply At Trend
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Money Measure Have Little Economic Effect
(Velocity of Money: GDP/M2 Money Supply)

FRED .~/ —

e
2.2
2.1
2.0
1.9
1.8
1.7
1.6

1.5
1960 1970 1980 1990 2000 2010

; 9 IIIIIIIIIIIIIIIlIIIIII

14 1 »

Shaded areas indicate US recessions - 2014 research.stlouisfed.org

Source: Federal Reserve Bank of St. Louis


http://bairdinvestmentdigest.com/bid/default.aspx

The Wise Investor Group

U.S. Bank Excess Reserves
(Millions of Dollars)
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Commercial & Industrial Loans
(Billions of Dollars)
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Income Disparity Widening

Disparity among Millennials Ages 25-32
By Education Level in Terms of

Annual Earnings ...
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Income Disparity On The Rise

Rising Earnings Disparity Between Young Adults with
And Without a College Degree

Median annual earnings among full-time workersages 25 to 32, in 2012
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Top World Petroleum Producers

Yearly Data 12/31/1980 - 12/31/72012
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The Impact of Lower Oil Prices

We believe the net implications of lower oil prices are positive

Oil prices have

...creating concern

- about energy
e declined... spending...
oil
. Energy sector
prices Brent crude oil accounts for
down 28% ~30% of
capex spending
...energy cash flow And capex follows ;:.‘;:‘h;?nf:sret e
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S&P 500 Operating Margin (%)

U.S. Company Profit Margins
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U.S. Company Profit Margins vs. Wages
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Modest Wage Growth

(6-Month Annualized Change In Private Sector Wages)
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U.S. Margins Peak After Wages Rise

Peak in U.S. Margin | U.S. Hourly Wage Trough in Wage Lag (Months)
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S&P 500 Index Q4 2014 EPS Estimates
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S&P 500 Index FY2015 EPS Estimates
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Historical Perspective on Interest Rates
(U.S. 10-Year Treasury Yield)

18 -
16 - Yield Averages
10 Year .......... 3.50%
14 - 15 Year .......... 4.02%
20 Year .......... 4.60%
12 - 30 Year .......... 5.92%
40 Year .......... 6.89%
g 10 - 50 Year .......... 6.66%
% 1966-1982........ 7.59%
£ 8-
6 |
4 i
2 4
0

R T S R S S S A S S S S A S S S T A S S IR
R SRR AR GO SRR ARSI R R SRR R GRS S R ARG

Source: Bloomberg


http://bairdinvestmentdigest.com/bid/default.aspx

U.S. Real GDP Growth vs. Trend
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U.S. Bank Excess Reserves
(Millions of Dollars)
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U.S. Commercial Bank Loan Charge-Offs

Loan Charge-Off Rate
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Stronger Demand for Consumer Loans...
(Net % of Banks Reporting Stronger Demand for Consumer Loans, ex- Credit Cards & Auto)
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Berkshire’s Performance vs. S&P 500 In

Annual Percentage Change

In Per-Share

In S&P 500 with

Book Value Dividends Relative
of Berkshire Included Results
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Berkshire’s Float & Insurance Metrics

Insurance

1970 $39 Subsidiaries
1980 $237
General Re
1990 $1 i 632 Berkshige Hathaway Assurance Co.
Nation Fire & Marine Insurance Co.
2000 $27’ 871 Columbia Insurance Co.
2010 $6 5,8 32 National Indemnity
2012 $73,125
2013 $77 240

Combined Ratio
GEICO.....~ 93.5%
General Re.... ~ 95.6%

Source: Berkshire Hathaway's 2012 10-k, 2013 10-Q
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Berkshire’s Operating Companies
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Berkshire’s Public Investment Portfolio

PHILLIPS

12/31/13
Percentage of
Shares** Company Company Cost* Market
- - Owned -
(in millions)
151,610,700 American Express Company . ............ 14.2 § 1,287 § 13,756
- - 400,000,000 The Coca-Cola Company ............... 9.1 1,299 16,524
M 22,238,900 DIRECTV ... e 4.2 1,017 1,536 @bank.
41,129,643 Exxon Mobil Corp. .................... 0.9 3,737 4,162
13,062,594 The Goldman Sachs Group, Inc. .......... 2.8 750 2,315
68,121,984 International Business Machines Corp. . .. .. 6.3 11,681 12,778
24,669,778 Moody’s Corporation .................. 1.5 248 1,936
20,060,390 MunichRe ...... .. . ... ... ... .. 11.2 2.990 4,415
20,668,118 Phillips 66 . ... 34 660 1,594
Wa | Ma rt 52,477,678 The Procter & Gamble Company . ........ 1.9 336 4,272
22,169,930 Sanofi ... ... 1.7 1,747 2,354
301,046,076 Tescople ..o 3.7 1,699 1,666
96,117,069 US.Bancorp . ........................ 5.3 3,002 3,883
56,805,984 Wal-Mart Stores, Inc. .................. 1.8 2.976 4,470
—_— . 483,470,853 Wells Fargo & Company ................ 9.2 11,871 21,950
WE'L!"E Others ...... ... ... it 11,281 19,894
FHRG f‘] Total Common Stocks Carried at Market . . . $56,581 $117,505 DlRECTV

Source: Berkshire Hathaway’s 2013 10-Q
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Wells Fargo National Reach

704+ MM customers

9,051 stores
Store Distribution

Retail banking 6,172
Wells Fargo Advisors 1,368
Wholesale 767
Mortgage 744

e Platform bankers (1) 31,960
Financial advisors (2 15,285
Home Mortgage 10,737

® Wells Fargo Retail Banking stores consultants

m Wells Fargo Advisors offices

m Wells Fargo Home Mortgage stores Other Distribution Channels

ATMs 12,452

Online banking 22.9 MM

customers (3}

As of September 20, 2013.

(1) Active, full-time equivalent. Mobile customers (3) 11.5 MM
(2) Series 7 brokers.

(3) Regional banking online and mobile customers, based on 90-day active accounts.
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Wells Fargo by Market - Cap
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Wells Fargo by Return On Assets
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Rate (70)

Net Charge-Offs

(As a % of Average Loans)

Net Charge- Offs
WEC...... 0.32%

0.81%
BAC 0.86%
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Wells Fargo (WFC
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1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 ) 2005 | 2006 [ 2007 | 20048 2011 2012 2013 | 2014 2015 | =VALUE LINE PUE. LLC| 17-19
.58 1.12 117 a9 1.686 1.83 205 225 245 238 ] 282 335 4.10 4.25 |Eamings per sh & .00
31 440 A5 S0 55 5 53 1.00 1.08 1.18 130 48 B8 1.35 1.55 |Div'ds Decl'd persh S= 210
g7 | e7a)| 7e1| 7ol per] gsel qosa) gyet ] gaar | oqazq ] gena | 004 24l 2L L2a.z0.| 305 \Bgok Valus per sh 35.70
[TTeR T | Sooa T | 005 | SRTLE | 34728 | S4/25 | 2A72E | 34726 [ 23001 | 32841 | 42286 53555 | 52683 5250.0 | 5200.0 [Common Shs Outst™g T SE00.0
215 182 15.2 234 147 1389 143 135 137 1486 421 10.0 938 Boid Nggras are  |Awg Ann’l PIE Ratio 14.0
1.12 1.04 1.18 1.20 80 79 16 q2 74 T8 253 62 B2 alus|Line Relative PIE Ratio 50
1.6% 15% 21% 2% 23% 3.0% 32% 33% 3.2% 34% 4.4% 1.7% 27% ssEmaTss A Ann'l Div'd Yield 3%
CAPTAL STRUCTURE as of 930714 431741 | 481996 | 575442 J209639 M IBET (422968 PS2T0MS P5A5000 Je45000 |Total Assets (Smill) (1850000
LT Debt 51346 bill. Due in 5 Yrs $120.0 bill. J0E966 | 315352 | 376588 | BASEIT 750259 | 7E2514 | 811297 | 840000 | 875000 |Loans [$mill) 1250000
LT Interest 56.0 bill 16304 | 18451 a4 | 25143 42763 | 43230 | 4200 | 46000 | 48000 [MetInterest Inc ($mill) STo00
2333.0 4939.0 | 15879 TB9S T27 2308 G000 6500 |Loan Loss Prov'n ($mill) S000
= . . " 14445 16754 | 43362 40453 | 381585 47855 | 40830 | 43000 | 45000 |Moninterest Inc {$mill) 52500
Pension Assets-12/13 $9.4 bill. Oblig. 510.2 b 19016 T76A1 | 45020 | 50455 | 29253 | 50358 | 28842 | 59000 | 53300 [Moninterest Exp (Smill] | 600060
Pfd Stock 5194 bl Pid Div'd $1.3 bill. 70140 | 7E71.0 2655.0 12275 11632 15025 17329 | 20839 | 21600 | 22200 |Met Profit ($mill) 28000
e | 3356% 18.5% | 286% | 334% | 31.5% 320% | M19% | 33.0% | 33.0% |income Tax Rate 33.0%
Common Stock 5,250.00 mil. shares 164% | 1.59% ] 20% | 99w | =o% l11sm | 126w | 137% | 1.35% | 1.35% |Retun on Total Assets | 1.45%
T35B0 | TOoEEE 29383 | 267156 |203861 156983 123354 127379 | 152595 | 143500 | 150000 |Long-Term Debt {$mill) 170000
275646 | 40880 AT62E | 99084 (111786 |126408 |140241 | 157554 | 170142 | 174500 | 177500 | She. Equity [$mill) 210000
MARKET CAP: $280 billion (Large Cap) B.9% 8.4% 83% T6% 9.0% 10.1% | 10.6% 111% | 11.1% 11.0% | 11.0% |Shr. Eq. to Total Assets 11.0%
ASSETS[SMlII ] 2012 29“;1.3 g,la.u,lq.q 66.3% | 63.7% B55% | B44% | B10% | 584% | 57.1% 55.0% | 53.1% 53.0% | 53.0% JLoans to Tof Assefs G4.0%
8251 1297 5 18.9% 16.9% 7 1 b 0.2 T N EEEE -
—Sndgasréfl'd [ 3?3 3 g} 37 9{!- LS 932 1 -15.;::- 8.9% 5.9% _.;‘.:Ha 19“-!: 92% | 10.7% 11.4% 2.3% 12.5% | 125% Re[u!'n on Shr. Equity 13.5%
Ceruntes 235108 355007 J48951 - 0=z —c [ | 58% | E0% |roee=|=wowr = swwn (= sw5er = 3= [Retained to Com Eq 8.0%
Cther Eaming - - - - 45% 44%. -l-""ia 49% NMI 35% % II 17 26% 30% 33% J6% fAN Divids to Net Prof 2%
er 2675942 249918 3{]04?'!]. S S ——
LIABILITIES [SMill.) EUEIRESS el Fags L Company was formed by Mo merger of T 2T of loans; nonperorming assets, 2.11%. Has more than
Deposits 1002835 1079177 1130525 | Morwest and Wells Fargc: on 11/88, and is one of the largest bank 265,000 full-ime equivalent employees. Officers & direciors own
Funds Bormowed 57175 53883 62927 holding co. in the U.S. Has over ElIZIIZIIZI stores and 12,000 ATMs, about 1.0% of commeon siock (Proxy 3/M14). Chaimman, President &
Long_Termn Dekit 127379 152998 184586 | with offices in more than 35 counthes. melud ng the US., Canada, Chief Execufive Officer: John G, Stumpf Incorporated: Delaware
o?lf.qu ity ?ggfg 1 g gé;‘s %‘2*2; Caribbean, & Central America Acguired Wachowia, 12/03. At Address: 420 Mentgomery Street, San Francisco, CA 94104. Tele-
Total 1452960 1597015 1636055 QI14: net charge-ofifs, 0.32% of loans; alowance for loan losses,  phone: B00-292-9932. Intemet: wanw wellsfargo. com

Source: Bloomberg, Value Line, As of 11/14/14
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Wells Fargo (WFC)

LoanlossResrv. 17060 14502 12681 | Wells Fargo remains a leader in credit nine basis points, to a still-decent 3.06%.
ANNUALRATES  Past  Past Estd'11-13| quality among its big-bank peers. Net On the plus side, the efficiency ratio im-
of change (per sh) 0¥ 5¥s  to743 &arge-uffs, the allowance for loan losses, proved 140 basis points, to 57.7% (a lower
IE%?‘II'I-I;‘IQS EEE 1%% ;,lgg and nonperforming assets improved to number is better).

Dividends 115% 60% 165% | 0.32%, 1.61%, and 2.11%, respectively, in We have adjusted our share-net es-
Book Value 1M0% 11.3%  33% | the third quarter. (Those respective fig- timates for both this vear and next. An
Total Assets 5% 163% MMF ) yres stood EF!II 0.48%, 1.93%, anF::lE 2.55% ign expanding footprint of banking locations,

Cal- NET LOANS [$Ml) the year-earlier period) Tier-1 common rising loans, and higher credit quality
endar |Mar31 JunJ0 Sep.0 Dec.t equity increased 13.5% year over year, ris- should lift revenues to record levels in

011 F29172 73028 740067 750259 ing from $120.3 billion (under Basel I) to both 2014 and 2015. At the same time,

2012 F4T650 756479 TER245 TAI514 £136.5 billion (under Basel III). Moreover, declining loan losses and a solid net inter-

213 f83255 783830 797166 811297 the Tier-1 common equity ratio, a measure est margin (probably in the range of

2014 12745 615841 826201 840000 of financial strength, expanded from 3.00%-3.30%) should bolster the bottom

2015 p48500 837000 866000 875000 10.60% in the prior year to 11.16%. The line. We have trimmed a nickel from our

Cal- EARNINGS PER SHARE 4 Full | lender will likely finish the current year earnings targets for both 2014 and 2015,
endar |Mar31 JunJ0 Sep30 Dec.J1| Year| with nearly $140 billion in Tier-1 common due to a  slightly narrower-than-

WM | &1 1 72 73| 18| equity and a ratio of 11.00%—11.50%. anticipated net interest margin, but still

021 75 B 88 M| 3¥%| Loan and deposit advances have been expect share net to advance 3%-3% in

013 | 82 88 59 100 | 389 solid in the current vear, setting the each of the next two years.

0141105 101 102 102 | 410| stage for decent results in 2014 and Wells Fargo shares have had a nice

W5 ) 108 105 105 107 | 48] 2015. Loans on the balance sheet rose run in 2014. The stock is up 25%-plus

Cal- | QUARTERLYDMDENDSPAIDB= | Full | 3.6% in the September period, from the from its 52-week low, outpacing both the
endar |Mar31 JunJ0 Sep.0 Dec31| Year | previous year, to a record $826 billion, broader market and equities of other large

molos o B K 20| while deposits increased 8.5%, to $1.13 financial institutions, including rivals

m |2 12 12 12 43| trillion. Although a growing deposit base Bank of America, Citigroup, and

P O L B | tends to keep the cost of capitalp?n check, JPMorgan Chase. Moreover, ﬁ:ng—term to-

2315 0 A A | 193] more cash and short-term investments tal return potential is still decent.

e B 5 caused the net interest margin to narrow Sharif Abdou November 14, 2014
(A) Based on diuled shares. May not sum due | June, September, and December. m Dividend Company's Financial Strength I, A
to chiange in share count andlor rounding. Mext | reinvestment plan availabie. Stock's Price Stability 73
eamings report due in mid-fanuary. (C) In millions, adpested for stock split Price Growth Persistence v B
(B) Dividends historically paid in early March, Earnings Predictability 50

& 2014 Value Line F'uhliﬁl'in% LLC. Al rights reserved. Factual matenal is obtaned fom sources befeved to be refiable and is provided without warranbies of

THE PUBLISHER IS NOT RE

amy kind
PONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is sirictly for subscriber's own, non-commercial, intemal wse. P?b part
of it may b repeoduced, resold, simed or wansmitted in any pnted, dedronic or oifer fom, or i

for generating or markedng any printsd or eleconic publication, senvice or product

%1 To subscribe call 1-800-VALUELIKE

Source: Bloomberg, Value Line, As of 11/14/14
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Met Life’s Income Portfolio

Securities Not
Policy Loans, 2.2% Classified, 8.3%

Real Estate
Investments, 1.9%

Equities, 0.5%

Mortgage Loans,
10.7%
Corporate Debt,
28.0%
Other Short-term
Investments, 3.2%
Cash &
Equivalents, 3.0%
Other ABS, 3.0%
RMBS. 7.0% U.S. Gov't &
’ Agency Securities ,
9.0%
Non-U.S. Gov't

Securities, 10.8%

Public Utility _State & Muni

0,
CMBS, 3.6% Debt, 6.0% Securities, 2.8%

| $532.8 billion portfolio with an average duration of 8 years ] -

|

Analyst estimates
suggest a 100 bps rise in
the U.S. 10 year Treasury

could be accretive to
Met Life’s earnings by
$0.20 per share. Over

time, earnings could
continue to improve if
investments are made in
higher yielding

securities.

Source: Bloomberg, Baird, SNL, As of 1/14/14
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Met Life’s Revenue Breakdown

5%

® The Americas
Asia
m EMEA

Source: Bloomberg, 1/23/14
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Historical View on Life Insurers
(Price-to-Book Value less AOCI)

Figure 1: Life Insurance: Historical P/'BV
Based on book values ex. AOCI

2.0 "
1.8 -
1.6 -

"4 Average = 1.2

Y ™
1.0 -
s =
06 -
0.4 -

0.2 - - - - - - - - -
12/04 12/05 12/06 12/07 12/08 12/09 12/10 1271112112 12/13

Actual Prsv — A verage PIBV

Source: Bloomberg, JP Morgan, 1/14/14
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Historical View on Met Life
(Price-to-Book Value less AOCI)

Metlife
1.8 -
1.6 - s P /B X AOCI
1.4 - — Avg P/B
1.2
0.8 -
0.6 -
04 -
0-2 T T T T T | T
T 2 2. 2. @ 2 2. L2 2 2
%0 N % 2o 20 Zo 20 2 2o 2
e Ze) % o) e >, 2 % e %
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t4 iy (Y > (4 90 o 7 < >

Source: Bloomberg, As of 11/13/14
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Met Life (MET)

(1997 — Present)
$54.41, 2.56%

METLIFE |NC RECENT ?2 PIE 9 4(Trai'ng: s.u) RELATIVE U 53 WDM}!
. « NYSE-MET PRICE . RATIO " Median: 10.0 /| PIE RATIO W, YLD . 0
N —— 5 -
mmeumess 3 wwsaezne | den ] 1] s1s] szel ol Ziz| sge| 43| 3| Il =] | =E Target Price Range
SAFETY 3 Lowered 41709 LEGENDS
BS x ;arnl_ngsg: sh 128
TECHMICAL 3 lowedagsns |, .- Relslive Prce Stength
oars: Wes . (e
BETA 1.35 {1.00 = Market) Shaded area indCales recessonm a0
207719 PROJECTIONS ol 64
_ " Anayl Total o — | Y TR A N EEErY e 13
) Price Gaul_ Reh:[n L T Mol T, F—— . 40
fe 88 S 3l f e 5
Insider Decisions il NEEE T} 24
T f
by BOoEMEMIS I 16
Dticps 0 3 18 128 100 | e . e | 12
Sl 1 300 10010 SRR [ % TOT. RETURN 914
Institutional Decisions | -.... .. o STIJI:IA'.?K ,,_Imu
0B o5 '%de 4%7| Borcem 24 P PRTASTY] 1yr. 173 o5 [©
o 5e 420 20 283 | poded a T 1T TN AR AR | i o 3 yr. 1041 842 |
Hid's{080) 840824 838006 B50724 ot gl To g A TR NI TR AR AR AR RO AR Sy €04 O44
Meilife was creaied by the demuiualiza- [ 2004 | 2005 [ 2006 [2007 [2008 [2009 (2010 2011 [2012 [2013 [2014 [2015 | SVALIUE [INEPUE. LLCT17-19
tion of the Metropolitan Life Insurancs com-| 3047 | 3282 | 3512 | 3625 | 3569 | 3231 | 2779 | 2437 | 4262 #4167 | #2.25| 43.25 |Premium Inc per sh 47.85
pany on 4700 In the demutualization, the | 1ess5| 1985 | 2286 | 2606 | 2053 | 1543 | 1757 | 1853 | 20014 1835 | 19.25| 19.55 |Inwestment Inc per sh .75
policyholders’ interests were converted into 5.21 625 | 367 | 287 435 | 445 s28| ss83| se0| 690 |Eamings persh & 785
Meilife common stock. The initial public of- 58 T4 T4 74 T4 T4 74 1.0 1.33 1.49 |Div'ds Decl’'d per sh B 1.80
fiering was concument with the demutualiza- 4494 | 4824 | 2726 | 37E8 | 4648 | 5454 | 5712 5299 | 62.30 | 66.90 |Book Value per sh 78.20
ftion, and was undenaritten by Credit Suise= T e eI Ll T T Lommon ensouerg = | T1o0.0
First Boston and Goldman Sachs for 115% | 134% | 186% B2% Bl T2% 50% ES% | Boid ngdres are |Price to Book Value [ 13
202 000 shares at $14.25 each. 102 103 13.8 10.8 2 B.B 6.5 k| Walus|Lme Avg Ann'l PIE Ratio 85
55 55 83 72 59 55 A5 SemmEm=s Relative PIE Ratio 55
CAPITAL STRUCTURE as of 6/30/14 1 1.2% 1.1% 1.1% 1.5% 2.4% 1.8% 1.9% 2.3% Avg Ann'l Div'd Yield 2.6%
Total Debt 520,076 mill. Due in 5 ¥rs $5000 mill 24860 | 26412 | 27685 | 28324 | 26460 | 27384 | 36361 45750 | 47760 | 49100 |Premium knc [$mill) 55000
ik Sl L 1ag10 | 17122 | 19008 | 16296 | 1508 | 17am | 1ee0e 20534 | 21760 | 22200 |Investment Inc ($mill) 25000
==k mtapl) 12710 | 13620 | 15330 | 45570 | 75590 | 83620 | 10335 1954.0 2000 | 2100 |Other Income (Smill) 2000
Leases, Uncapitalized: Annual rentals $320 m 41041 | 44966 | 48434 | 49177 | 49108 | 53079 | 66305 £9295 | 71520 | 73400 |Total Income (Smill) 82000
31110 | 33378 | 35295 | 33575 | 34918 | 25428 | 22506 43933 | 45500 | 46500 |Benefits & Reserves (Sm)| 51600
Pension Assets-12/13 56024 ma. ) 274 | 264% | 298% | 287% | 212% [283% | 2w 256% | 27w | 27.0% |income Tax Rats 27.5%
Pid Stock 52 1 ba. Pmc’nb.rl:_géf:??‘?f ’_”'" 33337 | 40180 | 47620 | 2681.0 | 24670 | 38800 | 47580 5409.0 | 68710 | 7010 |Net Profit smill 7900
(3% of Cap'l) X 45 310 3.3 3T 3B 42 4.1 4.3 4.5 4.6 |Insurin Force ($tril) 55
Common Stock 1,124,725,035 shs. © | asee08 481645 | 527715 | S58562 501678 (539314 |TI0006 |790625 BES29E | 930000 | 965000 |Total Assets ($mill) [10L0000
as of 7/31M4 22524 | 20401 | 33796 | 35179 | 23734 48625 | 50797 £1553 | 72500 | TEOOO |Shr. Eguity [$mill) 22000
MARKET CAP: 550 billion (Large Cap) 112% | 11ss |10 [ 13.5% | 121% B0% | 7ow 10.4% | 9.0% | 9.0% |Return on Shr. Equity 8.5%
FINANCIAL POSITION 2012 2013  6/3014 S7% | 99% | 102% | 1156% 5 5% E5% | 6= 57% | 6.5% | 6.5% |Retained to Com Eq 6.0%
Bm'g;"—'ﬂ] 374286 3ISOMET 357056 13% | 14% 15% | 14% | 25% 23% | 19% 19% 25% | 26% |ANDiv'ds to Net Prof 28%
F{J;'i_&%.a -::-asns ?T%E ??;g% ??%gg BUSINESS: Mesilife, Inc i_s_t"e Iarge:_st life insu_ral:lc:e COMpsany in C-::mEar'yr 1110; Trawelers Life &A"r!ui‘l'gr TS, Genfmerica, 1/00.
=r 303625 465647 475056 the LS., with about $4.3 frillion of ife insurance in forcs. it also isa Has 64,000 employess. Officers & direciors own less than 1% of
Total Assets S35781 SB5798 911190 leading group mon-medical health nsurer & prowvides financial serv-  common stock; Metlife Policyholder Trust, 16.9%; BlackRock,
Res'ves, Claims 418172 418487 427503 ices to nsfitvtions and individuals. Serves about 90 milion custom- 52% (314 proxy). Chaiman, President & CEO: Stewen Al
neam Prems - - - - - ers in ower B0 couniries. Premisms, §7% of "13 revenues; inwesi- HKandaman. Inc.o DE. Address: 200 Park Awenue, Mew York, NY
§“ arate Accounts 21132}2% 3517';52]1 3%&22 ment income, 30%:; other, 3%. Acguired American Life Insurancz 10166, Telephone: 212-578-2211. Intemet weanw.metife_com

Source: Bloomberg, Value Line, As of 11/14/14
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_Met Life (MET)

Other 118258 86663 93358
Total Liak. 771823 823743 ©40838
ANNUAL RATES Past Past Estd'{1-13
ofchange jpershl  10¥rs.  5¥rs.  fo'M749
Premium Inc 35% a% 5%
Invest Income 15% 40% 25%
Eamings 9.0% 5% 85%
Dividends 145% 40% 105%
Book Value B0%  B5S%  60%
cal- QUARTERLY INCOME [$ mill) Full
endar |Mar3f Jun. 30 Sep. 30 Dec. M| Year
2011 | 16011 16053 16150 16746 | 6560
2012 | 15916 18338 16R03 17333 | 6150
2013 | 1697h 17042 16ROO 1A3A2 | 69298
014 | 17116 17801 17600 19003 | 71520
2015 | 17500 18200 18000 18700 | 73400
Cal- EARNINGS PER SHARE & Full
endar |Mar31 Jun.30 Sep. 30 Dec. 3] Year
| 123 113 83 116 | 445
012 | 137 133 132 126 | 528
013 | 148 144 134 137 |5ED
014 | 137 130 139 145 | A6D
15 | 148 146 154 162 | 61D
cal- | GUARTERLY DMOENDSPAIDE | Fun
endar |Mar3t JunJ0 Sep.30 Decd1] Year
o | -- -- -- 7 14
| -- -- - 14
iz | -- -- -- 7 74
3 | 18 LTI T L T I N
014 | 20 35 35

Profits for MetLife have been under
much pressure durinﬁ 2014. The Group,
Voluntary & Worksite Benefits division is
suffering from less favorable mortality ex-
perience, reflecting challenges within the
roup universal life and group term life
Eusinesses. To make matters worse, unfa-
vorable changes in foreign currency ex-
change rates have weighed down opera-
tions in Asia. On the positive side, the
Retail, Corporate Benefit Funding, and
Latin America units have performed nicely
of late. 5till, the bottom line might be
about flat this year, at $5.60 a share, rela-
tive to the 2013 figure. Even so, we antici-
te an earnings recovery in 2015, per-
aps to $6.10 a share, supported partially
by cost-reduction measures and product
introductions.
Meanwhile, the New York-based com-
pany has been "preliminarilg'“ desig-
nated a nonbank systemically impor-
tant financial institution (SIFI). Basi-
cally, that means it would be required to
keep more capital on hand to act as a
cushion in the event of an economic
downturn, thus constraining MET's finan-
cial flexibility. Management argues that it

would not be fair if MetLife and other big-
time companies (particularly Prudential
and AIG) were under one set of rules,
while other firms in the industry resided
under another. As a result, the company is
considering what options it has available
under the Dodd-Frank Act. (A final deci-
sion is expected to occur sometime in
2015.) In our opinion, even if things don't
5{: MetLife's way, this would not be a
evastating blow.

The equity offers a decent amount of
current dividend income. Too, our
2017-2019 projections show that addi-
tional, steacﬁ,r increases are likely to take
place. The payout ratio over that span
ought to be in the 25% to 30% range,
which is reasonable.

There are some things to bear in
mind, though. For a start, these shares
are ranked to just approximate the market
in the year ahead. What's more, capital
appreciation potential out to decade’s end
is lower than the Value Line median. Last-
ly, the Beta coefficient of 1.35 indicates
tﬁat the stock has a heightened level of
volatility.

Frederick L. Harris. Il October 10. 2‘;[1!_ o

(A) Diluted operating eamings. Excl. dizconfin- %DEEEE?} |:§11|j35}: o7

ued operations: 03, 40¢; 05, 52.09; '06, 34.14; | 08,

(S0.6T); ‘08, $0.4T; | due i rounding.
rm.:asj}:L 11, (5.2 12 o

nonrec. gainsiflosses): ‘03, (44¢); '04, 28¢; '03, | ings report due early November. May not sum | {C) In millions.

= 2014 Value Line Publishing

THE PUELISHER IS NOT RESPONSIELE FOR ANY ERRORS OR OMISSIONS HEREIN. This
of il may be reproduced, resold, stored or ransmitied in any privied, Aledronic or other fom, o
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(B) Beginning in 2013, dividends paid mid-
07, 26¢; 0B, (40¢); '09, 5¢; 110, 1¢. Excludes | ($4.20); 13, (82.72]; "14, (30.45). Next eam- | March, June, September, and December.

Company's Financial Strength ~ ,7 &
Stock's Price Stability ] =
Price Growth Persistence 1 13
Eamings Predictability 55

To subscribe call 1-800-VALUELwE

Source: Bloomberg, Value Line, As of 11/14/14
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Negative Headlines

“Cisco highlights the vulnerability of legacy Tech, regardless of valuation
and cash position...”

“Apple is rotten to its core...”

M e L4 L4 o o
BNI is 1 ° “Apple sentiment remains poor as investors were quick to pooh-pooh
‘ L4 o
“I better than expected iPhone units.”

“IBM miss highlights divergence between OId Tech and New Tech”

€€
Large cap Tecp — th )
Valuatioy, . » 1€ Just has 4, be
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Balance Sheet Strength

(Russell 1000 Index- Long Term Debt-to-Capital- Weighted Average)
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Source: Bloomberg, Artisan Partners, As of FY 2013
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Return on Capital
(S&P 500 Index vs. Selected Tech Stocks)

S&P 500 CcSsco AAPL

Source: Bloomberg, Trailing Twelve Month, Quarterly
Data, As of 1/23/14
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Return on Equity

(S&P 500 Index vs. Selected Tech Stocks)
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Cisco Systems (CSCO)

(1997 — Present)
$25.95_ 3.00%

Py
RECENT 4 86 PIE Trailing: 12.1 U 64 DivD f
NDQ-csco . RATIO 70 \ Median: 13.0 .E RATIO YLD ‘1 /0
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Cash .-'-\.s.se =0 48716 5061 52074 USINESS: Cizco Systems, Inc. is a leading provider of Internet - Socared Wi these products. Foreign business accounted for
Fecat‘éame.?:wo ‘}g‘zg 5“;‘;5 -ﬂﬂ b Protocol-based networking and ofher products for ransporting data,  41.1% of 2014 revenues. R&D, 13.5% of rewenues. Has about
Ooarony ) 7158 To5S gogo | woice. and wideo ascross geographically dispersed local-area- 75,049 employees. Officers/Direciors hold less than 1.0% of stock;
Cument Assets B1933 B5571 B7iid4 | networks, mefropolitan-area networks, and wide-area metworks BlackRock, 5 6%. (913 proxy). Chrmn. & CEQ: John T. Chambers.
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Cisco Systems (CSCO)

gmf;nmab 1?%1 Eﬁg Egg Cisco Systems posted July-quarter re- and security. We think the restructuring
' —— sults that were in line with our es- provides evidence of the company’s dedica-
g{ml-[ggfs 1';?;;. EP .?f:. ES{}!‘;_?‘-E“ timates. Earnings per share of $0.55 came tion to earnings growth.

REVENLES 120% 75% SD‘}% in a penny above our estimate while reve- The order book is mixed. Ciscos
LCash Flow”_ _ _125%_ 11.0% nues were flat year over year. Routing preferred performance indicator is orders,
'Eﬂ'@ﬂés 130%T TR EE;{: sales decreased 7% as continued double- as they usually hit the income statement
Aok ae — — g 4nc _ a5yl digit growth in some high-end routers and two quarters after they are reported. Over-

Froeal | QUARTERLY REVENUES S milj & | Far | Strone demand from Internet companies allcFrnwth of 1% in the July quarter in-

Year fs mil Fiscal| were offset by softness from optical and cluded US. service provider down 9%.

Ends [OctPer Jan.Per AprPer JULPEr) Year | .\ hile customers. Switching sales fell 4% FEurope, Middle East, and Africa growing

a1 10750 1[I;I:IIII? 10ege 11195 143118 | o demand for campus devices remained 2%; and Asia/Pacific falling 7%. China was

%g:; :Hg?g :ﬁ; H?ﬁlg Hﬁg ‘Egﬁ; weak, offsetting solid growth from cloud Eartjcularl_'g.f bad, down 23%, which we

314 |10085 19455 11545 12357 |47140 | Providers, financial services firms, and blame on difficult price competition from

2015 12150 12100 12200 17550 | aspog | techmology companies. We think it will low-cost vendors like Huawei.

Fiecal | EARNINGS PER SHARE 22 zar| take more time for the sales team to Guidance is not very Encour‘HFmg The

Year |0 nar Jan Per AncPer JulPer| izcal| transition its customers from the Nexus company doesn't expect a significant im-

Ends bkl — TE",'J 7000 line to the Nexus 9000. Cisco contin- provement in demand from emerging mar-

%g:; E i-fl:. ‘:E j? }gj‘j ues to perform well in the data center Eets or service providers. October period

w3 | 1 51 s g | gp|space (30% gains) thanks to continued guidance calls for non-GAAP earnings Qelr

e | =1 a7 5 & | | strength from its Unified Computing Sys- share to fall in the $0.51-30.53 range. We

05| 52 5 s 5| 215] tem, now a $3 billion-a-year busmess are keeping intact our full-year fiscal 2015

QUARTERLY DVDENDS PAD € Cisco is cutting jobs. I;;Ians EPS of $2.15. _

ol e e SepD Dec31 Hull'l terminate 6,000 positions, or ruug ly 8% of These timely shares may interest con-

2010 - its workforce, which would be around six servative investors. Cisco appears to be

- ® o o | gl times the number of layoffs in fiscal 2014. doing what it can to stay competitive and

el © Bw % zy| The plan involves reinvesting the cost sav- maintain earnings momentum over the

2013 |- 7 7 1 7| ings into its most l::rnrnlsmg growth areas long haul.

wd | 17 9 9 like data center, cloud services, software, Kevin Downing September 19, 2014
(A) Fiscal year endz on last Saturday in July | (14¢). ‘01 includes 5015 inventory writeo'. | stock splits. (D) Long- and shorl-ferm invest- | Company's Financial Strength ,"ﬁ#\‘
{four 13-week quarters). (B) Diluted eamhgs. May not sum due fo rnunu:lng Mext egs. mpud ments in cument assets beginning in fiscal | Stock's Price Stability &0 “
Excludes nonrecuring items: '99, E?:; due mid-Nov. GAAP eqs. prior fo 201 stedp 2006. (E} Dividend commenced March 23, | Price Growth Persistence v @y
(17g); 01, (3¢, 02, (14¢); 03, (3¢}, '04, | forma thereafter. (C) In mill ions, adjusted for | 2011, paid in kate Jan., Aprd, July, and Oct. Eamnings Predictability 83

] regmed Fachual matesial &= obtaned from sources believed o be refable and is provided wihout wamanbes of an

kind.
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Apple Inc. (AAPL)
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CAPITAL STRUCTURE as of 6/28/14 | szren | 13sa1 | 15315 | 24008 | 32479 | 3esar | eszos [ios2¢e [1seses (17010 | 180500 [ 197500 [Sales (Smily & 265000
Total Debt $31040 mal. Due in 5 Yrs 510000 mill s7% | d3as | 439% | 197w | 2oe% | 2205 374% | 206% | 31.5% | 31.5% loperating Margin 31.5%
LT Debt 329030 mill }IBL';W foﬁg;:ﬂlﬂ'u mll. 1500 [ 179.0 | 2250 | 317.0 | 473.0 | 703.0 32770 | 6757.0 | 7000 | 7500 |Depreciation [Smill) D 9000
Leases, Uncapitalized Annual rentals $610 mill, 276.0 | 12540 | 19890 | 34850 ! 41733 | 37037 | 37800 | 40200 |Net Profit smil) 55000
ol o o o o o o e e b T 0% | 30.9% | 20.4% | 30.2% & 405 | 252% | 252% | 26.0% | 26.0% [ncome Tax Rate 26.0%
I| Mo Defined Benefit Pension Plan Bas | o0% | 103% | 146% | 140% [ e5emw | 205% | 230w | 267w | 217% | 20.9% | 20.4% |Net Profit Margin 20.8%
| Pfd Stock None 750 | GEIG0 | BO360 | 12657 | 20598 | 16983 | 20955 | 17016 | 15111 | 209628 | 22000 | 25000 |Working Cap’l [Smill) 35000
- A el e e ol A -- - -- -- - - - --| 16550 | 28000 | 29000 |Long-Term Debt ($mill) 20000
&7 86T n - . - ; ;
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T4% | 168% | 19.5% | 221% | 230% | 783% [336% | 353% | 2655% | 25.5% | 26.0% [Return on Total Cap'l 26.0%
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Apple Inc. (AAPL)

Curent Liab. 82 43658 485 I'Fiscal 2014 (ended September 27th) infusion at a time when Apple is trying to
ANNUALRATES Past  Past Est'd'11-13| lJooks to have been a solid bounce- build a line of smart wearable devices.
E.T;'J';“-‘E [persh) 1%4“55'% igrg'% t‘;ggg back vear for Apple. Recent results have New products will probably support a
st Elowie = = 5= 534% = 4345 | been pretty encouraging for the tech giant, double-digit share-net rise in fiscal
ings 9%6.5% 575% 13.0% _Pwith share net climbing nearly 20% during 2015. Leading the charge should be two
v T ETDN 4R 0% 1 the June interim. The bottom line was newly unveiled smartphones, the iPhone 6
Book Valle 0% de0R  Ted% buoyed by robust iPhone sales (35.2 mil- and ?Fhunf- 6 Plus, which feature 4.7-inch
Frecal|  QUARTERLY SALES{Smil) * | Full | Jion units were sold in the period, 13% and 5.5-inch displays, respectively, alon
Ends |Dec.PerMar.Per Jun.Per SepPer) ear | more than a year earlier), especially in the with improved batteries, cameras, an
201 pPer4t dee7 26571 28270 P82 | developing BRIC countries (ie., Brazil, software. The bigger screens — they com-
2012 46333 39186 33023 3966 M1%5508| Russia, India, and China). This strength, pare with the smaller 4-inch display on
2013 P47 43603 33313 3L W0 coypled  with  stable commodity costs, the iPhone 5 series—ought to enable Apple
%g:‘; 215533 ;ﬁ ﬂ"ﬂjﬁ iﬂiﬂl :g?%g helped the gross margin, and offset further to better compete with ESamsung. its prin-
struggles from the iFad tablet franchise. cipal rival. Moreover, they should enhance
Fieeal|  EARMINGSPERSHAREAE | Full | Tha  company, meanwhile, continued the company's position in the growing
Ends |Dec.Per Mar.Per JunPer SepPer| Year | to put its cash hoard to work this past smartphone market. Another product
M 2 51 11 101 | 3% year. Indeed, Apple bought back stock ag-  that's set to hit store shelves in 2015 is an
M2 | 198 176 133 124 B3 S reccively and increased the quarterly div-  “Apple Watch,” which will be available in
2013 ,1]-9? 144 1-E-‘r 118 1 386) idend payout. (The yield is around 1.8% at versions from plastic to gold. And a new
%g:g }DJ; }gg hﬁ :gﬁ ﬁg present.) It also completed the largest ac- payment system, called “Apple Pay,” looks
- : : - : uisition in its history, purchasing Beats promising. Developed in partnership with
Cal- | CUARTERLYDVIDENDSPAD® 1 Full | Electronics for $3 billion. That deal, final- the nation's leading credit card outfits, the
endar |Mar.31 Jun.J0 Sep.30 Decdt] Year| j,ny ip early August and expected to be application aims to simplify consumers’
L e earnings accretive right away (this is un- lives by replacing the conventional wallet.
L o .| usual in the technology space), has given Timely Apple shares continue to hold
g“g T 4% ﬂgﬁ igg 1]';5 the company successful headphone and both short- and long-term appeal. In-
| = & &5 | music-streaming businesses to leverage vestors are encouraged to take a look.
' } ' globally. And it has provided a nice talent Justin Hellman October 3 Add
(A) Fiscal year ends last Saturday in Septem- | 1¢; 05, 2¢; loss: '02, 1¢. Next 2amings report | $0.91 a share. (F) New dividend policy adopted | Company's Financial Strength 7 A+ \
ber. (B) Diluted eamings. Quarters may not due late October. (C) In mill, adgusted for M2, Payments typically made in Febnuary, Stock's Price Stability I 70\
add to tofal due fo rounding. Excludes non- sElit.s‘.JDéﬁDq:rechﬁun on accelerated basis. | May, August, and Movember. Price Growth Persistence g5 J
recuming gains: 98, 1¢; '94, 4¢; 00, 3¢;°'01, | (E) Inclugdes intangibles. In 2013, 35755 mill, Eamnings Predictability G0
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Putting Apple’s Cash Position in Perspective

Cash, cash equivalents and marketable securiis §$155J239 5146761  §121251
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Geographic Revenue Segmentation

Apple (AAPL) Cisco (CSCO)
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Source: Bloomberg, As of FY2013
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Comparing Price-to-Earnings Ratios
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Tech Sector Free Cash Flow Margins

(Russell 1000 Index- Weighted Average)
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Dividend Growth Story?

400/ - . . . -
° Dividend Payout Ratios 3.5% - Dividend Yield 2015 Estimated
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EOG Resources (EOG)
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A Brighter Future, From the Ground Up




RW Baird Makes a market in the following securities from this presentation:

Apple Inc (AAPL)

Berkshire Hathaway “B” (BRK/B)
Cisco Systems (CSCO)

EOG Resources (EOG)

Metlife (MET)

Tronox Ltd (TROX)

Wells Fargo (WFC)

Nancy Popovich and Chase Hinderstein own shares of these companies
in their personal and family’s portfolios.




