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1960—1973 1974-1982, and 1983-2000
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o
_ Macroeconomic Variables Aggregate Corporate Performance Measures
Average Average Average  Average  Period-End
Average  Annual  Average  Average Annual Annual Annual  Market/
Real Inflation  1-Year Corporate  Growth Average  Growthof  Stock Book
_ Growth  Rate T-Bill Tax of Labor Annual  Corporate  Market  Equity
 Period of GDP  (CPI) Rate Rate Productivity ROE Earnings  Return  Ratio
TR0-1973 42%  33%  49%  443%  28% 104% 87%  64% 17
19741982 20%  87% - 96%  36.5% 12% 131%  51%  103% 1.1
1083-2000  3.6% 32% 66%  37.1% 2.1% - 104%  85% 14.7% 3.3
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Ratlllg Definition

Investment-Grade Ratings

An obligation rated AAA has the highest rating assigned by Standard & Poor’s. The obligor’s
capacity to meet its financial commitment on the obligation is extremely strong,

AA An obligation rated AA differs from the highest rated obligations only in small degree. The
obligor’s capacity to meet its financial commitment on the obligation is very strong.
A An obligation rated A 1s somewhat more susceptible to the adverse effects of changes in circum-

stances and economic conditions than obligations in higher rated categories. However, the
obligor’s capacity to meet its financial commitment on the obligation is still strong.

BBB An obligation rated BBB exhibits adequate protection parameters. However, adverse economic

conditions or changing circumstances are more likely to lead to a weakened capacity of the
ablicar ta meet 1t financial commitment an the ahlioati
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Speculative-Grade Ratings

‘ccc

Plus (+) or
minus (—)
T

NR.

An obligation rated BB is less vulnerable to nonpayment than other speculative issues.
However, it faces major ongoing uncertainties or exposure to adverse business, financial, or eco-
nomic conditions which could lead to the obligor’s inadequate capacity to meet its financial
commitment on the obligation.

An obligation rated B is more vulnerable to nonpayment than obligations rated BB, but the
obligor currently has the capacity to meet its financial commitment on the obligation. Adverse
business, financial, or economic conditions will likely impair the obligor’s capacity or willingness
to meet its financial commitment on the obligation.

An obligation rated CCC is currently vulnerable to nonpayment, and is dependent upon favor-
able business, financial, and economic conditions for the obligor to meet its financial commit-
ment on the obligation. In the event of adverse business, financial, or economic conditions, the
obligor is not likely to have the capacity to meet its financial commitment on the obligation.

An obligation rated CC is currently highly vulnerable to nonpayment.

A subordinated debt or preferred stock obligation rated C is CURRENTLY HIGHLY VUL-
NERABLE to nonpayment. The C rating may be used to cover a situation where a bankruptcy
petition has been filed or similar action taken, but payments on this obligation are being contin-
ued. A C also will be assigned to a preferred stock issue in arrears on dividends or sinking fund
payments, but that is currently paying.

An obligation rated D is in payment default. The D rating category is used when payments on
an obligation are not made on the date due even if the applicable grace period has not expired,
unless Standard and Poor’s believes that such payments will be made during such grace period.
The D rating also will be used upon the filing of a bankruptcy petition or the taking of a similar
action if payments on an obligation are jeopardized.

The ratings from AA to CCC may be modified by the addition of a plus or minus sign to show
relative standing within the major rating categories.

This symbol is attached to the ratings of instruments with significant noncredit risks. It highlights
risks to principal or volatility of expected returns which are not addressed in the credit rating.
This indicates that no rating has been requested, that there is insufficient information on which
to base a rating, or that Standard and Poor’s does not rate a particular obligation as a matter of
policy.
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Development
of Venture

Years
Cumulative
Capital

Sources of
Financing

Securities
Typically
[ssued

Early Profitable/ - Rapid Bridge/

Seed Start-up Development Expansion Cash Poor Growth Mezzanine Harvest
Concept Detail business Secure additional
development;  plan; assemble PP&E; develop Expand , Recap,
basic business  management Secure initial marketing strategy; ~ production Marketing Marketing buyout;
plan; prototypes; team; test PP&E; initial expand capacity; strategy and R&D sell to
explore market  prototype; products sold production capital; ~ working capital refined acquirer;
potential finalize product/ working capital needs grow go public

service lines needs emerge
0-1 1-3 3-5 3-5 3-5 3-5 57
$0-1 million $1-5 million $5-10 million $5~10 million $5-10 million $5-10 million $10+ million
Bootstrap; Angels; VC; Angels; VC, VC; government; VC;bank; VC,; bank; VC, bank;
angels corporation; government bank retained earnings  retained retained

university earnings earnings

Notes with Guaranteed bonds; Guaranteed bonds;  Secured Subordinated
Personal warrants; notes with warrants; secured debt; debt; convertible  Subordinated debt;
loans; convertible convertible convertible bonds; bonds; convertible debt; convertible convertible
common stock  preferred stock; preferred stock; convertible preferred stock; bonds; bonds;

partnership partnership interest; preferred stock; common stock convertible convertible

interest; common stock common stock preferred stock  preferred stock

common stock
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