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Client’s Reactions: Portfolio Construction

POINT Portfolio Modeling

® Return

v

Question the sources of “alpha”

v

Looking into correlated exposures

v

Liquidity and cost-to-close: The absolute major overlook

v

Discretion on over-ruling quantitative models
— For example, hard-to-measure exposures, such as oll

= Risk
» Intensive use of the models
» Different spin on the use of risk models
— Know the models, assumptions, and their conditional nature
— Know the people
e Breadth of research
« State-of-art modeling — Bounce back ideas
e Track record of implementing and communicating model changes
e Close to the market
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Risk Models: What Went Wrong

= Correlations: Basis risk and hedges

» Systemic macro risk, not idiosyncratic

Traditional Scenario Analysis: Worries with the unknown

Total collapse of issuer/sector-concentration constraints

» CMBS volatility: From “agencies” to equities

US CMBS Total and Excess Monthly Returns
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1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Key Axis Name Last Minimum Maximum Mean
T Left InvGrade CMBS - Total Retum 110 446 07/31/2003 3.44 09/30/2003 0.57
Left InvGrade CMBS - Excess Return 091  -2.70 11/30/2007 2.84 11/30/1998 0.03

Source: Barclays Capital
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POINT Portfolio Modeling

Volatilities: For example, securitized investment grade products

US CMBS Tetal and Excess Monthly Retums
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T Left InvGrade CMBS - Total Retum 24 -18.80 11/282008 1645 12312008 a7
Left Inv Grade CMBS - Excess Return 172 2319 1iZ8R008 1466 12312008 049
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Risk Models: What Went Right

POINT Portfolio Modeling

= Conditional models
» More invariant factors
» Frequent updates of conditioning variables
» Judicious use of high/mixed frequency data

= Also faring well in recovering from the markets’ volatility highs

= Cross-markets loops/feedback
» From the equity markets in what regards default probabilities
» Distress in equities coming from the credit market
» Good description of the sources of risk
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What Went Right: Example |

POINT Portfolio Modeling

Standardized Returns for the US Market Portfolio
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Source: POINT, Barclays Capital
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What Went Right: Example Il

POINT Portfolio Modeling
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Going forward

= \What clients are asking for:

» Scenario analysis and stress-testing

» Risk models:
— Are they overshooting?
— Conditional dynamic correlations across asset classes
— Independent risk assessments at different frequencies
— Volatility and higher moments: For example, skewness
— New alpha/risk factors? Government, skewness, short interest

= QOther interesting research points and challenges:
» Cross-asset class dependencies:
— Putting together data of very different nature
— Model synchronization
— Availability of good data versus rich conditional models
» Correlation: Asymmetric nature and tail clustering

POINT Portfolio Modeling
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Analyst Certification and Important Disclosures

Analyst Certification(s)

I, Antonio Silva, hereby certify (1) that the views expressed in this research report accurately reflect my personal views about any or all of the subject
securities or issuers referred to in this research report and (2) no part of my compensation was, is or will be directly or indirectly related to the specific
recommendations or views expressed in this research report.

Important Disclosures

For current important disclosures regarding companies that are the subject of this research report, please send a written request to: Barclays Capital
Research Compliance, 745 Seventh Avenue, 17th Floor, New York, NY 10019 or refer to https://ecommerce.barcap.com/research/cgi-
bin/all/disclosuresSearch.pl or call 212-526-1072.

Barclays Capital does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that Barclays
Capital may have a conflict of interest that could affect the objectivity of this report. Any reference to Barclays Capital includes its affiliates. Barclays Capital
and/or an affiliate thereof (the "firm") regularly trades, generally deals as principal and generally provides liquidity (as market maker or otherwise) in the
debt securities that are the subject of this research report (and related derivatives thereof). The firm's proprietary trading accounts may have either a long
and / or short position in such securities and / or derivative instruments, which may pose a conflict with the interests of investing customers. Where
permitted and subject to appropriate information barrier restrictions, the firm's fixed income research analysts regularly interact with its trading desk
personnel to determine current prices of fixed income securities. The firm's fixed income research analyst(s) receive compensation based on various
factors including, but not limited to, the quality of their work, the overall performance of the firm (including the profitability of the investment banking
department), the profitability and revenues of the Fixed Income Division and the outstanding principal amount and trading value of, the profitability of, and
the potential interest of the firms investing clients in research with respect to, the asset class covered by the analyst. To the extent that any historical pricing
information was obtained from Barclays Capital trading desks, the firm makes no representation that it is accurate or complete. All levels, prices and
spreads are historical and do not represent current market levels, prices or spreads, some or all of which may have changed since the publication of this
document. Barclays Capital produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative
analysis, and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other types of
research products, whether as a result of differing time horizons, methodologies, or otherwise.
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Disclosures

This publication has been prepared by Barclays Capital, the investment banking division of Barclays Bank PLC, and/or one or more of its affiliates as provided below. This publication is
provided to you for information purposes only. Prices shown in this publication are indicative and Barclays Capital is not offering to buy or sell or soliciting offers to buy or sell any financial
instrument. Other than disclosures relating to Barclays Capital, the information contained in this publication has been obtained from sources that Barclays Capital believes to be reliable, but
Barclays Capital does not represent or warrant that it is accurate or complete. The views in this publication are those of Barclays Capital and are subject to change, and Barclays Capital has
no obligation to update its opinions or the information in this publication. Barclays Capital and its affiliates and their respective officers, directors, partners and employees, including persons
involved in the preparation or issuance of this document, may from time to time act as manager, co-manager or underwriter of a public offering or otherwise, in the capacity of principal or
agent, deal in, hold or act as market-makers or advisors, brokers or commercial and/or investment bankers in relation to the securities or related derivatives which are the subject of this
publication.

The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prepared independently of any other interests, including those of
Barclays Capital and/or its affiliates.

Neither Barclays Capital, nor any affiliate, nor any of their respective officers, directors, partners, or employees accepts any liability whatsoever for any direct or consequential loss arising from
any use of this publication or its contents. The securities discussed in this publication may not be suitable for all investors. Barclays Capital recommends that investors independently evaluate
each issuer, security or instrument discussed in this publication and consult any independent advisors they believe necessary. The value of and income from any investment may fluctuate from
day to day as a result of changes in relevant economic markets (including changes in market liquidity). The information in this publication is not intended to predict actual results, which may
differ substantially from those reflected. Past performance is not necessarily indicative of future results.

This communication is being made available in the UK and Europe to persons who are investment professionals as that term is defined in Article 19 of the Financial Services and Markets Act
2000 (Financial Promotion Order) 2005. It is directed at, and therefore should only be relied upon by, persons who have professional experience in matters relating to investments. The
investments to which it relates are available only to such persons and will be entered into only with such persons. Barclays Capital is authorized and regulated by the Financial Services
Authority (‘'FSA") and member of the London Stock Exchange.

Barclays Capital Inc., US registered broker/dealer and member of FINRA (www.finra.org), is distributing this material in the United States and, in connection therewith accepts responsibility for
its contents. Any U.S. person wishing to effect a transaction in any security discussed herein should do so only by contacting a representative of Barclays Capital Inc. in the U.S. at 745
Seventh Avenue, New York, New York 10019.

Subiject to the conditions of this publication as set out above, ABSA CAPITAL, the Investment Banking Division of ABSA Bank Limited, an authorised financial services provider (Registration
No.: 1986/004794/06), is distributing this material in South Africa. Any South African person or entity wishing to effect a transaction in any security discussed herein should do so only by
contacting a representative of ABSA Capital in South Africa, 15 ALICE LANE, SANDTON, JOHANNESBURG, GAUTENG, 2196. ABSA CAPITAL IS AN AFFILIATE OF BARCLAYS CAPITAL.

Non-U.S. persons should contact and execute transactions through a Barclays Bank PLC branch or affiliate in their home jurisdiction unless local regulations permit otherwise.

In Japan, foreign exchange research reports are prepared and distributed by Barclays Bank PLC Tokyo Branch. Other research reports are distributed to institutional investors in Japan by
Barclays Capital Japan Limited. Barclays Capital Japan Limited is a joint-stock company incorporated in Japan with registered office of 2-2-2, Otemachi, Chiyoda-ku, Tokyo 100-0004, Japan. It
is a subsidiary of Barclays Bank PLC and a registered financial instruments firm regulated by the Financial Services Agency of Japan. Registered Number: Kanto Zaimukyokucho (kinsho) No.
143.

Barclays Bank PLC Frankfurt Branch is distributing this material in Germany under the supervision of Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). This material is distributed in
Malaysia by Barclays Capital Markets Malaysia Sdn Bhd.

IRS Circular 230 Prepared Materials Disclaimer: Barclays Capital and its affiliates do not provide tax advice and nothing contained herein should be construed to be tax advice. Please be
advised that any discussion of U.S. tax matters contained herein (including any attachments) (i) is not intended or written to be used, and cannot be used, by you for the purpose of avoiding
U.S. tax-related penalties; and (ii) was written to support the promotion or marketing of the transactions or other matters addressed herein. Accordingly, you should seek advice based on your
particular circumstances from an independent tax advisor.

© Copyright Barclays Bank PLC (2009). All rights reserved. No part of this publication may be reproduced in any manner without the prior written permission of Barclays Capital or any of its
affiliates. Barclays Bank PLC is registered in England No. 1026167. Registered office 1 Churchill Place, London, E14 5HP. Additional information regarding this publication will be furnished
upon request. US13858
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