MEMORANDUM

November 14, 2008
To: File No. S7-14-08

From: Scott H. Kimpel
Bradley J. Bondi
Office of Commissioner Troy A. Paredes

Re: Indexed Annuities and Certain Other Insurance Contracts

On November 12, 2008, Scott H. Kimpel and Bradley J. Bondi, Counsel to
Commissioner Troy A. Paredes, met with the following representatives of American
Equity Life Holding Company: Kevin R. Wingert, President, John Matovina, Vice
Chairman, and Wendy L. Carson, Chief Financial Officer and General Counsel. David E.
Franasiak and Joel G. Oswald of Williams & Jensen, PLLC, counsel to American Equity
Life Holding Company, also attended. The participants discussed proposed rule 151A.
The representatives of American Equity Life Holding Company also provided the
accompanying discussion materials.
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Fixed Index Annuities = Fixed Annuities

West Des Moines, IA 50266 |

B Fixed Index Annuities (“FIA’s) are fixed annuities.

B The 151A release incorrectly equates the purchase of an FIA
with an investment in a market index.

B The only difference between a traditional declared rate

annuity and an FIA is the manner in which annual interest is
calculated.

B In both cases, full contract value, including premium plus
interest credited in all prior years, is exposed to no
investment risk.
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Comparison of Annuities

Declared
Rate Annuity

Fixed Index
Annuity

Guarantee of premium and minimum
interest

Annual interest at rates declared by the
insurer

Annual interest linked to an external index

Tax-deferred growth

No up front sales charges or annual fees

Penalty-free 10% annual withdrawals
starting in yr 2

Penalty-free systematic interest
withdrawals

Surrender charges apply for withdrawals
above 10%, waived at death

Additional liquidity upon nursing home
confinement or terminal illness
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INSURANCE MARKETFLACE

Understanding FIA Contract Values

AMERICAN
EQUITY INVESTMENT LIFE
INSURANCE COMPANY,

The B.{7:1M:11 (37 1F ¥ of Indexed Annuities with
the Annval Reset Design

' A history of American
3 Equity’s Index-1*
(9/30/98 - 7/17/08)

i 160,000
$ -

Annual Monthly
Average
{Index-1)

$150,000

$140,000

f

1 $130,000 S&P 500°
$120,000 $120,062 Minimum
$117.429 Guaranteed

Contract Value

$110,000

*This graph is based on actual
credited rales for the period shown
on the Index-I producl which is no
longer available for sale.

$100,000

ar g

T 3 sqo'ooo Past performance is not an
indication of future results. Please
call our Marketing Dapartment for
new product information.

$80,000

$70,000 = 00371999 2000 ' 2001 ' 2002 12003 ' 2004 ' 2005 ' 2006 2007 &/30/08

(09/30/98)
8109 07/17/08 Year

“Standard & Poors®”, “S&P®, “S&P 500%", “Slandard & Poor’s 500, and “500" are fraderndrks of the McGraw:Hill Cornpanies, inc. .and have been
licensed for use by American Equily ihvesimen Life Insurance Company. - This produe is not sponsired, endorsed, sold or promoled by Standard & Peoi's,
and Standord & Poor’s frakes no representalion regarding the advisability of purchasing this produgt, S&P 500 index does not conigin dividerids,
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Marketing/Consumer Demand @ ™
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B The 151A release incorrectly states that FIA’s are marketed
and purchased primarily for market gains.

B FlA’s are marketed and purchased primarily for safety of
premium,

B FIA’s offer consumers the opportunity to earn a somewhat
higher interest rate than would be paid on a declared rate
product.




Consumer Investment Risk
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EQUITY INVESTMENT LIFE
INSURANCE COMPANY,
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B The 151A release mistakenly states that an FIA purchaser

assumes investment risk comparable to a variable annuity or
mutual fund.

B FIA investment risk is limited to fluctuations in annual interest.

B Many insurance and bank products not regulated as securities
have fluctuating levels of annual interest — including e.g.
indexed certificates of deposit (prong 1 of 151A).

B Many insurance products not regulated as securities provide

for “excess value” above guaranteed minimums (prong 2 of
151A).




Insurer Investment Risk
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AMERICAN
EGUITY INVESTMENT LIFE
INSURANCE COMPANY

West Des Moines, IA 50266

B Fixed annuity insurers manage their “general account”
securities to fund guaranteed FIA contract values.

B None of the risk of loss on general account securities is
passed through to consumers.

B Variable annuities are “separate account” products where all
investment experience of securities within the account is
passed through to consumers, whether gain or loss.
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Insurance Regulation of Sales Practices @ ™
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West Des Moines, IA 50266

B The 151A release incorrectly states that the main focus of state
insurance regulation is insurer financial solvency.

B State insurance regulation also covers (with some variation by
state):

— Annuity disclosure requirements
— Suitability reviews

— “Free-look” periods

— Advertising

— Unfair trade practices

— Regulation of “replacements”, or exchanges of annuities

— Market conduct reviews of insurers

— Levels of consumer guarantees in annuities/surrender charges E |
— Agent licensing and training (specific FIA training in some states) , é
— Insurance agent penalties for violations of sales rules
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Complaints/Abusive Sales Practices

VAR
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INSURANCE COMPANY,

West Des Moines, IA 50266

B The 151A release incorrectly states that complaints and
abusive FIA sales practices are sharply increasing.

B NAIC complaint data shows fewer complaints regarding FIA’s
than VA’s or other types of annuities.

B NASAA maintains no complaint data.

B The NBC Dateline segment on FIA’s featured only one actual
consumer.
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Protection of the Elderly @~ ™%
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INSURANCE COMPANY,

West Des Moines, IA 50266

B The 151A release incorrectly states that fraud and abuse in
sales to the elderly are closely linked to FIA'’s.

B Securities regulation has been no more and no less effective
than state insurance regulation in protecting seniors from
unscrupulous sales practices in sales of financial products.

B State insurance regulators are implementing new and
enhanced protections for seniors, just as securities
regulators are.
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AMERICAN
EGUITY INVESTMENT LIFE
INSURANCE COMPANY,

West Des Moines, IA 50266

B No American Equity policyholder has ever lost a dime of
contract value as a result of market volatility.

B American Equity requires the use of clear and concise
disclosures in all sales in all states.

B American Equity conducts suitability reviews of all sales in
all states.

B American Equity has a complaint ratio of less than 0.2% of all
policyholders.

B American Equity trains its agents in suitability and disclosure
in FIA sales.




Fixed Indexed Annuities
Fiction vs. Fact

Coalition for Fixed Products



FICTION: People buy FIAs for higher
investment returns

FACT: People buy
FIAs for safety
of principal

Coalition for Fixed Products



FACT: People buy FIAs for safety
of principal

e Vast majority of FIA applicants say they buy FIAs to
preserve principal or for guarantees—not to maximize
returns

e History shows inverse relationship between FIA sales
and S&P 500 returns (sales go up when people worry
about losing money in market)

e Suze Orman: “for those who do not want to take any
downside risk, the index annuity can be a good option”

Coalition for Fixed Products



When markets are down, FIA sales tend to go up
(people seek protection for their money)

90

PERCENT CHANGE IN FIA SALES
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FICTION: FIA policyholders
assume investment risk

FACT: Insurers
bear entire
investment risk

Coalition for Fixed Products 5



FACT: Insurers bear entire
iInvestment risk

 When market volatility wiped out $2 trillion of
retirement savings, FIA policyholders did not lose
a penny

e Policyholder account values can never go down—
even when indexes fall

e Insurers required to maintain risk-based capital at
same level as traditional fixed annuities

Coalition for Fixed Products



FIA values climb over time—even when markets
are down

$160,000

$150,000 -~
$140,ooo / 10-yeal‘ history

$130,000 A of an actual FIA

\ Performance of a real
$120,000 - annual monthly-average
FIA; results vary based on

$110,000 - contract terms
$100,000 S&P 500

$90,000 -
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Coalition for Fixed Products 7



FICTION: Consumers can lose money
on FIAs

FACT: Consumers
cannot lose money
if they hold FIAs
through contractual
surrender charge
period

Coalition for Fixed Products 8



FACT: Consumers cannot lose money if
they hold FIAs through contractual
surrender charge period

e Virtually every FIA today provides guaranteed floor;
values can only go up

e Like many other long-term savings vehicle (CDs, class-B
mutual funds, IRAs), there are penalties for early
withdrawal

e Every state has “non-forfeiture” requirements that say
annuity values (other than variable annuities) must
Increase over time

Coalition for Fixed Products



Surrender charges are clearly disclosed
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Standard FIA disclosure form developed by
the American Council of Life Insurance;
actual surrender charges vary by contract

Coalition for Fixed Products
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FICTION: State insurance regulation focuses
only on insurer solvency

FACT: State insurance
regulators are equally
focused on consumer
protection

Coalition for Fixed Products 11



FACT: State insurance regulators are
equally focused on consumer
protection

e State insurance laws include Suitability, Free Look Periods, Annuity
Disclosure Requirements, Advertising, Unfair Trade Practices, and
Agent Licensing and Training

e State insurance departments nationwide employ over 600 workers
in Market Conduct Regulation (including market conduct examiners
and analysts) and over 1600 workers in Consumer Affairs (including
consumer investigators and consumer advocates)

e In 2007, state insurance departments levied over 400 fines and 300
restitutions against insurance agents, suspended nearly 16,000
agent licenses, and revoked about 1400 licenses

Coalition for Fixed Products 12



NAIC model laws and regulations

e Suitability in Annuity Transactions Model
Regulation (or related legislation):
enacted in 41 states

e Annuity Disclosure Model Regulation:
enacted in 22 states

e Insurance and Annuity Replacement
Model Regulation: enacted in 43 states

e Unfair Trade Practices Act: some version
enacted in every state

darket
Regulation

B Handbock
| a6

Coalition for Fixed Products

13



FICTION: FIAs are too
complicated for consumers
to understand

FACT: FIAs are no more
complex than other
common financial
products (andlessso |
than variable contracts ~— .
and mutual funds)

Coalition for Fixed Products 14



FIAs are no more complex than other common
financial products (and less so than variable
contracts and mutual funds)

e FIAs allow consumers to make a few basic choices—type of index
(e.g., S&P 500), method of crediting (e.g., point to point), and
possible riders (e.g., income rider)

e FIA base contract has no loads or annual fees; consumers pay
charges only if they surrender early

e By contrast, variable contracts and mutual funds involve highly
complex decisions about type of fund (stock, bond, domestic,
foreign, large cap, small cap), investment style (growth, value,
active, passive, tax-managed), fees and charges (sales charges,
12b-1 fees, management and administrative fees), managers
(investment advisor, sub-advisors, service providers), multiple risk
factors (market performance, credit risks, exchange rates, interest
rates)

Coalition for Fixed Products 15



Prospectuses are no panacea

1,200 adults surveyed about financial literature

“Which is easier to understand?”

Mutual fund prospectus 23%
Instructions for your computer 69%
Mutual fund prospectus 33% Financia Inc., 2008
IRA tax forms 58%
Mutual fund prospectus 13%
Your car insurance policy 829,
Mutual fund prospectus 16%
Inserts that come in prescription drugs 79%,

Coalition for Fixed Products 16



FICTION: FIAs are the source of lots of
complaints

FACT: Recorded FIA
complaint levels are
relatively low

Coalition for Fixed Products



FACT: Recorded FIA complaint
levels are relatively low

» NAIC statistics: complaints involving FIAs numbered 105 in 2005,
231 in 2006, and 248 in 2007, representing about 0.1% of all
complaints received by insurance departments on all insurance lines

» According to a reputable industry analyst, percentage of FIA owners
who have never complained is 99.7% or higher

» Critics of FIA products—especially in securities industry—have never
produced statistics to support allegations of an increase in
“complaints of abusive sales practices” for FIAs, despite repeated
requests for such information

Coalition for Fixed Products 18



Compare FIAs to -
securities-regulated
variable products...

"A perennial fixture on
NASAA’s list of top scams o
involve the sale of variable

annuities to investors with

little regard to whether or not

the product is suitable.”

— Testimony of Patricia D. Struck, President
North American Securities Administrators Association

U.S. Senate Special Committee on Aging
March 29, 2006

Coalition for Fixed Products 19



Sources

» Page 3: Suze Orman, The Road to Wealth, Riverhead Books, 2008, pg. 512
» Page 4: Data from IndexAnnuity.org, published by Jack Marrion, Advantage Compendium, Ltd., 2008

» Page 6, Bullet 1: $2 trillion loss from 4/2007 to 9/2008 —Presentation of Peter Orszag, head of Congressional
Budget Office, to House Education and Labor Committee, reported by USA Today, October 8, 2008; Bullet 2: NAIC
risk-based capital requirements for life insurers—C-4 business risk factor is 0.08% of liabilities for variable annuities
and 3.08% for fixed annuities including FIAs; see 2007 NAIC Life Risk-Based Capital Report, pg. 63

» Page 7: Performance of actual monthly average FIA based on performance of S&P 500 subject to then current
caps and participation rates; interest crediting methods, caps, spreads, and participation rates vary by product;
while representative of FIA performance, illustration is not reflective of all FIAs and future results may vary; FIAs
are insurance products backed by the financial strength of the issuing company; FIAs do not own underlying
securities and indices are exclusive of dividends

» Page 9: Non-forfeiture requirement applies in all 50 states: see ACLI Law Survey, “Fixed Annuity Non-forfeiture
Interest Rate”; also see individual state certification statements for non-forfeiture standards

» Page 10: Form produced by American Council of Life Insurers and NAVA, Inc. (Association for Insured Retirement
Solutions), Improving Annuity Disclosure, A Life Insurance Industry Initiative, 2008, page 21

» Page 12, Bullets 2 and 3: NAIC 2007 Insurance Department Report, pp. 9-11

» Page 13: Bullet 1: ACLI Issue State Chart on NAIC Annuity Disclosure & Suitability dated 10/17/08; Bullets 2
and 3: NAIC officers letter to SEC Chairman Christopher Cox dated 9/10/08

¢ Page 16: AARP Financial Inc., www.moneysmarts.com, 2008

» Page 18, Bullet 1: Statistics derived from National Association of Insurance Commissioners Consumer Information
Source (CIS) Complaints Database System as posted on NAIC website, 2008; Bullet 2: www.IndexAnnuity.org,
published by Jack Marrion, Advantage Compendium, Ltd., posted April 2008

Coalition for Fixed Products



From: David E. Franasiak

Sent: Friday, November 14, 2008 11:06 AM

To: Bondi, Bradley J.; Kimpel, Scott H.

Subject: Analysts reports from June 25 - SEC 151A

Thank you for meeting with American Equity Life on Wednesday. Here is the
information you requested. If you have any questions, please give me a call.

<<FPK 6-27-08.pdf>> <<RJ 6-26-08.pdf>>

David E. Franasiak
Principal

Williams & Jensen, PLLC
1155 21st Street, N.W.
Washington, D.C. 20036
phone: (202) 659-8201
fax: (202) 659-5249



US Life Insurance June 27, 2008 @

Marketweight USA

American Equity Investment

L_ f In Line
AEL uUSD8.01*
Analyst(s): Mark Finkelstein Mark.Finkelstein@fpk.com 312 425 4079
Lowering Ests On Challenged Outlook For Index Annuities
Data We are lowering our 2008 and 2009 estimates on AEL to $1.30 and
52-week range (USD) (ALY $1.40 from $1.37 and $1.59, respectively, to reflect the SEC's rule that,
Er'CZTerget(L_’dSD) ‘ y :: if not overturned, would classify index annuities as securities and not
M‘;Sr:(;csw?j'sgrf)p"cetargm(°) 1373 insurance products and require these products to be distributed by
Dividend (‘LSD) na securities licensed representatives. The basis for our EPS adjustment is
Dividend Yield (%) na higher expeqted Iega_ll costs, ir_1 anticipatio_n_ of_fighting the SEC action,
costs associated with assisting / transitioning the agent force to
Performance (%) securities licensed reps and a slightly lower sales forecast.
— 2;"‘; 2‘11“"'1 13“3 Y;'Z « While the costs of litigation / transition are unclear, we have
Rel Sepa0n 80 184 142 106 judgmentally added $0.02 of expenses each quarter commencing Q308
Rel. FPKCCW Life Insurance 245 -144 -10.1 225 for these undertakings through 2009 and will refine these estimates as
more information / strategies become more clear.
Operating EPS (USD) « While AEL and key constituents in the industry will contest vigorously
Quarterly EPS breakdowns this SEC action, this highly negative long-term consideration is now a
9 200% 203)2(1* = zoogi very real possibility. Based on anecdotes, we assume around 30 percent
AT ' ' 034 of AEL's agent force is likely "dual licensed" to sell both securities and
20 028 033 na insurance products, suggesting the effort and associated risks to license
Consensus 0.32 0.34 the remainder of the sales force are sizeable. In addition to getting
3Q 0.28 0.33 na agents licensed, AEL will also likely need to revitalize its broker / dealer
fgnsensus 026 82451 035 and enter into selling agreements with broker / dealers.
L b na
Consensus 036 036 * Assuming the rule passes, the only likely reprieve the industry would get
e T L v is time to facilitate this transition. We understand the SEC comment
Conl;ensus ' 133 145 period will likely go into September with a 1-year implementation period,

or implementation around Q4'09. For those agents that have "made their
living" selling index products, this will give them time to get licensed and
we would expect them to do so. We anticipate this is a good part of
AEL's agent sales (about 60 percent of sales are from the top 600
agents). Nonetheless, it cannot be assumed all producing agents will get
licensed, selling agreements can be arranged with other b/ds, and/or
other outcomes that could occur from a different regulatory body that
has been overtly critical of the index annuity product and sales practices.
On the latter, we understand that the SEC's focus is mainly on
acceptability of disclosures than on potential product structures.

Continued.
Share price performance (USD)

* Price as at close on Jun 26, 2008

Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr M ay Jun

19| [B/\\ BIUOIED LRIYI0D) U0 BY 1d-X04

American Equity Investment Life S&P 500 - - - -- - - FPKCCW Life Insurance

Analyst certifications and required disclosures begin on page 4.
Fox-Pitt Kelton Cochran Caronia Waller on the Web: http://www.fpk.com/x/publicresearchdisclosure.html

New York Chicago Hartford London Hong Kong
Tel: +1 212 687 1105 Tel: +1 312 425 9335 Tel: +1 860 380 2000 Tel: +44 (0) 20 7663 6000 Tel: +852 3191 8588



@ Lowering Ests On Challenged Outlook For Index Annuities

We are lowering our sales forecast for 2008 and 2009 slightly to be conservative (5% for
Q3 and Q4 2008 and 11.5% for all of 2009), even though the implementation period is
likely not to go into effect until Q4'09. While this could actually cause some sales
"acceleration" for certain agents promoting the product ahead of the changes, there may
also be an increase in negative press on the product and other distractions, which could
weigh on sales.

The fundamental outlook on AEL is clearly more negative, given that more than 90
percent of sales are effected by this ruling (index annuities, fixed rate annuities
unaffected), and the impact of this action will weigh on the stock for the foreseeable future.
The likelihood of a transition period helps to manage the situation. With the shares down
24% on June 26 and now trading at 0.6x book value, we are maintaining our In Line rating
on AELshares, as we currently see the downside as largely in the stock at these levels.

American Equity Investment Life Page 2 of 5

June 27, 2008



Lowering Ests On Challenged Outlook For Index Annuities

2006 2007Q1 2007Q2 2007Q3 2007Q4] 2007 2008Q1  2008Q2E  2008Q3E _ 2008QA4E] 2008E] 2009E]

Traditional life and accident & health premiums 13,622 3,057 3,190 3,344 3,032 12,623 3,316 3,062 3,210 2,911 12,499 11,874
% Change 0.3% -13.3% -0.7% 0.9% -15.2% -7.3% 8.5% -4.0% -4.0% -4.0% -1.0% -5.0%

Annuity and single premium universal life product charges 39,472 8,994 11,453 12,576 12,805 45,828 12,098 12,723 13,022 13,368 51,211 56,252
% Change 53.7% 18.3% 6.6% 16.9% 23.4% 16.1% 34.5% 11.1% 3.5% 4.4% 11.7% 9.8%
% Opening Annuity Balance 0.37% 0.33% 0.40% 0.42% 0.41% 0.39% 0.38% 0.39% 0.39% 0.39% 0.39% 0.39%

Net Investment Income 677,638 169,358 175,719 183,732 191,107 719,916 195,488 199,355 203,971 208,304 807,119 875,924
% Change 22.2% 4.3% 3.9% 6.0% 10.6% 6.2% 15.4% 13.5% 11.0% 9.0% 12.1% 8.5%

Change in fair value of derivatives 33,794 17,862 68,821 56,332 (7,249) 135,766 (62,452) 0 0 0 (62,452) 0
% Change -238.8% -372.0% 820.8% na na na

Total Revenue 764,526 199,271 259,183 255,984 199,695 914,133 148,450 215,140 220,203 224,583 808,377 944,050
% Change 34.2% 19.4% 36.0% 41.2% -11.5% 19.6% -25.5% -17.0% -14.0% 12.5% -11.6% 16.8%

Insurance Policy Benefits & Changes in future policy benefit 8,808 1,933 2,097 2,360 2,029 8,419 2,609 2,672 2,735 2,807 10,823 11,813
% Change 34.1% -19.4% -7.6% 21.2% -7.5% -4.4% 35.0% 27.4% 15.9% 38.4% 28.6% 9.1%
% Annuity Premium 22.3% 21.5% 18.3% 18.8% 16% 18.4% 21.6% 21% 21% 21% 21.1% 21.0%

Interest credited to account balances 404,270 115,953 168,141 165,821 110,294.0 560,209 54,176 117,400.5 118,245.9 118,855.0 408,678 499,671
% Change 37.3% 38.7% 65.1% 91.5% -16.6% 38.6% -53.3% -30.2% -28.7% 7.8% -27.0% 22.3%

Amortization of deferred sales inducements 27,492 7,748 9,124 9,177 9,364 35,413 10,595 11,119 11,471 11,868 45,053 50,745
% Change 69.3% 32.6% 38.8% 34.1% 13.8% 28.8% 36.7% 21.9% 25.0% 26.7% 27.2% 12.6%

% of Fund Balance 0.351% 0.09% 0.10% 0.09% 0.09% 0.10% 0.10% 0.10% 0.10%

Interest expense on notes payable 15,541 3,820 3,793 3,770 3,772 15,155 3,638 3,626 3,648 3,669 14,581 14,794
% Change 6.5% -2.9% -3.0% -4.8% 0.9% -2.5% -4.8% -4.4% -3.2% -2.7% -3.8% 1.5%
% Yield 5.6% 5.74% 5.72% 5.70% 5.7% 5.7% 5.48% 5.5% 5.6% 5.6% 5.5% 5.7%

Interest expense on subordinated debentures 21,354 5,589 5,614 5,673 5,644 22,520 5,231 5,461 5,516 5,640 21,848 23,411
% Change 51.0% 13.6% 3.9% -2.1% 7.8% 5.5% -6.4% -2.7% -2.8% -0.1% -3.0% 7.2%
% Yield 8.3% 8.3% 8.4% 8.5% 8.4% 8.4% 7.8% 8.1% 8.1% 8.2% 8.0% 8.3%

Interest expense on amounts due under repurchase agreements 32,931 4,018 3,060 4,764 4,084 15,926 2,972 3,425 3,026 2,947 12,370 11,607
% Change 191.9% -31% -64% -57% -46% -51.6% -26% 12% -36% -28% -22.3% -6.2%
% Yield 5.7% 5.2% 3.9% 5.4% 5.8% 5.0% 3.4% 5.2% 5.2% 5.2% 3.5% 3.5%

Amortization of deferred policy acquisition costs 101,100 25,656 28,405 27,776 27,712 109,549 29,587 30,481 32,018 33,446 125,531 141,233
% Change 26.5% 12.5% 16.1% 4.3% 1.9% 8.4% 15.3% 7.3% 15.3% 20.7% 14.6% 12.5%

% Revenues 13.2% 12.9% 11.0% 10.9% 13.9% 12.0% 19.9% 14.2% 14.5% 14.9% 15.5% 15.0%

% EGP (prior to DAC) 34% 34% 34% 35% 35% 35% 34% 34% 34% 34% 34% 34%

Other Operating Costs and Expenses 40,418 11,411 14,083 11,582 11,154 48,230 12,451 12,534 12,624 14,069 51,679 62,238
% Change 13.8% 12.1% 41.8% 21.6% 3.5% 19.3% 9.1% -11.0% 9.0% 10.0% 7.2% 20.4%

Total Benefit and Expenses 651,914 176,128 234,317 230,923 174,053 815,421 121,259 186,717 191,083 195,102 694,161 821,512

% Change 35.2% 26% 44% 52% -12% 25.1% -31% -20% -17% 12% -14.9% 18.3%

|Operal|ng Income 112,612 23,143 24,866 25,061 25,642 98,712 27,191 28,423 29,120 29,481 114,215 122,538
Tax on Operating Income 39,278 8,010 8,539 8,639 8,622 33,810 9,457 9,891 10,134 10,259 39,742 42,643
Tax Rate 34.9% 34.6% 34.3% 34.5% 33.6% 34.3% 34.8% 34.8% 34.8% 34.8% 34.8% 34.8%

INel Operating Income 73,334 15,133 16,327 16,422 17,020 64,902 17,734 18,532 18,986 19,222 74,474 79,895

Realized Gains on Investments 427 374 11 210 (2,283) (1,688) (1,008) (1,008) 0

Net Effect of FIN 46 0 0 0 0 0 0 0 0 0

Net Effect of FAS 133 1,724 (5,580) 8,251 (9,235) (19,735) (26,299) 32,426 32,426 0

|Net Income 75,485.0 9,927 24,589 7,397 -4,998 36,915.0 49,152 18,532 18,986 19,222| 105,892.0 79,894.9

Total Weighted Shares Outstanding 55,693 56,693 57,122 56,878 56,348 56,760 55,431 54,805 54,861 54,282 54,845 54,392

Total Diluted Weighted Shares Outstanding 60,424 60,159 60,309 59,774 59,154 59,849 58,221 57,887 58,110 57,865 58,021 57,781

BVPS (Diluted, Ex FAS 115) 10.54 10.73 11.08 1118 10.99 10.99 11.75 12.01 12.16 12.33 12.33 13.30

Net Income per share 1.25 0.17 0.41 0.12 (0.08) 0.62 0.84 0.32 0.33 0.33 1.83 1.38

[Operating EPS-diluted 1.23 0.26 0.28 0.28 0.29 1.10 0.31 0.33 0.33 0.34 1.30 1.40

ROE ex FAS 115 12.5% 9.5% 9.9% 9.8% 10.3% 9.9% 10.6% 10.8% 10.8% 10.8% 10.8% 10.8%

Operating Margin 9.6% 7.6% 6.3% 6.4% 8.5% 7.1% 11.9% 8.6% 8.6% 8.6% 9.2% 8.5%

Operating Expenses, as % of average account value 0.38% 0.41% 0.48% 0.38% 0.36% 0.40% 0.39% 0.38% 0.37% 0.41% 0.38% 0.42%

Calculated Spreads

Net Investment income 6.14% 6.06% 6.11% 6.09% 6.17% 6.14% 6.14% 6.15% 6.14% 6.13% 6.15% 6.13%

Crediting rate 3.42% 3.44% 3.35% 3.55% 3.68% 3.51% 3.56% 3.50% 3.44% 3.38% 3.47% 3.38%

Net Spread 2.73% 2.62% 2.76% 2.54% 2.49% 2.63% 2.58% 2.65% 2.70% 2.75% 2.68% 2.75%

* Note: spread may not correspond to company calculation

Sales Inducements (included in interest credited) 27,491 7,748 9,124 9,177 9,364 35,413 10,595 11,119 11,471 11,868 45,053 50,745

% of Deferred Sales Inducements (Annualized) 6.9% 6.8% 7.2% 6.8% 6.4% 6.8% 6.9% 7.0% 7.0% 7.0% 7.0% 10.2%

Net Fund Value

Index Annuities 8,764.3 9,162.7 9,764.7 10,297.9 10,750.8 10,750.8 11,1187 11,470.8 11,868.2 12,179.6 12,179.6 13,425.1

% Change - IA 23% 20% 20% 23% 23% 23% 21% 17% 15% 13% 13% 10%

Single Year Fixed Rate Guaranteed Annuities 1660.5 1,629.5 1,598.9 1,789.7 1,505.5 1,463.1

Multi Year Fixed Rate Guaranteed Annuities 616.1 572.8 537.2 272.0 483.9 467.2

Total Fixed Rate Annuities 2,276.6 2,202.3 2,136.2 2,061.7 1,989.4 1,989.4 1,930.2 1,885.1 1,842.6 1,800.6 1,800.6 1,647.0
% Change - Fixed -24% -24% -17% -15% -13% -13% -12% -12% -11% -9% -9% -9%
Est. Persistency/index grow th (Fund Value - sales / P/Y Fund Value 73.0% 71.5% 77.4% 82.4% 85.1% 85.1% 85.5% 86.0% 87.0% 88.0% 88.0% 88.0%
% Change -24.3% -24% -17% -15% -13% -12.6% -12% -12% -11% -9% -9.5% -8.5%

Total 11,040.8 11,365.0 11,900.9 12,359.6 12,740.2 12,740.2 13,048.9 13,355.9 13,710.9 13,980.3 13,980.3 15,072.0

% Change 9.1% 7.9% 11.2% 14.2% 15.4% 15.4% 14.8% 12.2% 10.9% 9.7% 9.7% 7.8%

4.7% 3.9% 3.1% 2.4%

Annuity Deposits

Total Index Annuities 1,787.26 430.8 604.5 5335 524.8 2,093.58 506.4 531.9 522.0 513.6 2,073.89 1,976.21

% Change -33.5% -20% 22% 54% 29% 17.1% 18% -12% -2% -2% -0.9% -4.7%

Total Fixed Rate Annuities 82.71 137 18.0 10.3 9.1 51.11 8.8 19.9 113 10.0 49.92 62.40

% Change -59.9% -45% -17% -49% -43.2% -38.2% -36% 10.0% 10.0% 10.0% -2.3% 25.0%

Total before coinsurance ceded 1,870.0 4445 622.5 543.8 533.9 2,144.7 515.2 551.8 533.3 5235 2,123.8 2,038.6

Coinsurance ceded 2.859 0.591 0.484 0.386 0.318 1.779 0.537 0 0 0 0.537 0|

Net After Coinsurance ceded 1,867.1 443.9 622.0 543.4 533.6 2,142.9 514.6 551.8 533.3 523.5 2,123.3 2,038.6

-35.4% -21% 20% 49% 27% 14.8% 16% -11% -2% -2% -0.9% -4.0%

Source: Company Reports, FPKCCW
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Lowering Ests On Challenged Outlook For Index Annuities

Disclosure information
The compensation earned by the analysts on this report is based, in part, on the overall profitability of FPK, which includes investment banking revenues.

To the knowledge of the research analyst(s) responsible for the preparation of this report, no actual material conflict of interest of FPK, or any research analyst(s)
contributing to this report, or any member of such research analyst's household exists concerning the stock(s) discussed in this report. A description of FPK's
established arrangements for the prevention and avoidance of conflicts of interest is available at www.fpk.com.

The research analyst(s) contributing to this report certify that (i) all of the views expressed in this report accurately reflect the personal views of such research analyst(s)
about any and all of the subject securities or issuers; and, (ii) no part of the compensation of such research analyst(s) was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by such research analyst(s) in this research report.

This material has not been disclosed to the issuer(s) prior to dissemination.

Neither FPK nor its affiliates is a party to an agreement with this (these) company(ies) relating to the production of the research rating.

Investment recommendations relating to issuers covered by this material will generally be updated quarterly or as required by changing circumstances.
American Equity Investment Life [AEL]

There is currently no price target for this stock.

No research analyst contributing to this report or member of such analyst's household has any financial interest in the securities of the subject company.

No research analyst contributing to this report or member of such analyst's household serves as an officer, director or advisory board member of the subject company.

FPK or its affiliates may seek compensation for investment banking services from this company during the next three months.

Neither FPK nor its affiliates owns 1% or more of any class of common equity securities of the subject company as determined by the beneficial ownership rules of
Section 13(d) of the Securities Exchange Act of 1934,

Neither FPK nor its affiliates managed or co-managed a public offering of the securities of this company during the past 12 months.
Neither FPK nor its affiliates received compensation for financial services from this company during the past 12 months.
Neither FPK nor its affiliates makes a market in this security.

Historical closing prices and rating/target prices
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Datasource: FactSet prices/ FPK ratingsandtarget prices

Please access the following hyperlink http://www.fpk.com/x/ccwhistoricaldisclosure.html for more
information on historical CCW ratings and price target information

Ratings distribution and investment banking involvement

% of covered companies currently % of companies assigned this rating with which FPK has provided
assigned this rating investment banking services over the past 12 months

Buy [OP/UW; IL/OW] 37.0% 3.1%

Hold [OP/UW; IL/OW; IL/IMW; IL/JUW; UP/OW] 48.7% 2.5%

Sell [UP/MW; UP/UW] 14.3% 0.2%

Ratings definition information

Global company rating definitions

Outperform (OP) We expect the stock to outperform its sector over the next 12 months

In Line (IL) We expect the stock to perform in line with its sector over the next 12 months

Underperform (UP) We expect the stock to underperform its sector over the next 12 months

Global sector ranking definitions

Overweight (OW) We expect the sector to outperform the relevant market index over the next 12 months
Marketweight (MW) We expect the sector to perform in line with the relevant market index over the next 12 months
Underweight (UW) We expect the sector to underperform the relevant market index over the next 12 months

Rating type
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American Equity Investment

Downgrade

Life Holding Company

(AEL:NYSE)

West Des Moines,

Underperform 4

lowa-based American Equity Investment Life Holding

Company (AEL) is a growing, small-cap life insurance company specializing in
the sale of traditional fixed rate and indexed annuities. The company markets its

prod
amo

ucts through more than 52,000 independent agents and consistently ranks
ng the leading indexed annuity writers.

AEL: Reducing Rating to Underperform Following Adverse

Non-GAAP

FY=

SEC Proposal

Following yesterday’s SEC staff proposal to treat index annuities as
investments, we are lowering our investment rating on shares of
American Equity Investment Life to Underperform from our previous
Outperform rating.

While we believe the SEC staff proposal is flawed and will ultimately be
overturned in the court system (if it indeed is ultimately accepted by the
Board of Governors following the public comment period), we believe
the issue itself will make it unlikely that the stock will be able to
outperform the general life insurance group, in, at least, the near term.

While we do not believe that sales will be affected over the next 15
months, sales could be negatively affected, possibly substantially, once
any accepted rule becomes effective. (The SEC staff has suggested
that any new rule become effective 12 months after its adoption). We
believe that American Equity will work diligently to help its agents to
become securities registered and to develop new products for those
agents that remain unregistered.

We believe the company will immediately seek injunctive relief if and
when the proposal becomes an official ruling. However, the timing of
any injunctive relief, if granted at all, is highly uncertain and could take a
year or longer. Ultimately, we believe an official ruling based on today’s
staff proposal will end up decided in the U.S. Supreme Court.

Reflecting our best guesstimate of costs associated with the registration
effort, we have lowered our earnings estimate by roughly $0.03 per
share for the fourth quarter of 2008 and the first three quarters of 2009
apiece. Our new non-GAAP operating EPS estimates for 2008 and
2009 are $1.34 and $1.44, respectively.

For more information regarding the SEC Staff proposal, please see
our report “SEC Staff Proposal: Index Annuities Should be
Considered Securities” published earlier today.

GAAP EPS
Q4 Full Full
Dec Year Year

EPS Q1 Q2 Q3
Dec Mar Jun Sep

ol
New
Old
New

2007A $0.26 $0.28 $0.28
2008E 0.31A 0.33 0.35
2008E 0.31A 0.33 0.35
2009E 0.37 0.38 0.38
2009E 0.34 0.35 0.35

$0.29 $1.10 $0.50
0.37 1.37 191
0.35 1.34 1.88
0.39 1.52 1.52
0.39 1.44 1.44

EQUITY
RESEARCH

June 26, 2008

Life and Health Insurance
Company Comment

Steven D. Schwartz, CFA
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Steven.Schwartz@RaymondJames.com

Jason Royer

Senior Research Associate
(312) 612-7688

Current Price

(6/25/2008 ) $10.58
Projected 12-Month Target Price:

NM
52-Week Range $12.55-$6.82
Dividend/Yield $0.06/0.6%
Book Value (03/08) $11.56
Suitability Not Meaningful
Shares Out. (mil.) 54.0
Market Cap. (mil.) $571
Avg. Daily Vol. (10 day) 719,530
Proj. 3-Yr EPS Growth Rate 10%
ROE 12%
LT Debt (mil.)/% Cap. $531/44%
P/E Ratios (Non-GAAP)
2008E 7.9x
2009E 7.3x
Revenues (mil.)

Old New
2007A $778 $778
2008E $877 $877
2009E $970 $972

Rows may not add due to rounding. Non-GAAP EPS reflects GAAP EPS less realized gains & losses on investments, non-operating

bene

fits & charges, and discontinued operations.
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American Equity Investment Life | Q107 Q207 Q307 Q4 07| 2007 Q108 Q2 08E Q3 08E Q4 08E 2008E] Q1 09E Q2 09E Q3 09E Q4 09E| 2009E]
($ in thousands)

Revenues:
Trad life and accident/health premiums 3,057 3,190 3,344 3,032 12,623 3,316 3,316 3,316 3,316 13,264 3,316 3,316 3,316 3,316 13,264
Annuity and single premium UL product charges 8,994 11,453 12,576 12,805 45,828 12,098 13,241 14,490 14,815 54,644 14,092 14,693 15,948 16,288 61,021
Net investment income 169,358 175,719 183,732 191,107| 719,916 195,488 198,885 204,298 210,022 808,693 214,858 221,863 227,343 233,172, 897,236
Total Revenues 181,409 190,362 199,652 206,944] 778,367 210,902 215,442 222,104 228,153 876,601 232,266 239,872 246,607 252,776 971,521

Benefits and expenses:

Policy benefits and change in future policy benefits 1,933 2,097 2,360 2,029 8,419 2,609 2,609 2,609 2,609 10,436 2,609 2,609 2,609 2,609 10,436
Interest credited to account balances 105,897 108,500 118,725 126,907 460,029 127,223 129,797 131,713 133,923 522,656 137,453 142,084 146,558 150,559 576,654
Interest expense on notes payable 0 0 0 31 3 0 0 0 0 0] 0 0 0 0 0f
Interest expense owed to American Equity Capital Trust | and Il 5,631 5,558 5,614 5,644 22,347] 5,231 4,994 4,911 4,911 20,047] 4,911 4,911 4,911 4,911 19,644
Interest expense on general agency commision

and servicing agreement 346 320 294 265| 1,225 233 198 163 128 722 93 58 23 -12] 162]
Interest expense on amounts due under

repurchase agreements 4,018 3,060 4,764 4,084 15,926 2,972 1,590 1,590 1,590 7,742 1,590 1,590 1,590 1,590 6,360
Interest expense on convertible notes 3,474 3,473 3,476 3,476 13,899 3,290 3,290 3,290 3,290 13,160| 3,290 3,290 3,290 3,290 13,160]
Interest expense due to reinsurer 0 0 0 0 0l 0 [ 0 0 0l 0 0 0 0 0]
Amortization of def policy acq costs and

value of insurance in force acquired 25,656 28,405 27,776 27,712 109,549 29,587 31,970 34,520 36,533 132,610} 37,205 38,984 40,468 41,936 158,594
Other operating costs and expenses 11,411 14,083 11,582 11,154 48,230] 12,451 12,200 12,500 15,100 52,251 15,300 15,600 15,900 13,800 60,600
Total benefits and expenses 158,266 165,496 174,591 181,302 679,655 183,711 186,763 191,381 198,169 760,024 202,537 209,211 215,434 218,768, 845,950

Income before income taxes, minority interests

and cumulative effect of change in acct principle 23,143 24,866 25,061 25,642 98,712] 27,191 28,679 30,723 29,984 116,577 29,729 30,661 31,173 34,008 125,571
Income tax expense 8,010 8,539 8,639 8,622 33,810 9,457 9,980 10,692 10,434 40,563 10,344 10,669 10,847 11,833 43,693
Tax % 34.6% 34.3% 34.5% 33.6%)| 34.3%] 34.8% 34.8% 34.8% 34.8%)| 34.8%] 34.8% 34.8% 34.8% 34.8%)| 34.8%|
Income before minority interests and cumulative
effect of change in acct principle 15,133 16,327 16,422 17,020 64,902 17,734 18,699 20,031 19,550 76,014 19,385 19,992 20,327 22,175 81,878
Operating Earnings 15,133 16,327 16,422 17,020 64,902 17,734 18,699 20,031 19,550 76,014 19,385 19,992 20,327 22,175 81,878
Operating Earnings Per Share $ 026 $ 028 $ 028 $ 029|$ 1108 031 $ 033 $ 035 $ 035($ 1348 034 $ 035 $ 036 $ 039($ 1.44
Weighted Average Fully- Diluted Shares Outstanding 60,159 60,309 59,774 59,154 59,849 58,221 57,332 57,332 57,332 57,554 57,532 57,732 57,732 57,732 57,682]

American Equity Investment Earnings Model Cont.

Q107 Q207 Q307 Q4 07] 2007 Q108 Q2 08E. Q3 08E Q4 08E 2008E Q1 09E Q2 09E Q3 09E Q4 09E 2009E
Balance Sheet Data
Invested Assets $ 11,493,483 $ 12,112,858 $ 12444115 $ 12,610,895 | $ 12,610,895 $ 12,807,232 $ 13,223,855 $ 13,552,130 $ 13,878971($ 13,878,971 | $ 14,223,010 $ 14,648,111 $ 14,977,405 $ 15304463 | $ 15,304,463
Total Assets 15,098,204 15,800,678 16,174,792 16,394,372 16,394,372 16,557,973 16,974,596 17,302,871 17,629,712 17,629,712 17,973,751 18,398,852 18,728,146 19,055,204 19,055,204
Policy Reserves 13,491,268 14,001,669 14,394,309 14,711,780 14,711,780 14,753,115 15,210,506 15,562,530 15,910,643 15,910,643 16,278,648 16,744,947 17,097,186 17,444,461 17,444,461
Shareholder's Equity 606,573 601,703 619,031 611,635 611,635 624,902 643,601 663,632 683,182 683,182 702,566 722,559 742,885 765,060 765,060
Shareholder's Equity (ex. FASB 115) 645,422 667,985 668,396 650,564 650,564 684,013 702,712 722,743 742,293 742,293 761,677 781,670 801,996 824,171 824,171
Book Value Per Share $ 1080 $ 1058 $ 11.01 $ 10.94 10941 $ 1156 $ 1191 $ 1228 $ 12.64 12641 % 13.00 $ 1337 $ 1375 $ 14.16 14.16
Book Value Per Share (ex. FASB 115) $ 1149 8 11.75 $ 11.89 $ 11.63 116313 1266 $ 13.00 $ 1337 $ 13.74 1374 s 1409 $ 1446 $ 1484 $ 15.25 15.25
Shares Outstanding 56,182 56,855 56,205 55,919 55,919 54,043 54,043 54,043 54,043 54,043 54,043 54,043 54,043 54,043 54,043
Other Data
Gross Sales $ 444,479 $ 622,510 $ 543,791 $ 533,902 | $ 2,144,682 | $ 515,160 $ 608,791 $ 533,791 $ 533,791 | $ 2,191,533 | $ 555,670 $ 656,791 $ 575,791 $ 575,791 | $ 2,364,043
Net Sales 443,888 622,026 543,405 533,584 2,142,903 514,623 608,791 533,791 533,791 2,190,996 555,670 656,791 575,791 575,791 2,364,043
Net Annuity Reserves 11,365,106 11,900,907 12,359,599 12,740,219 12,740,219 13,048,910 13,506,301 13,858,325 14,206,438 14,206,438 14,574,443 15,040,742 15,392,981 15,740,256 15,740,256
Margin Analysis
Benefit Ratio 59.4% 58.1% 60.6% 62.3%)| 60.2%] 61.6% 61.5% 60.5% 59.8%| 60.8% 60.3% 60.3% 60.5% 60.6%| 60.4%|
Expense Ratio 307.6% 290.2% 247.2% 245.4% 269.9% 272.7% 266.8% 264.1% 284.8% 272.2% 301.6% 303.1% 292.6% 284.3% 295.1%)
Policy Benefit Ratio 63.2% 65.7% 70.6% 66.9%| 66.7%] 78.7% 78.7% 78.7% 78.7%| 78.7%] 78.7% 78.7% 78.7% 78.7%)| 78.7%|
Pretax Margin 12.8% 13.1% 12.6% 12.4%) 12.7%] 12.9% 13.3% 13.8% 13.1% 13.3%) 12.8% 12.8% 12.6% 13.5%) 12.9%]
Tax Rate 34.6% 34.3% 34.5% 33.6%)| 34.3%] 34.8% 34.8% 34.8% 34.8%| 34.8% 34.8% 34.8% 34.8% 34.8%)| 34.8%|
Net Margin 8.3% 8.6% 8.2% 8.2% 8.3%) 8.4% 8.7% 9.0% 8.6% 8.7%) 8.3% 8.3% 8.2% 8.8% 8.4%)
Return on Equity (ex. FAS 115) 9.5% 9.9% 9.8% 10.3%) 9.9%] 10.6% 10.8% 11.2% 10.7%)| 10.9%) 10.3% 10.4% 10.3% 10.9%)| 10.5%]

Source: Company reports and Raymond James estimates.
Steven D. Schwartz, CFA (312) 612 - 7686



Important Investor Disclosures

The common stock of American Equity Investment Life Holding Company currently has an Underperform rating within
our four-tiered rating system. Definitions of our ratings follow:

Strong Buy (SB1).....c.cc........ Expected to appreciate and produce a total return of at least 15% and outperform the S&P
500 over the next six months. For higher yielding and more conservative equities, such as
REITs and certain MLPs, a total return of at least 15% is expected to be realized over the
next 12 months.

Outperform (MO2)................ Expected to appreciate and outperform the S&P 500 over the next 12 months. For higher
yielding and more conservative equities, such as REITs and certain MLPs, an Outperform
rating is used for securities where we are comfortable with the relative safety of the
dividend and expect a total return modestly exceeding the dividend yield over the next 12
months.

Market Perform (MP3).......... Expected to perform generally in line with the S&P 500 over the next 12 months and is
potentially a source of funds for more highly rated securities.

Underperform (MU4)............ Expected to underperform the S&P 500 or its sector over the next six to 12 months and
should be sold.

Out of approximately 688 rated stocks in the Raymond James coverage universe, 58% have Strong Buy or Outperform
ratings (Buy), 36% are rated Market Perform (Hold) and 6% are rated Underperform (Sell). Within those rating
categories, 30% of the Strong Buy- or Outperform (Buy) rated companies either currently are or have been Raymond
James Investment Banking clients within the past three years; 18% of the Market Perform (Hold) rated companies are or
have been clients and 7% of the Underperform (Sell) rated companies are or have been clients.

Suitability ratings are not assigned to stocks rated Underperform (Sell). Projected 12-month price targets are assigned
only to stocks rated Strong Buy or Outperform.

Suitability Categories (SR)

Total Return (TR) .....cccvvveeee. Lower risk equities possessing dividend yields above that of the S&P 500 and greater
stability of principal.

Growth (G)....oeeveevviiiiiieeeennne Low to average risk equities with sound financials, more consistent earnings growth,
possibly a small dividend, and the potential for long-term price appreciation.

Aggressive Growth (AG).....Medium or higher risk equities of companies in fast growing and competitive industries,
with less predictable earnings and acceptable, but possibly more leveraged balance
sheets.

High Risk (HR)........ccccceeeene Companies with less predictable earnings (or losses), rapidly changing market dynamics,
financial and competitive issues, higher price volatility (beta), and risk of principal.

Venture Risk (VR) ............. Companies with a short or unprofitable operating history, limited or less predictable
revenues, very high risk associated with success, and a substantial risk of principal.

Analyst Holdings and Compensation: Equity analysts and their staffs at Raymond James are compensated based on
a salary and bonus system. Several factors enter into the bonus determination including quality and performance of
research product, the analyst's success in rating stocks versus an industry index, and support effectiveness to trading
and the retail and institutional sales forces. Other factors may include but are not limited to: overall ratings from internal
(other than investment banking) or external parties and the general productivity and revenue generated in covered
stocks.

Raymond James Relationships: RJA expects to receive or intends to seek compensation for investment banking
services from the subject companies in the next three months.

Company Name Disclosure

American Equity Investment |Raymond James & Associates lead-managed a follow-on offering of AEL shares in

Life Holding Company December 2005.

Raymond James & Associates or one of its affiliates owns more than 1% of the
outstanding shares of American Equity Investment Life Holding Company.

Target Prices: The information below indicates our target price and rating changes for AEL stock over the past three
years.
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American Equity Investment Life Holding Company (AEL) 3 yr. Stock Performance o o o | @
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Analyst Recommendations & 12 Month Price Objective
SB1: Strong Buy NA: Not Applicable
MO2: Outperform NM: Not Meaningful
MP3: Market Perform UR: Under Review
MU4 : Underperform
NR : Not Rated
Date: 06/24/08
— Price -@- Rating Change -~ Target Price Change
-e— Coverage Suspended -A— Target Price and Rating Change <3 Split Adjustment

General Risk Factors: Following are some general risk factors that pertain to the projected 12-month target prices
included on our research for stocks rated Strong Buy or Outperform: (1) Industry fundamentals with respect to customer
demand or product / service pricing could change and adversely impact expected revenues and earnings; (2) Issues
relating to major competitors or market shares or new product expectations could change investor attitudes toward the
sector or this stock; (3) Unforeseen developments with respect to the management, financial condition or accounting
policies or practices could alter the prospective valuation; or (4) External factors that affect the U.S. economy, interest
rates, the U.S. dollar or major segments of the economy could alter investor confidence and investment prospects.

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system
and suitability categories, is available at www.rjcapitalmarkets.com/SearchForDisclosures main.asp. Copies of
research or Raymond James’ summary policies relating to research analyst independence can be obtained by
contacting any Raymond James & Associates or Raymond James Financial Services office (please see
www.raymondjames.com for office locations) or by calling (727) 567-1000, toll free (800) 237-5643 or sending a
written request to the Equity Research Library, Raymond James & Associates, Inc., Tower 3, 6" Floor, 880
Carillon Parkway, St. Petersburg, FL 33716.

The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject
securities. No part of said person's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views contained in this research report. In addition, said analyst has not received
compensation from any subject company in the last 12 months.

Investors should consider this report as only a single factor in making their investment decision.

For clients in the United Kingdom:

For clients of Raymond James & Associates (RJA) and Raymond James Financial International, Ltd.
(RJIFI): This report is for distribution only to persons who fall within Articles 19 or Article 49(2) of the Financial
Services and Markets Act (Financial Promotion) Order 2000 as investment professionals and may not be
distributed to, or relied upon, by any other person.

For clients of Raymond James Investment Services, Ltd.: This report is intended only for clients in receipt of
Raymond James Investment Services, Ltd.'s Terms of Business or others to whom it may be lawfully submitted.

For purposes of the Financial Services Authority requirements, this research report is classified as objective with
respect to conflict of interest management. RJA, Raymond James Financial International, Ltd., and Raymond
James Investment Services, Ltd. are authorized and regulated in the U.K. by the Financial Services Authority.
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For institutional clients in the European Economic Area (EEA) outside of the United Kingdom:

This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to
whom it may lawfully be submitted.

Additional information is available on request.

Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows:

This report is provided to clients of Raymond James & Associates, Inc. (RJA) only for your personal, noncommercial use.
Except as expressly authorized by RJA, you may not copy, reproduce, transmit, sell, display, distribute, publish,
broadcast, circulate, modify, disseminate or commercially exploit the information contained in this report, in printed,
electronic or any other form, in any manner, without the prior express written consent of RJA. You also agree not to use
the information provided in this report for any unlawful purpose.

This report and its contents are the property of RJA and are protected by applicable copyright, trade secret or other
intellectual property laws (of the United States and other countries). United States law, 17 U.S.C. Sec.501 et seq,
provides for civil and criminal penalties for copyright infringement.

Copyright 2008 Raymond James & Associates, Inc. All rights reserved.



