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Introduction 

• 

• 

• 

• 

• 

• 

Bear Stearns Asset Management Inc. ("BSAM") is a corporation formed under the laws of the State of New 
York, and is focused on lugh value added investment solutions that span traditional and alternative assets for 
iIlstitutional and high net worth investors. BSAM is committed to providing clients with world-class 
investment management and thorough communication of both risKs and returns. 

BSAM manages the Bear Stearns High Grade Structured Credit Strategies Fund ("BSHG"), a hedge fund 
incorporated on September 8, 2003, as a Cayman Islands exempted company. The Ftmd seeks to generate 
total annual returns through "cash and carry" transactions and capital markets arbitrage. The Furid generally 
invests in hi~h quality floating rate structured finance securities. lypically, 90% of the Fund's gross assets are 
invested in A.AA or AA structured finance assets. In order to mitiO"ate mark-to-market and credit risk, the 
Fund tactically buys credit insurance, generally through credit default swaps ("CDS"), on corporate indices 
and/or individual names. Interest rate auration is targeted to be zero, with net leverage of approximately lOx. 

The Senior Portfolio Management Team has over 93 years of combined experience in international fixed 
income markets and structured finance. 

The entire Collateral Surveillance and Portfolio Management Team consists of 33 members with an average of 
over 10 years of experience each. 

BSHG cmrently manages over 30 billion in structured credit assets, across the following sectors: 
RMBS, Cf'vlBS, and Home Equity 
ABS COOs, CDO"2s, CLOs, and High Yield CBOs 
Investment Grade COOs and Synthetic COOs 

As experienced participants in the structured finance market, the portfolio management team has the 
knowledge, experience and resources to identify attractive assets and monitor the credit risk inherent in these 
assets. 

oj. The informatil)n on this p~tt~ has bt."l'n pro\.°ided t»' gt'~r Steoln\S A$set MOinagell\e'llt b,l." - 2- BEAR 
STEARNS 
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Organizational Structure 

• Th.;: ini'ormJti..)n I,m thi:; pal~r.' has l>l"t'l\ pro"'ided t'I). BeM Steolms Asset Uooln:'lgenllmt 1n'-' - 3- BEAR 
STB\RNS 
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Portfolio Management Team 

.. The inrormatilm on thi::. pal\l~ hasl:II:'t"n ~)[o\o·ided J:.y Bf'~rSletlms ,1,sset /l.!olnagemE'Ht )n\." - 4- BEAR 
SfEAANS 
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Summary of Hedge Fund Returns 
• Monthly Net Returns for Bear Steams High Grade Structured Credit Strategies Fund as of 11/30/06 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec HGSCS 1 Month !.ibnr 

2003 - - - - - - - - - 1.60 1.62 1.47 4.76 0.28 

2004 1.78 1.68 1.64 1.S3 1.63 1.46 0.91 1.23 0.77 1.S() 0.83 0.73 16.88 1.44 

2005 1:17 1.45 0.73 n.6S 0.36 0.85 0.75 0.50 0.42 1.19 0.31 0.70 9.46 3.31 

2006 1l.89 0.71 0.48 0.62 0.74 1l.41 1l.86 1l.69 Lll2 1.18 1.38 NA 9.34 4.60 
- -- --

Statistics HGSCS 1 Month tibor HFRI F1: Arbitrage Index 

C\lJnulative Since Inception (0/0) 46.53 9.93 22.64 

Annuali7.ed Since Inception (%) 12.82' 3.0:3 6.66 

AI'eras., Monthly R~tum ('Yo) 1.01 0.25 0.54 

Standard Deviation 1.52 0.45 0.96 I 

Positive Months 38 38 36 

N"gative Months 0 0 2 

'};; Positive Months IOO.OO 100.00 94.74 ! 

Sharpe Ratio 6.18 - 3.88 
I 

• Th~ inforlllilli,m ~\n thi::. pag~ h~s b~1\ provided ~y Be:"l" Sle.lnU Asset fI.·t.).n~g1."lU~nt h,,: 
- 5 -
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Summary of Hedge Fund Portfolio 
• Portfolio Characteristics (°lc, of par) as of 11/30/06 

Rating HGSCS 

AAA 75 

AA 12 

A 6 

Below A 7 
_._-

Collateral Type HGSCS 

ABS COOs ·69.0 

Bank L.oano 10.7 

CMBS 3.0 

Sub!'rim<' RMBS 6.3 

TntPS 2.5 

High Yield eHOs 0.6 

PrinleRMBS 7.7 

Synthetic Investment Grade mos 5.2 

ABSCDS (20.6) 

Fixed Rate RMBS 0.1 

Cap Floa t~rs 5.0 

IvIT A/COl'[ A R/VIS 3.1 

·Equity & Combo Notf.'S 7.2 

··rh~ inrormJIi~m .)n thb palt~ ha:. bt:'l'1l pro ... ·idoi;'d by P,·eal' Sleilms Asset M,lrl3geme1\t In .. ' 
- 6- BEAR 
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Summary of Existing CDOs 

All transactions are currently in com.pliance with all coverage tests and portfolio concentration 
limits as of December 2006. 

Klio 1 $ 2,500,000,000 

Klio II $ 5,000,000,000 

HGSCI $ 1,000,000,000 

StoneTower I $ 300,000,000 

HGSC II $ 800,000,000 

Klio III $ 4,000,000,000 

StoneTower II $ 300,000,000 

Buchanan I $ 1,000,000,000 

To:Jhoma I $ 1,000,000,000 

Abo:JCU5 HGI $ 900,000,000 

Tallships I $ 1,500,000,000 

. 'fataL ···::{;*~;~t~~~!VOr~Rofobq··· . 
.. Tho;: infoTmoti~)n ".n tnhl P~L~"" has b'~l'll pro .... h,it>(1 ~)' Be:'ll" SteJn\s Asset M.:anagl'me"t In,;' 

".j;~14~~~~!1~.f~1~t~:,~,~~:jJ1~~iftI~J~;~i;~t;~};,):;I·~~jir~Jij;:,,>;;.:'?::; 
High Gro:Jde ABS COO 

High Grade ABS COO 

Mid Grade ABS COO 

CLO"2 (BSAM is Sub-advisor) 

Mid Grade ABS COO 

High Grade ABS COO 

CLO"2 (BSAM is Sub-advisor) 

Mezzanine ABS COO 

CDO"2 

CDO"2 

Mezzanine ASS COO 

- 7-

June-04 

October-04 

October-04 

November-04 

March-OS 

September-OS 

October-OS 

November-06 

November-06 

Novembel'-06 

Dcccmbcr-06 

';", 

BEAR 
STEARNS 



n o 
~ 
~ 
g. 
e:.. 
>-3 
(ti 

~ g 
~ 
~ 
~ 
0.-

~ 

~ 
cJCl 
§ 

IJ:j 

~ n n 
o 
o 
o 
o 
o 
0\ 
-.l 
00 

Summary of Existing CDOs - Klio I 

• Issued in June of 2004 
• Collateral includes 73% RMBS & ABS, and 27% CDOs 
• Deal size of $2.5 Billion 

• W ARF of 23 vs. 40 Test 
-0 Passing all OC and IC Tests as of 12/31/06 

• Class Bs placed on Watch Positive by S&P on December 22,2006 

Moodys Ratings S&P Ratings 
~ro1ia ,j""i:t' '~~t'I' '~lhbiliit~'1<.t,;~:~p.~rc«!;nil:).~i:;Cumuiatt~i " \. "",Y?ii, ,g"JI~ ", ,m,.,"oi.!, •• n' ,.,~,.,;l"." ,", ,.,,/tlffi! a&~:,r!g" J.[~~oil!it.~:rmr,;';ri~ P~rcE!nt'i~~~;SCli~~rative 1;::~ 
Aaa 958,158,656.50 39.83 39.83 AA.A 1,187,008,188.77 49.34 49.34 

Aal 201,356,263.25 8.37 48.20 AA+ 251,379,151.03 10.45 59.79 

Aa2 723,787,038.24 30.09 78.29 AA 594,617,606.51 24.72 84.51 

Aa3 153,363,892.41 6.38 84.66 AA- 105,765,637.22 4.40 88.91 

A1 40,320,361.55 1.58 86.34 A+ 58,926,399.54 2.45 91.36 

A2 191,3D3,744.52 7.95 94.29 A 153,176,251.02 6.37 97.73 

A3 29,551,DOO.00 1.23 95.52 A- 14,140,000.00 0.59 98.31 

Baal 0.00 0.00 95.52 BBB+ 0.00 0.00 98.31 

Saa2 0.00 0.00 95.52 BBS 0.00 0.00 98.31 

Baa3 0.00 0.00 95.52 66S- 0.00 0.00 98.31 

NR!WR 107,748,762.48 4.48 100.00 NR/WR 40,586,484.87 1.69 100.00 

• The informJthm l.'ltl th;:j. pagt!' h:'ls bt"en provided 1'0), r.r.~r Sleolms ,l,:;set M.:m~geml"nt In .. -
- 8- BEAR 

STEARNS 
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Summary of Existing CDOs - Klio II 

• Issued in October of 2004 
• Collateral includes 74% RMBS & ABS, and 26% CDOs 

• Deal size of $5.0 Billion 

• WARP of 22 vs. 40 Test 

• Passing all. OC and IC Tests as of 12/31/06 
• Class Bs and Cs placed on Watch Positive by S&P on December 22,2006 

Aaa 1.827,550,004.84 35.57 36.57 AAA 2,344,719,095.03 46.92 

Aa1 871,968,967.73 17.45 54.02 AA+ 842,047,616.90 16.85 

Aa2 1,168,184,684.45 23.37 77.39 AA 1,071,541,448.48 21.44 

Aa3 394,263,576.81 7.89 85.28 AA· 253,787,213.37 5.08 

Al 176,058,602.87 3.52 88.80 A+ 195,834,865.78 3.94 

A2 275,785,851.86 5.s2 94.32 A 242,166,073.21 4.85 

A3 31,330,644.70 0.53 94.95 A· 21,348,000.00 0.43 

Baal 12,500,000.00 0.25 95.20 BBB+ 0.00 0.00 

6aa2 0.00 0.00 95.20 6B6 0.00 0.00 

Baa3 0.00 0.00 95.20 BBB· 0.00 0.00 

NR!WR 240,055,284.72 4.80 100.00 NR!WR 25,263,305.20 0.51 

• The inform.ltj\',n (,n thi:; p"gl." h~s Uet'll pro\rided by Re:w SteilMlS i'.sset I\t,lnasem.e1\t 1n.: ·9· 

46.92 

63.76 

85.21 

90.28 

94.22 
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99.49 
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Summary of Existing CDOs - Klio III 

• Issued in September of 2005 

• Collateral includes 74% RMBS & ABS, and 26% CDOs 

• Deal size of $4.0 Billion 

• W ARF of 24 VS. 40 Test 

• Passing all OC and IC Tests as of 12/31/06 

Aaa 1,485,604,165.57 37.41 37.41 AAA 1,839,870,331.12 

Aa1 724,450,350.71 1S.24 55.65 AA+ 781,394,92S.15 

Aa2 S86,910,675.98 22.33 77.98 AA 742,729,025.94 

Aa3 127,163,478.60 3.20 81.18 AA- 107,124,740.88 

A1 77,678,505.14 1.96 83.14 A+ 113,968,929.81 

A2 307,323,202.70 7.74 90.B8 A 211,663,037.15 

A3 48,179,000.00 1.21 92.09 A- 14,525,000.00 

Baal 0.00 0.00 92.09 BBB+ 0.00 

Baa2 0.00 0.00 92.09 BBB 0.00 

Baa3 0.00 0.00 92.09 BBB- 0.00 

NR!WR 314,187,815.75 7.91 100.00 NR!WR 160,221,201.40 

.. Thl! informiltiim .;m thi$ P;\gl!' has b~n pro\:ided by Be.:\\" SleilnlS A$set M.m.:lg('ml~lt In .. - -10 -

46.33 46.33 

19.68 66.00 

lS.70 84.70 

2.70 87.40 

2.87 90.27 

5.33 95.60 

0.37 95.97 

0.00 95.97 

0.00 95.97 

0.00 95.97 

4.03 100.00 
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Summary of Existing CDOs - HGSC I 

o Issued in October of 2004 

• Collateral includes 65% RMBS & ABS, 28% CDOs, and 7% CMBS 

• Deal size of $1.0 Billion 

• W ARF of 113 VS. 125 Test 

• Passing all OC and Ie Tests as of 12/31/06 

S&PRatin. 

fj:'MMlUOMtMWifEflGnmiiMihW 
Aaa 155,557,267.68 17.57 17.57 AAA 169,456,898.55 19.14 19.14 

Aa1 18,716,491.11 2.11 19.69 AA+ 9,000,000.00 1.02 20.16 

Aa2 35,699,630.87 4.06 23.74 AA 59,814,504.62 6.76 26.92 

Aa3 4,000,000.00 0.45 24.19 AA· 6,000,000.00 0.90 27.82 

Ai 53,000,000.00 5.99 30.16 A+ 106,000,000.00 11.97 39.79 

A2 530,638,667.71 59.97 90.15 A 443,202,804.20 50.07 89.66 
-

A3 11,643,861.78 1.32 91.46 A· 20,550,000.00 2.32 92.16 

Baal 2,818,288.42 0.32 91.76 BBB+ 24,000,000.00 2.71 94.89 

Baa2 72,7.59,421.87 8.22 100.00 BBB 45,209,421.87 5.11 100.00 

Baa3 0.00 0.00 100.00 BBB· 0.00 0.00 100.00 

NR/WR 0.00 0.00 100.00 NR!WR 0.00 0.00 100.00 

"The inform..lti(ln ~~tl thi:io pat~~ h:"s bt:'1!'u provided ~y BC':.l' Sle.:an\S Asset fvl"1M3gelJle'nt 11\.;' 
·11· BEAR 
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Summary of Existing CDOs - HGSC II 

• Issued in March of 2005 
o Collateral includes 90% RMBS & ABS, and 10% CDOs 

• Deal size of $800 Million 

• WARF of 92 vs. 100 Test 

• Passing all OC and XC Tests as of 12/31/06 

Aaa 36,556,760.49 4.57 4.57 AAA 45,386,698.70 

Aal 42,400,000.00 5.30 9.87 AA+ 85,171,086.00 

Aa2 108,097,031.85 13.51 23.38 AA 179,527,732.17 

Aa3 47,377,040.43 5 .. 92 29.30 AA- 84,331,712.59 

A1 140,693,818.01 17.59 46.89 A+ 115,173,429.68 

A2 246,983,467.09 30.87 77.76 A 231,758,042.77 

A3 54,262,938.33 6.78 84.54 A- 27,373,938.33 

Baal 0.00 0.00 84.54 BBB+ 0.00 

Baa2 0.00 0.00 84.54 BBB 0.00 

Baa3 0.00 0.00 84.54 BBB- 0.00 

NR!WR 123,666,134.38 15.46 100.00 NR!WR 31,314,550.35 

... The inform<lHon ('on thi$ pagt" has IJI."t'n pro .... ide!.i ~Y' BeM Sleol"lS A$set Moln:l~mf"l\t tnl.~ -12 -

5.67 5.67 

10.65 16.32 

22.44 38.76 

10.54 49.30 

14.40 63.70 

28.97 92.66 

3,42 96.09 

0.00 96.09 

0.00 96.09 

0.00 96.09 

3.91 100.00 
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Summary of Existing CDOs - StoneTower CDO I 

• Issued in November of 2004 

• BSAM is Sub-Advisor (Focusing on Portfolio of CLOs) 

• Collateral includes 60% High Yield Loans, and 40% CLOs 
o Deal size of $300 Million 

• W ARF of 973 VS. 1025 Test 

• Passing all OC and Ie Tests as of 12/31/06 

Aaa 17,000,000.00 7.17 7.17 AM 17,000,000.00 

Aal 0.00 0.00 7.17 AA+ 0.00 

Aa2 0.00 0.00 7.17 AA 0.00 

Aa3 4,000,000.00 1.69 8.85 M- 0.00 

Al 0.00 0.00 8.65 A+ 0.00 

A2 0.00 0.00 8.65 A 4,883,663.63 

A3 0.00 0.00 8.65 A- 0.00 

Baal 0.00 0.00 8.85 BBB+ 0.00 

Baa2 174,492,461.21 73.55 82.40 BBB 179,606,597.56 

Baa3 15,000,000.00 6.32 88.72 BBB- 0.00 

NR/WR 0.00 0.00 88.72 NR!VVR 9,000,000.00 

• The informJlklT1 ~'l' thh: p(lg~ has bt't'n pro\-'ided by Be;w Steams :\:-.stt !\-I.lnJr,t'Illt"llt Ill..: - 13-
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0.00 

0.00 
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0.00 

3.79 

7.17 

7.17 

7.17 

7.17 

7.17 

9.22 

9.22 

9.22 

84.93 

84.93 
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Summary of Existing CDOs - Stone Tower CDO II 

• Issued in October of 2005 

• BSAM is Sub-Advisor (Focusing on Portfolio of CLOs) 

• Collateral includes 60% High Yield Loans~ and 40% CLOs 

• Deal size of $300 Million 

• W ARF of 1492 vs. 1500 Test 
• Passing all OC and Ie Tests as of 12/31/06 

Aaa O.OQ 0.00 0.00 AAA 0.00 0.00 0.00 

Aal 0.00 0.00 0.00 AA+ 0.00 0.00 0.00 

Aa2 0.00 0.00 0.00 AA 0.00 0.00 0.00 

Aa3 3,000,000.00 2.24 2.24 AA- 0.00 0.00 0.00 

Al 0.00 0.00 2.24 A+ 6,000,000.00 4.48 4.48 

A2 6,000,000.00 4.48 6.72 A 0.00 0.00 4.48 

A3 4,000,000.00 2.99 9.70 A· 0.00 0.00 4.48 

Baal 0.00 0.00 9.70 BB6+ 802,312.96 0.60 5.08 

Baa2 85,375,217.17 63.71 73.42 BBB 90,822,904.21 67.78 72.86 

Baa3 20,500,000.00 15.30 88.72 866- 20,500',000.00 15.30 88.16 

NR!WR 6,250/000.00 4.66 93.38 NR!WR 7/000/000.00 5.22 93.38 

'" Th~ informilti~.., c)rl thi;;. pag~> has been pro .. ·ided by Real' Sieilnu Asset MolnJgenll."nt In\.' -14 - BEAR 
STEARNS 
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Summary of Existing CDOs - Tallships CDO I 

• Issued in December of 2006 

• Collateral includes 72% RMBS & ABS, and 28% COOs 

• Deal size of $1.5 Billion 
o W ARF of 357 VS. 370 Test 

• Passing all OC and Ie Tests as of 12/31/06 

Aaa 0.00 0.00 0.00 AAA 0.00 0.00 0.00 

Aa1 0.00 0.00 0.00 AA+ 0.00 0.00 0.00 

Aa2 0.00 0.00 0.00 AA 0.00 0.00 0.00 

Aa3 0.00 0.00 0.00 AA- 0.00 0.00 0.00 

Al 0.00 0.00 0.00 A+ 0.00 0.00 0.00 

A2 4,500,000.00 8.53 8.53 A 4,500,000.00 8.53 8.53 

A3 0.00 0.00 8.53 A- 0.00 0 . .00 8.53 

Baal 0.00 0.00 8.53 BBB+ 0.00 0.00 8.53 

Baa2 48,250,000.00 91.47 100.00 BBB 48,250,000.00 91.47 100.00 

Baa3 0.00 0.00 100.00 BBB- 0.00 0.00 100.00 

NRlWR 0.00 0.00 tOO.OO NR!WR 0.00 0.00 100.00 

... Th~ informolti~ln \.)ll this. P~tt~ h~s b~n provided by B('.,1' Ste.ln\s A$set M,)n~geme'nt .11\ .. - - 15- BEAR 
STEARNS 
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Summary of Existing CDOs - Buchanan CDO I 

• Issued in November of 2006 
• Collateral includes 75% RMBS & ABS, and 25% CMBS 

• Deal size of $1.0 Billion 

• WARF of 371 
• Passing all OC and Ie Tests as of 12/31/06 

• The informJIl,m (In thb P~IP." has bt:"t'll provided by lk-J1" Sle~",s i'sset Molnlgemt"nt 'l\~ -16 - BEAR 
SlB\RNS 
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Summary of Existing CDOs - Tahoma CDO I 

• Issued in November of 2006 

• Collateral indudes 100% Single-A and Double-A CDOs 

• Deal size of $1.0 Billion 

• WARF of 110 
• Passing all OC and Ie Tests as of 12/31/06 

'" Thl" informOltii.~n (.n thi:,; patt~ has bl:"t'l' pro"'id~d ~~. Bear SteJnlS A,$set t\t.lnagem~llt ht..: ·17· BEAR 
STEARNS 
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Summary of Existing CDOs - Abacus 2006-HGI 

• Issued in November of 2006 

• Collateral includes 100% Single-A CDOs 

• Deal size of $900 Million 

• WARF of 120 
• Passing all OC and IC Tests as of 12/31/06 
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Investment Process 

• Monitor the macro-economic environment including; 
CDP 
Level & Term Structure of Interest Rates 
Federal Reserve Monetary Policy 
Consumer and Mortgage Debt 
Local and Regional analysis thru REMACH (Regional Macroeconomic/Housing), a 
BSHG developed proprietary model 

• Based upon Inacro-econolnic view, determine asset class allocation and ratings 
stratification 
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Investment Process 

• Source and screen potential investments based on rating agency criterion 

o Prioritize clean, new issue quality assets 

o Analyze potential qualifying secondary assets 

o Filter out assets based upon collateral quality test performance, concentration 
lilnitations, payment frequency, Inaturity as well as weighted average life, and 
ratings 
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Investment Process 

• Review Debt Marketing Materials, Prelilninary Offering Memorandums, Portfolio 
Construction, Cashflow Projections focusing on: 

Collateral characteristics 
Structural features 
Credit Enhancement 
Coverage Tests 

• Verify Robustness of Rating and perform Quantitative Analysis using: 
Proprietary Models 
Rating Agency Discussions 
Underwriter Discussions 

• Run Scenario Analysis relative to cohorts 
Coverage Test sensitivity 
Cumulative Loss Percentage analysis to PIK, interest shortfall and principal 1055 etc. 
Give subject order to underwriter 
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Investment Process 

• Portfolio Managers conduct final review: 
Inspection of final Offering Memorandum, Computation Materials, and Indentures. 

Inspection of final portfolio. 

Order goes firm. 

• Tht! informilli,m \'TI th;:) past!' has ut't'n pro .... lded by Hear SleolntS A$set ~·t'lnagel1lent hI.;' - 22- BEAR 
STEARNS 



n o 
~ 
~ 
&. 
e:.. 
>-3 
(ti 

i g 
~ 
~ 
~ 
0.-

~ 

~ 
~ 

IJ:j 

~ n n 
o 
o 
o 
o 
o 
0\ 
'-0 
w 

Investment Process 

• Using a proprietary surveillance system, nll assets are reviewed monthly and those showing signs of future 
credit deterioration or poor performance are "flagged" for further review. 

For RMBS, triggers include changes in delinquencies, cumulative loss, initial and current credit enhancement and CPR 
rates over time. 

For CDOs, triggers include changes in all coverage ratios and weighted average portfolio rnting over time, CCC buckets, 
loss, defaulted securities. 

• COO, RMBS, ABS, and Corporate portfolio managers and credit analysts evaluate the reported statistics on 
Hagged positions and perform additional analysis when necessary. All comments are passed on to the 
Senior Portfolio Managers and logged iri the Surveillance System. 

• The BSHG investment strategy and proprietary asset tracking system allow the portfolio managers to 
quickly identify and sell any suspect assets before credit deterioration begins or ratings downgrades occur. 

• Additionally, BSAM Risk Management provides an overlay to the BSHG Surveillance Team that includes 
over seven professionals. 
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Portfolio Management and Surveillance System 
• BSHG has developed their own proprietary Surveillance, Portfolio Evaluation, 

Analysis and Risk System. 

• The Surveillance System is a specialized database, reporting and analysis tool 
designed especially for structured products and their underlying portfolios. 

• Information from Data Vendors is aggregated in the Surveillance SystelTI to get a 
broad picture of an asset's perforn1ance and stability: 

Intex API 
Bloomberg 
Loan Performance 
Trustees and Servicers 
Rating Agencies 

• Alerts and Collateral Management reports are generated every day based upon 
updated information from data providers and their own specialized algorithlTIS 

• Analytics: 
CPR & CDR Technologies, Inc. 
Intex, Bear Steams BondStudio and Bloomberg 
Proprietary Models . 
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Economic Research & Strategies 

o BSHG developed a proprietary model of local 
and regional macroeconomic conditions called 
REMACH (Regional MACroeconomic 
Housing) meant to act as a forward looking 
indicator of default, delinquency, and 
cumulative loss. 

o The purpose of the product is to; 
Provide a mechanism to rank MSA's based on a 
set of local/regional macroeconomic factors and 
an overall index. 

Provide a macroeoconomic rating system for 
RMBS pools based on a weighted average 
model of the above rankings. 

- Provide monthly and quarterly forecasts of 
MSA delinquency, default, and cumulative loss 
rates. 
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Economic Research & Strategies 

• The model covers; 

234 top MSA's 
48 out of 50 States 

Approximately 93%, of the U.S. metropolitan population. 

Approximately 96% of all Jumbo, 93% of all Alt-A and Sub-Prime Loans outstanding in the 
LoanPerformance Database. 

• Basics of the model: 

Pe1form.ance = F(AF,RF) + E 

Performance defined broadly as economic prospects, mortgage delinquency, and default. 

AF= Aggregate Factors 
• Output, Sentiment, Monetary Policy 

RF= Regional Factors 

• Output/Income, Employment, Home Prices 
E= Excess amounts over model forecasts. 
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Sample of Investment Screening Process 
JOe~1 N~'1:"~~'I;~AMBER v ,- ~.,~,.M"_'t ,,'~~, "'~""C<W -~~ '" ~" ~. .',' T" ". - ~r~-"'~""'r11~ljO·~t;.~;;j~:,~~;·~~;TJ·'·<···"'· _.' 
jCOliater,aITYl><>ltl! ' 
jCollalew l'tOliI~"i 

19.5% Sal and 0.5% Sa2 (nothing I ... ). 
(Mo.): 20% SyntheUcs, 20% BIG (15% 631, 5% 632, Nothing l ... ), 90% RMBS. 25% CMBS, 00<17.5% COOsIPlK 

OC Halrcuts: 2S'fo 6S) Free BUcl<ilS wIlIll0%/2O%l500/0 
20% of the portfolio may be In pound ster%lnq or ~uro ~ith S% !ubtue-et Ie FX risk due to amorti.zation dlft'erenr:e from sKcac:ted 

)C,T .. !(C1!shlon, 1I":aest:(Ci 

·;A>3IMA----V 
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Surveillance System Security View with Risk Stats 
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Tools for Loan Level Analytics 

(;I PooljDeal/Cusip 

Cl Additional variables 

o ~15A 
e C85A 

Cohort Definition Screen 

o ARM Options 

o P~1! Code 

fJ Portfolio 

Copyright © 2000-2007 CPR & CDR Technologies, Inc. AI! rights reserved. 
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Biographies 
Portfolio Management Team 

Ralph Cioffi - Swior M£l1Iagillg Director, Smior Portfolio Matlllger mId Risk Management 
Mr. Cioffi is a Senior Managing Director and has been with BearSte<lrns since 1985 and is a member of Bear Stearns Asset' 
Mana<>ement's Board of Directors. From 1985 through 1991 Mr. Cioffi worked in institutional fixed income sales where he 
specia1ized in strllctured finance products. He servea as the New Yo.rk head of fixed income sales from 1989 through 1991. From 
1991 through 1994, Mr. Cioffi served as global product and sales manager for high grade credit products. He was involved in the 
creation of the Structured Credit effort at Bear Stearns and was a principal forceoehind Bear's position as a leading underwriter 
and s~~ondary tr~de~ of structured fi~ance seCl~rities; specifically CoUaEer<:lized De~t Obliga~ons and Esoteric Asset Backed 
Securities. Mr. CIOffi has been managmg the High Graae Structured Credit Strategies Puna. smce March of 2003. He holds a B.S. 
degree in Business Administration from Saint Michaels College, Vermont, and is a member of the international business 
management and administration honor society, Sigma Beta Delta. Mr. CiDffi is also a registered investment ad visor. 

• Ray McGarrigal - Senior Managing Director, Senior Portfolio Manager, CDO Stntctttring, Modelillg and Sttrveillatlce 
Mr. McGarrigal started his Wall Street career with Bear Stearns in 1991 in the Financial Analytics and Structured Transactions 
(F.A.S.T.) group as an analyst. He moved to UUS in 1993 and worked as a CMO structurer and CMO floater trader until 1995. 
Following 11i5 tune at UES, Mr. McGarrigal was a member of the New York Mercantile Exchange where he traded options on 
ene.rgy futures as a IDcal. He returned to Bear in 1997 and has structured a wide variety of fixca income structured products in the 
F.A.S.T. group. His product specialties include all types of Collnteralized Debt ObligatIOns (COOs), Residential Mortgage Backed 
Securities (RtvffiS) and structured credit derivatives. 1-1e brings to BSAM an in-deptn understanding of structure, risk, tne ratings 
process and relative value analysis across a wide range of fixed income structured credit products. Mr, McGarrigal holds an 
M.B.A. in Finance from New York University and a B:S. in tvlathematics and Business Economics from the State Un.iversity College 
at Oneonta. 

Matthew Tannin - Seniol'Managing Director, Chief Operat"illg Officer, Detll DOCHl1Ientntion, Struchlrillg IlIld Fumfing 
Mr. Tannin is a Senior Managing Director and has been with Bear Stearns since 1994. He spent seven years on the Collateralized 
Debt Obligatiol1 structuring ClesK focusing on Emerging Markets, High Grade and Market Value transactions. From June of 2001 
through February of 2003, fte followed the CDO market as a Bear Stearns CDO research analyst in the asset-backed research group. 
Mr. Tannin hilS a J.D. from the University of San Francisco, was a law clerk on the California Court of Appeal and a Preston Warren 
schoi<lr in philosophy at Bucknell University. He is a registered investment advisor. 
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Biographies 
Portfolio Management Team 

• 

• 

Patrick Fleming - Managing Director Prillcipal, Dml Structuring and Documentation 
Mr. Fleming joined BSAM in March 2005 as a Managing Director Principal primarily responsible for BSAM's legal, structuring, tax 
and accounting, and rating agency interaction. He was pLimarily a senior manager of the Financial Analytics and Structured. 
Transactions (r.AS.T.) Group within Bear, Stearns & Co. Inc. where he was priImuilv responsible for deal structuring, deal 
origination and deal execution in the structured product areas of Agency, MBS, CMSS, CDO, ABS and CDS. Prior to joining Bear 
Stearns in 1996, Mr. Fleming received a B.A. in Political Science from Colgate University and a J.D. from South Texas College of 
Law. 

Som Dasgupta - MmUlging Director Principal, Trtlding Stmtegist 
Mr. Dasgupta joined BSAM in 2006. He came from PNC Capital at which he managed the Equity Trading, Equity Derivatives 
Trading and Convertible Bond Arbitrage Trading Desks. He was a senior trader for JP Morgan's Equity Derivatives Trading Group 
and a book-runner in its Credit DeLivatives Group. Mr. Dasgupta holds a doctorate from Syracuse University and a bachelor's 
degree from St. Xavier's College in India. 

Andrew Lipton - Mallagi11g Director, Portfolio Mtl1lllge1lle1lt mId Surveil/mIce 
Mr. Lipton, came to BSAM after being a Vice President-Senior Credit Officer in the Structured Finance Group at Moody's Investors 
Service. MI'. Lipton ilnalyzed and wrote about many asset-backed and mOl'tg'lge-backed securitizations at l'vloody's, involving 
numerous asset classes. His background in mortgage-related assets includes the prime and subprime sectors, Alt-A mortgages, 
home equity, BELOCs, high LTV, seasoned mortgages, tax liens, and timeshares. Mr. Lipton was as an attorney with the 
Department of HOllsing Preservation and Development of the City of New York before going to Moody's. Mr. Lipton obtained his 
J.D. from I·.!ofstra Lm·1l School and his B.A. frol11 Queens College. 

Stuart Rothenberg - Mmtagillg Director, Portfolio Mll7lageme1tt alld SUI"Ueilltl1lce 
Mr. Rothenberg joined BSAM in November of 2005. He is cunently responsible for structuring, analysis and surveillance of CD Os 
issued bv BSA1I.1 as well as the CDO investments of the Bear Stearns High-Grade Structured Credit Strategies Funds. Prior to 
joining aSAM, he spent 6 years at S&P where he was a Director in the COO group. Prior to S&P, he was the Product Manager of 
Structured Finance Trust Services at IBJ Schroder. Mr. Rothenberg holds an MBA in Finance & Investments from Baruch College 
and BS degree in Business Administration from the State UniverSity of New York at Oswego. 

• Steven Van Solkema, CFA - Managing Director, POrifolio Managemeut a1td Surveillance 
Mr. Van Solkema has worked for BSAM since 2003. He is currently responsible for structuring, analysis and surveillance of CDOs 
issued by BSAM as well as the CDO investmentc; of the Bear Steams High-Grade Structured Credit Strategies Funds. Prior to that, 
he spent five years at Goldrnan Sachs as a perfonnance and risk analyst where he specialized in attribution analysis of leveraged 
fixed income accounts. He holds an M.B.A. in Finance from NYU Stem, and, a B.B.A. in Finance and Investments from B,uuch 
College where he was Solon E. Summerfield Scholar. Mr. Van Solkema is also a CPA charterholder. 
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Biographies 
Portfolio Man.agement Team 
• Ardavan Mobasheri - Managillg Director, Economist and Qualftitatil'e Strategist 

Mr. Mobasheri has been with Bear Steams since 2002. He spent two years as a strategist in the Portfolio Strategies Group focusing 
on balance sheet and portfolio analysis of Banks, Thrifts, and Credit Unions. From 2000 to 2002 he was a Partner and Head of Risk 
Management and Trading at TriStar Advisl)rs LLC. Mr. Mobasheri has a M.S. in Financial Engineering from Polytechnic 
University in New York and is currently a PhD candidate in Economics at the City University of New York. He IS a CPA 
Charterholder (CFA) and a certified Financial Risk Manager (FRM). 

• Laurence T. Freed - Mal1aging Director, Chief Survdllance Officer and Tec1molof51J Officer 
Mr. Freed joined BSAM in 2004. Prior to joining BSAM, he was a vice president/senior credit officer with Moody's Investors 
Service in the structured finance group. Mr. Freed began his career as a derivatives product specialist with Bear, Stearns & Co. Inc. 
Mr. Freed holds a Masters ofIntematlOnal Affairs from Columbia University and a B.A. magna cum laude in History from Rutgers 
University. 

Joanmarie Pusateri - Managing Director, CP alld FU11d Positiott Fit/allcitlg 
Ms. Pusateri has worked in the Bear Stearns institutional fixed income sales department for 19 years where she focllsed on trade 
settlement and administration for asset-backed, government, mortgage and corporate bonds. She is currently responsible for 
managing BSAM's settlements and. financing actIVities including all the ABS CP funding for the KLIO vehicles. Ms. Plls.\teri 
received a B.A. in Business Administration from Adelphi University in 1983, 

Manuel E. Villar - Mmlagillg Director, Credit-Default Swaps Trading mId Hedgillg 
Mr. Villar joined the BSAM in 2004. but has been managing fixed income portfolios and trading fixed income securities and 
derivatives since 1994.. Prior to joining Bear Stearns, lvu·. Villar was the head trader at Westmoreland Capital Management, a 
structured credit asset manager. From 1994 through 2000, Mr. Villar was a Vice President at UBS Global Asset Management where 
he served as Portfolio Manager in the Quantitative Investments Group responsible for the management and trading of fixed 
income structured, indexed, and listed del'ivatives portfolios. Mr. Villar earned his B.S. in Finance/Economics fro111 Fordham 
University in 1994. 

• Peter Reagan - Ma1taging Director, Credit Analyst 
Mr. Reac;an joined BSAM in July of 2005 from the Bear, Stearns & Co. Inc. Fixed Income Research group where he followed the 
financial institution and health care sectors. Prior to joini~ Bear Steams in 2002, Mr. Reagan was a Director with Fitch Ratings, 
covering financial institutions. During his tenure at Fitch l-<.atings, Mr. Reagan was also a read ratings analyst for a broad array of 
mortga&e and non-mortgage structured finance transactions. Mr. Reagan Fias an M.B.A./M.S. in Accounting from Northeastern 
UniverSIty, and a B.A. in Economics from Union College. In addition to attaining the CPA designation, Peter has also completed 
Levell of the Chartered Financial Analyst program. 
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Biographies 
Portfolio Management Team 

James Karper - Associlltc Director, Portfolio Management and SlIn1cillallce 
Mr. Karper has been with Bear Steams since 2001. He is presently an analyst focusing on sub-prime and residential mortgage 
backed securities. Prior to joining BSAM, he was a trader on the Institutioilal Futures Agency Desk covering financial and energy 
products for Asia/Pacific hours. Mr. Karper received his B.A. in History from Hobart and William Smith College in 1998. 

Dhruv Mohindra, CFA - Associate Di1'cctor, Port/olio Matlllgc11Ieut awl SunJeiIlallcc 
Mr. Mohindra joined BSAM in 2005 as research analyst responsible for analysis and trading of residential and commercial 
mortgoge-backed securities. Prior to joining BSAM, Dhruv worked at Moody's Investors Service as a residential mortgage backed 
analyst and prior to that worked in structured product sales at Deutsche Bank in London. Mr. Mohindra holds an MBA in Finance 
froni the Stern School of business. Prior to attending business school Dhruv workt:d at Goldman, Sachs & Co., initially in C1 risk 
management capacity and subsequently in equity sales. Dhruv holds undergraduate degrees in Economics as well as Business 
Adm.inistration from Boston University. In aCldition, he is a Chortered Financial Analyst and a Licensed Real Estate Broker. 

Douglas Logan - Associatc Director, Credit Analyst 
l'vIr. Logan joined BSAM in 2004, but has been with Bear Stearns since 1997 where he was part of the institutional iixed income 
department. He spent two years as a senior research analyst focusing on industrial credits followed by five years as a High Grade 
Corporate trader and salesperson. Prior to working at Bear Stearns, Mr. Logan was with PaineWebber for five yeilrs \vorkin~ with 
municipal securities. Mr. Cogan has an M.B.A. from Columbia University and B.A. in Mathematics from Franklin & Marshall 
Col1ege. 

Peter Hamptian - Vice Presidellt, Credit AlIalyst 
Mr. Hamptian joined BSAM in 2005 to research Equity ideas for the High Grade Structured Credit Group. He was a partner at 
GKM Asset .M,magemellt co-managing the equities hedge fund. Prior to thilt, he mam1ged the equity investments of the V. S. 
Hovnanian Group in New Jt'l'sey for ten yt'ars. He acqUired an MA from Columbia University and holds a B.A. from Rutgers 
University. 

Jaime Silvela - Vice Prcsidmt, Database Architect 
Mr. Silvcla joined BSAM in May 2005 as a programmer for the Bear Stearns High Grade Fund. Prior to Bear Stearns, Mr. Silvela 
completed an M.S. in Computer Science from Columbia University in 2005, ana spent three years in the technology industry as a 
programmer at Nortel Networks and IBM. Mr. Silvela also holds a B.S. and an MS. in Electrical Engineering from the Universidad 
ae Politecnica in Madrid, Spain. 
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Biographies 
Portfolio Management Team 

Anuie Chmtiack - QUlmtitati1'C Specialist 
Ms. Cherniack joined BSAM in August of 2005. Prior to Bear Stearns, Ms. Chemiack was an Asset Backed Security origination 
analvst for Citigroup and ABN AMRO Inc. She earned a B.A. with Class Honors in Economics from the University of Michigan
Ann" Arbor in 20()!, and recently completed Level II of the Chartered Financial Analyst program. 

• Michael Moriarty - QllaHtitative Specialist 
Mr. Moriarty joined BSAM in 2006 to d.evelop a cash flow model for COOs to sUPRort the investment d.ecision making process. He 
was with S&P Global COO Group in which fie performed risk analysis on CDOs. The bachelor's degrl'e he holds is from James 
Madison University. 

Alejandro J. C De Baea - Software De'l'eloper 
Mr. C De Baca joined Bear Stearns in June 2006 to enhance the BSAM's portfolio surveillance system. Before coming to Bear, he 
worked as a researcher in statistical methods in artificial intelligence. He has a M.S. degree in Infom1ation Science trom the 
University of Michigan. 

Chris Koltmovic - JUllior Trader I Qtlautitative Analyst 
Mr. Kolanovic joined BSAM in May 2006. Prior to that, Mr. Ko.\anovic was a business analyst at The Bank of New York, in a group 
that managed an investment portfolio of MBS, CMHS, and ABS. r'Ie earned a B.A. in Mathematics and Computer Science with 
Honors from New York University in 2002,_ 
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