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Statistics RC2 NAV returns Share price / NAV per s hare (€)
NAV per share (€) 0.9564 2006 2007 2008 2009 2010 €160
——NAV P
Share price (€) 06250  Jan  -0.61% 4.70% -8.27% -5.65% 136% -0 per share per share
€1.40
Total NAV (€ m) 95.6 Feb -0.73% 6.17% -1.48%  -1.51% 0.03% €130
MKk Cap (€ m) 62.5 Mar  -0.87%  5.90% -3.03% 2.39%  2.07% €1'20 A,
#of shares (m) 100.0 Apr 0.44%  5.05%  -0.26%  -8.40% © e110 \
0, 0, 0, - 0/ -
Return since inception -0.01% May 3.73% 3.08% 0.93% 0.26% €1.00 \/"/
12-month CAGR 0.33% Jun -1.25%  5.19%  -4.75% = 3.08% - €0.90
- -U. 0
, Jul 1.23%  6.93%  2.85%  1.08% - €0.80
Annualized Return* 0.00%
Aug 0.61%  0.22%  -5.55%  0.23% - €070
Annualized Volatility* 13.34% £0.60
Sep  2.18%  -2.50% -8.34%  1.20% - :
Best month 6.93% €0.50
Oct  2.74%  -0.69% -10.52% -1.79% -
Worst month -10.52% €0.40
Nov — 2.80%  -4.09%  3.03%  0.46% " 030
#of months up 30 Dec  170%  2.46% -0.60%  1.08% - €0'20
# of months down 21 ’
. YTD  12.47% 36.74% -31.43% -8.38%  3.50% Dec/05 Octl06  Mar/07 Jan/08  Jull08  Dec/08 Mar/10

* since inception
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Message from the Investment Manager and Advisers

Dear Shareholders

Whilst RC2’s NAV per share increased by a modest 3ca#r the
first quarter, its share price increased by a hgak0.2%, thereby
narrowing its discount to NAV from 43.7% to 34.7%his is a
significant improvement over last year, when thscdunt to NAV
peaked at 64.6%.

At Policolor, in spite of a 16% year-on-year fall $ales during the
first quarter, the EBITDA level increased by €0.4snaaresult of the
successful restructuring programme completed in 920This

programme has greatly reduced fixed costs, enaliiegGroup to
improve its performance even at times of very redusales.

With the exception of a strong performance at itpfgew Processing
business, the consolidated year-end results of @etd disappointing
and came in substantially below both the budgetthachine months
results. RC2 spent much of the first quarter negjafj taking over a
higher stake in this business due to the diffiegltin monetizing its
put against the company and its other shareholderdviarch, RC2
acquired an 11.1% direct shareholding in Klas, EPHakery
business, for €2.7m.

In spite of a flat Romanian dairy market in 2009 a&hct managed to
outperform its peers with its sales increasing H¢/@in EUR-terms to
€60.6m. Albalact’s strong performance continuedr dle first quarter

of 2010, with its net profit margin more than danglfrom 3.3% to

7.0%.

At Mamaia Resort Hotels, cost-cutting efforts redLiéesses during
the low season, and the management focussed apéming of a new
conference centre, which, based on firm bookingsukl generate
incremental revenues of at least €0.5m over 2010.

Top Factoring, the Fund’s receivables collectiorsibess, had an
excellent first quarter. Turnover increased by 218%r-on-year from
€0.3m to €0.9m, resulting in the EBITDA increasimgnfi breakeven
to €0.4m.

The general economic recovery in all of the Funidiget countries is
still fragile. However, public sector debt remaarsongst the lowest
in Europe, and in March Romania’s €1bn eurobondeissarrying a
yield of 5.17% was 4.5 times oversubscribed. Funtioee, the

Romanian government has announced that it intendsttthe budget
deficit dramatically by cutting public sector wagasprecondition for
the disbursement of the next IMF standby-loan thenc The

Romanian leu gained 3.3% against the euro overitsiequarter of

2010.

At the end of March, the Fund, which has no gearingd cash
balances of approximately €1.7m, compared to €4@&@m 31st
December.

Yours truly,

New Europe Capital

$ heweuropecapital
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Policolor Group dPolicolor NP ORGACHIT

Background

The Policolor Group (“Policolor” or the “Group”) ihe largest producer of coatings (architecturaipmotive and industrial) in Romania and
Bulgaria, as well as a producer of insulation matsriresins and specialty chemicals. The Group dsegPolicolor SA, an unlisted Romanian
company, and Orgachim AD, its 64%-owned Bulgaridosaliary which is quoted on the Bulgarian Stock Exaje. RC2 has shareholdings in

both companies: 40% in Policolor and 2.4% in Orgach

Financial results

(EUR '000) 2008A*  2009A*  2010B
Income statement (according to IFRS)
Sales revenues 100,632 70,314 82,064 13,709 11,522
Other operating revenues 2,002 5,658 355 211
Total operating revenues 102,634 75,972 82,064 14,063 11,733
Total Operating Expenses (105,678)  (71,871)  (73,644) (15288)  (12,144)
Operating profit (3,044) 4,101 8,420 (1,225) (411)
Operating margin -3.0% 5.4% 10.3% -8.7% -3.5%
EBITDA 2,619 8,805 12,578 (10) 348
EBITDA margin 2.6% 11.6% 15.3% -0.1% 3.0%
Financial Profit/(Loss) (1,773) (972) (1,272) (436) (103)
Restructuring costs - (2.177) (330) - -
Profit before tax (4,818) 953 6,818 (1,661) (514)
Income tax 443 (194) (1,091) (23) 4)
Profit after tax (4,375) 759 5727 (1,684) (518)
Minority interest 646 645 (1,317) 388 82
Profit for the year (3,729) 1,404 4,410 (1,296) (436)
Avg exchange rate (RON/EUR) 3.683 4.237 4.200 4.266 4.116

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

Policolor’s activity is highly seasonal, with thigst quarter of the
year being the weakest due to the low level of taoton activity

during the winter months. The first quarter of 204&s particularly
bad in terms of sales due to bad weather, a veakwenstruction
sector, and decreased activity at Policolor's imdals clients.

However, even though the Group’s consolidated sddeseased by
16% year-on-year, the EBITDA level increased by £0.Zhis is a
testament to the strong restructuring efforts utatken last year
which greatly reduced the fixed costs of the busspeand is
particularly satisfying as the Group’s gross margiss negatively
influenced by a generalized increase in the pricew materials.

Operations

The Architectural business unit (“SBU”) recorded solidated sales
of €3.5m compared to €4.7m the year before. Inrci@enaintain its
market leader position, in March the ArchitectugBU launched
nation-wide campaigns in Romania and Bulgaria to ptenthe
launch of new water-based products. In particdlarGroup opened
the new season by launching a new decorative [paamhed “Spor
with Silver” in Romania and “Leko with Silver” in Bgaria), which
benefits from a permanent anti-bacterial effeatréased resistance

and no smellThe Architectural SBU has also opened the “Policolor

Gallery”, a new concept shop which is expectedtafthe basis of
its future retail development.

East Point Holdings Ltd

Background

Over the first quarter, the Thermo-Insulation SBUhick is the

one most exposed to new buildings, was severebceffl by the
crisis in the construction industry, as many prigjestarted before
the credit crisis were completed in 2009 and haaaly new ones
were started. The SBU recorded net sales of €1.2mghwwas

only 36% of the result achieved during the sametquéast year.
Nevertheless, the quarterly EBITDA loss remainedhanged at
around €-350,000.

Sales at the automotive SBU fell by 19% comparethéofirst
quarter of last year from €1.8m to €1.5m. Howetee, EBITDA
increased almost threefold from €107,000 to €3104,,@hd the
EBITDA margin increased from 6% to 21%.

The Industrial paints SBU achieved consolidated ssaté

€920,000 in the first quarter, down 23% comparedasd year's

first quarter sales of €1.2m. In order to gain reaghare, the SBU
has continued its effort to launch new environmiégntaompliant

water-based industrial coatings as well as newrenmientally-

compliant coatings for wood, metals and road main

The two chemicals divisions of the Group perfornedine with
expectations. The Resins SBU achieved consolidateditegly
sales of €632,000 (5% higher than last year) ancbléd the
EBITDA from €63,000 to €139,000. Meanwhile, the Salyg
Chemicals (Anhydrides) SBU achieved quarterly safe€303m
(10% higher than last year) and reported an EBITDA382,000
compared to a loss of €111,000 in the first quart&009.

Policolor owns a 14 hectare site in the easterrippery of
Bucharest, of which only a small part is used feraperations.
The attractiveness of its Bucharest site has ineckasie to the
Metro group opening its biggest “Real” hypermarketRomania
on the land adjacent to Policolor’'s. In order topiove the
saleability of its free land, Policolor has inigdt a relocation
process within its site and started the procedtoedemolish its
unused buildings. This should completely free bp 8f surplus
real estate by year end.

EAST PCINT

Holdings Ltd.

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% shareholdi®008. The bulk of the Group’s operations are irbideand Romania, but it is also active
in other countries, including Hungary and Austdad has a network of sales, procurement and repegse offices in New York, Moscow,
Frankfurt, Beijing and Sofia. EPH operates along fifllowing main business lines: Agribusiness (Cesettading and Storage), Milling,
Bakeries, Copper Processing, Cable Production, Rivigp#g, Real Estate and Other.

$ neweuropecapital
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Overview

Under RC2’s original investment agreement, RC2 hadritie to
put its shares in EPH back to EPH and its foundimayeholders (the
“Put Option”) if a reorganisation of the Group inits various
business lines (the “Reorganisation”) had not takéace by 8
December 2009.

Because EPH was unable to complete the required Raeggion in
time, RC2 was able to exercise its Put Option ardl ati as a
protective measure in early 2010. Following thiereise, RC2
commenced negotiations with the Group and its oshareholders
and, after examining all options and with particulagard to the
difficulties in monetising its claim derived frorhe Put Option, it
determined that the most beneficial solution waseiek to exchange
its claim under the Put Option for additional sisane EPH. The
negotiations were finalized in April and details tfeir final
outcome will be included in RC2’s April Monthly Report

Financial Results

(EUR m) 2008A  2009A
Income statement (accoring to IFRS)
Sales 462.1 414.1 497.8
COGS (398.6) (346.2)
Gross Profit 63.5 67.9 -
EBITDA 17.5 14.2 28.0
EBITDA margin 3.8% 3.4% 5.6%
EBIT 2.6 (1.5) 10.6
EBIT margin 0.6% -0.4% 2.1%
Net interest income (expense) (14.5) (13.3) (13.7)
FX gain (loss) (6.4) (6.1) (2.4)
Share of profit (loss) of associates 0.2 (0.9) 0.3
Income/(loss) before taxes (18.1) (21.8) (5.2)
Income tax (expenses)/benefit (0.5) 1.3) 0.4
Net income/(loss) (18.6) (23.1) (4.8)
Minority interest 0.3) 1.7) 0.7)
Net income after minority interest (18.3) (21.4) (5.6)

Note: 2008 audited accounts; *unadited managemeooants;

The Group has released its consolidated managemceounts for
2009. Whilst the Copper business performed well ubphout the
year, the Agribusiness disappointed in the foudbrter and ended
the year significantly below budget. However, tlktof the losses
for the year was generated by high financial casiginly interest
and forex charges. The highly indebted River Shigpbusiness
suffered from €6.3m of finance charges, whilst Beoup also
suffered from €6.1m of forex charges, mainly duefats in the
local currencies of EPH's main countries of operai — in
particular Serbia where the Dinar lost 7.6% ove®@200f these,
only €0.9m represent realized losses, as the krdkltr from the
translation of intercompany foreign exchange litib8 which do
not get eliminated on consolidation. The accour® a@ake into
account the first time consolidation of Novkabel ADlovkabel),
the cables producer which was acquired in March92@fich
reported negative EBITDA of €1.9m.

The Group'’s revised budget for 2010 forecasts s#l€497.8m and
EBITDA of €28.0m, EBIT of €10.6m and a net loss of 6gb.
However, there is considerable upside to thiseéf @roup manages
to deleverage its balance sheet and deconsoligaRivier Shipping
business by bringing in a partner to this busitiess

www.reconstructioncapital2.com
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Agribusiness

Although the total throughput at Silotrans, EPHagéhip silo in
Constanta port, was practically unchanged compavethe 1.1m
tons achieved the previous year, EPH's Agribusise$iered in the
second half of the year, as two suppliers and dirataeneged on
their contracts, and stocks were not released bynéis in
anticipation of higher prices, particularly in Huarg. Consequently,
the EBITDA declined by 69% reaching €2.5m whilst tred effect
on the bottom line was a loss before tax of €1.6&2m lower than
the previous year). For 2010, management expelets sh€163.4m,
EBITDA of €7.0m, EBIT of €4.8m and a net profit bedorax of
€2.2m.

Copper Processing

In spite of weak demand during the first two montfif009, total
output increased by 5.9% to 36,000 tons in 2009 b#kst result ever
since privatization, as the business successfubiyyaged to take
away market share from a number of competitors fwhiere badly
affected by the economic crisis. Robust product dehmafficiency
gains and the reversal of the steep fall in coppé@res led to a
strong EBITDA recovery from -€1.8m to €11.3m. Thifeeted the
bottom line where the business generated a prefiorb tax of
€1.6m compared to an €11.7m loss before tax thequre year. For
2010, management is budgeting sales of €187.2m, BRIDf
€12.6m, EBIT of €9.5m and a net profit before tax€dfé6m. The
Copper Processing business has continued to grow20it0,
production at EPH’s copper mill VBS increasing by4®6 year-on-
year to 8,512 tons during the first quarter. Taaports reached
7,688 tons in 1Q 2010, representing a 13.6% yearean increase,
while the domestic market recorded a 4.2% yearear-yncrease,
resulting in an overall sales increase of 12.4%.

Cable Production

Novkabel was acquired by EPH partly as a turnarqumagect and
partly due to its real estate potential over 20@009. EPH took
operational control in March 2009. 2009 was a \wdifficult year

for Novkabel which saw its output drop by 24%, nhaidue to the
economic recession which resulted in a collapsénfrastructure
spending, but also due to intense competition @enldical market.
Despite efforts by the new management to turn tmepainy around,
EBITDA came in at €-1.9m, down from €1.1m in 2008r 2010

management expects a moderate volume increas&Q@06 #ns and
an 18% increase in sales to €26m. Further persoasglicturing is
envisaged to downsize the headcount from 800 towdtith should
reduce labour costs by 11%. The new managementgaaim place
by EPH is hoping to achieve breakeven in 2010. dfmaents in
measuring equipment, installation cables and oflbeu cables,
which are planned for 2010, should improve the algsroduct
quality and cost competitiveness of Novkabel's picid as well
expand its product assortment and thus allow tinetpation of new
markets — especially in Russia and the CIS.

River Shipping

In 2009, the compounding effect of lower volumed wer freight
rates led to a 36% sales decline from €67.8m tal&d3Despite
several restructuring and cost saving measures Hey riew
management team, EBITDA came in at zero, down fran9ré in

$ neweuropecapital
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2008. For 2010, the management expects sales 09ri6dnd an
EBITDA of €6.5m.

Bakeries

EPH'’s Bakeries business line consists of a contigliitake in Klas
one of Serbia’s largest industrial bakers. As RC2rhade a direct
investment in this company, this investment is eesd separately

www.reconstructioncapital2.com

on page 7.

Albalact

Background

March 2010

Milling

Based on management accounts, EPH's milling opestio
(excluding the recently sold Mitsides Point AD) geated sales of
€11.4m during 2009, down from €27.9m in 2008, repn¢ing a
59.3% year-on-year decline, mainly as a result ofer wheat
prices. The EBITDA level was €1.6m in 2009, dowmir€3.5m in
2008.

-
"

ALBALACT

Albalact SA (“Albalact”) is a Romanian dairy produagioted on the RASDAQ section of the Bucharest Stathange in which RC2 has
acquired a 25.4% stake under its Private EquitygRamme. A local entrepreneur and his family own7%4&. with the remaining 27.9%
representing the free float. With Albalact’s markapitalization having slightly increased by 2.9%ewthe quarter, as of 31 March 2010 RC2’s
shareholding in Albalact had a market value of 8iwl.compared to €14.5m at the end of the previoastey.

Financial results

(EUR '000)
Income Statement
Sales Revenues

Other operating revenues
Total Operating Revenues
Total Operating Expenses

Operating Profit
Operating margin
EBITDA
EBITDA margin
Financial Profit/(Loss)
Profit before Tax
Income Tax
Profit after Tax
Net margin

Avg exchange rate (RON/EUR)

2008A*

51,741
2,496
54,236
(52,163)
2,074
3.8%
4,856
9.0%
(1,860)
214
(52)
162
0.3%
3.683

2009A**

53,330
1,557
54,887
(52,422)
2,465
4.5%
5,489
10.0%
(1,803)
662
(48)
614
1.1%
4.237

2010B

60,623
0
60,623
(57,179)
3,444
5.7%
6,688
11.0%
(670)
2,773
(458)
2,315
3.8%
4.200

14,462
218
14,680
668
1,022
7.0%
1,743
11.9%
(460)
562
(73)
489
3.3%

4.266

1Q09%*  1Q10%*

15,658
322
98B,
(15,053)
927
5.8%
1,722
10.8%
398
1,325
(204)
1,121
7.0%
64.11

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

Albalact has released its results for the year @ngie December
2009 and for the first quarter of 2010.

In 2009, Albalact registered an 18.1% growth in RON-
denominated sales, and a 3.1% increase in euramrdiogly, the
company outperformed the Romanian dairy sector, whias flat in
value terms at €1.1bn, according to a press staterng the
Romanian milk processors’ association.

In spite of a difficult trading environment, witkteil prices hit by a
fight for market share, the EBITDA margin also sawm a
improvement in 2009, mainly as a result of improwistribution
and logistics (a new Bucharest logistics centre imaggurated in
April 2009 to serve southern Romania) and the réiocaof
production to a new plant. Overall, the net proéitne in at €0.6m,
up from €0.2m in 2008.

The Company has continued to grow in the first guraof 2010,
with sales up 8% year-on-year in euro terms. Algtothe reported
operating margin was lower, this was due to a chlaimg the

Company’s accounting policy which resulted in apprately

€0.5m of additional expenses with key accountsgeaatrued in the
first quarter. In previous years, these expenses tweoked later on
in the year. The net profit for the quarter wasl€d,. more than
twice the level achieved in the same quarter of920@Iped by a
strengthening RON.

Operations

In 2009, Albalact processed approximately 63.3meditof milk,

13.1% more than in 2008. 94.6% of its raw matece from
dairy farms and individual producers, whilst 5.4%swcovered by
Albalact's own farm. The Company focused on incregsthe

proportion of raw milk it collects from dairy farmes opposed to
individual producers, in order to reduce collectioosts and to
improve its milk quality.

In March 2010, Mr. Raul Ciurtin, the President o€ tBoard of
Directors of Albalact, and a member of the famigttowns 46.7%
of its equity, replaced Traian Simion as the comfmiCEO. Mr

Ciurtin’s involvement has been critical to the Compan
development since his family acquired the busiressk in 1999
and transformed it from a small regional milk produto the largest
independent player on the Romanian dairy market.

Prospects

The Company’'s 2010 budget targets a 13.7% growtkaies to
€60.6m and a 21.8% increase in the EBITDA levelyltegy in an

improvement in the bottom line from €0.6m to €2.3Abalact

intends to focus on increasing both the volumed tmretail clients
and the number of retail clients it serves throaghmore efficient
sales and distribution network. Following the coatign in

November 2009 of its investment programme at Rathel cheese
producer acquired in October 2008), Albalact i© dtscussing on
increasing its sales of cheese products. These hasignificant
growth potential in a highly fragmented sub-segmeinthe dairy
market.

$ neweuropecapital
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Mamaia Resort Hotels

Background

www.reconstructioncapital2.com
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GOLDEN TuULIP

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.

Financial results

(EUR '000) 2008A* 2009*
Income Statement
Sales Revenues 1,643 1,489 16 41
Other operating revenues 144 78 3 0
Total Operating Revenues 1,787 1,567 19 41
Total Operating Expenses (2,113) (2,103) (305) (268)
Operating Profit (326) (536) (286) (226)
Operating margin neg. neg. neg. neg.
EBITDA (109) (306) (250)  (178)
EBITDA margin neg. neg. neg. neg.
Financial Profit/(Loss) (155) (62) 3) (20)
Profit before Tax (481) (598) (290) (246)
Income Tax 0 ) - -
Profit after Tax (481) (600) (290) (246)
Net margin neg. neg. neg. neg.
Avg exchange rate (RON/EUR) 3.683 4.237 4.266 4.116

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

The Company has focussed on cutting costs duringptheseason
by reducing both the number of employees and thel lef wages,
resulting in a decrease in its monthly staff cdisisn an average of
€75,000 during the high season to €15,000 in tiewimonths. In
order to cut the cost of utilities, only 15% of thmoms are kept
open during the low season. These measures caetlitio the
EBITDA loss over the first quarter falling by almasthird.

Top Factoring

Background

Operations

Construction works at the conference centre whielted at the
end of December 2009 were finalized at the end 2010,
when the centre hosted its first event. The conferecentre has a
capacity to seat over 400 persons in 6 separatedmkad out over
approximately 1,200 sqm; a dedicated area for edffeeaks and
meals (both inside and on a large open-air terfacieg the sea);
and an on-site bar and lounge area. All spacesquped with
modern multimedia equipment. The building andrgtiout of the
conference centre was financed by a €1.6m loan.

Based on firm bookings received to date, the avemagepancy
rate over the extended summer season (May-Septeniber
expected to be 55%, slightly better than the 52Btesed in 2009.

Prospects

With the help of the revenues generated by theecente centre,
the Company aims to break even in terms of cashrggoe in

2010. So far, the Hotel has already received inidiedookings for
conference events which should generate €0.5m ientes
(including accommodation and F&B) in 2010. Accordinghe

conference centre represents the main growth dfarethe Hotel

in the low season.

x4
Fropaciong

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 dehtiisition part of the business is now being uiatten by an SPV owned by RC2
(Glasro Holdings Ltd) which sub-contracts the datitection process to Top Factoring.

Financial results

(EUR '000) 2008A*  2009A**
Income Statement
Total Operating Revenues 1,205 1,587 297 929
Debt portfolios 993 1,064 203 648
Agency contracts 212 523 95 281
B2C 139 370 77 214
B2B 73 153 17 67
Amortization of debt portfolios (774) (388) (95) (124)
Total Operating Expenses (1,883) (1,490) (319) (552)
Operating Profit (678) 97 (21) 377
EBITDA (641) 132 (12) 388
EBITDA margin neg. 8.3% neg. 41.7%
Financial Profit/(Loss) (15) 5) (0) 1
Profit before Tax (693) 92 (21) 378
Income Tax 0 0) - -
Profit after Tax (693) 91 (21) 378
Net margin neg. 5.8% neg. 40.7%
Avg exchange rate (RON/EUR) 3.683 4.237 4.266 4.116

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

The results presented above are the combined ascadnTop
Factoring and Glasro Holdings Limited (together thEop
Factoring Group”).

The Top Factoring Group moved into profit in 2008dawas
strongly profitable in the first quarter of 2010ufihg the quarter,
collection from the four debt packages acquirednfrdodafone
amounted to €0.6m, of which 77% was generated bylaht two
portfolios which were acquired in July and Deceml2809,

respectively. The first two portfolios acquired recember 2006
and December 2007 continued to generate incomeparfdrmed
above budget: the combined collections amounteéilf0,000 in
1Q10 compared to €200,000 in 1Q09. Agency contrgeterated
€281,000 of revenues in the first quarter of 204i@nificantly

above the €95,000 achieved during the same quarg909.

Operations

Top Factoring has started to develop a field ctbbacnetwork as
an additional collection tool. At the end of Mardhe network
comprised 18 field collectors, covering almost h#lé country.
The plan is to build up the network to a target7af collectors
covering the entire country over the first nine tignof 2010. The
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field collection network is particularly useful ftlne debt purchase
side of the business (which generally involves pssing lower

quality receivables), but is also a sales tool wmegotiating

agency contracts. The field collection departmenexpected to
generate profits from its first year of operations.

Prospects

Considering the ongoing fragile economic outlookhvwdompanies
looking for ways to increase the liquidity of thdialance sheets,
Top Factoring expects an increasing number of dppiies to
acquire debt portfolios in 2010.

Klas

Background

On 12 March 2010, RC2 acquired a 11.1% stake in Bi@® ("Klas"), the holding company for EPH’s Bakerimssiness, for a consideration of
€2.7m. Klas is the parent of Belgrade-based Beogeadskarska industrija ("BPI") and owns minority s®kn two other regional bakeries in
central and southern Serbia, Izvor Paracin AD aitmpgk Nis AD. Klas is the market leader in Senbith an approximate market share of 20%

in Belgrade alone. Klas' retail network in the Bettgrarea comprises c. 50 shops.

Financial results

(EUR '000) 2008A 20094
Income Statement
Sales Revenues 29,307 26,022 6,277 5,978
Other operating revenues 115 853 39 151
Total Operating Revenues 29,423 26,875 6,316 6,129
Total Operating Expenses 27,400 25,643 5,993 6,243
Operating Profit 2,022 1,233 323 (115)
Operating margin 6.9% 4.6% 5.1% -1.9%
EBITDA 3,830 2,852 720 301
EBITDA margin 13.0% 10.6% 11.4% 4.9%
Financial Profit/(Loss) (211) (297) (%)) ®3)
Profit before Tax 1,811 935 276 (118)
Income Tax (179) 27) (31) (21)
Profit after Tax 1,632 909 246 (139)
Net margin 5.5% 3.4% 3.9% -2.3%

Note: Consolidated financial results excluding asates Izvor AD Paracin and Zitopek AD Nis
* management accounts

Despite a 5.3% increase in revenues in local cayrdarms in

2009, Klas posted an 8.7% decline in euro-denomihatvenues,
from €29.4m to €26.9m. The decline was mostly driby local

currency depreciation, which fell by 13.3% comparedhe 2008
average exchange rate.

The EBITDA fell by 25.6% in EUR-terms, from €3.8m 2008 to
€2.8m in 2009. The main reason for the EBITDA faths the
21.3% increase in other expenses, most notablyalreatd
marketing expenses due to the opening of new stor2309.

Romar

Background

Operations

Pursuant to an international search, a new CEO wpsi@ted in
February 2010 who was previouslythe deputy geneeiager at
United Bakeries, the largest industrial bakery grauphe Czech
Republic, Slovakia and Hungary.

Over the first quarter of 2010, despite an 18.2&6dase in output
from 9,010 tons to 10,650 tons, sales came in a@ng6slightly

below the €6.3m achieved over the same periodeat. The
EBITDA level decreased by 58.1% year-on-year from7€0to

€0.3m. The main reason for the EBITDA decline wagelobread

prices on the domestic market.

Prospects

Under the leadership of the new CEO, managementirieraly
preparing a restructuring plan to be presentedi¢okiias board in
July. This will propose staff reductions as wellths outsourcing
of logistics. However, it will also address the doterm plan to
relocate all Belgrade production to a new locatibeyeby freeing
up the current production facility in downtown Belde.

H

RC2 owns a 40% shareholding in the Romar Group (“R9maith the company’s founder (the “Founder”) owgithe balance of 60%. In late
2008, RC2 and the Founder put the company up forlsalmeans of an organised sale process but wetdeutm sell the business. RC2 is

currently analysing all its options for this invesnt.

Financial results

(EUR '000) 2007A* 2008A** 2009A**
Combined Income Statement
Total Operating Revenues 7,789 7,597 6,342
Total Operating Expenses (7,431) (7,828) 6,458
Operating Profit 358 (231) (116)
Operating margin 4.6% neg. neg.
EBITDA 733 93 249
EBITDA margin 9.4% neg. 3.9%
Financial Profit/(Loss) (93) (79) (227)
Earnings before Tax 265 (310) (343)
Income Tax 77) - -
Earnings after Tax 187 (310) (343)
Net margin 2.4% neg. neg.
Avg exchange rate (RON/EUR) 3.337 3.683 4.237

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

The 2009 combined results of Romar Group’s six dpeya
companies indicate sales of €6.3m, down 16.5% @aarear in
euro terms.

In spite of an overall difficult economic environnte Romar’s
profitability improved, with the EBITDA margin incasing from
1.2% in 2008 to 3.9% in 2009. The 2009 loss washanged at
€0.3m.
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RC2 owns a 1.8% shareholding in the company whichrab@e the Bulgarian Stock Exchange (BSE). These share not traded on an
organized market and are valued at cost (€0.5nR®%. The BSE is 44% owned by the Bulgarian state, 3d4#%ed by Bulgarian brokerage
firms and commercial banks, and the balance is dvayea combination of institutions and private induals.

Financial results

(EUR '000) 2007* 2008* 2009
Income statement
Revenues 4,886 2,359 1,314
Total Operating Expenses (2,057) (2,271) (1,549)
Operating Profit 2,828 88 (235)
Operating margin 57.9% 3.7% neg.
EBITDA 2,993 301 9)
EBITDA margin 61.3% 12.7% neg.
Financial Profit/(Loss) 156 222 187
Earnings before tax 2,984 310 (49)
Income tax (300) (32) 5
Earnings after tax 2,685 279 (43)
Net margin 54.9% 11.8% neg.
Avg exchange rate (BGN/EUR) 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

Overview
RO as of: BG as of: SRB as of]
GDP Growth (y-0-y) -25% 3M10 -4.0% 3M10 2.9% FY09
Inflation (y-0-y) 42% 3M10 1.3% 3M10 4.7% 3M10
Ind. prod. growth (y-o0-y) -0.4% Feb-10 1.7% Mar-10 2.8% aMO
Trade deficit (EUR bn) 1.0 2M™m10 0.3 2M10 1.2 3M10
y-0-y -34.0% -55.2% -12.5%
FDI (EUR bn) 0.5 2M10 0.0 2M10 0.3 3M10
y-0-y change -64.9% -95.0% -55.9%
Total external debt/GDP 63.0% Feb-10 107.3% Feb-10 74.7% Mar-10
Reserves to short-term debt 203.5% Feb-10 99.3% Feb-10 461.5% Feb-10
Loans-to-deposits 119.3% Mar-10 109.8% Mar-10 119.7% -Mar
Public sector debt-to-GDP 28.7% Mar-10 14.8% Feb-10 %1.5 Mar-10
Commentary
Romania

An IMF mission visited Romania at the beginning ciyMo assess
the evolution of the economy. The main issue dsedsvas the
need to decrease the budget deficit as the fisgdbak is still

Sep-09 Dec-09 Mar-10

The unaudited results for 2009 show a 44% yearear-yall in
sales from €2.4m to €1.3m, and a loss of €43,000peoed to a
profit of €310,000 in 2008, mainly due to much loveetivity on
the Bulgarian stock market.

Commentary

During the first quarter, the Romanian market (BETRGU
increased by 30.8% in euros, whilst the SOFIX and.-B&15
indices lost 1.4% and 0.5% respectively.

By comparison, the MSCI Emerging Market index anel KhSCI
Emerging Market Eastern Europe index were up by68and
12.7% respectively, whilst the FTSE100 and S&Pdesliincreased
by 4.5% and 11.1%, all in euro terms.

fragile, with the budget deficit coming in at €2lom,1.5% of GDP,
over the first quarter. Following talks with the BVithe Romanian
Government announced its decision to cut publitosesages by
25%, and pensions and unemployment benefits by T%#.2010
budget provides for a fiscal deficit of 5.9% of GDFhe IMF will
disburse the next tranche (€0.9bn) of its €13bm loaly after the
government applies these drastic cost-cutting nreasu

In 1Q10, Romanian GDP fell by 2.5% year-on-yearhtfite IMF
revising its growth forecast for the year downwafidsn 0.8% to
0.5%.

Inflation has continued to fall: the CPI was up 4.g8ar-on-year in
March 2010, down from 4.7% at the end of 2009. &ltgph the
labour market is still weak, with the unemploymeate at 8.3% at
the end of February (up from 8.1% in January), stdal
production showed signs of improvement with a 4.8#nth-on-
month increase in February.
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Romania’s January-February 2010 current accountcitiefras
€0.8bn, up 64.3% year-on-year, mainly influenced &¥%8.5%
year-on-year decrease in current transfers (frobm&b €0.3bn).
FDI flows, which stood at €0.5bn (-64.9% year-otyecovered
only 61.8% of the current account deficit. Over g@me period,
the trade deficit fell by 34% to €1.0bn, with exjsoincreasing by
21.8%, while imports inched up by 6.2%.

Over the quarter, the Romanian leu gained 3.3% agtte euro
on the grounds of improved political stability, @ating real
interest rates and the resumption of the IMF pagkéy February,
the IMF disbursed the third and fourth tranchesc@mbined
€2.5bn) of the €13bn support loan which was apmtaweMarch
2009. The next tranche of €0.9bn will be entirdlpaated to the
National Bank’s reserves.

Romania’s total external debt position stood at 882.at the end
of February 2010, or 63% of estimated 2010 GDP.liewdebt

amounted to €36.8bn at the end of March 2010 (of%8&f GDP),

a 12.3% year-to-date increase. The Romanian stateessfully

issued €1bn of eurobonds at the beginning of M&@hO. The
bonds have a maturity of five years and were priaea 5.17%
yield. The issue was 4.5 times oversubscribed. N&gonal Bank
of Romania’s foreign reserves (excluding gold) wés2bn at the
end of March. Short-term external debt was €14 &bthe end of
February, resulting in an attractive reserves-tristerm-debt ratio
of 203.5%.

The economic recovery is still fragile, with totdbmestic non-
governmental credit (which excludes loans to firanostitutions)
increasing slightly from €47.3bn at the end of 280%48.7bn at
the end of March 2010. Bad loans amounted to 5.2%taf loans
at the end of March, a 34% year-to-date increabe. Romanian
banking system'’s total loans-to-deposits ratio aasind 119% at
the end of the first quarter.

Bulgaria

The recession deepened in Bulgaria, with 1Q10 GDiRdaby 4%
year-on-year. However, industrial production ineezh by 1.7%
year-on-year in March, mainly triggered by a 6.3&aryon-year
increase in the manufacturing sector.

Bulgaria's CPI was up 1.3% year-on-year in Marchhbighan the
0.9% recorded the previous month. The increase masly
triggered by price increases for tobacco and fuel 26.4% and
21% year-on-year, respectively). However, domestemand
remains low with the labour market continuing to thén. The
unemployment rate stood at 10.1% at the end of Maup from
6.7% a year before, and up from 9.1% in Decemb@820

Bulgaria’s January-February 2010 current accounicitlefvas
€0.2bn, or 0.5% of GDP, an 82% year-on-year faleiOthe
period, FDI inflows were a derisory €28m, represgnt 95% fall
compared to the previous year. FDI inflows coveoaty 18% of
the current account deficit. The IMF sees the eaurr@ccount
deficit at 6.3% of GDP in 2010, down from almos6%. in 2009.
The trade deficit, which came in at €0.3bn in Jaywkebruary
2010, fell by 55.2% year-on-year. Since about 1dBugaria’s
exports go to Greece, the Greek economic crisiddchave an
impact on Bulgaria’'s economic growth.

The 2009 budget deficit came in at 3.9% of GDPnificantly
higher than the initially announced 1.9%. The 2Qficit is
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expected to be around 3% of GDP. Bulgaria regidteréoudget
deficit of €0.7bn in the first two months of 201dr, 2% of GDP.
While fiscal deficits are problematic for all econies, the situation
in Bulgaria is worsened by the fact that these imhets could
affect the stability of the currency board reginiterefore, the
Bulgarian government is focussing on cost cuttirggwell as lower
state spending on investments.

Out of a total external debt position of €37bn (BOZ of GDP) at
the end of February 2010, only 11.5% was attridetadothe public
sector. The country’s reserves-to-short-term-datib rwas 99.3%
at the end of February.

The Bulgarian banking system had a total loans-fipslié ratio of
approximately 110% at the end of March. While tepakit base
has increased from €22.1bn to €22.8bn year-to-datal loans
decreased from €25.2bn to €25.0bn over the samedp@verdue
loans amounted to 7.8% of all loans to non-findnaistitutions at
the end of March, up from 6.4% at the end of 2009.

Serbia

According to consensus estimates (the National Bét8erbia, the
Economist Intelligence Unit (“EIU”) and Raiffeisen $&arch), real
GDP contracted by 2.9% year-on-year in 2009. Téseasents the
lowest year-on-year GDP decline across the regigith the
exception of Poland (+1.7%) and Albania (+4.0%).aW/growth
of around 1% is expected in 2010, followed by éhkigrebound in
2011, in line with a stronger pick-up in Westerrr@ne, as 55% of
Serbia’s exports go to the EU.

Industrial production continued its gradual upwéehd (+ 2.8%)
over the first three months of the year, compaoeiti¢ same period
last year. In January alone, the increase was 3/6&t-on-year.
This was driven by a slight pick-up in foreign demafor basic

metal products. However, local demand remains weak,

undermining a sustainable growth in production.

As at March, the CPI increased by 4.7% year-on-y&iinough it
remained under the target range for March (5.5%5%9, the
possible lagging effect of the dinar’'s depreciatimpupled with
food price increases might drive inflation upwardfie CPI is
expected to reach 6% in 2010 and 5% in 2011.

The Serbian dinar has lost ground against the elepreciating
from 95.89 to 99.76 during the first quarter of @01The
depreciation can be attributed to a number of cguseparticular
the low level of private capital inflows, the gradueasing of
monetary policy, and a decrease in the dinar'sesbhfthe banking
sector’'s mandatory reserves.

The current account deficit reached €0.7bn in Marepresenting
a 25.9% year-on-year fall. The main driver was 3t8% year-on-
year decrease in imports, coupled with a 9.8% wypeayear
increase in exports.

In March, the National Bank of Serbia (NBS) decidedetse
monetary policy further, by lowering the key int&reate twice by
a total of 100 bps. The two cuts decreased theemde rate from
9.5% to 8.5%, its historical low. Furthermore, tBS’s Monetary
Board passed a new decision reducing the banks’ ataryd
reserves from 10% to 5% in local currency, and fetBfo to 25%
in foreign currencies, further easing monetaryqpoli

$ neweuropecapital



Reconstruction Capital Il www.reconstructioncapital2.com March 2010

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 (“RC2Ff 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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