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BEAR Decoupling of the U.S. and World Economy: EMEA
STEARNS  “Market” Perspective

= Emerging markets continue to perform well/show resilience
= Marked improvement in fundamentals

= Technical backdrop is also very supportive

= Risks are on the credit/corporate side in EMEA




BEAR Emerging Markets Have Proven Less Volatile, and Have
STEARNS  Posted Consistent Returns...
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BEAR ...With Marked Improvement in Fundamentals Across
STEARNS  Emerging Markets...

= Pick-up in trend real GDP growth
= Reduced inflation/lower interest rates

= Much improved public finances, lower deficits/surpluses, improved debt
ratios

= Generation of current account surpluses

= Upturn in private capital inflows (particularly net FDI)
= FX appreciation

= Accumulation of FX reserves

= Overwhelming trend to rating upgrades




BEAR EMEA Is More Dependent on EU...
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BEAR ...but Has Been Resilient in the Face of Previous Growth
STEARNS  Slowdown...
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BEAR ...With Net FDI Providing an Underpinning to Growth and
STEARNS the Balance of Payments...
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BEAR
STEARNS

Public Finances Have Been Overhauled...
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BEAR
STEARNS

Impressive Improvement in CA Positions....
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BEAR
STEARNS

...and Capital Inflows Have Accelerated

Net private sector capital flows to EMs
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BEAR . ...Combined With Strong Technical Picture...

= More demand: performance track record, rating upgrades brings more
investors to the table (x-over, high grade, traditional EM, sovereign wealth
funds/regional investors)

= Less supply: Lower budget deficits, more privatization receipts = less debt
financing. Stabilization funds/oil windfall funds used to fund debt buyback
(e.g., Russia).

= Sovereigns have much lower refinancing risk

1




SR ---Posting Solid Returns
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SEAR o Credit Presents the Biggest Risk to EMEA...
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BHR 1 - = =
SEaRys  --as Private Sector Credit/GDP Is Rising...
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BEAR . ...Boosting Current Account Deficits...
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Current account balance (% of GDP)
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BEAR o ...and External Debt...

|
Private sector external debt/GDP (%), 2007
140
120
120
100 92 95
80 70
65
60 - °7 >
. 40 44
40 - 32
25
18.6
20 - I
0 J ‘ T T
S & © S © QS o S & & S @ N
s RS R & @ > ~ R O O O g N
~ & < R N3 @ X & C ® & &;&“
NK

Sources: BSIL; NBS; NBP; BNR; CBR; CBRT; BOL; MNB; BNB; LB; NBU; CNB; EB; NBK.




BEAR
STEARNS ...Whose Annual Growth Has Been Phenomenal...
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Annual growth in private sector external debt in 2007
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BEAR ...Foreign Ownership Hopefully Provides Something of a 3
STEARNS  Defense

Foreign penetration of the banking sector, 2007
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EAR Trends on the Balance of Payments Exposes the Flaws...
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...and Problems are Being Felt Across the Region With

BEAR
STEARNS  the Baltics Particularly Exposed...

Latvia: Sources and uses of external financing
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BEAR
STEARNS

...as Wide Current Account Deficits...

Lithuania: Sources and uses of external financing
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BEAR - .
SR < ---are Being Covered by External Borrowing...

S
Romania: Sources and uses of external financing
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...albeit Net FDI Provides an Underpinning...

Bulgaria: Sources and uses of external financing
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BEAR
STEARNS

...as Does Reserve Accumulation...
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Russia is in a Strong Position...

Russia: Sources and uses of external financing
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BEAR
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...and Ukraine is a Late Comer...

Ukraine: Sources and Uses of External Financing
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...while Turkey Has More Diversified Funding Sources

Turkey: Sources and uses of external financing
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IMPORTANT DISCLOSURES

Principal/Agency Trading:

Bear Stearns and its employees, officers, and directors deal on a principal and/or agency basis in transactions involving the securities referred to herein (or related derivatives
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are as follows: High Yield coverage uses the Bear Stearns High Yield Corporate Index; High Grade coverage uses the Bear Stearns High Grade Corporate Index; and Emerging
Markets coverage uses High Yield peers in the United States, and similarly-rated Emerging Markets corporate credits outside of the U.S. The sector view, where applicable, is
based on the expectation that the sector will be overweight/marketweight/underweight compared to the average total return of the relevant market index over the next six-
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SR« Addendum (Continued)

Sector Recommendation:

Overweight: Over the next six-months, the sector’s total return is expected to exceed the average total return of the relevant market index, on a risk-adjusted basis.
Marketweight: Over the next six-months, the sector’s total return is expected to be in-line with the average total return of the relevant market index, on a risk-adjusted basis.
Underweight: Over the next six-months, the sector’s total return is expected to be below the average total return of the relevant market index, on a risk-adjusted basis.

Issuer Recommendation:

Outperform: Over the next six-months, the total return of the issuer's class of securities is expected to exceed the average total return of the analyst's relevant coverage sector, as
indicated on the coverpage hereof, on a risk-adjusted basis.

Marketperform: Over the next six-months, the total return of the issuer's class of securities is expected to be in-line with the average total return of the analyst's relevant coverage
sector, as indicated on the coverpage hereof, on a risk-adjusted basis.

Underperform: Over the next six-months, the total return of the issuer's class of securities is expected to be below the average total return of the analyst's relevant coverage sector, as
indicated on the coverpage hereof, on a risk-adjusted basis.

Bear Stearns Fixed Income Research Quarterly Corporate Ratings Distribution: As of May 31, 2007.
Normalized percentage of issuer coverage universe with this recommendation / Percentage of these issuers that were Bear Stearns investment banking clients in the last 12 months:

Outperform (Buy): 21.03 / 14.03; Marketperform (Neutral): 58.11 / 8.25; Underperform (Sell): 20.84 / 6.19

For important disclosure information regarding the companies in this report, please contact your registered representative at 1-800-999-2000, or write to Glenn Marone, Fixed Income
Research, Bear Stearns, 383 Madison Avenue, New York, NY 10179.
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