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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 outlook on
Bear Stearns Cos. Inc. to negative from stable. At the same time, Standard &
Poor's affirmed its 'A+/A-1' issuer credit rating on Bear Stearns as well as
its ratings on various Bear Stearns affiliates (see list).

Notwithstanding the challenges it faces, Bear Stearns' liquidity is
strong. Still, the negative outlook reflects our concerns about recent
developments and their potential to hurt Bear Stearns' performance for an
extended period. We believe Bear Stearns' reputation has suffered from the
widely publicized problems of its managed hedge funds, leaving the company a
potential target of litigation from investors who have suffered substantial
losses.

Bear Stearns has material exposure to holdings of mortgages and MBS, the
valuations of which remain under severe pressure. It also has exposure to debt
it has taken up as a result of unsuccessful leveraged finance underwritings,
and it has significant further underwriting commitments. Broadly, we believe
these direct balance-sheet exposures are not proportionately larger than those
of Bear Stearns' peers. Also, even with these exposures, we expect Bear
Stearns to be profitable in the current quarter. However, Bear Stearns has a
relatively high degree of reliance on the U.S. mortgage and leveraged finance
sectors, and its revenues and profitability would be especially affected if
there were an extended downturn in those markets.

The ratings continue to reflect Bear Stearns' strong competitive
positions in such areas as MBS, CMBS, ABS, and CDO/CLO underwriting and market
making; prime brokerage; and clearing services. The firm's relatively small
capital base, high degree of operating risk, and concentrations in
fixed-income products and in the U.S. market partially offset these strengths.

Bear Stearns' liquidity is strong, and we expect it to remain so. The
company has reduced it reliance on CP from former levels. Holdings of cash and
unencumbered securities, available secured and unsecured committed credit
facilities, and other sources of funding should be more than sufficient to
meet near-term funding requirements, even if--contrary to our
expectations--there were to be a sustained period of disrupted capital markets
access.

Outlook
The ratings could be lowered if large losses were to be incurred over the next
few quarters or if earnings failed to stabilize at a satisfactory level beyond
the next few quarters, which we expect will be--at best--difficult ones for
the company. On the other hand, if Bear Stearns can overcome current
challenges and effect a more rapid recovery than we currently anticipate, the
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rating outlook could be revised back to stable.

Ratings List
Ratings Affirmed

Bear Stearns Cos. Inc. (The)
Senior Unsecured
Foreign Currency A+
Local Currency A+/A-1
Preferred Stock
Local Currency BBB+
Short-Term Debt
Local Currency A-1
Certificate Of Deposit
Local Currency A+
Commercial Paper
Local Currency A-1

Bear Stearns Capital Trust I
Bear Stearns Capital Trust II
Preferred Stock
Local Currency BBB+

Bear Stearns Finance LLC
Preferred Stock
Foreign Currency BBB+

Ratings Affirmed; CreditWatch/Outlook Action
To From

Bear Stearns Cos. Inc. (The)
Counterparty Credit Rating A+/Negative/A-1 A+/Stable/A-1

Bear Stearns Securities Corp.
Counterparty Credit Rating AA-/Negative/A-1+ AA-/Stable/A-1+

Complete ratings information is available to subscribers of RatingsDirect, the
real-time Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at www.ratingsdirect.com. All ratings affected by this rating
action can be found on Standard & Poor's public Web site at
www.standardandpoors.com; select Ratings in the left navigation bar, then
Credit Ratings Search.
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S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.
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