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Putting the theory to work

Infinite, homogeneous portfolio

» In the first part of our series we release the Large Homogenous Pool Model in the standard version as well as a version using the Gauss-
Hermite Integration technique

» This publication has been structured as a user guide to be used in conjunction with the excel-based model. Whilst we do briefly touch
upon the main theoretical concepts, we do not go into detailed explanations and proofs, as this information has been widely discussed and
is readily available. Instead, we focus on how to implement the theory and apply the models

» Given the simplified assumptions behind this model, it is not a pricing tool for CDO tranches but instead is the first step to allow the user to
appreciate the impact of key parameters such as correlation, recovery and spread on the value of a specific tranche

» Additionally, as the pool is considered to have an infinite and identical number of obligors, aspects such as idiosyncratic risk are not
specifically treated. We will relax and analyse these points in the upcoming models

Large Homogeneous Pool Model:

httos://research.dresdnerkleinwort.com/document/FILE.pdf?REF=241839

Large Homogeneous Pool Model with Gauss-Hermite Integration:

https://research.dresdnerkleinwort.com/document/FILE.pdf?REF=241841
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Model components at a glance...

Discount Rate (%) | 5.00%|
Coupon payment frequency (p.a.)

Average Recovery (%) 40.00%
Index Spread (bps) 100.00
Hazard Rate ~ Clean spread 166.67
Cumulative Default Probability 8.17%
Total Portfolio Notional 1,000,000
Value Date 04-Sep-08
Maturity Date 20-Sep-13
Next Coupon Date 20-Sep-08
Horizon (as a year fraction) 5.1167
Maturity in months 60
Correlation 20% .

Numerical Integration Portfolio default rate distribution

Probability
0.0396953 0.0398942 0.0396953 45%

40% A
Portfolio default distribution, conditional on factor .
1 0.02% 0.02% 0.02% 3:5% 1
2 0.23% 0.20% 0.17% 3.0% -
25%
20 6.209% 5.620% 5.077% 20% -
21| 6.579% 5.963% 5.393% 1'50/
1.0% |
1 0.46% 0.38% 0.31% 05% -
2| 459% 3.92% 3.34% | | | ‘ ‘ |

00%

PO PR PR 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
20| 100.00% 100.00% 100.00% Portfolio Default Rate

21 100.00% 100.00% 100.00% .
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The main model inputs

Spreadsheet screenshot

Deal Parameters

Discount Rate (%)

Coupon payment frequency (p.a.)
Average Recovery (%)

Index Spread (bps)

Hazard Rate ~ Clean spread
Cumulative Default Probability
Total Portfolio Notional

Value Date

Maturity Date

First Coupon Date

Horizon (as a year fraction)
Maturity in months
Correlation

8.17%
1,000,000
04-Sep-08
20-Sep-13
20-Sep-08
5.1167

Underlying assumptions

‘ Although not needed when pricing single name CDS or CDS indices, the
~ correlation parameter is the key assumption for pricing CDO tranches.

2:Gow

Based on the spread and average recovery (R) we can estimate the hazard

rate(A) from the clean spread:
_ spread

)
The cumulative default probability to any time t (PD,) can then be calculated as
PD,=1-SP =1-¢*

Payment dates:
20th of March, June, Sep, Dec

Correlation drives the shape of the loss distribution, and hence the risk allocation
between the tranches.

» Key portfolio assumption: In the large homogeneous pool framework, the CDO collateral pool is assumed to be infinite in size and
homogeneous. Homogeneity implies that the index is equivalent to a single name CDS with identical spread and recovery

» In addition, without loss of generality, we assume flat CDS spreads and a flat interest rate curve for discounting

» In line with market practices, we use quarterly CDS coupon payments. The model provides the flexibility to price contracts with maturities
up to 60 months, which is generally equivalent to 21 coupons payments. The first payment is with respect of the part quarter to the first

fixed coupon date

A member of Allianz @)
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The defining relationship between spreads and default probabilities

Fee leg, contingent leg and risky annuity

> The fair spread of a CDS contract is calculated by equating the present value of the expected future coupons payments (fee leg) with the
present value of the expected loss payable following an event of default (contingent leg)

» The key formula:
Where:
S = CDS spread
R =Recovery rate

T T A T

SZ e_ltAl‘SB + SZ e ! _t(SB -SP_))=(01- R)z e (SF, —SF_) Coupon payments, at timest =1t T
t=1 t\=1 2 O =1 y i =risk - free discount rate (p.a.)
Couponleg  Accrued coupon on default Contingent Leg A, = time period between coupon periods

At

SP, =Survival probability up to period t=¢
Fee Leg t
SP, — SP_, = Marginal default probability

> The risky annuity (PV01) can also be calculated using this relationship and can then be used as an estimate of the contract’s risky
duration (DVO01)

T T
e 'ASP+Y e %(Spt —SP_,)=PV01~DVol

t=1 t=1

» The CDS Index spread is calculated in a similar manner as for a single CDS. When assuming a homogeneous pool, the index spread and
recovery is the same as that of the underlying. For a heterogeneous pool, the index spread is calculated as the DV01-weighted average
spread of the portfolio, and the index recovery as the average recovery of the pool
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The defining relationship between spreads and default probabilities

Spreadsheet screenshot

1 20-Sep-08 0.044 99.78% 0.07% 99.93% 0.07%
2 20-Dec-08 0.253 98.52% 0.49% 99.51% 042% [ICouponteg i
3 20-Mar-09 0.250 97.30% 0.91% 99.09% 0.41% 4.30
4 20-Jun-09 0.256 96.07% 1.33% 98.67% 0.42% [JAcerual'on default!
5 20-Sep-09 0.256 94.85% 1.75% 98.25% 0.42% 0.009
18 20-Dec-12 0.253 80.43% 7.00% 93.00% 0.39% | 4.31 | 4.3081%
19 20-Mar-13 0.250 79.43% 7.39% 92.61% 0.39%
20 20-Jun-13 0.256 78.42% 7.78% 92.22% 0.39% F
21 20-Sep-13 0.256 77.43% 128.17% 91.83% 0.39% 2 1.0000%
W W
/ \\
/

Using the previously defined relationship between spreads
and survival (default) probabilities, the cumulative default
probabilities can be iteratively calculated from market
observed spreads

In our model, without loss of generality, we assume flat CDS
spreads, and hence given spread S and recovery R, the
cumulative default probability, to any time t, is simply:

t
PD,=1-¢ R =1-¢

A member of Allianz @)

Alternatively, the formula can also be applied to a set of
cumulative default probabilities, and the running spread can then
be calculated as

g Contigent Leg

Fee Leg

When pricing CDO tranches, this is the eventual aim.

For each coupon pay date, once the distribution has been
obtained, the survival probabilities for each tranche can be
calculated and the same relationship can be applied to obtain
the tranche spread.
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Moving to a CDS portfolio: correlation is key

Portfolio loss distributions for different levels of correlation

density
4.5%

4.0% :\
3.5%
3.0%
2.5%
2.0%
1.5%
1.0%

0.5%

0.0%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

portfolio loss rate
—p=5% p=20% = p=50% "= p=90%

Source: Dresdner Kleinwort Research
The portfolio’s expected portfolio loss (EL) is not influenced by the level of correlation

However, the correlation between the underlying obligors drives the shape of the portfolio’s loss distribution and hence the risk allocation
between the tranches

> Therefore, for single tranches correlation is an important parameter when determining the tranche EL and spread. When correlation is high
there is a higher probability of zero losses, however the probability of large losses impacting the senior tranches also increases
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The one factor model approach

Asset values are correlated via a common factor

>

Correlation between the portfolio constituents means that the default probability of one asset is dependant on the other assets in the
portfolio

Such dependent probabilities increase the mathematical complexity and therefore, rather than directly specifying correlation between the
assets, correlation is more efficiently introduced via a factor model where the correlation between each firm and a common
macroeconomic factor is modelled

Each asset (firm) is then correlated with this common market factor. Therefore, given a particular realisation of the market factor, the
individual asset default probabilities are then independent, and hence more easily handled

A one factor model is commonly used, where the value of the an asset is modelled assuming a linear relationship with the market factor
V()= Jp, M () + 1= p,,()

» The common factor M determines the systematic risk and can be interpreted as the state of the economy

» The idiosyncratic factor €, can be understood as a firm specific risk component

» Both M and all ¢, are assumed to follow independent standard normal distributions ( ®~(0,1) ) and therefore the firm value V,, is also a standard
normal

The asset correlation parameter p determines the extent to which the firm value depends on the common and the idiosyncratic risk
factors. For simplicity, we assume the correlation with the common market factor is identical for all assets:

Pp=p Vn
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The one factor model approach

Independent conditional default probabilities

> Using the simplest Merton framework, a default occurs if a firm’s value falls below a certain default barrier
PD, (1) = P[V;(t) < K;(1)]

> The joint default behaviour of two firms is hence modelled based on asset values, and the input parameter is therefore the asset value
correlation and NOT the default correlation

> Based on market observed CDS spreads the default probability to time t can be calculated (as before), and the default barrier for each
asset can then be backed out. As we are assuming a homogeneous pool, for all assets the CDS spread and hence the default
probabilities and default barrier are identical and calculated as:

K(t)=® ' (PD (1))
» Finally, the cumulative probability of default conditional on a given realisation of the common factor M is given by

t)—\/;m
l-p

PD (fm)= @ 24 e ——  PD(t)= VZPD(t\m)P(M —m)

> As discussed earlier, for a given realisation of the common factor m these probabilities are independent, and as we assume a
homogeneous pool, they are also identical for all assets

» At portfolio level, the assumption in the case of a large homogenous pool (i.e. an infinite number of assets) at the same time gives the
proportion of the portfolio defaulting by time t conditional on m
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The one factor model in Excel

Spreadsheet screenshot

PD(t) =Y. PD(tlm)P(M = m)

Vm
The PD, is calculated using the conditional default probabilities
and compared with the initial PD, input as a final check

Realisation of common factor M.
Integration from -5 to +5 in steps
of 0.1

1.48672E-07

P(M=m)=f(m)*step size

Form=-4.5

2.43896E-07  3.9613E-07

6.36983E-07

Notation used for
standard normal:

# (x)=f(x)
D(x)=F(x)=P(X<x)

P(M=-4.5)= ¢(-4.5)0.1

1.01409E-06 1.59837E-06

2.49425E-06

3.85352E-06

Lt Portfolio default distribution, conditional on factor (m)

8.023%
23.135%
31.163%
37.094%
41.776%
45.617%
48.868%

0.00% 1| 14.604% 13.489% 12.434% 11.438% 10.500% 9.619% 8.794%
).494% 0.00% 2|  35034% 33.199% 31.405% 29.653% 27.947% 6.290% 24.686%
0.00% 3| 44.385% 42.417% 40.469% 38.544% 36.647% 32.952%
329% 0.00% 4|  50823% 48.828% 46.837% 44.853% 42.882% A0S {E} 38.998%
1.748% 0.00% 5| 55.661% 53.680% 51.690% 49.696% 47.702% 45718 W 43738%
2.161% 0.00% 6| 59.480% 57.531% 55.564% 53.582% 51.592% 49508 47.604%
. 2.568% 0.00% 7| 62.613% 60.704% 58.769% 56.813% 54.840% 52.854% ~262%
/ \ \ ~
/ \\\ \\\
/ \
/ \ PD(t|m)= @ K- Jom

K(t)= J(D‘I(PD (1)) |

The default barrier for time period 3 is calculated
using the default probability of the asset

K(3)=®'0.91%)

A member of Allianz @)
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The cumulative probability of default conditional on a common factor M of -4.5

PD(t=3lm=-4.5)= cD[_ 2362 - \/;(‘4-5)j

(N Dresdner Kleinwort




| CDOmodels: Opening the blackbox
Default treatment for indices vs. tranches (don't forget the recovery)

Losses to equity, recovery to super senior

» For a single name CDS, a default event results in the » When dealing with tranches, to ensure no arbitrage, the sum of the tranche
payment of the loss amount from the protection seller to notionals should always be equal to the index notional. Therefore, following a
the protection buyer and the contract is then cancelled default the sum of the tranche notionals should also decrease by the

defaulting name’s notional

> At an index level, each obligor has a fixed notional
exposure. If one of the portfolio names defaults, the » However, as the equity tranche is the first loss piece, the recovered amount is
resulting loss is similarly paid for by the protection buyer not reduced from the equity. Instead, losses are passed through from the

equity tranche up the capital structure and recovery from the most senior

> However, the index contract is not cancelled. Instead the tranche downwards
index notional is reduced by the defaulting name’s notional

and future coupons are then based on this adjusted value  » From our experience, we find that the recovery waterfall generally tends to be

Default treatment for a CDS index

Index Notional

Defaulting Recovery amount = N*R
name’s
notional (N)

A member of Allianz @)

—

Paid for by
protection
seller

ignored BUT it is an important element of the model and should always be
included

Default treatment for an CDS tranches

Tranche 4
Senior

Tranche 4
(Notional = T4)

(Notional = T4-N*R)
Adjusted index
notional following a

Defaulting name

=

‘t @ § g
Q [}

default © Tranche 3 3 Tranche 3
S (Notional = T3) s Recovery amount = N*R (Notional = T3)
o 2
g Tranche 2 (1] Tranche 2
3 (Notional = T2) > (Notional = T2)
4 = Tranche 1
x Tranche 1 (Notional = T1-N*(1-R))

Equity

(Notional = T1)
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Allocating portfolio losses and recoveries to tranches

Starting with the conditional default probability, portfolio losses are allocated to tranches

» For the infinite case, the conditional default probabilities (for each time period t and market factor m) also tell us the proportion of the
portfolio that has defaulted

» This default adjusted by the recovery gives us the portfolio loss, which is then allocated sequentially starting from the equity tranche. The
resulting recovery is allocated from the super senior tranche

» If portfolio losses exceed a tranche’s attachment point, then the tranche will suffer a loss. The tranche is fully wiped out if the portfolio loss
exceeds its detachment point. In addition, because of the leverage inherent in tranches, tranche losses are a multiple of its width

» Therefore for an equity tranche with width 3%, a 1% portfolio loss will result in 33.33% (=1% / 3%) loss for the equity tranche

» Bearing this relationship in mind, given a portfolio loss of L,y the calculation of the loss associated with any tranche is straightforward:

I _ min [max(0,L;, . — Attachment ),Tranche Width |
Tranche Tranche Width

» Similarly, portfolio recovery is allocated based on the tranche width and its detachment point. Only when recoveries exceed a tranche’s
detachment point, the tranche notional will be reduced by any excess recovery:

R _ min [max(0,R,, 4. —(1— Detachment )), Tranche Width |
Tranche Tranche Width
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Allocating portfolio losses and recoveries to tranches

Spreadsheet screenshot

_ 0.0381388 0.039104 0.039695 0.039894 0.039695 0.039104 0.038139
PD(t=3m=03)= (D[J

el Portfolio default distribution, conditional on factor (m) Vi=p

11 0.033% 0.028%  0.023% 0.019%  0.016% Given a recovery of 40%, a portfolio default of 0.263%
2] 0.312% 0.268% 0.230% 0.196% 0.167%  0.142% translates into a portfolio loss of 0.158% and portfolio
3| 0.637% 0.552% 0.478% 0413% 0.356%  0.306% ‘ recovery of 0.105%

As shown before, the conditional default probabilities are
calculated as:
Shown, here for =3, m=0.3

~2.362 —/p0.3

19] 7.101% 6.447% 5841% 5280% 4.763% 4.287% 3.851%
20 7.529% 6.845% 6.209% 5.620% 5.077% 4.576% 4.115%
21 7.958% 7.243% 6.579% 5.963% 5.393% 4.867% 4.383%

Portfolio loss of 0.158% implies an equity tranche loss
Tranche loss, conditional on factor (m) of
0.67%  0.55%  046%  0.38%  0.31%  0.26% . 0.21% ;. _min[max(0,0.158% - 0%),3%] _ 0.158%
0% 3% 6.25%  536%  4.59%  3.92%  3.34% 2.840/52@ Tranche 3% 3%
0, [) 0, () 0 0, o/ N

12.73%  11.05% 9.56% 8.26% 712% 6.12% 0-25%; § The equity tranche is fully wiped out only once portfolio
100.00% 100.00% 100.00% 100.00% 95.26% 85.74% 77.01%  |0Sses exceed 3%, and the next tranche then gets
100.00% 100.00% 100.00% 100.00% 100.00% 9152%  82.31% 1 affected
100.00% 100.00% 100.00% 100.00% 100.00% 97.33%  87.65%

Portfolio recovery of 0.105% implies a super senior
tranche notional reduction of

min [max( 0,0.105% — (1-100%)), 78% ]
o RTranche = 78%
. _0.105%
78%

conditional on factor (m)

Tranche recovery,

22% 100%

0.33% 0.28% 0.25% 0.21% 0.18%

364%  3.31%  3.00%  271%  244%  220%  1.97%
3.86%  3.51%  3.18%  2.88%  260%  2.35%  2.11%
4.08%  3.71%  337%  3.06%  2.77%  250%  2.25%
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Tranche pricing
From conditional to unconditional tranche loss and recovery

» For each CDO tranche we now have two matrices showing, for each time period t and market factor m, the conditional cumulative tranche
loss and tranche recovery

» To find the unconditional cumulative loss and recovery for each time period, we simply multiply the conditional value by the probability that
the market factor equals m. (Similar to step 5 on page 9)

Spreadsheet screenshot

Unconditional cumulative loss by time ¢ Unconditional cumulative recovery by time ¢t
TLEq (t) = ZLTrancheEq (t|m)P(M = m) TRSS (t) = ZRTrancheSS (t|m)P(M = m)
Vm Vm
Calculated by multiplying the row of conditional Calculated by multiplying the row of conditional
tranche loss by time t=1 with P(M=m) tranche recovery by time =1 with P(M=m)

Model outputs for specific tranches

98.52% 1.48% 0.00% 0.00% . . 99.96% 0.00% 0.04% 0.04%): 0.00%
90.40% 8.12% 0.00% 0.00% ; 99.75% 0.00% 0.22% 0.25% 0.00%
20 22.35% b/ 0.00% 0.00% 77.65% 95.98% 0.01% 0.20% 3.99% 0.03%
21 20.84% 1.50% ;":’;‘1, 0.00% 0.00% 79.16% 95.77% 0.01% 0.20% 4.19% 0.04%

Marginal loss for time period ¢

. . End period tranche notional is simply the difference
MarLossg,(t)=TLg, (1) =TLg,(t —=1)=79.16% —77.65% between the notional at the start of the period and the

marginal loss and marginal recovery for that period

Similar calculation for marginal recovery
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Tranche pricing: equivalent to pricing single name CDS

Spreadsheet screenshot

Similar to a single name CDS, the coupon leg of a tranche is The accrued coupon on default is a function of
calculated based on the tranche survival likelihood, indicated the tranche notional lost in any period
by the end period notional I /A
y P T AccDef =" e™"" =L (Notional, — Notional,_,)
it . - 2
CouLeg =Y e " A,Notional, =1
t=1 I 4 A Coupon leg +
=>e" j(MarLosst + MarRecovery,) Accrual on default

t=1

Tranche Pricing

31.725%

Equity 71.993%

Mezz Jun 35.656% 3.68 0.05 3.72 9.573%

Mezz Sen 17.868% 4.14 0.02 417 4.288%

Senior Junior 9.052% 4.33 0.01 4.34 {§§ 2.084%

Senior 2.478% 4.45 0.00 4.45 0.556%
0.007%

Super Senior "~ 0.030% 4.39 0.00

S Contigent Leg

The contingent leg is driven by the value of future
recoveries. Fee Leg
The recovered amount is dependant on the
magnitude of losses each period, and therefore the
contingent leg is based on marginal losses only.

r .
ContLeg =Y e " MarLoss,

t=1

To ensure no arbitrage, the final index
spread calculated using the tranche
spread should be the same as the initial
spread input

¢ Dresdner Kleinwort
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Gauss-Hermite integration

How to speed up the calculations

>

In the first spreadsheet, the common factor M is modelled between -5 to +5 in steps of 0.1(see page 9) and assumed to follow a standard
normal distribution

Whilst this is a common approach for calculating a normal integral it is not the most efficient as it leads to 101 integration steps. Although
not relevant at this stage, as we move to the later, more numerically intensive models, these large number of steps will have a significant
impact on the calculation speed

We therefore introduce the faster Gauss-Hermite technique in the second model. The model is set up identical to the first, with the only
exception being the fewer (30) integration steps

The Gauss-Hermite is a numerical method for approximating an integral using a limited number of points and is commonly used in practice
for faster processing:

© © 2 2 N 2
[/ (s =[ e le¥ fxde)e e 1)
—00 -0 k=1

> X is the random variable, which in our case is the common market factor M.
> f(xk) is therefore a standard normal density function
> w(xk)e’“f is the weight given to each market factor (equivalent to the 0.1 integration step for the first model)

The values used for the market factor and the correspondent weights depend exclusively on the number of points used for the integration,
in our case 30
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| CDOmodels: Openingthe blackbox
Gauss-Hermite integration

Spreadsheet screenshot

Common market factor
Instead of having 101
integration steps from -5 to 5,
we use 30 steps.

The values chosen are derived
from the number of steps and
remain fixed

Numerical Integration
Gauss-Hermite: 30 point intergration (http://www.efunda.com/math/num_integration/findga

*® © 2 2 N 2
[f(x)dx = [ e [ex f(x)dx]z S wix)e™ f(x;)
—© — k=1

Weight for each market factor.
This is equivalent to the 0.1 step
size used for model 1

0.0
14.6120994

1.965E-11 1.704E-09 5.108E-08 511E-08 1.7E-09 1.9651E-14}, 0.99999999999986

0.074% 0.000% 45.150% 31.405%  21.565% 0.000%  0.000% 0.000%

-2.580 0.494% 0.000% 70.790%  57.328%  45.310% ... 0.000%  0.000% 0.000%
-2.362 0.908% 0.000% 78.537% 66.564% 54.988% ... 0.000% _ 0.000% 0.000%]|
The conditional default distribution is The integral is calculated identically to model 1
calculated in exactly the same way as
before, this time with the revised 30 market P(M=m)=f(m)*step size
factors, and hence a smaller matrix

K(t)- \/;m The sum of the integrals is extremely close to
PD (t|m)= Q| ——— 1 indicating the degree of precision. Lower
vi-p number of Gauss-Hermite factors will reduce
the overall precision although it would result in
faster computation
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Disclosure appendix

Disclosures

The relevant research analyst(s), as named on the front cover of this report, certify that (a) the views expressed in this research report accurately reflect their personal views about the securities and companies
mentioned in this report; and (b) no part of their compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or views expressed by them contained in this report. The relevant
research analyst(s) named on this report are not registered / qualified as research analysts with FINRA. The research analyst(s) may not be associated persons of the Dresdner Kleinwort Securities LLC and

therefore may not be subject to the NASD Rule 2711 and Incorporated NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Any forecasts or price targets shown for companies and/or securities discussed in this presentation may not be achieved due to multiple risk factors including without limitation market volatility, sector volatility,

corporate actions, the unavailability of complete and accurate information and/or the subsequent transpiration that underlying assumptions made by Dresdner Kleinwort or by other sources relied upon in the
presentation were inapposite.

Recommendation history tables
Past performance is not an indicator of future performance.
Please refer to our website www.dresdnerkleinwort.com/research/disclosures for our tables of previous fundamental credit opinions

Dresdner Kleinwort Research - Explanation of fundamental credit opinions

Issuer Definition

Overweight We expect the issuer to outperform sector peers over a 6-months horizon and would suggest holding more of the issuer's instruments than the market would hold on average. The recommendation reflects our weighted
view on all of an issuer's instruments and fundamentals compared to sector peers

Marketweight We expect the issuer to perform in line with sector peers over a 6-months horizon and would suggest holding an amount of the issuer's instruments in line with what the market would hold on average. The recommendation
reflects our weighted view on all of an issuer's instruments and fundamentals compared to sector peers

Underweight  We expect the issuer to underperform sector peers over a 6-months horizon and would suggest holding less of the issuer's instruments than the market would hold on average. The recommendation reflects our weighted
view on all of an issuer's instruments and fundamentals compared to sector peers

We started tracking our trading recommendation history in compliance with the requirements of the Market Abuse Directive on 8 April 2005.

Distribution of Dresdner Kleinwort credit research recommendations as at 30 Jun 2008

All covered companies Companies where a Dresdner Kleinwort company ha:
provided investment banking service:

Overweight 15 29% 9 60y
Marketweight 22 43% 7 329
Underweight 14 27% 8 579
Total 51 24

Source: Dresdner Kleinwort Research
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Disclaimer

This presentation has been prepared by Dresdner Kleinwort, by the specific legal entity named on the cover or inside cover page.

iBoxx and iTraxx are brand names of the International Index Company (IIC). Dresdner Kleinwort is one of 9 investment banks which are shareholders in IIC. An employee of Dresdner Kleinwort or an affiliate is a member of the board of IIC.
United Kingdom: This report is a communication made, or approved for communication in the UK, by Dresdner Bank AG London Branch (authorised by the German Federal Financial Supervisory Authority and by the Financial Services Authority;
regulated by the Financial Services Authority for the conduct of UK business, a Member Firm of the London Stock Exchange and incorporated in Germany with limited liability). It is directed exclusively to eligible counterparties and professional
clients. It is not directed at retail clients and any investments or services to which the report may relate are not available to retail clients. No persons other than an eligible counterparty or a professional client should read or rely on any information
in this report. Dresdner Bank AG London Branch does not deal for, or advise or otherwise offer any investment services to retail clients.

European Economic Area: Where this presentation has been produced by a legal entity outside of the EEA, the presentation has been re-issued by Dresdner Bank AG London Branch for distribution into the EEA. Dresdner Kleinwort Research
GmbH is regulated by the Federal Financial Supervisory Authority (‘BaFin’) by the laws of Germany.

United States: Where this presentation has been approved for distribution in the US, such distribution is by either: (i) Dresdner Kleinwort Securities LLC; or (ii) other Dresdner Kleinwort companies to US Institutional Investors and Major US
Institutional Investors only ; or (iii) if the presentation relates to non-US exchange traded futures, Dresdner Kleinwort Limited. Dresdner Kleinwort Securities LLC, or in case (iii) Dresdner Kleinwort Limited, accepts responsibility for this presentation
in the US. Any US persons wishing to effect a transaction through Dresdner Kleinwort (a) in any security mentioned in this presentation may only do so through Dresdner Kleinwort Securities LLC, telephone: (+1 212) 429 2000; or (b) in a non-US
exchange traded future may only do so through Dresdner Kleinwort Limited, telephone: (+ 11 44) 20 7623 8000; or (c) in a banking product may only do so through Dresdner Bank AG New York Branch, telephone (+1 212) 969 2700.

Singapore: This research presentation is being distributed for Dresdner Kleinwort in Singapore by Dresdner Bank AG, Singapore Branch, purely as a resource and for general informational purposes only, and is intended for general circulation.
Accordingly, this research presentation does not take into account the specific investment objectives, financial situation, or needs of any particular person and is exempted from the same by Regulation 34 of the Financial Advisers Regulations
("FAR") (as required under Section 27 of the Financial Advisers Act (Cap. 110) of Singapore ("FAA")).

Hong Kong: This presentation is being distributed for Dresdner Kleinwort in Hong Kong by Dresdner Bank AG, London branch. Unless permitted to do so by the securities laws of Hong Kong, no person may issue or have in its possession for the
purposes of issue this presentation, whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong, other than with respect to the securities referred to in this
presentation which are or are intended to be disposed of only to persons outside Hong Kong or only to "professional investors" within the meaning of the Securities and Futures Ordinance (Cap.571) of Hong Kong and any rules made thereunder,
and to persons whose ordinary business is to buy and sell shares or debentures.

Japan: Where this presentation is being distributed in Japan, such distribution is by either (i) Dresdner Kleinwort (Japan) Limited Tokyo Branch, registered and regulated by the Financial Services Agency and General Trading Participant of TSE,
Regular Transaction Participant and Transaction Participant in Futures Transaction of OSE, Participant of JASDAQ) to Japanese investors excluding private customers or (ii) other Dresdner Kleinwort companies, to entities the proviso of the Article
58-2 of the Financial Instruments and Exchange Law (the "FIEL") and the Article 17-3 of the Enforcement Order for the FIEL. Any Japanese persons not falling within (ii) wishing to effect a transaction through Dresdner Kleinwort in any security
mentioned in this presentation may only do so through Dresdner Kleinwort (Japan) Limited Tokyo Branch, telephone: (+ 813) 6230 6000.

Australia: Dresdner Bank AG ("DBAG") does not hold an Australian financial services licence. This report is being distributed in Australia to wholesale customers pursuant to an Australian financial services licence exemption for DBAG under
Class Order 04/1313. DBAG is regulated by BaFin under the laws of Germany which differs from Australian laws.

This presentation contains general information only, does not take account of the specific circumstances of any recipient and should not be relied upon as authoritative or taken in substitution for the exercise of judgment by any recipient. Each
recipient should consider the appropriateness of any investment decision having regard to their own circumstances, the full range of information available and appropriate professional advice. The information and opinions in this presentation
constitute judgment as at the date of this presentation, have been compiled or arrived at from sources believed to be reliable and in good faith (but no representation or warranty, express or implied, is made as to their accuracy, completeness or
correctness) and are subject to change without notice. Dresdner Kleinwort may amend, supplement or update the contents of this presentation in such form and in such timescales as Dresdner Kleinwort deems appropriate. Recommendations and
opinions herein reflect Dresdner Kleinwort's expectations over the 6 month period following publication from the perspective of long-only investment clients. Dresdner Kleinwort reserves the right to express different or contrary recommendations
and opinions for different timescales or for other types of investment client. This presentation does not constitute or form part of, and should not be construed as, any offer for sale or subscription of, or any invitation to offer to buy or subscribe for,
any securities, nor should it or any part of it form the basis of, or be relied on in any connection with, any contract or commitment whatsoever. Dresdner Kleinwort accepts no liability whatsoever for any loss or damage arising from any use of this
presentation or its contents. Whilst Dresdner Kleinwort may provide hyperlinks to web-sites of entities mentioned in this presentation, the inclusion of a link does not imply that Dresdner Kleinwort endorses, recommends or approves any material
on the linked page or accessible from it. Dresdner Kleinwort accepts no responsibility whatsoever for any such material, nor for any consequences of its use. This presentation is for the use of the addressees only, is supplied to you solely in your
capacity as an investment professional or knowledgeable and experienced investor for your information and may not be reproduced, redistributed or passed on to any other person or published, in whole or in part, for any purpose, without the prior,
written consent of Dresdner Kleinwort. Dresdner Kleinwort may distribute presentations such as this in hard copy, electronically or by Voiceblast. Dresdner Kleinwort and/or any of its clients may undertake or have undertaken transactions for their
own account in the securities mentioned in this presentation or any related investments prior to your receipt of it. Dresdner Kleinwort specifically draws recipients attention to the disclosures contained in the Disclosure Appendix but notes that,
excluding (i) Dresdner Kleinwort Securities LLC and (ii) the research analyst(s) responsible for this presentation unless specifically addressed in the disclosures: (a) Dresdner Kleinwort and its directors, officers, representatives and employees may
have positions in or options on the securities mentioned in this presentation or any related investments or may buy, sell or offer to buy or sell such securities or any related investments as principal or agent on the open market or otherwise; and (b)
Dresdner Kleinwort may conduct, solicit and/or engage in other investment and/or commercial banking business (including without limitation loans, debt securities and/or derivative, currency and commodity transactions) with the issuers or relating
to the securities mentioned in this presentation. Accordingly, information may be available to Dresdner Kleinwort, which is not reflected in this presentation or the disclosures. In this notice “Dresdner Kleinwort” means Dresdner Bank AG and any of
its affiliated or associated companies and their directors, officers, representatives or employees and/or any persons connected with them. Additional information on the contents of this presentation is available at
www.dresdnerkleinwort.com/research and on request.

© Dresdner Bank AG London Branch 2008
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