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Corporate Iquidity is improvingin Asia but it remairs bearish in Europe. Stock lnybacks are soaring in Japan and
Hong Kong, largecashtakeovers are pendingnd IPGs are finally slowingon mainland Chinese exchanges.

On the other handiEuropean companieBave almost stopped buying back shasesl takeovers remaitepid New
offerings are up yeaoveryear inthe U.K. andFrance and more large bank recapitalizations are comingven if
governments provide the bulktbe financingfor banks these issues will dilute future earnings éxistingshareholders
and increase the float when the government gslighares.

Sincebuybacks plummeted the past two monthendlarge new offerings are looming, we are neutral (0% longjhen
U.K. and France. Corporate buying is stronger in Germamlgerewe are cautiously bullish (50% longjlapanese and
Hong Kong companies are buying loads of shasesye are fully bullish (100% long) on Japan and cautiously bullish
(50% long) on Hong Kong.

European Liquidity

$U.S. U.K.: Neutral EWU France: Neutral EWQ Germany: 50% Long EWG
Million L1 Buying Selling L1 Buying Selling L1 Buying Selling
Oct 17 -16 234 219 -112 100 -12 -9 313 397
Oct 24 -157 192 35 -31 75 44 -308 195 -113
Oct 31 3291 333 3,624 -56 75 19 1,188 17 1,205
Nov 7 -190 171 -19 409 75 484 -1,186 1,189 3

Asian Liquidity

$U.S. Japan: 100% Long EWJ Hong Kong: 50% Long EWH China: 50% Short FXI

Million L1 Buying Selling L1 Buying Selling L1 Buying Selling

Oct 17 -267 369 102 -152 108 -44 31 0 31

Oct 24 -723 735 12 404 77 481 1,691 0 1,691

Oct 31 -2,414 2,468 54 -29 242 213 291 0 291

Nov 7 -978 1,045 67 -157 151 -7 0 0 0
Note:

L1 = Corporate Selling Corporate Buying || Corporate Buying = Cash Takeovers + Stock Buybacks || Corporate Selling = New Offerings + Net Insider Selling
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U.K.: MC $3.2 Trillion / France: MC $2.2 Trillion / Germany: MC $1.7 Trillion

European Liquidity Outlook

United Kingdom: Weekly L1: -$190Million / Market Call: Neutral EWU

$U.S. L1t EWU New Cash Actual New Net Insider Market

Million Return Takeovers  Buybacks Offerings Trading?® Call
Sep 26 -23,628 -3.4% 23,248 445 65 0 100% Long
Oct 3 -133 -9.4% 0 413 357 76 50% Long
Oct 10 -1,777 -19.5% 1,419 454 106 10 50% Long
Oct 17 -16 2.2% 24 211 283 64 Neutral
Oct 24 -157 -13.0% 19 173 43 8 Neutral
Oct 31 3,292 15.7% 136 197 3,607 -17 Neutral
Nov 7 -190 -1.8% 0 171 5 24 Neutral

Euronext Paris: Weekly L1: +$409Million / Market Call: Neutral EWQ

$ U.S. L1 EWQ New Cash Actual New Net Insider Market

Million Return Takeovers  Buybacks Offerings Trading Call
Sep 26 572 -3.4% 0 100 755 83 Neutral
Oct 3 160 -12.0% 0 100 330 70 Neutral
Oct 10 -90 -18.8% 0 100 28 19 50% Long
Oct 17 -112 1.7% 0 100 13 25 Neutral
Oct 24 -30 -10.0% 0 75 58 14 Neutral
Oct 31 -56 10.1% 0 75 20 1 Neutral
Nov 7 409 1.1% 0 75 484 0 Neutral

Germany: Weekly L1: -$1.2Billion / Market Call: 50% Long EWG

$U.S. L1 EWG Announced Announced New Net Insider Market

Million Return Takeovers Buybacks Offerings Trading Call
Sep 26 3,138 -3.5% 0 71 3,212 3 200% Long
Oct 03 -270 -12.8% 70 148 12 65 200% Long
Oct 10 -272 -20.0% 0 89 10 193 200% Long
Oct 17 -9 3.8% 135 178 274 -30 100% Long
Oct 24 -308 -16.5% 0 195 0 113 100% Long
Oct 31 1,187 19.6% 0 17 1,264 59 Neutral
Nov 07 -1,185 -2.4% 1,179 10 4 1 50% Long

! Weekly L1 data may be updated later as more actual stock buybacks andtias&ttions are reported.
? Positive values meainsiders were net buyers; negative values mean insiders were net sétenpanylevel data is
available upon request.
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German Floats Shrinks MostAmid Altana Takeover Offer. Buybacks Depressed in U.K., Franceand Germany.
New Offerings Rare But Could Soar in Coming Weeks.

Susane Klatten offeedto buythe German chemicals groultana for $1.18 billionin the biggest deal announced last
week Yearto-date German cash takeovéimve totaledb32.3 billion, more than seven times the $4.5 billion announced
in France.Merges in German exchanged.9% of market cap) nearlgnatchedthe proportion of takeoverson the
London Stock Exchang@2% of market cap)

Total Value of Cash Takeovers in 2C
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No takeoves wereannounced in Franaa the U.K.lag week.We expect takeovers temain sluggish until yearend
because private equity groups are runmavgon cashlLast week, Carlyle CIO Bill Conwesaidi nvest or s s ho!
veryfewnewdeald and 3i reported its first negative monthly

Buybacks are also unlikely to support European stock pridwghacks fell to$34 million daily last week in the U.K.
Less than $1.2 billion ($54 million daily) was repurchased in the U.K. in Octobéovtiestin our records.

FTSHEOO and Actual Stock Buybacks

6.800 - London Stock Exchange: Jan 2007 to Nov 20! 630
Buybackplummeted

6,300 - before the market - 530
sold-off in September é
§ 5,800 - - 430 g
O 2
8 5300 - - 330 &
% S
[} >
= m
% 4800 - - 230 >
©
[a]

4,300 - 130

3,800 30

Jan07 Feb07 Mar-07 May-07 Jun07 AugO7 Sep07 Oct07 Dec07 Janr08 Mar-08 Apr08 Jurr08 Jul08 Sep08
mmm Daily Buybacks (Right axi FTSHEOO (Left axis)

In Germany, three companies announced buybackth $10 million last week. In France, buybacks arefree fall.
Buybacks averaged a paltry $24 million daily from July to September and almost no repurebgseeportedin
October.
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Monthly Buybacks
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On the sell side, two large offerings priced on Friday, November 3. British Gas owner Centrica launched a $3.5 billi
rights offering to finance its potential acquisition of a 25% stake in British Energy. In Germany, Deutddaeritbed

an emergency $1.2 billion capital issker anc e 6 s lashwegkeastt h @ srsauael | e st a $465 ngllioro u p
secondaryffering tofinance its acquisition dfl o r w &teen & Strom.
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In France and the U.K., new offerings increasealy, evenasthe CAG40 and the FTSEOO lost more than 30%Ve
believeFrench and British equitiesill not represena good vale until companies stop selling so many shares.

Quarterly New Offerings
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Looking ahead, we expect undeiters to remain busy until the end of the year.

e Morgan StanleyprojectsEur o p e 6 s anahei&l85 billien ¢odnaintain their core capital ratios. HSBC and
Deutsche Bank would needraise $27 billion and $11 billion, respectively.

e In Germany, Schefflerannouncd Tuesday it mightaveto sell a stake in Continentébchaeffler had made a
$15.7 billion offer for its larger rival earlier this summer. Also, EM Sport Media AG will issue 108 azpital
after its next shareholder meeting.

e In Francenuclear and defense group Daher is considering floating $325 million. Also, the government will likely
sell stakes in EDF and la Francaise des Jelnegn the market stabilizes. Bident Sarkozy postponed the planned
privatization La Postebutwe bel i eve Fr anc e 6 sotathmvihis papuligy and grdtectioriist s
policies to last.

e All over Europe, governments are injecting liquidity in banks. This week, Commerzbank received a $10.6 billio
injection, Swedbank signed up for the goveemt $197 billion guarantee program and Kommunalkredit was the
first bank nationalized in Austria. These rescues will expand the float when governments sell their shares.

Insider trading offers the only clearly bullish sign for European equitiesders were net buyers of shares in October in
the three European exchanges we tr&eking was especially vigorous in the U.K. last wdekrgest insider purchases
last week

Group Director Name Shares Bought Price Value

Haynes Publishing GroufiYNS) J. H.C. Haynes 150,000 150p £225,000
Universe Group (UNG) John Scholes 4,751,960 2.5p £118,799
Bodycote International (BOY) Stephen Harris 71,076 140.7p £100,004
BB Holdings (BBHL) Lord Ashcroft 40,000 201p £80,400
Westminster Group RogerWorral 1643000 30p £49,200
Platinum Australia (PLAA) John Derek Lewis 150,000 15.1p £22,605
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