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» Since the end of March, 2001 earnings estimates (based on rolling
First Call forecasts) have been trimmed about 8%. Earnings
estimates rose modestly from year-end 1999 through March. This
reduction in earnings represents about 25% of the Nasdaq's
correction, by our calculations.

» Expectations for future earnings growth rates have dropped about
300 basis points, from just under 22% to about 18.5%, since March.
This is by far the most important driver of value. We estimate that
about 50% of the Nasdaq’s decline stems from this moderation.

» We figure that the discount rate has increased about 150 basis
points, to roughly 14%, since the end of the first quarter. Given the
general concerns about the sector, it is no surprise that investors
require a higher return to participate in it. This increase accounts
for the final 25% of the index’s drop.
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Executive Summary

The Nasdag is down about 40% since the end of March, leaving investors
wondering what has happened and where we are going. We believe our
proprietary valuation work offers unique insight into market expectations.
Understanding current expectations, and the revisions in those expectations over
the past 8 months, provides investors with the necessary calibration to make
forward-looking investment decisions.

Value is driven by the future cash flows discounted to a present value at an
appropriate discount rate. We can segregate cash flow forecasts into three
pieces: a base level of earnings, future growth in earnings, and reinvestment
needs. Given that the Nasdaq 100 is largely comprised of capital efficient,
knowledge-based companies, capital efficiency plays a very limited role in the
sharp expectations revisions. However base earnings, as well as anticipated
earnings growth and discount rates are all worthy of discussion. Our analysis
shows the following:

« Since the end of March, 2001 earnings estimates (based on rolling First Call
forecasts) have been trimmed about 8%. Earnings estimates rose modestly
from year-end 1999 through March. This reduction in earnings represents
25% of the Nasdaq’s correction, by our calculations.

« Expectations for future earnings growth rates have dropped about 300 basis
points, from just under 22% to about 18.5%, since March. This is by far the
most important driver of value. We estimate that about 50% of the Nasdaq’s
decline is due to this reduction. Since most companies in the index are so-
called new economy companies, and hence capital efficient, they are
extremely sensitive to growth.

* We figure that the discount rate has increased about 150 basis points, to
roughly 14%, since the end of the first quarter. Given the general concerns
about the sector, it is no surprise that investors require a higher return to
participate. This increase is the final 25% of the index’s drop.

While this disaggregation sheds some light on past results, the real question is
what will happen in the future. Here are some sensitivities that can help in this
assessment:

« A future 10% change in aggregate composite earnings equals about a 10%
change in the index.

e A l-percentage point (100 basis point) change in the expected growth rate
equates to a 10% delta in the index.

« A 50 basis point change in discount rate represents about a 7% shift in the
index value.

In times of turmoil, it is important to go back to basics. Our analysis provides a
clear look at the market’s current expectations for the Nasdag, and shows where
the points of sensitivity lie. While this is an aggregate view, it provides important
context for understanding past performance and anticipating the impact of future
expectations revisions.

N.B.: CREDIT SUISSE FIRST BOSTON CORPORATION may have, within the last three years, served as a manager
or co-manager of a public offering of securities for or makes a primary market in issues of any or all of the companies
mentioned.




SUISSE

AMSTERDAM .......... 31205754 890 LONDON...........c.... 44 20 7888 8888 SAN FRANCISCO... 1 415 836 7600
ATLANTA.....cccovveee 1404 656 9500 MADRID.......ccovuune 349142316 00 SAO PAULO.......... 5511 3841 6000
AUCKLAND .......cc.cc.u. 64 9 302 5500 MELBOURNE........... 61 3 9280 1666 SEOUL ..o 8223707 3700
BALTIMORE ............ 1410 223 3000 MEXICO......coevvviinns 5252838900 SHANGHAI............ 86 21 6881 8418
BEWING ................. 86 10 6410 6611 MILAN ..o 390277021 SINGAPORE ................ 65 538 6322
BOSTON. ......cccevvuee. 1617 556 5500 MOSCOW ................ 7501 967 8200 SYDNEY ... 61 2 8205 4400
BUDAPEST .......cc.c.... 361202 2188 MUMBAL.......coovveen. 91 22 230 6333 TAIPEl ... 886 2 2715 6388
BUENOS AIRES ....54 11 4394 3100 NEW YORK.............. 1212 325 2000 TOKYO......coovvine 81 3 5404 9000
CHICAGO........cc.ceeu. 1312 750 3000 PALO ALTO............. 1650 614 5000 TORONTO..........ce.u. 1416 352 4500
FRANKFURT........ccc.... 496975380 PARIS ... 3314076 8888 VIENNA ..., 431512 3023
GENEVA.......cccoonee. 4122 394 70 00 PASADENA ............ 1626 395 5100 WARSAW.......cceeeue 48 22 695 0050
HOUSTON................ 17132206700 PHILADELPHIA.......1 215 851 1000 WELLINGTON........... 64 4 474 4400
HONG KONG............. 852 2101 6000 PRAGUE................ 4202 210 83111 ZUG ..., 41417279700

ZURICH ......ccovvinnn. 4113335555

Copyright Credit Suisse First Boston, and its subsidiaries and affiliates, 2000. All rights reserved.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or
other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse First Boston or its
subsidiaries or affiliates (collectively "CSFB") to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless
specifically indicated otherwise, is under copyright to CSFB. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, or
distributed to any other party, without the prior express written permission of CSFB. All trademarks, service marks and logos used in this report are trademarks or
service marks or registered trademarks or service marks of CSFB.

The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the
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reference issuer. Any investor interested in purchasing a structured product should conduct its own investigation and analysis of the product and consult with its own
professional advisers as to the risks involved in making such a purchase.

This report is distributed in Europe by Credit Suisse First Boston (Europe) Limited, which is regulated in the United Kingdom by The Securities and Futures Authority
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