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From The President and CEO

At Your Service
by William M. Keeler

Twice a year I get the opportunity to share my thoughts with you
on the state of the economy and how it affects our business. In my
last letter, I mentioned that the economy was facing very serious
economic problems, but since then the problems have become even
more severe. For example, since August, AIG has effectively been
bailed out, WaMu and Countrywide have disappeared, and the worst
credit crunch since the Great Depression has taken hold of this country.

William M. Keeler
President and CEO

The federal government has also approved a $700B bailout of the banking industry, taking
part of that money, approximately $150M, and buying preferred shares in most of the major
banks. This is supposed to be a temporary solution and I think that everybody hopes that would
be the case. If the banking industry bounces back, those preferred shares should be paid out
over the next five years and the federal government should be out of the banking industry.

The National Bureau of Economic Research last week stated that we have been in a recession
for approximately one year. This already matches the length of any recession since the 30s and
I don’t believe we are half way through with the economic downturn.

Anybody who has been in the labor market since the 1960s is a little spoiled by the fact that
our economic downturns have been short and not very extensive. This downturn is very serious
and we haven’t seen the bottom yet. Some respected economists are predicting that our
unemployment rate could rise to 10%.

In times like these, prudence and cautiousness are absolutely mandatory when running and
planning for growth in a business. At WNC, our entire management team is focused on
keeping expenses flat, but not cutting any expenses related to customer service. We remain,
and this is not just some trivial comment, convinced that our success relies heavily on
providing outstanding customer service to you, our customers. In my travels, over the last
few months visiting key customers, I am very pleased to hear that our level of service
continues to be what you need. The year is almost over and I can tell you that WNC had a
good year and is expecting a good year next year as well. Our Lender Placed and Voluntary
products are expected to grow. DMG, which is our direct marketing group, is looking at
approximately a 5% growth rate next year and AMPAC, our term life insurance marketing
group, is looking at about the same rate of growth.

Thank you for your continuous support and if there is anything I can do for you, please call
me at the office, (626) 463-6457 or on my cell, (732) 939-4072.

Hot Issues
Outlook 2009 % eommneal GOP,
by Jeff Thredgold, CSP, President, il
Thredgold Economic Associates :‘2 T A
The American Economy s s
...the recession continues ol

Domestic and global financial sector i
paranoia has contributed to major weakness 93 '00 07 ‘02 '03 '04 '05 '06 '07 '08
within the U.S. economy. Enormous Sn=
investment and lending losses have sharply

continued on page 2



continued from page 1
curtailed the availability of credit.

Such financial sector weakness has led to
creative and extremely costly government
proposals to stabilize financial markets. These
factors, combined with prior excesses in new
home construction and existing home price
appreciation, led to the current period of
recession.

The official “scorekeeper” of the U.S.
economy, the National Bureau of Economic
Research, had remained silent in regard to
recession...until recently. They announced
on December 1, 2008 that a U.S. recession
officially began in December 2007.

Budget Deficits
...off the charts

The combination of serious U.S. recession,
enormous war spending, one financial
stabilization program after another, and
Congressional economic stimulus spending
could see the fiscal year (FY) 2009 deficit,
which began on October 1, 2008, easily exceed
$1 trillion. The budget deficit for FY 2008
was $455 billion, also a record. Note, however,
that much of the Government’s investment into
major financial institutions will be returned to
taxpayers in coming years as financial markets
(hopefully) return to some level of normalcy.

Unemployment
..o move higher

The nation’s jobless rate reached 6.7% in
October, a 15-year high. It could reach, and
possibly exceed, 7.5% to 8.5% during 20009.
By comparison, the jobless rate averaged 4.6%
in both 2006 and 2007.

U.S. Unemployment Rate
Annual Average TEA
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U.S. employment has declined for 11
consecutive months, with nearly two million
fewer jobs today than a year ago. However,
longer-term labor shortages, especially for
skilled workers, will remain center stage for
years to come.

Inflation
...to move lower

The sharp decline in oil and other
commodity prices of recent months, should it
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continue or simply stabilize, will help unwind
much of the inflation pressures that pushed
inflation (the CPI) to a 16-year high of 4.1%
in 2007. Most forecasters expect the CPI to
rise roughly 2.0% in 2008, with a slightly
smaller increase expected in 2009. Note that
there are as many concerns about deflation
during the next few years as about inflation.

The Federal Reserve
...just plain aggressive

The Fed has been a major player in
numerous financial stabilization programs
announced during the past 16 months. As
noted above, the sharp decline in inflation
pressures provides the Fed “cover” to
aggressively use its balance sheet to improve
financial flows.
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The Fed’s critical federal funds rate,
arguably the most important of all interest
rates, has been at a 50-year low of 1.00%
since late October. Another cut to below
1.00% is likely sometime in December.

Solid evidence of U.S. financial
stabilization and a resumption of modest
economic growth during 2009’s second
half—the current consensus view of
economists—will lead financial markets to
expect a minimal reversal of Fed policy late
in the year or early in 2010.

Gasoline Prices
...like cutting taxes

Need a bit of “good” economic news?
The plunge in gasoline prices from a high
of roughly $4.25 per gallon in early July to
around $1.50-$1.85 now is the equivalent of
a $250 billion tax cut for American
consumers. One concern is that prices
could go too low...and put prior initiatives
regarding developing alternative sources of
energy on the “back burner.”

The Global Economy
...more slowing expected

Five years of powerful global economic
performance gave way to major slowing
during 2008. A global recession during 2009
is likely.

As in the U.S., global financial markets
and major financial market players have been
decimated by a loss of confidence...the most
crucial component of the lending and investing
process. If you don’t have confidence in the
firms you lend money to, you simply don’t
do it.. just ask Bear Stearns and Lehman
Brothers, now deceased.

Better news? Declines in energy, commodity,
and many food costs of recent months have
been good news for hundreds of millions of
the global poor.

Asian economies are dealing with their own
exposure to global financial market distress
and slowing global exports, with various
nations enacting their own stimulus packages.
China’s recently announced $586 billion
stimulus program comes to mind. A series of
Chinese interest rate cuts have also taken place
as this nation faces economic growth that may
soon be half its prior blistering pace.

Japan’s economy continues to struggle to
regain its 1980s economic magic. Today?
Japan is again in recession. As before, the
Japanese fear the rising Asian clout of the
Chinese.

I have no doubt that European business
leaders and politicians were laughing at the
U.S. earlier this year for the enormous
financial mess we got ourselves into. The
laughter ceased when the Europeans soon
realized their challenges might surpass our
own.

Europe is now dealing with its own
recession, with limited prospects for
emergence anytime soon. The weakness
in home prices in many European nations
exceeds that in the U.S., as many communities
saw home prices skyrocket earlier in this
decade. More interest rate cuts are coming
from the European Central Bank.

Russia’s critics have had a field day in
response to its aggression into Georgia. The
Russians have experienced some of the global
community’s most volatile stock market
performance, in part tied to the collapse of
energy prices.

Oil wealth continues to accumulate across
the Persian Gulf. However, many investors are
losing sleep because of massive commercial
development commitments that were
predicated upon oil remaining north of $100
per barrel...whoops.

Major South American nations struggle
with much lower energy and commodity
prices than their respective budgets assumed.
Other nations in the region struggle with high
taxes, enormous business red tape, and highly
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anxious credit markets.
Mexican growth is modest.

The Bottom Line?

U.S. economic recession will hopefully
give way to modest growth by mid-year
2009. We also expect: a much larger budget
deficit...rising unemployment. ..declining
inflation pressures...record low short-term
interest rates...stable energy prices...and a
very weak global economy.

Jeff Thredgold is president of Thredgold Economic
Associates, an economic consulting and professional
speaking firm helping people understand what is
happening in the economy and financial markets. For

the latest economic and financial developments, visit
www.thredgold.com.

Operations Corner

South Pasadena
Operations

by Mickey Slaughter, Vice President
of Operations

I would like to introduce WNC’s Operations
Department — as well as give you some
information about how we work to assure you
that you have come to the right place!

Our Operations department has a number
of service and work modules. The nine
staff members in Lender Placed Insurance
Customer Service handle client requested
initial coverage, endorsements or changes,
as well as cancellations.

Between Supervisor Mary Dennis and
her staff is a total of 56 years of lender
placed insurance experience. If you provide
information to us electronically, you are
also in contact with these staff members
whether you have questions or we call you
for information.

Supporting our Miami, FL business center
and its Voluntary Flood producers are
Supervisor Roberta Orem and her team of
five. Roberta has been in the Flood Coverage
business for 21 years, with five years here
at WNC.

Supervisor Gail King also supports our
Miami operations by providing product
expertise, business testing and
implementation of voluntary flood business.
Gail has been with WNC for 14 years and
her insurance experience spans 27 years.
Gail has a staff of two full time product
analysts and one specialty product customer
service associate.

In total, Roberta and Gail’s staff provide 36
additional years with WNC. As you can see,
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we have experienced professionals to help you
with your questions or concerns.

We also have three long time employees
who perform critical quality assurance of
our document production. Each of these staff
members has been with WNC for at least
eight years.

Operations Manager Ann Morlan supervises
quality assurance and oversees lender placed
and voluntary flood. Ann began her insurance
career with WNC in 1985!

Finally, Operations also includes General
Services. With the exception of our main
receptionist, you may not have spoken
directly with most of our six general services
staff members but their work speaks to you
every time you receive a letter or package
from WNC. They also make sure that your
faxes and mail are delivered promptly to
the right WNC department or staff. General
Services is supervised by Tamie Capps who
just celebrated 18 years with WNC.

Ann and Tamie report directly to me as
Vice President of Operations. I joined WNC
in 1998 and have been in the insurance
industry since 1979. I began my insurance
career through banking, responsible for
mobile home and automobile insurance
coverage for bank indirect loans.

From all of us at the WNC Operations
Department, we look forward to continue
working with you as we strive daily to
provide you with the highest levels of service
and commitment.

Feel free to contact me anytime at (626) 463-6331.

Compliance Corner
National Insurance
Regulation On The
Horizon

The Subcommittee on Capital Markets,
Insurance, and Government Sponsored
Enterprises of the House Committee on
Financial Services recently held a mark-
up session on HR 5840 — the Insurance
Information Act of 2008.

Introduced in the House on April 17, 2008,
by the subcommittee chairman, Rep. Paul
Kanjorski (D, PA-11) and four co-sponsors,
HR 5840 appears to be a very important first
step toward bringing national consistency
to the state-regulated insurance industry.
Although a relatively simple bill, it creates the
Office of Insurance Information within the

United States Treasury Department. It appears
that national insurance regulation is on the
horizon.

For example, last year, two of the co-
sponsors of HR 5840, Melissa Bean (D, IL-8)
and Edward Royce (R, CA-40), also sponsored
HR 3200 — the National Insurance Act of
2007 — a bill which would create an Optional
Federal Charter for insurers and insurance
producers. Much like the dual banking system
currently in place, HR 3200 would allow
insurers and insurance producers the option of
choosing between a state or a federal charter.

A companion version of the bill (S. 40) was
introduced in the Senate by Senators John
Sununu (R-NH) and Tim Johnson (D-SD). In
a May 24, 2007 press release, Sen. Sununu
said:

“Our bill recognizes the clear direction the
marketplace is taking. Since last year, the
question has become not whether an optional
federal charter should be implemented,
but when. Consumers will be the ultimate
beneficiaries of this approach, enjoying more
choices from companies that compete for
their business by introducing new products,
innovating in the marketplace, and acting in a
way that responds quickly to their needs.”

Opponents of the bill, such as the National
Association of Professional Insurance Agents
(PIA), the National Association of Insurance
Commissioners (NAIC), and the National
Conference of State Legislatures (NCSL) are
committed to state-based insurance regulation
arguing that the National Insurance Act would
“undermine” important consumer protection
measures. (Source: Article, NAIC Commends
NCSL Support of State Regulation,
DailyInsurer.blogspot.com, April 29, 2008;
PIA Press Release, Professional Insurance
Agents Say National Insurance Act Would
Make Consumer Protection Optional, July
27,2007)

WNC Insurance Services supports the
creation of an Optional Federal Charter (OFC)
under the authority of a National Insurance
Office as proposed in HR 3200. An OFC
responds to the inefficiencies in the current
state regulatory system and would expedite
the process by which insurance products
can be brought to market. An OFC would
also foster the benefits of market driven
economics by allowing insurance markets, not
state regulators, to establish rate and product
design.

For example, in most states property and
casualty insurance products are subject

TheGUARDIAN



to government price controls that harm
consumers and stifle the industry.

The effect is easily seen when comparing
Massachusetts, an extremely price controlled
state, with Illinois, a free market state.
Massachusetts has high auto insurance
premium rates and very few auto insurers. By
contrast, Illinois enjoys a large number of auto
insurers and stable auto insurance premium
rates. An OFC would bring free market
economics to Massachusetts by providing
greater access to its consumers to insurance
products available in other states.

Similarly, the lack of uniformity of state

regulation will be resolved by an OFC.
There are 51 separate jurisdictions in the
United States, each with its own set of laws,
regulations and insurance departments.

By allowing the option of being regulated
by one unified federal agency, insurers,
producers, and consumers will be able to
realize market efficiencies and cost savings
that come from avoiding expensive and
duplicative market conduct regulations.
Local and regional insurance entities need
only comply with one or a few sets of state
regulations under a state charter, while
national and international entities will enjoy

continued on page 6

Conference Update

Bill Tyson, EVP of
AMPAC Presents at the
September 2008 ABIA
Conference

Bill Tyson participated in two well attended
Direct Marketing sessions at the ABIA by
presenting “The 7 Profit Drivers of Insurance
Direct Marketing”. He was joined by Teressa
Sund, VP of Marketing at US Bancorp
Insurance Services, LLC. The objective of
the session was to present the 7 key areas
that drive profitable direct marketing by
sharing their first hand experiences. Bill
started the session with a review of some of
the more impactful direct marketing industry

Bill Tyson & Teressa Sund Present
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trends and research followed by some of the
major “change drivers” structurally affecting
direct marketing and advertising. Teressa
Sund covered the 7 profit drivers in detail
and provided her own personal, “from the
trenches” perspectives. Finally, Bill presented
a look into the future covering the relatively
new and exciting topic of Web 2.0, social
networking and the emerging marketing
opportunities for financial institutions.

The agenda covered:

* 2008 Direct Marketing Review & Outlook

e Change Drivers that will Affect Direct
Marketing - Long Term

e The 7 Profit Drivers of Direct Marketing

* Web 2.0 as a Direct Marketing Tool

If you would like a copy of Bill and
Teressa’s presentation, send an email
to panders @wncfirst.com. Bill will be
representing WNC as a panelist at the
upcoming Professional Insurance Marketing
Association’s Annual Conference in February
2009. He will cover the topic: “Affinity
Marketing Strategies and Trends Revealed”.

NYBA Conference Notes

In October and November 2008, WNC
First participated in two conferences with our
new partner, New York Bankers Association.
In October we attended NYBA’s annual
convention in Florida where we were able to
exhibit and meet with many of the Presidents
and CEOs in attendance. This is an annual
event and one that we will be present at each
year.

In November, we attended NYBA’s
Consumer and Small Business Lending
Conference in New York. This event gave us
a good opportunity to spend time with the
“front-line” people involved with lending in

the state of New York.
continued on page 6

Focus On The Client

Consumer Auto
Refinance Services, Inc.

Consumer Auto Refinance Services, Inc.
(CARS) is a financial services company
that specializes in the origination and
documentation of refinanced auto loans and
the sale of value added products. Founded
in 1996, CARS has refinanced over 75,000
loans totaling $1.5 billion.

CARS’ business model
is a targeted direct

Coneumer Auto Refinance Seniices, Ine. 111211 program in 40
states. With its expertise in target marketing,
call center operations and consultative sales,
CARS grew to an annual loan volume in
excess of $200 million.

CARS targets consumers who recently
purchased a motor vehicle. While this market
has been highly resilient and generally
occurs in significant numbers year after
year, repeat business is minimal. Success is
directly linked to effectively reaching the
constantly changing target market of new and
used automobile purchasers with compelling
marketing communications.

CARS has an exclusive partnership with
US Bank which underwrites the auto loan
applications. Consumer data is extracted from
various lead sources based upon established
credit criteria. All loans are direct between
the consumer and lender with no cash
involved in the transaction. As part of the
refinance program, CARS offers valuable
optional benefits such as GAP, vehicle service

continued on page 6

Technology Bulletin
Technology Update

by Greg Baltzer, Senior Vice President

As we wind down 2008 and look back, we
see that we had a very productive year.

* We migrated our entire network to AT&T
and now provides increased reliability and
security for WNC and our clients.

* We upgraded our VOIP infrastructure
giving us a more capable and flexible phone
system that improves the service we provide
to our clients.

* We made significant progress in
redesigning our policy management system
to upgrade our capabilities in processing
our clients’ business and improve their

continued on page 6
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Claims Corner
2008 Hurricane Season
Revisited

by Mark Sarrett, President, Precise
Adjustments, Inc.

The 2008 hurricane season saw 17 named
storms with 5 of the 17 storms reaching
major hurricane status (category 3 or above).
However, what set this year apart from others
in the past was the fact that 6 of the 17 storms
made United States landfall.

Dolly, Edouard, Fay, Gustav, Hanna and Ike
all hit the United States which set a record
for the number of storms to actually hit the
United States. The Louisiana and Texas coasts
and inlands were the areas most affected by
the storms; but certainly, Florida and the
Carolinas also had their share of damage due
to Tropical Storm Fay and Hurricane Hanna.

The two more damaging storms, Gustav and
Ike, accounted for majority of the claims we
received at Precise Adjustments during this
season. We received approximately 900 claims
due to all of the storms, but in particular,
about 700 associated with Gustav and Ike. Of
course, the claims volume is still growing due
to late reported claims, and if our experience
with Katrina is any indication, we expect to
be receiving Gustav and Ike claims for many
months to come.

We have adjusted well over 70% of the
claims associated with the storms, as of this
writing, and we are committed to closing out
an even larger percentage before the end of
the year.

To put Gustav and Ike into perspective,
the United States government estimates that
Hurricane Gustav will cost the insurance
industry over $4 billion, but Hurricane Ike
will cost the insurance industry over $22
billion. If those projections turn out to be
accurate, Hurricane Ike will be the third
costliest hurricane to hit the United States in
history. Ike’s cost will only be surpassed by
Hurricanes Katrina and Andrew.

The first communication from the National
Hurricane Service indicates that 2009 is
projected to be a more active than normal
season regarding named storms. We must
remember that the projections are likely to
change as we get closer to the beginning of
the 2009 season, and hopefully the initial
prognostication will be reduced as better
information is received.

If you have any questions regarding
the claims that you have experienced or
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submitted to Precise Adjustments, please
do not hesitate to call us and speak to one
of our professional claims associates at
800.817.0945, or e-mail me at msarrett@
preciseadjustments.com.

Product News

How About An REO
Program That Puts You
In Control?

WNC Insurance Services introduces
REOSelect — the REO program that allows
you to select the coverages you want, the
limits you need and the deductible you prefer.

REOSelect is a comprehensive all-risk
program custom designed for a lender’s Real
Estate Owned portfolio. The program pro-
vides all-risk property coverage including the
perils of earthquake, flood, wind (including
coverage for named storms), general liability,
general contractor’s liability and liability for
vacant land.

REOSelect allows you to choose coverage
options that match your portfolio such as:
* Hazard limits up to $5,000,000
per property
* Flood options up to $1,000,000
per property
* Earthquake options up to $1,000,000
per property
* General Liability options up to $5,000,000
in annual aggregate
* Deductible options from as low as $1,000
to as high as $100,000
REOSelect accepts all property types
including residential, commercial, mobile and
manufactured homes. It is easy to manage
with monthly reporting and billing that
provides maximum flexibility as properties
are added or deleted.

Other benefits include replacement cost
settlement of claims, automatic coverage and
competitive rates.

If you would like all your REO coverage in
one comprehensive, competitive and easy-to-
manage program, REOSelect is it!

If you have questions, need more informa-
tion, or are interested in an REQSelect quote,
please contact your WNC representative or
our offices at 800-423-2497 ext. 6335 today.

Thomas J. Phillips, Vice President

Meet Thomas Phillips

Thomas J. Phillips (“TJ”) started with
WNC in 1998 and was recently promoted
to Vice President. As Senior Underwriter
for all voluntary flood products, TJ assists
in the development of the PFIP program
while continuing to grow WNC’s excess
flood programs. With the addition of the
Chubb flood program, TJ now monitors and
administers combined coverage limits totaling
more than $8.5 billion.

As far as specializing in the peril of flood
TIJ says, “It is by far one of the worst disasters
that you could go through ... the damage is
quite hard to believe at times.” Here’s TJ’s
thoughts on 2008’s hurricane season:

“After ten plus hurricane seasons, it is
nice to have the last one end on November
30th. While it was an active season with 17
named storms, it was the first time that six
consecutive storms made landfall in the US
(Dolly, Edouard, Fay, Gustav, Hanna and Ike).
With so many storms striking the US, the
only storm that caused catastrophic losses was
Hurricane Ike — devastating Galveston Island,
Texas to the tune of over $15 billion for private
insurers.”

Looking back to the time he attended the
University of Miami on a golf scholarship, TJ
had no idea that his career path would lead to
the insurance industry. It turned out to be the
correct path that led to TJ obtaining his agent
licenses for general lines Property & Casualty
and surplus lines insurance.

From the first day he joined WNC, TJ says,
“being at WNC has never felt like just going
off to work. It is a unique and stimulating
environment to work in and I really enjoy
the quality of people that work both for and
with WNC.”
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Conference Upddfe continued from page 4

We continue to gain momentum with our
exclusive endorsement by NYBA for all
our lender-placed products and services.
WNC First is well received in New York
and based on feedback the banks are
looking for a company that has the
experience, products and people to help
reduce costs, build efficiencies and reduce
exposure in the loan operations areas.

AFSA 13th Annual Vehicle Finance
Conference & Exposition

January 21 — 23, 2009

(202) 776-7301

Sheraton New Orleans, Louisiana

MBA Mortgage Bankers Association
February 17 -20, 2009

(800) 793-6222

Tampa Convention Center

Tampa, Florida

AFIB Association of Financial Insurance
Brokers

February 22 — 25, 2009

(812) 886-6266

Westin Riverwalk

San Antonio, TX

CBA Consumer Bankers Association
March 29 — 31, 2009

(703) 276- 3878

Omni Orlando Resort at Champions Gate
Orlando, Florida

Comp|ionce Corner continued from page 4

the benefits of a single federal charter

and one set of regulations. These are the
same benefits enjoyed in our dual banking
system today.

This article is a publication of WNC Insurance
Services, Inc. and intended for informational use
only. WNC Insurance Services, Inc. is not engaged
in rendering legal advice or recommendation. If
you require legal guidance, please consult your
legal counsel or a professional law practitioner. For
comments, please call your WNC representative

or our offices at 1-800-423-2497 and ask for the
Compliance Department.

Technology Bulletin continued from page 4
access to reports and data.

* We expanded our file transfer options and
enhanced the speed and security of our
client system interactions.

With these technology upgrades and ongoing
projects, WNC continues along the path of
constant improvement. 2008 was a good year in
IT — but it’s just a glimpse of our vision for the
future. It’s time to “put on those shades” and
keep charging ahead.

If you have questions regarding information disseminated at these meetings or need information about
upcoming conferences please feel free to contact: Sheri Kordsmeier, 770-641-0264, Lisa Samaniego,

909-392-3754, Dava Wittig, 262-789-8202

)
WINCFirst.

nsuran-ce

Corporate Home Office

899 El Centro Street ¢ South Pasadena, CA 91030

www.wncinsuranceservices.com

Focus on the Client continued from page 4
contracts and life insurance.

CARS is especially interested in aligning
with financial institutions currently marketing
to Hispanic consumers. CARS intends to
establish an auto loan refinance program
specifically targeted to Hispanic consumers.
The Hispanic consumer market is a fast
growing segment of the population with
significant growth potential. CARS has
bilingual employees and management, and
state-of-the-art technology to effectively launch
and manage a successful expansion into this
fast growing segment.

To learn more about CARS, contact Steve Wideman,
President at 800-779-2111, Ext 1101.
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