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Statistics RC2 NAV returns Share price / NAV per share (€)
NAV per share (§ 10291 2007 2008 2009 2010
Share price (§ 0.6300 Jan 4.70% -8.27% -5.65% 136%€1.60
€150 NAY.
Total NAV (€m) 102.9 Feb  6.17% -148% -151% 0.03% "' per share
MK Cap (€m) 63.0 Mar  590% -3.03% 2.39% 2.07% €1.30
# of shares (m) 100.0 Apr  505% -0.26% -8.40% 15.60% €120
€1.10
NAV return since inception 7.59% May 308% 093% -0.26%.42% ¢ o9 ‘_/-—'/ \,\‘\Wj\—-
12-month NAV CAGR 1106% Jun  5.19% -4.75% 3.08% -157% €0.90
€0.80
NAV annualized Return* 155% Jul 6.93% 2.85% 108% 0.53% €0.70
NAV annualized Volatility* 14.75% Aug 0.22% -555% 0.23%0.07% £€0.60
Best month (NAV) 15.60% Sep  -2.50% -8.34% 120% -0.62%€0-50
€0.40
Worst month (NAV) -10.52% Oct -0.69% -10.52% -179% - €030
# of months up (NAV) 33 Nov -4.09% 3.03% 0.46% - €0.20 .
W W oW OWO©EO©ISTNNMNIZINSDSWOO0WoowWwwo o oW OO0~ oo
292oc29o% [ foogQ °2o8 2oood o
# of months down (NAV) 24 Dec  2.46% -0.60% 108% SE8cSes8583S5885558888:5Sc885:55¢58
B2ER"528L8I°B0A8LESE720855832028528324hH
*since inception YTD 36.74% -3143% -8.38% 11.36%
Portfolio Structure by Asset Class Equity Portfolio Structure by Sector Portfolio Structure by Geography
Grailjs
Trading gyiiding
1.5% materials Dairy
Cash Listed B;l;e;/zy 0.7%  9.3% Engineering
2.0% Equities ’ 1.8%
4.5%
. Financial
Paints & Services )
Coatings 6.0% Serbia
32.1% 38.0%
Hotels
8.9%
Industrials
—__  06%
Medical Romania
services 61.0%
1.1%
) Real Estat
Private eg_goz ate Bulgaria
Equity Plastics Other 1.0%
93.5% 0.3% 34.0%

Note: Cash equivalents included under Cash

Message from the Investment Manager and Advisers

Dear Shareholders

Over the third quarter, RC2's NAV per share was caimflat,
registering a slight 0.02% decrease, whilst ityeslmice decreased by
2.7%, resulting in the discount to NAV widening fr037.1% to
38.8%.

The economic environment in Romania, Serbia andy@id remains
challenging. However, the three countries are shgwiodest signs of
recovery. In particular, Bulgaria and Romania hasxperienced
substantial industrial production growth rates, leehBerbian GDP
growth reached 1.2% over the first nine months. édwer, all three
countries have experienced strong rises in expstdstantially
decreasing the pressure on the trade deficit.

Over the third quarter of 2010, EPH managed to eimse its

profitability, with its EBITDA reaching €2.9m, coraped to €2.2m
over the first half of the year. Despite the impnment in profitability,

EPH'’s performance is still below that reached thenes period last
year, mostly driven by falls in the Copper ProcegsAgribusiness and
Bakery divisions.

Policolor has suffered from weaker sales and gnesgin erosion due
to higher raw material prices, but managed to aehipositive

EBITDA of €5.8m over the first three quarters, nhaidue to a sharp
fall in fixed costs pursuant to the restructurimggramme of last year.

Note: EPH investment included under Other

Note: EPHinvestmentincluded under Serbia

Policolor increased its shareholding in Orgachionfr64.2% to 70.9%
pursuant to a tender offer launched over the summer

Despite the general dairy market decline in Romaritbalact
managed to achieve an 11.3% increase in revenuw®sdnterms and a
16% increase in volumes sold over the first ninentin®. However,
higher raw material prices put pressure on the BBlTnargin, which
fell from 11% to 8%.

The new conference centre at Mamaia Resort Hoteishwopened in
April has helped the Hotel improve on its operatiagult of the same
period last year, with EBITDA increasing from €1800to €134,000, in
spite of a terrible year for operators on the RoaraBlack Sea coast.

The Top Factoring group continued to post stroriability, with its
EBITDA reaching €683,000 over the first nine monttempared to €-
21,000 the same period last year.

At the end of September, the Fund, which has neimggahad cash
balances of approximately €2.1m, compared to €430 June.

Yours truly,

New Europe Capital

$ neweuropecapital
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EAST PCINT

Holdings Ltd.

East Point Holdings Ltd

Background

East Point Holdings Ltd (“EPH” or the “Group”) is @yprus-based holding company with significant besminterests across South East
Europe in which RC2 acquired a 21.3% shareholdirZpB8. On 27 April 2010, RC2 increased its sharehglthrid2% in exchange for waiving
certain claims against EPH’s other shareholders. Qiik of the Group’s operations are in Serbia Rothania, but it is also active in other
countries, including Hungary and Austria, and hagtvork of sales, procurement and representaffiges in New York, Moscow, Frankfurt,
Beijing and Sofia. EPH operates along the followimgin business lines: Agribusiness (Cereals TradmgStorage), Milling, Bakeries, Copper
Processing, Cable Production, River Shipping, Reaht&sind Other. In March 2010, RC2 acquired an 11.48tebkolding in Klas DOO
("Klas"), the holding company for EPH’s Bakeries ingss, for €2.7m. On 30 June, RC2 acquired a 3.9%&isblaing in the Agribusiness for

€1.6m.

Financial Results

(EUR m) 20084 2009A"
Income statement (according to IFRS)
Net Sales 462.1 414.1 316.0 315.1
Cost of Sales (398.6)  346.2 257.5 (270.2)
Gross Profit 63.5 67.9 58.5 45.0
EBITDA 175 14.2 191 5.0
EBITDA margin (%) 3.8% 3.4% 6.0% 1.6%
EBIT 26 (15) 11.9 (10.2)
EBIT margin (%) 0.6% -0.4% 3.8% -3.2%
Net interest income (expense) (14.5) (13.3) 9.9) (8.8)
FX gain (loss) (6.4) (6.1) 4.4) (7.9)
Share of profit (loss) of associates 0.2 (0.9) (0.4) (0.3)
Income (loss) before taxes (18.1) (21.8) (2.8) (27.2)
Income tax (expense) benefit (0.5) (1.3) (0.8) (0.8)
Net Income (loss) (10.6) (23.1) (36) (27.9)
Minority interest 0.3 @7 0.8 2.7
Net income after minority interest (18.2) (21.4) (2.8) (25.3)

Note: 2008 audited accounts| *unadited managemeotants; **includes Novkabel AD;

EPH’s third quarter results reflect a substantighriovement over
the previous two quarters, with the EBITDA reach@29m during
the third quarter, compared to €0.7m and €1.5mhan first and
second quarters, respectively. However, the ninatimgesults
show a significant year-on-year fall, mainly aseault of strong
falls in the profitability of the Copper ProcessirBgkeries and
Agribusiness divisions.

Agribusiness

Over the third quarter, the Agribusiness generatdes of €22.8m,
and EBITDA of €1.7m, compared to sales of €43.5mBEBIIDA
of €0.9m over the first six months. However, ovee first nine
months the EBITDA come in at €2.6m, compared to @4the
same period last year. The main reason for thadate Group’s
decision to source only limited quantities of ggafrom Romania
(where normally one third of all cargoes are sodycbecause of
long delays in repayments of VAT by the Romanianegoment to
all the main cereals exporters operating in Roma#iaother
problem has been defaults by suppliers of cereaddnly caused
by the extreme price volatility experienced ovez summer. Due
to the above, the nine month throughput at EPHigstip silo at
Constanta port was 34% lower than the same peritdykzar at
610,000 tons. However, the third quarter througt{@80,000 tons)
represents a 105% quarter-on-quarter, and a 92%oyegear,
increase.

Copper Processing

During the first nine months, EPH’s copper divisiaohieved a
42.9% year-on-year increase in sales to €179m,lynama result
of a 5.0% increase in volumes (to 28,800 tons) keiger copper
prices. The EBITDA is also influenced by the levél ampper

prices as it affects the valuation of copper statkhe end of each

reporting period. Accordingly, a fall in copper ¢ggs towards the
end of the second trimester resulted in the EBITDakgim falling
from 5.2% in 1Q2010 to 1.3% in 2Q2010. However, thid
quarter of 2010 saw a recovery in copper pricesthadEBITDA
margin improved to 2.9%. The nine-month EBITDA amanto
€5.5m, compared to €9.0m the same period last Y8, EPH's
copper smelter, has agreed a further employee uotsting
programme which will reduce the headcount from &1853 (-60)
by the end of the year, and should have a positmgact on the
bottom line next year.

Cable Production

Sales picked up substantially in the third quarteraching a
monthly average of 560 tons, compared to 344 ar@ t68s in

1Q2010 and 2Q2010, respectively. Accordingly, sedgistered an
18.3% year-on-year increase over the third quaNerkabel has
made substantial progress in breaking into the Bossanarket,
where sales have grown from €1.8m over the whol@Qff9 to

€6.6m over the first nine months of 2010. The nevDCias started
to implement a restructuring programme and in Seper 175
employees were laid off, reducing the headcounnfgal5 to 670.
This is expected to generate annual savings ofnard@850,000.
The cost of the employee redundancy programme tegsuh

Novkabel’'s EBITDA for the first nine months fallifgpm -€1.4m

the year before to -€1.8m. The new CEO has alstedtaelling

non-core assets, including a factory producing ugbdd semi-
finished copper products and equipment for the petidn of steel
ropes. The new management team has also prepangdblie

relocation plan which involves concentrating prdéut on a
quarter of the current land surface, thereby figeip 29ha of land
which could be sold off, once the investment ohiaes with the

Privatization Agency have been met. An investmetdn pis

currently being prepared which is aimed at imprgvafficiencies
and bringing Novkabel's annual capacity to aroud0o@0 tons,
over three times the current output.

River Shipping

Over the first nine months, total sales increase@h6% year-on-
year to €38.6m, on the back of a 5.8% year-on-yearease in
total volumes shipped and strong fuel bunkering ratens.
However, challenging conditions on the Danube atdbginning of
the year and high water levels in June, as wdliigls restructuring
costs, caused the River Shipping’s EBITDA to fallnfraero to €-
0.4m.

$ neweuropecapital
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Bakeries

Over the first nine months of 2010, Klas recordd@2% yee-on-

year fall in revenues (from €20.1m to €17.5mjainly due to a
7.9% depreciation of the dinaraigst the euro but also due to

disruptive effect of ®0% increase in the price flour during the
third quarter.Management tried to counter this by increasing

price of bread by around 15%late August, but this causen 8%
drop in volumes sold in Septemtzerd only partly offset the high
price of flour.In spite of a headcount reduction from 989 to ¢
and significant progress in improving the cdisliy of the business
lower bread prices on the domestic market coupligd iwcreasec
energy and flour prices resulted in a sharp yaayear fall in the
EBITDA level from €2.5m to €16600 over the first nine month
However, this includes €446,000 of oof-restructuring expenst

Currently, management is working on a plan to morapction
out of its main site in central Belgrade to an irtdakbuilding at
the outskirts of Belgrade which was acquired by EfH the

Policolor Group

Background

www.reconstructioncapital2.com

September 2010

business in 2008. The relocation is expected tdlensubstantic
economies of scales and logistics improvementss tilowing
further cost savings.

Milling

Despite a 13.2% year-on-yefall in volumes to 43,000 tons over
the first nine monthsEPH’s milling divisionsaw a 3.6% increase
in revenues to €8.6m. Threvenues increase is mostly due to
drastic flour price increase during the third gaadf 2010, but als
dueto an increase in volumes sold during July and Augup
19.8% and 23.5%espectively), mostly due to higherports to
ex-Yugoslav countries. d@lipled with higher flour prices, tt
monthly revenues for July and August increased 6y1% anc
64.6%, respectively, compared to the monthly aweraghievec
during the first half of 2010. The EBITDA level irased by 3.7%
reaching €1.1m over thérst nine months,with the EBITDA
margin remaining flat at 13.1%.

LiPolicolor  Narsacum

RC2 has a 40% shareholding in Policolor, the parentpany of the Policolor Group (“Polico” or the “Group”), the largest producer
coatings (architectural, automotive and industrialRomania and Bulgaria, as well as a producensdilation materials,esins and specialty
chemicals. The Group comprises Policolor SA, aiisted Romanian impany, and Orgachim AD, its 70.-owned Bulgarian subsidiary which

is quoted on the Bulgarian Stock Exchange.

Financial results

(EUR '000) 2008A* 2009A* 2010 B
Income statement (according to | FRS)
Salesrevenues 100,632 71,792 77,574 60,709 56,326
Other operating revenues 2,002 2,030 - 1,548 490
Total operating revenues 102,634 73,822 77,574 62,256 56,816
Grossmargin 22,812 22,247 22,001 17,972 13,422
Gross margin 22.7% 31.0% 28.4% 29.6% 23.8%
Total Operating Expenses (105,678)  (70,609) (71,290) (57,137) (53,518)
Operating profit (3,044) 3213 6,284 5,119 3,208
Operating margin -3.0% 4.4% 8.1% 8.2% 5.8%
EBITDA 2,619 9,078 10,421 8,696 5,757
EBITDA margin 2.6% 12.3% 13.4% 14.0% 10.1%
Financial Profit/(Loss) 1,773) (1,023) (1,311) (821) (535)
Restructuring costs - (745) -
Profit beforetax (4,818) 2,190 4,227 4,298 2,763
Income tax 443 282 (520) (466) (403)
Profit after tax (4,375) 2472 3,707 3,832 2,361
Minority interest 646 (163) (835) (265,663) (411)
Profit for theyear (3,729) 2,309 2,873 (261,831) 1,950
Avg exchange rate (RON/EUR) 3.683 4.237 4.200 4.228 4.184

Over the first nine months of 2010, Policolc consolidated
revenues fell from €60.7m to €56.3nY.2%), whilst the Group’
gross margin fell from 29.6% to 23.8%, both comd to the same
period last year. This was the result of lower \digstiin all the
sectors of the economy in which Policolor cates, namely
construction, industry and automotivaccordingly, the operatin
margin fell from 8.2% to 5.8%, and the EBITDA margiaffered ¢
steeper fall from 14.0% to 10.1%.

Operations

Compared to the same period last ye¢he Architectural busine:
unit (“SBU") lost 19.1% of itxonsolidated sal over the first nine
months, having fallen from €26.6m to €21.5mhilst theEBITDA
margin fell from 10.3% to 8.4%@his was mainly the result of she
falls in the construction industries in Romania &udgeria.

Due to the reduced number of cars sold #rel lower number c
accidents, as well as the difficie body shops have faced
recoveringmoney from insurance companies, the Automotive ,

which sells car refinish coatini lost 9% of its consolidated sales
over the first three quartedrom €7.0m to €6.4m), whilst its
EBITDA margin shrank from 29% to 21, both compared to the
same period last yeaThe SBU has implemented a new line
waterbased coatings in both countries and extendeditger o
products with new putties.

Over the first nine month: the Industrial SBU achieved
consolidated sales of €4.6epmpared t€5.0m during the same
period last year. Théndustrial SBU launched new coatings for
wood and marine applications.

Operating in a difficult environment, Deko Professl, the
Thermoinsulation SBU which was externalized into n
subsidiaries in Romania and Bulg: last year, has had to deal
with steep falls in new constructions, aell as an internal
restructuring pcess to separate its distribution channels 1
those of theArchitectural SBL In these circumstances, it lost 35%
of its turnover compared to the previous year (fr€8.0m to
€5.2m) and genetred negative EBITDA 0€-0.2m. Nevertheless,
a new manager as appointed to run the SBU in July, and D
Professional has recently seen some promisingaiiviéis whicl
could result in a strong turnarouncThe SBU has used its
traditional production of epoxy resins to developatfolio of
epoxy, polyurethane andcrylic flooring systems. Another
promising area for Deko Professional relates tew imitiative by
the Romanian government to subsidize and guarao&sss ltakel
out by housing associations to thermallsulate their apartment
blocks. Deko Professiohahas already signed a partners
agreement with CEC, Romania’s largest savings bark,vath
BCR, Romania’s largest ba, to promote its products through
their networks.

$ neweuropecapital
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Over the first nine months, the Resins SBU gainadraber of new
clients and achieved a 46% increase in sales fin€6ompared to
the same period last year, while the SBU’s EBITDA edm 26%
higher at €1.0m.

Meanwhile, the Anhydrides SBU increased its netsstilem €9.4m
to €11.9m (+26%). However, the EBITDA margin shrdrdm 6%

Albalact

Background

www.reconstructioncapital2.com
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to 4% mainly due to Orgachim having to source i@inmraw
material from as far afield as the Far East dusifaply constraints
in Europe.

Policolor has made progress in preparing its ssrBlucharest real
estate for sale, having now demolished all buildiog eight of
the fourteen hectares which comprise its main Buedtasite.

(D

ALBALACT

Albalact SA (“Albalact”) is a Romanian dairy produaguoted on the RASDAQ section of the Bucharest Stxthange in which RC2 has
acquired a 25.4% stake under its Private EquitygRome. A local entrepreneur and his family own62&. with the remaining 28%
representing the free float. With Albalact’'s markepitalization increasing by 11.9% over the quamfRC2’s shareholding in Albalact had a

market value of €9.4m as at 30 September, comparéd.4m at the end of the previous quarter.

Financial results

(EUR '000) 2008A*  2009A™
Income Statement
Sales Revenues 51,741 53,330 39,706 43,808
Other operating revenues 2,496 1,557 1,434 1,964
Total Operating Revenues 54,236 54,887 41,140 45,772
Total Operating Expenses (52,163) (52,422) (39,663) ,508)
Operating Profit 2,074 2,465 1,478 1,253
Operating margin 3.8% 4.5% 3.6% 2.7%
EBITDA 4,856 5,489 4,534 3,643
EBITDA margin 9.0% 10.0% 11.0% 8.0%
Financial Profit/(Loss) (1,860) (1,803) (906) (551)
Profit before Tax 214 662 572 701
Income Tax (52) (48) (165) (128)
Profit after Tax 162 614 407 574
Net margin 0.3% 1.1% 1.0% 1.3%
Avg exchange rate (RON/EUR) 3.683 4.237 4.228 4.184

Note: * IFRS (audited), ** RAS (audited), *** RABnaudited)

In the first nine months of 2010, Albalact achievad 11.3%
growth in euro-denominated sales in spite of a genmarket
decline. In volume terms, sales were 16% highen ttiee same
period last year, with cheese, yoghurt and fredk ragistering the
highest growth rates. The downward pressure onil rpt&ces
combined with higher raw milk prices and increasedrketing
expenses had a negative impact on operating fiifiya with the
EBITDA margin falling from 11% to 8%. However, Allaait's net
profit came in 40.9% higher, helped by a lower iigneexchange
loss.

Operations

According to Romanian press articles based on thandial
statements submitted to the Trade Registry, Danorextaok
Friesland as the dairy market leader in 2009, ¢lvengh Danone’s

Mamaia Resort Hotels
Background

sales also fell (by 11% year-on-year). Meanwhilelbafact
overtook Hochland to become the third-largest playdue to
Hochland’'s 18% fall in sales in 2009. Amongst tlog tdairy
companies, Albalact is the only one to have in@e@aiss euro-
denominated sales in 2009 (which were up 3% yearean).

The €0.5m “Zuzu” rebranding campaign started at ¢nel of
September and is scheduled to last until late Né»eEm

Prospects

With the relaunch of “Zuzu”, the Raraul cheese factbinally

working at full capacity, and improved logisticsdadistribution,
we expect the Company to achieve its €60m salesttéog 2010
and to continue performing above market in 2011 sjite of
consumption continuing to be affected by the lowerchasing
power of the population. The main growth driveexpected to be
the increase in the number of retail shops serwedilbalact's

distribution network, while the highest growth amdes are
expected to be yoghurt and cheese. However, thenwaid

pressure on retail prices compounded by higher mallkk prices

will make the 2010 EBITDA target difficult to achiev

A shareholders’ meeting held in September apprelvednerger of
Albalact with its 96%-owned subsidiary Raraul. Teiwuld have
little impact on Albalact’s shareholder structunilst simplifying

the management, administration and IT functionstied two

businesses. We expect the merger process to biedithan the first
quarter of 2011.

GOLDEN TULIP

Mamaia Resort Hotels SRL (the “Company”) is the owenad operator of the Golden Tulip Mamaia Hotel (tHetel”), which is located at
Romania’s premium Mamaia seaside resort next to @otestln March 2008, RC2 acquired 63% of the Compuaiith, the remaining 37%

being owned by a Romanian entrepreneur.

$ neweuropecapital
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Financial results

(EUR '000) 2008A* 2009*
Income Statement
Sales Revenues 1,643 1,489 1,487 1,568
Other operating revenues 144 78 35 11
Total Operating Revenues 1,787 1,567 1,522 1,579
Total Operating Expenses (2,113) (2,203) (1,653) (1,597)
Operating Profit (326) (536) (132) (18)
Operating margin neg. neg. neg. neg.
EBITDA (109) (306) 15 134
EBITDA margin neg. neg. 1.0% 8.5%
Financial Profit/(Loss) (155) (62) 27) (127)
Profit before Tax (481) (598) (159) (146)
Income Tax 0 2) 0 0
Profit after Tax (481) (600) (159) (146)
Net margin neg. neg. neg. neg.
Avg exchange rate (RON/EUR) 3.683 4.237 4.228 4.184

Note: * IFRS (audited), ** RAS (unaudited)

Operating within a harsh overall climate, with mamtels on the
Romanian seaside reporting falls in sales of ar@@%, the Hotel
achieved a 3.8% year-on-year increase in operagngnues in
euros over January-September, helped by the nevieremce

centre which was opened in April. Accommodationerayes were
flat at approximately €0.8m, but Food and Beveradessincreased
by 16.8%, from €0.6m to €0.7m, helped by conferaetated

Top Factoring
Background
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events. In terms of operating profitability, the Guany managed
to post an EBITDA margin of 8.5% over January-Sepien2010,
far better than the 1% recorded over the same ¢hefi@009.

Operations

The Hotel's occupancy rate was 29% over the fiirse months,
unchanged from the same period last year. The Huateleved a
75% occupancy rate during the June-August holidagsaen,
compared to 70% last year. The Hotel's new conferecentre,
which was finalized at the end of April, had alrgagknerated
€0.4m additional revenues by the end of Septemthés $hould
increase to €0.5m by the end of the year).

Prospects

For the next summer season, management has dedaiopécts
with tour-operators in new markets such as Isrde, UK and
Poland. Based on the indicative demand registeredasdor
allotment and charter packages, the Hotel is ayrd89% booked
over May — September 2011.

&
'le ACIorng

Top Factoring (“Top Factoring” or the “Company”)asRomanian receivables collection company in wRE2 owns a 93% shareholding. The
remaining 7% is owned by the Company’s CEO. The defuisition part of the business is now being watten by a separate SPV owned by
RC2 (Glasro Holdings Ltd) which sub-contracts thetaeliection process to Top Factoring.

Financial results

(EUR '000) 2008A* 2009A™
Combined Group Income Statement
Total Operating Revenues 1,205 1,587 1,038 2,384
Debt portfolios 993 1,064 703 1,481
Agency contracts 212 523 334 903
B2C 139 370 251 810
B2B 73 153 83 93
Total Operating Expenses (1,883) (1,490) (1,084) (1,740)
Amortization of debt portfolios (774) (388) (328) (388)
Other operating expenses (1,109) (1,102 (756) (1,352)
Operating Profit (678) 97 (46) 644
EBITDA (641) 132 (21) 683
EBITDA margin neg. 8.3% neg. 28.6%
Financial Profit/(Loss) (15) (5) ) 7
Profit before Tax (693) 92 (48) 651
Income Tax 0 (0) (0) (1)
Profit after Tax (693) 91 (49 650
Net margin neg. 5.8% neg. 27.3%
Avg exchange rate (RON/EUR) 3.683 4.237 4.228 4.184

Note: * IFRS (audited), ** IFRS (unaudited, combingccounts)

Top Factoring and Glasro (together the “Group”)ogef a strong
performance over the first nine months, with tugromore than
doubling to €2.4m compared to the same periodyleat, and the
net profit reaching €0.7m compared to a loss of @@

Operations

During the first nine months, collections from tlieur debt
portfolios purchased from Vodafone amounted to #©1.6f which
75% was generated by the last two portfolios wivighe acquired
in 2009. Agency contracts generated €0.9m of resem the first
three quarters of 2010, far better than the €0.8mesed the same
period last year.

The new field collection department generated raesn of

€170,000 (of which 80% were generated from the @mu
proprietary debt packages) and is expected to gener further
€0.1m by the end of 2010. Top Factoring’'s B2B depantnsaw a
sharp fall in revenues in 2010, due to the increpsiumber of
debtor companies going bankrupt, the slowness @fRbhmanian
judicial system, and the high fixed costs of thgalephase of the
collection process. Accordingly, management hasidedc to

downsize this department. The Group’s headcountiha®ased
from around 100 at the beginning of the year to afléhe end of
September (of which 70 are call-centre collectars)ine with the

Company’s growing activity.

Prospects

Although the Group’s performance was in line whke budget over
the first nine months, management is expecting facudt last
quarter. This is due to the weakening financial itmms of
Romanian consumers as a result of the austerityuresagaken by
the Romanian government over the summer, includi2g% cut in
public sector salaries, and an increase in the Y&&& from 19% to
24%. The Group has won auctions for the purchasehcde
receivable portfolios (two in telecoms and one amking), and
expects to sign the acquisition contracts by thedadrthe year.
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Bulgarian Stock Exchange Qﬁnl

In 2007 RC2 acquired 1.82% of the Bulgarian Stock Brge (BSE) at a total cost of €0.5m. Until recenthg BSE was 44%-owned by the
Bulgarian state, with the balance being owned bymlination of Bulgarian brokerage firms, local ingibns and private individuals. In
August, the Bulgarian state called a shareholdeetimg to approve a capital increase at nominaleyaio which only the Bulgarian state
would have the right to participate (taking its réfelding to 50.1%), as well as to list the BSE’arss after the capital increase. Although
prejudicial to the minority investors and in spitestrong opposition from RC2 and a couple of otlersholders, the proposals were approved
at a general meeting on 13 September, with 87.8%axfe present voting in favour. Accordingly, thedduian state was able to increase its

participation from 44% to 50.1%, and RC2’s ownerdfap fallen from 1.82% to 1.63%.

Financial results

VT 2008A* 2009A* The BSE published its 2010 half-year results in Asiglihe BSE,
ncome statemen .

Revenues 2,359 1,314 789 609 which has cash balances of around €3.7m, propeatyed at
Total operating expens (2,271) (1,549) (676) (631) 3

Operating Income o8 e 113 ) €1.5m, and almost no debts, made a net profit 8fGDO on sales

EBITDA 301 (©)] 227 77 of €609,000.

Financial Income/(Expenses) 222 187 88 72

Earnings before tax 310 (49) 201 49

Income tax (32) 5 - -
Earnings after tax 279 (43) 201 49
Avg exchange rate (BGN/EUR) 1.956 1.956 1.956 1.956

Note: *IFRS (audited), **IFRS (unaudited)

Capital Market Developments

BET-EUR, SOFIX and BELEX-15: 1 year performance
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Macroeconomic Overview

Commentary

Over the third quarter of 2010, the Romanian BET Baltjarian
SOFIX indices increased by 15.0% and 3.8%, resgslgtiwhilst
the Serbian BELEX-15 index lost 3.8%, all in eunarts.

Since the beginning of the year, the Romanian mgBET-EUR)
was up 19.9%. On the other hand, the SOFIX and BELEX
indices fell by 19.4% and 34.3%, respectively.

By comparison, the MSCI Emerging Market index was26i5%,
the MSCI Emerging Market Eastern Europe index wad%p%,
whilst the FTSE100 and S&P indices increased by%4and
16.1%, respectively.

Overview A joint IMF and EU mission visited Romania at thelerf October

FORNEETE BT SEREEETT to assess the evolution of the economy. The reduhe appraisal
GDP Growth (y-0-y) 23%  SM10 03% - 9M10 12% - 6M10 is that the next tranche of the IMF loan, whichvizrth €0.9bn, and
Inflation (y-0-y) 7.9% 10M10 3.9% 10M10 7.7% 9M10 . . X
Ind. prod. growth (y-0-y) 48%  Sep-10 9.3%  Sep-10 4.4% p-s@ a further €1.2bn from the EU, will not be disbursextil the
Trade deficit (EUR bn) 6.9 9M10 1.4 9M10 3.2 8M10 . .

y-oy 3.5% -56.1% 33.3% Romanian Government adopts the 2011 budget and ritiiedu
e e, MO 09 MO s, e wage and revised pension laws. The unified wageplawides for
Total extemal debyGDP 73.3% - Sep-d0 - 100.9%  Aug-lo 77.9My-10 uniformity of wage levels in all public sector jobwhile the
Reserves to short-term debt 184.6% Sep-10 109.7%  MAug-1 628.9% Aug-10 . . i . L.
Loans-to-deposits 1224%  Sep-10 1114%  Sep-10 123.2% -10un pension law refers to cutting special pensionsremsing the
Public sector debt-to-GDP 35.1%  Aug-10 11.7%  Aug-10 %8.5 Aug-10 . . . . .
retirement age and setting new pension indexatwel$. The loan
Commentary agreement with the IMF expires in May 2011 and<allere held
. on the possibility of a new precautionary agreement

Romania P y P yag

Over the third quarter of 2010, Romania’s GDP Igll2.5% year-
on-year, resulting in negative economic growth 228% over the
first nine months. The IMF projects a 2% overall B5fall in 2010,
and economic growth of 1.5% - 2% in 2011.

Over January-September, exports increased by 2@ez#6on-year
with imports increasing by only 18.9%. Consequerttie January-
September trade deficit posted a slight 3.5% yeayear decrease.
However, Romania’s January-September 2010 currenbuac
deficit was 33% higher at €4.2bn, mainly due to0&s3year-on-
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year fall in current transfers (from €3.3bn to €8 FDI flows are
still weak at €2.1bn (down 40% year-on-year), andeced only
48.9% of the current account deficit. The Januapt&mber 2010
budget deficit came in at 4.6% of GDP, within theeshold agreed
with the IMF which provides for a 2010 budget di¢faf 6.8% of

GDP.

Romania’s CPI was up 7.9% year-on-year in Octobesharp
increase over the 4.7% recorded at the end of 20@tly due to
the 5% increase in the VAT rate (from 19% to 248t)aduced on
1 July 2010. The IMF expects inflation to reach 8% by the end
of 2010.

Industry could be an important trigger of an oveedonomic
recovery, with an encouraging 20.4% month-on-mdatid a 4.8%
year-on-year) increase recorded in September 2010.

Romania’s total external debt position was €89.3btha end of
September, or 73% of estimated 2010 GDP. Publit aelounted
to €42.1bn at the end of August, a 22% YTD increbsestill only
35% of GDP. Of the total public debt, 45% is RON-al@mated
and 42% is euro-denominated, with the balance &b bing in
other foreign currencies. The National Bank of Romanforeign
reserves (excluding gold) were €32.6bn at the ér@kptember, or
1.8 times the short-term external debt (€17.6bn).

Having recorded a historical low against the eurdha end of
June, the Romanian leu appreciated by 2.3% ovethiftequarter,
resulting in an overall depreciation of 0.9% sitice beginning of
the year.

Total domestic non-governmental credit (which edeki loans to
financial institutions) amounted to €48.7bn at tlead of
September, up from €47.3bn since the beginninghef year.
Overdue loans amounted to €3.7bn, twice their vatutae end of
2009, and equivalent to 7.6% of total loans. The &uan banking
system’s total loans-to-deposits ratio was arou2Pd at the end
of the third quarter.

Bulgaria

Good results from the agricultural sector (+3.8%aryen-year)
helped Bulgaria achieve a 0.2% year-on-year GDP trower the
third quarter. However, during the first nine ma)tsDP was still
0.3% lower than the same period last year. The idMierecasting
overall GDP growth of 0 - 0.4% in 2010.

Over January-September, Bulgaria posted a positiveremt

account of €0.5bn, or 1.5% of GDP, compared to ficiteof

€2.5bn over the same period in 2009. The performanfcthe
current account was mainly triggered by a 70.9%r-g@ayear
increase in current transfers (from €0.7bn to €1)2&s well as by
a 56% year-on-year decrease in the trade defitiichwfell from

€3.3bn to €1.4bn. FDI inflows stood at just €0.9bn.

Bulgaria’s nine month budget deficit came in at 2.@6DP. The
2011 state budget has already been approved bBtilgarian
Parliament and provides for a €1bn budget deficif.5% of GDP.
The budget is based on forecast economic growgh&sdh in 2011,
which is higher than the IMF’s 2 - 2.5% forecast.

The Bulgarian authorities are committed to maintagnithe
currency peg regime that ties the level of castiriculation to the

www.reconstructioncapital2.com
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National Bank’s foreign currency reserves. The colsteserves-
to-short-term-debt ratio was 109.7% at the end ujust.

Bulgaria’s CPl was up 3.9% year-on-year in Octobgr, fiom

3.5% in September. With the real estate and firsnsectors
declining sharply as a result of the global finahairisis, growth
has shifted to the industrial sector, which recdrdel.6% month-
on-month increase in September, while the yearear-yncrease
was an impressive 9.3%.

Bulgaria's external debt was €36.5bn at the end ofjust, or
100.9% of GDP, of which only 11.7% was attributatol¢he public
sector. Public sector debt increased by 0.5% yedate, while
private debt fell by 4.2% over the same period.

The Bulgarian banking system had a total loans-fipslié ratio of
approximately 111% at the end of September. Wiidem$ to non-
financial institutions slightly increased by 0.5%T¥ (from

€25.8bn to €25.9bn), the deposit base increasedc%yfrom

€22.1bn to €23.2bn. The increase in the depos# Ea positive
sign of improved confidence which should help th@romic
recovery. At the end of September, overdue loacswated for
10.6% of total loans, up from 6.4% at the end @20

Serbia

According to the National Bank of Serbia (NBS), Sa'bireal
GDP grew by 1.2% over the first six months of 20@6lped by
strong improvements in exports and industrial pobidn. The key
industries that supported GDP growth were financial
intermediation, transport, mining and quarrying, dan
manufacturing.

CPl increased by 7.7% year-on-year in Septembeighnikihigher
than the NBS'’s targeted range of 6.5% +/- 2%. Faudi energy
price hikes, and a weakening dinar, were the maies of the
increase in the inflation rate. The medium terntatidn outlook is
subject to additional risks related to the liftiof the freeze on
public-sector wages and pensions, now scheduledbfarary 2011.

Over the third quarter, the dinar continued to dejate (by 1.7%)
against the euro, losing 9.6% YTD. The dinar dejpted sharply
over May and June 2010 (4.7%), reflecting risk aier in
financial markets triggered by the Greek and widaro zone
crises. It is possible that external factors, corabi with
uncertainty about domestic reforms, could result further
depreciation of the currency.

The trade deficit was €3.2bn over January-Augu238% year-
on-year fall), mostly due to strong growth in exgdr20.3%) and
much lower import growth (+8.0%). It is expecteattienterprise
restructuring, privatisation and other supply-si@éorms should
make exporters more competitive over the medium.ter

After several consecutive cuts in the key interat# in the second
quarter of 2010 (from 9.5% to 8%), the NBS decidedntrease
the key rate by 100bps to 9.0% over August andedaiper, due to
mounting inflationary pressures.

Following progress in its relations with Kosovo,@ttober Serbia
was invited to become an EU candidate member il 28dwever,
given the anti-enlargement sentiment within the Bdrbia’'s EU
membership prospects still remain uncertain.
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Important Information

This document, and the material contained thetisimtended to be for information purposes and ihét intended as a promotional material in
any respect. In particular, this document is ndeided as an offer or solicitation for the purchasesale of any financial instrument including
shares in Reconstruction Capital Il Limited (“RC2f the “Fund”). Any investment in RC2 must be baselélg on the Admission Document of
the Fund or other offering documents issued franetio time by the Fund, in accordance with appliedaivs.

The material in this document is not intended tovjate, and should not be relied on for accountilegal or tax advice or investment
recommendations. Potential investors are adviseihdependently review and obtain independent prafea advice and draw their own
conclusions regarding the economic benefit andsrigkinvestment in the Fund and legal, regulatangdit, tax and accounting aspects in
relation to their particular circumstances. Whilgesy effort has been taken to ensure that the r@tier this document is accurate, current,
complete and fit for its intended purpose no watydsa given as to its completeness or accuracy.

This document is only issued to and directed asqes of a kind to whom it may lawfully be communétéde

The Fund’s shares have not been and will not bestexged under any securities laws of the UnitedeStatf America or any of its territories or

possessions or areas subject to its jurisdictiod,absent an exemption, may not be offered for @abold to nationals or residents thereof.
The offering of shares in certain jurisdictions niagy restricted and accordingly persons are requibgdthe Fund to inform themselves of and
observe any such restrictions.

No warranty is given, in whole or in part, regarditite performance of the Fund. There is no guaratiaeits investment objectives will be
achieved. Potential investors should be aware faat performance may not necessarily be repeatederiuture. The price of shares and the
income from them may fluctuate upwards or downwandscannot be guaranteed.

This document is intended for the use of the adérand recipient only and should not be reliednupy any other persons and may not be

reproduced, redistributed, passed on or publisiedwhole or in part, for any purposes, without théoprwritten consent of New Europe
Capital Limited, New Europe Capital SRL and New Europet&lapOO0.
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