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Research Update:

Bear Stearns Cos. Inc. Outlook Revised To
Negative; 'A+/A-1' Rating Affirmed

Rationale

On Aug. 3, 2007, Standard & Poor's Ratings Services revised its outl ook on

Bear Stearns Cos. Inc.
Poor's affirmed its 'A+/ A-1' issuer
its ratings on various Bear Stearns

Not wi t hst andi ng t he chal | enges
strong. Still, the negative outl ook
devel opnents and their potential to

ext ended period. W believe Bear Stearns
its managed hedge funds,
[itigation frominvestors who have suffered substanti al

wi dely publicized probl ens of

potential target of
| osses.
Bear Stearns has materi al

val uations of which remain under
it
and it has significant further
t hese direct
of Bear Stearns'

peers. Al so,

Stearns to be profitable in the current quarter
reliance on the U S. nortgage and | everaged fi nance
and its revenues and profitability would be especially affected if

rel atively high degree of
sectors,

to negative from stable.

exposure to hol dings of nortgages and MBS,
severe pressure
has taken up as a result of unsuccessfu
underwriting conmitnents.
bal ance- sheet exposures are not
even with these exposures,

At the sane tinme, Standard &
credit rating on Bear Stearns as well as
affiliates (see list).

it faces, Bear Stearns' liquidity is

refl ects our concerns about recent

hurt Bear Stearns' performance for an
reputation has suffered fromthe

| eavi ng the conpany a

t he
It al so has exposure to debt
| everaged finance underwritings,
Broadly, we believe
proportionately |arger than those
we expect Bear

However, Bear Stearns has a

there were an extended downturn in those narkets.

The ratings continue to reflect

Bear Stearns' strong conpetitive

positions in such areas as MBS, CMBS, ABS, and CDQ CLO underwriting and market

maki ng;
capital

prime brokerage;
base,

Bear Stearns'
conpany has reduced it
unencunbered securities,
facilities,
neet

access.

Outlook

The ratings could be lowered if
few quarters or
the next few quarters,

t he conpany. On the ot her hand,

and cl earing services.
hi gh degree of operating risk,
fixed-inconme products and in the U S. nmarket
l[iquidity is strong,
reliance on CP from fornmer
avai |l abl e secured and unsecured committed credit

and ot her sources of funding should be nore than sufficient to
near-term fundi ng requirements,
expectations--there were to be a sustained period of disrupted capita

if earnings failed to stabilize at a satisfactory |evel
whi ch we expect will
i f Bear
chal | enges and effect a nore rapid recovery than we currently anti cipate,

The firms relatively snal

and concentrations in

partially offset these strengths.
it to remain so. The
Hol di ngs of cash and

and we expect
| evel s.

even if--contrary to our
mar ket s

| arge | osses were to be incurred over the next

beyond
be--at best--difficult ones for
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rating outl ook could be revised back to stable.

Ratings List
Ratings Affirmed

Bear Stearns Cos. Inc. (The)
Seni or Unsecur ed

For ei gn Currency A+

Local Currency A+l A-1
Preferred Stock

Local Currency BBB+
Short - Ter m Debt

Local Currency A1
Certificate O Deposit

Local Currency A+
Commer ci al Paper

Local Currency A1

Bear Stearns Capital Trust |
Bear Stearns Capital Trust |1
Preferred Stock
Local Currency BBB+

Bear Stearns Finance LLC
Preferred Stock
Forei gn Currency BBB+

Ratings Affirnmed; CreditWtch/Qutlook Action

To From
Bear Stearns Cos. Inc. (The)
Counterparty Credit Rating A+/ Negativel/ A-1 A+/ St abl e/ A-1
Bear Stearns Securities Corp.
Counterparty Credit Rating AA-/ Negativel/ A-1+ AA-/Stable/ A1+

Conplete ratings information is available to subscribers of RatingsDirect, the
real -ti me Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at wwv.ratingsdirect.com Al ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com select Ratings in the |eft navigation bar, then
Credit Ratings Search.
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