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The Bear Stearns Companies Inc.

$38,500,000 Medium-Term Notes,
Linked to the Performance of the U.S. Adagio Strategy Index
Due October 14, 2011

�
The Notes are fully principal protected if held to maturity. When we refer to Notes in this pricing supplement, we mean Notes with a
principal amount of $1,000. At maturity you will receive 100% of the principal amount of each of your Notes.

�
Annual coupons, if any, on the Notes are based on the performance of the U.S. Adagio Strategy Index (the "Index"). The Index
replicates a strategy based on the relative weighting of the three U.S. asset classes (equities, real estate and investment-grade debt
securities) that are represented by the S&P 500® Index, the iShares® Dow Jones U.S. Real Estate Index Fund and the iShares®
Lehman Aggregate Bond Fund (collectively, the "Components").

�
The relative weighting of each Component in the Index is rebalanced on a monthly basis. The percentage weightings of the Real Estate
Component and the Equity Component in a given month are determined by a formula which utilizes the monthly returns of the Real
Estate Component and the Equity Component for each of the trailing 12 months subject to a minimum weighting of 0% and a
maximum weighting of 50% each. The Bond Component is the residual Component. Its weighting is the percentage, if any, required to
make the sum of all Components equal 100%.

�
The Notes will pay a coupon, if any, on the third business day following October 10 of each year (or if October 10 is not a trading day,
the following trading day) commencing October 15, 2007 up to and including maturity.

�
On each coupon payment date you will receive $1,000 multiplied by the percentage increase, if any, of the Index relative to the Initial
Index Level minus the sum of the amounts of all previously paid coupons. If this calculation results in an amount less than or equal to
zero, there will be no coupon payment for that year.

�
The CUSIP number for the Notes is 073928R62.

        INVESTMENT IN THE NOTES INVOLVES CERTAIN RISKS. THERE MAY NOT BE AN ACTIVE SECONDARY MARKET IN
THE NOTES, AND IF THERE WERE TO BE AN ACTIVE SECONDARY MARKET, IT MAY NOT BE LIQUID. YOU SHOULD REFER
TO "RISK FACTORS" BEGINNING ON PAGE PS-12.

        The U.S. Adagio Index is the exclusive property of Bear Stearns International Limited, one of our affiliates, which has contracted with
Standard & Poor's, a division of the McGraw-Hill Companies ("S&P", or the "Strategy Sponsor"), to maintain and calculate the Index. The
Equity Component is a service mark or trademark of S&P and, if required, has been licensed for use by The Bear Stearns Companies Inc. S&P
shall have no liability for any errors or omissions in calculating the Index or the Equity Component. The Notes are not sponsored, endorsed, sold
or promoted by S&P; and S&P makes no representations regarding the advisability of investing in the Notes.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the Notes or
determined that this pricing supplement, or the accompanying prospectus supplement and prospectus, is truthful or complete. Any
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representation to the contrary is a criminal offense.

Per Note Total

Initial public offering price1 100.00%2 $38,500,000
Agent's discount 3.1455% $1,211,000
Proceeds, before expenses, to us 96.8545% $37,289,000

1  Investors who purchase an aggregate amount of at least $1,000,000 of Notes will be entitled to purchase such Notes for 99.00% of the
principal amount.

2  Any additional reissuances will be offered at a price to be determined at the time of pricing of each offering of Notes, which price will be a
function of the prevailing market conditions and level of the Index at the time of the relevant sale.

        We may grant Bear, Stearns & Co. Inc. a 30-day option from the date of this pricing supplement to purchase from us up to an additional
$5,775,000 of Notes at the public offering price to cover any over-allotments. We expect that the Notes will be ready for delivery in book-entry
form only through the book-entry facilities of The Depository Trust Company in New York, New York, on or about October 13, 2006, against
payment in immediately available funds. The distribution of the Notes will conform to the requirements set forth in Rule 2720 of the Conduct
Rules of the National Association of Securities Dealers, Inc.

Bear, Stearns & Co. Inc.
October 10, 2006
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SUMMARY

This summary highlights selected information from the accompanying prospectus and prospectus supplement and this pricing supplement
to help you understand the Notes linked to the Index. You should carefully read this entire pricing supplement and the accompanying prospectus
supplement and prospectus to fully understand the terms of the Notes, as well as certain tax and other considerations that are important to you
in making a decision about whether to invest in the Notes. You should carefully review the section "Risk Factors" in this pricing supplement and
"Risk Factors" in the accompanying prospectus supplement which highlight a number of significant risks, to determine whether an investment in
the Notes is appropriate for you. All of the information set forth below is qualified in its entirety by the more detailed explanation set forth
elsewhere in this pricing supplement and the accompanying prospectus supplement and prospectus. If information in this pricing supplement is
inconsistent with the prospectus or prospectus supplement, this pricing supplement will supersede those documents. In this pricing supplement,
the terms "Company," "we," "us" and "our" refer only to The Bear Stearns Companies Inc. excluding its consolidated subsidiaries.

        The Bear Stearns Companies Inc. Medium-Term Notes, Series B, Linked to the Performance of the U.S. Adagio Strategy Index, Due
October 14, 2011 (the "Notes") are Notes with an annual coupon tied or "linked" to the potential positive performance of the U.S. Adagio
Strategy Index (the "Index"). The Index replicates a strategy that selects dynamically from three U.S. asset classes (equities, real estate and
investment-grade debt securities) according to the previous 12 monthly returns of the S&P 500® Index, the iShares® Dow Jones U.S. Real
Estate Index Fund and the iShares® Lehman Aggregate Bond Fund. When we refer to Note or Notes in this pricing supplement, we mean
$1,000 principal amount of Notes. The Notes are principal protected if held to maturity. On the Maturity Date, you will receive 100% of the
principal amount of each of your Notes.

        The Notes will pay a coupon, if any, on the third business day following October 10 of each year (or if October 10 is not a trading day, the
following trading day) commencing October 15, 2007. The final Coupon Payment Date is the same day as the Maturity Date. For each Note you
hold, on each Coupon Payment Date you will receive an amount equal to $1,000 multiplied by the percentage increase, if any, of the Index Level
relative to the Initial Index Level minus the sum of the amounts of all previously paid coupons. If, as of any Calculation Date, this calculation
results in an amount less than or equal to zero, there will be no coupon payment for that year.

Selected Investment Considerations

�
Principal protection�Because the Notes are principal protected if held to maturity, in no event will you receive less than
$1,000 per Note at maturity.

�
Annual Coupon�Coupon payments depend on the performance of the Index relative to the Initial Index Level. Whether a
coupon is paid on a given Coupon Payment Date is based on (i) the gains, if any, made in the Index Level since the Initial
Calculation Date and (ii) the sum of all previously paid coupons. Each annual coupon cannot be less than zero.

�
Diversification�The Index is dynamically weighted and comprised of the following three components: (1) the S&P 500®
Index; (2) the iShares® Dow Jones U.S. Real Estate Index Fund; and (3) the iShares® Lehman Aggregate Bond Fund, each
as further described herein. Therefore, the Notes may allow you to diversify an existing portfolio or investment.

�
Minimum investment�The minimum purchase is $1,000, with increments of $1,000 thereafter.

�
Taxes�For U.S. federal income tax purposes, we intend to treat the Notes as contingent payment debt instruments. As a result,
you will be required to include original issue discount ("OID") in income during your ownership of the Notes based on the
comparable yield of the Notes, subject to adjustments based on the actual coupon payments made on the Notes.
Additionally, you will generally be required to recognize ordinary income on the gain, if any,
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realized on a sale, upon maturity, or other disposition of the Notes. You should review the discussion under the section
entitled "Certain U.S. Federal Income Tax Considerations" in this pricing supplement.

Selected Risk Considerations

�
The level of the Index cannot be predicted�We and our affiliates developed the Index. Neither the Notes nor the Index have a
trading history. The future performance of the Index is impossible to predict and, therefore, no future performance of the
Notes or the Index may be inferred from any of the historical simulations or any other information set forth herein. Because
it is impossible to predict the Index, the Notes could, in some situations make no coupon payment, or a coupon payment that
is less then prevailing interest rates.

�
Not exchange-listed�The Notes will not be listed on any securities exchange, and we do not expect a trading market to
develop, which may affect the price that you receive for your Notes upon any sale prior to maturity.

�
Liquidity�If a trading market were to develop in the Notes, it may not be liquid. Our subsidiary, Bear, Stearns & Co. Inc. has
advised us that they intend under ordinary market conditions to indicate prices for the Notes on request. However, we cannot
guarantee that bids for outstanding Notes will be made and we cannot predict the price at which any such bids will be made.

�
Possible loss of value in the secondary market�Your principal investment in the Notes is protected only if you hold your
Notes to maturity. If you sell your Notes prior to maturity, you may receive less than the amount you originally invested.

�
Yield�The receipt of any coupon depends on any upward performance of the Index relative to past Calculation Dates. The
level of the Index cannot be predicted, therefore the yield on the Notes may be less than the overall return you would earn if
you purchased a conventional debt security at the same time and with the same maturity. If there is no upward movement of
the Index, you will receive no coupon.
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Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

4



KEY TERMS

Issuer: The Bear Stearns Companies Inc.

Index: The U.S. Adagio Strategy Index (the "Index") is published by the Strategy Sponsor or its
designee and displayed on Bloomberg Financial Service (under the symbol ADAGUS
<Index>).

The Index replicates a strategy based on the relative weightings of the three U.S. asset
classes (equities, real estate and government bonds) that are represented by the
Components. The relative weighting of each Component in the Index is rebalanced on a
monthly basis. The percentage weightings of the Real Estate Component and the Equity
Component in a given month are determined by a formula which utilizes the monthly
returns of the Real Estate Component and the Equity Component for each of the trailing
12 months. The percentage weightings of the Real Estate Component and the Equity
Component are each subject to a minimum weighting of 0% and a maximum weighting
of 50% each. The Bond Component is the residual Component. Its weighting is the
percentage, if any, required to make the sum of all Component weightings equal 100%.

Face amount: The Notes will be denominated in U.S. dollars. Each Note will be issued in minimum
denominations of $1,000 with amounts in excess thereof in integral multiples of $1,000;
provided, however, that the minimum purchase for any purchaser domiciled in a Member
state of the European Economic Area shall be $100,000. The aggregate principal amount
of the Notes being offered is $38,500,000. When we refer to Note or Notes in this pricing
supplement, we mean Notes with a principal amount of $1,000.

Further Issuances: Under certain limited circumstances, and at our sole discretion, we may offer further
issuances of the Notes. These further issuances, if any, will be consolidated to form a
single series with the Notes and will have the same CUSIP number and will trade
interchangeably with the Notes immediately upon settlement.

Strategy Sponsor: Standard & Poor's, a division of the McGraw-Hill Companies ("S&P")

Coupon: The Notes will pay a coupon, if any, on the third business day following October 10 of
each year (or if October 10 is not a trading day, the following trading day) commencing
October 15, 2007 (each a "Coupon Payment Date"). The final Coupon Payment Date is
the same day as the Maturity Date. For each Note you hold, on each Coupon Payment
Date you will receive $1,000 multiplied by the percentage, if any, increase of the Index
Level as of the applicable Calculation Date relative to its Initial Index Level minus the
sum of the amounts of all previously paid coupons. If, as of any Calculation Date, this
calculation results in an amount less than or equal to zero, there will be no coupon
payment for that year.
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Index Level: As of any date of determination, the closing level of the Index for such date as
determined by the Strategy Sponsor or its designee and displayed on Bloomberg
Financial Service (under the symbol ADAGUS <Index>).

The Index Level will be calculated on each day the Closing Level of the Equity
Component is published by its Component Sponsor and the Closing Level of each of the
Real Estate Component and the Bond Component is available on its respective primary
exchanges. The Index Level will equal the sum of (a) the Index Level last published and
(b) the product of (x) the Index Level last published multiplied by (y) the sum of the
product of (i) the daily percentage change in the Closing Level of each Component
multiplied by (ii) its respective Component weighting in the Index as of such date. In
addition, the Index Level will be adjusted downwards by a monthly amount equal to
0.225% applied pro rata on a daily basis, as described in "Description of the Notes�Index
Level."

Closing Level: With respect to the Equity Component, as of any date of determination, the official
closing level as published by its Component Sponsor; with respect to the Real Estate
Component, as of any date of determination, the official closing price on its primary
exchange as reported in the official price determination mechanism for such primary
exchange; and with respect to the Bond Component, as of any date of determination, the
sum of (i) the official closing price on its primary exchange as reported in the official
price determination mechanism for such primary exchange plus (ii) the reinvestment of
any distributions or dividends received in respect of such investment. With respect to any
other security on any date, Closing Level means the last reported sales price regular way
on such date or, if no such reported sale takes place on such date, the average of the
reported closing bid and asked price regular way on such date, in either case on the
primary organized exchange or trading system on which such security is then listed or
admitted to trading.

Initial Calculation Date: October 10, 2006

Initial Index Level: The Index Level, as determined by the Strategy Sponsor on the Initial Calculation Date.

Calculation Date: October 10 of each year (or if October 10 is not a trading day, the following trading day)
commencing on the Initial Calculation Date.

PS-5

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

6



Maturity Date: The Notes will mature on October 14, 2011.

Exchange listing: The Notes will not be listed on any securities exchange.

Components: � The S&P 500® Index (the "Equity Component") (Bloomberg Ticker: SPX
<Index>):

� Standard and Poor's 500 Index is a capitalization-weighted index of 500
stocks. The index is designed to measure the performance of the broad
domestic U.S. economy through changes in the aggregate market value of 500
stocks representing all major industries.

� The iShares® Dow Jones U.S. Real Estate Index Fund (the "Real Estate
Component") (Bloomberg Ticker: IYR <Index>):

� iShares® Dow Jones U.S. Real Estate Index Fund is an exchange-traded fund
of the iShares Trust, a Delaware statutory trust. The fund's objective is to
achieve investment results that correspond generally to the price and yield
performance, before fees and expenses, of the Dow Jones U.S. Real Estate
Index. The fund is traded on the New York Stock Exchange.

� The iShares® Lehman Aggregate Bond Fund (the "Bond Component") (Bloomberg
Ticker: AGG US <Equity>):

� iShares® Lehman Aggregate Bond Fund is an exchange-traded fund of the
iShares Trust, a Delaware statutory trust. The fund's objective is to achieve
investment results that correspond generally to the price and yield
performance, before fees and expenses, of the total United States investment
grade bond market as defined by the Lehman Brothers U.S. Aggregate Index.
The fund is traded on the American Stock Exchange.

Component Sponsor: The Component Sponsor for each Component is as indicated below:

With respect to the S&P 500® Index, Standard & Poor's, a division of the McGraw-Hill
Companies.

With respect to the iShares® Dow Jones U.S. Real Estate Index Fund, Barclays Global
Fund Advisors.

With respect to iShares® Lehman Aggregate Bond Fund, Barclays Global Fund
Advisors.

Calculation Agent: Bear, Stearns & Co. Inc. All determinations made by the Calculation Agent will be at the
sole discretion of the Calculation Agent and will be conclusive for all purposes and
binding on us and the beneficial owners of the Notes, absent manifest error.
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Offers and sales of the Notes are subject to restrictions in certain jurisdictions. The distribution of this pricing supplement, the
accompanying prospectus supplement and prospectus and the offer or sale of the Notes in certain other jurisdictions may be restricted
by law. Persons who come into possession of this pricing supplement, and the accompanying prospectus supplement and prospectus or
any Notes must inform themselves about and observe any applicable restrictions on the distribution of this pricing supplement, the
accompanying prospectus supplement and prospectus and the offer and sale of the Notes. Notwithstanding the minimum denomination
of $1,000, the minimum purchase for any purchaser domiciled in a member state of the European Economic Area shall be $100,000.

QUESTIONS AND ANSWERS

What are the Notes?

        The Notes are a series of our senior debt securities that are principal protected if held to maturity. See the section "Risk Factors."

        The Notes will mature on the Maturity Date. The Notes do not provide for earlier redemption. When we refer to Notes in this pricing
supplement, we mean Notes with a principal amount of $1,000. You should refer to the section "Description of the Notes."

Are the Notes equity or debt securities?

        The Notes are our unsecured debt securities. The Notes are principal protected if held to maturity. However, the Notes differ from
traditional debt securities in that the Notes offer the opportunity to participate in any percentage increase of the Index Level relative to its level
as of the Initial Calculation Date.

Will I receive interest on the Notes?

        For each Note you hold, on each Coupon Payment Date you will receive $1,000 multiplied by the percentage increase, if any, of the Index
Level as of the applicable Calculation Date relative to the Initial Index Level minus the sum of the amounts of all previously paid coupons. If, as
of any Calculation Date, this calculation results in an amount less than or equal to zero, we will not pay an annual coupon for that year.

        For more specific information about the coupon, you should refer to "Description of the Notes."

What does "principal protected" mean and what will I receive at maturity of the Notes?

        "Principal protected" means that at maturity your principal investment in the Notes will not be at risk as a result of a decrease in the Index
Level. You may receive less than the principal amount of the Notes if you sell your Notes prior to maturity.

What is the Index and who publishes it?

        The Strategy Sponsor, S&P, computes and publishes the Index. The Index is the exclusive property of Bear Stearns International Limited,
one of our affiliates, which has contracted with the Strategy Sponsor to maintain and calculate the Index. The Strategy Sponsor shall have no
liability for any errors or omissions in calculating the Index. The Notes, which are linked to the performance of the Index, are not sponsored,
endorsed, sold or promoted by the Strategy Sponsor; and the Strategy Sponsor makes no representations regarding the advisability of investing
in the Notes.

        The Index replicates a strategy based on the relative weighting of the three U.S. asset classes (equities, real estate and investment-grade
debt securities) that are represented by the Components. The relative weighting of each Component in the Index is rebalanced on a monthly
basis. The
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percentage weightings of the Real Estate Component and the Equity Component in a given month are determined by a formula which utilizes the
monthly returns of the Real Estate Component and the Equity Component for each of the trailing 12 months. The percentage weightings of the
Real Estate Component and the Equity Component are each subject to a minimum weighting of 0% and a maximum weighting of 50% each. The
Bond Component is the residual Component. Its weighting is the percentage, if any, required to make the sum of all Component weightings
equal 100%.

        The Index Level will be adjusted downwards by a monthly amount equal to 0.225% applied pro rata on a daily basis.

        For more specific information about the Index, please see the sections "Description of the Notes" and "Hypothetical Historical Performance
Data."

Who publishes information regarding the Components and where can I obtain further information?

        Unless otherwise stated, all information regarding the Components that is provided in this pricing supplement is derived from the
Component Sponsors or other publicly available sources.

        S&P 500® Index.    The S&P 500® Index is a free-float weighted stock index published by Standard & Poor's and is intended to track the
price movements of the common stocks comprising the S&P 500® Index. As of September 14, 2006, the common stocks of 424 companies, or
84.87% of the market capitalization of the S&P 500® Index, were traded on the New York Stock Exchange and the common stocks of 76
companies, or 15.2% of the market capitalization of the S&P 500® Index, were traded on The Nasdaq Stock Market. The S&P 500® Index is
quoted in U.S. dollars. You can obtain the level of the S&P 500® Index from the Bloomberg Financial Service under the symbol SPX <Index>
or from the S&P website at http://www.spglobal.com.

iShares® Dow Jones U.S. Real Estate Index Fund.    The objective of the iShares® Dow Jones U.S. Real Estate Index Fund is to achieve
investment results that correspond generally to the price and yield performance, before fees and expenses, of the Dow Jones U.S. Real Estate
Index.

        The Dow Jones U.S. Real Estate Index measures the performance of the real estate sector of the U.S. equity market and includes companies
in the following sub-sectors: real estate holding and development and real estate investment trusts. The iShares® Dow Jones U.S. Real Estate
Index Fund uses a "Representative Sampling" strategy to try to track the Dow Jones U.S. Real Estate Index and, according to the Component
Sponsor, will concentrate its investments in a particular industry or group of industries to approximately the same extent as the Dow Jones U.S.
Real Estate Index is so concentrated. As of September 12, 2005, the iShares® Dow Jones U.S. Real Estate Index was concentrated in the real
estate sector, which comprised 99.92% of the market capitalization of the iShares® Dow Jones U.S. Real Estate Index. You can obtain the
Closing Level of the iShares® Dow Jones Real Estate Index Fund from the Bloomberg Financial Service under the symbol IYR <Index> or
from the iShares® website at http://www.ishares.com/fund info/detail.jhtml?symbol=IYR&qt=IYR.

        iShares® Lehman Aggregate Bond Fund.    The objective of the iShares® Lehman Aggregate Bond Fund is to achieve investment results
that correspond generally to the price and yield performance, before fees and expenses, of the total United States investment grade bond market
as defined by the Lehman Brothers U.S. Aggregate Index. The iShares® Lehman Aggregate Bond Fund uses a "Representative Sampling"
strategy in seeking to track the Lehman Brothers U.S. Aggregate Index.

        The Lehman Brothers U.S. Aggregate Index measures the performance of the U.S. investment grade bond market, which includes
investment grade U.S. Treasury bonds, government-related bonds, investment grade corporate bonds, mortgage pass-through securities,
commercial mortgage-backed securities and asset-backed securities that are publicly offered for sale in the United States. The securities in the
Lehman Brothers U.S. Aggregate Index must have $250 million or more of outstanding
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face value and must have at least one year remaining to maturity. In addition, the securities must be denominated in U.S. dollars and must be
fixed rate and non-convertible. Certain types of securities, such as state and local government series bonds, structured notes with embedded
swaps or other special features, private placements, floating rate securities and Eurobonds are excluded from the Lehman Brothers U.S.
Aggregate Index. The Lehman Brothers U.S. Aggregate Index is market capitalization weighted and the securities in the Index are updated on
the last calendar day of each month. You can obtain the Closing Level of the iShares® Lehman Aggregate Bond Fund from the Bloomberg
Financial Service under the symbol AGG US <Equity> or from the iShares® website at
http://www.ishares.com/fund info/detail.jhtml?symbol=AGG&qt=AGG.

How have the Index and Components performed historically?

        We have provided hypothetical historical performance data which represents the returns of hypothetical investments issued at set intervals
in the past, the performance of which is linked to the Index (including the minimum and maximum weighting constraints with respect to the
Components and the daily deduction of the Index Adjustment Factor). See generally, "Hypothetical Historical Performance Data". For
comparison purposes, we have also provided the hypothetical performance of a static equally-weighted basket of the Components issued at the
same set intervals.

        The hypothetical historical performance data should not be taken as an indication of either the future performance of the Index over the
term of the Notes or the future annual coupon payments. In addition, you should understand that this hypothetical historical performance data is
based on hypothetical returns for periods of time which in some cases are different than the term of the Notes and, therefore, may not fully
account for the longer-term market trends that are more likely to be captured in a note with this term.

        You should note that although the hypothetical historical performance data set forth herein shows the hypothetical performance of a series
of investments linked to the Index and compares that hypothetical performance to the actual performance of a static equally-weighted basket of
the Components without the application of rebalancing. Due to the effects of rebalancing, the weighting of the Components in the examples
differs from the weighting in the Index during the same period of time.

        You should refer to the sections "Hypothetical Historical Performance Data" and "Risk Factors�The pro forma U.S. Adagio Strategy
performance may not represent actual performance."

        We have also provided tables depicting the highest and lowest daily closing levels or closing prices, as applicable, and the end-of-quarter
closing levels or closing prices, as applicable, for the Equity Component and the Real Estate Component for each quarter beginning with April 1,
2001 and for the Bond Component for each quarter beginning at its date of inception, September 26, 2003. You can find these tables in the
section "Description of the Components." In each case, the displayed levels were obtained from Bloomberg Financial Service, without
independent verification by the Issuer. We have provided this historical information to help you evaluate the behavior of the Components in
various economic environments; however, the time period depicted is relatively limited and past performance is not indicative of the manner in
which the Components will perform in the future. You should refer to the section "Description of the Components."

        Most importantly, investors should understand that historical performance is not indicative of future results.

Will the Notes be listed on a securities exchange?

        The Notes will not be listed on any securities exchange, and we do not expect a trading market to develop, which may affect the price that
you receive for your Notes upon any sale prior to maturity. If
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a trading market were to develop in the Notes, it may not be liquid. Our subsidiary, Bear, Stearns & Co. Inc. has advised us that they intend
under ordinary market conditions to indicate prices for the Notes on request. However, we cannot guarantee that bids for outstanding Notes will
be made; nor can we predict the price at which any such bids will be made. Your principal investment in the Notes is protected only if you hold
your Notes to maturity. If you sell your Notes prior to maturity, you may receive less than the amount you originally invested. You should refer
to the section "Risk Factors."

What is the role of Bear Stearns?

        Bear, Stearns & Co. Inc. will be our agent for the offering and sale of the Notes. After the initial offering, Bear, Stearns & Co. Inc. intends
to buy and sell the Notes to create a secondary market for holders of the Notes, and may stabilize or maintain the market price of the Notes
during the initial distribution of the Notes. However, Bear, Stearns & Co. Inc. will not be obligated to engage in any of these market activities or
to continue them once they are begun.

        Bear, Stearns & Co. Inc. also will be our Calculation Agent for purposes of calculating the coupons hereunder. Under certain
circumstances, these duties could result in a conflict of interest between Bear, Stearns & Co. Inc.'s status as our subsidiary and its responsibilities
as Calculation Agent. You should refer to "Risk Factors�The Calculation Agent is one of our affiliates, which could result in a conflict of
interest."

Can you tell me more about The Bear Stearns Companies Inc.?

        We are a holding company that, through our broker-dealer and international bank subsidiaries, principally Bear, Stearns & Co. Inc., Bear,
Stearns Securities Corp., Bear, Stearns International Limited ("BSIL") and Bear Stearns Bank plc, is a leading investment banking, securities
and derivatives trading, clearance and brokerage firm serving corporations, governments, institutional and individual investors worldwide. For
more information about us, please refer to the section "The Bear Stearns Companies Inc." in the accompanying prospectus. You should also read
the other documents we have filed with the SEC, which you can find by referring to the section "Where You Can Find More Information" in the
accompanying prospectus.

Who should consider purchasing the Notes?

        Because the Notes are tied to the index level, they may be appropriate for investors with specific investment horizons who seek to
participate in the potential appreciation of the Index. In particular, the Notes may be an attractive investment for you if you:

�
want exposure to a strategy that selects dynamically from three U.S. asset classes represented by the Components according
to the previous 12 monthly returns of each of the Components;

�
believe that the Index Level will increase over the term of the Notes; and

�
do not want to place your principal at risk and are willing to hold the Notes until maturity.

        The Notes may not be a suitable investment for you if:

�
believe that the Index Level will decrease or stay the same over the term of the Notes;

�
seek an investment with an active secondary market; or

�
you are unable or unwilling to hold the Notes until maturity.

What are the U.S. federal income tax consequences of investing in the Notes?

        We intend to treat the Notes as contingent payment debt instruments for federal income tax purposes. Therefore, a U.S. Holder of a Note
will be required to include OID in gross income over the
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term of the Note based on the comparable yield of the Notes, subject to adjustments based on the actual coupon payments made on the Notes.
The amount of OID includible in each year is based on the "comparable yield." In addition, we will compute a "projected payment schedule"
with amounts corresponding to each coupon that produces the comparable yield. The comparable yield and the projected payment schedule are
neither predictions nor guarantees of the actual yield on the Notes. If the actual amount of the coupon exceeds the corresponding amount in the
projected payment schedule, the excess will be taxed as additional OID income to a U.S. Holder. If the actual amount of the coupon is less than
the corresponding amount in the projected payment schedule, the difference will be applied first to reduce the OID accrued for the taxable year
in which the coupon is paid, and any excess will be treated as an ordinary loss to the extent of the net ordinary income of the U.S. Holder on the
Note, and any remaining amounts will be carried forward to future taxable years. Any negative adjustment carryforward on a Note for the
taxable year in which the Note is sold, exchanged or retired will reduce the U.S. Holder's amount realized on the sale, exchange or retirement.
Any gain recognized by a U.S. Holder on the sale, exchange or other disposition of a Note will constitute ordinary OID income (rather than
capital gain). You should review the discussion under the section entitled "Certain U.S. Federal Income Tax Considerations" in this pricing
supplement.

Does ERISA impose any limitations on purchases of the Notes?

        An employee benefit plan subject to the fiduciary responsibility provisions of the Employee Retirement Income Security Act of 1974
("ERISA"), a plan that is subject to Section 4975 of the Internal Revenue Code of 1986, as amended (the "Code"), including individual
retirement accounts, individual retirement annuities or Keogh plans, a governmental plan subject to any materially similar law or any entity the
assets of which are deemed to be "plan assets" under ERISA regulations, will be permitted to purchase, hold and dispose of the Notes, subject to
certain conditions. Such investors should carefully review the discussion under "Certain ERISA Considerations" in this pricing supplement
before investing in the Notes.

Are there any risks associated with my investment?

        Yes. The Notes are subject to a number of risks. You should refer to "Risk Factors" in this pricing supplement and "Risk Factors" in the
accompanying prospectus supplement.
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RISK FACTORS

        Your investment in the Notes will be subject to risks not associated with conventional fixed-rate or floating-rate debt securities. Prospective
purchasers should recognize the possibility of a loss with respect to their investment in the Notes. Prospective purchasers of the Notes should
understand the risks of investing in the Notes and should reach an investment decision only after careful consideration, with their advisers, of the
suitability of the Notes in light of their particular financial circumstances, the following risk factors and the other information set forth in this
pricing supplement and the accompanying prospectus supplement and prospectus. These risks include the possibility that the Components will
fluctuate. We have no control over a number of matters, including economic, financial, regulatory, geographic, judicial and political events, that
are important in determining the existence, magnitude, and longevity of these risks and their influence on the value of, or the payment made on,
the Notes.

Your Notes are principal protected only if you hold the Notes until maturity.

        The Notes are designed so that if they are held to maturity, you will receive the amount you originally invested. The price at which you may
sell your Notes prior to maturity may be less than the amount you originally invested. Movement in the Index Level cannot be predicted.

You may not receive a coupon.

        While you are guaranteed to receive the principal amount of your Note if it is held to maturity, there can be no assurance of the receipt of
any coupon on any Coupon Payment Date. Movement in the Index Level cannot be predicted. We and our affiliates developed the Index. We
designed the Index to replicate a strategy that selects dynamically from the Components according to the previous 12 monthly returns of the
Components. The strategy underlying the Index is based on the proposition that the asset allocation among the three asset classes is optimized by
accounting for different timing effects of the return of each of the assets relative to the others. However, neither the Notes nor the Index have a
trading history. You should understand that the future performance of the Index is impossible to predict and therefore no future performance of
the Notes and the Index may be inferred from any of the historical simulations set forth herein. Because it is impossible to predict the Index, the
Notes could, in some situations make no coupon payment, or a coupon payment that is less than prevailing interest rates.

Your yield may be lower than the yield on a conventional debt security of comparable maturity.

        The annual coupon on the Notes will vary based on the performance of the Index. As a result, the interest amount we will pay on the Notes
may be less than what you would have earned by investing in a non-indexed debt security of comparable maturity that bears interest at a
prevailing market rate. In addition, any return may not fully compensate you for any opportunity cost to you when you take into account
inflation and other factors relating to the time value of money. For more specific information about the coupon payment and for illustrative
examples, you should refer to the section "Description of the Notes."

Owning the Notes is not the same as having rights in the Index or the Components.

        You will not have any ownership or other rights in the Index or any of the Components comprising the Index. Even if the Index and the
Components increase above the initial levels during the term of the Notes, the trading value of the Notes may not increase by the same amount.
It is also possible for the Components to increase while the trading value of the Notes declines.
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Your yield will not reflect dividends or other distributions on the securities underlying the Equity Component and the Real Estate
Component.

        The Index does not reflect the payment of dividends or other distributions on the securities underlying the S&P 500® Index or the iShares®
Dow Jones U.S. Real Estate Index Fund. Therefore, the yield you will receive by holding the Notes to maturity will not be the same as if you
had purchased such Components and held them for a similar period.

You must rely on your own evaluation of the merits of an investment linked to the Index.

        In the ordinary course of our business, we may from time to time express views on expected movements in the Index, in the Components
and in the securities underlying the Components. These views may vary over differing time horizons and are subject to change without notice.
Moreover, other professionals who deal in the equity markets may at any time have views that differ significantly from ours. In connection with
your purchase of the Notes, you should investigate the Index, the Components and the securities underlying the Components and not rely on our
views with respect to future movements in these Components and securities. You should make such investigation as you deem appropriate as to
the merits of an investment linked to the Index.

Tax Consequences.

        For U.S. federal income tax purposes, we intend to treat the Notes as contingent payment debt instruments. As a result, U.S. Holders will be
required to include OID in income during their ownership of the Notes based on the comparable yield of the Notes, subject to adjustments based
on the actual coupon payments made on the Notes. The amount of OID includible in each year is based on the "comparable yield." In addition,
we have computed a "projected payment schedule" with amounts corresponding to each coupon that produces the comparable yield. The
comparable yield and the projected payment schedule are neither predictions nor guarantees of the actual yield on the Notes. If the actual amount
of the coupon exceeds the corresponding amount in the projected payment schedule, the excess will be taxed as additional OID income to a U.S.
Holder. If the actual amount of the coupon is less than the corresponding amount in the projected payment schedule, the difference will be
applied first to reduce the OID accrued for the taxable year in which the coupon is paid, and any excess will be treated as an ordinary loss to the
extent of the net ordinary income of the U.S. Holder on the Note, and any remaining amounts will be carried forward to future taxable years.
Any negative adjustment carryforward on a Note for the taxable year in which the Note is sold, exchanged or retired will reduce the U.S.
Holder's amount realized on the sale, exchange or retirement. Any gain recognized by a U.S. Holder on the sale, exchange or other disposition of
a Note will constitute ordinary OID income (rather than capital gain). You should review the discussion under the section entitled "Certain U.S.
Federal Income Tax Considerations" in this pricing supplement.

Equity market risks, real estate market risks and bond market risks may affect the trading value of the Notes and the amount you will
receive at maturity.

        We expect that the value of the Index will fluctuate in accordance with changes in the equity sector, real estate sector and bond sector
generally, with the financial conditions of the companies or entities issuing the securities underlying the Components and other factors. The
financial conditions of the issuers of the securities underlying the Components may become impaired or the general condition of the global
equity markets, real estate markets and/or bond markets may deteriorate, any of which may cause a decrease in the value of the Index and thus in
the value of the Notes.

        Equity securities are susceptible to general equity market fluctuations and to volatile increases and decreases in value, as market confidence
in and perceptions regarding the securities underlying the Components change. Investor perceptions regarding the companies issuing the
securities comprising the
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Components are based on various and unpredictable factors, including expectations regarding government, economic, monetary and fiscal
policies, inflation and interest rates, economic expansion or contraction, and global or regional political, economic, and banking crises. The
value of the Index may be expected to fluctuate until the final Calculation Date.

        The Real Estate Component, because it is concentrated in a particular industry sector, may be adversely affected by the performance of real
estate securities and may be subject to price volatility. In addition, the Real Estate Component may be more susceptible to any single economic,
market, political or regulatory occurrence affecting that industry sector. Investment in the real estate sector is subject to many of the same risks
associated with the direct ownership of real estate such as:

�
adverse changes in national, state or local real estate conditions (such as oversupply of, or reduced demand for, space and
changes in market rental rates);

�
obsolescence of properties;

�
changes in the availability, cost and terms of mortgage funds; and

�
the impact of environmental laws.

        The Real Estate Component is classified as "non-diversified." A non-diversified fund generally may invest a larger percentage of its assets
in the securities of a smaller number of issuers. As a result, the Real Estate Component may be more susceptible to the risks associated with
these particular companies, or to a single economic, political or regulatory occurrence affecting these companies.

        The Bond Component is susceptible to general U.S. bond market fluctuations. Debt securities generally are susceptible to:

�
interest rate risk, which is the chance that bond prices overall will decline because of rising interest rates;

�
credit risk, which is the risk that a bond issuer fails to pay interest and principal in a timely manner, or that negative
perceptions of an issuer's ability to make such payments cause the price of that bond to decline; and

�
call risk, which is the risk that during periods of falling interest rates, issuers of callable bonds may repay securities with
higher coupons or interest rates before their maturity dates. The Bond Component would then reflect the loss of potential
price appreciation as issuers are forced to reinvest unanticipated proceeds at lower interest rates, resulting in a decline in the
income to the issuers.

The historical performance of the Components is not an indication of the future performance.

        The historical performance of the Components should not be taken as an indication of their future performance. While the trading prices of
the securities comprising the Components will determine the value of the Components, it is impossible to predict whether the value of the
Components will fall or rise during the term of the Notes. Trading prices of the securities comprising the Components will be influenced by
complex and interrelated economic, financial, regulatory, geographic, judicial, political and other factors that can affect the capital markets
generally and the equity, real estate and bond trading markets, in particular, and by various circumstances that can influence the values of the
underlying securities in a specific market segment or the value of a particular underlying security.

The hypothetical Index performance does not represent actual performance.

        The hypothetical historical performance data set forth in the "Hypothetical Historical Performance Data" section should not be taken as an
indication of either the future performance of the Index over the term of the Notes or the future annual coupon payments. Neither the Notes nor
the Index have a
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trading history. As a consequence, investors should understand that the historical simulations set forth herein are based on the application of the
strategy of the Index to the actual historical performance of the Components, subject to the constraints set forth in "Hypothetical Historical
Performance Data."

        Any pro forma analysis inherently involves assumptions and discretion. You should understand that the future performance of the Index is
impossible to predict and therefore no future performance of the Notes and the Index may be inferred from any of the historical simulations. You
are cautioned that the hypothetical performance data set forth herein is not indicative of, and has no bearing on, any trading results or the
performance that may be obtained by the Index or the Notes.

There is risk relating to the Index based on the timing effects of correlation.

        Investors should realize that the Index contemplates that the three Components have certain correlations, the timing effects of which can be
quantified by a fixed set of monthly coefficients and captured in positive returns by the rebalancing according to such coefficients. Investors are
cautioned that, to the extent that this assumption is incorrect and the timing and correlation effects do not occur as contemplated, the Index
returns may underperform one or more of the Components. Further, the coefficients were determined based on the historical correlations
between the movements of the Components. Although the analysis of the data indicated such correlations were consistent in the past and
consistent over different durations of time, it is possible that the correlation between the movement of the Components in the past was a function
of specific conditions existing in the past yielding a specific set of data, and that those conditions and the relationships from which the
correlations were derived may not exist in the future. As a result, the Index Level may not increase to the extent suggested by the correlation
analysis of the historical data.

The formula for determining each coupon payment does not take into account changes in the levels of the Index between Calculation
Dates.

        Changes in the levels of the Index during the term of the Notes after the Initial Calculation Date or any subsequent Calculation Date and
before the next following Calculation Date will not be reflected in the calculation of the amount of the coupon. The Calculation Agent will
calculate the amount of the coupon based upon the Index Level as of the applicable Calculation Date. As a result, you may not receive more than
the initial public offering price of $1,000 per each $1,000 principal amount of Notes even if the value of the Index has greatly increased between
Calculation Dates before declining by the time of the Calculation Date.

The price at which you will be able to sell your Notes prior to maturity will depend on a number of factors, and may be substantially less
than the amount you had originally invested.

        If you wish to liquidate your investment in the Notes prior to maturity, your only alternative would be to sell them. At that time, there may
be an illiquid market for Notes or no market at all. Even if you were able to sell your Notes, there are many factors outside of our control that
may affect their trading value. We believe that the value of your Notes will be affected by the value and volatility of the Index, whether the
closing level of the Index is greater than or equal to its initial level, changes in U.S. interest rates, the supply of and demand for the Notes and a
number of other factors. Some of these factors are interrelated in complex ways; as a result, the effect of any one factor may be offset or
magnified by the effect of another factor. The price, if any, at which you will be able to sell your Notes prior to maturity may be substantially
less than the amount you originally invested if, at such time, the closing level of the Index is less than, equal to or not sufficiently above its
initial level. The following paragraphs describe the manner in which we expect the trading value of the Notes will be affected in the event of a
change in a specific factor, assuming all other conditions remain constant.
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�
Value of the Index. We expect that the trading value of the Notes will depend substantially on the gains, if any, made in the
Index Level since the Initial Calculation Date and the sum of all previously paid coupons. If you decide to sell your Notes
when the Index Level is greater than the highest historical Index Level as of each past Calculation Date, you may
nonetheless receive substantially less than the amount that would be payable at maturity based such increased Index Level
because of expectations that the Index Level will continue to fluctuate until the coupon is determined.

�
Volatility of the Index.    Volatility is the term used to describe the size and frequency of market fluctuations. If the volatility
of the Index Level increases or decreases, the trading value of the Notes may be adversely affected. This volatility may
increase the risk that the Index Level will decline, which could negatively affect the trading value of Notes. The effect of the
volatility of the Index Level on the trading value of the Notes may not necessarily decrease over time during the term of the
Notes.

�
Interest rates.    We expect that the trading value of the Notes will be affected by changes in interest rates. In general, if
interest rates increase, the value of outstanding debt securities tends to decrease; conversely, if interest rates decrease, the
value of outstanding debt securities tends to increase. Interest rates may also affect the economy and, in turn, the value of the
Index, which may affect the value of the Notes. Rising interest rates may lower the value of the Index and, thus, the value of
the Notes.

�
Our credit ratings, financial condition and results of operations.    Actual or anticipated changes in our current credit
ratings, A1 by Moody's Investor Service, Inc. and A by Standard & Poor's Rating Services, as well as our financial condition
or results of operations may significantly affect the trading value of the Notes. However, because the return on the Notes is
dependent upon factors in addition to our ability to pay our obligations under the Notes, such as the level of the Index, an
improvement in our credit ratings, financial condition or results of operations is not expected to have a positive effect on the
trading value of the Notes.

�
Time remaining to maturity.    A "time premium" results from expectations concerning the Index Level during the period
prior to the maturity of the Notes. As the time remaining to the maturity of the Notes decreases, this time premium will
likely decrease, potentially adversely affecting the trading value of the Notes.

�
Dividend yield.    The value of the Notes may also be affected by the dividend yields on the securities underlying the
Components of the Index. In general, because the Index does not incorporate the value of dividend payments on the Equity
Component and the Real Estate Component, higher dividend yields will likely reduce the value of the Notes and, conversely,
lower dividend yields will likely increase the value of the Notes.

�
Events involving the companies issuing the securities comprising the Components.    General economic conditions and
earnings results of the companies whose securities comprise the Components, and real or anticipated changes in those
conditions or results, may affect the trading value of the Notes. Some of the securities underlying the Components may be
affected by mergers and acquisitions, which can contribute to volatility of the Index. As a result of a merger or acquisition,
one or more securities in the Components may be replaced with a surviving or acquiring entity's securities. The surviving or
acquiring entity's securities may not have the same characteristics as the stock originally included in the Index.

�
Size and liquidity of the trading market.    The Notes will not be listed on any securities exchange, and we do not expect a
trading market to develop, which may affect the price that you receive for your Notes upon any sale prior to maturity. If a
trading market were to develop in the Notes, it may not be liquid. Our subsidiary, Bear, Stearns & Co. Inc. has advised us
that they
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intend under ordinary market conditions to indicate prices for the Notes on request. However, we cannot guarantee that bids
for outstanding Notes will be made; nor can we predict the price at which any such bids will be made. Your principal
investment in the Notes is protected only if you hold your Notes to maturity. If you sell your Notes prior to maturity, you
may receive less than the amount you originally invested.

�
Inclusion of commission.    The inclusion of commissions and projected profit from hedging in the initial public offering
price of the Notes is likely to adversely affect secondary market prices. Assuming no change in the market conditions or any
other relevant factors, the price, if any, at which Bear, Stearns & Co. Inc. may be willing to purchase the Notes in secondary
market transactions may be lower than the original price of the Notes, because the original price included, and secondary
market prices are likely to exclude, commissions paid with respect to the Notes, as well as the projected profit included in
the cost of hedging our obligations under the Notes. In addition, any such prices may differ from values determined by
pricing models used by Bear, Stearns & Co. Inc. as a result of dealer discounts, mark-ups or other transaction costs.

        We want you to understand that the effect of one of the factors specified above, such as an increase in interest rates, may offset some or all
of any change in the value of the Notes attributable to another factor, such as an increase in the value of the Index.

Reported Component levels may be based on non-current information.

        If trading is interrupted in the securities underlying certain of the Components, publicly available information regarding the Index Level
may be based on the last reported prices or levels. As a result, publicly available information regarding reported Component levels may at times
be based on non-current information.

Suspensions or disruptions of market trading in the securities markets may adversely affect the amount of any coupon and/or the
market value of the Notes.

        The securities markets are subject to temporary distortions or other disruptions due to various factors, including a lack of liquidity in the
markets, the participation of speculators and potential government regulation and intervention. Suspension or other disruptions of market trading
in the securities underlying certain of the Components could adversely affect the value of those Components and, therefore, the amount of the
coupon and/or the trading value of the Notes.

Adjustments to the Components could adversely affect the value of the Notes.

        The policies of a Component Sponsor concerning additions, deletions and substitutions of the securities underlying the applicable
Component and the manner in which such Component Sponsor takes account of certain changes affecting such underlying securities may affect
the price or level of the Component and thus the Index Level. You should realize that changes in the companies included in any Component may
affect the Component, as a newly-added company may perform significantly better or worse than the company or companies it replaces. The
Component Sponsor for the Equity Component also may discontinue or suspend calculation or dissemination of the Equity Component or
materially alter the methodology by which it calculates the Equity Component, and the Real Estate Component and the Bond Component may be
subject to certain corporate events. Any such actions or events could affect the value of the Notes.

The Calculation Agent is one of our affiliates, which could result in a conflict of interest.

        Bear, Stearns & Co. Inc. will act as the Calculation Agent. The Calculation Agent will make certain determinations and judgments in
connection with calculating the amount of each coupon.
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Because Bear, Stearns & Co. Inc. is our affiliate, conflicts of interest may arise in connection with Bear, Stearns & Co. Inc. performing its role
as Calculation Agent. Bear, Stearns & Co. Inc. is obligated to carry out its duties and functions as Calculation Agent in good faith, and using its
reasonable judgment.

        Our affiliates, including Bear, Stearns & Co. Inc., may, at various times, engage in transactions involving the securities and Components
underlying the Index for their proprietary accounts, and for other accounts under their management. These transactions may influence the value
of such securities and components, and therefore the value of the Index. Bear Stearns International Limited, or another affiliate of ours will also
be the counterparty to the hedge of our obligations under the Notes. You should refer to "Use of Proceeds and Hedging." Accordingly, under
certain circumstances, conflicts of interest may arise between Bear, Stearns & Co. Inc.'s responsibilities as Calculation Agent with respect to the
Notes and Bear Stearns International Limited's or another affiliates obligations under our hedge.

Changes that affect the calculation of a Component and/or certain corporate events will affect the Index, which will in turn affect the
trading value of the Notes and the amount of each coupon.

        The Component Sponsor for the Equity Component is responsible for maintaining and calculating the level of the Equity Component. The
policies of such Component Sponsor concerning the calculation of the Equity Component will affect the level of the Equity Component and,
therefore, the level of the Index, the trading value of the Notes and the amount of any coupon.

        If the relevant Component Sponsor discontinues or suspends calculation or publication of the Equity Component, or if certain corporate
events occur with respect to the Real Estate Component or the Bond Component, it may become difficult to determine the level of the Index, the
trading value of the Notes or the amount of any coupon.

        If the relevant Component Sponsor discontinues or suspends calculation of the Equity Component at any time prior to and including the
final Calculation Date and a successor component is not available or is not acceptable to the Calculation Agent in its sole discretion, then the
Calculation Agent will determine the amount payable on any Coupon Payment Date using the Closing Level (as defined below) of the Equity
Component calculated in accordance with the formula for and method of calculating such Component last in effect prior to such discontinuance,
based on the Closing Level (or, if trading in the relevant securities has been materially suspended or materially limited, its good faith estimate of
the Closing Level that would have prevailed but for such suspension or limitation) at the close of the principal trading session on such date of
each security most recently comprising the Equity Component on the primary organized exchange or trading system on which such securities
trade. See "Description of the Notes�Discontinuance of the Index or the Equity Component".

        If certain corporate events occur with respect to the Real Estate Component or the Bond Component at any time prior to and including the
final Calculation Date and a successor component is not available or is not acceptable to the Calculation Agent in its sole discretion, then the
Calculation Agent will determine the amount payable on any Coupon Payment Date by calculating the Closing Level of the relevant Component
based on the Closing Levels at the close of the principal trading session on such date of each security most recently comprising such Component
on the primary organized exchange or trading system on which such securities trade, (or, if trading in the relevant securities has been materially
suspended or materially limited, its good faith estimate of the Closing Level that would have prevailed but for such suspension or limitation).
See "Description of the Notes�Corporate Events Effecting the Real Estate Component or the Bond Component".

        In addition, if the method of calculating the Equity Component is changed in a material respect, if certain corporate events occur with
respect to the Real Estate Component or the Bond Component or if a Component is in any other way modified so that such Component does not,
in the opinion of the Calculation Agent, fairly represent the level of the Component had such changes or modifications not

PS-18

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

21



been made, the Calculation Agent will make such calculations and adjustments as, in its good faith judgment, may be necessary to arrive at a
level of a security index comparable to the Component as if such changes or modifications had not been made. In each such event, the
Calculation Agent's determination of the value of the Notes will affect the amount you receive on any Coupon Payment Date. See "Description
of the Notes�Discontinuance of the Index or the Equity Component" and "Description of the Notes�Corporate Events Effecting the Real Estate
Component or the Bond Component".

We cannot control actions by the companies whose securities are included in each Component.

        The common stock of The Bear Stearns Companies Inc. is an underlying stock of the S&P 500® Index. However, we may currently, or in
the future, engage in business with such companies. Actions by any company whose security is part of a Component may have an adverse effect
on the price of the company's securities, the trading price of and the Closing Level of the Component and the Index, and the trading value of the
Notes. No such company is involved in this offering or has any obligations with respect to the Notes, including any obligation to take our or
your interests into consideration for any reason. These companies will not receive any of the proceeds of this offering and are not responsible
for, and have not participated in, the determination of the timing of, prices for, or quantities of, the Notes to be issued. These companies are not
involved with the administration, marketing or trading of the Notes and have no obligations with respect to the amount to be paid to you on the
final Coupon Payment Date.

        Neither we nor any of our affiliates, including Bear, Stearns & Co. Inc., assumes any responsibility for the adequacy or accuracy of any
publicly available information about any of the securities underlying the Components or the Components. You should make your own
investigation into the companies underlying each Component.

We and our affiliates have no affiliation with any Component Sponsor or the Strategy Sponsor and are not responsible for any
Component Sponsor's public disclosure of information.

        We and our affiliates are not affiliated in any way with any Component Sponsor (except for the licensing arrangements discussed in the
section "Description of the Index�License Agreements") and have no ability to control or predict any Component Sponsor's actions, including any
errors in or discontinuation of disclosure regarding its methods or policies relating to the management or calculation of the applicable
Component, as the case may be. Neither we nor any of our affiliates assumes any responsibility for the adequacy or accuracy of the information
about the Components or the Component Sponsors contained in this pricing supplement. You, as an investor in the Notes, should make your
own investigation into the Components and the Component Sponsors. The Component Sponsors are not involved in any way in the offering of
the Notes and have no obligation to consider your interests as an owner of Notes when they take any actions that might affect the value of the
Notes.

        We and our affiliates are not affiliated in any way with the Strategy Sponsor and have no ability to control or predict the Strategy Sponsor's
actions. The Index is the exclusive property of Bear Stearns International Limited, one of our affiliates, which has contracted with the Strategy
Sponsor to maintain and calculate the Index. The Strategy Sponsor shall have no liability for any errors or omissions in calculating the Index or
the Equity Component. The Notes, which are linked to the performance of the Index, are not sponsored, endorsed, sold or promoted by the
Strategy Sponsor; and the Strategy Sponsor makes no representations regarding the advisability of investing in the Notes.
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Trading and other transactions by us or our affiliates could affect the prices of the securities underlying a Component, the level of a
Component, the level of the Index, the trading value of the Notes or the amount you may receive on any Coupon Payment Date.

        We and our affiliates may hedge some or all of our anticipated exposure in connection with the Notes by the purchase and sale of
exchange-traded and over-the-counter options on the Components or individual securities included in the Components, or futures contracts on
the Components and options on such futures contracts or by taking positions in any other instruments that it may wish to use in connection with
such hedging. We and our affiliates are likely to modify our hedge position throughout the life of the Notes, including on each Calculation Date,
by purchasing and selling the securities and instruments listed above and other available securities and instruments. We and our affiliates may
also from time to time buy or sell shares of the securities underlying a Component or derivative instruments related to those securities or such
Component for our own accounts in connection with our normal business practices. These trading activities may present a conflict of interest
between your interest in the Notes and the interests we and our affiliates may have in our proprietary accounts, in facilitating transactions,
including block trades, for our other customers and in accounts under our management. The transactions could affect the prices of those
securities or the level of the Component, and therefore the level of the Index, in a manner that would be adverse to your investment in the Notes.
See the section "Use of Proceeds and Hedging."

        Hedging activities that we or our affiliates may engage in may affect the prices of those securities or the level of a Component, and
therefore the level of the Index and, accordingly, increase or decrease the trading value of the Notes prior to maturity and the amount of the
coupon you would receive on any Coupon Payment Date. To the extent that we or any of our affiliates has a hedge position in any of the
securities that underlie a Component, or derivative or synthetic instruments related to those securities or such Component, we or any of our
affiliates may liquidate a portion of such holdings at any time before, during or after the term of the Notes or at or about the time of a change in
the securities that underlie the Component. Depending on, among other things, future market conditions, the aggregate amount and the
composition of such hedge positions are likely to vary over time. Profits or losses from any of those positions cannot be ascertained until the
position is closed out and any offsetting position or positions are taken into account. Although we have no reason to believe that any of those
activities will have a material effect on the level of the Index, we cannot assure you that these activities will not affect such level and the trading
value of the Notes prior to maturity or the amount of any coupon.

        In addition, we or any of our affiliates may purchase or otherwise acquire a long or short position in the Notes. We or any of our affiliates
may hold or resell the Notes.

Research reports and other transactions may create conflicts of interest between you and us.

        We or one or more of our affiliates may have published, and may in the future publish, research reports relating to the Index, the
Components or companies issuing the securities underlying any of the Components. This research may be modified from time to time without
notice and may express opinions or provide recommendations that are inconsistent with purchasing or holding the Notes. Any of these activities
may affect the market prices of securities included in any Component and, therefore, the Index Level and the value of the Notes. Similarly, we
may in the past have issued or may in the future issue Notes that permit a purchaser to take a different view with respect to the movements of the
Components or the Index than do the Notes (e.g., to take a bearish rather than a bullish view).

        We or any of our affiliates may also issue, underwrite or assist unaffiliated entities in the issuance or underwriting of other securities or
financial instruments with returns indexed to the Index or a Component thereof. By introducing competing products into the marketplace in this
manner, we or our affiliates could adversely affect the value of the Notes.
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        We and our affiliates, at present or in the future, may engage in business with the companies issuing the securities included in any of the
Components, including making loans to, equity investments in, or providing investment banking, asset management or other advisory services to
those companies. In connection with these activities, we may receive information about those companies that we will not divulge to you or other
third parties.

The amount of the coupon you receive on the Notes may be delayed or reduced upon the occurrence of a Market Disruption Event, or
an Event of Default.

        If the Calculation Agent determines that, on the Calculation Date, a Market Disruption Event has occurred or is continuing, the
determination of the value of the Index by the Calculation Agent may be deferred. You should refer to the section "Description of the
Notes�Market Disruption Events."

        If the Calculation Agent determines that an Event of Default (as defined below) has occurred, a holder of the Notes will only receive an
amount equal to the trading value of the Notes on the date of such Event of Default, adjusted by an amount equal to any losses, expenses and
costs to us of unwinding any underlying hedging or funding arrangements, all as determined by the Calculation Agent in its sole and absolute
discretion. You should refer to the section "Description of the Notes�Event of Default and Acceleration."

You should decide to purchase the Notes only after carefully considering the suitability of the Notes in light of your particular financial
circumstances. You should also carefully consider the tax consequences of investing in the Notes. You should refer to the section
"Certain U.S. Federal Income Tax Considerations" and discuss the tax implications with your own tax advisor.
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DESCRIPTION OF THE NOTES

        The following description of the Notes (referred to in the accompanying prospectus supplement as the "Other Indexed Notes") supplements
the description of the Notes in the accompanying prospectus supplement and prospectus. This is a summary and is not complete. You should
read the indenture, dated as of May 31, 1991, as amended (the "Indenture"), between us and The Bank of New York as successor to JPMorgan
Chase Bank, N.A. (formerly, The Chase Manhattan Bank), as trustee (the "Trustee"). A copy of the Indenture is available as set forth under the
section of the prospectus "Where You Can Find More Information."

General

        The Notes are part of a single series of debt securities under the Indenture described in the accompanying prospectus supplement and
prospectus designated as Medium-Term Notes, Series B. The Notes are unsecured and will rank equally with all of our unsecured and
unsubordinated debt, including the other debt securities issued under the Indenture. Because we are a holding company, the Notes will be
effectively subordinated to the claims of creditors of our subsidiaries.

        The aggregate principal amount of the Notes is specified on the cover. The Notes will mature on the Maturity Date and do not provide for
earlier redemption. The Notes will be issued only in fully registered form, and in minimum denominations of $1,000 and with amounts in excess
thereof in integral multiples of $1,000; provided, however, that the minimum purchase for any purchaser domiciled in a member state of the
European Union shall be $100,000. Initially, the Notes will be issued in the form of one or more global securities registered in the name of DTC
or its nominee, as described in the accompanying prospectus supplement and prospectus. When we refer to Note or Notes in this pricing
supplement, we mean $1,000 principal amount of Notes. The Notes will not be listed on any securities exchange.

        You should refer to the section "Certain U.S. Federal Income Tax Considerations," for a discussion of certain federal income tax
considerations to you as a holder of the Notes.

Future Issuances

        Under certain limited circumstances, and at our sole discretion, we may offer further issuances of the Notes. These further issuances, if any,
will be consolidated to form a single series with the Notes and will have the same CUSIP number and will trade interchangeably with the Notes
immediately upon settlement. Any additional issuances will increase the aggregate principal amount of the outstanding Notes of this series, plus
the aggregate principal amount of any Notes bearing the same CUSIP number that are issued pursuant to (i) any 30-day option we grant to Bear,
Stearns & Co. Inc., and (ii) any future issuances of Notes bearing the same CUSIP number. The prices of any additional offerings will be
determined at the time of pricing of each offering, which price will be a function of the prevailing market conditions and level of the Index at the
time of the relevant sale.

Payment at Maturity

        Your investment is principal protected only if you hold the Notes until maturity. On the Maturity Date you will receive 100% of the
principal amount of your Notes.

U.S. Adagio Strategy Index

        The Index replicates a strategy based on the relative weighting of the three U.S. asset classes (equities, real estate and government bonds)
that are represented by the Components. The relative weighting of each Component in the Index is rebalanced on a monthly basis. The
percentage weightings of the Real Estate Component and the Equity Component in a given month are determined by a formula which utilizes the
monthly returns of the Real Estate Component and the Equity Component for each of the trailing 12 months. The percentage weightings of the
Real Estate Component and the
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Equity Component are each subject to a minimum weighting of 0% and a maximum weighting of 50% each. The Bond Component is the
residual Component. Its weighting is the percentage, if any, required to make the sum of all Component weightings equal 100%.

Component Weighting

        The weighting of each of the Components in the Index will be rebalanced on the last day of each calendar month or, if such day is not a
Trading Day, the next following Trading Day (each such day, a "Weight Rebalancing Date"). The rebalancing will be achieved by the following
process:

�
First, a set of monthly percentage returns will be determined for each Component in respect of each of the twelve monthly
periods ending on the month which relates to the Weight Rebalancing Date.

�
Second, with respect to the Equity Component and the Real Estate Component, these monthly percentage returns will be
multiplied by the fixed coefficients (as specified in Exhibit A hereto) for the corresponding monthly period.

�
Third, each of the amounts resulting from the product of the monthly percentage returns by the corresponding fixed
coefficient will be summed with respect to the Equity Component and the Real Estate Component.

�
Fourth, subject to a maximum weighting of 50% and a minimum of 0% each, these sums of the Equity Component and the
Real Estate Component will be the weighting of these components for the relevant month.

�
Fifth, the weighting of the Bond Component is the percentage, if any, required to make the sum of all Component
weightings equal 100%.

        Fixed coefficients represent the statistical relationship (the correlation) between the monthly returns of the Equity Component and its
preceding monthly returns as well as the statistical relationship between the monthly returns of the Equity Component and the preceding
monthly returns of each of the other two Components, in each case up to the previous 12 monthly periods. This same methodology will apply to
the Real Estate Component. As a result of this process, the weighting of each Component in the Index is a linear combination of the 12 monthly
historical returns of each of the Components with fixed coefficients. Both positive and negative coefficients are used in computing the relative
weightings of the Components. Positive returns and positive coefficients will have the effect of increasing the weighting of a particular
Component, while negative returns and negative coefficients will have the effect of decreasing the weighting of a particular Component.

        As described above, on each Weight Rebalancing Date, the weightings of each of the Components in the Index will be computed according
to the following formulae:
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        Where:

        Bondk-j is, as of the Weight Rebalancing Date on day tk, the Closing Level of the Bond Component on (i) each of the 11 Weight
Rebalancing Dates immediately preceding day tk and (ii) tk.

        Bondk-j-1 is, as of the Weight Rebalancing Date on day tk, the Closing Level of the Bond Component on each of the 12 Weight Rebalancing
Dates immediately preceding day tk.

        Cj
1,Equity, Cj

1,RE, Cj
1,Bond, as of the Weight Rebalancing Date on day tk, are the constant coefficient parameters to be used for the computation

of the Equity Component weightings for the Weight Rebalancing Date on day tk. These 36 coefficients are fixed and will remain constant.

        Cj
2,Equity, Cj

2,RE and Cj
2,Bond, as of the Weight Rebalancing Date on day tk, are the constant coefficient parameters to be used for the

computation of the Real Estate Component weightings for the Weight Rebalancing Date on day tk. These 36 coefficients are fixed and will
remain constant.

        Equityk-j is, as of the Weight Rebalancing Date on day tk, the Closing Level of the Equity Component on (i) each of the 11 Weight
Rebalancing Dates immediately preceding day tk and (ii) tk.

        Equityk-j-1 is, as of the Weight Rebalancing Date on day tk, the Closing Level of the Equity Component on each of the 12 Weight
Rebalancing Dates immediately preceding day tk.

        REk-j is, as of the Weight Rebalancing Date on day tk, the Closing Level of the Real Estate Component on (i) each of the 11 Weight
Rebalancing Dates immediately preceding day tk. and (ii) tk.

        REk-j-1 is, as of the Weight Rebalancing Date on day tk, the Closing Level of the Real Estate Component on each of the 12 Weight
Rebalancing Dates immediately preceding day tk.

        tk is the current Weight Rebalancing Date.

Wk
Bond is, in respect of Weight Rebalancing Day tk, the weight of the Bond Component in the Index as determined by the Strategy Sponsor

on such day tk.

Wk
Equity is, in respect of Weight Rebalancing Day tk, the weight of the Equity Component in the Index as determined by the Strategy

Sponsor on such day tk.

Wk
RE is, in respect of Weight Rebalancing Day tk, the weight of the Real Estate Component in the Index as determined by the Strategy

Sponsor on such day tk.

Index Level
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        The Index Level, as determined by the Strategy Sponsor, will be displayed on Bloomberg Financial Service (under the symbol ADAGUS
<Index>). The Index Level will be calculated on each Trading
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Day and will equal the product of (x) the Index Level as of the prior day multiplied by (y) the sum of the product for each Component of (i) the
daily percentage change in the Closing Level of such Component multiplied by (ii) its respective weighting in the Index as of such date.

        The Index Level is adjusted downwards by a monthly Index Adjustment Factor applied pro rata on a daily basis. The cumulative "Index
Adjustment Factor," as of any date of determination, is equal to the product of (x) 0.225% and (y) the quotient of (i) the total number of days
from and including the Weight Rebalancing Date immediately preceding such date of determination (the "Prior Weight Rebalancing Date") to
and excluding such a date of determination and (ii) the total number of days from and including the Prior Weight Rebalancing Date to and
excluding the Weight Rebalancing Date immediately succeeding such date of determination.

        In the event that any Index Level displayed on the Bloomberg Financial Service in the manner described above is subsequently corrected
and that correction is displayed on Bloomberg Financial Service after its original publication, the Strategy Sponsor will account for such
adjustment and, to the extent necessary, will adjust any terms of the Index it determines appropriate and will determine the effective dates of
such adjustments.

Coupon

        The Notes will pay a coupon, if any, on the third business day following October 10 of each year (or if October 10 is not a trading day, the
following trading day) commencing October 15, 2007. The final Coupon Payment Date is the same day as the Maturity Date. For each Note you
hold, with respect to each Coupon Payment Date, you will receive $1,000 multiplied by the percentage increase, if any, of the Index Level
relative to its Initial Index Level minus the sum of the amounts of all previously paid coupons. If as of any Calculation Date, this calculation
results in an amount less than or equal to zero, there will be no coupon payment for that year.

Illustrative Examples

        The following tables demonstrate the hypothetical coupon payments on a Note based on the assumptions that (i) the Index increases over
the term of the Note as indicated in Example 1, (ii) the Index increases in each of Years 1 through 3 and then declines in Year 4 before
increasing again in Year 5 of the term of the Note in Example 2, (iii) the Index increases over the first three years of the term of the Note and
declines in Year 4 and Year 5 in Example 3 and (iv) the Index declines over four out of five years of the term of the Note in Example 4.

        The examples below do not purport to be representative of every possible scenario concerning increases or decreases in the Index Level.
You should not construe these examples as an indication or assurance of the expected performance of the Notes. Actual returns may be different.
The examples demonstrating the hypothetical coupon payments of a Note are based on the following assumptions:

�
Investor purchases $1,000 aggregate principal amount of Notes at the initial public offering price of $1,000.

�
Investor holds the Notes to maturity.

�
The Initial Index Level is equal to 240.00.

�
All returns are based on a 5-year term; pre-tax basis.

�
No Market Disruption Events or Events of Default occur during the term of the Notes.
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Example 1

        The Index increases over the term of the Note

Time Period
Initial
Level Year 1 Year 2 Year 3 Year 4 Year 5

Index Level 240 271.356 291.636 334.814 371.008 390.087
Percentage Change in Index Level from
Initial Index Level NA 13.065% 21.515% 39.506% 54.58% 62.536%
Cumulative Past Coupons NA NA $ 130.65 $ 215.15 $ 395.06 $ 545.87
Annual Coupon NA $ 130.65 $ 84.50 $ 179.91 $ 150.81 $ 79.50
Index CAGR1 NA 13.07% 10.23% 11.74% 11.50% 10.20%

1

Index compounded annual growth rate

Example 2

        The Index increases and then declines for 1 year before recovering

Time Period
Initial
Level Year 1 Year 2 Year 3 Year 4 Year 5

Index Level 240 271.356 291.636 334.814 322.639 341.718
Percentage Change in Index Level from
Initial Index Level NA 13.065% 21.515% 39.506% 34.433% 42.383%
Cumulative Past Coupons NA NA $ 130.65 $ 215.15 $ 395.06 $ 395.06
Annual Coupon NA $ 130.65 $ 84.50 $ 179.91 $ 0.00 $ 28.77
Index CAGR NA 13.07% 10.23% 11.74% 7.68% 7.32%

Example 3

        The Index increases for the first 3 years and then declines for the remaining term

Time Period
Initial
Level Year 1 Year 2 Year 3 Year 4 Year 5

Index Level 240 271.356 291.636 334.814 322.639 299.850
Percentage Change in Index Level from
Initial Index Level NA 13.065% 21.515% 39.506% 34.433% 24.938%
Cumulative Past Coupons NA NA $ 130.65 $ 215.15 $ 395.06 $ 395.06
Annual Coupon NA $ 130.65 $ 84.50 $ 179.91 $ 0.00 $ 0.00
Index CAGR NA 13.07% 10.23% 11.74% 7.68% 4.55%

Example 4

        The Index declines over four out of five years of the term of the Note

Time Period
Initial
Level Year 1 Year 2 Year 3 Year 4 Year 5

Index Level 240 242.556 241.477 220.163 215.188 214.732
Percentage Change in Index Level from
Initial Index Level NA 1.065% 0.6154% -8.265% -10.338% -10.528%
Cumulative Past Coupons NA NA $ 10.65 $ 10.65 $ 10.65 $ 10.65
Annual Coupon NA $ 10.65 $ 0.00 $ 0.00 $ 0.00 $ 0.00
Index CAGR NA 1.07% 0.31% -2.83% -2.69% -2.20%
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Time Period
Initial
Level Year 1 Year 2 Year 3 Year 4 Year 5
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Discontinuance of the Equity Component

        If the relevant Component Sponsor discontinues publication of the Equity Component and it or another entity publishes a successor or
substitute Equity Component that the Calculation Agent determines is comparable to the discontinued Equity Component (such new Equity
Component being referred to as a "Successor"), then the Calculation Agent may determine the amount payable on any Coupon Payment Date by
reference to the Successor in place of the original Equity Component.

        Upon any selection by the Calculation Agent of a Successor, the Calculation Agent will notify us and the Trustee, who will provide notice
of the selection of the Successor to the registered holders of the Notes.

        If the relevant Component Sponsor discontinues publication of the Equity Component prior to, and such discontinuance is continuing on,
any Calculation Date and the Calculation Agent determines that no Successor is available at such time, then, on such date, the Calculation Agent
may calculate the appropriate Closing Level (as defined below). In such an event, the Closing Level will be computed by the Calculation Agent
in accordance with the formula for and method of calculating the Closing Level of the Equity Component last in effect prior to such
discontinuance, using the Closing Level (or, if trading in the relevant securities has been materially suspended or materially limited, its good
faith estimate of the Closing Level that would have prevailed but for such suspension or limitation) at the close of the principal trading session
on such date of each security most recently comprising the Equity Component on the primary organized exchange or trading system on which
such securities trade.

        "Closing Level" means, with respect to the Equity Component, as of any date of determination, the official closing level as published by its
Component Sponsor; with respect to the Real Estate Component, as of any date of determination, the official closing price on its primary
exchange as reported in the official price determination mechanism for such primary exchange; and with respect to the Bond Component, as of
any date of determination, the sum of (i) the official closing price on its primary exchange as reported in the official price determination
mechanism for such primary exchange plus (ii) the reinvestment of any distributions or dividends received in respect of such investment. With
respect to any other security on any date, Closing Level means the last reported sales price regular way on such date or, if no such reported sale
takes place on such date, the average of the reported closing bid and asked price regular way on such date, in either case on the primary
organized exchange or trading system on which such security is then listed or admitted to trading.

Adjustments to the Components or the Index

        If at any time (i) the method of calculating any Component is changed in a material respect, (ii) a Component, is in any other way modified
so that such Component does not, in the opinion of the Calculation Agent, fairly represent the level of the Component had such changes or
modifications not been made, or (iii) there is a material change or modification to the Lehman Brothers U.S. Aggregate Index or the Dow Jones
U.S. Real Estate Index then, from and after such time, the Calculation Agent may make such calculations and adjustments as, in its good faith
judgment, may be necessary to arrive at a level of a security index comparable to the relevant Component as the case may be, as if such changes
or modifications had not been made. In such an event, the Calculation Agent will calculate the amount payable on any Coupon Payment Date
with reference to the Component as adjusted. If the method of calculating any Component is modified so that the level of such Component is a
fraction of what it would have been if it had not been modified (for example, due to a split in the Component), then the Calculation Agent may
adjust such Component in order to arrive at a level of the Component as if it had not been modified (for example, as if such split had not
occurred).

        If a Successor is selected, or the Calculation Agent adjusts the value of any Component that Successor or its adjusted value will be used as a
substitute for the Component for all purposes, including for purposes of determining whether a Market Disruption Event has occurred or exists.
The
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selection of a Successor or the adjustment of the value of a Component may adversely affect the value of the Notes.

Corporate Events Affecting the Real Estate Component or the Bond Component

        If one of the events described below occurs and the Calculation Agent determines that the event has a diluting or concentrative effect on the
value of the Real Estate Component or the Bond Component, then, from and after such time, the Calculation Agent may make such calculations
and adjustments as, in its good faith judgment, may be necessary to arrive at a value comparable to the relevant Component as if such changes or
modifications had not been made. The Calculation Agent will also determine the effective date of any such adjustment. In such an event, the
Calculation Agent will calculate the amount payable on any Coupon Payment Date with reference to such Component as adjusted in place of the
original Real Estate Component or Bond Component, as the case may be.

        If the Calculation Agent determines that an adjustment will not result in a value comparable to the Component as if such changes or
modifications had not been made, then the Calculation Agent will substitute another fund in the real estate sector or bond sector, as applicable,
that is comparable to the relevant Component as if such changes or modifications had not been made (such entity a "Successor") and determine
the amount payable on any Coupon Payment Date by reference to the Successor in place of the original Real Estate Component or Bond
Component, as applicable. In the case of a merger, consolidation or other combination of the Real Estate Component or the Bond Component, if
the Calculation Agent determines, in its sole discretion, that the surviving entity is comparable to the Real Estate Component or Bond
Component, as applicable, before such event, then the Calculation Agent may deem the surviving entity a Successor and determine the amount
payable on any Coupon Payment Date by reference to the Successor in place of the original Component.

        If the Calculation Agent determines that an adjustment will not result in a value comparable to the Real Estate Component or Bond
Component, as applicable, as if such changes or modifications had not been made, and further determines that no Successor is available at such
time, then, on each Calculation Date, the Calculation Agent may calculate the appropriate Closing Level of such Component. In such an event,
the Closing Level of the relevant Component on any Calculation Date will be computed by the Calculation Agent based on the Closing Levels at
the close of the principal trading session on such date of each security most recently comprising such Component on the primary organized
exchange or trading system on which such securities trade, (or, if trading in the relevant securities has been materially suspended or materially
limited, its good faith estimate of the Closing Level that would have prevailed but for such suspension or limitation), making such substitutions
and adjustments to the securities used in such calculation from time to time as the Calculation determines are necessary in its sole discretion.

        The following events are those that may require an adjustment:

�
the shares of the Real Estate Component or the Bond Component are reclassified or changed;

�
the Real Estate Component or the Bond Component has been subject to a merger, consolidation or other combination;

�
the Real Estate Component or the Bond Component sells or otherwise transfers its property and assets as an entirety or
substantially as an entirety to another entity;

�
the Real Estate Component or the Bond Component effects an extraordinary dividend or a spin-off�that is, issues to all
holders of shares of such Component securities of another issuer; or

�
any other similar event that may have a diluting or concentrative effect on the theoretical value of the Real Estate
Component or the Bond Component.
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        If more than one event requiring adjustment occurs, the calculation agent will make such an adjustment for each event in the order in which
the events occur, and on a cumulative basis.

Market Disruption Events

        If there is a Market Disruption Event with respect to a Component on a Calculation Date, that Calculation Date will be the first succeeding
Trading Day on which there is no Market Disruption Event. In no event, however, will the Calculation Date be a date that is postponed by more
than three Scheduled Trading Days following the original date that, but for the Market Disruption Event, would have been the Calculation Date.
In that case, the third Scheduled Trading Day will be deemed to be the Calculation Date, notwithstanding the Market Disruption Event. For a
Market Disruption Event with respect to the Equity Component, the Calculation Agent will determine the Index Level on that third Scheduled
Trading Day in accordance with the formula for and method of calculating the level of the Equity Component in effect prior to the Market
Disruption Event. In such an event, the Calculation Agent will use the Closing Level of each security in the Equity Component as described
above under "Discontinuance of the Equity Component". For a Market Disruption Event with respect to the Real Estate Component or the Bond
Component, the Calculation Agent will determine the Index Level on that third Scheduled Trading Day based on the Closing Levels at the close
of the principal trading session on such date of each security most recently comprising the Real Estate Component or the Bond Component, as
applicable, as described above under "Corporate Events Affecting the Real Estate Component and the Bond Component" (or, if trading in any
such security has been materially suspended or materially limited, the Calculation Agent's good faith estimate of the Closing Level that would
have prevailed but for such suspension or limitation).

        If there is a Market Disruption Event with respect to the Index on a Calculation Date that is a Trading Day, the Calculation Agent will
determine the Index Level on such Trading Day in accordance with the formula for and method of calculating the Index described above under
"Description of the Notes" using the Closing Level of each Component on such day.

        A "Market Disruption Event" means, with respect to the Equity Component, any Scheduled Trading Day on which the Component Sponsor
fails to publish the Closing Level, with respect to the Real Estate Component and the Bond Component, any Scheduled Trading Day on which
the primary exchange fails to report a Closing Level and, with respect to the Index, any Trading Day on which the Strategy Sponsor fails to
publish the Index Level.

        A "Trading Day" means a day on which the Closing Level of the Equity Component is published by its Component Sponsor and the
Closing Levels of the Real Estate Component and the Bond Component are available on their respective primary exchanges.

        A "Scheduled Trading Day" means a day on which, but for the occurrence of a Market Disruption Event, the Closing Level of the Equity
Component would have been published by its Component Sponsor or the Closing Level of the Real Estate Component or the Bond Component
would have been available on their respective primary exchanges.

Redemption; Defeasance

        The Notes are not subject to redemption before maturity, and are not subject to the defeasance provisions described in the section
"Description of Debt Securities�Defeasance" in the accompanying prospectus.

Events of Default and Acceleration

        If an Event of Default (as defined in the accompanying prospectus) with respect to any Notes has occurred and is continuing, then the
amount payable to you, as a beneficial owner of a Note, upon any
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acceleration permitted by the Notes will be equal to the amount of the coupon as if the third Trading Day prior to the Maturity Date was the final
Calculation Date of the Notes, adjusted by an amount equal to any losses, expenses and costs to us of unwinding any underlying or related
hedging or funding arrangements, all as determined by the Calculation Agent in its sole and absolute discretion. If a bankruptcy proceeding is
commenced in respect of us, the claims of the holder of a Note may be limited under Title 11 of the United States Code.

Same-Day Settlement and Payment

        Settlement for the Notes will be made by Bear, Stearns & Co. Inc. in immediately available funds. Payments of the coupon will be made by
us in immediately available funds, so long as the Notes are maintained in book-entry form.

Calculation Agent

        The Calculation Agent for the Notes will be Bear, Stearns & Co. Inc. All determinations made by the Calculation Agent will be at the sole
discretion of the Calculation Agent and will be conclusive for all purposes and binding on us and the beneficial owners of the Notes, absent
manifest error and provided the Calculation Agent shall be required to act in good faith in making any determination. Manifest error by the
Calculation Agent, or any failure by it to act in good faith, in making a determination adversely affecting the payment of principal, interest or
premium on principal to registered holders of the Notes (the "Holders") would entitle the Holders, or the Trustee acting on behalf of the Holders,
to exercise rights and remedies available under the Indenture. If the Calculation Agent uses its discretion to make a determination, the
Calculation Agent will notify us and the Trustee, who will provide notice to the Holders.

DESCRIPTION OF THE COMPONENTS

Neither we nor any of our affiliates assumes any responsibility for the adequacy or accuracy of the information about the Components,
including information regarding each Component's make-up, method of calculation or changes in its composition, as applicable, contained in
this Pricing Supplement or in any publicly available filings or other documents made available by the Component Sponsor or any other person
or entity. You should make your own investigation into each Component.

        The iShares® U.S. Real Estate Index Fund and the iShares® Lehman Aggregate Bond Fund are each investment portfolios of the iShares
Trust, an investment company registered under the Investment Company Act of 1940, as amended (the "1940 Act") and the Securities Exchange
Act of 1934 (the "Exchange Act"), that consists of over eighty separate investment portfolios. Issuers registered under the Exchange Act and the
1940 Act are required to file periodically certain financial and other information specified by the Securities and Exchange Commission ("the
Commission"). Information provided to or filed with the Commission can be inspected and copied at the public reference facilities maintained
by the Commission at Room 1024, 450 Fifth Street, N.W., Washington, D.C. 20549 or at its Regional Offices located at Suite 1400, Citicorp
Center, 500 West Madison Street, Chicago, Illinois 60661 and at the Woolworth Building, 233 Broadway, New York, New York 10279, and
copies of such material can be obtained from the Public Reference Section of the Commission, 450 Fifth Street, N.W., Washington, D.C. 20549,
at prescribed rates. In addition, information provided to or filed with the Commission electronically can be accessed through a website
maintained by the Commission. The address of the Commission's website is http://www.sec.gov.

        In addition, information regarding the Components may be obtained from other sources including, but not limited to, press releases,
websites, newspaper articles and other publicly disseminated documents. We make no representation or warranty as to the accuracy or
completeness of such reports.
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        This Pricing Supplement relates only to the Notes offered hereby and does not relate to the Components or other securities of the
Component Sponsors, the investment advisers indicated below or the iShares Trust. We have derived all disclosures contained in this Pricing
Supplement regarding the Components from publicly available documents. Neither we, nor Bear, Stearns & Co. Inc. have participated in the
preparation of such documents or made any due diligence inquiry with respect to the Components in connection with the offering of the Notes.
Neither we nor Bear, Stearns & Co. Inc. make any representation that such publicly available documents or any other publicly available
information regarding the Components are accurate or complete. Furthermore, we cannot give any assurance that all events occurring prior to the
date hereof (including events that would affect the accuracy or completeness of the publicly available documents described in the preceding
paragraph) that would affect the trading price of Real Estate Component or the Bond Component or the level of the Equity Component (and
therefore the Initial Index Level) have been publicly disclosed. Subsequent disclosure of any such events or the disclosure of or failure to
disclose material future events concerning the Components could affect the value received on any date with respect to the Notes and, therefore,
the trading prices of the Notes. Neither we nor Bear, Stearns & Co. Inc. have any obligation to disclose any information about any Component
after the date of this Pricing Supplement.

        The information below provides a brief description of each Component and the high, low and end-of-period closing prices for the Real
Estate Component and the high, low and end-of-period closing levels for the Equity Component for each calendar quarter in the period from
1997 to 2005, the first and second calendar quarters of 2006 and the third calendar quarter of 2006 through September 15, 2006, as well as the
high, low and end-of-period closing prices for the Bond Component for each calendar quarter in the period from its inception on September 26,
2003 to 2005, the first and second calendar quarters of 2006 and the third calendar quarter of 2006 through September 15, 2006. With respect to
each Component, we obtained the information in the tables below from Bloomberg Financial Service, without independent verification by the
respective Component Sponsor. The historical prices of the Real Estate Component and Bond Component and the historical levels of the Equity
Component should not be taken as an indication of future performance, and no assurance can be given that the price or level, as applicable, of
each Component will increase sufficiently from year to year to cause the holders of the Notes to receive any coupon.

The S&P 500® Index ("SPX")

        The S&P 500® Index ("SPX") is published by S&P and, according to publicly available information, is intended to track the price
movements of the common stocks comprising the SPX. The calculation of the value of the SPX (discussed below in further detail) is based on
the relative value of the aggregate market value (as defined below) of the common stocks of 500 companies as of a particular time, compared to
the aggregate average market value of the common stocks of 500 similar companies during the Base Period of the years 1941 through 1943.

S&P 500® Index Composition

        S&P chooses common stocks for inclusion in the SPX with the aim of achieving a distribution by broad industry groupings that
approximates the distribution of these groupings in the common stock population of the NYSE, which S&P uses as an assumed model for the
composition of the total market. Relevant criteria employed by S&P include: the viability of the company issuing the particular common stock,
the extent to which that company represents the industry group to which it is assigned, the extent to which the market price of that company's
common stock is generally responsive to changes in the affairs of the relevant industry, and the market value and trading activity of the common
stock of that company. For more information concerning the composition of the SPX see S&P's website at http://www.spglobal.com.
Information contained in S&P's website is not incorporated by reference in, and should not be considered as part of, this Pricing Supplement.
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        As of September 14, 2006, the common stocks of 424 companies or 84.8% of the market capitalization of the SPX were traded on the
NYSE; the common stocks of 76 companies or 15.2% of the market capitalization of the SPX were traded on the Nasdaq. None of the common
stocks included in the SPX were traded on the AMEX. The stocks of ten main groups of companies comprise the SPX, with the approximate
percentage of the market capitalization of the SPX included in each group as of June 30, 2006 indicated in parentheses: Consumer Discretionary
(9.93%); Consumer Staples (9.92%); Energy (9.65%); Financials (21.84%); Health Care (12.93%); Industrials (10.79%); Information
Technology (15.04%); Materials (2.95%); Telecommunication Services (3.46%); and Utilities (3.50%). The Component Sponsor may from time
to time, in its sole discretion, add common stocks to, or delete common stocks from, the SPX to achieve the objectives stated above.

        THE SPX DOES NOT REFLECT THE PAYMENT OF DIVIDENDS ON THE STOCKS UNDERLYING IT AND THEREFORE THE
SPX PRICE RETURN AMOUNT ON THE NOTES WILL NOT PRODUCE THE SAME RETURN YOU WOULD HAVE RECEIVED HAD
YOU PURCHASED SUCH UNDERLYING STOCKS AND HELD THEM UNTIL THE MATURITY DATE OF THE NOTES.

Computation of the SPX until March 17, 2005

        While the S&P employed the following methodology to calculate the SPX, the S&P announced changes in the methodology which took
effect on March 18, 2005 and certain additional charges took effect on September 16, 2005. See the section "Computation of the SPX after
September 16, 2005."

        Prior to March 18, 2005, the S&P computed the SPX as of a particular time, as follows:

        (a)   the product of the market price per share and the number of then outstanding shares of each component stock was determined
as of such time (such product referred to as the "Market Value" of such stock);

        (b)   the Market Value of all component stocks as of such time (as determined under clause (a) above) were aggregated;

        (c)   the mean average of the Market Values as of each week in the Base Period of the years 1941 through 1943 of the common
stock of each company in a group of 500 substantially similar companies was determined;

        (d)   the mean average Market Values of all such common stocks over such Base Period (as determined under clause (c) above)
were aggregated (such aggregate amount being referred to as the "base value");

        (e)   the aggregate Market Value of all component stocks as of such time (as determined under clause (b) above) was divided by
the Base Value; and

        (f)    the resulting quotient (expressed in decimals) was multiplied by ten.

        The Component Sponsor adjusted the foregoing formula to negate the effects of changes in the Market Value of a component stock that
were determined by the S&P to be arbitrary, or not due to true market fluctuations. Such changes may have resulted from such causes as the
issuance of stock dividends, the granting to shareholders of rights to purchase additional shares of such stock, the purchase of shares by
employees pursuant to employee benefit plans, certain consolidations and acquisitions, the granting to shareholders of rights to purchase other
securities of the company, the substitution by the S&P of particular component stocks in the SPX, and other reasons. In all such cases, the S&P
first recalculated the aggregate Market Value of all component stocks (after taking account of the new market price per share of the particular
component stock, or the new number of
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outstanding shares thereof, or both, as the case may be) and then determined the new base value in accordance with the following formula:

( old base value x new Market Value

old Market Value

) = new base value

        The result was that the Base Value was adjusted in proportion to any change in the aggregate Market Value of all component stocks
resulting from the causes referred to above, to the extent necessary to negate the effects of such causes upon the SPX.

Computation of the SPX after September 16, 2005

        Since March 18, 2005, the S&P has partially adjusted the SPX from a market capitalization weighted formula to a float-adjusted formula,
and on September 16, 2005 the SPX was fully float adjusted. The Component Sponsor's criteria for selecting stocks for the SPX have not been
changed by the shift to float adjustment. However, the adjustment affected each company's weight in the SPX (i.e., its Market Value). Under
float adjustment, the share counts used in calculating the SPX will reflect only those shares that are available to investors, not all of a company's
outstanding shares. The Component Sponsor defines three groups of shareholders whose holdings are subject to float adjustment:

�
holdings by other publicly traded corporations, venture capital firms, private equity firms, strategic partners, or leveraged
buyout groups;

�
holdings by government entities, including all levels of government in the United States or foreign countries; and

�
holdings by current or former officers and directors of the company, founders of the company, or family trusts of officers,
directors, or founders, as well as holdings of trusts, foundations, pension funds, employee stock ownership plans, or other
investment vehicles associated with and controlled by the company.

        However, treasury stock, stock options, restricted shares, equity participation units, warrants, preferred stock, convertible stock, and rights
are not part of the float. In cases where holdings in a group exceed 10% of the outstanding shares of a company, the holdings of that group will
be excluded from the float-adjusted count of shares to be used in the SPX calculation.

        Mutual funds, investment advisory firms, pension funds, or foundations not associated with the company and investment funds in insurance
companies, shares of a United States company traded in Canada as "exchangeable shares," shares that trust beneficiaries may buy or sell without
difficulty or significant additional expense beyond typical brokerage fees, and, if a company has multiple classes of stock outstanding, shares in
an unlisted or non-traded class if such shares are convertible by shareholders without undue delay and cost, are also part of the float.

        For each stock, an investable weight factor ("IWF") was calculated by dividing the available float shares, defined as the total shares
outstanding less shares held in one or more of the three groups listed above where the group holdings exceed 10% of the outstanding shares, by
the total shares outstanding. On March 18, 2005, the SPX moved half way to float adjustment, meaning that if a stock had an IWF of 0.80, the
IWF used to calculate the SPX between March 18, 2005 and September 16, 2005 was 0.90. The float-adjusted Index is now calculated by
dividing the sum of the IWF multiplied by both the price and the total shares outstanding for each stock by the index divisor. For companies with
multiple classes of stock, the S&P calculates the weighted average IWF for each stock using the proportion of the total company market
capitalization of each share class as weights.
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        The SPX is calculated using a base-weighted aggregate methodology: the level of the SPX reflects the total Market Value of all 500
component stocks relative to the SPX's Base Period of 1941-43 (the "Base Period"). An indexed number is used to represent the results of this
calculation in order to make the value easier to work with and track over time. The actual total Market Value of the component stocks during the
Base Period has been set equal to an indexed value of 10. This is often indicated by the notation 1941-43=10. In practice, the daily calculation of
the SPX is computed by dividing the total Market Value of the component stocks by a number called the index divisor. By itself, the index
divisor is an arbitrary number. However, in the context of the calculation of the SPX, it is the only link to the original Base Period level of the
SPX. The index divisor keeps the SPX comparable over time and is the manipulation point for all adjustments to the SPX ("Index
Maintenance").

        Index Maintenance includes monitoring and completing the adjustments for company additions and deletions, share changes, stock splits,
stock dividends, and stock price adjustments due to company restructurings or spinoffs. To prevent the level of the SPX from changing due to
corporate actions, all corporate actions which affect the total Market Value of the SPX require an index divisor adjustment. By adjusting the
index divisor for the change in total Market Value, the level of the SPX remains constant. This helps maintain the level of the SPX as an
accurate barometer of stock market performance and ensures that the movement of the SPX does not reflect the corporate actions of individual
companies in the SPX. All index divisor adjustments are made after the close of trading and after the calculation of the SPX Closing Level.
Some corporate actions, such as stock splits and stock dividends, require simple changes in the common shares outstanding and the stock prices
of the companies in the SPX and do not require index divisor adjustments.

        The table below summarizes the types of Index Maintenance adjustments and indicates whether or not an index divisor adjustment is
required.

Type of Corporate Action Adjustment Factor
Divisor Adjustment Required

Type of Corporate Action Adjustment Factor

Divisor
Adjustment
Required

Stock split (e.g., 2-for-1) Shares outstanding multiplied by 2; stock price divided by 2 No
Share issuance (i.e., change =5%) Shares outstanding plus newly issued shares Yes
Share repurchase (i.e., change =5%) Shares outstanding minus repurchased shares Yes
Special cash dividends Share price minus special dividend Yes
Company change Add new company Market Value minus old company Market Value Yes
Rights offering

Price of parent company - ( price of rights

rights ratio

) Yes

Spinoffs
Price of parent company - ( price of spinoff company

share exchange ratio

) Yes

        Stock splits and stock dividends do not affect the index divisor of the SPX because, following a split or dividend, both the stock price and
number of shares outstanding are adjusted by the S&P so that there is no change in the Market Value of the component stock. All stock split and
dividend adjustments are made after the close of trading on the day before the ex-date.
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        Each of the corporate events exemplified in the table requiring an adjustment to the index divisor has the effect of altering the Market Value
of the component stock and consequently of altering the aggregate Market Value of the component stocks (the "Post-Event Aggregate Market
Value"). In order that the level of the index (the "Pre-Event Index Value") not be affected by the altered Market Value (whether increase or
decrease) of the affected component stock, a new index divisor ("New Divisor") is derived as follows:

( Post-Event Aggregate Market Value

New Divisor

) = Pre-Event Index Value

= New Divisor x ( Post-Event Aggregate Market Value

Pre-Event Index Value

)

        A large part of the SPX Maintenance process involves tracking the changes in the number of shares outstanding of each of the SPX
companies. Four times a year, on a Friday close to the end of each calendar quarter, the share totals of companies in the SPX are updated as
required by any changes in the number of shares outstanding. After the totals are updated, the index divisor is adjusted to compensate for the net
change in the total Market Value of the SPX. In addition, any changes over 5% in the current common shares outstanding for the SPX
companies are carefully reviewed on a weekly basis, and when appropriate, an immediate adjustment is made to the index divisor.

iShares® Dow Jones U.S. Real Estate Index Fund

        According to publicly available information, the iShares® Dow Jones U.S. Real Estate Index Fund ("IYR") is traded on the New York
Stock Exchange. The stated objective of the IYR is to achieve investment results that correspond generally to the price and yield performance,
before fees and expenses, of the Dow Jones U.S. Real Estate Index. Dow Jones & Company is the Strategy Sponsor of the Dow Jones U.S. Real
Estate Index and Barclays Global Fund Advisors is the investment adviser to the IYR.

        The Dow Jones U.S. Real Estate Index measures the performance of the real estate sector of the U.S. equity market and includes companies
in the following sub-sectors: real estate holding and development and real estate investment trusts. The Strategy Sponsor determines the relative
weightings of the securities in the Dow Jones U.S. Real Estate Index and publishes information regarding the market value of the Dow Jones
U.S. Real Estate Index. The IYR uses a "Representative Sampling" strategy to try to track the Dow Jones U.S. Real Estate Index and will
concentrate its investments in a particular industry or group of industries to approximately the same extent as the Dow Jones U.S. Real Estate
Index is so concentrated. Securities selected have aggregate investment characteristics (based on market capitalization and industry weightings),
fundamental characteristics (such as return variability, earnings valuation and yield) and liquidity measures similar to those of the Dow Jones
U.S. Real Estate Index. It is possible that the IYR will not hold all of the securities that are included in the Dow Jones U.S. Real Estate Index.
However, the IYR invests at least 90% of its assets in the securities of the Dow Jones U.S. Real Estate Index. The IYR may invest the remainder
of its assets in securities not included in the Dow Jones U.S. Real Estate Index, but which the investment adviser believes will help the IYR track
the Dow Jones U.S. Real Estate Index. For example, the IYR may invest in securities not included in the Dow Jones U.S. Real Estate Index in
order to reflect various corporate actions (such as mergers) and other changes in the Dow Jones U.S. Real Estate Index (such as reconstitutions,
additions and deletions). The IYR also may invest its other assets in futures contracts, options on futures contracts, options, and swaps related to
the Dow Jones U.S. Real Estate Index, as well as cash and cash equivalents, including shares of money market funds affiliated with the
investment adviser.
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iShares® Lehman Aggregate Bond Fund

        According to publicly available information, the iShares® Lehman Aggregate Bond Fund ("AGG") is traded on the American Stock
Exchange. The stated objective of the AGG is to achieve investment results that correspond generally to the price and yield performance, before
fees and expenses, of the total United States investment grade bond market as defined by the Lehman Brothers U.S. Aggregate Index. Lehman
Brothers is the Strategy Sponsor of the Lehman Brothers U.S. Aggregate Index and Barclays Global Fund Advisors is the investment adviser to
the AGG.

        The investment adviser uses a "Representative Sampling" indexing strategy, investing the assets of the AGG in a representative sample of
bonds in the Lehman Brothers U.S. Aggregate Index, which have an investment profile similar to the Lehman Brothers U.S. Aggregate Index.
Bonds selected have aggregate investment characteristics (based on market capitalization and industry weightings), fundamental characteristics
(such as return variability, earnings valuation and yield) and liquidity measures similar to those of the Lehman Brothers U.S. Aggregate Index.
The AGG tracks the performance of the Lehman Brothers U.S. Aggregate Index by investing approximately 90% of its assets in the bonds
represented in the Lehman Brothers U.S. Aggregate Index and in securities that provide substantially similar exposure to securities in the
Lehman Brothers U.S. Aggregate Index. The AGG may invest the remainder of its assets in bonds not included in the Lehman Brothers U.S.
Aggregate Index, but which the investment adviser believes will help the AGG track the Lehman Brothers U.S. Aggregate Index, as well as in
cash and high-quality, liquid short-term instruments, including shares of money market funds affiliated with the investment adviser. For
example, the AGG may invest in securities not included in the Lehman Brothers U.S. Aggregate Index in order to reflect various corporate
actions (such as mergers) and other changes in the Lehman Brothers U.S. Aggregate Index (such as reconstitutions, additions and deletions). As
of May 31, 2006, approximately 35% of the bonds represented in the Lehman Brothers U.S. Aggregate Index were U.S. agency mortgage
pass-through securities. U.S. agency mortgage pass-through securities are securities issued by entities such as the Government National
Mortgage Association and the Federal National Mortgage Association that are backed by pools of mortgages. Most transactions in mortgage
pass-through securities occur through standardized contracts for future delivery in which the exact mortgage pools to be delivered are not
specified until a few days prior to settlement. The AGG expects to enter into such contracts on a regular basis. The AGG, pending settlement of
such contracts, will invest its assets in high-quality, liquid short-term instruments, including shares of money market funds affiliated with the
investment adviser.
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S&P 500® Index

        The following table sets forth the highest and lowest closing levels during each of the relevant quarters, as well as the end-of-quarter
closing levels, of the S&P 500® Index for each quarter beginning with April 1, 2001.

High Low Period End

2001
Second Quarter 1,315.93 1,091.99 1,224.42
Third Quarter 1,239.78 944.75 1,040.94
Fourth Quarter 1,173.62 1,026.76 1,148.08

2002
First Quarter 1,176.97 1,074.36 1,147.39
Second Quarter 1,147.84 952.92 989.82
Third Quarter 994.46 775.68 815.28
Fourth Quarter 954.28 768.63 879.82

2003
First Quarter 935.05 788.90 848.18
Second Quarter 1,015.33 847.85 974.50
Third Quarter 1,040.29 960.84 995.97
Fourth Quarter 1,112.56 995.97 1,111.92

2004
First Quarter 1163.23 1,087.06 1,126.21
Second Quarter 1,150.57 1,076.32 1,140.84
Third Quarter 1,140.84 1,060.72 1,114.58
Fourth Quarter 1,217.33 1,090.19 1,211.92

2005
First Quarter 1,229.11 1,163.69 1,180.59
Second Quarter 1,219.59 1,136.15 1,191.33
Third Quarter 1,245.86 1,183.55 1,228.81
Fourth Quarter 1,275.80 1,168.20 1,248.29

2006
First Quarter 1,310.88 1,245.74 1,294.83
Second Quarter 1,326.70 1,219.29 1,270.20
Third Quarter 1,339.15 1,234.49 1,335.85
Fourth Quarter (through October 9, 2006) 1,353.22 1,331.32 1,350.66
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iShares® Dow Jones U.S. Real Estate Index Fund

        The following table sets forth the highest and lowest closing prices during each of the relevant quarters, as well as the end-of-quarter
closing prices, of the iShares® Dow Jones U.S. Real Estate Index Fund for each quarter beginning with April 1, 2001.

High Low Period End

2001
Second Quarter 41.52 36.85 41.17
Third Quarter 43.08 36.98 39.63
Fourth Quarter 40.45 36.70 39.90

2002
First Quarter 42.83 39.31 42.60
Second Quarter 44.70 41.81 43.60
Third Quarter 43.68 34.88 39.08
Fourth Quarter 39.57 34.73 38.65

2003
First Quarter 39.50 36.12 38.33
Second Quarter 44.15 38.49 42.30
Third Quarter 46.18 42.14 45.71
Fourth Quarter 50.25 45.63 49.64

2004
First Quarter 54.94 49.24 54.73
Second Quarter 55.45 43.75 50.52
Third Quarter 55.93 49.34 5..98
Fourth Quarter 62.39 54.10 61.60

2005
First Quarter 61.97 55.40 56.10
Second Quarter 56.07 55.35 63.60
Third Quarter 68.46 62.05 64.27
Fourth Quarter 66.64 58.50 64.15

2006
First Quarter 75.02 63.96 73.50
Second Quarter 73.68 66.58 71.25
Third Quarter 78.25 71.29 77.15
Fourth Quarter (through October 9, 2006) 79.23 77.13 79.18
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iShares® Lehman Aggregate Bond Fund

        The following table sets forth the highest and lowest closing prices during each of the relevant quarters, as well as the end-of-quarter
closing prices, of the iShares® Lehman Aggregate Bond Fund for each quarter beginning with September 26, 2003, the date of inception.

High Low Period End

2003
September 26 to September 30 102.74 102.00 102.70
Fourth Quarter 102.80 100.55 102.15

2004
First Quarter 104.58 101.30 103.95
Second Quarter 103.78 98.85 100.54
Third Quarter 103.25 100.02 102.67
Fourth Quarter 103.44 101.50 102.40

2005
First Quarter 103.50 100.25 100.93
Second Quarter 103.47 100.72 103.38
Third Quarter 102.96 100.97 101.55
Fourth Quarter 101.24 99.34 100.59

2006
First Quarter 101.35 98.70 99.08
Second Quarter 98.96 96.00 97.44
Third Quarter 100.26 96.91 100.16
Fourth Quarter (through October 9, 2006) 100.21 99.53 99.74

License Agreements

        We have entered or expect to enter into non-exclusive license agreements with Standard & Poor's and Lehman Brothers Inc., whereby we
and our affiliates, in exchange for a fee, will be permitted to use the S&P 500® Index and Lehman Brothers U.S. Aggregate Index in connection
with the offer and sale of the Notes.

        All disclosures contained in this pricing supplement regarding the Components, including their make-up, methods of calculation and
changes in their composition, as applicable, are derived from publicly available information. None of us, Bear, Stearns & Co. Inc. or the Trustee
assumes any responsibility for the accuracy or completeness of such information.

S&P 500® Index

        We have entered into a non-exclusive license agreement with Standard & Poor's ("S&P") providing for the license to us, in exchange for a
fee, of the right to use the S&P 500® Index ("SPX"), which is owned and published by S&P, in connection with certain securities, including the
Notes. The license agreement between S&P and us provides that the following language must be set forth in this pricing supplement.

        The Notes are not sponsored, endorsed, sold or promoted by S&P. S&P makes no representation or warranty, express or implied, to the
owners of the Notes or any member of the public regarding the advisability of investing in securities generally or in the Notes particularly.
S&P's only relationship to us is the licensing of certain trademarks, trade names and service marks of S&P and of the SPX, which is determined,
composed and calculated by S&P without regard to us or the Notes. S&P has no obligation to take our needs or the needs of holders of the Notes
into consideration in determining, composing, or calculating the SPX. S&P is not responsible for and has not participated in the
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determination of the timing of, prices at which Notes are sold, or quantities of the Notes to be issued or in the determination or calculation of the
amount payable at maturity. S&P has no obligation or liability in connection with the administration, marketing, or trading of the Notes.

        S&P does not guarantee the accuracy and/or the completeness of the SPX or any data included therein and S&P shall have no liability for
any errors, omissions, or interruptions therein. S&P makes no warranty, express or implied, as to results to be obtained by us, owners of the
Notes, or any other person or entity from the use of the SPX or any data included therein. S&P makes no express or implied warranties, and
expressly disclaims all warranties of merchantability or fitness for a particular purpose or use with respect to the Index or any data included
therein. Without limiting any of the foregoing, in no event shall S&P have any liability for any lost profits or indirect, punitive, special, or
consequential damages or losses, even if notified of the possibility thereof. There are no third party beneficiaries or any agreements or
arrangements between S&P and us.

        "Standard & Poor's®," "S&P®," "S&P 500®," "Standard & Poor's 500" and "500" are trademarks of The McGraw-Hill Companies, Inc.
and have been licensed for use by us. The Notes are not sponsored, endorsed, sold or promoted by S&P and S&P makes no representation
regarding the advisability of investing in the Notes.

Lehman Brothers U.S. Aggregate Index

        We have entered into a non-exclusive license agreement with Lehman Brothers Inc. ("Lehman") providing for the license to us, in exchange
for a fee, of the right use the Lehman Brothers U.S. Aggregate Index, which is owed and published by Lehman, in connection with certain
securities, including the Notes. The license agreement between Lehman and us provides that the following language must be set for in this
pricing supplement.

        The Product(s) is not sponsored, endorsed, sold or promoted by Lehman. Lehman makes no representation or warranty, express or implied,
to the owners of the Products(s) or any member of the public regarding the advisability of investing in securities generally or in the Product(s)
particularly or the ability of the Lehman Indices, including without limitation, the Approved Indices, to track general bond market performance.
Lehman's only relationship to the Licensee is the licensing of the Approved Indices which is determined, composed and calculated by Lehman
without regard to the Licensee or the Product(s). Lehman has no obligation to take the needs of the Licensee or the owners of the Product(s) into
consideration in determining, composing or calculating the Approved Indices. Lehman is not responsible for and has not participated in the
determination of the timing of, prices at, or quantities of the Product(s) to be issued or in the determination or calculation of the equation by
which the Product(s) is to be converted into cash. Lehman has no obligation or liability in connection with the administration, marketing or
trading of the Product(s).

        LEHMAN BROTHERS DOES NOT GUARANTEE THE QUALITY, ACCURACY AND/OR THE COMPLETENESS OF THE
LEHMAN INDICES, OR ANY DATA INCLUDED THEREIN, OR OTHERWISE OBTAINED BY THE BEAR STEARNS
COMPANIES INC., OWNERS OF THE PRODUCTS(S), OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE LEHMAN
INDICES, INCLUDING WITHOUT LIMITATION, THE APPROVED INDICES, IN CONNECTION WITH THE RIGHTS LICENSED
HEREUNDER OR FOR ANY OTHER USE. LEHMAN MAKES NO EXPRESS OR IMPLIED WARRANTIES, AND HEREBY
EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY OF FITNESS FOR A PARTICULAR PURPOSE OR USE
WITH RESPECT TO THE INDICES, INCLUDING WITHOUT LIMITATION, THE APPROVED INDICES, OR ANY DATA INCLUDED
THEREIN. WITHOUT LIMITING ANY OF THE FOREGOING, IN NO EVENT SHALL LEHMAN HAVE ANY LIABILITY FOR ANY
SPECIAL, PUNITIVE, INDIRECT, OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF THE
POSSIBILITY OF SUCH DAMAGES.
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HYPOTHETICAL HISTORICAL PERFORMANCE DATA

The following hypothetical historical information should not be taken as an indication of the future performance of the Index over the term
of the Notes or the future coupons thereunder.

        Neither the Notes nor the Index have a trading history. As a consequence, the following hypothetical historical performance data is based
on the application of the Index to the actual historical performance of the Components and to hypothetical investments having varying maturities
but otherwise having the same characteristics as the Notes. No future performance of the Notes or the Index may be inferred from any of the
historical simulations set forth herein.

        For the period of time from and including September 26, 2003 to and including August 31, 2006, the hypothetical historical performance
data set forth below was derived from data provided on the Bloomberg Financial Service with respect to each Component, in each case, without
independent verification from the Issuer.

        For the period of time from and including August 31, 1996 to and including September 25, 2003, the hypothetical historical performance
data set forth below was derived from data provided on the Bloomberg Financial Service with respect to the Equity Component and the Real
Estate Component, and Lehman Brothers Inc. with respect to the Bond Component, in each case without independent verification from the
Issuer. Because the Bond Component commenced trading on September 26, 2003, all of the hypothetical historical performance data set forth
with respect to the Bond Component prior to that date reflects the performance of the Lehman Brothers U.S. Aggregate Index and not the
performance of the iShares® Lehman Aggregate Bond Fund. The iShares® Lehman Aggregate Bond Fund was created specifically to seek
investment results that correspond to the price and yield performance of the total U.S. investment-grade bond market as defined by the Lehman
Brothers U.S. Aggregate Index, and the returns of the iShares® Lehman Aggregate Bond Fund have been highly correlated to the returns of the
Lehman Brothers U.S. Aggregate Index since the time of its inception. Nevertheless, discrepancies may exist from time to time between the
performance of the Bond Component and the level of the Lehman Brothers U.S. Aggregate Index.

        The hypothetical historical performance data presented in Figures 1, 2 and 3 below represent reconstructions of a series of hypothetical
investments on every trading day during the relevant periods described below. The performance of hypothetical investments is linked to a
historical reconstruction of the Index performance based on the actual historical performance of the Components as described in the paragraph
above. This historical reconstruction of the Index performance uses a methodology identical to the methodology that the Index will use for the
Notes. This means we used the same coefficients and Component minimum and maximum weighting constraints and effected the same daily
deduction of the Index Adjustment Factor.

        Figures 4, 5 and 6 below each present the hypothetical performance of an equally-weighted basket of the Components. In each case, the
calculations reconstruct a series of hypothetical investments created on every trading day during the periods corresponding to those applicable in
Figures 1, 2, and 3, respectively. Figures 4, 5 and 6 each represent a benchmark designed to provide investors with a representative sample of the
performance of a basket of the Components without the effects of the monthly coefficients and the monthly rebalancing pursuant to the Adagio
strategy.

        Taken as a whole, the performance data set forth below are meant to illustrate the hypothetical performance of the Components rebalanced
in the manner of the U.S. Adagio Strategy Index (Figures 1, 2 and 3) compared to the actual performance of an equally-weighted basket of each
of the Components without the application of the Adagio strategy (Figures 4, 5 and 6).

        Investors should note that the hypothetical historical performance data compares the returns of hypothetical investments to the actual
performance of an equally-weighted basket of each of the Components. Due to the dynamic rebalancing feature of the Index, the Components
included in the Index at any time will have a different weighting during the same period of time. See "Risk Factors�The hypothetical historical
performance data does not represent future performance."

        Investors should understand that historical performance is not indicative of future results.
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Figure 1�Hypothetical 1-Year Investments in the U.S. Adagio Strategy Index

        The chart and returns described below relate to a series of hypothetical investments each with a 1-year maturity created according to the
parameters of the U.S. Adagio Strategy Index on every Trading Day during the period beginning on August 31, 1996 and ending on August 31,
2005. These hypothetical investments matured on every Trading Day during the period beginning on August 31, 1997 and ending on August 31,
2006.

        The arithmetic average of the returns of each hypothetical investment was 10.37% with the greatest return of these hypothetical investments
returning 17.90% and the smallest return of these hypothetical investments returning 1.68%.
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Figure 2�Average Annual Returns on Hypothetical 3-Year Investments in the U.S. Adagio Strategy Index

        The chart and returns described below relate to a series of hypothetical investments each with a 3-year maturity created according to the
parameters of the U.S. Adagio Strategy Index on every Trading Day during the period beginning on August 31, 1996 and ending on August 31,
2003. These hypothetical investments matured on every Trading Day during the period beginning on August 31, 1999 and ending on August 31,
2006.

        The arithmetic average of the annual returns of each hypothetical investment was 10.45% with the greatest annual return of these
hypothetical investments returning 13.83% and the smallest annual return of these hypothetical investments returning 7.24%.
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Figure 3�Average Annual Returns on Hypothetical 5-Year Investments in the U.S. Adagio Strategy Index

        The returns described below relate to a series of hypothetical investments each with a 5-year maturity created according to the parameters
of the U.S. Adagio Strategy Index on every Trading Day during the period beginning on August 31, 1996 and ending on August 31, 2001. These
hypothetical investments matured on every Trading Day during the period beginning on August 31, 2001 and ending on August 31, 2006.

        The arithmetic average of the annual returns of each hypothetical investment was 10.60% with the greatest annual return of these
hypothetical investments returning 12.75% and the smallest annual return of these hypothetical investments returning 8.99%.
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Figure 4�Hypothetical 1-Year Investments With Equally-Weighted Basket Comprised of the Components

        The returns described below relate to a series of hypothetical investments each with a 1-year maturity created on every Trading Day during
the period beginning on August 31, 1996 and ending on August 31, 2005. These hypothetical investments matured on every Trading Day during
the period beginning on August 31, 1997 and ending on August 31, 2006. Each hypothetical investment is based upon a basket that initially is an
equal-weighted basket of each of the Components and that is not rebalanced or adjusted over the term of such investments.

        The arithmetic average of the returns of each hypothetical investment was 6.85% with the greatest return of these hypothetical investments
returning 29.54% and the smallest return of these hypothetical investments returning -12.57%.
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Figure 5�Average Annual Returns on Hypothetical 3-Year Investments With Equally-Weighted Basket Comprised of the Components

        The returns described below relate to a series of hypothetical investments each with a 3-year maturity created on every Trading Day during
the period beginning on August 31, 1996 and ending on August 31, 2003. These hypothetical investments matured on every Trading Day during
the period beginning on August 31, 1999 and ending on August 31, 2006. Each hypothetical investment is based upon a basket that initially is an
equal-weighted basket of each of the Components and that is not rebalanced or adjusted over the term of such investments.

        The arithmetic average of the annual returns of each hypothetical investment was 5.59% with the greatest annual return of these
hypothetical investments returning 15.08% and the smallest annual return of these hypothetical investments returning -1.78%.
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Figure 6�Average Annual Returns on Hypothetical 5-Year Investments With Equally-Weighted Basket Comprised of the Components

        The returns described below relate to a series of hypothetical investments each with a 5-year maturity created on every Trading Day during
the period beginning on August 31, 1996 and ending on August 31, 2001. These hypothetical investments matured on every Trading Day during
the period beginning on August 31, 2001 and ending on August 31, 2006. Each hypothetical issuance of investments is based upon a basket that
initially is an equal-weighted basket of each of the Components and that is not rebalanced or adjusted over the term of such investments.

        The arithmetic average of the annual returns of each hypothetical investment was 4.80% with the greatest annual return of these
hypothetical investments returning 8.37% and the smallest annual return of these hypothetical investments returning -0.26%.
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Figure 7�Hypothetical Historical Index Statistics and Historical Component Statistics

        The statistics in the column titled "Index" below relate to a hypothetical investment in a basket of the Components from August 31, 1997 to
August 31, 2006, had the basket been weighted in accordance with the formula for calculating the Index on August 31, 1997 and adjusted on
each Trading Day thereafter according to the process described above under "Description of the Notes". The statistics in the column for each
Component relate to a separate hypothetical investment in each of the respective Components from August 31, 1997 to August 31, 2006. The
statistics in the column titled "Static Basket" below relate to a hypothetical investment on August 31, 1997 in a static equally-weighted basket of
each of the Components, which was not thereafter rebalanced or adjusted, through August 31, 2006.

Index
Equity

Component1
Real Estate
Component1

Bond
Component2

Static
Basket

Annualized Return3 10.39% 4.21% 6.01% 6.62% 6.16%
Volatility4 6.62% 18.60% 14.48% 4.21% 9.39%
Maximum Drawdown5 -3.90% -39.80% -39.27% -4.84% -10.73%
Sharpe Ratio (with Risk Free Rate of 0%)6 1.57 0.23 0.42 1.57 0.66
Best Month Performance 3.92% 9.67% 10.86% 3.46% 5.40%
Worst Month Performance -3.03% -14.58% -14.50% -4.33% -7.85%
% of Profitable Months 73.15% 56.48% 60.19% 69.44% 62.96%
% of Non-Profitable Months 26.85% 43.52% 39.81% 30.56% 37.04%
Correlation with Equity Component 19.59% 100.00% 38.43% -32.20% 79.52%
Correlation with Real Estate Component 37.56% 38.43% 100.00% -8.43% 83.75%
Correlation with Bond Component 56.36% -32.20% -8.43% 100.00% -5.38%

1

Price Return Performance.

2

Total Return Performance.

3

The return on an investment over a period of time from August 31, 1997 to August 31, 2006 calculated to give a comparable one-year
return.

4

The relative rate at which the price of a security changes in value, found by calculating the annualized standard deviation of daily
changes in price.

5

The worst performance an investor would have experience given any starting point.

6

A measure of a portfolio's or asset's excess return relative to the total variability of the portfolio.
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Figure 8�Historical Component Weightings

        The Component weightings in the charts below relate to a hypothetical investment in a basket of the Components from August 31, 1997 to
August 31, 2006, had the basket been weighted in accordance with the formula for calculating the Index on August 31, 1997 and adjusted on
each Trading Day thereafter according to the process described above under "Description of the Notes". The weights represented in the chart
below are average annual weights.
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CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS

        The following discussion summarizes certain U.S. federal income tax consequences of the purchase, beneficial ownership and disposition
of Notes. As used in this discussion, the term "U.S. Holder" means a beneficial owner of a Note that is:

�
an individual who is a citizen or resident of the United States for U.S. federal income tax purposes;

�
a corporation (or other entity that is treated as a corporation for U.S. federal tax purposes) that is created or organized in or
under the laws of the United States or any State thereof (including the District of Columbia);

�
an estate whose income is subject to U.S. federal income taxation regardless of its source; or

�
a trust if a court within the United States is able to exercise primary supervision over its administration, and one or more
United States persons have the authority to control all of its substantial decisions.

        As used in this discussion, the term "Non-U.S. Holder" means a beneficial owner of a Note that is, for U.S. federal income tax purposes:

�
a nonresident alien individual,

�
a foreign corporation,

�
an estate whose income is not subject to U.S. federal income tax on a net income basis, or

�
a trust if no court within the United States is able to exercise primary jurisdiction over its administration or if no United
States persons have the authority to control all of its substantial decisions.

        This summary is based on interpretations of the Internal Revenue Code of 1986, as amended (the "Code"), regulations issued there under,
and rulings and decisions currently in effect (or in some cases proposed), all of which are subject to change. Any such change may be applied
retroactively and may adversely affect the federal income tax consequences described herein. This summary addresses only U.S. Holders that
purchase Notes at initial issuance and beneficially own such Notes as capital assets and not as part of a "straddle," "hedge," "synthetic security"
or a "conversion transaction" for federal income tax purposes, or as part of some other integrated investment. This summary does not discuss all
of the tax consequences that may be relevant to particular investors or to investors subject to special treatment under the federal income tax laws
(such as banks, thrifts, or other financial institutions; insurance companies; securities dealers or brokers, or traders in securities electing mark to
market treatment; mutual funds or real estate investment trusts; small business investment companies; S corporations; investors that hold their
Notes through a partnership or other entity treated as a partnership for federal tax purposes; investors whose functional currency is not the U.S.
dollar; certain former citizens or residents of the United States; persons subject to the alternative minimum tax; retirement plans or other
tax-exempt entities, or persons holding the Notes in tax-deferred or tax-advantaged accounts; or "controlled foreign corporations" or "passive
foreign investment companies" for federal income tax purposes). This summary also does not address the tax consequences to shareholders, or
other equity holders in, or beneficiaries of, a holder, or any state, local or foreign tax consequences of the purchase, ownership or disposition of
the Notes.

        Accordingly, prospective investors are urged to consult their tax advisors with respect to the federal, state and local tax consequences of
investing in the Notes, as well as any consequences arising under the laws of any other taxing jurisdiction to which they may be subject.
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        Prospective purchasers of Notes should consult their tax advisors as to the federal, state, local, and other tax consequences to them of the
purchase, ownership and disposition of Notes.

Federal Income Tax Treatment of U.S. Holders

Accruals of Original Issue Discount on the Notes

        For U.S. federal income tax purposes, we intend to treat the Notes as "contingent payment debt instruments" ("CPDIs") subject to taxation
under the "noncontingent bond method." Under the noncontingent bond method, U.S. Holders of the Notes will accrue OID over the term of the
Notes based on the Notes' "comparable yield."

        In general, the comparable yield of a CPDI is equal to the yield at which its issuer would issue a fixed-rate debt instrument with terms and
conditions similar to those of the CPDI, including the level of subordination, term, timing of payments, and general market conditions. If a
hedge of the CPDI is available that, if integrated with the CPDI, would produce a synthetic debt instrument with a determinable yield to
maturity, the comparable yield will be equal to the yield on the synthetic debt instrument. Alternatively, if such a hedge is not available, but
fixed-rate debt instruments of the issuer trade at a price that reflects a spread above a benchmark rate, the comparable yield is the sum of the
value of the benchmark rate on the issue date and the spread. Under the noncontingent bond method, the issuer's reasonable determination of a
comparable yield is respected and binding on holders of the CPDI.

        Based on these factors, we estimate that the comparable yield of the Notes will be an annual rate of approximately 5.48%, compounded
annually. U.S. Holders may obtain the actual comparable yield by contacting The Bear Stearns Companies Inc., Bill Bamber at (212) 272-6635.
U.S. Holders will accrue OID in respect of the Notes at a rate equal to the comparable yield. The amount of OID allocable to each annual accrual
period will be the product of the "adjusted issue price" of the Notes at the beginning of each such annual accrual period and the comparable
yield. The "adjusted issue price" of the Notes at the beginning of an accrual period will equal the issue price of the Notes, increased by the OID
accrued in all prior periods and decreased by the semi-annual interest payments. The issue price of the Notes will be the first price at which a
substantial amount of the Notes are sold to the public for money (excluding sales to bond houses, brokers or similar persons or organizations
acting in the capacity of underwriters, placement agents or wholesalers). U.S. Holders may obtain the issue price of the Notes by contacting The
Bear Stearns Companies Inc., Bill Bamber at (212) 272-6635. (The accrual of OID by U.S. Holders that purchase their Notes at a price other
than the issue price of the Notes will be subject to an adjustment described below.) The amount of OID includible in income of each U.S. Holder
for each taxable year will equal the sum of the "daily portions" of the total OID on the Notes allocable to each day during the taxable year in
which a U.S. Holder held the Notes, regardless of the U.S. Holder's method of accounting. The daily portion of the OID is determined by
allocating to each day in any accrual period a ratable portion of the OID allocable to such accrual period.

        Under the noncontingent bond method, the comparable yield of a CPDI is used to construct a projected payment schedule that produces the
comparable yield. U.S. Holders may obtain the projected payment schedule by contacting The Bear Stearns Companies Inc., Bill Bamber at
(212) 272-6635.

        Under the noncontingent bond method, the projected payment schedule is not revised to account for changes in circumstances that occur
while the Notes are outstanding.

        The comparable yield and the projected payment amount for the Notes are used to determine accruals of OID for tax purposes only, and are
not assurances by us or any of our affiliates with respect to the actual yield or payments on the Notes and do not represent expectations by any
such person regarding a Note's yield or the actual coupon amount.
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        A U.S. Holder will generally be bound by our determination of the comparable yield and projected payment schedule for the Notes, unless
the U.S. Holder determines its own projected payment schedule and comparable yield, explicitly discloses such schedule to the Internal Revenue
Service (the "IRS"), and explains to the IRS the reason for preparing its own schedule. We believe that the projected payment schedule and
comparable yield that we provide for the Notes will be reasonable and therefore will be respected by the IRS. Our determination, however, is not
binding on the IRS, and the IRS could conclude that some other comparable yield or projected payment schedule should be used for the Notes.

        A U.S. Holder that purchases a Note for an amount other than the issue price of the Note will be required to adjust its OID inclusions to
account for the difference. These adjustments will affect the U.S. Holder's basis in the Note. Reports to U.S. Holders may not include these
adjustments. U.S. Holders that purchase Notes at other than the issue price should consult their tax advisors regarding these adjustments.

Adjustments for Differences between the Projected Coupon Payments and the Actual coupon Payments

        If the actual amount of a coupon paid in any year differs from the corresponding amount in the projected payment schedule, adjustments to
the U.S. holder's OID inclusions will be made for the difference. If the coupon paid in any year exceeds the corresponding amount in the
projected payment schedule, the excess will be a "positive adjustment," which is treated as additional OID income. If the coupon is less than the
corresponding amount in the projected payment schedule, the deficiency will be a "negative adjustment" and will be applied first to reduce the
OID accrued on the Note for the taxable year in which the coupon is paid, and any excess will be treated as an ordinary loss to the extent of prior
net OID inclusions on the Note. Any such loss will not be subject to the two percent floor limitation imposed on miscellaneous deductions under
section 67 of the Code. Any remaining losses will be carried forward to future taxable years. Any negative adjustment carryforward on a Note
for the taxable year in which the Note is sold, exchanged or retired will reduce the U.S. holder's amount realized on the sale, exchange or
retirement.

Sale, Exchange, Retirement, or Other Disposition of the Notes

        A U.S. Holder will generally recognize gain or loss on the sale, exchange, or other disposition of a Note to the extent that the amount
realized is more or less than its purchase price, increased by the OID previously accrued by the U.S. Holder on the Note without regard to any
positive or negative adjustments, and decreased by the projected amount of any coupon paid to the U.S. holder as reflected in the projected
payment schedule, without regard to the actual coupon paid. In general, any gain realized by a U.S. Holder on the sale, exchange or other
disposition of a Note will be treated as ordinary OID income, and any loss realized will be treated as an ordinary loss to the extent of the OID
previously accrued by the U.S. Holder on the Note, and the loss will not be subject to the two percent floor limitation imposed on miscellaneous
deductions under section 67 of the Code. Any loss in excess of the accrued OID will be treated as a capital loss. The deductibility of capital
losses by U.S. Holders is subject to limitations.

Federal Income Tax Treatment of Non-U.S. Holders

        Payments on the Notes to Non-U.S. Holders will not be subject to U.S. federal income or withholding tax if the following conditions are
satisfied:

�
the Non-U.S. Holder does not actually or constructively own 10% or more of the total combined voting power of all classes
of our stock entitled to vote,

�
the Non-U.S. Holder is not a controlled foreign corporation for U.S. federal income tax purposes that is related to us through
actual or constructive ownership,
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�
the Non-U.S. Holder is not a bank receiving interest on a loan made in the ordinary course of its trade or business,

�
the Components in the Index are actively traded within the meaning of section 871(h)(4)(C)(v) of the Code, and

�
the payments are not effectively connected with a trade or business conducted by the Non-U.S. Holder in the United States
and either (a) the Non-U.S. Holder provides a correct, complete and executed IRS Form W-8BEN, Form W-8EXP or
Form W-8IMY (or successor form) with all of the attachments required by the IRS, or (b) the Non-U.S. Holder holds its
Note through a qualified intermediary (generally a foreign financial institution or clearing organization or a non-U.S. branch
or office of a U.S. financial institution or clearing organization that is a party to a withholding agreement with the IRS)
which has provided to us an IRS Form W-8IMY stating that it is a qualified intermediary and has received documentation
upon which it can rely to treat the payment as made to a foreign person.

        We expect that the Components will be treated as actively traded within the meaning of section 871(h)(4)(C)(v). If any of the above
conditions are not satisfied, payments on the Notes will be subject to a withholding tax equal to 30% of the accrued OID for which amounts
were not previously withheld, unless an income tax treaty reduces or eliminates the tax or the OID is effectively connected with the conduct of a
U.S. trade or business and the Non-U.S. Holder provides a correct, complete and executed IRS Form W-8ECI. In the latter case, the Non-U.S.
Holder will be subject to U.S. federal income tax with respect to all OID on the Notes at regular rates applicable to U.S. taxpayers, unless an
income tax treaty reduces or eliminates the tax, and Non-U.S. Holders that are treated as corporations for federal income tax purposes may also
be subject to a 30% branch profits tax, unless an income tax treaty reduces or eliminates the branch profits tax. In general, gain realized on the
sale, exchange or retirement of the Notes by a Non-U.S. Holder will not be subject to U.S. federal income tax, unless:

�
the gain with respect to the Notes is effectively connected with a trade or business conducted by the Non-U.S. Holder in the
United States,

�
the Non-U.S. Holder is a nonresident alien individual who holds the Notes as a capital asset and is present in the United
States for more than 182 days in the taxable year of the sale and certain other conditions are satisfied, or

�
the Non-U.S. holder has at all times it has owned a Note owned less than 5% of the fair market value of the shares of each
company that is included in a Component and is a U.S. real property holding company for U.S. federal income tax purposes
(which will generally include the companies that are included in the iShares® Dow Jones U.S. Real Estate Index Fund),
treating an investment in the Notes as a pro rata investment in the shares of each company that is included in a Component
for this purpose.

Federal Estate Tax Treatment of Non-U.S. Holders

        A Note held by an individual who at death is a Non-U.S. Holder will not be includible in the Non-U.S. Holder's gross estate for U.S. federal
estate tax purposes if payments on the Notes to the Non-U.S. Holder would not have been subject to U.S. federal income or withholding tax at
the time of death under the tests described above.

Information Reporting and Backup Withholding

        Information reporting will apply to certain payments on a Note (including interest and OID) and proceeds of the sale of a Note held by a
U.S. Holder that is not an exempt recipient (such as a corporation). Backup withholding may apply to payments made to a U.S. Holder if (a) the
U.S. Holder has failed to provide its correct taxpayer identification number on IRS Form W-9, (b) we have been
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notified by the IRS of an underreporting by the U.S. Holder (underreporting generally refers to a determination by the IRS that a payee has failed
to include in income on its tax return any reportable dividend and interest payments required to be shown on a tax return for a taxable year), or
(c) we have been notified by the IRS that the tax identification number provided to the IRS on an information return does not match IRS records
or that the number was not on the information return.

        Backup withholding and nonresident alien withholding will not be required with respect to interest paid to Non-U.S. Holders, so long as we
have received from the Non-U.S. Holder a correct and complete IRS Form W-8BEN, W-8ECI, W-8EXP or Form W-8IMY with all of the
attachments required by the IRS. Interest paid to a Non-U.S. Holder will be reported on IRS Form 1042-S which is filed with the IRS and sent to
Non-U.S. Holders.

        Information reporting and backup withholding may apply to the proceeds of a sale of a Note by a Non-U.S. Holder made within the United
States or conducted through certain U.S. related financial intermediaries, unless we receive one of the tax forms described above.

        Backup withholding is not an additional tax and may be refunded (or credited against your U.S. federal income tax liability, if any). The
information reporting requirements may apply regardless of whether withholding is required. For Non-U.S. Holders, copies of the information
returns reporting such interest and withholding also may be made available to the tax authorities in the country in which a Non-U.S. Holder is a
resident under the provisions of an applicable income tax treaty or agreement.

THE PRECEDING DISCUSSION IS ONLY A SUMMARY OF CERTAIN OF THE TAX IMPLICATIONS OF AN
INVESTMENT IN NOTES. PROSPECTIVE INVESTORS ARE URGED TO CONSULT WITH THEIR OWN TAX ADVISORS
PRIOR TO INVESTING TO DETERMINE THE TAX IMPLICATIONS OF SUCH INVESTMENT IN LIGHT OF EACH SUCH
INVESTOR'S PARTICULAR CIRCUMSTANCES.

CERTAIN ERISA CONSIDERATIONS

        Section 4975 of the Internal Revenue Code of 1986, as amended (the "Code"), prohibits the borrowing of money, the sale of property and
certain other transactions involving the assets of plans that are qualified under the Code ("Qualified Plans") or individual retirement accounts
("IRAs") and persons who have certain specified relationships to them. Section 406 of the Employee Retirement Income Security Act of 1974,
as amended ("ERISA"), prohibits similar transactions involving employee benefit plans that are subject to ERISA ("ERISA Plans"). Qualified
Plans, IRAs and ERISA Plans are referred to as "Plans."

        Persons who have such specified relationships are referred to as "parties in interest" under ERISA and as "disqualified persons" under the
Code. "Parties in interest" and "disqualified persons" encompass a wide range of persons, including any fiduciary (for example, investment
manager, trustee or custodian) of a Plan, any person providing services (for example, a broker) to a Plan, the Plan sponsor, an employee
organization any of whose members are covered by the Plan, and certain persons related to or affiliated with any of the foregoing.

        The purchase and/or holding of securities by a Plan with respect to which we, Bear Stearns, BSSC and/or certain of our affiliates is a
fiduciary and/or a service provider (or otherwise is a "party in interest" or "disqualified person") would constitute or result in a prohibited
transaction under Section 406 of ERISA or Section 4975 of the Code, unless such securities are acquired or held pursuant to and in accordance
with an applicable statutory or administrative exemption. Each of us, Bear Stearns and BSSC is considered a "disqualified person" under the
Code or "party in interest" under ERISA with respect to many Plans, although neither we nor Bear Stearns can be a "party in interest" to any
IRA other than certain employer-sponsored IRAs, as only employer-sponsored IRAs are covered by ERISA.
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        Applicable administrative exemptions may include certain prohibited transaction class exemptions (for example, Prohibited Transaction
Class Exemption ("PTCE") 84-14 relating to qualified professional asset managers, PTCE 96-23 relating to certain in-house asset managers,
PTCE 91-38 relating to bank collective investment funds, PTCE 90-1 relating to insurance company separate accounts and PTCE 95-60 relating
to insurance company general accounts).

        It should also be noted that the Pension Protection Act of 2006 was recently passed by Congress and contains a new statutory exemption
from the prohibited transaction provisions of Section 406 of ERISA and Section 4975 of the Code for transactions involving certain parties in
interest or disqualified persons who are such merely because they are a service provider to a Plan, or because they are related to a service
provider. Generally, the new exemption would be applicable if the party to the transaction with the Plan is a party in interest or a disqualified
person to the Plan but is not (i) an employer, (ii) a fiduciary who has or exercises any discretionary authority or control with respect to the
investment of the Plan assets involved in the transaction, (iii) a fiduciary who renders investment advice (within the meaning of ERISA and
Section 4975 of the Code) with respect to those assets, or (iv) an affiliate of (i), (ii) or (iii). Any Plan fiduciary relying on this new statutory
exemption (Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code) and purchasing securities on behalf of a Plan will be deemed to
represent that (x) the Plan is paying no more than, and is receiving no less than, adequate consideration in connection with the transaction and
(y) neither we, Bear Stearns, BSSC nor any of our affiliates directly or indirectly exercises any discretionary authority or control or renders
investment advice (as defined above) with respect to the assets of the Plan which such fiduciary is using to purchase Notes, both of which are
necessary preconditions to utilizing this new exemption. Any purchaser that is a Plan is encouraged to consult with counsel regarding the
application of the new exemption.

        A fiduciary who causes a Plan to engage, directly or indirectly, in a non-exempt prohibited transaction may be subject to a penalty under
ERISA, and may be liable for any losses to the Plan resulting from such transaction. Code Section 4975 generally imposes an excise tax on
disqualified persons who engage, directly or indirectly, in non-exempt transactions with the assets of Plans subject to such Section. If an IRA
engages in a prohibited transaction, the assets of the IRA are deemed to have been distributed to the IRA beneficiaries.

        In accordance with ERISA's general fiduciary requirements, a fiduciary with respect to any ERISA Plan who is considering the purchase of
securities on behalf of such plan should consider the foregoing information and the information set forth in the applicable prospectus supplement
and any applicable pricing supplement, and should determine whether such purchase is permitted under the governing plan document and is
prudent and appropriate for the ERISA Plan in view of its overall investment policy and the composition and diversification of its portfolio.
Fiduciaries of Plans established with, or for which services are provided by, us, Bear Stearns, BSSC and/or certain of our affiliates should
consult with counsel before making any acquisition. Each purchaser of any securities, the assets of which constitute the assets of one or more
Plans, and each fiduciary that directs such purchaser with respect to the purchase or holding of such securities, will be deemed to represent that
the purchase, holding and disposition of the securities does not and will not constitute a prohibited transaction under Section 406 of ERISA or
Section 4975 of the Code for which an exemption is not available.

        Certain employee benefit plans, such as governmental plans (as defined in Section 3(32) of ERISA) and, if no election has been made under
Section 410(d) of the Code, church plans (as defined in Section 3(33) of ERISA), are not subject to Section 406 of ERISA or Section 4975 of the
Code. However, such plans may be subject to the provisions of applicable federal, state or local law ("Similar Law") materially similar to the
foregoing provisions of ERISA or the Code. Fiduciaries of such plans ("Similar Law Plans") should consider applicable Similar Law when
investing in the securities. Each fiduciary of a Similar Law Plan will be deemed to represent that the Similar Law Plan's acquisition and holding
of the securities will not result in a non-exempt violation of applicable Similar Law.
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        The sale of any security to a Plan or a Similar Law Plan is in no respect a representation by us or any of our affiliates that such an
investment meets all relevant legal requirements with respect to investments by Plans or Similar Law Plans generally or any particular Plan or
Similar Law Plan, or that such an investment is appropriate for a Plan or a Similar Law Plan generally or any particular Plan or Similar Law
Plan.

USE OF PROCEEDS AND HEDGING

        We will use the net proceeds from the sale of the Notes for general corporate purposes and in part for hedging by us or one or more of our
subsidiaries of our obligations under the Notes by the purchase and sale of exchange-traded and over-the-counter options on, or other derivative
or synthetic instruments related to, the Components, individual securities or assets included in the Components, futures contracts on the
Components and/or options on such futures contracts. At various times after the initial offering and before the maturity of the Notes, depending
on market conditions (including the value of the Components), in connection with hedging with respect to the Notes, we expect that we and/or
one or more of our subsidiaries will increase or decrease those initial hedging positions using dynamic hedging techniques and may take long or
short positions in the Components, individual securities or assets included in the Components, listed or over-the-counter options contracts in, or
other derivative or synthetic instruments related to, the Components and such individual securities or assets. In addition, we and/or one or more
of our subsidiaries may periodically purchase or otherwise acquire a long or short position in the Notes and may, in our or its discretion, hold or
resell such Notes. We or one or more of our subsidiaries may also take positions in other types of appropriate financial instruments that may
become available in the future. If we or one or more of our subsidiaries has a long hedge position in the Components, individual securities or
assets included in the Components or options contracts in, or other derivative or synthetic instruments related to, the Components and such
underlying securities or assets, then we or one or more of our subsidiaries may liquidate a portion of its holdings at or about the time of the
maturity of the Notes. Depending on, among other things, future market conditions, the total amount and the composition of such positions are
likely to vary over time. We will not be able to ascertain our profits or losses from any hedging position until such position is closed out and any
offsetting position or positions are taken into account. Although we have no reason to believe that such hedging activity will have a material
effect on the price of such options, securities, assets, futures contracts or options on futures contracts or on the levels of the Components, we
cannot guarantee that we and one or more of our subsidiaries will not affect such levels as a result of its hedging activities. You should also refer
to "Use of Proceeds" in the accompanying prospectus.

SUPPLEMENTAL PLAN OF DISTRIBUTION

        Subject to the terms and conditions set forth in the Distribution Agreement dated as of June 19, 2003, as amended, we have agreed to sell to
Bear Stearns & Co. Inc. as principal, and Bear, Stearns & Co. Inc. has agreed to purchase from us, the aggregate principal amount of Notes set
forth opposite its name below.

Agent
Principal Amount

of Notes

Bear, Stearns & Co. Inc. $ 38,500,000
Total $ 38,500,000

        The Agent intends to initially offer $38,500,000 of the Notes to the public at the offering price set forth on the cover page of this pricing
supplement, and to subsequently resell the remaining face amount of the Notes at prices related to the prevailing market prices at the time of
resale. Potential investors should understand that, as described on the cover, investors who purchase an aggregate amount of at least $1,000,000
of Notes in this initial distribution will be entitled to purchase such Notes
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for 99.00% of the principal amount. In the future, the Agent may repurchase and resell the Notes in market-making transactions, with resales
being made at prices related to prevailing market prices at the time of resale or at negotiated prices. We will offer the Notes to Bear, Stearns &
Co. Inc. at a discount of 3.1455% of the price at which the Notes are offered to the public. Bear, Stearns & Co. Inc. may reallow a discount to
other agents not in excess of 3.1455% of the public offering price.

        In order to facilitate the offering of the Notes, we may grant the Agent a 30-day option from the date of the final pricing supplement, to
purchase from us up to an additional $5,775,000 of Notes at the public offering price, less the agent's discount, to cover any over-allotments. The
Agent may over-allot or effect transactions which stabilize or maintain the market price of the Notes at a level higher than that which might
otherwise prevail in the open market. Specifically, the Agent may over-allot or otherwise create a short position in the Notes for its own account
by selling more Notes than have been sold to it by us. If this option is exercised, in whole or in part, subject to certain conditions, the Agent will
become obligated to purchase from us and we will be obligated to sell to the Agent an amount of Notes equal to the amount of the
over-allotment exercised. The Agent may elect to cover any such short position by purchasing Notes in the open market. No representation is
made as to the magnitude or effect of any such stabilization or other transactions. Such stabilizing, if commenced, may be discontinued at any
time and in any event shall be discontinued within a limited period. No other party may engage in stabilization.

        Payment of the purchase price shall be made in funds that are immediately available in New York City.

        The agents may be deemed to be "underwriters" within the meaning of the Securities Act. We have agreed to indemnify the agents against
or to make contributions relating to certain civil liabilities, including liabilities under the Securities Act. We have agreed to reimburse the agents
for certain expenses.

        The Notes are a new issue of securities with no established trading market. The Notes will be listed on the American Stock Exchange;
however, there is no assurance that a trading market will develop. Bear, Stearns & Co. Inc. has advised us that, following completion of the
offering of the Notes, it intends under ordinary market conditions to indicate prices for the Notes on request, although it is under no obligation to
do so and may discontinue any market-making activities at any time without notice. Accordingly, no guarantees can be given as to whether an
active trading market for the Notes will develop or, if such a trading market develops, as to the liquidity of such trading market. We cannot
guarantee that bids for outstanding Notes will be made in the future; nor can we predict the price at which any such bids will be made. The Notes
will cease trading as of the close of business on the Maturity Date.

        Because Bear, Stearns & Co. Inc. is our wholly-owned subsidiary, each distribution of the Notes will conform to the requirements set forth
in Rule 2720 of the NASD Conduct Rules.

LEGAL MATTERS

        The validity of the Notes will be passed upon for us by Cadwalader, Wickersham & Taft LLP, New York, New York.
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Exhibit A

j C
j

1,Equity C
j

1,RE C
j

1,Bond C
j

2,Equity C
j

2,RE C
j

2,Bond

12 -2.79 3.46 -3.34 -3.42 6.59 -5.82
11 2.06 -4.51 5.45 -3.57 5.68 0.15
10 2.24 -6.72 -2.84 -2.84 -1.67 -2.74
9 -0.06 -4.18 -7.14 -5.70 7.14 8.51
8 -0.34 -0.58 -10.75 -4.06 3.90 1.94
7 -2.19 1.82 -2.35 1.42 2.14 -9.22
6 -1.56 -0.39 -6.21 2.51 5.71 -11.54
5 2.67 -3.65 2.19 -0.01 1.03 -3.01
4 6.80 -4.60 -2.20 -5.20 3.45 -11.08
3 4.88 -3.68 2.95 -2.23 2.35 -9.01
2 2.24 1.47 5.72 1.84 2.04 -14.16
1 1.50 -0.71 -1.85 6.34 1.53 -11.11
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PROSPECTUS SUPPLEMENT
(To Prospectus Dated August 16, 2006)

The Bear Stearns Companies Inc.
Medium-Term Notes, Series B

Set forth below is a summary of the terms of the notes offered by this prospectus supplement and the accompanying prospectus. For more detail,
see "Description of Notes."

Interest

        The notes have a fixed or floating interest rate. The floating interest rate formula will be based on:

�
Commercial Paper Rate;

�
LIBOR;

�
EURIBOR;

�
Federal Funds Rate;

�
Treasury Rate;

�
Prime Rate;

�
CMT Rate;

�
CMS Spread Range Accrual Rate; or

�
Another interest rate formula.

Index Notes

        The principal, interest or other amounts payable on the notes, if any, may be based on one or more indices or other formulas.

�
Maturity

        The notes will mature in 9 months or more.

Ranking

        The notes will be our unsecured senior debt and will rank equally with all of our other unsecured and unsubordinated debt.

Sinking Fund

        The notes will not be subject to a sinking fund unless otherwise set forth in the applicable pricing supplement.

Interest Payment Dates

        Interest on fixed rate notes will be paid semi-annually or otherwise on the dates set forth in the applicable pricing supplement. Interest on
floating rate notes or index notes will be paid monthly, quarterly, semiannually, annually or as otherwise set forth in the applicable
pricing supplement.

Redemption and Repurchase
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        The notes may be subject to:

�
redemption, at our option; and

�
repayment, at your option.

Book-Entry Notes

        The notes will be issued in book-entry form unless otherwise set forth in the applicable pricing supplement.

Denominations

        The notes will be issued in minimum denominations of $25,000 (or the specified currency equivalent), increased in multiples of $1,000
(or the specified currency equivalent), unless otherwise set forth in the applicable pricing supplement.

        INVESTMENT IN THE NOTES INVOLVES CERTAIN RISKS. SEE "RISK FACTORS" BEGINNING ON PAGE S-3 OF THIS
PROSPECTUS SUPPLEMENT.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or passed upon the adequacy or accuracy of this prospectus supplement or the accompanying prospectus. Any representation
to the contrary is a criminal offense.

Per Note

Initial public offering price(1) 100%
Agents' discounts and commission(2) 0.125% � 0.750%
Our proceeds, before expenses(3) 99.250% � 99.875%

(1)
We will issue the notes at 100% of their principal amount, unless otherwise set forth in the applicable pricing supplement.

(2)
We will pay a commission to each agent, in the form of a discount, ranging from .125% to .750% of the price to the public of any note,
depending on maturity, when that agent places such note. Any agent may agree with us, in respect of the sale of a note, to accept a
commission other than one based on maturity, provided that the maximum commission will not be greater than 8%. We may sell notes
to any agent as principal either at a discount or at 100% of their principal amount, for resale at negotiated prices to be determined by
that agent at the time of resale. See "Supplemental Plan of Distribution." We have agreed to indemnify each agent against certain
liabilities, including liabilities under the Securities Act of 1933, as amended.

(3)
Before deduction of expenses payable by us.

(4)
In U.S. dollars or their equivalent in one or more foreign or composite currencies.

Bear, Stearns & Co. Inc.
August 16, 2006
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         We are offering the notes on a continuing basis through Bear, Stearns & Co. Inc., and any other agent we may designate. Each agent has
agreed to use its reasonable best efforts to solicit purchases of the notes. We have reserved the right to sell notes directly on our own behalf. We
will not list the notes on any securities exchange, and we cannot assure you that the notes offered by this prospectus supplement will be sold or
that there will be a secondary market for them. We reserve the right to withdraw, cancel or modify the offer made by this prospectus supplement
without giving notice. We may reject any offer in whole or in part.

        Each agent may use this prospectus supplement in connection with offers and sales associated with market-making transactions in the notes.
Each agent may act as principal or agent in the market-making transactions. The offers and sales will be made at prices that relate to prevailing
prices at the time.

        You must read this prospectus supplement and the accompanying prospectus together with all the documents which are deemed to be
incorporated in this prospectus supplement and the accompanying prospectus by reference (see "Where You Can Find More Information" in the
accompanying prospectus). This prospectus supplement and the accompanying prospectus must be read and construed on the basis that the
incorporated documents are so incorporated and form part of this document, except as specified in this document.

        We have not authorized any person to give any information or represent anything not contained in this prospectus supplement and the
accompanying prospectus. You must not rely on any unauthorized information.
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RISK FACTORS

        Your investment in the notes involves risk. In consultation with your financial and legal advisers, you should carefully consider the
following risks and the other information included or incorporated by reference in the applicable pricing supplement, this prospectus supplement
and the accompanying prospectus, including the information under "Where You Can Find More Information" in the accompanying prospectus,
before deciding that an investment in the notes is suitable for you. You should not purchase the notes unless you understand and can bear the
investment risks of the notes.

There may not be any Trading Market for Your Notes; Many Factors Affect the Trading Market and Value of Your Notes.

        Upon issuance, the notes will not have an established trading market. We cannot assure you a trading market for the notes will ever develop
or, if one develops, that it will be maintained. If you wish to liquidate your investment in the notes prior to maturity, selling your notes may be
your only option. At that time, there may be an illiquid market for the notes or no market at all. In addition to our own creditworthiness, many
other factors may affect the trading market value of, and trading market for, your notes. These factors include:

�
the rate of interest, if any, on your notes;

�
the complexity and volatility of the index or formula applicable to your notes;

�
the method of calculating the principal, or any premium, interest or other amounts payable in respect of your notes;

�
the time remaining to the maturity of your notes;

�
the total outstanding amount of any particular issuance of notes or of our notes in total;

�
any redemption or repayment features of your notes;

�
the amount of any other securities linked to your notes; and

�
the level, direction and volatility of market interest rates generally.

        We expect that changes in interest rates will affect the trading value of the notes. In general, if U.S. interest rates increase, we expect that
the trading value of the notes will decrease and, conversely, if U.S. interest rates decrease, we expect that the trading value of the notes
will increase.

        In addition, notes that are designed for specific investment objectives or strategies often experience a more limited trading market and more
price volatility. There may be a limited number of buyers when you decide to sell your notes. This may affect the price you receive for your
notes or your ability to sell your notes at all. You should not purchase notes unless you understand and know you can bear all of the investment
risks related to your notes.

The Notes are not Insured Against Loss by any Third Party; You can only Depend on our Earnings and Assets for Payment of Principal
and Interest on the Notes.

        The notes will be solely our obligations, and no other entity will have any obligation, contingent or otherwise, to make any payments in
respect of the notes.

        In addition, because we are a holding company whose primary assets consist of shares of stock or other equity interests in our subsidiaries,
almost all of our income is derived from those subsidiaries. Our subsidiaries will have no obligation to pay any amount in respect of the notes or
to make any funds available for payment of the notes. Accordingly, we will be dependent on dividends and other distributions or loans from our
subsidiaries to generate the funds necessary to meet our obligations
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with respect to the notes, including the payment of principal and interest. The notes will also be effectively subordinated to the claims of
creditors of our subsidiaries with respect to their assets.

        If funds from dividends, other distributions or loans from our subsidiaries are not adequate, we may be unable to make payments of
principal or interest in respect of the notes and you could lose all or a part of your investment.

If the Notes are Redeemable, We may Redeem such Notes when Prevailing Interest Rates are Relatively Low.

        If the pricing supplement for your notes provides that the notes are redeemable at our option, we may choose to redeem the notes on or after
the date indicated in the pricing supplement. If the pricing supplement provides that the notes are subject to mandatory redemption or are
otherwise repayable at the option of the holder, we also may be required to redeem the notes upon the occurrence of certain events or at a certain
date. In the event that prevailing interest rates are relatively low when we choose or are required to redeem the notes, you may not be able to
reinvest the redemption proceeds in a comparable security with a yield as high as that on the notes being redeemed. Our ability to redeem the
notes before the maturity date may affect the market value of the notes at any time when potential purchasers believe we are likely to
redeem notes.

If the Notes you Purchase are Floating Rate Notes, you may Receive a Lesser Amount of Interest in the Future.

        Because the interest rate on floating rate notes will be indexed to an external interest rate or index that may vary from time to time, there
will be significant risks not associated with a conventional fixed rate debt security. These risks include fluctuation of the applicable interest rate
and the possibility that, in the future, you will receive a lesser amount of interest. We have no control over a number of matters that may affect
interest rates, including economic, financial and political events that are important in determining the existence, magnitude and longevity of
these risks and their results. In recent years, interest rates have been volatile, and volatility may be expected in the future. However, past
experience is not necessarily indicative of what may occur in the future.

If the Floating Rate Notes you Purchase are Subject to a Maximum Interest Rate, Your Return will be Limited.

        If the applicable pricing supplement specifies that your floating rate notes are subject to a maximum interest rate, the rate of interest that
will accrue on the floating rate notes during any interest reset period will never exceed the specified maximum interest rate. Conversely,
although the applicable rate of interest will always be greater than zero for floating rate notes, unless a minimum interest rate is specified in the
applicable pricing supplement, we cannot assure you that the interest rate you receive in the future will not decrease.

Holders of Indexed Notes are Subject to Important Risks that are not Associated with More Conventional Debt Securities.

        If you invest in indexed notes, you will be subject to significant risks not associated with conventional fixed-rate or floating-rate debt
securities. These risks include the possibility that the particular index or indices may be subject to fluctuations, and the possibility that an
investor will receive a lower, or no, amount of principal, premium, or interest, and at different times than expected. In recent years, interest rates
and indices have been volatile, and this volatility may be expected in the future. However, past experience is not necessarily indicative of what
may occur in the future. We have no control over a number of matters, including economic, financial, and political events, that are important in
determining the existence, magnitude, and longevity of these risks and their impact on the
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value of, or payments made on, the indexed notes. Some of the additional risks that you should consider in connection with an investment in
indexed notes are as follows:

�
You may lose some or all of your principal.The principal amount of an indexed note may or may not be fully "principal
protected." This means that the principal amount you will receive at maturity may be less than the original purchase price of
the indexed note. It also is possible that principal will not be repaid.

�
Your yield may be less than the yield on a conventional debt security of comparable maturity. Any yield on your
investment in an indexed note (whether or not the principal amount is indexed) may be less than the overall return you
would earn if you purchased a conventional debt security at the same time and with the same maturity date.

�
The existence of a multiplier or leverage factor may result in the loss of your principal and interest. Some indexed
notes may have interest and principal payments that increase or decrease at a rate greater than the rate of a favorable or
unfavorable movement in the indexed item. This is referred to as a multiplier or leverage factor. A multiplier or leverage
factor in a principal or interest index will increase the risk that no principal or interest will be paid.

�
Payment on the indexed note prior to maturity may result in a reduced return on your investment. The terms of an
indexed note may require that the indexed note be paid prior to its scheduled maturity date. That early payment could reduce
your anticipated return. In addition, you may not be able to invest the funds you receive in a new investment that yields a
similar return.

�
The United States federal income tax consequences of the indexed notes are uncertain. No statutory, judicial, or
administrative authority directly addresses the characterization of the indexed notes or securities similar to the indexed notes
for United States federal income tax purposes. As a result, significant United States federal income tax consequences of an
investment in the indexed notes are not certain. We are not requesting a ruling from the IRS for any of the indexed notes and
we give no assurance that the IRS will agree with the statements made in this prospectus supplement or in the pricing
supplement applicable to those notes.

�
Your investment return may be less than a comparable direct investment in the stocks included in an index or in a
fund that invests in those stocks. A direct investment in the stocks included in an index or in a fund that invests in those
stocks would allow you to receive the full benefit of any appreciation in the price of the shares, as well as in any dividends
paid by those shares. Indexed notes may not offer these benefits.

Hedging Activities may Affect Your Return at Maturity and the Market Value of the Notes.

        Hedging activities also may affect trading in the notes. We and our affiliates may from time to time engage in hedging activities in
connection with an offering of the notes. This hedging activity may affect the value of the notes in a manner that would be adverse to your
investment in the notes. In addition, we or our affiliates may acquire a long or short position in the notes from time to time. In the case of
indexed notes, we or our affiliates may engage in hedging activity related to the indexed notes or to a component of the index or formula
applicable to the indexed notes. All or a portion of these positions may be liquidated at or about the time of the maturity date of the notes. The
aggregate amount and the composition of these positions are likely to vary over time. We have no reason to believe that any of our activities will
have a material effect on the notes. However, we cannot assure you that our activities or the activities of our affiliates will not affect the prices at
which you may sell your notes.
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Changes in Our Credit Ratings are Expected to Affect the Value of the Notes.

        Our credit ratings are an assessment of our ability to pay our obligations. Consequently, actual or anticipated changes in our credit ratings,
as well as our financial condition or results of operations may significantly affect the trading value of the notes. However, because the return on
the notes depends upon factors in addition to our ability to pay our obligations, an improvement in our credit ratings, financial condition or
results of operations will not reduce the other investment risks related to the notes.

Changes in Exchange Rates and Exchange Controls Could Result in a Substantial Loss to You.

        An investment in notes that are denominated in a specified currency other than U.S. dollars, or the principal, premium and/or any interest of
which are determined by reference to a currency or currency index or indices, entails significant risks that are not associated with a similar
investment in a security denominated in U.S. dollars. Risks include, without limitation, the possibility of significant changes in rates of exchange
between the U.S. dollar and the various foreign currencies or composite currencies and the possibility of the imposition or modification of
foreign exchange controls by either the United States or foreign governments. These risks generally depend on factors over which we have no
control, such as economic and political events or the supply of and demand for the relevant currencies. In recent years, rates of exchange
between the U.S. dollar and certain foreign currencies have been highly volatile and such volatility may be expected in the future. Fluctuations
in any particular exchange rate that have occurred in the past are not necessarily indicative, however, of fluctuations in the rate that may occur
during the term of any note. Depreciation of a specified currency other than U.S. dollars against the U.S. dollar could result in a decrease in the
effective yield of the note below its coupon rate, and in certain circumstances could result in a loss to the investor on a U.S. dollar basis.

        Governments have imposed, and may in the future impose, exchange controls that could affect exchange rates as well as the availability of
a specified foreign currency for making payments with respect to a note. There can be no assurance that exchange controls will not restrict or
prohibit payments in any such currency or currency unit. Even if there are no actual exchange controls, it is possible that the specified currency
for any particular note would not be available to make payments when due. In that event, we will repay such note in U.S. dollars on the basis of
the most recently available exchange rate. See "Description of Notes � Payment of Principal and Interest."

The Unavailability of Currencies Could Result in a Substantial Loss to You.

        Currently, there are limited facilities in the United States for currency conversion between U.S. dollars and foreign currencies. In addition,
banks do not offer non-U.S. dollar denominated checking or savings account facilities in the United States. Accordingly, payments on notes
made in a specified currency other than U.S. dollars will be made from an account with a bank located in the country issuing the specified
currency. As a result, you may have difficulty or be unable to convert such specified currencies into U.S. dollars on a timely basis or at all. See
"Description of Notes � Payment of Principal and Interest." Unless otherwise specified in the applicable pricing supplement, notes denominated
in a specified currency other than U.S. dollars will not be sold in, or to residents of, the country issuing the specified currency in which particular
notes are denominated.

Judgments in a Foreign Currency Could Result in a Substantial Loss to You.

        The notes will be governed by and construed in accordance with the laws of the State of New York. If an action based on the notes were
commenced in a court in the United States, it is likely that such court would grant judgment relating to the notes only in U.S. dollars. It is not
clear, however, whether in granting such judgment, the rate of conversion into U.S. dollars would be determined with
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reference to the date of default, the date judgment is rendered or some other date. New York statutory law provides, however, that a court shall
render a judgment or decree in the foreign currency of the underlying obligation and that the judgment or decree shall be converted into
U.S. dollars at the exchange rate prevailing on the date of entry of the judgment. Therefore, the exchange rate on the date of the judgment could
be more favorable than the exchange rate on the date that the judgment is paid.

        Please note, this prospectus supplement, the attached prospectus and the applicable pricing supplement do not describe all the risks of an
investment in notes denominated in a specified currency other than U.S. dollars, or the principal of or the premium and/or any interest on which
are determined by reference to a currency, currency index or indices, equity index or indices or other formula or measure. You should consult
your own financial and legal advisors as to the risks entailed by an investment in notes denominated in a specified currency other than
U.S. dollars, or as to which the principal, premium and/or any interest is determined by reference to a currency, currency index or indices, equity
index or indices or other formula or measure. These notes are not an appropriate investment for investors who are unsophisticated with respect to
foreign currency, equity linked or indexed transactions.

CMS Spread Range Accrual Note Interest Rate Risk.

        You should consider the risk that the 30-Year CMS Rate minus the 2-Year CMS Rate, determined on a daily basis, may be less than 0% on
one or more New York Business Days during the applicable Interest Payment Period, in which case the Notes will not accrue interest for any
day relating to an Accrual Determination Date on which the Accrual Provision is not satisfied during the Interest Payment Period. During the
period from April 28, 2000 through June 8, 2000, the difference of the 30-Year CMS Rate minus the 2-Year CMS Rate was, at times, less than
zero (as determined by reference to the last trade data reported by Bloomberg L.P.).

        Although the Interest Rate on the Notes is determined by reference to the difference between the 30-Year CMS Rate and the 2-Year CMS
Rate, the Notes do not actually pay that difference. The maximum Interest Rate for any Interest Payment Period will be equal to the interest rate
factor for that Interest Payment Period (7%, 8% or 12%, as applicable). In addition, no determination as to satisfaction of the Accrual Provision
will be made with respect to the Exclusion Period. The determination with respect to each day of an Exclusion Period will be deemed to have
been made on the last New York Business Day prior to such Exclusion Period, regardless of what the actual differences are between the 30-Year
CMS Rate and the 2-Year CMS Rate for each of the days in that Exclusion Period or whether the Accrual Provision would have otherwise been
satisfied if actually tested in that period. As a result, the Interest Rate determination for any Interest Payment Period may not directly correlate to
the actual spread between the 30-Year CMS Rate and the 2-Year CMS Rate on each of the New York Business Days in that Interest
Payment Period.

CMS Spread Range Accrual Note Call Risk.

        You should consider that it is more likely that we will redeem the notes prior to the maturity date if the Interest Rate results in an interest
payment greater than instruments of comparable maturity and credit rating trading in the market.

CMS Spread Range Accrual Note Liquidity Risk.

        The Notes will not be listed on any securities exchange and we do not expect a trading market to develop, which may affect the price that
you receive for your Notes upon any sale prior to Maturity. You should be aware that we cannot ensure that a secondary market in the Notes will
develop and, if such market were to develop, it may not be liquid. If you sell your Notes prior to Maturity, you may
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receive less than the amount you originally invested. The Calculation Agent has advised us that it intends under ordinary market conditions to
indicate prices for the Notes on request. However, we cannot guarantee that bids for outstanding Notes will be made in the future, nor can we
predict the price at which those bids will be made. The secondary market for, and the market value of, the Notes will be affected by a number of
factors independent of our creditworthiness, including the level and direction of interest rates, the Accrual Provisions applicable to the Notes, the
anticipated level and potential volatility of the 30-Year CMS Rate and the 2-Year CMS Rate, the method of calculating the 30-Year CMS Rate
and the 2-Year CMS Rate, the time remaining to Maturity of the Notes, our right to redeem the Notes, the aggregate principal amount of the
Notes, the availability of comparable instruments and the cost to us of unwinding any related hedging activity or any funding arrangement.

        Except as set forth under "Certain U.S. Federal Income Tax Considerations," the information set forth in this prospectus supplement is
directed to prospective purchasers who are U.S. residents, and we disclaim any responsibility to advise prospective purchasers who are residents
of countries other than the United States with respect to any matters that may affect the purchase, holding or receipt of payments of principal
(and premium, if any) and any interest with respect to the notes. These persons should consult their own financial and legal advisors with regard
to such matters.

PRICING SUPPLEMENT

        The pricing supplement for each offering of notes will contain the specific information and terms for that offering. The pricing supplement
may also add, update or change information contained in this prospectus supplement and the prospectus. If any information in the pricing
supplement, including any changes in the method of calculating interest on any note, is inconsistent with this prospectus supplement, you should
rely on the information in the pricing supplement. It is important that you consider all of the information in the pricing supplement, this
prospectus supplement and the prospectus when making your investment decision.

DESCRIPTION OF NOTES

General

        The following terms apply to each note unless otherwise specified in the applicable pricing supplement and the note. The applicable pricing
supplement will describe the terms for the notes, including:

�
interest rate;

�
index or other formulas on which principal, interest or other amounts payable may be based;

�
remarketing provisions;

�
our right to redeem notes;

�
your right to tender notes you have purchased; and

�
any other provisions.

        We may issue either Senior Debt Securities or Subordinated Debt Securities under the Senior Indenture, between us and the Trustee that is
more fully described in the accompanying prospectus. The notes are part of a single series of our debt securities that are issuable under the
indenture. For a description of the rights attaching to the debt securities under the indenture, see "Description of Debt Securities" in the
accompanying prospectus. This description and the description under "Description of Debt Securities" in the accompanying prospectus are
summaries and do not restate the indenture. We urge you to read the indenture and its supplements which we have filed with the SEC because
they, and not this description or the one in the accompanying prospectus, define your rights as a holder of
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notes. See "Where You Can Find More Information" in the accompanying prospectus on how to locate the indenture and its supplements.

        The notes are limited in amount as described on the cover page of this prospectus supplement, less an amount equal to the aggregate initial
public offering price of any other securities we may issue in the future, including any other series of medium-term notes. We may increase this
limit if we wish to sell additional notes in the future. Under the indenture, we may issue debt securities over the amount authorized on the date of
this prospectus supplement without obtaining your consent or the consent of holders of other debt securities. Each series of notes or other debt
securities may differ as to their terms. For current information on our outstanding debt, see our most recent Forms 10-K and 10-Q. See "Where
You Can Find More Information" in the accompanying prospectus.

        We will offer the notes on a continuous basis at various times. The notes will mature at face value nine months or more from the date they
are issued and before maturity may be subject to redemption at our option or repayment at your option, as specified in the applicable pricing
supplement. Each note will be denominated in either U.S. dollars or in another currency that will be specified both on the face of the note and in
the applicable pricing supplement.

        You will be required to pay for any notes you purchase by delivery of the requisite amount of the specified currency to an agent, unless
other arrangements have been made. Payments should be made in the specified currency in the country issuing the specified currency, provided
that, at your election and, in certain circumstances, at our option, payments on notes denominated in other than U.S. dollars may be made in
U.S. dollars. See "Risk Factors � The Unavailability of Currencies Could Result in a Substantial Loss to You" and "Payment of Principal
and Interest."

        U.S. dollar-denominated notes will be issued in minimum denominations of $25,000, increased in multiples of $1,000.
Non-U.S. dollar-denominated notes will be issued in the amount of the specified currency equal to US $25,000 or any integral multiple of the
equivalent of US $1,000, as determined by reference to the noon buying rate in New York City for cable transfers in that specified currency as
certified for customs purposes by the Federal Reserve Bank of New York for that specified currency on the Business Day before the date of
issuance or, if that exchange rate is not available, then on the basis of the most recently available exchange rate for the specified currency. We
may specify other authorized denominations in the applicable pricing supplement.

        We may issue the notes as currency indexed notes, the principal amount of which is payable at or before maturity and any interest on which
and any premium or other amounts payable with respect to which will be determined by the difference between the currency in which the notes
are denominated and another currency or composite currency or by reference to any other currency index or indices, as set forth in the applicable
pricing supplement. See "Currency Indexed Notes."

        We may also issue the notes as indexed notes, the principal amount of which is payable at or before maturity and any interest on which and
any premium or other amounts payable with respect to which will be determined by reference to the price or performance of one or more
specified securities, commodities or indices on certain specified dates, or by some other financial, economic or other measures or instruments.
See "Other Indexed Notes."

�
The notes are unsecured and will rank equally with all of our unsecured and unsubordinated debt, including the other debt
securities issued under the indenture. Because we are a holding company, the notes will be effectively subordinated to the
claims of creditors of our subsidiaries with respect to their assets.

The notes will not have a sinking fund unless otherwise specified in the pricing supplement.

        Unless otherwise set forth in the applicable pricing supplement, each note will be issued in "book-entry" form represented by a permanent
global security registered in the name of The
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Depository Trust Company or its nominee. As long as DTC or its nominee is the registered owner of a global security, DTC or its nominee will
be considered the sole owner or holder of the book-entry note(s) represented by that global security under the indenture. See "Book-Entry
Procedures and Settlement" in the accompanying prospectus.

        We may issue the notes as exchangeable notes that are exchangeable at your option for:

�
the securities, or cash representing the value of securities, of an entity unaffiliated with us;

�
a basket of these securities;

�
an index or indices of these securities; or

�
any combination of the above options, as is described in the applicable pricing supplement.

Exchangeable notes may bear interest or be issued with original issue discount or at a premium, all as specified in the applicable pricing
supplement. See "Exchangeable Notes."

        Under the terms of the indenture, we may defease the notes. See "Description of Debt Securities � Defeasance" in the
accompanying prospectus.

        In the following discussion, any time we refer to paying principal on the notes, we mean at maturity or upon redemption or repayment. All
times are New York City time unless otherwise noted. The following terms may apply to each note as specified in the applicable pricing
supplement. We have provided the definitions of certain capitalized terms used in this prospectus supplement in the Glossary.

Possible Principal Protection

        The applicable pricing supplement will detail whether your principal investment in the notes is (1) fully guaranteed and thus protected,
(2) partially protected, (3) possibly protected or (4) not protected.

        Principal protected means that, if held to maturity, your principal investment in the notes is guaranteed and will not be at risk of loss. At
maturity, you will receive at least the principal amount of the notes.

        Partial protection means that, your principal investment in the notes is only partially guaranteed. At maturity, you may receive only a
portion of the principal amount of the notes.

        Possible principal protection means that only under certain circumstances will your principal investment in the notes be guaranteed. If, and
only if, the specific circumstances in the applicable pricing supplement are met and if the notes are held to maturity, your principal investment in
the notes is guaranteed and will not be at risk of loss. If the specific circumstances in the applicable pricing supplement are not met, then your
investment may result in a loss as there is no guaranteed return of principal.

        If your principal investment is not principal protected, then there is no fixed repayment amount of principal at maturity. Your investment
may result in a loss as there is no guaranteed return of principal, and at maturity, the amount you receive may be less than the original purchase
price of the notes.

Interest Rate

General

        We have provided a Glossary at the end of this prospectus supplement to define certain capitalized words used in discussing the interest rate
payable on the notes.
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        The interest rate on the notes will be either fixed or floating. The interest paid will include interest accrued from the date of original issue
to, but excluding, the relevant interest payment date, maturity
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date, redemption date or repayment date and will be payable on each interest payment date and upon maturity, redemption or repayment. Interest
will be paid to the person in whose name the note is registered at the close of business on the record date before each interest payment date,
which in the case of global securities representing book-entry notes will be the depository or its nominee. However, interest payable upon
maturity, redemption or repayment will be payable to the person to whom principal is payable, which in the case of global securities representing
book-entry notes will be the depository or its nominee. The first interest payment on any note issued between a record date and an interest
payment date will be made on the interest payment date after the next record date.

Fixed Rate Notes

        The applicable pricing supplement will designate the fixed rate of interest payable on a fixed rate note. The fixed rate of interest may be
zero in the case of a fixed rate note issued with original issue discount. Each fixed rate note will bear interest from its date of original issue at the
rate per year stated on its face until the principal is paid or made available for payment. Interest will be paid semiannually or otherwise on the
dates specified in the applicable pricing supplement and at maturity, or on redemption or optional repayment.

        The record dates for fixed rate notes will be 15 calendar days before the interest payment date, whether or not that date is a Business Day,
unless otherwise specified in the applicable pricing supplement. Interest will be computed using a 360-day year of twelve 30-day months. In the
event that any interest payment date, maturity date, redemption date or repayment date of a fixed rate note is not a Business Day, the related
payment of principal, premium, if any, or interest will be made on the next succeeding Business Day and, unless otherwise specified by the
applicable pricing supplement, no interest shall accrue for the period from and after that interest payment date, maturity date, redemption date or
repayment date, as the case may be, to the next Business Day.

Floating Rate Notes

General

        The interest rate on a floating rate note will be calculated by reference to the specified interest rate formula, plus or minus a spread, if any,
as specified in the applicable pricing supplement. The spread is the number of basis points specified in the applicable pricing supplement as
applicable to the interest rate for the floating rate note and may be a fixed amount or an amount that increases or decreases over time. The
formula may be based on any of the following rates:

�
the Commercial Paper Rate;

�
LIBOR;

�
EURIBOR;

�
the Federal Funds Rate;

�
the Treasury Rate;

�
the Prime Rate;

�
the CMT Rate;

�
CMS Spread Range Accrual Rate; or

�
another interest rate formula.

In addition to any spread, the applicable pricing supplement will also indicate any applicable maximum or minimum interest rate limitations.
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        The applicable pricing supplement also will define or specify the following terms, if applicable:

�
Calculation Date;

�
initial interest rate;

�
interest payment period;

�
interest payment dates;

�
record date;

�
Index Maturity;

�
Interest Determination Date;

�
Interest Reset Period;

�
Interest Reset Date; and

�
sinking fund, if any.

        On your request, the Calculation Agent will provide you with the current interest rate and the interest rate which will become effective on
the next interest reset date. See " � How Interest Is Calculated."

Date Interest Rate Changes

        The interest rate on floating rate notes may be reset daily, weekly, monthly, quarterly, semiannually or annually, as provided in the
applicable pricing supplement. Unless otherwise set forth in the applicable pricing supplement, the Interest Reset Date will be:

�
for notes which reset daily, each Business Day;

�
for notes (other than Treasury Rate notes) which reset weekly, the Wednesday of each week;

�
for Treasury Rate notes which reset weekly, the Tuesday of each week;

�
for notes which reset monthly, the third Wednesday of each month;

�
for notes which reset quarterly, the third Wednesday of March, June, September and December;

�
for notes which reset semiannually, the third Wednesday of the two months specified in the note and/or the applicable
pricing supplement; and
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�
for notes which reset annually, the third Wednesday of the month specified in the note and/or the applicable
pricing supplement.

The initial interest rate or interest rate formula effective until the first Interest Reset Date will be indicated in the applicable pricing supplement.

        After the first Interest Reset Date, the interest rate will be the rate determined on the next Interest Determination Date as explained below.
Each time a new interest rate is determined it will become effective on the next Interest Reset Date. Except for notes which reset daily or
weekly, no changes will be made in the interest rate during the 10 days before the date of maturity, redemption or repayment. Unless otherwise
specified in the applicable pricing supplement, the interest rate for notes with daily interest reset dates may be changed until the Business Day
immediately before the maturity date. Unless otherwise specified in the applicable pricing supplement, the interest rate for notes with weekly
reset dates may be changed until the Interest Reset Date immediately before the maturity date. If any Interest Reset Date is not a Business Day,
then the Interest Reset Date will be postponed to the
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next Business Day. However, in the case of a LIBOR note, if the next Business Day is in the next calendar month, the Interest Reset Date will be
the preceding Business Day.

        In the case of weekly reset Treasury Rate notes, if an auction of Treasury bills falls on a day that is an Interest Reset Date for Treasury Rate
notes, the Interest Reset Date will be the following day that is a Business Day.

When Interest Rate Is Determined

�
Unless otherwise specified in the applicable pricing supplement, on the Interest Determination Date.

When Interest Is Paid

        Unless otherwise specified in the applicable pricing supplement, interest is paid as follows:

�
for notes which reset daily, weekly or monthly, on the third Wednesday of each month or on the third Wednesday of March,
June, September and December of each year, as specified in the note or the applicable pricing supplement;

�
for notes which reset quarterly, on the third Wednesday of March, June, September and December of each year;

�
for notes which reset semiannually, on the third Wednesday of the two months of each year specified in the note or the
applicable pricing supplement;

�
for notes which reset annually, on the third Wednesday of the month specified in the note or the applicable pricing
supplement; and

�
at maturity, redemption or optional repayment.

        If any interest payment date, maturity date, redemption date or repayment date of a floating rate note is not a Business Day, the related
payment of principal, premium, if any, or interest will be postponed to the next Business Day and, unless otherwise specified in the applicable
pricing supplement, no additional interest shall accrue for the period from and after that interest payment date, maturity date, redemption date or
repayment date, as the case may be, to the next Business Day. However, for LIBOR notes, if the next Business Day is in the next calendar
month, principal, premium, if any, or interest will be paid on the preceding Business Day, provided that any such Business Day is also a London
Banking Day.

        For floating rate notes, the record date will be 15 calendar days before each interest payment date, whether or not that date is a Business
Day, unless otherwise specified in the applicable pricing supplement.

How Interest Is Calculated

        Unless otherwise specified in the applicable pricing supplement, interest payments will be the amount of interest accrued from, and
including, the prior interest payment date in respect of which interest has been paid (or from, and including, the date of original issue if no
interest has been paid), to, but excluding, the interest payment date. If the interest payment date is also a day that principal is due, the interest
payable will include interest accrued to, but excluding, the date of maturity, redemption or optional repayment.
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         Accrued interest from the date of original issue or from the last date to which interest has been paid is calculated by multiplying the face
amount of the floating rate note by an accrued interest factor. The accrued interest factor is computed by adding the interest factors calculated for
each day from the date of issue, or from the last date to which interest has been paid, to the date for which accrued interest is being calculated.
The interest factor (expressed as a decimal calculated to seven decimal places without rounding) for each such day is computed by dividing the
interest rate applicable to that day by 360, in the case of Commercial Paper Rate notes, Federal Funds Rate notes, LIBOR notes and Prime Rate
notes, or by the actual number of days in the year, in the case of Treasury Rate notes. With respect to CMT Rate notes and CMS Spread Range
Accrual notes, interest is calculated on the basis of twelve 30-day months and a 360-day year.

        All percentages resulting from any calculation on floating rate notes will be rounded, if necessary, to the nearest one hundred-thousandth of
a percentage point, with five one-millionths of a percentage point rounded upward (e.g., 6.876545% (or .06876545) being rounded to 6.87655%
(or .0687655) and 6.876544% (or .06876544) being rounded to 6.87654% (or .0687654)), and all dollar amounts used in or resulting from such
calculation will be rounded to the nearest cent (with one-half cent being rounded upward).

        Unless otherwise specified in the applicable pricing supplement, the Calculation Date relating to an Interest Determination Date will be the
earlier of (a) the tenth calendar day after the Interest Determination Date or, if that day is not a Business Day, the next Business Day or (b) the
Business Day before the applicable interest payment date, maturity date, redemption date or repayment date. JPMorgan Chase Bank, N.A.
(formerly, The Chase Manhattan Bank) will be the Calculation Agent with respect to the floating rate notes. On your request, the Calculation
Agent will provide you with the interest rate then in effect, and, if different, the interest rate that will become effective as a result of a
determination made on the most recent Interest Reset Date with respect to your floating rate note.

Legal Maximum Interest Rate

        In addition to any maximum interest rate for any floating rate note, the interest rate on the floating rate notes will not be higher than the
maximum rate permitted by New York law, as modified by federal law. Current New York law provides a maximum interest rate of 25% per
annum. This limit does not apply to notes with principal amounts of more than $2,500,000.

Commercial Paper Rate Notes

        Each Commercial Paper Rate note will bear interest at the rate (calculated with reference to the Commercial Paper Rate and any spread)
specified in the Commercial Paper Rate note and in the applicable pricing supplement.

LIBOR Notes

        Each LIBOR note will bear interest at the rate (calculated with reference to LIBOR and any spread) specified in the LIBOR note and in the
applicable pricing supplement. LIBOR will be determined by the Calculation Agent unless otherwise specified in the applicable
pricing supplement.

EURIBOR Notes

        Each EURIBOR note will bear interest at the rate (calculated with reference to EURIBOR and any spread) specified in the EURIBOR note
and in the applicable pricing supplement. Interest on the Notes will be paid in Euros unless otherwise specified in the applicable
pricing supplement.
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        If Euros are unavailable to us due to the imposition of exchange controls or other circumstances beyond our control or are no longer used
by the relevant government or for the settlement of transactions within the international banking community, then all payments in respect of such
EURIBOR note will be made in U.S. dollars until Euros are again available to us or so used. Even if there are no actual exchange controls, it is
possible that Euros will not be available to make payments when due. In that event, the amounts payable on any date in Euros will be converted
into U.S. dollars on the basis of the most recently available market exchange rate as determined by the Calculation Agent in its sole discretion.
All determinations will, in the absence of clear error, be binding on holders of the EURIBOR notes. Any payment in respect of such EURIBOR
note so made in U.S. dollars will not constitute an event of default under the applicable Indenture.

Federal Funds Rate Notes

        Each Federal Funds Rate note will bear interest at the rate (calculated with reference to the Federal Funds Rate and any spread) specified in
the Federal Funds Rate note and in the applicable pricing supplement. The Federal Funds Rate may be either of the Federal Funds (Effective)
Rate or the Federal Funds (Open) Rate.

        If (1) the applicable Federal Funds (Effective) Rate or (2) the Federal Funds (Open) Rate is not published by 3:00 p.m. on the relevant
Calculation Date, then the Federal Funds (Effective) Rate and the Federal Funds (Open) Rate, as applicable, will be calculated by the
Calculation Agent as the arithmetic mean of the rates for the last transaction in overnight Federal Funds arranged by three leading brokers of
Federal Funds transactions in New York City selected by the Calculation Agent as of 11:00 a.m., on that Interest Determination Date.

        If the brokers that are selected by the Calculation Agent are not quoting, the interest rate in effect for the applicable period will remain the
interest rate then in effect on such Interest Determination Date.

Treasury Rate Notes

        Each Treasury Rate note will bear interest at the rate (calculated with reference to the Treasury Rate and any spread) specified in the
Treasury Rate note and in the applicable pricing supplement.

Prime Rate Notes

        Each Prime Rate note will bear interest at the rate (calculated with reference to the Prime Rate and any spread) specified in the Prime Rate
note and the applicable pricing supplement.

CMT Rate Notes

        Each CMT Rate note will bear interest at the rate (calculated with reference to the CMT Rate and any spread) specified in the CMT Rate
note and in the applicable pricing supplement.

CMS Spread Range Accrual Notes

        Interest may accrue (at the rate per annum under Interest Rate above for each Interest Payment Period) on each day on which the 30-Year
CMS Rate minus the 2-Year CMS Rate for the relevant Accrual Determination Date is equal to or greater than 0% (such calculation referred to
as the Accrual Provision). If, however, the 30-Year CMS Rate minus the 2-Year CMS Rate for any Accrual Determination Date is less than 0%,
then no interest will accrue for any day relating to such Accrual Determination Date. No determination as to satisfaction of the Accrual
Provision will be made with respect to the Exclusion Period. The determination with respect to each day of an Exclusion Period will be deemed
to have been made on the last New York Business Day prior to such Exclusion Period.
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Inverse Floating Rate Notes

        Any floating rate note may be designated in the applicable pricing supplement as an inverse floating rate note. In such an event, unless
otherwise specified in the applicable pricing supplement, the interest rate on the floating rate note will be equal to a fixed rate of interest minus
an interest rate determined based on a rate specified in the applicable pricing supplement, as adjusted by any spread or multiplier.

Index Notes

Currency Indexed Notes

        We may offer notes the principal amounts of which are payable at or before maturity and the amounts of interest payable on which and/or
any premium payable with respect to which are determined by the rate of exchange between the specified currency and the other currency or
composite currency or currencies specified as the indexed currency or by reference to some other currency index or indices, in each case as set
forth in the applicable pricing supplement.

        Unless otherwise specified in the applicable pricing supplement, you will be entitled to receive a principal amount or portion of that amount
in respect of the currency indexed note exceeding the amount designated as the face amount of the currency indexed note in the applicable
pricing supplement if, at the stated maturity date, the rate at which the specified currency can be exchanged for the indexed currency is greater
than the rate of exchange designated as the base exchange rate, which is expressed in units of the indexed currency per one unit of the specified
currency, as specified in the applicable pricing supplement. You will only be entitled to receive a principal amount in respect of the currency
indexed notes less than the face amount of currency indexed notes, if, at the stated maturity date, the rate at which the specified currency can be
exchanged for the indexed currency is less than the base exchange rate, in each case determined as described under "Payment of Principal
and Interest."

        The applicable pricing supplement will set forth information as to the relative historical value of the applicable specified currency against
the applicable indexed currency, any currency and/or exchange controls applicable to the specified currency or indexed currency and any
additional tax consequences to holders. See "Risk Factors � Changes in Exchange Rates and Exchange Controls Could Result in a Substantial
Loss to You."

        Unless otherwise specified in the applicable pricing supplement, we will pay interest, and any premium, in the specified currency based on
the face amount of the currency indexed notes and at the rate and times and in the manner set forth in this prospectus supplement and in the
applicable pricing supplement.

Other Indexed Notes

        We may issue indexed notes, in which the amount of principal, or any premium, interest, or other amounts payable at or before maturity is
determined by reference, either directly or indirectly, to the price or performance of:

�
one or more securities;

�
one or more commodities;

�
any other financial, economic or other measures or instruments, including the occurrence or non-occurrence of any event or
circumstance; and/or

�
indices or baskets of any of these items.
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�
The applicable pricing supplement relating to these other indexed notes will describe one or more of the following terms of
your notes:

�
the method by and the terms on which any amount of principal will be paid on or before maturity;

�
the amount of any interest, premium or other amounts we will pay you or the formula we will use to calculate these amounts;
a description of certain additional risks associated with investment in these notes and other information relating to
these notes.

        See "Risk Factors � Holders of Indexed Notes are Subject to Important Risks that are not Associated with More Conventional
Debt Securities."

Original Issue Discount Notes

        We may issue original issue discount notes, including zero coupon notes, which may be fixed rate, floating rate, or indexed notes that are
issued at a price lower than their principal amount or lower than their minimum repayment amount at maturity. Original issue discount notes
may bear no interest or may bear interest at a rate that is below market rates at the time of issuance. For notes that do not have any periodic
interest payments, interest normally accrues during the life of the notes and is paid at the maturity date or upon earlier redemption or
prepayment. Upon an acceleration of the maturity of an original issue discount note, the amount of interest payable will be determined in
accordance with the terms of the note as described in the applicable pricing supplement. That amount is normally less than the amount payable at
the maturity date. See "Certain U.S. Federal Income Tax Considerations � Original Issue Discount."

Payment of Principal and Interest

        Unless otherwise specified in the applicable pricing supplement, we will pay principal and any premium, interest or other amounts payable
on all notes in the applicable specified currency. However, payments on notes denominated in a specified currency other than U.S. dollars will
be made in U.S. dollars as described below, unless otherwise specified in the applicable pricing supplement.

At your option

        Except as provided in the next paragraph, we will pay principal and premium, if any, and interest on all notes denominated in a specified
currency other than U.S. dollars in U.S. dollars if the registered noteholder on the relevant record date or at maturity, as the case may be, has
delivered a written request for payment of such note in U.S. dollars to the Trustee at its Corporate Trust Office in New York City on or before
the applicable record date or 15 days before maturity, as the case may be. The request may be made in writing (mailed or hand delivered) or by
cable, telex or other form of facsimile transmission. Any request made will remain in effect with respect to further payments of principal
(and premium, if any) and any interest with respect to the note payable to such holder unless the request is revoked on or before the relevant
record date or 15 days before maturity, as the case may be. Please note that holders of notes denominated in a specified currency other than
U.S. dollars whose notes are registered in the name of a broker or nominee should contact that broker or nominee to determine whether and how
an election to receive payments in U.S. dollars should be made.

        The U.S. dollar amount to be paid to a holder of a note denominated in a specified currency other than U.S. dollars who elects to receive
payment in U.S. dollars will be based on the highest bid quotation in New York City received by the Exchange Rate Agent as of 11:00 a.m. on
the second Business Day before the applicable payment date from three recognized foreign exchange dealers (one of which may be the
Exchange Rate Agent) for the purchase by the quoting dealer of the specified currency for U.S. dollars for settlement on the payment date in the
aggregate amount of the
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specified currency payable to all noteholders electing to receive U.S. dollar payments and at which the applicable dealer commits to execute a
contract. If three bid quotations are not available on the second Business Day before the date of payment, the payment will be made in the
specified currency. All currency exchange costs whether your notes will be exchangeable for or payable in cash, securities of an issuer other than
The Bear Stearns Companies Inc. or other property; additional tax consequences to the holders of these notes, and associated with any payment
in U.S. dollars on notes denominated in specified currencies other than U.S. dollars will be borne by the noteholder and will be deducted from
the payment to such noteholder.

        Interest will be payable to the person in whose name a note is registered, which in the case of global securities will be the depository or its
nominee, at the close of business on the record date before each interest payment date. However, interest payable at maturity will be payable to
the person to whom principal shall be payable, which in the case of global securities will be the depository or its nominee.

        The total amount of any principal (and premium, if any) and any interest due on any global security representing one or more book-entry
notes on any interest payment date or at maturity will be made available to the Trustee on such date. As soon as possible thereafter, the Trustee
will make such payments to the depository. The depository will allocate the payments to each book-entry note represented by a global security
and make payments to the holders of such global security in accordance with its existing operating procedures. We and the Trustee will not have
any responsibility or liability for the payments by the depository. So long as the depository or its nominee is the registered holder of any global
security, the depository or its nominee, as the case may be, will be considered the sole holder of the book-entry note or notes represented by such
global security for all purposes under the indenture. We understand, however, that under existing industry practice, the depository will authorize
the persons on whose behalf it holds a global security to exercise certain rights of holders of securities. See "Book-Entry Procedures and
Settlement" in the accompanying prospectus.

        Payments of principal (and premium, if any) and any interest with respect to a note to be made in a specified currency other than
U.S. dollars will be made by wire transfer to an account maintained by the noteholder with a bank located in the country issuing the specified
currency. Payments may also be made to the noteholder's account in another jurisdiction that we and the Trustee have approved and which has
been designated by the registered noteholder on the relevant record date or at maturity, as the case may be, in writing on or before the relevant
record date before the interest payment date or 15 days before maturity, as the case may be, and, in the case of payments due at maturity, the
note is presented to the Paying Agent in time for the Paying Agent to pay to that account in accordance with its normal procedures. The
designation shall be made by filing the appropriate information with the Trustee at its Corporate Trust Office in the Borough of Manhattan,
New York City, and, unless revoked in writing, will remain in effect with respect to any future payments on the note payable to such holder.

        If payment cannot be made by wire transfer because the Trustee has not received the required designation on or before the requisite date or
for any other reason, a notice will be mailed to the noteholder at its registered address requesting a designation by which the wire transfer can be
made and, within five Business Days of receiving this designation, the Trustee will make the appropriate payment. We will pay any
administrative costs imposed by banks in connection with making payments by wire transfer, however, except as specified in the applicable
pricing supplement, any taxes, assessments or governmental charges imposed on payments will be borne by the noteholder to whom payments
are made.

        If the official unit of any component currency is changed as a result of combination or subdivision, the number of units of that currency as a
component shall be divided or multiplied in the same proportion. If two or more component currencies are consolidated into a single currency,
the amounts of those currencies as components shall be replaced by an amount in such single currency equal to the
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sum of the amounts of the consolidated component currencies expressed in that single currency. If any component currency is divided into two
or more currencies, the amount of that currency as a component shall be replaced by amounts of those two or more currencies, each of which
will have a value on the date of division equal to its proportionate share of the former component currency.

        Notes denominated in a specified currency other than U.S. dollars will provide that, in the event of an official redenomination of the
specified currency, our obligations shall, in all cases, be deemed immediately following the redenomination to provide for payment of that
amount of the redenominated specified currency representing the amount of such obligations immediately before the currency
was redenominated.

        All determinations set forth above to be made by the Calculation Agent and the Exchange Rate Agent, except as expressly provided in this
prospectus supplement or the applicable pricing supplement, shall be conclusive for all purposes and binding on all noteholders and on us, in the
absence of manifest error, and the Calculation Agent and the Exchange Rate Agent shall not be held liable for these determinations.

At our option in the case of an imposition of exchange controls or other circumstances beyond our control.

        If the principal of (and premium, if any) or interest on any note is payable in a specified currency other than U.S. dollars and that specified
currency is not available due to the imposition of exchange controls or other circumstances beyond our control, or is no longer used by the
government of the country issuing that currency or for settlement of transactions by public institutions of or within the international banking
community, we may make the requisite payments in U.S. dollars on the basis of the noon buying rate in New York City for cable transfers in
that specified currency as certified for customs purposes by the Federal Reserve Bank of New York for that specified currency on the second
Business Day before the applicable payment date or, if that exchange rate is not available, then on the basis of the most recently available
exchange rate.

Exchangeable Notes

        We may offer notes that are exchangeable at your option for securities, or cash representing the value of securities, of an entity unaffiliated
with us; a basket of these securities; an index or indices of these securities or any combination of these options, all as will be described in the
applicable pricing supplement. Exchangeable notes may bear interest or be issued with original issue discount or at a premium, all as will be
specified in the applicable pricing supplement.

        Unless otherwise specified in the applicable pricing supplement, exchangeable notes will entitle you, either during a period or at specific
times, to exchange your note for the underlying security or securities constituting the underlying basket, index or indices of these securities
(or combination of these alternatives) at a specified rate of exchange. If so specified in the applicable pricing supplement, exchangeable notes
will be redeemable at our option before maturity. If you do not elect to exchange your exchangeable note before maturity or any applicable date
for redemption, you will receive the principal amount of such note or applicable redemption price in cash.

        Upon exchange, at maturity or otherwise, of your exchangeable note, you may receive, at the specified exchange rate, either the underlying
security or the securities constituting the relevant basket, index or indices or the cash value of such underlying security or securities, all as may
be specified in the applicable pricing supplement. The underlying security or securities constituting any basket, index or indices may be the
securities of either U.S. or foreign entities, or both, and the exchangeable notes may provide for protection against fluctuations in the rate of
exchange between the currency in which that note is denominated and the currency or currencies in which the market prices of the underlying
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security or securities are quoted, all as may be specified in the applicable pricing supplement. Exchangeable notes may have other terms, which
will be specified in the applicable pricing supplement.

Reopened Issues

        We may "reopen" certain issues at any time by offering additional notes with terms identical (other than issue date and issue price) to those
of existing notes.

Further Issuances

        Under certain limited circumstances, and at our sole discretion, we may offer further issuances of the notes. These further issuances, if any,
will be consolidated to form a single series with the notes and will have the same CUSIP number and will trade interchangeably with the notes
immediately upon settlement. Any additional reissuances will be offered at a price to be determined at the time of pricing of each offering of the
notes, which will be a function of the prevailing market conditions and issue price at the time of the relevant sale.

Extension of Maturity Date

        The applicable pricing supplement will indicate whether we may extend the maturity of an Extendible Note.

        During the notice period for each election date, you may elect to extend the maturity of all or any portion of the principal amount of your
Extendible Notes so that the maturity of your Extendible Notes will be extended as specified in the applicable pricing supplement. However, if
the date to which your Extendible Note is extended, as specified in the applicable pricing supplement, is not a Business Day, the maturity of
your Extendible Notes will be extended to the immediately preceding Business Day. The election dates will be specified in the applicable pricing
supplement, whether or not any such day is a Business Day.

        You may elect to extend the maturity of all of your Extendible Notes or of any portion thereof having a principal amount of $25,000 or any
multiple of $1,000 in excess thereof. To make your election effective on any election date, you must deliver a notice of election during the notice
period for that election date. The notice period for each election date will begin on the 5th Business Day prior to the election date and end on the
election date; however, if that election date is not a Business Day, the notice period will be extended to the following Business Day. Your notice
of election must be delivered to the Trustee for the Extendible Notes, through the normal clearing system channels described in more detail
below, no later than the last Business Day of the notice period. Upon delivery to the Trustee of a notice of election to extend the maturity of the
Extendible Notes or any portion thereof during a notice period, that election will be revocable during each day of such notice period, until
12:00 noon (New York City time) on the last Business Day in such notice period, at which time such notice will become irrevocable.

        If on any election date you do not make an election to extend the maturity of all or any portion of the principal amount of your Extendible
Notes, the principal amount of the Extendible Notes for which you have failed to make such an election will become due and payable on the
initial maturity date, or any later date to which the maturity of your Extendible Notes has previously been extended. The principal amount of the
Extendible Notes for which such election is not exercised will be represented by a note issued on such election date. The new note so issued will
have the same terms as the Extendible Notes, except that it will not be extendible, will have a separate CUSIP number and its maturity date will
be the date that is specified in the applicable pricing supplement from and including such election date or, if such date that is specified in the
applicable pricing supplement is not a Business Day, the immediately preceding Business Day. The failure to elect to extend the maturity of

S-20

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

89



all or any portion of the Extendible Notes will be irrevocable and will be binding upon any subsequent holder of such Extendible Notes.

        The Extendible Notes will bear interest from the date of issuance until the principal amount thereof is paid or made available for payment at
a rate determined in the applicable pricing supplement. We describe how floating rates are determined and calculated in the section captioned
"Description of Notes � Floating Rate Notes," subject to and as modified by the applicable pricing supplement.

        The Extendible Notes will be issued in registered global form and will remain on deposit the DTC, as depositary for the Extendible Notes.
Therefore, you must exercise the option to extend the maturity of your Extendible Notes through DTC. To ensure that DTC will receive timely
notice of your election to extend the maturity of all or a portion of your Extendible Notes, so that it can deliver notice of your election to the
Trustee prior to the close of business on the last Business Day in the notice period, you must instruct the direct or indirect participant through
which you hold an interest in the Extendible Notes to notify DTC of your election to extend the maturity of your Extendible Notes in accordance
with the then applicable operating procedures of DTC. Notice of any decision to revoke your election must be made through the same clearing
system channels.

        DTC must receive any notice of election from its participants no later than 12:00 noon (New York City time) on the last Business Day in
the notice period for any election date. Different firms have different deadlines for accepting instructions from their customers. You should
consult the direct or indirect participant through which you hold an interest in the Extendible Notes to ascertain the deadline for ensuring that
timely notice will be delivered to DTC. If the election date is not a Business Day, notice of your election to extend the maturity date of your
Extendible Notes must be delivered to DTC by its participants no later than 12:00 noon (New York City time) on the first Business Day
following the election date.

        The Extendible Notes will initially be limited to an aggregate principal amount specified in the applicable pricing supplement. We may
create and issue additional floating rate Extendible Notes with the same terms as the Extendible Notes so that such additional floating rate
Extendible Notes will be combined with this initial issuance of Extendible Notes.

        We may exercise our option to extend a note's maturity date by notifying the Trustee at least 60, but not more than 75 days, before the
note's original maturity date that is in effect before we exercised our option. No later than 55 days before the original maturity date, the Trustee
will mail to each noteholder a notice, first class, postage prepaid, setting forth:

        (1)   our election to extend the note's maturity date;

        (2)   the new maturity date;

        (3)   in the case of a fixed rate note, the interest rate that will apply to the extension period or, in the case of a floating rate note,
the spread, the new Interest Reset Date(s), if any, and the new interest payment date(s), if any, that will apply to the extension
period; and

        (4)   the provisions, if any, for redemption or repayment during the extension period.

Once the Trustee has mailed the extension notice to the noteholder, the note's maturity date shall be automatically extended and, except as may
be modified by the extension notice or as described in the next paragraph, the note will have the same terms it did before the extension notice
was mailed.

        Notwithstanding the foregoing, no later than 20 days before a note's original maturity date, we may at our option revoke its interest rate, in
the case of a fixed rate note, or the spread, in the case of a floating rate note, provided for in the extension notice and establish a higher interest
rate or higher spread, as the case may be, for the extension period. We may do so by causing the Trustee to mail
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notice first class, postage prepaid, of a higher interest rate or higher spread, as the case may be, to the noteholder. The notice shall be
irrevocable. All notes with respect to which the maturity date is extended will bear the higher interest rate or higher spread, as the case may be,
for the extension period, whether or not they are tendered for repayment.

        If we extend the maturity date of a note, the holder of such note may have the option to elect repayment of such note on the original
maturity date at a price equal to the principal amount of the note plus any accrued interest to such date. In order for a note to be so repaid on the
original maturity date, you must follow the procedures set forth under "Repayment and Repurchase" for optional repayment, except that the
period for delivery of such note or notification to the Trustee shall be at least 25 but not more than 35 days before the original maturity date and
except that a noteholder who has tendered a note for repayment pursuant to an extension notice may, by written notice to the Trustee, revoke any
such tender for repayment until the close of business on the tenth day before the original maturity date.

Renewable Notes

        We may offer notes the maturity of which may be renewed at your option for one or more specified periods up to but not beyond the final
maturity of the notes. The specific terms for such extensions, including the date or dates on which the option can be exercised and whether the
option can be exercised with respect to some but not all of the notes' outstanding principal balance, will be set forth in the applicable
pricing supplement.

Redemption

        Unless otherwise stated in the applicable pricing supplement, the notes will not have a sinking fund. Redemption dates, if any, will be fixed
at the time of sale and stated in the applicable pricing supplement and on the applicable note. If no redemption date is indicated with respect to a
note, the note will not be redeemable before it matures. We may redeem notes at our option beginning on a specified redemption date if the
applicable pricing supplement permits redemption. Unless otherwise specified in the applicable pricing supplement, we may redeem such notes
in whole or in part in increments of $1,000 at a redemption price equal to 100% of the principal amount to be redeemed, together with interest
payable up to the redemption date, by giving notice not more than 60 nor less than 30 days before the redemption date.

Repayment and Repurchase

        Optional repayment dates will be set at the time of sale and set forth in the applicable pricing supplement and on the applicable note. Except
as provided under "Extension of Maturity Date," if no optional repayment date is indicated, your note will not be repayable at your option before
it matures.

        If the applicable pricing supplement permits, you may cause us to repay your notes on particular dates. Unless otherwise specified in the
applicable pricing supplement, we may be required to repay your notes in whole or in part in increments of $1,000, provided that any remaining
principal amount of the note is at least $25,000. The repayment price will be equal to 100% of the principal amount to be repaid, plus accrued
interest to the repayment date.

        Unless otherwise specified in the applicable pricing supplement, for any note to be repaid in whole or in part at your option, you must
deliver to the Trustee not less than 30 nor more than 60 days before the optional repayment date (or any shorter period as described under
"Extension of Maturity Date"):

�
the note to be repaid with the form entitled "Option to Elect Repayment" set forth on the reverse of such note duly
completed; or
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�
a telegram, telex, facsimile transmission or a letter from a member of a national securities exchange or the National
Association of Securities Dealers, Inc. or a commercial bank or a trust company in the U.S. setting forth:

�
your name,

�
the principal amount of the note,

�
the certificate number of the note or a description of the note's tenor or terms,

�
the principal amount of the note to be repaid,

�
a statement that you are exercising your option to elect repayment, and

�
a guarantee that the note to be repaid, along with the form entitled "Option to Elect Repayment" duly completed, will be
received by the Trustee no later than 5 Business Days after the date of the telegram, telex, facsimile transmission or letter.

The Trustee must receive the note and duly completed form entitled "Option to Elect Repayment" by the fifth Business Day after the date of
such telegram, telex, facsimile transmission or letter. The exercise of the repayment option will be irrevocable, except as set forth under
"Extension of Maturity Date."

        If your note is represented by a global security, the depository's nominee will be the holder and, as a result, will be the only entity that can
exercise a right to repayment. To ensure that the depository's nominee will timely exercise a right to repayment with respect to your interest in a
global security, you must instruct the broker, or other direct or indirect participant through which you hold such interest, to notify the depository
of your desire to exercise a right to repayment. To ascertain the time by which instructions must be given for timely notice to be delivered to the
depository, you should consult the broker or other direct or indirect participant through which you hold your interest in a note.

        The applicable pricing supplement may provide that the maturity of a floating rate note will be automatically extended for a specified
period, unless you elect during a designated period to terminate the automatic extension of the maturity by following the procedures described in
the applicable pricing supplement and in the floating rate note.

        At any time, we may buy the notes at any price in the open market or otherwise. Any notes we purchase may be held or resold or, at our
discretion, may be surrendered to the Trustee for cancellation.

Global Notes

Brief Description of the Global Notes

The global notes will:

�
be a single series of our debt securities under the Indenture;

�
only be redeemable before their maturity if certain events involving U.S. taxation occur as discussed under " � Redemption
Upon Certain Tax Events;"

�
be subject to defeasance in compliance with the Indenture, see "Description of Debt Securities � Defeasance" in the
accompanying prospectus; and

�
Because we are a holding company, the Notes will be effectively subordinated to the claims of creditors of our subsidiaries.
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Principal, Maturity and Interest

        The global notes will be issued in the offering and will mature on the date specified in the applicable pricing supplement. We may, without
your consent, issue additional notes having the same ranking and the same interest rate, maturity and other terms as the global notes. Any of
these additional notes, together with the global notes described in this prospectus supplement will constitute a single series of debt securities
under the Indenture. However, no additional notes may be issued if an Event of Default, defined in the accompanying prospectus, has occurred
and is continuing with respect to the global notes.

        Interest on the global notes will be paid as specified in the applicable pricing supplement, with first payment including interest from the
date of issuance, to the persons who are registered holders of the global notes on dates specified in the applicable pricing supplement
immediately before the applicable interest payment date. If any interest payment date is not a Business Day, the interest payment will be made
on the next Business Day, and the holder of the global notes is not entitled to any additional interest for the delay. If such next Business Day
falls in the next calendar month, principal or interest will be paid on the preceding day that is a Business Day.

        Interest on the global notes will accrue from the original issuance date of the global notes, or from the most recent date on which we have
paid or provided for interest on the global notes. Interest will be computed on the basis of a 360-day year of twelve 30-day months. The global
notes will not be entitled to the benefit of any mandatory sinking fund.

Principal Paying Agent, Paying Agents, Registrar and Transfer Agent

        JPMorgan Chase Bank, N.A. (formerly, The Chase Manhattan Bank), will initially act as the Principal Paying Agent unless otherwise stated
in the applicable pricing supplement.(1) We have also agreed that as long as the global notes are listed on the LSE and its rules require, we will
appoint and maintain a transfer agent and paying agent in London. The terms "paying agent" and "transfer agent" include the Principal Paying
Agent and the Registrar and any additional or successor agents appointed by us. The names of the initial Paying Agents and Transfer Agents and
their initial specified offices are set out below.

Methods of Receiving Payments on the Global Notes

        The Principal Paying Agent will pay interest to DTC, or its nominee, by wire transfer of same day funds for credit to the accounts of DTC's
participants and subsequent distribution to the beneficial owners of the global notes, or, if the global notes are issued in certificated form under
the circumstances described below in " � Book-Entry, Delivery and Form � Definitive Global Notes," the Principal Paying Agent will pay the
registered holder of the global notes against presentation and surrender by such holder of its global note to any paying agent, by U.S. dollar
check drawn on a bank in New York City and mailed on the business day immediately before the interest due date.

Payment of Additional Amounts

        Subject to the various exceptions and limitations set forth below, we will pay as additional interest or principal, as the case may be, on the
global notes, all such additional amounts that are necessary in order that the net payment by us or a paying agent of the principal of and interest
on the global notes to a person that is not a "U.S. person" for U.S. federal income tax purposes, after deduction for any tax, assessment or
governmental charge of the United States or a political subdivision or taxing authority thereof or therein, imposed by withholding with respect to
the payment and as a result of any change in, or amendment to, the laws (or any regulations or rulings promulgated thereunder) of the

(1)
Bear: Is JPMorgan Chase always the paying agent?
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United States (or any political subdivision or taxing authority thereof or therein), or any change in, or amendment to, the official position
regarding the application or interpretation of such laws, regulations or rulings, which is announced or becomes effective on or after the closing
date of the global notes, will not be less than the amount provided in the global notes to be then due and payable. However, the obligation to pay
additional amounts shall not apply:

        (1)   to a tax, assessment or governmental charge that is imposed or withheld solely by reason of the Holder, or a fiduciary,
settlor, beneficiary, member or shareholder of the holder of the global notes, if the holder of the global notes is an estate, trust,
partnership or corporation for federal income tax purposes, or a person holding a power over such an estate, trust, partnership or
corporation, or a person holding a power over such an estate or trust administered by a fiduciary holder, being considered as:

        (a)   being or having been present or engaged in a trade or business in the United States or having or having had a
permanent establishment in the United States;

        (b)   having a current or former connection with the United States, including a connection as a citizen or
resident thereof;

        (c)   being or having been a foreign or domestic personal holding company, a passive foreign investment company or a
controlled foreign corporation with respect to the United States or a corporation that has accumulated earnings to avoid
United States federal income tax;

        (d)   being or having been a private foundation or other tax-exempt organization;

        (e)   being or having been a "10-percent shareholder" of the Company as defined in Section 871(h)(3) of the
United States Internal Revenue Code or any successor provision; or

        (f)    being a bank receiving payments on an extension of credit made pursuant to a loan agreement entered into in the
ordinary course of its trade or business;

        (2)   to any holder of the global notes that is not the sole beneficial owner of the global notes, or a portion thereof, or that is a
fiduciary or partnership, but only to the extent that a beneficiary or settlor with respect to the fiduciary, a beneficial owner or member
of the partnership would not have been entitled to the payment of an additional amount had the beneficiary, settlor, beneficial owner or
member received directly its beneficial or distributive share of the payment;

        (3)   to a tax, assessment or governmental charge that is imposed or withheld solely by reason of the failure of the holder of the
global notes or any other person to comply with certification, identification or information reporting requirements concerning the
nationality, residence, identity or connection with the United States of the holder of the global notes or beneficial owner of such global
note, if compliance is required by statute or regulation of the United States or of any political subdivision or taxing authority thereof or
therein, or by an applicable income tax treaty to which the United States is a party as a precondition to exemption from such tax,
assessment or other governmental charge;

        (4)   to a tax, assessment or governmental charge that is imposed otherwise than by withholding by us or a paying agent from
payments on or in respect of a global note;

        (5)   to a tax, assessment or governmental charge that is imposed or withheld by reason of the presentation by or on behalf of the
beneficial owner of any global note for payment on a date more than 15 days after the payment becomes due or is duly provided for,
whichever occurs later;

        (6)   to an estate, inheritance, gift, sales, excise, transfer, wealth or personal property tax or a similar tax, assessment or
governmental charge;

S-25

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

95



        (7)   to any tax, assessment or other governmental charge required to be withheld by any paying agent from any payment of
principal of or interest on any global note, if such payment can be made without such withholding by any other paying agent; or

        (8)   in the case of any combination of any of the above items; nor shall additional amounts be paid with respect to any payment
on a global note to a holder of the global notes who is a fiduciary or partnership or other than the sole beneficial owner of such
payment to the extent such payment would be required by the laws of the United States (or any political subdivision thereof) to be
included in the income, for tax purposes, of a beneficiary or settlor with respect to such fiduciary or a member of such partnership or a
beneficial owner who would not have been entitled to the additional amounts had such beneficiary, settlor, member or beneficial
owner held its interest in the global note directly.

        The global notes are subject in all cases to any tax, fiscal or other law or regulation or administrative or judicial interpretation that is
applicable to them. Except as specifically provided under this heading " � Payment of Additional Amounts" and under the heading " � Redemption
Upon Certain Tax Events," we are not required to make any payments with respect to any tax, assessment or governmental charge imposed by
any government or a political subdivision or taxing authority thereof or therein.

Redemption Upon Certain Tax Events

        If,

        (a)   as a result of any change in, or amendment to, the laws (or any regulations or rulings promulgated thereunder) of the
United States (or any political subdivision or taxing authority thereof or therein), or any change in, or amendment to, the official
position regarding the application or interpretation of such laws, regulations or rulings, which is announced or becomes effective on or
after the date of this prospectus supplement, we determine that we will be or will become obligated to pay additional amounts as
described in this prospectus supplement under the heading " � Payment of Additional Amounts"; or

        (b)   any act is taken by a taxing authority of the United States on or after the date of this prospectus supplement, whether such act
is taken with respect to us or any affiliate, that results in a substantial probability that we will or may be required to pay such additional
amounts; then we may, at our option, redeem, as a whole, but not in part, the global notes on any Interest Payment Date on not less
than 30 nor more than 60 days' prior notice, at a redemption price equal to 100% of their principal amount, together with interest
accrued thereon to the date fixed for redemption; provided that we determine, in our business judgment, that the obligation to pay such
additional amounts cannot be avoided by the use of reasonable measures available to us, not including substitution of the obligor under
the global notes. No redemption pursuant to clause (b) above may be made unless we have delivered to the Trustee a written opinion
of independent legal counsel of recognized legal standing to the effect that an act taken by a taxing authority of the United States has
resulted or will result in a substantial probability that we will or may be required to pay the additional amounts described herein under
the heading " � Payment of Additional Amounts" and that we are therefore entitled to redeem the global notes pursuant to their terms.

Unclaimed Amounts

        The Indenture provides that any payments in respect of principal and any interest remaining that are unclaimed for two years after their due
date will be paid to us, and the holder of the global note will after that time look, as an unsecured creditor, only to us for payment of
those amounts.
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Notices

        All notices regarding the global notes will be valid if published (i) in a leading English language daily newspaper of general circulation in
London, and (ii) in a leading English language daily newspaper of general circulation in New York. However, it is expected that that publication
will be made in (i) the Financial Times or another daily newspaper in London approved by the Trustee or, if this is not possible, in one other
English language daily newspaper approved by the Trustee with general circulation in Europe, and (ii) The Wall Street Journal (Eastern Edition)
in New York. Any notice will be deemed to have been given on the date of the first publication in all the relevant newspapers.

        Until the time any definitive global notes are issued under the circumstances described below in " � Book-Entry, Delivery and
Form � Definitive Global Notes," and as long as the Global Securities are held in their entirety on behalf of Euroclear and/or Clearstream and
DTC, publication in the specified newspapers may be replaced with the delivery of the relevant notice to Euroclear and/or Clearstream and DTC
for communication by them to the Holders of the global notes. Any notice shall be deemed to have been given to the Holders of the global notes
on the seventh day after the day on which the notice was given to Euroclear and/or Clearstream or DTC.

Book-Entry, Delivery and Form

        The global notes will be issued only in book-entry form. This means that we will not issue certificates to you. Instead, the global notes will
be issued in the form of Global Securities, which will be deposited with a custodian. The global notes will be registered in the name of
Cede & Co., as the nominee for DTC. You will not receive a definitive note representing your interest. This form will be referred to as
"book-entry only."

        You may elect to hold your interests in the Global Securities either through DTC (in the United States) or through Clearstream or Euroclear
(in Europe). Interests will be held on behalf of Clearstream and Euroclear participants on the books of their respective depositaries.

Denominations

        Beneficial interests in the Global Securities will be held in denominations of $1,000 increased in multiples of $1,000. Except as set forth
below, the Global Securities may be transferred, in whole and not in part, only to another nominee of DTC or to a successor of DTC or
its nominee.

DTC Services

        DTC has informed us that DTC is:

�
a limited purpose trust company organized under the New York Banking Law;

�
a "banking organization" within the meaning of the New York Banking Law;

�
a member of the Federal Reserve System;

�
a "clearing corporation" within the meaning of the New York Uniform Commercial Code; and

�
a "clearing agency" under Section 17A of the Securities Exchange Act of 1934.

        DTC holds securities that the DTC Participants deposit with DTC. DTC also facilitates the posttrade settlement among these DTC
Participants of sales and other securities transactions in deposited securities through electronic computerized book-entry transfers and pledges
between Participants, which eliminates the need for physical movement of securities certificates. The DTC rules applicable to its Participants are
on file with the SEC.
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        A further description of DTC and DTC's procedures with respect to the Global Securities is set forth in the accompanying prospectus under
"Book-Entry Procedures and Settlement � Depositories for Global Securities" and " � Special Considerations for Global Securities."

Clearstream and Euroclear Services

        Clearstream is incorporated under the laws of Luxembourg as a professional depositary. Clearstream holds securities for the Clearstream
Participants and facilitates the clearance and settlement of securities transactions between Clearstream Participants through electronic book-entry
charges in accounts of Clearstream Participants, which eliminates the need for physical movement of certificates. Clearstream provides to
Clearstream Participants, among other things, services for safekeeping, administration, clearance and settlement of internationally traded
securities and securities lending and borrowing.

        Conducting business in the domestic markets of several countries as a professional depositary, Clearstream is regulated by the Luxembourg
Monetary Institute. Clearstream Participants are recognized financial institutions around the world, including underwriters, securities brokers
and dealers, banks, trust companies, clearing corporations and certain other organizations and may include some of the Underwriters. Indirect
access to Clearstream is also available to others, such as banks, brokers, dealers and trust companies that clear through or maintain a custodial
relationship with a Clearstream Participant either directly or indirectly.

        Distributions with respect to the global notes that are held beneficially through Clearstream will be credited to cash accounts of Clearstream
Participants in accordance with its rules and procedures, and to the extent received by the U.S. depositary for Clearstream.

        Euroclear was created in 1968 to hold securities for the Euroclear Participants and to clear and settle transactions between Euroclear
Participants through simultaneous electronic book-entry delivery against payment, thereby eliminating the need for physical movement of
certificates and any risk from lack of simultaneous transfers of securities and cash. The Euroclear System is owned by ECSplc and operated
through a license agreement by the Euroclear Operator.

        The Euroclear Operator holds securities and book-entry interests in securities for participating organizations and facilitates the clearance
and settlement of securities transactions between Euroclear Participants, and between Euroclear Participants and participants of certain other
securities intermediaries through electronic book-entry changes in accounts of such participants or other securities intermediaries.

        The Euroclear Operator provides Euroclear Participants, among other things, with safekeeping, administration, clearance and settlement,
securities lending and borrowing and related services.

        Non-participants of Euroclear may hold and transfer book-entry interests in securities through accounts with a direct Euroclear Participant
or any other securities intermediary that holds a book-entry interest in securities through one or more securities intermediaries standing between
such other securities intermediary and the Euroclear Operator.

        The Euroclear Operator is regulated and examined by the Belgian Banking and Finance Commission and the National Bank of Belgium.
Securities clearance accounts and cash accounts with the Euroclear Operator are governed by the Euroclear Terms and Conditions. The
Euroclear Terms and Conditions govern transfers of securities and cash within Euroclear, withdrawals of securities and cash from Euroclear, and
receipts of payments with respect to securities in Euroclear.

        All securities in Euroclear are held on a fungible basis without attribution of specific certificates to specific securities clearance accounts.
The Euroclear Operator acts under the Euroclear Terms and
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Conditions only on behalf of Euroclear Participants and has no record of or relationship with persons holding through Euroclear Participants.

        Distributions with respect to global notes held beneficially through Euroclear will be credited to the cash accounts of Euroclear Participants
in accordance with the Euroclear Terms and Conditions, to the extent received by the U.S. depositary for Euroclear.

Definitive Global Notes

        Definitive global notes may be issued upon:

        (i)    Euroclear and/or Clearstream being closed for a continuous period of 14 days (other than by reason of public
holidays); and/or

        (ii)   in the limited circumstances set forth in "Book-Entry Procedures and Settlement � Certificates in Registered Form" in the
accompanying prospectus.

        If definitive global notes are issued, payment of principal of and interest on the global notes will be made as set forth under " � Methods of
Receiving Payments on the global notes" above. Definitive global notes can be transferred by presentation for registration to the Registrar or
other transfer agent at any of their specified offices and must be duly endorsed by the holder or his attorney duly authorized in writing, or
accompanied by a written instrument or instruments of transfer in form satisfactory to us or the Trustee duly executed by the holder or his
attorney duly authorized in writing. We may require payment of a sum sufficient to cover any tax or other governmental charge that may be
imposed in connection with any exchange or registration of transfer of definitive global notes.

Global Clearance and Settlement Procedures

        Initial settlement for the global notes will be made in same day funds. Secondary market trading and transfers within DTC, Clearstream or
Euroclear, as the case may be, will be made in accordance with the usual rules and operating procedures of those systems. Secondary market
trading between DTC Participants will occur in the ordinary way in accordance with DTC rules and will be settled in same day funds using
DTC's Same-Day Funds Settlement System. Secondary market trading between Clearstream Participants and/or Euroclear Participants will
occur in the ordinary way in accordance with the applicable rules and operating procedures of Clearstream and Euroclear and will be settled
using the procedures applicable to conventional eurobonds in registered form in same day funds.

        Since the purchaser determines the place of delivery, it is important to establish at the time of the trade where both the purchaser's and
seller's accounts are located to ensure that settlement can be made on the desired value date.

        Trading between DTC Purchasers and Sellers.    Secondary market trading between DTC Participants will be settled using the procedures
applicable to global bonds in same-day funds.

        Trading between Euroclear and/or Clearstream Participants.    Secondary market trading between Euroclear Participants and/or
Clearstream Participants will be settled using the procedures applicable to conventional eurobonds in same-day funds.

        Trading between DTC Seller and Euroclear or Clearstream Purchaser.    When global notes are to be transferred from the account of a
DTC Participant to the account of a Euroclear or Clearstream Participant, the purchaser will send instructions to Euroclear or Clearstream
through a Euroclear or Clearstream Participant, as the case may be, at least one business day before settlement. Euroclear or Clearstream will
instruct its respective depositary to receive those global notes against payment. Payment for the global notes will then be made by the depositary
to the DTC Participant's account against delivery of the global notes. After settlement has been completed, the global notes will be
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credited to the respective clearing systems, and by the clearing system, in accordance with its usual procedures, to the Euroclear or Clearstream
Participant's account. The securities credit will appear the next day (European time) and the cash debit will be back-valued to the value date,
which would be the preceding day when settlement occurred in New York. If settlement is not completed on the intended value date and the
trade fails, the Euroclear or Clearstream cash debit will be valued as of the actual settlement date.

        Euroclear and Clearstream Participants will need to make available to the respective clearing systems the funds necessary to process
same-day funds settlement. The most direct means of doing so is to preposition funds for settlement, either from cash on hand or existing lines of
credit. However, under this approach, DTC Participants may take on credit exposure to Euroclear and Clearstream until the interests in the
Global Security are credited to their accounts one day later.

        As an alternative, if Euroclear or Clearstream has extended a line of credit to a Euroclear or Clearstream Participant, as the case may be,
that Participant may elect not to preposition funds and allow that credit line to be drawn upon to finance settlement. Under this procedure,
Euroclear or Clearstream Participants purchasing global notes would incur overdraft charges for one day, assuming they cleared the overdraft
when the global notes were credited to their accounts. However, interest on the global notes would accrue from the value date. Therefore, in
many cases the investment income on global notes earned during that one-day period may substantially reduce or offset the amount of such
overdraft charges, although this result will depend on each Participant's particular cost of funds.

        Since the settlement occurs during New York business hours, DTC Participants can employ their usual procedures for transferring global
bonds to the respective depositaries of Euroclear or Clearstream for the benefit of Euroclear or Clearstream Participants. The sale proceeds will
be available to the DTC seller on the settlement date. Thus, to the DTC seller, a cross-market sale transaction will settle no differently than a
trade between two DTC Participants.

        Trading between Euroclear or Clearstream Seller and DTC Purchaser.    Because the time zone difference operates in their favor,
Euroclear and Clearstream Participants may employ their customary procedures for transactions in which global notes are to be transferred by
the respective clearing system, through its respective depositary, to a DTC Participant. The seller will send instructions to Euroclear or
Clearstream through a Euroclear or Clearstream Participant at least one business day before settlement. In these cases, Euroclear or Clearstream
will instruct its respective depositary to credit the global notes to the DTC Participant's account against payment. The payment will then be
reflected in the account of the Euroclear or Clearstream Participant on the following day, and receipt of the cash proceeds in the Euroclear or
Clearstream Participant's account would be back-valued to the value date (which would be the preceding day, when settlement occurred in
New York).

        If the Euroclear or Clearstream Participant has a line of credit in its respective clearing system and elects to be in a debt position in
anticipation of receipt of the sale proceeds in its account, the back-valuation may substantially reduce or offset any overdraft charges incurred
over that one-day period. If settlement is not completed on the intended value date (that is, the trade fails), receipt of the cash proceeds in the
Euroclear or Clearstream Participant's account would instead be valued as of the actual settlement date.

        Finally, day traders that use Euroclear or Clearstream to purchase global notes from DTC Participants for delivery to Euroclear or
Clearstream Participants should note that these trades automatically fail on the sale side unless some form of affirmative action is taken. At least
three techniques should be readily available to eliminate this potential problem:

        (i)    borrowing through Euroclear or Clearstream for one day (until the purchase side of the day trade is reflected in their
Euroclear or Clearstream accounts) in accordance with the clearing system's customary procedures;
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        (ii)   borrowing the global notes in the United States from a DTC Participant no later than one day before settlement, which would
give the global notes sufficient time to be reflected in their Euroclear or Clearstream account in order to settle the sale side of the
trade; or

        (iii)  staggering the value date for the buy and sell sides of the trade so that the value date for the purchase from the DTC
Participant is at least one day before the value date for the sale to the Euroclear or Clearstream Participant.

        Although DTC, Clearstream and Euroclear have agreed to the foregoing procedures in order to facilitate transfers of global notes among
participants of DTC, Clearstream and Euroclear, they are not obligated to perform or continue to perform these procedures. As a result, these
procedures may be discontinued at any time.

        The information in this section concerning DTC, Clearstream, Euroclear and their book-entry systems has been obtained from sources that
we believe to be accurate, but we assume no responsibility for the accuracy of this information. We are not responsible for DTC's, Clearstream's,
Euroclear's or their participants' performance of their respective obligations, as they are described above or under the rules and procedures
governing their respective operations.
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CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS

        The following discussion summarizes certain of the material U.S. federal income tax consequences of the purchase, beneficial ownership,
and disposition of the notes. For purposes of this summary, a "U.S. holder" is a beneficial owner of a note that is:

�
an individual who is a citizen or a resident of the United States, for federal income tax purposes;

�
a corporation (or other entity that is treated as a corporation for federal tax purposes) that is created or organized in or under
the laws of the United States or any State thereof (including the District of Columbia);

�
an estate whose income is subject to federal income taxation regardless of its source; or

�
a trust if a court within the United States is able to exercise primary supervision over its administration, and one or more
United States persons (as defined for federal income tax purposes) have the authority to control all of its
substantial decisions.

        For purposes of this summary, a "non-U.S. holder" is a beneficial owner of a note that is:

�
a nonresident alien individual for federal income tax purposes;

�
a foreign corporation for federal income tax purposes;

�
an estate whose income is not subject to federal income tax on a net income basis; or

�
a trust if no court within the United States is able to exercise primary jurisdiction over its administration or if United States
persons (as defined for federal income tax purposes) do not have the authority to control all of its substantial decisions.

        An individual may, subject to certain exceptions, be deemed to be a resident of the United States for federal income tax purposes by reason
of being present in the United States for at least 31 days in the calendar year and for an aggregate of at least 183 days during a three year period
ending in the current calendar year (counting for such purposes all of the days present in the current year, one third of the days present in the
immediately preceding year, and one sixth of the days present in the second preceding year).

        This summary is based on interpretations of the Internal Revenue Code of 1986, as amended (the "Code"), regulations issued thereunder,
and rulings and decisions currently in effect (or in some cases proposed), all of which are subject to change. Any such change may be applied
retroactively and may adversely affect the federal income tax consequences described herein. This summary addresses only holders that
purchase notes at initial issuance, and own notes as capital assets and not as part of a "straddle," "hedge," "synthetic security," or "conversion
transaction" for federal income tax purposes or as part of some other integrated investment. This summary does not discuss all of the tax
consequences that may be relevant to particular investors or to investors subject to special treatment under the federal income tax laws (such as
banks, thrifts or other financial institutions; insurance companies; securities dealers or brokers, or traders in securities electing mark-to-market
treatment; regulated investment companies or real estate investment trusts; small business investment companies; S corporations; investors that
hold their notes through a partnership or other entity treated as a partnership for federal tax purposes; investors whose functional currency is not
the U.S. dollar; certain former citizens or residents of the United States; persons subject to the alternative minimum tax; retirement plans or other
tax-exempt entities, or persons holding the notes in tax-deferred or tax-advantaged accounts; or "controlled foreign corporations" or "passive
foreign investment companies" for federal income tax purposes). This summary also does not address the tax consequences to shareholders, or
other equity holders in, or beneficiaries of, a holder, or any state, local or foreign tax consequences of the purchase, ownership or disposition of
the notes. Persons
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considering the purchase of notes should consult their own tax advisors concerning the application of federal income tax laws to their particular
situations as well as any consequences of the purchase, beneficial ownership and disposition of notes arising under the laws of any other
taxing jurisdiction.

        The applicable pricing supplement may contain a further discussion of the special federal income tax consequences applicable to certain
notes. The summary of the federal income tax considerations contained in the applicable pricing supplement supersedes the following summary
to the extent it is inconsistent therewith.

        PROSPECTIVE PURCHASERS OF NOTES SHOULD CONSULT THEIR TAX ADVISORS AS TO THE FEDERAL, STATE, LOCAL,
AND OTHER TAX CONSEQUENCES TO THEM OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF NOTES.

U.S. Federal Income Tax Treatment of the Notes as Indebtedness for U.S. Federal Income Tax Purposes

        Unless otherwise indicated in the applicable pricing supplement, we intend to treat the notes as indebtedness for federal income tax
purposes and except as provided below under " � Certain Equity-Linked Notes," the balance of this summary assumes that the notes are treated as
indebtedness for federal income tax purposes. However, the treatment of a note as indebtedness for federal income tax purposes depends on a
number of factors, and if the notes are not properly treated as indebtedness for federal income tax purposes, the federal income tax treatment of
investors in notes may be different than that described below.

        Payments of Interest.    Unless otherwise indicated in the applicable pricing supplement, interest on a note will be taxable to a U.S. holder
as ordinary interest income at the time it accrues or is received in accordance with the U.S. holder's normal method of accounting for
tax purposes.

        Original Issue Discount.    The applicable pricing supplement will indicate whether we intend to treat the notes as issued with original
issue discount. The following is a summary of the principal federal income tax consequences of the ownership of notes having original
issue discount.

        A note will have original issue discount for federal income tax purposes if its "issue price" is less than its "stated redemption price at
maturity" by more than a de minimis amount, as discussed below, and it has a term of more than one year.

        The issue price of a note generally is the first price at which a substantial amount of the "issue" of notes is sold to the public for money
(excluding sales to bond houses, brokers or similar persons or organizations acting in the capacity of underwriters, placement agents or
wholesalers), excluding pre-issuance accrued interest (as discussed below under " � Pre-Issuance Accrued Interest").

        The "stated redemption price at maturity" of a note generally is the total amount of all payments provided by the note other than "qualified
stated interest" payments.

        Qualified stated interest generally is stated interest that is "unconditionally payable" in cash or property (other than debt instruments of the
issuer) at least annually either at a single fixed rate, or a "qualifying variable rate" (as described below). Qualified stated interest is taxable to a
U.S. holder when accrued or received in accordance with the U.S. holder's normal method of tax accounting.

        Interest is considered unconditionally payable only if reasonable legal remedies exist to compel timely payment or the note otherwise
provides terms and conditions that make the likelihood of late payment (other than a late payment within a reasonable grace period) or
non-payment a remote contingency. Interest is payable at a single fixed rate only if the rate appropriately takes into account the length of the
interval between stated interest payments. Thus, if the interval between payments varies during the term of the instrument, the value of the fixed
rate on which payment is based generally must be adjusted to reflect a compounding assumption consistent with the length of the interval
preceding the payment.
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        Notes having "de minimis original issue discount" generally will be treated as not having original issue discount unless a U.S. holder elects
to treat all interest on the note as original issue discount. See " � Election to Treat All Interest and Discount as Original Issue Discount (Constant
Yield Method)." A note will be considered to have "de minimis original issue discount" if the difference between its stated redemption price at
maturity and its issue price is less than the product of 1/4 of 1 percent of the stated redemption price at maturity and the number of complete
years from the issue date to maturity (or the weighted average maturity in the case of a note that provides for payment of an amount other than
qualified stated interest before maturity).

        U.S. holders of notes having original issue discount will be required to include original issue discount in gross income for federal income
tax purposes as it accrues (regardless of the U.S. holders' method of accounting), which may be in advance of receipt of the cash attributable to
such income. Original issue discount accrues under the constant yield method, based on a compounded yield to maturity, as described below.
Accordingly, U.S. holders of notes having original issue discount will generally be required to include in income increasingly greater amounts of
original issue discount in successive accrual periods.

        The annual amount of original issue discount includible in income by the initial U.S. holder of a note having original issue discount will
equal the sum of the "daily portions" of the original issue discount with respect to the note for each day on which the U.S. holder held the note
during the taxable year. Generally, the daily portions of original issue discount are determined by allocating to each day in an "accrual period"
the ratable portion of original issue discount allocable to the accrual period. The term accrual period means an interval of time with respect to
which the accrual of original issue discount is measured and which may vary in length over the term of the note provided that each accrual
period is no longer than one year and each scheduled payment of principal or interest occurs on either the first or last day of an accrual period.

        The amount of original issue discount allocable to an accrual period will be the excess of:

�
the product of the "adjusted issue price" of the note at the commencement of the accrual period and its "yield to
maturity" over

�
the amount of any qualified stated interest payments allocable to the accrual period.

        The adjusted issue price of a note at the beginning of the first accrual period is its issue price and, on any day thereafter, it is the sum of the
issue price and the amount of original issue discount previously includible in the gross income of the U.S. holder (without regard to any
"acquisition premium" as described below), reduced by the amount of any payment other than a payment of qualified stated interest previously
made on the note. If an interval between payments of qualified stated interest contains more than one accrual period, the amount of qualified
stated interest that is payable at the end of the interval (including any qualified stated interest that is payable on the first day of the accrual period
immediately following the interval) is allocated on a pro-rata basis to each accrual period in the interval, and the adjusted issue price at the
beginning of each accrual period in the interval is increased by the amount of any qualified stated interest that has accrued prior to the first day
of the accrual period but is not payable until the end of the interval. The yield to maturity of a note is the yield to maturity computed on the basis
of compounding at the end of each accrual period properly adjusted for the length of the particular accrual period. If all accrual periods are of
equal length except for a shorter initial and/or final accrual period(s), the amount of original issue discount allocable to the initial period may be
computed using any reasonable method; however, the original issue discount allocable to the final accrual period will always be the difference
between the amount payable at maturity (other than a payment of qualified stated interest) and the adjusted issue price at the beginning of the
final accrual period.
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        Pre-Issuance Accrued Interest.    If (i) a portion of the initial purchase price of a note is attributable to pre-issuance accrued interest,
(ii) the first stated interest payment on the note is to be made within one year of the note's issue date, and (iii) the payment will equal or exceed
the amount of pre-issuance accrued interest, then the U.S. holder may compute the issue price of the note by subtracting the amount of the
pre-issuance accrued interest. In that event, a portion of the first stated interest payment will be treated as a return of the excluded pre-issuance
accrued interest and not as an amount payable on the note.

        Notes Subject to Call or Put Options.    For purposes of calculating the yield and maturity of a note subject to an option, in general, a call
option held by the issuer is presumed exercised if, upon exercise, the yield on the note is less than it would have been had the option not been
exercised, and a put option held by a U.S. holder is presumed exercised if, upon exercise, the yield on the note is more than it would have been
had the option not been exercised. The effect of this rule generally may accelerate or defer the inclusion of original issue discount in the income
of a U.S. holder whose note is subject to a put option or a call option, as compared to a note that does not have such an option. The applicable
pricing supplement will indicate whether a put option or call option will be presumed to be exercised and the effect of that presumption. If any
option that is presumed to be exercised is not in fact exercised, the note is treated as reissued solely for purposes of the original issue discount
rules on the date of presumed exercise for an amount equal to its adjusted issue price on that date. The deemed reissuance will have the effect of
redetermining the note's yield and maturity for original issue discount purposes and any related subsequent accruals of original issue discount.

        Variable Rate Debt Instruments.    Certain notes that are treated as "variable rate debt instruments" are subject to special rules described
below. The applicable pricing supplement will indicate whether we intend to treat a note as a variable rate debt instrument that is subject to these
special rules.

        If a variable rate debt instrument bears interest that is unconditionally payable at least annually at a single qualified floating rate or
objective rate, all stated interest is treated as qualified stated interest. The accrual of any original issue discount is determined by assuming the
note bears interest at a fixed interest rate equal to the issue date value of the qualified floating rate or qualified inverse floating rate or, in the case
of any other objective rate, a fixed internal rate that is equal to the reasonably expected yield for the note. The qualified stated interest allocable
to an accrual period is increased (or decreased) if the interest actually paid during an accrual period exceeds (or is less than) the interest assumed
to be paid during the accrual period. The applicable pricing supplement will indicate whether a note is subject to these rules.

        If a variable rate debt instrument bears interest at a qualifying variable rate other than a single qualified floating rate or objective rate, the
amount and accrual of original issue discount generally are determined by (i) determining a fixed rate substitute for each variable rate as
described in the preceding paragraph, (ii) determining the amount of qualified stated interest and original issue discount by assuming the note
bears interest at such substitute fixed rates and (iii) making appropriate adjustments to the qualified stated interest and original issue discount so
determined for actual interest rates under the note. However, if such qualifying variable rate includes a fixed rate, the note is treated for purposes
of applying clause (i) of the preceding sentence as if it provided for an assumed qualified floating rate (or qualified inverse floating rate if the
actual variable rate is such) that would cause the note to have approximately the same fair market value, and the rate is used in lieu of the fixed
rate. The applicable pricing supplement will indicate whether a note is subject to these rules.
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        Short-Term Obligations.    Certain notes that are treated as "short-term obligations" are subject to special rules. The applicable pricing
supplement will indicate whether we intend to treat the notes as short-term obligations. A note that is a short-term obligation will be acquired
with "acquisition discount" equal to all payments under the note over the U.S. holder's basis in the note. U.S. holders that report income for
federal income tax purposes on the accrual method and certain other holders are required to include original issue discount (equal to the
difference between all payments on the note over its issue price) in income or, if the U.S. holder elects, acquisition discount with respect to a
note that is a short-term obligation. Original issue discount or acquisition discount on notes that are short-term obligations is accrued on a
straight-line basis, unless an irrevocable election with respect to the note is made to accrue the original issue discount or acquisition discount
under the constant yield method based on daily compounding.

        In general, an individual or other cash method U.S. holder of a short-term obligation is not required to report original issue discount or
acquisition discount with respect to a note that is a short-term obligation until it is paid, unless the U.S. holder elects to do so. An election by a
cash basis U.S. holder to accrue and report original issue discount on a note that is a short-term obligation, as well as the election to accrue
acquisition discount instead of original issue discount with respect to a note that is a short-term obligation, applies to all short-term obligations
acquired by the U.S. holder during the first taxable year for which the election is made, and all subsequent taxable years of the U.S. holder,
unless the IRS consents to a revocation. In the case of a U.S. holder that is not required (and does not elect) to include original issue discount or
acquisition discount in income as it accrues, any gain realized on the sale, exchange or other taxable disposition of a note that is a short-term
obligation is treated as ordinary income to the extent of the original issue discount that had accrued on a straight-line basis (or, if elected, under
the constant yield method based on daily compounding) through the date of sale, exchange or other disposition, and the U.S. holder will be
required to defer deductions for any interest paid on indebtedness incurred or continued to purchase or carry the note in an amount not exceeding
the accrued original issue discount (determined on a ratable basis, unless the U.S. holder elects to use a constant yield basis) on the note, until
the original issue discount is recognized.

        Accrual method and other U.S. holders that are required to report original issue discount (or acquisition discount) on short-term obligations,
and cash method U.S. holders that elect to include original issue discount (or acquisition discount) on short-term obligations in income should
generally treat periodic interest payments as nontaxable payments of accrued original issue discount (or acquisition discount) to the extent of the
accrual, then as a return of principal that will reduce the U.S. holder's basis in its note (but not below zero), and thereafter as gain.

        Market Discount and Premium.    If a U.S. holder purchases a note, other than a contingent payment debt instrument or a short-term
obligation, for an amount that is less than its stated redemption price at maturity or, in the case of a note having original issue discount, less than
its revised issue price (which is the sum of the issue price of the note and the aggregate amount of the original issue discount previously
includible in the gross income of any holder (without regard to any acquisition premium)), the amount of the difference generally will be treated
as market discount for federal income tax purposes. (It is possible that a U.S. holder may purchase a note at original issuance for an amount that
is different than its issue price.) The amount of any market discount generally will be treated as de minimis and disregarded if it is less than the
product of 1/4 of 1 percent of the stated redemption price at maturity of the note and the number of complete years to maturity (or weighted
average maturity in the case of notes paying any amount other than qualified stated interest prior to maturity).

        Under the market discount rules, a U.S. holder is required to treat any principal payment on, or any gain on the sale, exchange, redemption
or other disposition of, a note as ordinary income to the extent of any accrued market discount that has not previously been included in income.
If the note is
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disposed of in a nontaxable transaction (other than certain specified nonrecognition transactions), accrued market discount will be includible as
ordinary income to the U.S. holder as if the U.S. holder had sold the note at its then fair market value. In addition, the U.S. holder may be
required to defer, until the maturity of the note or its earlier disposition in a taxable transaction, the deduction of all or a portion of the interest
expense on any indebtedness incurred or continued to purchase or carry the note.

        Market discount accrues ratably during the period from the date of acquisition to the maturity of a note, unless the U.S. holder elects to
accrue it under the constant yield method. A U.S. holder of a note may elect to include market discount in income currently as it accrues (either
ratably or under the constant yield method), in which case the rule described above regarding deferral of interest deductions will not apply. The
election to include market discount currently applies to all market discount obligations acquired during or after the first taxable year to which the
election applies and may not be revoked without the consent of the IRS. If an election is made to include market discount in income currently,
the basis of the note in the hands of the U.S. holder will be increased by the market discount thereon as it is included in income.

        A U.S. holder that purchases a note having original issue discount, other than a contingent payment debt instrument or a short-term
obligation, for an amount exceeding its "adjusted issue price" (which is described above under " � Original Issue Discount") and less than or equal
to the sum of all remaining amounts payable on the note other than payments of qualified stated interest will be treated as having purchased the
note with acquisition premium. The amount of original issue discount that the U.S. holder must include in gross income with respect to such note
will be reduced in the proportion that the excess bears to the original issue discount remaining to be accrued as of the note's acquisition and
ending on the stated maturity date. Rather than apply the above fraction, the U.S. holder that, as discussed below, elects to treat all interest as
original issue discount would treat the purchase at an acquisition premium as a purchase at an original issuance and calculate original issue
discount accruals on a constant yield to maturity.

        A U.S. holder that acquires a note, other than a contingent payment debt instrument, for an amount that is greater than the sum of all
remaining amounts payable on the note other than payments of qualified stated interest will be treated as having purchased the note at a bond
premium and will not be required to include any original issue discount in income. A U.S. holder generally may elect to amortize bond premium.
The election to amortize bond premium must be made with a timely filed federal income tax return for the first taxable year to which the
U.S. holder wishes the election to apply.

        If bond premium is amortized, the amount of interest that must be included in the U.S. holder's income for each period ending on an interest
payment date or on stated maturity, as the case may be, will be reduced by the portion of bond premium allocable to such period based on the
note's yield to maturity (or, in certain circumstances, until an earlier call date) determined by using the U.S. holder's basis of the note,
compounding at the close of each accrual period. If the bond premium allocable to an accrual period is in excess of qualified stated interest
allocable to that period, the excess may be deducted to the extent of prior income inclusions and is then carried to the next accrual period and
offsets qualified stated interest in such period. If an election to amortize bond premium is not made, a U.S. holder must include the full amount
of each interest payment in income in accordance with its regular method of accounting and will receive a tax benefit from the premium only in
computing its gain or loss upon the sale, exchange, redemption or other disposition or payment of the principal amount of the note.

        An election to amortize bond premium will apply to amortizable bond premium on all notes and other bonds, the interest on which is
includible in the U.S. holder's gross income, held at the beginning of the U.S. holder's first taxable year to which the election applies or
thereafter acquired, and may be
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revoked only with the consent of the IRS. The election to treat all interest as original issue discount is treated as an election to amortize
premium. Special rules may apply if a note is subject to call prior to maturity at a price in excess of its stated redemption price at maturity.

        Election to Treat All Interest and Discount as Original Issue Discount (Constant Yield Method).    A U.S. holder of a note may elect
to include in income all interest and discount (including de minimis original issue discount and de minimis market discount), as adjusted by any
premium with respect to the note, based on a constant yield method, which is described above under " � Original Issue Discount." The election is
made for the taxable year in which the U.S. holder acquired the note, and it may not be revoked without the consent of the IRS. If such election
is made with respect to a note having market discount, the U.S. holder will be deemed to have elected currently to include market discount on a
constant yield basis with respect to all debt instruments having market discount acquired during the year of election or thereafter. If made with
respect to a note having amortizable bond premium, the U.S. holder will be deemed to have made an election to amortize premium generally
with respect to all debt instruments having amortizable bond premium held by the U.S. holder during the year of election or thereafter.

        Sale, Exchange, Redemption or Repayment of the Notes.    Upon the disposition of a note by sale, exchange, redemption, repayment of
principal at maturity or other taxable disposition, a U.S. holder will generally recognize taxable gain or loss equal to the difference between
(i) the amount realized on the disposition (other than amounts attributable to accrued but untaxed interest) and (ii) the U.S. holder's adjusted tax
basis in the note. A U.S. holder's adjusted tax basis in a note generally will equal the cost of the note (net of accrued interest) to the U.S. holder,
increased by amounts includible in income as original issue discount or market discount, as described above (if the holder elects to include
market discount in income on a current basis) and reduced by any amortized bond premium and any payments (other than payments of qualified
stated interest) made on the note.

        Because the note is held as a capital asset, such gain or loss (except to the extent that the market discount rules or the rules relating to
short-term obligations otherwise provide) will generally constitute capital gain or loss. Capital gains of individual taxpayers from the sale,
exchange or other disposition of a note held for more than one year may be eligible for reduced rates of taxation. The deductibility of a capital
loss realized on the sale, exchange, or other disposition of a note is subject to limitations.

        Contingent Payment Debt Instruments.    Certain notes that are treated as "contingent payment debt instruments" are subject to special
rules. The applicable pricing supplement will indicate whether we intend to treat a note as a contingent payment debt instrument. If a contingent
payment debt instrument is issued for cash or publicly traded property, original issue discount is determined and accrued under the
"noncontingent bond method." Unless otherwise indicated in the applicable pricing supplement, we intend to treat all notes that are treated as
contingent payment debt instruments as subject to the noncontingent bond method.

        Under the noncontingent bond method, for each accrual period, U.S. holders of the notes accrue original issue discount equal to the product
of (i) the "comparable yield" (adjusted for the length of the accrual period) and (ii) the "adjusted issue price" of the notes at the beginning of the
accrual period. This amount is ratably allocated to each day in the accrual period and is includible as ordinary interest income by a U.S. holder
for each day in the accrual period on which the U.S. holder holds the contingent payment debt instrument, whether or not the amount of any
payment is fixed or determinable in the taxable year. Thus, the noncontingent bond method may result in recognition of income prior to the
receipt of cash.

        In general, the comparable yield of a contingent payment debt instrument is equal to the yield at which the issuer would issue a fixed rate
debt instrument with terms and conditions similar to those of the contingent payment debt instrument, including level of subordination, term,
timing of payments,
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and general market conditions. For example, if a hedge of the contingent payment debt instrument is available that, if integrated with the
contingent payment debt instrument, would produce a "synthetic debt instrument" with a specific yield to maturity, the comparable yield will be
equal to the yield of the synthetic debt instrument. However, if such a hedge is not available, but similar fixed rate debt instruments of the issuer
are traded at a price that reflects a spread above a benchmark rate, the comparable yield is the sum of the benchmark rate on the issue date and
the spread. The applicable pricing supplement will either provide the comparable yield, or the name or title and address or telephone number of
our representative who will provide such comparable yield.

        The adjusted issue price at the beginning of each accrual period is generally equal to the issue price of the note plus the amount of original
issue discount previously includible in the gross income of the U.S. holder less any noncontingent payment and the projected amount of any
contingent payment contained in the projected payment schedule (as described below) previously made on the contingent payment
debt instrument.

        In addition to the determination of a comparable yield, the noncontingent bond method requires the construction of a projected payment
schedule. The projected payment schedule includes all noncontingent payments and projected amounts for each contingent payment to be made
under the contingent payment debt instrument that are adjusted to produce the comparable yield. The applicable pricing supplement will either
provide such projected payment schedule, or the name or title and address or telephone number of our representative who will provide such
projected payment schedule. The projected payment schedule remains fixed throughout the term of the contingent payment debt instrument. A
U.S. holder is required to use the issuer's projected payment schedule to determine its interest accruals and adjustments, unless the U.S. holder
determines that the issuer's projected payment schedule is unreasonable, in which case the U.S. holder must disclose its own projected payment
schedule in connection with its federal income tax return and the reason(s) why it is not using the issuer's projected payment schedule.

        If the actual amounts of contingent payments are different from the amounts reflected in the projected payment schedule, a U.S. holder is
required to make adjustments in its original issue discount accruals when such amounts are paid. Adjustments arising from contingent payments
that are greater than the assumed amounts of those payments are referred to as "positive adjustments"; adjustments arising from contingent
payments that are less than the assumed amounts are referred to as "negative adjustments." Positive and negative adjustments are netted for each
taxable year with respect to each note. Any net positive adjustment for a taxable year is treated as additional original issue discount income of
the U.S. holder. Any net negative adjustment reduces any original issue discount on the note for the taxable year that would otherwise accrue.
Any excess is then treated as a current-year ordinary loss to the U.S. holder to the extent of original issue discount accrued in prior years. The
balance, if any, is treated as a negative adjustment in subsequent taxable years. Finally, to the extent that it has not previously been taken into
account, an excess negative adjustment reduces the amount realized upon a sale, exchange, redemption or other taxable disposition of the note.

        A U.S. holder's basis in a contingent payment debt instrument is increased by the projected contingent payments accrued by the holder
under the projected payment schedule (as determined without regard to adjustments made to reflect differences between actual and projected
payments) and reduced by the amount of any non-contingent payments and the projected amount of any contingent payments previously made.
Gain on the sale, exchange, redemption or other taxable disposition of a contingent payment debt instrument generally is treated as ordinary
income. Loss, on the other hand, is treated as ordinary only to the extent of the U.S. holder's prior net original issue discount inclusions
(i.e., reduced by the total net negative adjustments previously allowed to the U.S. holder as an ordinary loss) and capital to the extent in excess
thereof. The deductibility of a capital loss realized on the sale, exchange or other taxable disposition of a note is subject to limitations.
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        A U.S. holder that purchases a note for an amount other than the issue price of the note will be required to adjust its original issue discount
inclusions to account for the difference. These adjustments will affect the U.S. holder's basis in the note. Reports to U.S. holders may not include
these adjustments. U.S. holders that purchase notes at other than the issue price should consult their tax advisors regarding these adjustments.

        Prospective investors should consult their own tax advisors with respect to the application of the contingent payment debt instrument
provisions to notes.

        Amortizing Notes.    Payments received pursuant to an amortizing note may consist of both a principal and an interest component. The
principal component will generally constitute a tax-free return of capital that will reduce a U.S. holder's adjusted tax basis in the note.

        Foreign Currency Notes.    Certain notes that are denominated in or indexed to a foreign currency are subject to special rules. The
applicable pricing supplement will indicate whether we intend to treat the notes as subject to these special rules. The following discussion
summarizes the principal federal income tax consequences of owning a note that is denominated in or indexed to a foreign currency (other than a
currency described in this section that is considered "hyperinflationary") and is not a contingent payment debt instrument or a dual currency
note. Special federal income tax considerations applicable to notes that are denominated in or indexed to a hyperinflationary currency, are
contingent payment debt instruments, or are dual currency notes, will be discussed in the applicable pricing supplement.

        In general, a U.S. holder that uses the cash method of accounting and holds a note will be required to include in income the U.S. dollar
value of the amount of interest income received, whether or not the payment is received in U.S. dollars or converted into U.S. dollars. The
U.S. dollar value of the amount of interest received is the amount of the interest paid in the foreign currency, translated into U.S. dollars at the
spot rate on the date of receipt. The U.S. holder will not have exchange gain or loss on the interest payment itself, but may have exchange gain
or loss when it disposes of any foreign currency received.

        A U.S. holder that uses the accrual method of accounting is generally required to include in income the dollar value of interest accrued
during the accrual period. Accrual basis U.S. holders may determine the amount of income recognized with respect to such interest in
accordance with either of two methods. Under the first method, the dollar value of accrued interest is translated at the average rate for the
interest accrual period (or, with respect to an accrual period that spans two taxable years, the partial period within the taxable year). For this
purpose, the average rate is the simple average of spot rates of exchange for each business day of such period or other average exchange rate for
the period reasonably derived and consistently applied by the U.S. holder. Under the second method, a U.S. holder can elect to accrue interest at
the spot rate on the last day of the interest accrual period (in the case of a partial accrual period, the last day of the taxable year) or, if the last day
of an interest accrual period is within five business days of the receipt, the spot rate on the date of receipt. Any such election will apply to all
debt instruments held by the U.S. holder and is irrevocable without the consent of the IRS. An accrual basis U.S. holder will recognize exchange
gain or loss, as the case may be, on the receipt of a foreign currency interest payment if the exchange rate on the date payment is received differs
from the rate applicable to the previous accrual of that interest income. The foreign currency gain or loss will generally be treated as U.S. source
ordinary income or loss.

        Original issue discount on a note described in this section is determined in the foreign currency and is translated into U.S. dollars in the
same manner that an accrual basis U.S. holder accrues stated interest. Exchange gain or loss is determined when original issue discount is
considered paid to the extent the exchange rate on the date of payment differs from the exchange rate at which the original issue discount
was accrued.

S-40

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

110



        The amount of market discount on a note described in this section includible in income will generally be determined by computing the
market discount in the foreign currency and translating that amount into dollars at the spot rate on the date the note is retired or otherwise
disposed of. If the U.S. holder accrues market discount currently, the amount of market discount which accrues during any accrual period is
determined in the foreign currency and translated into U.S. dollars on the basis of the average exchange rate in effect during the accrual period.
Exchange gain or loss may be recognized to the extent that the rate of exchange on the date of the retirement or disposition of the note differs
from the exchange rate at which the market discount was accrued.

        Amortizable bond premium on a note described in this section is computed in units of foreign currency and, if the U.S. holder elects, will
reduce interest income in units of foreign currency. At the time amortized bond premium offsets interest income (i.e., the last day of the tax year
in which the election is made and the last day of each subsequent tax year), exchange gain or loss with respect to amortized bond premium is
recognized and is measured by the difference between exchange rates at that time and at the time of the acquisition of the note.

        With respect to the sale, exchange, redemption or other disposition of a note denominated in a foreign currency, the foreign currency
amount realized will be considered to be first, the payment of accrued but unpaid interest (on which exchange gain or loss is recognized as
described above); second, accrued but unpaid original issue discount (on which exchange gain or loss is recognized as described above); and,
finally, as receipt of principal. With respect to principal, exchange gain or loss is equal to the difference between (i) the foreign currency
principal amount translated on the date the payment is received or the date of disposition and (ii) the foreign currency principal amount
translated on the date the note was acquired, or deemed acquired. Exchange gain or loss computed on accrued interest, original issue discount,
market discount and principal is realized, however, only to the extent of total gain or loss on the transaction. The conversion of U.S. dollars into
a foreign currency and the immediate use of that currency to purchase a note described in this section generally will not result in a taxable gain
or loss for a U.S. holder.

        Certain Other Debt Securities.    Certain notes may be subject to special rules. The applicable pricing supplement will discuss the
principal federal income tax consequences with respect to notes that are subject to special rules, including notes that provide for an alternative
payment schedule or schedules applicable upon the occurrence of a contingency or contingencies relating to payments of interest or of principal.

Certain Equity-Linked Notes

        Certain Notes Treated as a Put Option and a Deposit.    We may treat certain notes as consisting of a put option and a deposit for federal
income tax purposes. The applicable pricing supplement will indicate whether we intend to treat the notes as consisting of a put option and a
deposit for federal income tax purposes. This section describes the federal income tax consequences of the purchase, beneficial ownership and
disposition of a note that we intend to treat as consisting of a put option and a deposit.

        There are no statutory provisions, regulations, published rulings or judicial decisions addressing the treatment for federal income tax
purposes of notes with terms that are substantially the same as the notes described in this section. We intend to treat each note described in this
section as consisting of a put option (the "Put Option") that requires the holder to purchase the property referenced in the note (the "Reference
Assets") from us for an amount equal to the principal amount of the note if certain conditions are satisfied, and a deposit with us of cash, in an
amount equal to the principal amount of the note (the "Deposit") to secure the U.S. holder's potential obligation to purchase the Reference
Assets. Pursuant to the terms of the notes, each holder agrees to such treatment for all federal income
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tax purposes. Except for the possible alternative treatments described below, the balance of this summary assumes that the notes are so treated.

        We intend to treat a portion of the stated interest payments on a note described in this section as interest or original issue discount on the
Deposit, and the remainder as put premium in respect of the Put Option (the "Put Premium"). The portion of the stated interest rate on a note
described in this section that constitutes interest or original issue discount on the Deposit and the portion that constitutes Put Premium will be
specified in the applicable pricing supplement.

        If the term of a note described in this section is more than one year, U.S. holders should include the portion of the stated interest payments
on the note that is treated as interest in income, as described above under " � Payments of Interest." If any portion of the stated interest payments
on a note described in this section is treated as original issue discount its treatment will be as described above under " � Original Issue Discount."

        If the term of a note described in this section is one year or less, the Deposit should be treated as a short-term obligation as described above
under " � Short-Term Obligations."

        The Put Premium should not be taxable to a U.S. holder upon its receipt. If the Put Option expires unexercised, the U.S. holder should
recognize the total Put Premium received as short-term capital gain at such time.

        If the Put Option is exercised and a U.S. holder receives Reference Assets, the U.S. holder should not recognize any gain or loss with
respect to the Put Option (other than with respect to cash received in lieu of fractional shares of stock, as described below). In this event, the
U.S. holder should have an adjusted tax basis in all Reference Assets received (including for this purpose any fractional shares of stock) equal to
the Deposit, plus accrued but unpaid interest or discount, as applicable, on the Deposit less the total Put Premium received. The U.S. holder's
holding period for any Reference Assets received should start on the day after the delivery of the Reference Assets. The U.S. holder should
generally recognize a short-term capital gain or loss with respect to cash received in lieu of fractional shares in an amount equal to the difference
between the amount of such cash received and the U.S. holder's basis in the fractional shares, which is equal to the U.S. holder's basis in all of
the Reference Assets (including the fractional shares of stock), times a fraction, the numerator of which is the fractional shares of stock and the
denominator of which is all of the Reference Assets (including fractional shares of stock).

        In we elect to cash settle the Put Option, a U.S. holder should generally recognize a short-term capital gain or loss equal to (i) the amount of
cash received less (ii) the amount of the Deposit, plus accrued but unpaid acquisition discount or original issue discount on the Deposit, less the
total Put Premium received.

        Upon the exercise or cash settlement of a Put Option, a cash method U.S. holder of a short-term obligation that does not elect to accrue
acquisition discount in income currently will recognize ordinary income equal to the accrued and unpaid acquisition discount.

        Upon a sale, or other taxable disposition of a note described in this section for cash, a U.S. holder should allocate the cash received between
the Deposit and the Put Option on the basis of their respective values on the date of sale. The U.S. holder should generally recognize gain or loss
with respect to the Deposit in an amount equal to the difference between the amount of the sales proceeds allocable to the Deposit (less accrued
and unpaid "qualified stated interest" or accrued acquisition discount that the U.S. holder has not included in income, which will be treated as
ordinary interest income) and the U.S. holder's adjusted tax basis in the Deposit (which will generally equal the initial purchase price of the note
increased by any accrued acquisition discount or original issue discount previously included in income on the Deposit and decreased by the
amount of any payment (other than an interest payment that is treated as qualified stated interest) received on the Deposit). Such gain or
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loss should be capital gain or loss and should be long-term capital gain or loss if the U.S. holder has held the Deposit for more than one year at
the time of such disposition. The ability of U.S. holders to use capital losses to offset ordinary income is limited. If the Put Option has a positive
value on the date of a sale of a note, the U.S. holder should recognize short-term capital gain equal to the portion of the sale proceeds allocable
to the Put Option plus any previously received Put Premium. If the Put Option has a negative value on the date of sale, the U.S. holder should be
treated as having paid the buyer an amount equal to the negative value in order to assume the U.S. holder's rights and obligations under the Put
Option. In such a case, the U.S. holder should recognize a short-term capital gain or loss in an amount equal to the difference between the total
Put Premium previously received and the amount of the payment deemed made by the U.S. holder with respect to the assumption of the Put
Option. The amount of the deemed payment will be added to the sales price allocated to the Deposit in determining the gain or loss in respect of
the Deposit. The ability of U.S. holders to use capital losses to offset ordinary income is limited.

        U.S. holders should consult the offering documents for the Reference Assets for the federal income tax treatment of acquiring, owning and
selling the Reference Assets.

        Although we intend to treat each note described in this section as a Deposit and a Put Option, there are no regulations, published rulings or
judicial decisions addressing the characterization of securities with terms that are substantially the same as those of the notes described in this
section, and therefore the notes could be subject to some other characterization or treatment for federal income tax purposes. For example, the
notes could be treated as contingent payment debt instruments for federal income tax purposes. In this case, in general, U.S. holders should be
treated as described above under " � Contingent Payment Debt Instruments."

        Other characterizations and treatments of notes described in this section are possible. Prospective investors in the notes described in this
section should consult their tax advisors as to the tax consequences to them of purchasing notes described in this section, including any
alternative characterizations and treatments.

        Certain Notes Treated as Forward Contracts.    We may treat certain notes as a forward contract for federal income tax purposes. The
applicable pricing supplement will indicate whether we intend to treat a note as a forward contract for federal income tax purposes. This section
describes the principal federal income tax consequences of the purchase, beneficial ownership and disposition of a note that we intend to treat as
a forward contract.

        There are no regulations, published rulings or judicial decisions addressing the treatment for federal income tax purposes of notes with
terms that are substantially the same as those described in this section. Accordingly, the proper federal income tax treatment of the notes
described in this section is uncertain. Under one approach, the notes would be treated as pre paid cash settled forward contracts with respect to
the reference index or asset. We intend to treat each note described in this section consistent with this approach, and pursuant to the terms of the
notes, each holder agrees to such treatment for all federal income tax purposes. Except for the possible alternative treatments described below,
the balance of this summary assumes that the notes described in this section are so treated.

        A U.S. holder's tax basis in a note described in this section generally will equal the U.S. holder's cost for the note. Upon receipt of cash
upon maturity or redemption and upon the sale, exchange or other disposition of the note, a U.S. holder generally will recognize gain or loss
equal to the difference between the amount realized at maturity or on the redemption, sale, exchange or other disposition and the U.S. holder's
tax basis in the note. Any such gain upon the maturity, redemption, sale, exchange or other disposition of the note generally will constitute
capital gain. Capital gain of non-corporate taxpayers from the maturity, redemption, sale, exchange or other disposition of a non-principal
protected note held for more than one year may be eligible for reduced rates of taxation. Any loss
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from the maturity, redemption, sale, exchange or other disposition of a non-principal protected note will generally constitute a capital loss. The
ability of U.S. holders to use capital losses to offset ordinary income is limited.

        Although we intend to treat each note described in this section as a pre-paid cash-settled forward contract as described above, there are no
regulations, published rulings or judicial decisions addressing the characterization of securities with terms that are substantially the same as
those of the notes described in this section, and therefore the notes could be subject to some other characterization or treatment for federal
income tax purposes. For example, the notes could be treated as "contingent payment debt instruments" for federal income tax purposes. In this
case, in general, U.S. holders should be treated as described above under " � Contingent Payment Debt Instruments."

        In addition, certain proposed Treasury regulations require the accrual of income on a current basis for contingent payments made under
certain "notional principal contracts." The preamble to the proposed regulations states that the "wait and see" method of accounting does not
properly reflect the economic accrual of income on those contracts, and requires current accrual of income for some contracts already in
existence. While the proposed regulations do not apply to prepaid forward contracts, the preamble to the proposed regulations indicates that
similar timing issues exist in the case of prepaid forward contracts. If the IRS or the U.S. Treasury Department publishes future guidance
requiring current economic accrual for contingent payments on prepaid forward contracts, it is possible that a U.S. holder could be required to
accrue income over the term of the notes described in this section. In addition, it is possible that the notes could be treated as representing an
ownership interest in the reference index or asset for federal income tax purposes, in which case a U.S. holder's federal income tax treatment
could be different than described above. Finally, other alternative federal income tax characterizations or treatments of the notes described in this
section are possible, and if applied could also affect the timing and the character of the income or loss with respect to the notes.

        Prospective investors in the notes described in this section should consult their tax advisors as to the tax consequences to them of
purchasing the notes, including any alternative characterizations and treatments.

Tax Treatment of Non-U.S. Holders

        Payments on the notes to non-U.S. holders will not be subject to federal withholding tax if the following conditions are satisfied:

�
the non-U.S. holder does not actually or constructively own 10% or more of the total combined voting power of all classes
of our stock entitled to vote;

�
the non-U.S. holder is not a controlled foreign corporation for federal income tax purposes that is related to us through actual
or constructive ownership;

�
the non-U.S. holder is not a bank receiving interest on a loan made in the ordinary course of its trade or business;

�
interest payable on the notes is either (a) not determined by reference to any receipts, sales or other cash flow, income or
profits, change in the value of any property of, or any dividend or similar payment made by us or a person related to us,
within the meaning of Code section 871(h)(4)(A) or (b) determined by reference to changes in the value of actively traded
property or an index of the value of actively traded property within the meaning of section 871(h)(4)(C)(v) of the Code; and

�
the payments are not effectively connected with a trade or business conducted by the non-U.S. holder in the United States
and either (a) the non-U.S. holder provides a correct, complete and executed IRS Form W-8BEN or Form W 8IMY
(or successor form) with
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appropriate attachments, or (b) the non-U.S. holder holds its note through a qualified intermediary (generally a foreign
financial institution or clearing organization or a non-U.S. branch or office of a U.S. financial institution or clearing
organization that is a party to a withholding agreement with the IRS) which has provided an IRS Form W-8IMY and has
received documentation upon which it can rely to treat the payment as made to a foreign person.

        The applicable pricing supplement will indicate whether we expect that any property will be treated as actively traded or any index will
reference actively traded property within the meaning of section 871(h)(4)(C)(v). If any of these conditions are not satisfied, interest (including
original issue discount) on the notes may be subject to a 30% withholding tax, unless an income tax treaty reduces or eliminates the tax or the
interest is effectively connected with the conduct of a U.S. trade or business and, in either case, certain certification requirements are met. If such
non-U.S. holder is a foreign corporation, it may be subject to a branch profits tax equal to 30% (or such lower rate provided by an applicable
treaty) of its effectively connected earnings and profits for the taxable year, subject to certain adjustments.

        In general, gain realized on the sale, exchange or retirement of the notes by a non-U.S. holder will not be subject to federal income
tax, unless:

�
the gain with respect to the notes is effectively connected with a trade or business conducted by the non-U.S. holder in the
United States, or

�
the non-U.S. holder is a nonresident alien individual who holds the notes as a capital asset and is present in the United States
for more than 182 days in the taxable year of the sale and certain other conditions are satisfied.

        If the gain realized on the sale, exchange or retirement of the notes by the non-U.S. holder is described in either of the two preceding bullet
points, the non-U.S. holder may be subject to federal income tax with respect to the gain except to the extent that an income tax treaty reduces or
eliminates the tax and the appropriate documentation is provided.

        Non-U.S. holders that receive Reference Shares should consult the offering documents for the Reference Shares for the federal income tax
treatment of acquiring, owning and selling the Reference Shares.

        A note held by an individual who at death is a non-U.S. holder will not be includible in the individual's gross estate for federal estate tax
purposes if the individual would not be subject to any federal income or withholding tax with respect to income or gain on the note or reverse
convertible note.

        Non-U.S. holders should consult the offering documents for the Reference Shares for the federal estate tax treatment of acquiring, owning
and selling the Reference Shares.

Information Reporting and Backup Withholding

        Distributions made on the notes and proceeds from the sale of notes to or through certain brokers may be subject to a "backup" withholding
tax on "reportable payments" unless, in general, the noteholder complies with certain procedures or is an exempt recipient. Any amounts so
withheld from distributions on the notes generally will be refunded by the IRS or allowed as a credit against the noteholder's federal income tax,
provided the noteholder makes a timely filing of an appropriate tax return or refund claim.

        Reports will be made to the IRS and to holders that are not excepted from the reporting requirements.
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        THE PRECEDING DISCUSSION IS ONLY A SUMMARY OF CERTAIN OF THE TAX IMPLICATIONS OF AN INVESTMENT IN
NOTES. PROSPECTIVE INVESTORS ARE URGED TO CONSULT WITH THEIR OWN TAX ADVISORS PRIOR TO INVESTING TO
DETERMINE THE TAX IMPLICATIONS OF SUCH INVESTMENT IN LIGHT OF EACH SUCH INVESTOR'S
PARTICULAR CIRCUMSTANCES.

SUPPLEMENTAL PLAN OF DISTRIBUTION

        We are offering the notes on a continuing basis through agents. Any agent may sell notes to dealers at a concession not in excess of the
discount it received from us. We also may sell the notes:

(a)
directly to purchasers on our own behalf; or

(b)
through any agent as principal, either at a discount from their principal amount to be agreed on at the time of sale or at 100%
of their principal amount, for resale to one or more investors and other purchasers at different prices to be determined by the
agent at the time of resale, which may be greater or lesser than the purchase price for those notes paid by the agent.

        We will have the sole right to accept offers to purchase notes and may reject any proposed purchase of the notes in whole or part. Each
agent will have the right, in its reasonably exercised discretion, to reject any offer to purchase the notes it receives in whole or in part. We will
pay each agent a commission, in the form of a discount, ranging from .125% to .750% of the price offered to the public of the notes, depending
on maturity, sold through that agent. Any agent may agree with us to accept a commission other than one based on maturity, in which case the
commission will be set forth in the applicable pricing supplement. We and Bear, Stearns & Co. Inc., as the agent, have entered into a distribution
agreement dates as of June 19, 2003, as amended, with respect to the notes. Pursuant to the terms of the distribution agreement, the agent has
agreed to use its reasonable best efforts to solicit orders to purchase notes. We may also appoint additional agents to solicit offers to purchase the
notes, who will enter into the above distribution agreement. Any other agents will be named in the applicable pricing supplement and any
solicitation and sale of notes through those agents will be on the same terms and conditions to which the agent has agreed. The other agents or
dealers through which we or the agent may sell notes may be our affiliates or customers and may engage in transactions with and perform
services for us in the ordinary course of business. We also may pay fees and other amounts to an agent or an affiliate of an agent in connection
with certain transactions that we enter into in connection with certain issuances of the notes, which might exceed the agent's discount.

        Unless the applicable pricing supplement indicates otherwise, payment of the purchase price shall be made in funds that are immediately
available in New York City.

        The agents may be deemed to be "underwriters" within the meaning of the Securities Act of 1933, as amended. We have agreed to
indemnify the agents against or to make contributions relating to certain civil liabilities, including liabilities under the Securities Act. We have
agreed to reimburse the agents for certain expenses.

        Following the initial distribution of notes, the agent or other affiliates of The Bear Stearns Companies Inc. may use this prospectus
supplement in connection with offers and sales associated with market-making transactions in the notes. Each agent may act as principal or agent
in the market-making transactions. The offers and sales will be made at prices that relate to prevailing prices at the time.

        Any agents offering notes will not confirm sales to any accounts over which they exercise discretionary authority without the prior approval
of the customer.
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        Because Bear, Stearns & Co. Inc. is our wholly-owned subsidiary, each distribution of the notes will conform to the requirements set forth
in Rule 2720 of the NASD Conduct Rules. The maximum commission or discount received by any NASD member or independent broker-dealer
participating in a distribution of the notes will not be greater than eight percent of the aggregate principal amount of the offering of the notes in
which such NASD member or independent broker-dealer participates.

LISTING

        We may make application to the UK Listing Authority for the global notes to be admitted to the Official List and to the London Stock
Exchange for such global notes to be admitted to trading on the London Stock Exchange's market for listed securities. We cannot guarantee that
our application will be approved, settlement of the Notes is not conditional on obtaining the listing and we are not required to maintain
the listing.

        We may list the notes on the NYSE, Nasdaq, AMEX, London Stock Exchange or any other exchange as specified in the applicable pricing
supplement. We cannot guarantee that our application will be approved, settlement of the Notes is not conditional on obtaining the listing and we
are not required to maintain the listing.

VALIDITY OF THE NOTES

        The validity of the notes will be passed on for us by Cadwalader, Wickersham & Taft LLP, New York, New York.

GLOSSARY

        Set forth below are definitions of some of the terms used in this prospectus supplement.

        The "2-Year CMS Rate" in effect for each Interest Payment Period will be the rate that appears on Reuters page ISDA FIX1 under the
heading "2YR" at 11:00 a.m., New York City time on the Interest Determination Date for that Interest Payment Period. If such rate does not
appear on Reuters page ISDA FIX1 on such date, the rate for such date shall be determined as if the parties had specified "USD-CMS-Reference
Banks" as the applicable rate.

        The "30-Year CMS Rate" in effect for each Interest Payment Period for the CMS Spread Range Accrual notes will be the rate that appears
on Reuters page ISDA FIX1 under the heading "30YR" at 11:00 a.m., New York City time on the Interest Determination Date for that Interest
Payment Period. If such rate does not appear on Reuters page ISDA FIX1 on such date, the rate for such date shall be determined as if the parties
had specified "USD-CMS-Reference Banks" as the applicable rate.

        The "Accrual Determination Date" is a determination as to whether the Accrual Provision has been satisfied will be made on each Accrual
Determination Date. Each New York Business Day during an Interest Payment Period will be an Accrual Determination Date, provided that
such New York Business Day is not within the Exclusion Period. For each day during an Interest Payment Period that is not a New York
Business Day and not within the Exclusion Period, the Accrual Determination Date will be the preceding New York Business Day.
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         The "Accrual Provision" means that interest will accrue (at the rate per annum under Interest Rate above for each Interest Payment Period)
on each day on which the 30-Year CMS Rate minus the 2-Year CMS Rate for the relevant Accrual Determination Date is equal to or greater
than 0% (such calculation referred to as the "Accrual Provision"). If, however, the 30-Year CMS Rate minus the 2-Year CMS Rate for any
Accrual Determination Date is less than 0%, then no interest will accrue for any day relating to such Accrual Determination Date. No
determination as to satisfaction of the Accrual Provision will be made with respect to the Exclusion Period (as defined below). The
determination with respect to each day of an Exclusion Period will be deemed to have been made on the last New York Business Day prior to
such Exclusion Period.

        "AMEX" means the American Stock Exchange LLC.

        "Business Day" means any day that (a) is not a Saturday or Sunday, (b) in New York, New York, is not a day on which banking institutions
generally are authorized or required by law or executive order to close, and (c) if the interest rate formula basis is LIBOR, is also a London
Banking Day.

        "Calculation Agent" means the person chosen by us to perform the duties related to interest rate calculations and resets for the floating
rate notes.

        "Calculation Date" means, with regard to an Interest Determination Date, the earlier of (i) the 10th calendar day after the Interest
Determination Date or if that day is not a Business Day, the next Business Day or (ii) the Business Day before the applicable interest payment
date, maturity date, redemption date or repayment date.

        "Clearstream" means Clearstream Banking, société anonyme.

        "Clearstream Participants" means the Clearstream participating organizations.

        "CMT Rate" means, with respect to any Interest Determination Date, the rate displayed on the designated CMT Telerate Page, under the
caption "... Treasury Constant Maturities... Federal Reserve Board Release H.15... Mondays Approximately 3:45 p.m.," under the column for the
designated CMT Index Maturity, for:

        (a)   the latest rate displayed at the close of business on such Interest Determination Date if the designated CMT Telerate Page is
7051; or

        (b)   the average for the week, or the month, as specified in the applicable pricing supplement, ended immediately before the
week in which the related Interest Determination Date occurs if the designated CMT Telerate Page is 7052.

        If the CMT Rate cannot be set as described above, the following procedures will occur:

        (1)   If the applicable rate described above is not displayed on the relevant page by 3:00 p.m., New York City time on that
Calculation Date, unless the calculation is made earlier and the rate is available from that source at that time on the Calculation Date,
then the CMT Rate will be the Treasury constant maturity rate having the designated Index Maturity, as published in H.15(519) or
another recognized electronic source for displaying the rate.

        (2)   If the applicable rate described above is not published in H.15(519) or another recognized electronic source for displaying
such rate by 3:00 p.m., New York City time on that Calculation Date, unless the calculation is made earlier and the rate is available
from one of those sources at that time, then the CMT Rate will be the Treasury constant maturity rate, or other United States Treasury
rate, for the Index Maturity and with reference to the relevant Interest Determination Date, that is published by either the Board of
Governors of the Federal Reserve System or the United States Department of the Treasury and that the Calculation Agent determines
to be comparable to the rate formerly displayed on the designated CMT Telerate Page and published in H.15(519).
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        (3)   If the rate described in the prior paragraph cannot be determined, then the Calculation Agent will determine the CMT Rate to
be a yield to maturity based on the average of the secondary market offered rates as of approximately 3:30 p.m., New York City time,
on the relevant Interest Determination Date reported, according to their written records, by three leading primary United States
government securities dealers in New York City. The Calculation Agent will select five such securities dealers after consulting with
us, and will eliminate the highest quotation (or, in the event of equality, one of the highest) and the lowest quotation (or, in the event of
equality, one of the lowest), for the most recently issued direct noncallable fixed rate obligations of the United States Treasury
("Treasury Notes") with an original maturity of approximately the designated Index Maturity and a remaining term to maturity of not
less than the designated Index Maturity minus one year in a representative amount. If two Treasury Notes with an original maturity as
described above have remaining terms to maturity equally close to the designated Index Maturity, the quotes for the Treasury Note
with the shorter remaining term to maturity will be used.

        (4)   If the Calculation Agent cannot obtain three Treasury Note quotations of the kind described in the prior paragraph, the
Calculation Agent will determine the CMT Rate to be the yield to maturity based on the average of the secondary market offered rates
for Treasury Notes with an original maturity longer than the designated CMT Index Maturity which have a remaining term to maturity
closest to the designated CMT Index Maturity and in a representative amount, as of approximately 3:30 p.m., New York City time, on
the relevant Interest Determination Date of leading primary United States government securities dealers in New York City. In
selecting these offered rates, the Calculation Agent will request quotations from at least five such securities dealers and will disregard
the highest quotation (or if there is equality, one of the highest) and the lowest quotation (or if there is equality, one of the lowest). If
two Treasury Notes with an original maturity longer than the designated CMT Index Maturity have remaining terms to maturity that
are equally close to the designated CMT Index Maturity, the Calculation Agent will obtain quotations for the Treasury Note with the
shorter remaining term to maturity.

        (5)   If fewer than five but more than two of the leading primary United States government securities dealers are quoting as
described in the prior paragraph, then the CMT Rate for the relevant Interest Determination Date will be based on the average of the
offered rates obtained, and neither the highest nor the lowest of those quotations will be eliminated.

        If two or fewer leading primary United States government securities dealers selected by the Calculation Agent are quoting as described
above, the CMT Rate will remain the CMT Rate then in effect on that Interest Determination Date.

        "Commercial Paper Rate" means, with respect to any Interest Determination Date, the Money Market Yield (as set forth and calculated in
the Glossary section of this prospectus supplement) on such date of the rate for commercial paper having the Index Maturity specified in the
applicable pricing supplement as published in H.15(519) under the heading "Commercial Paper � Nonfinancial." If the rate is not published in
H.15(519) on the Calculation Date, the Money Market Yield will be calculated based on the rate on the Interest Determination Date as published
in H.15 Daily Update or any other recognized electronic source used for displaying that rate under the heading
"Commercial Paper � Nonfinancial."

        If neither of the rates described above is published on the Calculation Date, then the Commercial Paper Rate will be the Money Market
Yield of the arithmetic mean of the offered rates, as of 11:00 a.m. on the Interest Determination Date, of three leading dealers of commercial
paper in New York City selected by the Calculation Agent for commercial paper of the specified Index Maturity placed for an industrial issuer
whose bond rating is "AA," or the equivalent, from a nationally recognized rating agency.
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        If the three dealers selected are not quoting as mentioned above, the Commercial Paper Rate will remain the Commercial Paper Rate then in
effect on such Interest Determination Date.

        "DTC" means The Depository Trust Company and is a wholly-owned subsidiary of the DTCC.

        "DTCC" means The Depository Trust & Clearing Corporation ("DTCC") and is owned by a number of DTC Participants and members of
the National Securities Clearing Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation, and Emerging Markets
Clearing Corporation, also subsidiaries of DTCC, as well as by The New York Stock Exchange, Inc., the American Stock Exchange LLC, and
the National Association of Securities Dealers, Inc. Access to the DTC system is also available to others such as both United States and
non-United States securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a DTC Participant, either directly or indirectly.

        "DTC Participants" means DTC's participants, including both United States and non-United States securities brokers and dealers, banks,
trust companies, clearing corporations and certain other organizations.

        "EPM" means European Central Bank payment mechanism.

        "Euroclear" means Euroclear Bank S.A./N.V., as operator of the Euroclear System (in Europe).

        "Euroclear Participants" means Euroclear's participants.

        "ECSplc" means Euroclear Clearance System Public Limited Company.

        "Euroclear Operator" means Euroclear Bank S.A./N.V., a bank incorporated under the laws of the Kingdom of Belgium.

        "Euroclear Terms and Conditions," collectively, means Terms and Conditions Governing Use of Euroclear and the related Operating
Procedures of the Euroclear System and applicable Belgian law.

        "Exchange Rate Agent" means JPMorgan Chase Bank, N.A. (formerly, The Chase Manhattan Bank), unless otherwise specified in the
applicable pricing supplement.

        "Exclusion Period" means the period beginning on the fifth New York Business Day prior to but not including the last day of the current
Interest Payment Period.

        "Extendible Note" means a note with a maturity date extended for one or more periods up to, but not beyond, the date that is set forth in the
applicable pricing supplement.

        "EURIBOR" means European Interbank Offered Rate and will be determined the Calculation Agent for each applicable Interest Period in
accordance with the following provisions:

        (1)   For each applicable Interest Period, EURIBOR will be determined on the applicable Interest Determination Date on the basis
of the offered rate for deposits of Euros having a maturity of three months, commencing on the second Target Settlement Date
immediately following such Interest Determination Date, which appears on Telerate page 248 (or such other page as may replace
Telerate page 248 for the purpose of displaying European interbank rates of major banks), as of 11:00 A.M., Brussels time, on such
Interest Determination Date. If no such rate appears on Telerate page 248 (or such other page as may replace such page), EURIBOR in
respect of such Interest Determination Date will be determined as if the parties had specified the rate described in (2) below.

        (2)   On any applicable Interest Determination Date on which no offered rates for deposits of Euros having a maturity of three
months appear on Telerate page 248 (or such other page as may replace such page) as described in (1) above, EURIBOR will be
determined on the basis of the rates at approximately 11:00 A.M., Brussels time, on such Interest Determination Date at which
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deposits in Euros having a maturity of three months commencing on the second Target Settlement Date immediately following such
Interest Determination Date are offered by four major banks in the European interbank market selected by the Calculation Agent to
prime banks in the European interbank market and in a principal amount of not less than the Euro equivalent of US $1,000,000 that is
representative of a single transaction in such market at such time. The Calculation Agent will request the principal London office of
each such bank to provide a quotation of its rate. If at least two such quotations are provided, EURIBOR for such Interest
Determination Date will be the arithmetic mean of such quotations. If fewer than two quotations are provided, EURIBOR for such
Interest Determination Date will be the arithmetic mean of the rates quoted at approximately 11:00 A.M., Brussels time, on such
Interest Determination Date by three major banks in New York City, selected by the Calculation Agent for loans in Euros to leading
European banks, having a maturity of three months commencing on the second Target Settlement Date immediately following such
Interest Determination Date and in a principal amount of not less than the Euro equivalent of US $1,000,000 that is representative for a
single transaction in such market at such time. Finally, if the three banks selected by the Calculation Agent are not quoting as
mentioned above, EURIBOR will remain EURIBOR then in effect on such Interest Determination Date.

        "Federal Funds Rate" means either the Federal Funds (Effective) Rate or the Federal Funds (Open) Rate.

        Unless otherwise specified in the applicable pricing supplement, the "Federal Funds (Effective) Rate" means, with respect to any Interest
Determination Date, the rate on that day for Federal Funds as published in H.15(519) under the heading "Federal funds (effective)" on Telerate
page 120 or any successor service or page or, if not so published on the Calculation Date relating to that Interest Determination Date, the Federal
Funds (Effective) Rate will be the rate on that Interest Determination Date that is published in H.15 Daily Update or any other recognized
electronic source used for displaying that rate under the heading "Federal Funds/Effective Rate."

        Unless otherwise specified in the applicable pricing supplement, the:Federal Funds (Open) Rate" means, with respect to any Interest
Determination Date, the rate on that day for Federal Funds as reported on Telerate page 5 under the heading "Federal Funds/Open."

        If (1) the applicable Federal Funds (Effective) Rate described above or (2) the Federal Funds (Open) Rate described above is not published
by 3:00 p.m. on the relevant Calculation Date, then the Federal Funds (Effective) Rate and the Federal Funds (Open) Rate, as applicable, will be
calculated by the Calculation Agent as the arithmetic mean of the rates for the last transaction in overnight Federal Funds arranged by three
leading brokers of Federal Funds transactions in New York City selected by the Calculation Agent as of 11:00 a.m., on that Interest
Determination Date.

        If the brokers that are selected by the Calculation Agent are not quoting, the interest rate in effect for the applicable period will remain the
interest rate then in effect on such Interest Determination Date.

        "Global Securities" means global notes that will be issued in the form of one or more fully registered notes.

        "H.15(519)" means the weekly statistical release entitled "Statistical Release H.15(519), Selected Interest Rates," or any successor
publication, published by the Board of Governors of the Federal Reserve System.

        "Indenture" means the Senior Indenture or Subordinated Indenture, collectively as the "Indentures."

        "Index Maturity" means the period to maturity of the instrument or obligation on which the interest rate formula is based, as specified in the
applicable pricing supplement.
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        "Interest Determination Date" is as follows:

�
for the Commercial Paper Rate and Federal Funds (Effective) Rate, the Business Day before the Interest Reset Date;

�
for LIBOR, the second London Banking Day before the Interest Reset Date;

�
for EURIBOR, for any Interest Period means the second Target Settlement Date preceding the Interest Reset Date for such
Interest Period;

�
for the Treasury Rate, the day of the week in which the Interest Reset Date falls on which Treasury bills would normally be
auctioned. Treasury bills are usually sold at auction on Monday of each week, unless that day is a legal holiday, in which
case the auction is usually held on the following Tuesday, unless the auction may be held on the preceding Friday. If the
auction is held on the preceding Friday, that Friday will be the Interest Determination Date pertaining to the Interest Reset
Date occurring in the next week;

�
for the Prime Rate and Federal Funds (Open) Rate, the same day as the Interest Reset Date;

�
for a CMT Rate note, the tenth Business Day before the Interest Reset Date;

�
for a CMS Spread Range Accrual note, the fifth Business Day prior to but not including the applicable Interest Reset
Date; and

�
for global notes, the second London Banking Day preceding the Interest Reset Date for the interest period unless otherwise
specified in the applicable pricing supplement.

        "Interest Period" means the period beginning on and including the most recent interest payment date and ending on but excluding the next
interest payment date.

        "Interest Reset Date" means the interest payment date on which an Interest Period commences. If any Interest Reset Date is not a Business
Day, then the Interest Reset Date will be postponed to the next succeeding Business Day except that if such Business Day is in the next
succeeding calendar month, such Interest Reset Date will be the next preceding Business Day.

        Interest on the global notes will accrue during the applicable Interest Period. Interest will be computed by multiplying (1) the face amount
of a global note by (2) an accrued interest factor computed by multiplying (a) the per annum rate of interest for the applicable Interest Period by
(b) a fraction (x) the numerator of which is the actual number of days elapsed in that Interest Period and (y) the denominator of which is 360.
The global notes will not be entitled to the benefit of any mandatory sinking fund.

        "IRS" means the Internal Revenue Service.

        "LIBOR" means the London Interbank Offered Rate, and will be determined by the Calculation Agent as follows, unless otherwise
specified in the applicable pricing supplement:

        With respect to any Interest Determination Date, either:

        (a)   "LIBOR Reuters," which is the arithmetic mean, as determined by the Calculation Agent, of the offered rates for deposits in
U.S. dollars for the maturity specified in the applicable pricing supplement, beginning on the second London Banking Day after that
date, which appear on the Reuters Screen LIBO Page as of 11:00 a.m., London time, on that date, if at least two such offered rates
appear on the Reuters Screen LIBO Page; or

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

122



        (b)   "LIBOR Telerate," which is the offered rate for deposits in U.S. dollars having the specified maturity, beginning on the
second London Banking Day after that date, which appears on the Telerate Page 3750 as of 11:00 a.m., London time, on that date.
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        If neither the Reuters Screen LIBO Page nor Telerate Page 3750 is specified in the applicable pricing supplement, LIBOR will be
determined as if Telerate Page 3750 had been specified.

        In the case where (a) above applies, if fewer than two offered rates appear on the Reuters Screen LIBO Page, or, in the case where
(b) above applies, if no rate appears on the Telerate Page 3750, LIBOR will be determined based on the rates at approximately 11:00 a.m.,
London time, on that LIBOR Interest Determination Date at which deposits in U.S. dollars having the specified maturity are offered by four
major banks in the London interbank market selected by the Calculation Agent to prime banks in the London interbank market beginning on the
second London Banking Day after that date and in a principal amount of not less than U.S. $1,000,000 that is representative of a single
transaction in such market at such time (a "representative amount"). The Calculation Agent will request the principal London office of each such
bank to provide a quotation of its rate. If at least two such quotations are provided, LIBOR for that date will be the arithmetic mean of
such quotations.

        If fewer than two quotations are provided, LIBOR for that date will be the arithmetic mean of the rates quoted at approximately 11:00 a.m.
on such date by three major banks in New York City selected by the Calculation Agent for loans in U.S. dollars to leading European banks
having the specified maturity beginning on the second London Banking Day after that date and in a principal amount of not less than a
representative amount.

        Finally, if the three banks are not quoting as mentioned above, LIBOR will remain LIBOR then in effect on such Interest
Determination Date.

        "London Banking Day" means any day on which dealings or deposits in U.S. dollars are transacted in the London interbank market.

        "London Stock Exchange" means the London Stock Exchange plc.

        "Money Market Yield" means the yield, expressed as a percentage, calculated in accordance with the following formula:

Money Market Yield =     D × 360    × 100
360-(D × M)

where "D" refers to the per annum rate for commercial paper quoted on a bank discount basis and expressed as a decimal; and "M" refers to the
actual number of days in the interest period for which interest is being calculated.

        "Nasdaq" means The Nasdaq Stock Market.

        "NYSE" means the New York Stock Exchange, Inc.

        "Official List" means the official list of the UK Listing Authority.

        "OID" means original issue discount.

        "Paying Agent" means JPMorgan Chase Bank, N.A. (formerly, The Chase Manhattan Bank), unless otherwise specified in the applicable
pricing supplement.

        "Prime Rate" means, with respect to any Interest Determination Date, either the rate set forth for that date on Telerate page 5 under the
heading "Bank Rate/Prime" or the rate set forth for that date in H.15(519) under the heading "Bank Prime Loan."

        If the Prime Rate cannot be set as described above, the following procedures will occur:

        (1)   If the applicable rate is not published in H.15(519) or on Telerate page 5 prior to 9:00 a.m. on the Calculation Date, then the
Prime Rate will be the arithmetic mean of the rates of interest publicly announced by each bank that appears on the Reuters Screen
NYMF Page on such
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Interest Determination Date as such bank's prime rate or base lending rate as in effect for such Interest Determination Date.

        (2)   If fewer than four rates appear on the Reuters Screen NYMF Page, the rate will be the arithmetic mean of the prime rates
quoted on the basis of the actual number of days in the year divided by 360 as of the close of business on such Interest Determination
Date by at least two of the three major money center banks in New York City selected by the Calculation Agent from which quotations
are requested.

        (3)   If fewer than two quotations are provided, the Calculation Agent will determine the Prime Rate as the arithmetic mean on the
basis of the prime rates in New York City by the appropriate number of substitute banks or trust companies organized and doing
business under the laws of the United States, or any state, in each case having total equity capital of at least US $500 million and being
subject to supervision or examination by federal or state authority, selected by the Calculation Agent to quote the rate or rates.

        (4)   If in any month or two consecutive months, the Prime Rate is not published in H.15(519) or on Telerate page 5 and the banks
or trust companies selected are not quoting as mentioned in (3) above, the Prime Rate for the Interest Reset Period will remain the
same as the Prime Rate for the immediately preceding Interest Reset Period (or, if there was no such Interest Reset Period, the rate of
interest payable on the Prime Rate notes for which the Prime Rate is being determined shall be the initial interest rate).

        If this failure continues over three or more consecutive months, the Prime Rate for each succeeding Interest Determination Date until the
maturity or redemption of such Prime Rate notes or, if earlier, until this failure ceases, shall be LIBOR determined as if such Prime Rate notes
were LIBOR notes, and the spread, if any, will be the number of basis points specified in the applicable pricing supplement as the "Alternate
Rate Event Spread."

        "Principal Paying Agent" means the entity that will initially act as the principal office or agency where global notes may be presented
for payment.

        "Reference Banks" are five leading swap dealers in the New York City interbank market selected by the Calculation Agent for the purposes
of providing the USD-CMS-Reference Banks quotations as provided above.

        "Reuters Screen LIBO Page" means the display designated as page "LIBO" on the Reuters Monitor Money Rates Service (or such other
page as may replace the LIBO page on that service for the purpose of displaying London interbank offered rates of major banks).

        "Reuters Screen NYMF Page" means the display designated as page "NYMF" on the Reuters Monitor Money Rates Service (or such other
page as may replace the NYMF page on that service for the purpose of displaying prime rates or base lending rates of major U.S. banks).

        "RTGS" means real-time gross settlement system.

        "Senior Debt Securities" or "Senior Debt" means senior debt.

        "Senior Indenture" means the senior debt indentures dated as of May 31, 1991, as amended.

        "Subordinated Debt Securities" or "Subordinated Debt" means senior subordinated debt.

        "Subordinated Indenture" means the subordinated debt indenture between us and the Trustee.

        "TARGET" means the Trans-European Automated Real-time Gross settlement Express Transfer and is a payment system composed of one
RTGS in each of the European Union Member States plus the EPM. The RTGS and EPM systems are interconnected by common procedures to
allow cross-border transfers throughout the European Union to move from one system to another. The RTGS
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systems of non-participating countries may also be connected, provided that they are able to process the Euro alongside their national currency.
The domestic RTGS systems and the EPM are interconnected according to common procedures to allow cross-border transfers throughout the
European Union to move from one system to another system.

        "Target Settlement Date" means any day on which the TARGET system is open.

        "Telerate Page 3750" means the display designated as page "3750" on the Telerate Service (or such other page as may replace the
3750 page on that service or such other service or services as may be nominated by the British Bankers' Association for the purpose of
displaying London interbank offered rates for U.S. dollar deposits).

        "Treasury Rate" means, with respect to any Interest Determination Date, the rate for the most recent auction of Treasury bills, direct
obligations of the United States, having the Index Maturity specified in the applicable pricing supplement as published under the column
designated "Invest Rate" on Telerate page 56 captioned "US Treasury 3MO T-Bill Auction Results" or Telerate page 57 captioned "US Treasury
6MO T-Bill Auction Results."

        If the Treasury Rate cannot be set as described above on the Calculation Date pertaining to such Interest Determination Date, the following
procedures will apply, as appropriate:

        (a)   The rate will be the auction average rate (expressed as a bond equivalent on the basis of a year of 365 or 366 days, as
applicable, and applied on a daily basis) as otherwise announced by the United States Department of the Treasury.

        (b)   If the results of the auction of Treasury bills having the specified Index Maturity are not published in H.15(519) by 3:00 p.m.
on the Calculation Date, or if no such auction is held in a particular week, then the Treasury Rate will be calculated by the Calculation
Agent and will be a yield to maturity (expressed as a bond equivalent on the basis of a year of 365 or 366 days, as applicable, and
applied on a daily basis) of the arithmetic mean of the secondary market bid rates as of approximately 3:30 p.m. on the Interest
Determination Date, of three leading primary US government securities dealers selected by the Calculation Agent, for the issue of
Treasury bills with a remaining maturity closest to the specified Index Maturity.

        (c)   Finally, if the dealers are not quoting as mentioned above, the Treasury Rate will remain the Treasury Rate then in effect on
such Interest Determination Date.

        "Trustee" means JPMorgan Bank, N.A. (formerly, The Chase Manhattan Bank).

        "UK Listing Authority" means the Financial Services Authority in its capacity as competent authority under the Financial Services and
Markets Act 2000.

        "USD-CMS-Reference Banks" rate is determined on the basis of the mid-market semi-annual swap rate quotations provided by the
Reference Banks at approximately 11:00 a.m., New York City time on any Interest Determination Date; and for this purpose, the semi-annual
swap rate means the mean of the bid and offered rates for the semi-annual fixed leg, calculated on a 30/360 day count basis, of a
fixed-for-floating U.S. dollar interest rate swap transaction with a term equal to the Designated Maturity commencing on that date and in a
Representative Amount with an acknowledged dealer of good credit in the swap market, where the floating leg, calculated on an actual/360 day
count basis, is equivalent to USD-LIBOR-BBA with a designated maturity of three months. The rate for that Interest Determination Date will be
the arithmetic mean of the quotations, eliminating the highest quotation (or, in the event of equality, one of the highest) and the lowest quotation
(or, in the event of equality, one of the lowest).
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PROSPECTUS

The Bear Stearns Companies Inc.

Debt Securities
Warrants

Preferred Stock
Depositary Shares
Purchase Contracts

Units

By this prospectus, we intend to offer at one or more times�

Debt Securities
Warrants
Preferred Stock
Depositary Shares
Purchase Contracts
Units

in one or more series with an indeterminate aggregate initial public offering price (as described in the
applicable prospectus supplement).

We will provide the specific terms of these securities in supplements to this prospectus. You should read this prospectus and
any supplements carefully before you invest in the securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

        We may use this prospectus in the initial sale of these securities. In addition, Bear, Stearns & Co. Inc. or any of our other affiliates may use
this prospectus in a market-making transaction in any of these or similar securities after their initial sale. Unless we or our agent inform the
purchaser otherwise in the confirmation of sale, this prospectus is being used in a market-making transaction.

Bear, Stearns & Co. Inc.

Prospectus dated August 16, 2006.
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The information contained in this prospectus is not complete and may be changed. You should only rely on the information
incorporated by reference or provided in this prospectus or any supplement to this prospectus. We have not authorized anyone else to
provide you with different information. These securities are not being offered in any state where the offer is not permitted. You should
not assume that the information in this prospectus or any supplement to this prospectus is accurate as of any date other than the date on
the front of those documents.

TABLE OF CONTENTS

WHERE YOU CAN FIND MORE INFORMATION 1
THE BEAR STEARNS COMPANIES INC. 2
USE OF PROCEEDS 4
DESCRIPTION OF DEBT SECURITIES 4
DESCRIPTION OF WARRANTS 16
DESCRIPTION OF PREFERRED STOCK 21
DESCRIPTION OF DEPOSITARY SHARES 25
DESCRIPTION OF PURCHASE CONTRACTS 28
DESCRIPTION OF UNITS 31
BOOK-ENTRY PROCEDURES AND SETTLEMENT 33
LIMITATIONS ON ISSUANCE OF BEARER DEBT SECURITIES AND BEARER WARRANTS 43
PLAN OF DISTRIBUTION 44
ERISA CONSIDERATIONS 48
LEGAL MATTERS 49
EXPERTS 49

Offers and sales of the securities are subject to restrictions in certain jurisdictions. The distribution of this prospectus and the offer
or sale of the securities in certain jurisdictions may be restricted by law. Persons who come into possession of this prospectus or any
securities must inform themselves about and observe any applicable restrictions on the distribution of this prospectus and the offer and
sale of the securities.

We accept responsibility for the information contained in this prospectus. To the best of our knowledge and belief (having taken all
reasonable care to ensure that such is the case) the information contained in this prospectus is in accordance with the facts and does not
omit anything likely to affect the import of the information.

You must read this prospectus as one along with all the documents which are deemed to be incorporated in this prospectus by
reference (see "Where You Can Find More Information"). This prospectus must be read and construed on the basis that the
incorporated documents are so incorporated and form part of this document, except as specified in this document.

We have not authorized any person to give any information or represent anything not contained in this prospectus. You must not
rely on any unauthorized information.

i
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WHERE YOU CAN FIND MORE INFORMATION

        We file current, annual and quarterly reports, proxy statements and other information required by the Securities Exchange Act of 1934, as
amended (the "Exchange Act"), with the SEC. You may read and copy any document we file at the SEC's public reference room located at 100 F
Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information about the public reference room. Our SEC
filings are also available to the public from the SEC's Internet site at http://www.sec.gov. Copies of these reports, proxy statements and other
information can also be inspected at the offices of the New York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005.

        Our website is http://www.bearstearns.com. We make available free of charge on our website, via a link to the SEC's internet site at
http://www.sec.gov, our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy statements and
Forms 3, 4 and 5 filed on behalf of directors and executive officers and any amendments to those reports filed or furnished pursuant to the
Exchange Act as soon as reasonably practicable after such material is electronically filed with, or furnished to, the SEC.

        In addition, we currently make available on http://www.bearstearns.com our most recent annual report on Form 10-K, our quarterly reports
on Form 10-Q for the current fiscal year and our most recent proxy statement, although in some cases these documents are not available on our
website as soon as they are available on the SEC's internet site. You will need to have on your computer the Adobe Acrobat Reader software to
view these documents, which are in the PDF format.

        We have filed with the SEC a registration statement on Form S-3 (the "Registration Statement") under the Securities Act of 1933, as
amended, with respect to the securities. This prospectus, which constitutes a part of that Registration Statement, does not include all the
information contained in that Registration Statement and its exhibits. For further information with respect to the securities, you should consult
the Registration Statement and its exhibits.

        Statements contained in this prospectus concerning the provisions of any documents are necessarily summaries of those documents, and
each statement is qualified in its entirety by reference to the copy of the document filed with the SEC. The Registration Statement and any of its
amendments, including exhibits filed as a part of the Registration Statement or an amendment to the Registration Statement, are available for
inspection and copying through the entities listed above.

        The SEC allows us to "incorporate by reference" the information that we file with them, which means that we can disclose important
information to you by referring you to the other information we have filed with the SEC. The information that we incorporate by reference is
considered to be part of this prospectus, and information that we file later with the SEC will automatically update and supersede this
information.

        The following documents filed by us with the SEC pursuant to Section 13 of the Exchange Act (File No. 1-8989) and any future filings
under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act made before the termination of the offering are incorporated by reference:

        (1)   the Annual Report on Form 10-K as amended by Form 10-K/A (including the portions of the Company's Annual Report to
Stockholders and Proxy Statement incorporated by reference therein) for the fiscal year ended November 30, 2005 filed with the SEC
on February 13, 2006, as amended on Form 10-K/A filed with the SEC on February 22, 2006;

        (2)   the Quarterly Reports on Form 10-Q for the fiscal quarters ended February 28, 2006 and May 31, 2006; and

1
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        (3)   the Current Reports on Form 8-K dated December 9, 2005, December 15, 2005, December 27, 2005, January 20, 2006,
January 25, 2006, March 16, 2006 (two separate reports), June 15, 2006 and June 21, 2006.

        We will provide to you without charge, a copy of any or all documents incorporated by reference into this prospectus except the exhibits to
those documents (unless they are specifically incorporated by reference in those documents). You may request copies by writing or telephoning
us at our Investor Relations Department, The Bear Stearns Companies Inc., 383 Madison Avenue, New York, New York 10179, Attn.: Investor
Relations, telephone number (212) 272-2000.

THE BEAR STEARNS COMPANIES INC.

        We are a holding company that, through our broker-dealer and international bank subsidiaries, principally Bear, Stearns & Co. Inc. ("Bear
Stearns"), Bear, Stearns Securities Corp. ("BSSC"), Bear, Stearns International Limited ("BSIL") and Bear Stearns Bank plc ("BSB"), is a
leading investment banking, securities and derivatives trading, clearance and brokerage firm serving corporations, governments, institutional and
individual investors worldwide. BSSC, a subsidiary of Bear Stearns, provides professional and correspondent clearing services, in addition to
clearing and settling customer transactions and certain of our proprietary transactions. In addition to conducting a substantial portion of our
operating activities through certain of our regulated subsidiaries (Bear Stearns, BSSC, BSIL and BSB), we also conduct significant activities
through other wholly-owned subsidiaries including: Bear Stearns Global Lending Limited; Custodial Trust Company; Bear Stearns Financial
Products Inc.; Bear Stearns Capital Markets Inc.; Bear Stearns Credit Products Inc.; Bear Stearns Forex Inc.; EMC Mortgage Corporation; Bear
Stearns Commercial Mortgage Inc and through our majority owned subsidiary Bear Hunter Holdings LLC.

        Our business includes:

�
market-making and trading in U.S. government, government agency, corporate debt and equity, mortgage-related,
asset-backed, municipal securities and high yield products;

�
trading in options, futures, foreign currencies, interest rate swaps and other derivative products;

�
securities, options and futures brokerage;

�
providing securities clearance services;

�
managing equity and fixed income assets for institutional and individual clients;

�
financing customer activities;

�
securities lending;

�
securities and futures arbitrage;

�
involvement in specialist and market-making activities on the New York Stock Exchange ("NYSE"), American Stock
Exchange ("AMEX") and International Securities Exchange ("ISE");

�
underwriting and distributing securities;

�
arranging for the private placement of securities;
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�
assisting in mergers, acquisitions, restructurings and leveraged transactions;

�
making principal investments in leveraged acquisitions;

�
engaging in commercial real estate activities;

�
investment management and advisory services; and
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�
fiduciary, custody, agency and securities research services.

        Our business is conducted:

�
from our principal offices in New York City;

�
from domestic regional offices in Atlanta, Boston, Chicago, Dallas, Denver, Los Angeles, San Francisco, San Juan and
Scottsdale;

�
from representative offices in Beijing, Hong Kong, Sao Paulo and Shanghai; and

�
through international offices in Dublin, Hong Kong, London, Lugano, Milan, Singapore and Tokyo.

        Our international offices provide services and engage in investment activities involving foreign clients and international transactions.
Additionally, certain of these foreign offices provide services to U.S. clients.

        Bear Stearns and BSSC are broker-dealers registered with the SEC. Additionally, Bear Stearns is registered as an investment adviser with
the SEC. Bear Stearns and/or BSSC are also members of the NYSE, all other principal U.S. securities and futures exchanges, the National
Association of Securities Dealers, Inc. ("NASD"), the National Futures Association and the ISE. Bear Stearns is a "primary dealer" in U.S.
government securities as designated by the Federal Reserve Bank of New York.

        BSIL is a full service broker-dealer based in London. BSIL is incorporated in the United Kingdom and is authorized and regulated by the
Financial Services Authority.

        BSB is bank based in the Republic of Ireland, which was registered in 1996 and subsequently granted a banking license on April 10, 1997
under the Irish Central Bank Act, 1971. BSB allows our existing and prospective clients the opportunity of dealing with a banking counterparty.
BSB is incorporated in Ireland.

        Bear Stearns Global Lending Limited ("BSGL") provides loans to certain Bear Stearns customers. BSGL is incorporated in the Cayman
Islands.

        Custodial Trust Company ("CTC"), an FDIC insured New Jersey State chartered bank, offers a range of trust, lending and
securities-clearance services. CTC provides us with banking powers including access to the securities and funds-wire services of the Federal
Reserve System. CTC provides trust, custody, agency and securities lending services for institutional accounts; commercial and margin lending;
the clearance of government securities for institutions and dealers; and the processing of mortgage and mortgage-related products, including
derivatives and collateralized mortgage obligations products. At November 30, 2005, CTC held approximately $61 billion of assets for clients,
including institutional clients such as pension funds, mutual funds, endowment funds and insurance companies. CTC is incorporated in the State
of New Jersey.

        Bear Stearns Financial Products Inc. ("BSFP") transacts business as a triple-A-rated counterparty to eligible clients, offering a wide range
of fixed income and equity derivative products. Eligible clients are those rated A3 or better by Moody's Investors Service, Inc. and A- or better
by Standard & Poor's Ratings Services or counterparties acceptable to both rating agencies. BSFP transfers its market risk associated with
derivative transactions to Bear Stearns Capital Markets Inc., an affiliate of BSFP and one of our wholly-owned subsidiaries. BSFP is
incorporated in the State of Delaware.

        Bear Stearns Capital Markets Inc. ("BSCM") is engaged in fixed income derivatives transactions and hedges associated therewith. BSCM is
incorporated in the State of Delaware.

        Bear Stearns Credit Products Inc. ("BSCPI") is engaged in credit derivatives transactions and hedges associated therewith. BSCPI is
incorporated in the State of Delaware.
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        Bear Stearns Forex Inc. ("BSFX") is a foreign exchange dealer engaged in foreign currency transactions and hedges associated therewith.
BSFX is incorporated in the State of Delaware.

        EMC Mortgage Corporation ("EMC"), is a U.S. Department of Housing and Urban Development and Freddie MAC approved lender based
in Irving, Texas. EMC purchases both conforming and non-conforming, investment-grade and non-investment grade, conventional fixed rate and
adjustable rate residential mortgage loans with servicing released or retained and sells such loans to investors. EMC also purchases and sells
residual certificates and mortgage servicing rights. EMC is incorporated in the State of Delaware.

        Bear Stearns Commercial Mortgage Inc. ("BSCMI") is primarily engaged in the origination and securitization of commercial mortgage
loans for resale in the form of pass-through securities ("certificates"). These certificates represent fractional and undivided interests in pools of
mortgage loans held in a trust. BSCMI is incorporated in the State of New York.

        Bear Hunter Holdings LLC ("BHH") is a Delaware limited liability company jointly owned by us and Hunter Partners LLC. Bear Wagner
Specialists LLC, BHH's principal wholly owned subsidiary, is a registered broker dealer primarily engaged in specialist and market-making
activities on the NYSE, AMEX and ISE.

        We are incorporated in the State of Delaware. Our principal executive office is located at 383 Madison, New York, New York 10179, USA,
and our telephone number is (212) 272-2000. Our internet address is http://www.bearstearns.com. In this prospectus, the terms "Company,"
"we," "us" and "our" refer only to The Bear Stearns Companies Inc. excluding its consolidated subsidiaries.

USE OF PROCEEDS

        Unless otherwise specified in the applicable prospectus supplement, we intend to use the net proceeds from the sale of our securities for
general corporate purposes, which may include additions to working capital, the repayment of short-term and long-term debt and investments in,
or extensions of credit to, subsidiaries. Pending such uses, the net proceeds may be temporarily invested in short-term obligations.

DESCRIPTION OF DEBT SECURITIES

        This section describes certain general terms and provisions of the debt securities to which any prospectus supplement may relate. The
particular terms of any debt securities offered by a prospectus supplement and the extent to which these general terms and provisions will not
apply to the particular series of debt securities being offered, will be described in the prospectus supplement relating to that particular series of
debt securities.

        We may issue either senior debt (the "Senior Debt Securities" or "Senior Debt") or senior subordinated debt (the "Subordinated Debt
Securities" or "Subordinated Debt"). Senior Debt Securities will be issued under the senior debt indenture dated as of May 31, 1991, as amended
(the "Senior Indenture"), between us and JPMorgan Chase Bank, N.A. (formerly, The Chase Manhattan Bank), as trustee (the "Trustee").
Subordinated Debt Securities will be issued under the form of subordinated debt indenture filed as an exhibit to the Registration Statement of
which this prospectus is a part (the "Subordinated Indenture"). We refer to the Senior Indenture and the Subordinated Indenture individually as
an "Indenture" and collectively as the "Indentures."

        The terms of the debt securities include those stated in the Indentures and those made part of the Indentures by reference to the TIA. We
have filed copies of the Indentures as exhibits to the Registration Statement of which this prospectus forms a part. Copies of the Indentures are
available as described under "Where You Can Find More Information."

4
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        This section, along with the description in the applicable prospectus supplement, is a summary of the material provisions of the Indentures
and is not complete. It does not restate the Indentures in their entirety. We urge you to read the Indentures because they, and not these
descriptions, define your rights as a holder of debt securities.

        Unless otherwise provided in the applicable prospectus supplement, the trustee under both the Senior Indenture and the Subordinated
Indenture will be JPMorgan Chase Bank, N.A. (formerly, The Chase Manhattan Bank).

        Because we are a holding company, our rights and the rights of our creditors, including the holders of the debt securities, to participate in
the assets of any subsidiary upon the subsidiary's liquidation or reorganization or otherwise would be subject to the prior claims of the
subsidiary's creditors, except to the extent that we may be a creditor with recognized claims against such subsidiary.

        The Indentures do not limit the aggregate principal amount of debt securities that may be issued. We may issue debt securities in series up
to the aggregate principal amount that may be authorized from time to time by us without your consent. The debt securities will be our
unsecured obligations. The Senior Debt Securities will rank equally with all of our other unsecured and unsubordinated indebtedness. We extend
credit to our subsidiaries at various times. Any credit we may extend to our subsidiaries may be subordinated to the claims of unaffiliated
creditors of those subsidiaries. The Subordinated Debt Securities will be subordinate in right of payment as described under "Subordination."

General

        As of the date of this prospectus, we have issued approximately $103,755,094,650 aggregate principal amount of Senior Debt Securities
under the Senior Indenture, of which $32,752,155,000 is currently outstanding. As of the date of this prospectus, we have not issued any
Subordinated Debt Securities. The Indentures permit us to:

�
issue debt securities at various times in one or more series;

�
issue an unlimited principal amount of debt securities;

�
provide for the issuance of debt securities under the Indentures other than those authorized on the date of this prospectus at
various times and without your consent; and

�
"reopen" a previous issue of a series of debt securities and issue additional debt securities of the series.

        Each prospectus supplement will describe the terms of any debt securities we issue, which may include the following:

�
the title and type of the debt securities, including the subordination provisions, if any, applicable to the debt securities;

�
the total principal amount of the debt securities;

�
the minimum denominations;

�
the percentage of the stated principal amount at which the debt securities will be sold and, if applicable, the method of
determining the price;

�
the person to whom interest is payable, if other than the owner of the debt securities;

�
the maturity date or dates;

�
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the interest rate or rates, which may be fixed or variable, and the method used to calculate that interest;
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�
any index used to determine the amounts of any payments on the debt securities and the manner in which those amounts will
be determined;

�
the interest payment dates, the regular record dates for the interest payment dates, and the date interest will begin to accrue;

�
the place or places where payments on the debt securities may be made and the place or places where the debt securities may
be presented for registration of transfer or exchange;

�
any date or dates after which the debt securities may be redeemed, repurchased, or repaid in whole or in part at our option or
the option of the holder and the periods, prices, terms, and conditions of that redemption, repurchase, or repayment;

�
any exchange or conversion features;

�
if other than the full principal amount, the portion of the principal amount of the debt securities that will be payable if their
maturity is accelerated;

�
the currency of principal, any premium, interest, and any other amounts payable on the debt securities, if other than U.S.
dollars;

�
if the debt securities will be issued in other than book-entry form;

�
the identification of or method of selecting any interest rate calculation agents, exchange rate agents, or any other agents for
the debt securities;

�
any provisions for the discharge of our obligations relating to the debt securities by the deposit of funds or U.S. government
obligations;

�
any provision relating to the extension or renewal of the maturity date of the debt securities;

�
any applicable U.S. federal income tax consequences;

�
whether the debt securities will be listed on any securities exchange; and

�
any other terms of the debt securities, which could be different from those described in this prospectus.

        Unless we provide otherwise in an applicable prospectus supplement, we will issue debt securities only in registered form without coupons
in denominations of $1,000 and integral multiples of $1,000, and in bearer form with or without coupons in the denomination of $5,000. If we
issue bearer debt securities of a series, we will describe the U.S. federal income tax consequences and other special considerations applicable to
those bearer debt securities in the prospectus supplement relating to that series.

        Unless we provide otherwise in the applicable prospectus supplement and subject to any limitations in the Indenture, you may transfer or
exchange your registered securities at the corporate trust office or agency of the Trustee in the City and State of New York without paying a
service charge, other than applicable tax or governmental charges. Bearer debt securities will be transferable by delivery. We will describe the
provisions relating to the exchange of bearer debt securities of any series in the prospectus supplement relating to that series.
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        If the principal, any premium or interest on the debt securities of any series is payable in a foreign or composite currency, the applicable
prospectus supplement will describe any restrictions, elections, U.S. federal income tax consequences, specific terms and other information that
apply to those debt securities and the currency.

        We may sell one or more series of debt securities at a substantial discount below the stated principal amount, bearing either no interest or
interest at a rate that at the time of issuance is below
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market rate. One or more series of debt securities may be variable rate debt securities that may be exchanged for fixed rate debt securities. We
will describe the U.S. federal income tax consequences and other special considerations applicable to a series in the prospectus supplement
relating to that series.

Ranking

        The Senior Debt and the Subordinated Debt will be unsecured and will rank equally with all of our other unsecured and unsubordinated
indebtedness. The Subordinated Debt will be subordinate in right of payment as described under "Subordination." We extend credit to our
subsidiaries at various times. Any credit we may extend to our subsidiaries may be subordinated to the claims of unaffiliated creditors of those
subsidiaries.

        We are a holding company and depend on the earnings and cash flow of our subsidiaries to meet our obligations under the debt securities.
Because the creditors of our subsidiaries generally would have a right to receive payment superior to our right to receive payment from the
assets of our subsidiaries, the holders of our debt securities will effectively be subordinated to the creditors of our subsidiaries. If we were to
liquidate or reorganize, your right to participate in any distribution of our subsidiaries' assets is necessarily subject to the senior claims of the
subsidiaries' creditors. Furthermore, the Exchange Act and the rules of certain exchanges and other regulatory bodies, as well as covenants
governing certain indebtedness of our subsidiaries, impose net capital requirements on some of our subsidiaries that limit their ability to pay
dividends or make loans and advances to us.

Methods of Receiving Payment on the Debt Securities

        Registered Debt Securities.    Unless we otherwise provide in the applicable prospectus supplement, if the debt securities are in registered
form, then the principal, any premium and interest will be payable at the corporate trust office or agency of the Trustee in the City and State of
New York.

        Interest payments made before maturity or redemption on registered debt securities may be made:

�
at our option, by check mailed to the address of the person entitled to payment; or

�
at your option, if you hold at least $10 million in principal amount of registered debt securities, by wire transfer to an
account you have designated in writing at least 16 days before the date on which the payment is due.

        Bearer Debt Securities.    Unless we provide otherwise in the applicable prospectus supplement, if the debt securities are in bearer form,
then the principal, any premium and interest will be payable at the Trustee's office located outside the United States that is maintained for this
purpose. No payment on a bearer debt security will be made by mail to a U.S. address or by wire transfer to an account maintained in the United
States, or will otherwise be made inside the United States, unless otherwise provided in the applicable prospectus supplement.

Notices

        Registered Debt Securities.    Unless otherwise provided in the applicable prospectus supplement, any notice given to a holder of a
registered debt security will be mailed to the last address of such holder set forth in the applicable security register.

        Bearer Debt Securities.    Any notice given to a holder of a bearer debt security will be published in a daily newspaper of general
circulation in the city or cities specified in the prospectus supplement relating to such bearer debt security.
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Limitation on Liens

        The Indentures do not allow us, and we may not permit any of our Restricted Subsidiaries to, issue, incur, assume, guarantee or suffer to
exist any indebtedness for borrowed money secured by a pledge of, lien on or security interest in any shares of voting stock of any Restricted
Subsidiary without effectively providing that the securities issued under the Indentures will be secured equally and ratably with such secured
indebtedness.

        The term "Restricted Subsidiary" as defined in the Indentures means Bear Stearns, CTC, BSSC and any of our other subsidiaries owning,
directly or indirectly, any of the common stock of, or succeeding to a significant portion of the business, property or assets of, a Restricted
Subsidiary, or with which a Restricted Subsidiary is merged or consolidated.

Merger and Consolidation

        The Indentures allow us to consolidate or merge with or into any other corporation, and may sell, lease or convey all or substantially all of
our assets to any corporation, organized and existing under the laws of the United States or any U.S. state, if:

        (1)   we or any other successor corporation shall not immediately after the merger or consolidation be in default under the
Indentures; and

        (2)   the continuing corporation (if other than us), or the resulting entity that receives substantially all of our assets, shall expressly
assume:

        (a)   payment of the principal of, and premium, if any, and interest on (and any additional amounts payable in respect of) the debt
securities and

        (b)   performance and observance of all of the covenants and conditions of the Indentures to be performed or observed by us.

        Unless otherwise provided in the applicable prospectus supplement, and subject to the foregoing, the Indentures permit:

�
a consolidation, merger, sale of assets or other similar transaction that may adversely affect our creditworthiness or that of a
successor or combined entity;

�
a change in control; or

�
a highly leveraged transaction involving us, whether or not involving a change in control;

and the Indentures, therefore, will not protect holders of the debt securities from the substantial impact that any of the transactions described
above may have on the value of the debt securities.

Modification and Waiver

        With the consent of the holders of 662/3% in principal amount of the outstanding debt securities of each series affected, we and the Trustee
may modify or amend the applicable Indenture, without the consent of each holder of the outstanding debt security affected, unless the
modification or amendment:

�
changes the stated maturity or the date of any installment of principal of, or interest on, any debt security or changes its
redemption price or optional redemption price;

�
reduces the principal amount of, or the rate of interest on, or the amount of any additional amount payable on, any debt
security, or reduces the amount of principal that could be declared due and payable before the stated maturity of that debt
security, or changes our obligation to pay any additional amounts (except as permitted under the applicable Indenture), or
reduces the
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amount of principal of a discount security that would be due and payable if accelerated under the applicable Indenture;

�
changes the place or currency of any payment of principal, premium, if any, or interest on any debt security;

�
impairs the right to institute suit for the enforcement of any payment on or with respect to any debt security;

�
reduces the percentage in principal amount of the outstanding debt securities of any series, the consent of whose holders is
required to modify or amend the applicable Indenture; or

�
modifies the foregoing requirements or reduces the percentage of outstanding debt securities necessary to waive any past
default to less than a majority.

        We may make any of these amendments or modifications, however, with the consent of the holder of each outstanding debt security
affected.

        Except with respect to defaults relating to certain fundamental provisions of the applicable Indenture, which cannot be waived without the
consent of the holders of each outstanding security of a series affected, the holders of at least a majority in principal amount of outstanding debt
securities of any series may, with respect to that series, waive past defaults under the applicable Indenture and waive compliance with certain
provisions of the applicable Indenture, either in a specific instance or generally.

Events of Default�Senior Indenture

        Under the Senior Indenture, an "Event of Default" with respect to any Senior Debt Securities mean:

        (1)   a failure to pay any interest, or any additional amounts payable, on any debt securities of that series for 30 days after
payment is due;

        (2)   a failure to pay the principal of, and premium, if any, on any debt security of that series when due;

        (3)   a failure to deposit any sinking fund payment when due relating to that series;

        (4)   a failure to perform any other covenant contained in the Indenture or relating to that series that has continued for 60 days
after written notice was provided;

        (5)   a failure lasting 10 days after notice relating to any of our other indebtedness for borrowed money or indebtedness of any
Restricted Subsidiary in excess of $10 million, that results in such indebtedness becoming due and payable before maturity;

        (6)   certain events of bankruptcy, insolvency or reorganization, whether voluntary or involuntary; and

        (7)   any other Event of Default with respect to debt securities of that series.

        If an Event of Default for any series of Senior Debt Securities occurs and continues, the Trustee or the holders of 25% of the aggregate
principal amount (or any lesser amount that the series may provide) of the outstanding Senior Debt Securities affected by the default may require
us to immediately repay the entire principal amount (or any lesser amount that the series may provide) of the outstanding Senior Debt Securities
of such series.

        So long as the Trustee has not yet obtained a judgment or decree for payment of money due, and we have paid all amounts due (other than
those due solely as a result of acceleration) and have remedied all Events of Default, the holders of a majority in principal amount of the
outstanding Senior
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Debt Securities of the affected series may rescind any acceleration and its consequences or may waive any past default. However, the holders of
a majority in principal amount of all outstanding Senior Debt Securities of the affected series may not waive any Event of Default with respect to
any series of Senior Debt Securities in the following two circumstances:

�
a failure to pay the principal of, and premium, if any, or interest on, or any additional amounts payable in respect of, any
Senior Debt Security of that series for which payment had not been subsequently made; or

�
a covenant or provision that cannot be modified or amended without the consent of each holder of outstanding Senior Debt
Security of that series.

        The holders of a majority in principal amount of the outstanding Senior Debt Securities of a series may direct the time, method and place of
conducting any proceeding for any remedy available to the Trustee or exercising any trust or power conferred on the Trustee with respect to
Senior Debt Securities of that series, provided that this direction is not in conflict with any rule of law or the Senior Indenture. Before
proceeding to exercise any right or power under the Senior Indenture at the direction of those holders, the Trustee will be entitled to receive from
those holders reasonable security or indemnity against the costs, expenses and liabilities which might be incurred by it in complying with any
such direction.

Events of Default�Subordinated Indenture

        The only events of default under the Subordinated Indenture with respect to Subordinated Debt Securities of any series will be (i) certain
events in bankruptcy or insolvency, whether voluntary or involuntary, involving us or our receivership or the receivership of substantially all our
assets; (ii) default in the deposit of any sinking fund payment; (iii) and default in the performance, or breach, of our covenants or warranties,
subject to applicable notice requirements and grace periods.

        If an event of default with respect to Subordinated Debt Securities of any series at the time outstanding occurs and is continuing, the
Trustee or the holders of at least 25% in principal amount of the outstanding Subordinated Debt Securities of that series may declare the
principal amount of (or, if any of the Subordinated Debt Securities of that series are discount securities or indexed securities, the portion of the
principal amount of such Subordinated Debt Securities as may be specified in the terms thereof) and all accrued but unpaid interest on all the
Subordinated Debt Securities of that series to be due and payable immediately, by a written notice to us (and to the Trustee, if given by holders),
and upon such a declaration the principal amount (or specified amount) and interest of that series shall become immediately due and payable.

        The foregoing provision would, in the event of the bankruptcy or insolvency involving us, be subject as to enforcement to the broad equity
powers of a federal bankruptcy court and to the determination by that court of the nature and status of the payment claims of the holders of the
Subordinated Debt Securities. At any time after a declaration of acceleration with respect to the Subordinated Debt Securities of any series has
been made, but before a judgment or decree for payment of the money due has been obtained, the holders of a majority in principal amount of
outstanding Subordinated Debt Securities of that series may, under certain circumstances, rescind and annul the acceleration and its
consequences but only if all Defaults have been remedied, or if permitted, waived, and if certain other conditions have been satisfied.

        The following events will be defaults ("Defaults") under the Subordinated Indenture with respect to Subordinated Debt Securities of any
series:

        (a)   an event of default with respect to that series of Subordinated Debt Securities;
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        (b)   failure to pay principal or premium, if any, on any Subordinated Debt Securities of that series at maturity, continued for
seven days; and

        (c)   failure to pay any interest, if any, on any Subordinated Debt Securities of that series when due and payable, continued for
30 days.

        If a Default with respect to the Subordinated Debt Securities of any series occurs and is continuing, the Trustee may, subject to certain
limitations and conditions, seek to enforce its rights and the rights of the holders of Subordinated Debt Securities of that series and may demand
that the Company pay to it the whole amount then due and payable on such Subordinated Debt Securities.

        The Subordinated Indenture provides that, subject to the duty of the Trustee upon the occurrence of a Default to act with the required
standard of care, the Trustee will be under no obligation to exercise any of its rights or powers under the Subordinated Indenture at the request or
direction of any of the holders of Subordinated Securities of any series unless the same holders shall have offered to the Trustee reasonable
indemnity or security against the costs, expenses and liabilities which may be incurred by the Trustee in compliance with the request or
direction. Subject to certain provisions, the holders of a majority in principal amount of the outstanding Subordinated Debt Securities of any
series will have the right to direct the time, method, and place of conducting any proceeding for any remedy available to the Trustee or
exercising any trust or power conferred on the Trustee, with respect to the Subordinated Debt Securities of that series.

Concerning the Trustee

        Under the Indentures, within 90 days after any default, the Trustee will notify you of the default, unless the default is cured or waived.

        The Trustee may withhold notice of a default (except a default relating to the payment of principal, premium or interest, or any additional
amounts related to any debt security or the payment of any sinking fund installment), if the Trustee in good faith determines that withholding
notice is in your interests.

        If a default in the performance or breach of any covenant or warranty in the Indentures or relating to that series occurs and continues for
60 days after written notice has been given to us or the Trustee by the holders of at least 25% in principal amount of the outstanding debt
securities of a series, the Trustee will not give notice to the holders for at least an additional 30 days after such default.
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        Under the Indentures, we are required to deliver to the Trustee an annual statement as to our fulfillment of all of our indenture obligations.

Subordinated Debt Securities

        The Subordinated Debt Securities will be our direct, unsecured obligations. Our obligations pursuant to the Subordinated Debt Securities
will be subordinate in right of payment to all Senior Indebtedness as defined below under "Subordination."

Subordination

        Our obligation to make any payment on account of the principal of or premium, if any, and interest, if any, on the Subordinated Debt
Securities will be subordinate and junior in right of payment to our obligations to the holders of our Senior Indebtedness to the extent described
herein.

        "Senior Indebtedness" is defined in the Subordinated Indenture to mean our "Indebtedness for Money Borrowed," whether outstanding on
the date of the Subordinated Indenture or thereafter created, assumed or incurred, except "Indebtedness Ranking on a Parity with the Securities"
or "Indebtedness Ranking Junior to the Securities" and any deferrals, renewals or extensions of the Senior Indebtedness. As of May 31, 2006,
our Senior Indebtedness, as defined in the Subordinated Indenture, was approximately $65.9 billion. This number does not include the
$248.6 billion, as of May 31, 2006, of our subsidiaries' indebtedness and liabilities. Senior Indebtedness, as defined in the Subordinated
Indenture, is effectively subordinated to our subsidiaries' indebtedness and liabilities.

        "Indebtedness for Money Borrowed" is defined in the Subordinated Indenture as:

        (a)   any obligation of ours, or any obligation guaranteed by us, for the repayment of borrowed money, whether or not evidenced
by bonds, debentures, notes or other written instruments,

        (b)   similar obligations arising from off-balance sheet guarantees and direct credit substitutes,

        (c)   obligations associated with derivative products, such as interest-rate and foreign-exchange-rate contracts, commodity
contracts and similar arrangements and

        (d)   any deferred obligations for the payment of the purchase price of property or assets.

"Indebtedness Ranking on a Parity with the Securities" is defined in the Subordinated Indenture to mean our Indebtedness for Money
Borrowed, whether outstanding on the date of the Subordinated Indenture or thereafter created, assumed or incurred, which
specifically by its terms ranks equally with and not prior to the Subordinated Debt Securities in the right of payment upon the
happening of any event of the kind specified in the first sentence of the next paragraph. As of May 31, 2006, there was no
Indebtedness Ranking on a Parity with the Securities, as defined in the Subordinated Indenture.

"Indebtedness Ranking Junior to the Securities" is defined in the Subordinated Indenture to mean any of our Indebtedness for Money
Borrowed, whether outstanding on the date of execution of the Subordinated Indenture or thereafter created, assumed or incurred,
which specifically by its terms ranks junior to and not equally with or prior to the Subordinated Debt Securities (and any other
Indebtedness Ranking on a Parity with the Subordinated Debt Securities) in right of payment upon the happening of certain
bankruptcy, insolvency, receivership or winding-up events described below. As of May 31, 2006, there was no Indebtedness Ranking
Junior to the Securities, as defined in the Subordinated Indenture.

        In the case of any bankruptcy, insolvency, receivership, conservatorship, reorganization, readjustment of debt, marshaling of assets and
liabilities or similar proceedings or any liquidation or winding up involving us, whether voluntary or involuntary, all of our obligations to
holders of our
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Senior Indebtedness will be entitled to be paid in full before any payment can be made on account of the principal of, or premium, if any, or
interest, if any, on the Subordinated Debt Securities of any series. In the event and during the continuation of any default in the payment of
principal of, or premium, if any, or interest, if any, on, any Senior Indebtedness beyond any applicable grace period, or in the event that any
event of default with respect to any Senior Indebtedness has occurred and is continuing, or would occur as a result of certain payments,
permitting the holders of the relevant Senior Indebtedness (or a trustee on behalf of the holders thereof) to accelerate its maturity, then, unless
and until we cure such default or event of default or such default or event of default is waived or ceases to exist, we will not make any payment
of principal of, or premium, if any, or interest, if any, on the Subordinated Debt Securities, or in respect of any redemption, exchange,
retirement, purchase or other acquisition of any of the Subordinated Debt Securities.

        As of May 31, 2006, we had no Subordinated Debt Securities outstanding. When issued, our Subordinated Debt Securities will be
subordinated to our Senior Debt Securities and both the Senior Debt Securities are and the Subordinated Debt Securities will be effectively
subordinated to our subsidiaries' existing and future indebtedness and liabilities, which as of May 31, 2006 totaled $248.6 billion.

        Any applicable prospectus supplement relating to an issuance of Subordinated Debt Securities will set forth (as of the most recent
practicable date) the aggregate amount of outstanding Senior Indebtedness and any limitation on the issuance of additional Senior Indebtedness.

        Holders of Subordinated Securities, by their acceptance of the Subordinated Debt Securities, will be deemed to have irrevocably waived
any rights they may have to counterclaim or set-off amounts they owe to us against amounts owed to them by us under the Subordinated
Indenture or to institute proceedings in respect of these amounts.

        By reason of the above subordination in favor of the holders of our Senior Indebtedness, in the event of our bankruptcy or insolvency,
holders of our Senior Indebtedness may receive more, ratably, and holders of the Subordinated Debt Securities having a claim pursuant to the
Subordinated Debt Securities may receive less, ratably, than our other creditors.

Defeasance

        If provided for under the Indentures with respect to Senior Debt Securities or Subordinated Debt Securities of any series that are registered
debt securities denominated and payable only in U.S. dollars (except as otherwise provided under the applicable Indenture), we will:

�
be discharged from any and all obligations in respect of the debt securities of that series under the Indenture (except for
certain obligations to register the transfer or exchange of debt securities of that series, replace stolen, lost or mutilated debt
securities of that series, maintain paying agents and hold moneys for payment in trust) on the 91st day after the applicable
conditions described in this paragraph have been satisfied; or

�
not be subject to provisions of the Indenture described above under the subsections entitled "�Limitation on Liens" and
"�Merger and Consolidation" with respect to the debt securities of that series;

in each case if we deposit with the Trustee, in trust, money or U.S. government obligations that, through the payment of interest and principal in
accordance with their terms, will provide money in an amount sufficient to pay all the principal (including any mandatory sinking fund
payments) of, and premium, if any, and any interest on, the debt securities of that series on the dates such payments are due in accordance with
the terms of those debt securities.
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        To exercise either option, we are required to deliver to the Trustee an opinion of counsel to the effect that:

        (1)   the deposit and related defeasance would not cause the holders of the debt securities of the series being defeased to recognize
income, gain or loss for U.S. federal income tax purposes; and

        (2)   if the debt securities of that series are then listed on the NYSE, the exercise of the option would not result in delisting.

        We may specify defeasance provisions with respect to any series of debt securities.

Redemption Upon Certain Tax Events

        If (a) as a result of any change in, or amendment to, the laws (or any regulations or rulings promulgated under those laws) of the United
States (or any political subdivision or taxing authority of the United States or in the United States), or any change in, or amendments to, the
official position regarding the application or interpretation of these laws, regulations or rulings, which is announced or becomes effective on or
after the date of this prospectus, we become or will become obligated to pay additional amounts as described in the applicable prospectus
supplement or (b) any act is taken by a taxing authority of the United States on or after the date of this prospectus, whether that act is taken with
respect to us or any affiliate, that results in a substantial probability that we will or may be required to pay such additional amounts, then we
may, at our option, redeem, in whole, but not in part, the debt securities on any Interest Payment Date on not less than 30 nor more than 60 days'
prior notice, at a redemption price equal to 100% of their principal amount, together with interest accrued on the debt securities to the date fixed
for redemption; provided that we determine, in our business judgment, that the obligation to pay such additional amounts cannot be avoided by
the use of reasonable measures available to us, not including substitution of the obligor under the securities.

Principal Paying Agent, Paying Agents, Registrar and Transfer Agent

        JPMorgan Chase Bank, N.A. will initially act as the principal office or agency where the Senior Debt Securities and the Subordinated Debt
Securities may be presented for payment (the "Principal Paying Agent"). We have appointed JPMorgan Chase Bank, N.A. (formerly, The Chase
Manhattan Bank) to serve as registrar (the "Registrar") under each of the Indentures.

Methods of Receiving Payments on the Debt Securities

        The Principal Paying Agent will pay interest to The Depository Trust Company ("DTC"), or its nominee, by wire transfer of same day
funds for credit to the accounts of DTC's participants and subsequent distribution to the beneficial owners of the securities, or, if the securities
are issued in certificated form under the circumstances described below in "�Certificates in Registered Form," the Principal Paying Agent will
pay the registered holder of the securities against presentation and surrender by such holder of its security to any paying agent, by check drawn
on a bank in New York City and mailed on the business day immediately before the interest due date.

Payment of Additional Amounts

        Subject to the various exceptions and limitations set forth below, we may pay as additional interest or principal, as the case may be, on the
debt securities, all such additional amounts that are necessary in order that the net payment by us or a paying agent of the principal of and
interest on the debt securities to a person that is not a "U.S." person "for U.S.", federal income tax purposes, after deduction for any tax,
assessment or governmental charge of the United States or a political subdivision or taxing authority thereof or therein, imposed by withholding
with respect to the payment and as a
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result of any change in, or amendment to, the laws (or any regulations or rulings promulgated thereunder) of the United States (or any political
subdivision or taxing authority thereof or therein), or any change in, or amendment to, the official position regarding the application or
interpretation of such laws, regulations or rulings, which is announced or becomes effective on or after the closing date of the debt securities,
will not be less than the amount provided in the debt securities to be then due and payable. However, the obligation to pay additional amounts
shall not apply:

        (1)   to a tax, assessment or governmental charge that is imposed or withheld solely by reason of the holder, or a fiduciary, settlor,
beneficiary, member or shareholder of the holder, if the holder is an estate, trust, partnership or corporation for U.S. federal income tax
purposes, or a person holding a power over such an estate, trust, partnership or corporation, or a person holding a power over such an
estate or trust administered by a fiduciary holder, being considered as:

        (a)   being or having been present or engaged in a trade or business in the United States or having or having had a
permanent establishment in the United States;

        (b)   having a current or former connection with the United States, including a connection as a citizen or resident
thereof;

        (c)   being or having been a domestic personal holding company, a passive foreign investment company or a controlled
foreign corporation with respect to the United States or a corporation that has accumulated earnings to avoid U.S. federal
income tax;

        (d)   being or having been a private foundation or other tax-exempt organization;

        (e)   being or having been a "10-percent shareholder" of the Company as defined in Section 871(h)(3) of the U.S.
Internal Revenue Code of 1986, as amended, or any successor provision; or

        (f)    being a bank receiving payments on an extension of credit made pursuant to a loan agreement entered into in the
ordinary course of its trade or business;

        (2)   to any holder that is not the sole beneficial owner of the debt securities, or a portion thereof, or that is a fiduciary or
partnership, but only to the extent that a beneficiary or settlor with respect to the fiduciary, a beneficial owner or member of the
partnership would not have been entitled to the payment of an additional amount had the beneficiary, settlor, beneficial owner or
member received directly its beneficial or distributive share of the payment;

        (3)   to a tax, assessment or governmental charge that is imposed or withheld solely by reason of the failure of the holder or any
other person to comply with certification, identification or information reporting requirements concerning the nationality, residence,
identity or connection with the United States of the holder or beneficial owner of such debt security, if compliance is required by
statute or regulation of the United States or of any political subdivision or taxing authority thereof or therein, or by an applicable
income tax treaty to which the United States is a party as a precondition to exemption from such tax, assessment or other governmental
charge;

        (4)   to a tax, assessment or governmental charge that is imposed otherwise than by withholding by us or a paying agent from
payments on or in respect of a debt security;

        (5)   to a tax, assessment or governmental charge that is imposed or withheld by reason of the presentation by or on behalf of the
beneficial owner of any debt security for payment on a date more than 15 days after the payment becomes due or is duly provided for,
whichever occurs later;

        (6)   to an estate, inheritance, gift, sales, excise, transfer, wealth or personal property tax or a similar tax, assessment or
governmental charge;
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        (7)   to any tax, assessment or other governmental charge required to be withheld by any paying agent from any payment of
principal of or interest on any debt security, if such payment can be made without such withholding by any other paying agent; or

        (8)   in the case of any combination of any of the above items;

nor shall additional amounts be paid with respect to any payment on a debt security to a holder who is a fiduciary or partnership or other than the
sole beneficial owner of such payment to the extent such payment would be required by the laws of the United States (or any political
subdivision thereof) to be included in the income, for tax purposes, of a beneficiary or settlor with respect to such fiduciary or a member of such
partnership or a beneficial owner who would not have been entitled to the additional amounts had such beneficiary, settlor, member or beneficial
owner held its interest in the debt security directly.

        The debt securities are subject in all cases to any tax, fiscal or other law or regulation or administrative or judicial interpretation that is
applicable to them. Except as specifically provided under this heading "�Payment of Additional Amounts" and under the heading "�Redemption
Upon Certain Tax Events," we are not required to make any payments with respect to any tax, assessment or governmental charge imposed by
any government or a political subdivision or taxing authority thereof or therein.

Unclaimed Amounts

        The Indentures provide that any payments in respect of principal and any interest remaining that are unclaimed for two years after their due
date will be paid to us, and the holder of the debt security will after that time look, as an unsecured creditor, only to us for payment of those
amounts.

Governing Law

        The Indentures, the Senior Debt Securities and the Subordinated Debt Securities will be governed by and construed in accordance with the
laws of the State of New York.

DESCRIPTION OF WARRANTS

        This section sets forth certain general terms and provisions of the warrants to which any prospectus supplement may relate. The particular
terms of the warrants offered by any prospectus supplement and the extent to which such general terms and provisions will not apply to the
warrants so offered will be described in the prospectus supplement relating to those warrants.

        We may issue warrants that are debt warrants, index warrants, interest rate warrants or universal warrants as described in the applicable
prospectus supplement. Warrants may be offered independently of or together with one or more additional warrants, any series of debt securities,
preferred stock or other securities or any combination thereof and may be attached to or separate from any such securities. The warrants will be
settled either through physical delivery or through payment of a cash settlement value as described in this prospectus and in any applicable
prospectus supplement.

        Each series of warrants will be issued under a separate warrant agreement to be entered into between us and a bank or a trust company, as
warrant agent, all as described in the prospectus supplement relating to that series of warrants. The warrant agent will act solely as our agent
under the applicable warrant agreement and in connection with the certificates for any warrants of that series, and will not assume any obligation
or relationship of agency or trust for or with any holders of those warrant certificates or beneficial owners of those warrants.

        This section, along with the description in the applicable prospectus supplement, is a summary of certain provisions of the forms of warrant
agreements and warrant certificates and is not complete. We
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urge you to read the warrant agreements and the warrant certificates, because those documents, and not these descriptions, define your rights as a
holder of warrants. We have filed copies of the forms of the warrant agreements and warrant certificates as exhibits to the Registration Statement
of which this prospectus is a part. Copies of the forms of warrant agreements and warrant certificates are available as described under "Where
You Can Find More Information."

Debt Warrants

        We may issue, together with debt securities or separately, debt warrants for the purchase of debt securities on terms to be determined at the
time of sale.

Index Warrants

        We may issue index warrants entitling the holders thereof to receive from us, upon exercise, an amount in cash determined by reference to
decreases or increases in the level of a specific index or in the levels (or relative levels) of two or more indices or combinations of indices, which
index or indices may be based on one or more stocks, bonds or other securities, one or more interest rates, one or more currencies or currency
units, or any combination of the foregoing.

Interest Rate Warrants

        We may issue interest rate warrants entitling the holders thereof to receive from us, upon exercise, an amount in cash determined by
reference to decreases or increases in the yield or closing price of one or more specified debt instruments or in the interest rates, interest rate
swap rates, or other rates established from time to time by one or more specified financial institutions, or any combination of the foregoing.

Universal Warrants

        We may also issue universal warrants:

�
to purchase or sell securities of one or more issuers, securities based on the performance of an issuer, securities based on the
performance of an issuer but excluding the performance of a particular subsidiary or subsidiaries of that issuer, a basket of
securities, or securities whose value is determined by reference to the performance, level, or value of, any other financial,
economic or other measure or instrument, including the occurrence or non-occurrence of any event or circumstance, or any
combination of the above;

�
entitling the holders thereof to receive from us, upon exercise, an amount in cash determined by reference to the right to
purchase or the right to sell a specified amount of one or more currencies or currency units or any combination of the
foregoing for a specified amount of one or more different currencies or currency units or any combination of the foregoing;

�
to purchase or sell commodities; or

�
in such other form as shall be specified in the applicable prospectus supplement.

        We refer to the property in the above clauses as the warrant property. We may satisfy our obligations, if any, with respect to any universal
warrants by delivering the warrant property, cash or in the case of warrants to purchase or sell securities or commodities, the cash value of the
securities or commodities, as described in the applicable prospectus supplement.

17

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

149



Further Information in Prospectus Supplement

General Terms of Warrants

        The applicable prospectus supplement may contain, where applicable, the following additional information relating to the warrants:

�
the specific designation and aggregate number of warrants;

�
the offering price;

�
the currency, currency unit, currency index or currency basket based on or relating to currencies for which those warrants
may be purchased;

�
the date on which the right to exercise those warrants will commence and the date on which that right will expire or, if you
may not continuously exercise the warrants throughout that period, the specific date on which you may exercise the
warrants;

�
whether the warrants will be issued in registered form or bearer form;

�
whether those warrants are extendible and the period or periods of such extendibility;

�
the terms upon which bearer warrants of any series may be exchanged for registered warrants of that series;

�
whether those warrants will be issued in book-entry form, as a global warrant certificate, or in certificated form;

�
any applicable U.S. federal income tax consequences;

�
the identity of the warrant agent for the warrants and of any other depositories, execution or paying agents, transfer agents,
registrars, determination, or other agents;

�
the proposed listing, if any, of the warrants or any securities purchasable upon exercise of the warrants on any securities
exchange;

�
whether the warrants are to be sold separately or with other securities; and

�
any other terms of those warrants not inconsistent with the applicable warrant agreement.

Additional Terms of Debt Warrants

        The applicable prospectus supplement may contain, where applicable, the following additional information relating to any debt warrants:

�
the designation, aggregate principal amount, currency and terms of the debt securities that may be purchased upon exercise
of the debt warrants;

�

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

150



the exercise price and whether the exercise price may be paid in cash, by the exchange of any debt warrants or other
securities or both and the method of exercising the debt warrants; and

�
the designation, terms and amount of debt securities, if any, to be issued together with each of the debt warrants and the date,
if any, after which the debt warrants and debt securities will be separately transferable.

Additional Terms of Index and Interest Rate Warrants

        The applicable prospectus supplement may contain, where applicable, the following additional information relating to any index and
interest rate warrants:

�
the exercise price, if any;
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�
the index or indices for any index warrants, which index or indices may be based on one or more U.S. or foreign stocks,
bonds, or other securities, one or more U.S. or foreign interest rates, one or more currencies or currency units, or any
combination of the foregoing, and may be a preexisting U.S. or foreign index or an index based on one or more securities,
interest rates, currencies or currency units selected by us solely in connection with the issuance of such index warrants, and
certain information regarding such index or indices and the underlying securities, interest rates, currencies or currency units
(including, to the extent possible, the policies of the publisher of the index with respect to additions, deletions and
substitutions of such securities, interest rates, currencies or currency units);

�
for index warrants, the method of providing for a substitute index or indices or otherwise determining the amount payable in
connection with the exercise of such index warrants if the index changes or ceases to be made available by the publisher of
the index;

�
the commodity, commodity index or combinations of commodities or commodity indices;

�
any market to which the commodity or commodity index relates;

�
the debt instrument (which may be one or more debt instruments issued either by the U.S. government or by a foreign
government), the rate (which may be one or more interest rates or interest rate swap rates established from time to time by
one or more specified financial institutions) or the other yield or price utilized for any interest rate warrants, and certain
information regarding such debt instrument, rate, yield or price;

�
the strike amount, the method of determining the spot amount and the method of expressing movements in the yield or
closing price of the debt instrument or in the level of the rate as a cash amount in the currency in which the interest rate cash
settlement value of any interest rate warrants is payable;

�
whether such warrants shall be put warrants, call warrants or otherwise;

�
the formula for determining the cash settlement value of each warrant;

�
the circumstances, if any, under which a minimum and/or maximum expiration value is applicable upon the expiration of
such warrants;

�
any minimum number of warrants which must be exercised at any one time, other than upon automatic exercise;

�
the maximum number, if any, of such warrants that may, subject to our election, be exercised by all holders on any day;

�
any provisions for the automatic exercise of such warrants other than at expiration;

�
whether and under what circumstances such warrants may be canceled by us prior to the expiration date; and

�
any other procedures and conditions relating to the exercise of such warrants.

Additional Terms of Universal Warrants

        The applicable prospectus supplement may contain, where applicable, the following additional information relating to any universal
warrants:

�
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whether the universal warrants are put warrants or call warrants and whether you or we will be entitled to exercise the
warrants;

�
the specific warrant property, and the amount or the method for determining the amount of the warrant property, that may be
purchased or sold upon exercise of each universal warrant;

19

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

153



�
the currency in which the exercise price, if any, and the cash settlement value of such warrants is payable;

�
the base currency and the reference currency for any currency warrants;

�
the price at which and the currency with which the underlying securities or commodities may be purchased or sold upon the
exercise of each universal warrant, or the method of determining that price;

�
whether the exercise price may be paid in cash, by the exchange of any other security offered with the universal warrants or
both and the method of exercising the universal warrants; and

�
whether the exercise of the universal warrants is to be settled in cash or by delivery of the underlying securities or
commodities or both.

        Before you exercise your warrants, you will not have any of the rights of (1) holders of the debt securities of the series purchasable upon
such exercise, including the right to receive payments of principal, any premium or interest on those debt securities, or to enforce any of the
covenants or rights in the relevant indenture or any other agreement or (2) holders of preferred stock or other securities purchasable upon such
exercise, including the right to receive payments of dividends, if any, on such preferred stock or other securities or to exercise any applicable
right to vote.

        You may exchange registered warrants of any series for registered warrants of the same series representing in total the number of warrants
that you have surrendered for exchange. To the extent permitted, you may exchange warrant certificates and transfer registered warrants at the
corporate trust office of the warrant agent for that series of warrants (or any other office indicated in the prospectus supplement relating to that
series of warrants).

        Unless otherwise specified in the applicable prospectus supplement, warrants will be issued in book-entry only form, and will be
represented by a single global warrant certificate, registered in the name of the nominee of the depository of the warrants.

        Bearer warrants will be transferable by delivery. The applicable prospectus supplement will describe the terms of exchange applicable to
any bearer warrants.

Exercise of Warrants

        You may exercise your warrants at the corporate trust office of the warrant agent (or any other office indicated in the prospectus
supplement relating to those warrants) up to 5:00 p.m., New York time, on the date stated in the prospectus supplement relating to those
warrants or as may be otherwise stated in the prospectus supplement. If you do not exercise your warrants before the time on that date (or such
later date that we may set), your unexercised warrants will become void.

        Only registered securities will be issued and delivered upon exercise of registered warrants. Warrants will be deemed to have been
exercised upon receipt of the warrant certificate and any payment, if applicable, at the corporate trust office of the warrant agent or any other
office indicated in the applicable prospectus supplement and we will, as soon as practicable after such receipt and payment, issue and deliver the
warrant property or pay the settlement value in respect of the warrants.

        If fewer than all of the warrants represented by such warrant certificate are exercised, a new warrant certificate will be issued for the
remaining amount of the warrants. Special provisions relating to the exercise of any bearer warrants or automatic exercise of warrants will be
described in the applicable prospectus supplement.
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DESCRIPTION OF PREFERRED STOCK

        This section describes certain general terms and provisions of the preferred stock to which any prospectus supplement may relate. The
particular terms of the preferred stock offered by any prospectus supplement and the extent, if any, to which such general terms will not apply to
the preferred stock so offered will be described in the prospectus supplement relating to such preferred stock.

        This section, along with the description in the applicable prospectus supplement, is a summary of certain provisions of our restated
certificate of incorporation, as amended, including the applicable certificates of designation, and is not complete.

        We urge you to read the restated certificate of incorporation, as amended, and the certificate of designation for the relevant series of
preferred stock in which you are intending to invest, because those documents, and not these descriptions, define your rights as a holder of
preferred stock. We have filed a copy of the restated certificate of incorporation, as amended, and the certificates of designation for our currently
outstanding shares of preferred stock as exhibits to the Registration Statement of which this prospectus is a part. Copies of the restated certificate
of incorporation, as amended, are available described under "Where You Can Find More Information."

General

        Our restated certificate of incorporation, as amended, authorizes the issuance of 10,000,000 shares of preferred stock, $1.00 par value. We
may issue preferred stock from time to time in one or more series. The exact terms of each series will be established by our board of directors or
a duly authorized committee of the board.

        The terms of any particular series of preferred stock will be described in the prospectus supplement relating to that particular series of
preferred stock, including, where applicable:

        (1)   the designation, stated value and liquidation preference of such preferred stock and the number of shares offered;

        (2)   the offering price;

        (3)   the dividend rate or rates (or method of calculation), the date or dates from which dividends shall accrue, and whether such
dividends shall be cumulative or noncumulative and, if cumulative, the dates from which dividends shall commence to cumulate;

        (4)   any redemption or sinking fund provisions;

        (5)   the amount that shares of such series shall be entitled to receive in the event of our liquidation, dissolution or winding up;

        (6)   the terms and conditions, if any, on which shares of such series shall be exchangeable for shares of our stock of any other
class or classes, or other series of the same class;

        (7)   the voting rights, if any, of shares of such series in addition to those set forth in "Voting Rights" below;

        (8)   the status as to reissuance or sale of shares of such series redeemed, purchased or otherwise reacquired, or surrendered to us
on conversion or exchange;

        (9)   the conditions and restrictions, if any, on the payment of dividends or on the making of other distributions on, or the
purchase, redemption or other acquisition by us or any subsidiary of, the common stock or any other class of our stock ranking junior
to the shares of such series as to dividends or upon liquidation;
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        (10) the conditions and restrictions, if any, on the creation of indebtedness of us or of any subsidiary, or on the issue of any
additional stock ranking on a parity with or prior to the shares of such series as to dividends or upon liquidation; and

        (11) any additional dividend, liquidation, redemption, sinking or retirement fund and other rights, preferences, privileges,
limitations and restrictions of such preferred stock.

        The preferred stock will, when issued, be fully paid and nonassessable. Unless otherwise specified in the applicable prospectus supplement,
the shares of each series of preferred stock will upon issuance rank senior to the common stock and on a parity in all respects with each other
outstanding series of preferred stock. As of May 31, 2006, there were outstanding:

�
3,493,250 depositary shares, each representing a one-fourth interest in a share of 6.15% Cumulative Preferred Stock,
Series E;

�
1,800,200 depositary shares, each representing a one-fourth interest in a share of 5.72% Cumulative Preferred Stock,
Series F; and

�
2,044,675 depositary shares, each representing a one-fourth interest in a share of 5.49% Cumulative Preferred Stock,
Series G.

        The preferred stock will have no preemptive rights to subscribe for any additional securities that may be issued by us.

Dividends

        Unless otherwise specified in the applicable prospectus supplement, before any dividends may be declared or paid to the holders of shares
of our common stock, par value $1.00 per share, or of any other of our capital stock ranking junior to any series of the preferred stock as to the
payment of dividends, the holders of the preferred stock of that series will be entitled to receive, when and as declared by the board of directors
or a duly authorized committee of the board, out of our net profits or net assets legally available therefor, dividends payable quarterly on
January 15, April 15, July 15 and October 15, in each year at such rates as will be specified in the applicable prospectus supplement. Such rates
may be fixed or variable or both. If variable, the formula used for determining the dividend rate for each dividend period will be specified in the
applicable prospectus supplement. Dividends will be payable to the holders of record as they appear on our stock transfer records on such dates
(not less than 15 days nor more than 60 days prior to a dividend payment date) as will be fixed by the board of directors or a duly authorized
committee thereof. Dividends will be paid in the form of cash.

        Dividends on any series of preferred stock may be cumulative or noncumulative, as specified in the applicable prospectus supplement. If
the board of directors fails to declare a dividend payable on a dividend payment date on any series of preferred stock for which dividends are
noncumulative, then the holders of the preferred stock of that series will have no right to receive a dividend in respect of the dividend period
relating to such dividend payment date, and we will have no obligation to pay the dividend accrued for such period, whether or not dividends on
that series are declared or paid on any future dividend payment dates. If dividends on any series of preferred stock are not paid in full or declared
in full and sums set apart for the payment thereof, then no dividends shall be declared and paid on that series unless declared and paid ratably on
all shares of every series of preferred stock then outstanding, including dividends accrued or in arrears, if any, in proportion to the respective
amounts that would be payable per share if all such dividends were declared and paid in full.

        The prospectus supplement relating to a series of preferred stock will specify the conditions and restrictions, if any, on the payment of
dividends or on the making of other distributions on, or the purchase, redemption or other acquisition by us or any of our subsidiaries of, the
common stock or any other class of our stock ranking junior to the shares of that series as to dividends or upon liquidation
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and any other preferences, rights, restrictions and qualifications that are not inconsistent with the certificate of incorporation and the applicable
certificates of designation.

Liquidation Rights

        Unless otherwise specified in the prospectus supplement relating to a series of preferred stock, upon our liquidation, dissolution or winding
up (whether voluntary or involuntary), the holders of preferred stock of that series will be entitled to receive out of our assets available for
distribution to our stockholders, whether from capital, surplus or earnings, the amount specified in the applicable prospectus supplement for that
series, together with all dividends accrued and unpaid, before any distribution of the assets will be made to the holders of common stock or any
other class or series of shares ranking junior to that series of preferred stock upon liquidation, dissolution or winding up, and will be entitled to
no other or further distribution. If, upon our liquidation, dissolution or winding up, the assets distributable among the holders of a series of
preferred stock shall be insufficient to permit the payment in full to the holders of that series of preferred stock of all amounts payable to those
holders, then the entire amount of our assets thus distributable will be distributed ratably among the holders of that series of preferred stock in
proportion to the respective amounts that would be payable per share if those assets were sufficient to permit payment in full.

        Neither our consolidation, merger or other business combination with or into any other individual, firm, corporation or other entity nor the
sale, lease, exchange or conveyance of all or any part of our property, assets or business will be deemed to be a liquidation, dissolution or
winding up.

Redemption

        If so specified in the applicable prospectus supplement, any series of preferred stock may be redeemable, in whole or in part, at our option
or pursuant to a retirement or sinking fund or otherwise, on terms and at the times and the redemption prices specified in that prospectus
supplement. If less than all shares of the series at the time outstanding are to be redeemed, the shares to be redeemed will be selected pro rata or
by lot, in such manner as may be prescribed by resolution of the board of directors.

        Notice of any redemption of a series of preferred stock will be given by publication in a newspaper of general circulation in the Borough of
Manhattan, the City of New York, not less than 30 nor more than 60 days prior to the redemption date. We will mail a similar notice, postage
prepaid, not less than 30 nor more than 60 days prior to the redemption date, addressed to the respective holders of record of shares of that series
at the addresses shown on our stock transfer records, but the mailing of such notice will not be a condition of such redemption. In order to
facilitate the redemption of shares of preferred stock, the board of directors may fix a record date for the determination of the shares to be
redeemed. Such record date will be not more than 60 days nor less than 30 days prior to the redemption date.
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        Prior to the redemption date, we will deposit money for the payment of the redemption price with a bank or trust company doing business
in the Borough of Manhattan, the City of New York, and having a capital and surplus of at least $10,000,000. Unless we fail to make such
deposit, on the redemption date, all dividends on the series of preferred stock called for redemption will cease to accrue and all rights of the
holders of shares of that series as our stockholders shall cease, except the right to receive the redemption price (but without interest). Unless
otherwise specified in the applicable prospectus supplement, any monies so deposited which remain unclaimed by the holders of the shares of
that series at the end of six years after the redemption date will become our property, and will be paid by the bank or trust company with which it
has been so deposited to us.

Conversion Rights

        Unless otherwise specified in the applicable prospectus supplement, no series of preferred stock will be convertible into common stock.

Voting Rights

        Unless otherwise determined by the board of directors and indicated in the applicable prospectus supplement, holders of the preferred stock
of that series will not have any voting rights except as described below or as otherwise from time to time required by law. Whenever dividends
on any series of preferred stock or any other class or series of stock ranking on a parity with that series with respect to the payment of dividends
shall be in arrears for dividend periods, whether or not consecutive, containing in the aggregate a number of days equivalent to six calendar
quarters, the holders of shares of that series (voting separately as a class with all other series of preferred stock upon which like voting rights
have been conferred and are exercisable) will be entitled to vote for the election of two of the authorized number of our directors at the next
annual meeting of stockholders and at each subsequent meeting until all dividends accumulated on that series have been fully paid or set apart
for payment. The term of office of all directors elected by the holders of a series of preferred stock shall terminate immediately upon the
termination of the right of the holders of that series to vote for directors. Whenever the shares of a series are or become entitled to vote, each
holder of shares of that series will have one vote for each share held.

        So long as shares of any series of preferred stock remain outstanding, we shall not, without the consent of the holders of at least two-thirds
of the shares of that series outstanding at the time (voting separately as a class with all other series of preferred stock upon which like voting
rights have been conferred and are exercisable):

        (1)   issue or increase the authorized amount of any class or series of stock ranking senior to the shares of that series as to
dividends or upon liquidation; or

        (2)   amend, alter or repeal the provisions of our certificate of incorporation or of the resolutions contained in the certificates of
designation, whether by merger, consolidation or otherwise, so as to materially and adversely affect any power, preference or special
right of the outstanding shares of that series or the holders thereof. Any increase in the amount of the authorized common stock or
authorized preferred stock or the creation and issuance of common stock or any other series of preferred stock ranking on a parity with
or junior to a series of preferred stock as to dividends and upon liquidation shall not be deemed to materially and adversely affect the
powers, preferences or special rights of the shares of that series.

        Unless otherwise indicated in the applicable prospectus supplement, the transfer agent, dividend disbursing agent and registrar for each
series of preferred stock will be Mellon Investor Services L.L.C.

24

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

158



DESCRIPTION OF DEPOSITARY SHARES

        This section describes certain general terms and provisions of the depositary shares and depositary receipts which we may elect to issue and
to which any prospectus supplement may relate.

        This section, along with the description in the applicable prospectus supplement, is a summary of certain provisions of the deposit
agreement (a form of which is filed as an exhibit hereto) relating to the applicable series of Preferred Stock and is not complete.

General

        We may, at our option, elect to offer fractional interests in shares of a series of preferred stock, rather than whole shares. If we exercise our
option, we will provide for the issuance by a depository of depositary receipts evidencing depositary shares, each of which will represent a
fractional interest (to be specified in the applicable prospectus supplement) in a share of a particular series of the Preferred Stock as more fully
described below.

        If we offer fractional shares of any series of preferred stock, those shares will be deposited under a separate deposit agreement among us, a
depositary bank or trust company selected by us and having its principal office in the United States and having a combined capital and surplus of
at least $50,000,000 and the holders from time to time of the depositary receipts issued thereunder by that depository. The applicable prospectus
supplement will set forth the name and address of the depositary. Subject to the terms of the deposit agreement, each owner of a depositary share
will be entitled, in proportion to the applicable fractional interest in a share of preferred stock underlying such depositary share, to all the rights
and preferences of the fractional share of preferred stock underlying such depositary share (including dividend, voting, redemption and
liquidation rights).

        Until definitive engraved depositary receipts are prepared, upon our written order, the depository may issue temporary depositary receipts
substantially identical to (and entitling the holders thereof to all the rights pertaining to) the definitive depositary receipts but not in definitive
form. Definitive depositary receipts will be prepared thereafter without unreasonable delay. Temporary depositary receipts will be exchangeable
for definitive depositary receipts at our expense.

Dividends and Other Distributions

        The depository will distribute to the holders of depositary receipts evidencing depositary shares all cash dividends or other cash
distributions received in respect of the underlying fractional shares of preferred stock in proportion to their respective holdings of the depositary
shares on the relevant record date. The depository will distribute only the amount that can be distributed without attributing to any holder of
depositary shares a fraction of one cent. Any balance not so distributed will be held by the depository (without liability for interest thereon) and
will be added to and treated as part of the next sum received by the depository for distribution to holders of depositary receipts then outstanding.

        If we distribute property other than cash in respect of shares of preferred stock deposited under a deposit agreement, the depository will
distribute the property received by it to the record holders of depositary receipts evidencing the depositary shares relating to those shares of
preferred stock, in proportion, as nearly as may be practicable, to their respective holdings of the depositary shares on the relevant record dates.
If the depository determines that it is not feasible to make such a distribution, the depository may, with our approval, adopt such method as it
deems equitable and practicable to give effect to the distribution, including the sale of the property so received and distribution of the net
proceeds from such sale to the holders of the depositary receipts.

        Each deposit agreement will also contain provisions relating to the manner in which any subscription or similar right offered by us to
holders of the preferred stock deposited under such deposit agreement will be made available to holders of depositary shares.

25

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

159



Redemption of Depositary Shares

        If the shares of preferred stock deposited under a deposit agreement are subject to redemption, in whole or in part, then, upon any such
redemption, the depositary shares relating to those deposited shares will be redeemed from the proceeds received by the depository as a result of
the redemption. Whenever we redeem shares of preferred stock held by a depository, the depository will redeem as of the same redemption date
the number of depositary shares representing the shares of preferred stock so redeemed. The depository will mail the notice of redemption not
less than 20 and not more than 50 days prior to the date fixed for redemption to the record holders of the depositary shares to be so redeemed.
The redemption price per depositary share will be equal to the applicable fraction of the per share redemption price of the preferred stock
underlying such depositary share. If less than all the depositary shares are to be redeemed, the depositary shares to be redeemed will be selected
by lot or pro rata as may be determined by the depository.

        Once notice of redemption has been given, from and after the redemption date, the depositary shares called for redemption will no longer be
deemed to be outstanding, unless we fail to redeem the shares of preferred stock so called for redemption. On the redemption date, all rights of
the holders of depositary shares will cease, except for the right to receive the monies payable upon such redemption and any money or other
property to which the holders of depositary shares were entitled upon such redemption (but without interest), upon surrender to the depository of
the depositary receipts evidencing depositary shares.

Voting Rights

        As soon as practicable after receipt of notice of any meeting at which the holders of shares of preferred stock deposited under a deposit
agreement are entitled to vote, the depository will mail the information contained in that notice of meeting (and any accompanying proxy
materials) to the holders of the depositary shares relating to such preferred stock as of the record date for such meeting. Each such holder will be
entitled, subject to any applicable restrictions, to instruct the depository as to the exercise of the voting rights of the preferred stock represented
by such holder's depositary shares. The depository will attempt to vote the preferred stock represented by those depositary shares in accordance
with the holder's instructions, and we will agree to take all action deemed necessary by the depository to enable the depository to do so. The
depository will abstain from voting shares of preferred stock deposited under a deposit agreement if it has not received specific instructions from
the holders of the depositary shares representing those shares.

Withdrawal of Stock

        Upon surrender of depositary receipts at the principal office of the depository (unless the depositary shares evidenced by the depositary
receipts have previously been called for redemption), and subject to the terms of the deposit agreement, the owner of the depositary shares shall
be entitled to delivery of whole shares of preferred stock and all money and other property, if any, represented by those depositary shares.
Fractional shares of preferred stock will not be delivered. If the depositary receipts surrendered by the holder evidence depositary shares in
excess of those representing the number of whole shares of preferred stock to be withdrawn, the depository will deliver to the holder at the same
time a new depositary receipt evidencing the excess depositary shares. Holders of shares of preferred stock which are withdrawn will not
thereafter be entitled to deposit such shares under a deposit agreement or to receive depositary shares. We do not expect that there will be any
public trading market for the preferred stock, except as represented by depositary shares.
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Amendment and Termination of the Deposit Agreement

        We may from time to time amend the form of depositary receipt evidencing any depositary shares and any provision of a deposit agreement
by agreement between us and the depository. However, any amendment that materially and adversely alters the rights of the existing holders of
depositary shares will not be effective unless and until approved by the holders of at least a majority of the depositary shares then outstanding
under that deposit agreement. Each deposit agreement will provide that each holder of depositary shares who continues to hold those depositary
shares at the time an amendment becomes effective will be deemed to have consented to the amendment and will be bound by that amendment.
Except as may be necessary to comply with any mandatory provisions of applicable law, no amendment may impair the right, subject to the
terms of the deposit agreement, of any holder of any depositary shares to surrender the depositary receipt evidencing those depositary shares to
the depository together with instructions to deliver to the holder the whole shares of preferred stock represented by the surrendered depositary
shares and all money and other property, if any, represented thereby. A deposit agreement may be terminated by us or the depository only if:

        (1)   all outstanding depositary shares issued under the deposit agreement have been redeemed; or

        (2)   there has been a final distribution in respect of the preferred stock relating to those depositary shares in connection with any
liquidation, dissolution or winding up of the Company and the amount received by the depository as a result of that distribution has
been distributed by the depository to the holders of those depositary shares.

Charges of Depository

        We will pay all transfer and other taxes and governmental charges arising solely from the existence of the depositary arrangements. We will
pay charges of any depository in connection with the initial deposit of preferred stock and the initial issuance of the depositary shares and any
redemption of such preferred stock. Holders of depositary shares will pay any other taxes and charges incurred for their accounts as are provided
in the deposit agreement.

Reports

        Each depository will forward to the holders of depositary shares issued by that depository all reports and communications from us that are
delivered to the depository and that we are required to furnish to the holders of the preferred stock held by the depository. In addition, each
depository will make available for inspection by the holders of those depositary shares, at the principal office of such depository and at such
other places as it may from time to time deem advisable, all reports and communications received from us that are received by such depository
as the holder of preferred stock.

Limitation on Liability

        Neither we nor any depository will assume any obligation or will be subject to any liability under a deposit agreement to holders of the
depositary shares other than for its negligence or willful misconduct. Neither we nor any depository will be liable if it is prevented or delayed by
law or any circumstance beyond its control in performing its obligations under a deposit agreement. The obligations of us and any depository
under a deposit agreement will be limited to performance in good faith of its duties thereunder, and they will not be obligated to prosecute or
defend any legal proceeding in respect of any depositary shares or preferred stock unless satisfactory indemnity is furnished. We and any
depository may rely on written advice of counsel or accountants, on information provided by persons presenting preferred stock for deposit,
holders of depositary shares or other persons believed in good faith to be competent to give such information and on documents believed to be
genuine and to have been signed or presented by the proper party or parties.
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Resignation and Removal of Depository

        A depository may resign at any time by delivering to us notice of its election to resign, and we may remove any depository at any time. Any
such resignation or removal will take effect upon the appointment of a successor depository and its acceptance of such appointment. Such
successor depository must be appointed within 60 days after delivery of the notice of resignation or removal and must be a bank or trust
company having its principal office in the United States of America and having a combined capital and surplus of at least $50,000,000.

DESCRIPTION OF PURCHASE CONTRACTS

        This section describes certain general terms and provisions of the purchase contracts which we may elect to issue. The particular terms of
any offered purchase contracts will be described in the applicable prospectus supplement. In addition, we may issue a purchase contract
separately or as part of a unit as described below in "Description of Units."

General

        The following description of the purchase contracts sets forth certain general terms and provisions of the purchase contracts to which any
prospectus supplement may relate. We urge you to read the more detailed provisions of the applicable purchase contracts for a complete
description and for provisions that might be important to you because these documents, and not these descriptions, define your rights as a party
to the purchase contract. We have filed copies of the forms of the purchase contract reflecting the particular terms and provisions of a series of
offered purchase contracts as exhibits to the Registration Statement of which this prospectus is a part. Copies of the forms of the purchase
contracts are available as described under "Where You Can Find More Information."

Purchase Contract Property

        We may offer purchase contracts for the purchase or sale of, or whose cash value is determined in whole or in part by reference to the
performance, level or value of, one or more of the following:

�
securities of one or more issuers, including our securities;

�
one or more currencies;

�
one or more commodities;

�
any index, formula or any other method, including a method based on changes in the prices or performance of particular
securities, currencies, intangibles, goods, articles, or commodities; or any other financial, economic or other measure or
instrument, including the occurrence or non-occurrence of any event or circumstance, which may include any credit event
relating to any company or companies or other entity or entities, which may include a government or governmental agency,
other than us; and/or

�
one or more indices or baskets of the items described above.

        Each instrument, measure or event described above is referred to as a "Purchase Contract Property."

        Each purchase contract will obligate the holder to purchase or sell, and obligate us to sell or purchase, on specified dates, one or more
Purchase Contract Properties at a specified price or prices, or the holder or us to settle the purchase contract with a cash payment determined by
reference to the value, performance or level of one or more Purchase Contract Properties, on specified dates and at a specified price or prices.
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        Some purchase contracts may include multiple obligations to purchase or sell different Purchase Contract Properties, and both we and the
holder may be sellers or buyers under the same purchase contract.

Types of Purchase Contracts We May Issue

        We may issue purchase contracts in such amounts and in as many distinct series as we wish. We may also "reopen" a previously issued
series of purchase contracts and issue additional purchase contracts of that series. In addition, we may issue a purchase contract separately or as
part of a unit, as described below under "Description of Units."

        This section summarizes terms of the purchase contracts that apply generally to all purchase contracts. We describe most of the financial
and other specific terms of your purchase contract in the applicable prospectus supplement and those terms may vary from the terms described
here.

        As you read this section, please remember that the specific terms of your purchase contract as described in the prospectus supplement will
supplement and, if applicable, may modify or replace the general terms described in this section. If there are differences between the prospectus
supplement and this prospectus, the prospectus supplement will control. Thus, the statements we make in this section may not apply to your
purchase contract.

        When we refer to a series of purchase contracts, we mean all the purchase contracts issued as part of the same series under the applicable
governing instrument. When we refer to the prospectus supplement, we mean the prospectus supplement describing the specific terms of the
purchase contract you purchase. The terms used in the prospectus supplement will have the meanings described in this prospectus, unless
otherwise specified.

General Terms of Purchase Contracts

        The applicable prospectus supplement may contain, where applicable, the following information about your purchase contract:

�
whether the purchase contract obligates the holder to purchase or sell, or both purchase and sell, one or more Purchase
Contract Properties and the nature and amount of each of those properties, or the method of determining those amounts;

�
whether the purchase contract is to be prepaid or not and the governing document for the contract;

�
whether the purchase contract is to be settled by delivery, or by reference or linkage to the value, performance or level of,
the Purchase Contract Properties;

�
any acceleration, cancellation, termination or other provisions relating to the settlement of the purchase contract;

�
any applicable U.S. federal income tax consequences;

�
whether the purchase contract will be issued as part of a unit and, if so, the other securities comprising the unit and whether
any unit securities will be subject to a security interest in our favor as described below; and

�
whether the purchase contract will be issued in fully registered or bearer form and in global or non-global form.

        If we issue a purchase contract as part of a unit, the accompanying prospectus supplement will state whether the contract will be separable
from the other securities in the unit before the contract
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settlement date. A purchase contract issued in a unit in the United States may not be separated before the 91st day after the unit is issued.

Purchase Contracts

        Some purchase contracts may require the holders to satisfy their obligations under the purchase contracts at the time the contracts are
issued. We refer to these contracts as "Prepaid Purchase Contracts." Some purchase contracts do not require the holders to satisfy their
obligations under the purchase contracts until settlement. We refer to those purchase contracts as "Non-Prepaid Purchase Contracts." The holder
of a Non-Prepaid Purchase Contract may remain obligated to perform under the purchase contract for a substantial period of time.

        Purchase Contracts may be issued under a unit agreement, if they are issued in units, or under some other document, if they are not. We
describe unit agreements generally under "Description of Units" below. We will describe the particular governing document that applies to your
Purchase Contracts in the applicable prospectus supplement.

        Pledge by Holders to Secure Performance.    The applicable prospectus supplement will describe the holder's obligations under the
purchase contract and the governing documents that may be secured by collateral. In that case, the holder, acting through the unit agent as its
attorney-in-fact, if applicable, will pledge the items described below to a collateral agent named in the prospectus supplement, which will hold
them, for our benefit, as collateral to secure the holder's obligations. We refer to this as the "Pledge." The Pledge will create a security interest in
and a lien upon and right of set off against the holder's entire interest in and to the unit (if the purchase contract is part of a unit):

�
any preferred stock, debt security, warrants, depositary shares or other property that is, or becomes, part of units that include
the purchase contracts, or other property as may be specified in the applicable prospectus supplement, which we refer to as
the "Pledged Items;"

�
all additions to and substitutions for the Pledged Items as may be permissible, if specified in the applicable prospectus
supplement;

�
all income, proceeds and collections received or to be received, or derived or to be derived, at any time from or in
connection with the Pledged Items described above; and

�
all powers and rights owned or thereafter acquired under or with respect to the Pledged Items.

        The collateral agent will forward all payments from the Pledged Items to us, unless the payments have been released from the Pledge in
accordance with the purchase contract and the governing document. We will use the payments from the Pledged Items to satisfy the holder's
obligations under the purchase contract.

Form

        We will issue each purchase contract in global (book-entry) form only, unless we specify otherwise in the applicable prospectus
supplement. Purchase contracts in book-entry form will be represented by a global security registered in the name of a depositary, which will be
the holder of all the purchase contracts represented by the global security. Those who own beneficial interests in a purchase contract will do so
through participants in the depositary's system, and the rights of these indirect owners will be governed solely by the applicable procedures of
the depositary and its participants. We describe book-entry securities under "Book-Entry Procedures and Settlement."
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DESCRIPTION OF UNITS

General

        This section describes certain general terms and provisions of any combination of one or more debt securities, preferred stock, warrants,
depositary shares, purchase contracts and other securities and property. Each unit will be issued so that the holder of the unit is also the holder of
each security included in the unit. Thus, the holder of a unit will have the rights and obligations of a holder of each included security. The unit
agreement under which a unit is issued may provide that the securities included in the unit may not be held or transferred separately, at any time
or at any time before a specified date.

        The applicable prospectus supplement may describe the designation and terms of the units and of the securities comprising the units issued
by us, securities of an entity affiliated or not affiliated with us or other property constituting the units, including whether and under what
circumstances those securities may be held or transferred separately; any provisions of the governing unit agreement that differ from those
described below; any provisions for the issuance, payment, settlement, transfer or exchange of the units or of the securities comprising the units;
and any applicable United States federal income tax consequences.

        The applicable provisions described in this section, as well as those described under "Description of Debt Securities," "Description of
Warrants," "Description of Preferred Stock," "Description of Depositary Shares" "Description of Purchase Contracts," and "Description of
Units" will apply to each unit and to any debt security, preferred stock, warrant, depositary share or purchase contract included in each unit,
respectively.

Series of Units We May Issue

        We may issue units in such amounts and in as many distinct series as we wish. We may also "reopen" a previously issued series of units
and issue additional units of that series. This section summarizes terms of the units that apply generally to all series. We describe most of the
financial and other specific terms of your series in the prospectus supplement accompanying this prospectus. The specific terms of your unit as
described in the prospectus supplement will supplement and, if applicable, may modify or replace the terms described herein.

        When we refer to a series of units, we mean all units issued as part of the same series under the applicable unit agreement. We will identify
the series of which your units are a part in the prospectus supplement. When we refer to the prospectus supplement, we mean the prospectus
supplement describing the specific terms of the units you purchase. The terms used in the prospectus supplement will have the meanings
described in this prospectus, unless otherwise specified.

General Terms of a Unit Agreement

        The following provisions will generally apply to all unit agreements unless otherwise stated in the applicable prospectus supplement.

        Enforcement of Rights.    The unit agent under a unit agreement will act solely as our agent in connection with the units issued under that
agreement. The unit agent will not assume any obligation or relationship of agency or trust for or with any holders of those units or of the
securities comprising those units. The unit agent will not be obligated to take any action on behalf of those holders to enforce or protect their
rights under the units or the included securities.

        Except as described in the next paragraph, a holder of a unit may, without the consent of the unit agent or any other holder, enforce its
rights as holder under any security included in the unit, in accordance with the terms of that security and the indenture, warrant agreement,
deposit agreement,
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purchase contract or other agreement or instrument under which that security is issued. Those terms are described elsewhere in this prospectus
under the sections relating to debt securities, preferred stock, warrants, depositary shares and purchase contracts.

        Limitations affecting the ability of a holder of units issued under that agreement to enforce its rights, including any right to bring a legal
action, will be described in the applicable prospectus supplement.

        Modification Without Consent of Holders.    We and the applicable unit agent may amend or supplement any unit or unit agreement without
the consent of any holder to evidence our successor's assumption of our obligations under the units and the unit agreement; cure any ambiguity;
correct or supplement any defective or inconsistent provision; or to make any other change that we believe is necessary or desirable and will not
adversely affect the interests of the affected holders in any material respect.

        We do not need any approval to make changes that affect only units to be issued after the changes take effect. We may also make changes
that do not adversely affect a particular unit in any material respect, even if they adversely affect other units in a material respect. In those cases,
we do not need to obtain the approval of the holder of the unaffected unit; we need only obtain any required approvals from the holders of the
affected units.

        Modification With Consent of Holders.    We may not amend any particular unit or a unit agreement with respect to any particular unit
unless we obtain the consent of the holder of that unit, if the amendment would:

        (1)   modify or affect any unit agreement or any units in a manner materially adverse to the holder; or

        (2)   reduce the percentage of outstanding units the consent of whose owners is required to amend that series or class, or the
applicable unit agreement with respect to that series or class.

        We may not amend any particular purchase contract or a unit agreement as it relates to any purchase contract or the rights of the holders of
units with respect to any purchase contract, if the amendment would:

        (1)   impair the right of the holder to institute suit for the enforcement of any purchase contract;

        (2)   reduce the percentage of outstanding purchase contracts the consent of whose owners is required to amend the applicable
unit agreement relating to purchase contracts or for the waiver of any purchase contract defaults under any unit agreement or the
consequences of such defaults; or

        (3)   modify or affect the holders' rights and obligations under any purchase contract in a manner materially adverse to the holder.

        Any other change to a particular unit agreement and the units or purchase contracts issued under that agreement would require the
following approval:

        (1)   If the change affects only the units of a particular series issued under that agreement, the change must be approved by the
holders of a majority of the outstanding units of that series;

        (2)   If the change affects the units of more than one series issued under that agreement, it must be approved by the holders of a
majority of all outstanding units of all series affected by the change, with the units of all the affected series voting together as one class
for this purpose;
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        (3)   If the change affects only purchase contracts or a unit agreement as it relates to purchase contracts, the change must be
approved by the holders of a majority of the affected unsettled purchase contracts.

        Unit Agreements Will Not Be Qualified Under Trust Indenture Act.    No unit agreement will be qualified as an Indenture, and no unit agent
will be required to qualify as a trustee, under the TIA. Therefore, holders of units issued under unit agreements will not have the protections of
the TIA with respect to their units.

Mergers and Similar Transactions Permitted; No Restrictive Covenants or Events of Default

        The unit agreements will not restrict our ability to merge or consolidate with, or sell our assets to, another corporation or other entity or to
engage in any other transactions. If at any time we merge or consolidate with, or sell our assets substantially as an entirety to, another
corporation or other entity, the successor entity will succeed to and assume our obligations under the unit agreements. We will then be relieved
of any further obligation under these agreements.

        The unit agreements will not include any restrictions on our ability to put liens on our assets, including our interests in our subsidiaries, nor
will they restrict our ability to sell our assets. Other than in connection with purchase contracts and the Indentures, the unit agreements also will
not provide for any events of default or remedies upon the occurrence of any events of default.

Form, Exchange and Transfer

        We will issue each unit in global (book-entry) form only, unless we specify otherwise in the applicable prospectus supplement. Units in
book-entry form will be represented by a global security registered in the name of a depositary, which will be the holder of all the units
represented by the global security. Those who own beneficial interests in a unit will do so through participants in the depositary's system, and the
rights of these indirect owners will be governed solely by the applicable procedures of the depositary and its participants. We describe
book-entry securities below under "Book-Entry Procedures and Settlement."

        In addition, we will issue each unit in registered form, unless otherwise specified in the applicable prospectus supplement.

BOOK-ENTRY PROCEDURES AND SETTLEMENT

        Each debt security, warrant, share of preferred stock, depositary share, purchase contract and unit in registered form will be represented
either:

�
by one or more global securities representing the entire issuance of securities; or

�
by a certificate issued in definitive form to a particular investor.

Book-Entry System

        Unless otherwise specified in a prospectus supplement, we will issue each security in book-entry only form. This means that we will not
issue actual notes or certificates. You will not receive a definitive note or other certificate representing your interest in the securities. Instead, we
will issue global securities in registered form representing the entire issuance of securities. Each global security will be registered in the name of
a financial institution that holds them as depository on behalf of other financial institutions that participate in that depository's book-entry
system. These participating institutions, in turn, hold beneficial interests in the securities on their own behalf or on behalf of their customers.
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         If a security is registered on the books that we or the Trustee, warrant agent, depository, unit agent, trustee or other agent maintain in the
name of a particular investor, we refer to that investor as the "holder" of that security. These persons are the legal holders of the securities.
Consequently, for securities issued in global form, we will recognize only the depository as the holder of the securities and we will make all
payments on the securities, including deliveries of any property other than cash, to the depository. The depository passes along the payments it
receives from us to its participants, which in turn pass the payments along to their customers who are the beneficial owners. The depository and
its participants are obligated to pass these payments along under agreements they have made with one another or with their customers, and they
are not obligated to do so under the terms of the securities.

        As a result, investors will not own securities issued in book-entry form directly. Instead, they will own beneficial interests in a global
security through a bank, broker, or other financial institution that participates in the depository's book-entry system or holds an interest through a
participant in the depository's book-entry system. As long as the securities are issued in global form, investors will be indirect owners, and not
holders, of the securities. The depository will not have knowledge of the actual beneficial owners of the securities.

Certificates in Registered Form

        In the future we may cancel a global security or issue securities initially in non-global, or certificated, form. We do not expect to exchange
global securities for actual notes or certificates registered in the names of the beneficial owners of the global securities representing the securities
unless:

�
the depository, such as DTC, notifies us that it is unwilling or unable to continue as depository for the global securities or we
become aware that the depository has ceased to be a clearing agency registered under the Exchange Act, and in any case we
fail to appoint a successor to the depository within 90 calendar days; or

�
we, in our sole discretion, determine not to have any notes of a series represented by a global security.

        Upon the occurrence of either of the foregoing events, we will issue securities in certificated form in exchange for all outstanding global
securities. An owner of a beneficial interest in the global securities to be exchanged will be entitled to delivery in definitive form of securities
equal in principal amount to such beneficial interest and to have such securities registered in its name. Debt securities issued in definitive form
will be issued in denominations of $1,000 and integral multiples of $1,000 in excess thereof, except as otherwise specified in the applicable
pricing supplement, and will be issued in registered form only, without coupons.

        You should read "Limitations on Issuance of Bearer Debt Securities and Bearer Warrants" for a description of certain restrictions on the
issuance of individual bearer debt securities in exchange for beneficial interests in a global security.

Street Name Owners

        When actual notes or certificates registered in the names of the beneficial owners are issued, investors may choose to hold their securities in
their own names or in street name. Securities held by an investor in street name would be registered in the name of a bank, broker, or other
financial institution that the investor chooses, and the investor would hold only a beneficial interest in those securities through an account that he
or she maintains at that institution. For securities held in street name, we will recognize only the intermediary banks, brokers, and other financial
institutions in whose names the securities are registered as the holders of those securities and we will make all payments on those securities,
including deliveries of any property other than cash, to them. These institutions pass
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along the payments they receive to their customers who are the beneficial owners, but only because they agree to do so in their customer
agreements or because they are legally required to do so. Investors who hold securities in street name will be indirect owners, not holders, of
those securities.

Legal Holders

        Our obligations, as well as the obligations of the Trustee under the Indentures and the obligations, if any, of any warrant agents, deposit
agent, Property Trustee, and any other third parties employed by us, the Trustee, or any of those agents, run only to the holders of the securities.
We do not have obligations to investors who hold beneficial interests in global securities, who hold the securities in street name, or who hold the
securities by any other indirect means. This will be the case whether an investor chooses to be an indirect owner of a security or has no choice
because we are issuing the securities only in global form. For example, once we make a payment or give a notice to the holder, we have no
further responsibility for that payment or notice even if that holder is required, under agreements with depository participants or customers or by
law, to pass it along to the indirect owners, but does not do so. Similarly, if we want to obtain the approval of the holders for any purpose, such
as to amend the Indenture for a series of debt securities or a warrant agreement for a series of warrants or to relieve us of the consequences of a
default or of our obligation to comply with a particular provision of the Indenture, we would seek the approval only from the holders, and not the
indirect owners, of the relevant securities. Whether and how the holders contact the indirect owners is up to the holders. When we refer to "you"
in this section, we mean those who invest in the securities being offered by this prospectus, whether they are the holders or only indirect owners
of those securities. When we refer to "your securities" in this section, we mean the securities in which you will hold a direct or indirect interest.

Special Considerations for Indirect Owners

        If you hold securities through a bank, broker, or other financial institution, either in book-entry form or in street name, you should check
with your own institution to find out:

�
how it handles payments on your securities and notices;

�
whether you can provide contact information to the registrar to receive copies of notices directly;

�
whether it imposes fees or charges;

�
whether and how you can instruct it to exercise any rights to purchase or sell warrant property under a warrant or to
exchange or convert a security for or into other property;

�
how it would handle a request for the holders' consent, if required;

�
whether and how you can instruct it to send you the securities registered in your own name so you can be a holder, if that is
permitted at any time;

�
how it would exercise rights under the securities if there were a default or other event triggering the need for holders to act to
protect their interests; and

�
if the securities are in book-entry form, how the depository's rules and procedures will affect these matters.

Depositories for Global Securities

        Each security issued in book-entry form and represented by a global security will be deposited with, and registered in the name of, one or
more financial institutions or clearing systems, or their nominees, which we will select. These financial institutions or clearing systems that we
select for any
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security are called "depositories." Each series of securities will have one or more of the following as the depositories:

�
DTC;

�
a financial institution holding the securities on behalf of Euroclear Bank S.A./N.V., as operator of the Euroclear system,
which is known as "Euroclear;"

�
a financial institution holding the securities on behalf of Clearstream Banking, société anonyme, Luxembourg, which is
known as "Clearstream;" and

�
any other clearing system or financial institution named in the applicable prospectus supplement.

        The depositories named above also may be participants in one another's systems. For example, if DTC is the depository for a global
security, investors may hold beneficial interests in that security through Euroclear or Clearstream as DTC participants. The depository or
depositories for your securities will be named in the applicable prospectus supplement. If no depository is named, the depository will be DTC.

The Depository Trust Company

        The following is based on information on DTC's website at www.dtcc.com:

        DTC will act as securities depository for the securities. The securities will be issued as fully-registered securities registered in the name of
Cede & Co., which is DTC's partnership nominee, or any other name as may be requested by an authorized representative of DTC. Generally,
one fully registered global security will be issued for each issue of the securities, each in the aggregate principal amount of the issue, and will be
deposited with DTC. If, however, the aggregate principal amount of any issue exceeds $500 million, one certificate will be issued with respect to
each $500 million of principal amount, and an additional certificate will be issued with respect to any remaining principal amount of the issue.

        DTC, the world's largest depository, is a limited-purpose trust company organized under the New York Banking Law, a "banking
organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the
meaning of the New York Uniform Commercial Code, and a "clearing agency" registered under Section 17A of the Exchange Act. DTC holds
and provides asset servicing for over two million issues of United States and non-United States equity issues, corporate and municipal debt
issues, and money market instruments from over 100 countries that its participants deposit with DTC. DTC also facilitates the post-trade
settlement among direct participants of sales and other securities transactions in deposited securities through electronic computerized book-entry
transfers and pledges between direct participants. This eliminates the need for physical movement of certificates representing securities. Direct
participants include both United States and non-United States securities brokers and dealers, banks, trust companies, clearing corporations, and
certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC, in turn, is
owned by a number of direct participants of DTC and members of the National Securities Clearing Corporation, Government Securities Clearing
Corporation, MBS Clearing Corporation, and Emerging Markets Clearing Corporation, also subsidiaries of DTCC, as well as by NYSE
Group, Inc., the American Stock Exchange LLC, and the NASD. Access to the DTC system is also available to others such as both United States
and non-United States securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a direct participant, either directly or indirectly. The DTC rules applicable to its participants are on file with the SEC.

        Purchases of the securities under the DTC system must be made by or through direct participants, which will receive a credit for the
securities on DTC's records. The beneficial interest of each actual
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purchaser of each security is in turn to be recorded on the direct and indirect participants' records. Beneficial owners will not receive written
confirmation from DTC of their purchase. A beneficial owner, however, is expected to receive written confirmations providing details of the
transaction, as well as periodic statements of their holdings, from the direct or indirect participant through which the beneficial owner entered
into the transaction. Transfers of beneficial interests in the securities are to be accomplished by entries made on the books of direct and indirect
participants acting on behalf of beneficial owners. Beneficial owners will not receive certificates representing their beneficial interests in the
securities, except if the use of the book-entry system for the securities is discontinued.

        To facilitate subsequent transfers, all securities deposited by direct participants with DTC are registered in the name of DTC's partnership
nominee, Cede & Co., or such other name as may be requested by an authorized representative of DTC. The deposit of securities with DTC and
their registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no
knowledge of the actual beneficial owners of the securities; DTC's records reflect only the identity of the direct participants to whose accounts
such securities are credited, which may or may not be the beneficial owners. The direct and indirect participants will remain responsible for
keeping account of their holdings on behalf of their customers.

        Conveyance of notices and other communications by DTC to direct participants, by direct participants to indirect participants, and by direct
and indirect participants to beneficial owners will be governed by arrangements among them, subject to any statutory or regulatory requirements
as may be in effect from time to time.

        None of DTC, Cede & Co., or any other DTC nominee will consent or vote with respect to the securities unless authorized by a direct
participant in accordance with DTC's procedures. Under its usual procedures, DTC mails an omnibus proxy to us as soon as possible after the
regular record date. The omnibus proxy assigns Cede & Co.'s consenting or voting rights to those direct participants to whose accounts the
securities are credited on the regular record date. These participants are identified in a listing attached to the omnibus proxy.

        We will make payments of principal, any premium, interest, or other amounts on the securities in immediately available funds directly to
Cede & Co., or any other nominee as may be requested by an authorized representative of DTC. DTC's practice is to credit direct participants'
accounts upon DTC's receipt of funds and corresponding detail information from us, on the applicable payment date in accordance with their
respective holdings shown on DTC's records. Payments by participants to beneficial owners will be governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in street name. These payments
will be the responsibility of these participants and not of DTC or any other party, subject to any statutory or regulatory requirements that may be
in effect from time to time. Payment of principal and any premium or interest to Cede & Co., or any other nominee as may be requested by an
authorized representative of DTC, is our responsibility. Disbursement of the payments to direct participants is the responsibility of DTC, and
disbursement of the payments to the beneficial owners is the responsibility of the direct or indirect participants.

        We will send any redemption notices to DTC. If less than all of the securities of a series are being redeemed, DTC's practice is to determine
by lot the amount of the interest of each direct participant in the issue to be redeemed.

        DTC may discontinue providing its services as depository for the securities at any time by giving us reasonable notice. If this occurs, and if
a successor securities depository is not obtained, we will print and deliver certificated securities.

        The information in this section concerning DTC and DTC's book-entry system has been obtained from sources that we believe to be
reliable, but we take no responsibility for its accuracy.
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Clearstream and Euroclear

        Each series of securities represented by a global security sold or traded outside the United States may be held through Clearstream or
Euroclear, which provide clearing, settlement, depository, and related services for internationally traded securities. Both Clearstream and
Euroclear provide a clearing and settlement organization for cross-border bonds, equities, and investment funds. Clearstream is incorporated
under the laws of Luxembourg. Euroclear is incorporated under the laws of Belgium.

        Euroclear and Clearstream are securities clearance systems in Europe that clear and settle securities transactions between their participants
through electronic, book-entry delivery of securities against payment. Euroclear and Clearstream may be depositories for a global security. In
addition, if DTC is the depository for a global security, Euroclear and Clearstream may hold interests in the global security as participants in
DTC. As long as any global security is held by Euroclear or Clearstream as depository, you may hold an interest in the global security only
through an organization that participates, directly or indirectly, in Euroclear or Clearstream. If Euroclear or Clearstream is the depository for a
global security and there is no depository in the United States, you will not be able to hold interests in that global security through any securities
clearance system in the United States. Payments, deliveries, transfers, exchanges, notices, and other matters relating to the securities made
through Euroclear or Clearstream must comply with the rules and procedures of those systems. Those systems could change their rules and
procedures at any time. We have no control over those systems or their participants and we take no responsibility for their activities.
Transactions between participants in Euroclear or Clearstream on one hand, and participants in DTC, on the other hand, when DTC is the
depository, also would be subject to DTC's rules and procedures.

        Investors will be able to make and receive through Euroclear and Clearstream payments, deliveries, transfers, exchanges, notices, and other
transactions involving any securities held through those systems only on days when those systems are open for business. Those systems may not
be open for business on days when banks, brokers, and other institutions are open for business in the United States. In addition, because of
time-zone differences, United States investors who hold their interests in the securities through these systems and wish to transfer their interests,
or to receive or make a payment or delivery or exercise any other right with respect to their interests, on a particular day may find that the
transaction will not be effected until the next business day in Luxembourg or Brussels, as applicable. Thus, investors who wish to exercise rights
that expire on a particular day may need to act before the expiration date. In addition, investors who hold their interests through both DTC and
Euroclear or Clearstream may need to make special arrangements to finance any purchases or sales of their interests between the United States
and European clearing systems, and those transactions may settle later than would be the case for transactions within one clearing system.

Clearstream

        Clearstream is incorporated under the laws of Luxembourg as a professional depositary. Clearstream holds securities for its participating
organizations ("Clearstream Participants") and facilitates the clearance and settlement of securities transactions between Clearstream Participants
through electronic book-entry charges in accounts of Clearstream Participants, which eliminates the need for physical movement of certificates.
Clearstream provides to Clearstream Participants, among other things, services for safekeeping, administration, clearance and settlement of
internationally traded securities and securities lending and borrowing.

        Conducting business in the domestic markets of several countries as a professional depositary, Clearstream is regulated by the Luxembourg
Monetary Institute. Clearstream Participants are recognized financial institutions around the world, including underwriters, securities brokers
and dealers, banks, trust companies, clearing corporations and certain other organizations and may include some of the Underwriters. Indirect
access to Clearstream is also available to others, such as banks,

38

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

173



brokers, dealers and trust companies that clear through or maintain a custodial relationship with a Clearstream Participant either directly or
indirectly.

        Distributions with respect to the securities that are held beneficially through Clearstream will be credited to cash accounts of Clearstream
Participants in accordance with its rules and procedures, and to the extent received by the U.S. depositary for Clearstream.

Euroclear

        Euroclear was created in 1968 to hold securities for its participants ("Euroclear Participants") and to clear and settle transactions between
Euroclear Participants through simultaneous electronic book-entry delivery against payment, thereby eliminating the need for physical
movement of certificates and any risk from lack of simultaneous transfers of securities and cash. The Euroclear System is owned by Euroclear
Clearance System Public Limited Company ("ECSplc") and operated through a license agreement by Euroclear Bank S.A./N.V., a bank
incorporated under the laws of the Kingdom of Belgium (the "Euroclear Operator").

        The Euroclear Operator holds securities and book-entry interests in securities for participating organizations and facilitates the clearance
and settlement of securities transactions between Euroclear Participants, and between Euroclear Participants and participants of certain other
securities intermediaries through electronic book-entry changes in accounts of such participants or other securities intermediaries.

        The Euroclear Operator provides Euroclear Participants, among other things, with safekeeping, administration, clearance and settlement,
securities lending and borrowing and related services.

        Non-participants of Euroclear may hold and transfer book-entry interests in securities through accounts with a direct Euroclear Participant
or any other securities intermediary that holds a book-entry interest in securities through one or more securities intermediaries standing between
such other securities intermediary and the Euroclear Operator.

        The Euroclear Operator is regulated and examined by the Belgian Banking and Finance Commission and the National Bank of Belgium.
Securities clearance accounts and cash accounts with the Euroclear Operator are governed by the Terms and Conditions Governing Use of
Euroclear and the related Operating Procedures of the Euroclear System and applicable Belgian law (collectively, the "Euroclear Terms and
Conditions"). The Euroclear Terms and Conditions govern transfers of securities and cash within Euroclear, withdrawals of securities and cash
from Euroclear, and receipts of payments with respect to securities in Euroclear.

        All securities in Euroclear are held on a fungible basis without attribution of specific certificates to specific securities clearance accounts.
The Euroclear Operator acts under the Euroclear Terms and Conditions only on behalf of Euroclear Participants and has no record of or
relationship with persons holding through Euroclear Participants.

        Distributions with respect to securities held beneficially through Euroclear will be credited to the cash accounts of Euroclear Participants in
accordance with the Euroclear Terms and Conditions, to the extent received by the U.S. depositary for Euroclear.

Definitive Securities

        Definitive securities may be issued upon:

          (i)  Euroclear and/or Clearstream being closed for a continuous period of 14 days (other than by reason of public holidays);
and/or
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         (ii)  in the limited circumstances set forth in "Book-Entry Procedures and Settlement�Certificates in Registered Form" in the
accompanying prospectus.

        Definitive securities can be transferred by presentation for registration to the registrar for the securities or other transfer agent at any of their
specified offices and must be duly endorsed by the holder or his attorney duly authorized in writing, or accompanied by a written instrument or
instruments of transfer in form satisfactory to us or the Trustee, warrant agent, deposit agent, or unit agent, as the case may be, duly executed by
the holder or his attorney duly authorized in writing. We may require payment of a sum sufficient to cover any tax or other governmental charge
that may be imposed in connection with any exchange or registration of transfer of definitive securities.

        For the purposes of this description, "business day" means any day, other than a Saturday or Sunday, that is not a day on which banks are
authorized or required by law or regulation to close in New York and, where definitive securities have been issued, the relevant place of
presentation.

Global Clearance and Settlement Procedures

        Initial settlement for the securities will be made in same day funds. Secondary market trading and transfers within DTC, Clearstream or
Euroclear, as the case may be, will be made in accordance with the usual rules and operating procedures of those systems. Secondary market
trading between DTC participants will occur in the ordinary way in accordance with DTC rules and will be settled in same day funds using
DTC's Same-Day Funds Settlement System. Secondary market trading between Clearstream Participants and/or Euroclear Participants will
occur in the ordinary way in accordance with the applicable rules and operating procedures of Clearstream and Euroclear and will be settled
using the procedures applicable to conventional eurobonds in registered form in same day funds.

        Since the purchaser determines the place of delivery, it is important to establish at the time of the trade where both the purchaser's and
seller's accounts are located to ensure that settlement can be made on the desired value date.

        Trading between DTC Purchasers and Sellers.    Secondary market trading between DTC participants will be settled using the procedures
applicable to global bonds in same-day funds.

        Trading between Euroclear and/or Clearstream Participants.    Secondary market trading between Euroclear Participants and/or
Clearstream Participants will be settled using the procedures applicable to conventional eurobonds in same-day funds.

        Trading between DTC Seller and Euroclear or Clearstream Purchaser.    When securities are to be transferred from the account of a DTC
participant to the account of a Euroclear or Clearstream Participant, the purchaser will send instructions to Euroclear or Clearstream through a
Euroclear or Clearstream Participant, as the case may be, at least one business day before settlement. Euroclear or Clearstream will instruct its
respective depositary to receive those securities against payment. Payment for the securities will then be made by the depositary to the DTC
participant's account against delivery of the securities. After settlement has been completed, the securities will be credited to the respective
clearing systems, and by the clearing system, in accordance with its usual procedures, to the Euroclear or Clearstream Participant's account. The
securities credit will appear the next day (European time) and the cash debit will be back-valued to the value date, which would be the preceding
day when settlement occurred in New York. If settlement is not completed on the intended value date and the trade fails, the Euroclear or
Clearstream cash debit will be valued as of the actual settlement date.

        Euroclear and Clearstream Participants will need to make available to the respective clearing systems the funds necessary to process
same-day funds settlement. The most direct means of doing so is to preposition funds for settlement, either from cash on hand or existing lines of
credit. However,
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under this approach, DTC participants may take on credit exposure to Euroclear and Clearstream until the interests in the Global Security are
credited to their accounts one day later.

        As an alternative, if Euroclear or Clearstream has extended a line of credit to a Euroclear or Clearstream Participant, as the case may be,
that Participant may elect not to preposition funds and allow that credit line to be drawn upon to finance settlement. Under this procedure,
Euroclear or Clearstream Participants purchasing securities would incur overdraft charges for one day, assuming they cleared the overdraft when
the securities were credited to their accounts. However, interest on the securities would accrue from the value date. Therefore, in many cases the
investment income on securities earned during that one-day period may substantially reduce or offset the amount of such overdraft charges,
although this result will depend on each Participant's particular cost of funds.

        Since the settlement occurs during New York business hours, DTC participants can employ their usual procedures for transferring global
bonds to the respective depositaries of Euroclear or Clearstream for the benefit of Euroclear or Clearstream Participants. The sale proceeds will
be available to the DTC seller on the settlement date. Thus, to the DTC seller, a cross-market sale transaction will settle no differently than a
trade between two DTC Participants.

        Trading between Euroclear or Clearstream Seller and DTC Purchaser.    Because the time zone difference operates in their favor,
Euroclear and Clearstream Participants may employ their customary procedures for transactions in which securities are to be transferred by the
respective clearing system, through its respective depositary, to a DTC participant. The seller will send instructions to Euroclear or Clearstream
through a Euroclear or Clearstream Participant at least one business day before settlement. In these cases, Euroclear or Clearstream will instruct
its respective depositary to credit the securities to the DTC participant's account against payment. The payment will then be reflected in the
account of the Euroclear or Clearstream Participant on the following day, and receipt of the cash proceeds in the Euroclear or Clearstream
Participant's account would be back-valued to the value date (which would be the preceding day, when settlement occurred in New York).

        If the Euroclear or Clearstream Participant has a line of credit in its respective clearing system and elects to be in a debt position in
anticipation of receipt of the sale proceeds in its account, the back-valuation may substantially reduce or offset any overdraft charges incurred
over that one-day period. If settlement is not completed on the intended value date (that is, the trade fails), receipt of the cash proceeds in the
Euroclear or Clearstream Participant's account would instead be valued as of the actual settlement date.

        Finally, day traders that use Euroclear or Clearstream to purchase securities from DTC participants for delivery to Euroclear or Clearstream
Participants should note that these trades automatically fail on the sale side unless some form of affirmative action is taken. At least three
techniques should be readily available to eliminate this potential problem:

          (i)  borrowing through Euroclear or Clearstream for one day (until the purchase side of the day trade is reflected in their
Euroclear or Clearstream accounts) in accordance with the clearing system's customary procedures;

         (ii)  borrowing the securities in the United States from a DTC participant no later than one day before settlement, which would
give the securities sufficient time to be reflected in their Euroclear or Clearstream account in order to settle the sale side of the trade; or

        (iii)  staggering the value date for the buy and sell sides of the trade so that the value date for the purchase from the DTC
participant is at least one day before the value date for the sale to the Euroclear or Clearstream Participant.

        Although DTC, Clearstream and Euroclear have agreed to the foregoing procedures in order to facilitate transfers of securities among
participants of DTC, Clearstream and Euroclear, they are not
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obligated to perform or continue to perform these procedures. As a result, these procedures may be discontinued at any time.

        The information in this section concerning DTC, Clearstream, Euroclear and their book-entry systems has been obtained from sources that
we believe to be accurate, but we assume no responsibility for the accuracy of this information. We are not responsible for DTC's, Clearstream's,
Euroclear's or their participants' performance of their respective obligations, as they are described above or under the rules and procedures
governing their respective operations.

Special Considerations for Global Securities

        As an indirect owner, an investor's rights relating to a global security will be governed by the account rules of the depository and those of
the investor's financial institution or other intermediary through which it holds its interest (e.g., Euroclear or Clearstream if DTC is the
depository), as well as general laws relating to securities transfers. We do not recognize this type of investor or any intermediary as a holder of
securities. Instead, we deal only with the depository that holds the global security. If securities are issued only in the form of a global security, an
investor should be aware of the following:

�
an investor cannot cause the securities to be registered in his or her own name, and cannot obtain non-global certificates for
his or her interest in the securities, except in the special situations described above;

�
an investor will be an indirect holder and must look to his or her own bank or broker for payments on the securities and
protection of any legal rights relating to the securities;

�
an investor may not be able to sell interests in the securities to some insurance companies and other institutions that are
required by law to own their securities in non-book-entry form;

�
an investor may not be able to pledge his or her interest in a global security in circumstances where certificates representing
the securities must be delivered to the lender or other beneficiary of the pledge in order for the pledge to be effective;

�
the depository's policies will govern payments, deliveries, transfers, exchanges, notices, and other matters relating to an
investor's interest in a global security, and those policies may change from time to time;

�
we, the Trustee, and any warrant agents will not be responsible for any aspect of the depository's policies, actions, or records
of ownership interests in a global security;

�
we, the Trustee, and any warrant agents do not supervise the depository in any way;

�
the depository may require that those who purchase and sell interests in a global security within its book-entry system use
immediately available funds, and your broker or bank may require you to do so as well; and

�
financial institutions that participate in the depository's book-entry system and through which an investor holds his or her
interest in the global securities, directly or indirectly, also may have their own policies affecting payments, deliveries,
transfers, exchanges, notices, and other matters relating to the securities. Those policies may change from time to time. For
example, if you hold an interest in a global security through Euroclear or Clearstream when DTC is the depository,
Euroclear or Clearstream, as applicable, will require those who purchase and sell interests in that security through them to
use immediately available funds and comply with other policies and procedures, including deadlines for giving instructions
as to transactions that are to be effected on a particular day. There may be more than one financial intermediary in the chain
of

42

Edgar Filing: BEAR STEARNS COMPANIES INC - Form 424B5

177



ownership for an investor. We do not monitor and are not responsible for the policies or actions or records of ownership
interests of any of those intermediaries.

        Receipt by owners of beneficial interests in a temporary global security of payments relating to their interests will be subject to the
restrictions discussed under "Limitations on Issuance of Bearer Securities."

        If interest is paid on a bearer global debt security, or if no interest has been paid but the bearer global debt security remains outstanding
beyond a reasonable period of time after the restricted period (as defined in applicable U.S. Treasury regulations) has ended, the depository must
provide us with a certificate to the effect that the owners of the beneficial interests in the bearer global security are non-U.S. persons or U.S.
persons that are permitted to hold bearer debt securities under applicable U.S. Treasury regulations.

        In general, U.S. persons that are permitted to hold bearer debt securities are U.S. persons who acquire the securities through the foreign
branch of certain U.S. financial institutions and certain U.S. financial institutions that hold the bearer debt securities for resale to non-U.S.
persons or who hold the bearer debt securities on their own account through a foreign branch. The certificate must be provided within a
reasonable period of time after the end of the restricted period, but in no event later than the date when interest is paid. The certificate must be
based on statements provided to the depository by the owners of the beneficial interests.

LIMITATIONS ON ISSUANCE OF BEARER DEBT SECURITIES AND BEARER WARRANTS

        In compliance with U.S. federal income tax laws and regulations, bearer debt securities, including bearer debt securities in global form, will
not be offered, sold, resold or delivered, directly or indirectly, in the United States or its possessions or to "United States persons," as defined
below, except as otherwise permitted by certain U.S. Treasury regulations. Any underwriters, dealers or agents participating in the offerings of
bearer debt securities, directly or indirectly, must agree that they will not, in connection with the original issuance of any bearer debt securities
or during the "restricted period" (as defined in the Treasury regulations) offer, sell, resell or deliver, directly or indirectly, any bearer debt
securities in the United States or to United States persons, other than as permitted by the Treasury regulations. In addition, any underwriters,
dealers or agents must have procedures reasonably designed to ensure that their employees or agents who are directly engaged in selling bearer
debt securities are aware of the restrictions on the offering, sale, resale or delivery of bearer debt securities.

        We will not deliver a bearer debt security (other than a temporary global bearer debt security) in connection with its original issuance or
make payments on any bearer debt security until we have received the written certification provided for in the Indentures, the warrant
agreement, the deposit agreement, the unit agreement or other applicable agreement or instrument. Each bearer debt security, other than a
temporary global bearer debt security, will bear the following legend on the face of the security and on any interest coupons that may be
detachable:

        "Any United States person who holds this obligation will be subject to limitations under the U.S. income tax laws, including the limitations
provided in Sections 165(j) and 1287(a) of the Internal Revenue Code."

        The legend also will be evidenced on any book-entry system maintained with respect to the bearer debt securities.

        The sections referred to in the legend provide, in general, that a U.S. taxpayer who holds a bearer security or coupon may not deduct any
loss realized on the sale, exchange or redemption of the bearer security and any gain which otherwise would be treated as capital gain will be
treated as ordinary income, unless the taxpayer is, or holds the bearer security or coupon through, a "financial institution" (as defined in the
relevant Treasury regulations) and certain other conditions are satisfied.

        For these purposes, "United States" means the United States of America (including the District of Columbia), and its possessions. "United
States person" generally means:

�
a citizen or resident of the United States;

�
a corporation or partnership (or other entity treated as a corporation or partnership for U.S. federal income tax purposes)
created or organized in or under the laws of the United States or any state thereof (including the District of Columbia);

�
an estate whose income is subject to U.S. federal income taxation regardless of its source; or

�
a trust, if a court within the United States is able to exercise primary supervision over its administration, and one or more
United States persons have the authority to control all of its substantial decisions.
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        The prospectus supplement relating to bearer warrants will describe any limitations on the offer, sale, delivery and exercise of bearer
warrants (including a requirement that a certificate of non-U.S. beneficial ownership be delivered once a bearer warrant is exercised).

PLAN OF DISTRIBUTION

        We may sell the securities by any of the following methods:

�
to underwriters (including Bear Stearns) or dealers, who may act directly or through a syndicate represented by one or more
managing underwriters (including Bear Stearns);

�
through broker-dealers (including Bear Stearns) we have designated to act on our behalf as agents;

�
directly to one or more purchasers;

�
directly to the public through Bear Stearns utilizing DAiSSSM (Dutch Auction internet Syndication SystemSM), a rules-based,
proprietary, single-priced, modified Dutch Auction syndication system for the pricing and allocation of securities; or

�
through a combination of any of these methods of sale.

        Each prospectus supplement will describe the manner and terms of an offering of securities, including:

�
the names of any underwriters, dealers, or agents;

�
whether that offering is being made to underwriters or through agents or directly;

�
the rules and procedures for the auction process through DAiSSSM, if used;

�
any underwriting discounts, dealer concessions, agency commissions and any other items that may be deemed to constitute
underwriters', dealers' or agents' compensation;

�
the securities' purchase price or initial public offering price;

�
the proceeds we anticipate from the sale of the securities; and

�
any securities exchange on which the offered securities may be listed.

        We may enter into derivative or other hedging transactions with financial institutions. These financial institutions may in turn engage in
sales of securities to hedge their position, deliver this prospectus in connection with some or all of those sales and use the securities covered by
this prospectus to close out any loan of securities or short position created in connection with those sales.

        We may effect sales of securities in connection with forward sale agreements with third parties. Any distribution of securities pursuant to
any forward sale agreement may be effected from time to time in one or more transactions that may take place through the NYSE, including
block trades or ordinary broker's transactions, or through broker-dealers acting either as principal or agent, or through privately negotiated
transactions, or through an underwritten public offering, or through a combination of any such methods of sale, at market prices prevailing at the
time of sale, at prices relating to such prevailing market prices or at negotiated or fixed prices.
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        We may also sell securities short using this prospectus and deliver securities covered by this prospectus to close out any loan of securities
or such short positions, or loan or pledge securities to financial institutions that in turn may sell the securities using this prospectus.

        We may pledge or grant a security interest in some or all of the securities covered by this prospectus to support a derivative or hedging
position or other obligation and, if we default in the
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performance of our obligations, the pledgees or secured parties may offer and sell the securities from time to time pursuant to this prospectus.

Distribution Through Underwriters

        When securities are to be sold to underwriters, we will execute an underwriting agreement with them at the time of the sale and will name
them in the prospectus supplement. Unless otherwise set forth in the applicable prospectus supplement, the underwriters' obligations to purchase
those securities will be subject to certain conditions set forth in the underwriting agreement. If the underwriters purchase any of the securities,
they will be obligated to purchase all of the securities. The underwriters will acquire the securities for their own accounts as principal and may
resell them, either directly to the public or to securities dealers, at various times in one or more transactions, including negotiated transactions,
either at a fixed public offering price or at varying prices determined at the time of sale. The underwriters may sell the offered securities to or
through dealers, and those dealers may receive discounts, concessions, or commissions from the underwriters as well as from the purchasers for
whom they may act as agent.

Distribution Through Dealers

        We may offer and sell securities from time to time to one or more dealers who would purchase the securities as principal. The dealers then
may resell the offered securities to the public at fixed or varying prices to be determined by those dealers at the time of resale. We will set forth
the names of the dealers and the terms of the transaction in the prospectus supplement. Any initial public offering price and any discounts or
concessions allowed or reallowed or paid to dealers may be changed from time to time.

Distribution Through Agents

        We may offer and sell securities on a continuous basis through agents that become parties to an underwriting or distribution agreement. We
will name any agent involved in the offer and sale and describe any commissions payable by us in the prospectus supplement. Unless otherwise
indicated in the prospectus supplement, the agent will be acting on a best efforts basis during the appointment period.

General Information

        To the extent that any securities underwritten by Bear Stearns are not resold by Bear Stearns for an amount at least equal to their public
offering price, the proceeds from the offering of those securities will be reduced. Until resold, any such preferred stock and depositary shares
will be treated as if they were not outstanding. Bear Stearns intends to resell any of those securities at various times after the termination of the
offering at varying prices related to prevailing market prices at the time of sale, subject to applicable prospectus delivery requirements.

        Securities bought in accordance with a redemption or repayment under their terms also may be offered and sold, if so indicated in the
applicable prospectus supplement, in connection with a remarketing by one or more firms acting as principals for their own accounts or as agents
for us. Any remarketing firm will be identified and the terms of its agreement, if any, with us and its compensation will be described in the
prospectus supplement. Remarketing firms may be deemed to be underwriters in connection with the securities remarketed by them.

        If so indicated in the applicable prospectus supplement, we will authorize agents, underwriters or dealers to solicit offers by certain
specified institutions to purchase securities at the public offering price set forth in the prospectus supplement pursuant to delayed delivery
contracts providing for payment and delivery on a future date specified in the prospectus supplement. These contracts will be
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subject only to those conditions set forth in the applicable prospectus supplement, and the prospectus supplement will set forth the commissions
payable for solicitation of these contracts.

        Underwriters, dealers and agents participating in any distribution of securities may be deemed "underwriters" within the meaning of the
Securities Act and any discounts or commissions they receive in connection with the distribution may be deemed to be underwriting
compensation. Those underwriters and agents may be entitled, under their agreements with us, to indemnification by us against certain civil
liabilities, including liabilities under the Securities Act, or to contribution by us to payments that they may be required to make in respect of
those civil liabilities. Various of those underwriters or agents may be customers of, engage in transactions with or perform services for us or our
affiliates in the ordinary course of business.

        Following the initial distribution of any series of securities (and in the case of shares of preferred stock, subject to obtaining approval or
exemption from the NYSE), Bear Stearns may offer and sell previously issued securities of that series at various times in the course of its
business as a broker-dealer. Bear Stearns may act as principal or agent in those transactions. Bear Stearns will use this prospectus and the
prospectus supplement applicable to those securities in connection with those transactions. Sales will be made at prices related to prevailing
prices at the time of sale or at related or negotiated prices. Our other affiliates, including BSIL, may also engage in such transactions and may
use this prospectus and any applicable prospectus supplement for such purpose.

        In this prospectus, the terms "offering" means the initial offering of the securities made in connection with their original issuance. This term
does not refer to any subsequent resales of securities in market-making transactions. Information about the trade and settlement dates, as well as
the purchase price, for a market-making transaction will be provided to the purchaser in a separate confirmation of sale. Unless we or an agent
inform you in your confirmation of sale that your security is being purchased in its original offering and sale, you may assume that you are
purchasing your security in a market-making transaction.

        In order to facilitate the offering of certain securities under this Registration Statement or an applicable prospectus supplement, certain
persons participating in the offering of those securities may engage in transactions that stabilize, maintain or otherwise affect the price of those
securities during and after the offering of those securities. Specifically, if the applicable prospectus supplement permits, the underwriters of
those securities may over-allot or otherwise create a short position in those securities for their own account by selling more of those securities
than have been sold to them by us and may elect to cover any such short position by purchasing those securities in the open market.

        In addition, the underwriters may stabilize or maintain the price of those securities by bidding for or purchasing those securities in the open
market and may impose penalty bids, under which selling concessions allowed to syndicate members or other broker-dealers participating in the
offering are reclaimed if securities previously distributed in the offering are repurchased in connection with stabilization transactions or
otherwise. The effect of these transactions may be to stabilize or maintain the market price of the securities at a level above that which might
otherwise prevail in the open market. The imposition of a penalty bid may also affect the price of securities to the extent that it discourages
resales of the securities. No representation is made as to the magnitude or effect of any such stabilization or other transactions. Such
transactions, if commenced, may be discontinued at any time.

        Each series of offered securities will be a new issue of securities and will have no established trading market. Any underwriters to whom
offered securities are sold for public offering and sale may make a market in such offered securities, but such underwriters will not be obligated
to do so and may discontinue any market-making at any time without notice. The offered securities may or may not be listed on a national
securities exchange. No assurance can be given as to the liquidity or trading market for the offered securities.
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        The underwriters, dealers and agents, and their affiliates may be customers of, engage in transactions with, or perform services for, us and
our subsidiaries in the ordinary course of business.

        This prospectus, the applicable prospectus supplement and any applicable pricing supplement in electronic format may be made available
on the Internet sites of, or through other online services maintained by, us and/or one or more of the agents and/or dealers participating in an
offering of securities, or by their affiliates. In those cases, prospective investors may be able to view offering terms online and, depending upon
the particular agent or dealer, prospective investors may be allowed to place orders online.

        Other than this prospectus, the applicable prospectus supplement and any applicable pricing supplement in electronic format, the
information on our or any agent's or dealer's web site and any information contained in any other web site maintained by any agent or dealer is
not part of this prospectus, the applicable prospectus supplement and any applicable pricing supplement or the registration statement of which
they form a part; has not been approved or endorsed by us or by any agent or dealer in its capacity as an agent or dealer, except, in each case,
with respect to the respective web site maintained by such entity; and should not be relied upon by investors.

        We may from time to time offer securities directly to the public through Bear Stearns and may utilize DAiSSSM, a rules-based, proprietary,
single-priced, modified Dutch Auction syndication system for the pricing and allocation of such securities. DAiSSSM allows bidders to directly
participate, through Internet access to an auction site, by submitting conditional offers to buy (each, a "bid") that are subject to acceptance by the
underwriter, and which may directly affect the price at which such securities are sold.

        The final offering price at which securities will be sold and the allocation of securities among bidders will be based solely on the results of
the auction, subject to possible stabilization activity previously described.

        During an auction, DAiSSSM will present to each bidder, on a real-time basis, the clearing spread at which the offering would be sold, based
on the bids submitted and not withdrawn, and whether a bidder's individual bids would be accepted, prorated or rejected. Upon completion of the
auction, the offering price of the securities will be the lowest spread at which the aggregate dollar amount of bids submitted, and not removed, at
that spread and lower spreads equals or exceeds the size of the offering as disclosed in the prospectus supplement which is the final clearing
spread. If DAiSSSM is utilized, prior to the auction we and Bear Stearns will establish minimum admissible bids, maximum quantity restrictions
and other specific rules governing the auction process, all of which will be made available to bidders in the offering cul-de-sac and described in
the prospectus supplement.

        Bids at a lower spread than the final clearing spread will be fully allocated. Bids at the final clearing spread will be prorated based on the
time of submission and pursuant to the allocation procedures in the auction rules. Bids above the final clearing spread will receive no allocation.

        If an offering is made using DAiSSSM you should review the auction rules, as displayed in the offering cul-de-sac and described in the
prospectus supplement, for a more detailed description of the offering procedures.

        The maximum commission or discount to be received by any NASD member or independent broker-dealer will not be greater than eight
percent of the gross proceeds from the sale of any security being sold in the initial distribution.

        Because Bear Stearns and BSIL are our wholly owned subsidiaries, each distribution of securities will conform to the requirements set forth
in Rule 2720 of the NASD Conduct Rules. Furthermore, any underwriters offering the offered securities will not confirm sales to any accounts
over which they exercise discretionary authority without the prior approval of the customer.
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ERISA CONSIDERATIONS

        Section 4975 of the Internal Revenue Code of 1986, as amended (the "Code"), prohibits the borrowing of money, the sale of property and
certain other transactions involving the assets of plans that are qualified under the Code ("Qualified Plans") or individual retirement accounts
("IRAs") and persons who have certain specified relationships to them. Section 406 of the Employee Retirement Income Security Act of 1974,
as amended ("ERISA"), prohibits similar transactions involving employee benefit plans that are subject to ERISA ("ERISA Plans"). Qualified
Plans, IRAs and ERISA Plans are referred to as "Plans."

        Persons who have such specified relationships are referred to as "parties in interest" under ERISA and as "disqualified persons" under the
Code. "Parties in interest" and "disqualified persons" encompass a wide range of persons, including any fiduciary (for example, investment
manager, trustee or custodian) of a Plan, any person providing services (for example, a broker) to a Plan, the Plan sponsor, an employee
organization any of whose members are covered by the Plan, and certain persons related to or affiliated with any of the foregoing.

        The purchase and/or holding of securities by a Plan with respect to which we, Bear Stearns, BSSC and/or certain of our affiliates is a
fiduciary and/or a service provider (or otherwise is a "party in interest" or "disqualified person") would constitute or result in a prohibited
transaction under Section 406 of ERISA or Section 4975 of the Code, unless such securities are acquired or held pursuant to and in accordance
with an applicable statutory or administrative exemption. Each of us, Bear Stearns and BSSC is considered a "disqualified person" under the
Code or "party in interest" under ERISA with respect to many Plans, although neither we nor Bear Stearns can be a "party in interest" to any
IRA other than certain employer sponsored IRAs, as only employer sponsored IRAs are covered by ERISA.

        Applicable administrative exemptions may include certain prohibited transaction class exemptions (for example, Prohibited Transaction
Class Exemption ("PTCE") 8414 relating to qualified professional asset managers, PTCE 9623 relating to certain in house asset managers,
PTCE 9138 relating to bank collective investment funds, PTCE 901 relating to insurance company separate accounts and PTCE 9560 relating to
insurance company general accounts).

        It should also be noted that the Pension Protection Act of 2006 was recently passed by Congress and contains a new statutory exemption
from the prohibited transaction provisions of Section 406 of ERISA and Section 4975 of the Code for transactions involving certain parties in
interest or disqualified persons who are such merely because they are a service provider to a Plan, or because they are related to a service
provider. Generally, the new exemption would be applicable if the party to the transaction with the Plan is a party in interest or a disqualified
person to the Plan but is not (i) an employer, (ii) a fiduciary who has or exercises any discretionary authority or control with respect to the
investment of the Plan assets involved in the transaction, (iii) a fiduciary who renders investment advice (within the meaning of ERISA and
Section 4975 of the Code) with respect to those assets, or (iv) an affiliate of (i), (ii) or (iii). Any Plan fiduciary relying on this new statutory
exemption (Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code) and purchasing securities on behalf of a Plan will be deemed to
have made a determination that the Plan is paying no more than, and is receiving no less than, adequate consideration in connection with the
transaction, which is a necessary precondition to utilizing this new exemption. Any purchaser that is a Plan is encouraged to consult with counsel
regarding the application of the new exemption.

        A fiduciary who causes a Plan to engage, directly or indirectly, in a nonexempt prohibited transaction may be subject to a penalty under
ERISA, and may be liable for any losses to the Plan resulting from such transaction. Code Section 4975 generally imposes an excise tax on
disqualified persons who engage, directly or indirectly, in nonexempt transactions with the assets of Plans subject to
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such Section. If an IRA engages in a prohibited transaction, the assets of the IRA are deemed to have been distributed to the IRA beneficiaries.

        In accordance with ERISA's general fiduciary requirements, a fiduciary with respect to any ERISA Plan who is considering the purchase of
securities on behalf of such plan should consider the foregoing information and the information set forth in the applicable prospectus supplement
and any applicable pricing supplement, and should determine whether such purchase is permitted under the governing plan document and is
prudent and appropriate for the ERISA Plan in view of its overall investment policy and the composition and diversification of its portfolio.
Fiduciaries of Plans established with, or for which services are provided by, us, Bear Stearns, BSSC and/or certain of our affiliates should
consult with counsel before making any acquisition. Each purchaser of any securities, the assets of which constitute the assets of one or more
Plans, and each fiduciary that directs such purchaser with respect to the purchase or holding of such securities, will be deemed to represent that
the purchase, holding and disposition of the securities does not and will not constitute a prohibited transaction under Section 406 of ERISA or
Section 4975 of the Code for which an exemption is not available.

        Certain employee benefit plans, such as governmental plans (as defined in Section 3(32) of ERISA) and, if no election has been made under
Section 410(d) of the Code, church plans (as defined in Section 3(33) of ERISA), are not subject to Section 406 of ERISA or Section 4975 of the
Code. However, such plans may be subject to the provisions of applicable federal, state or local law ("Similar Law") materially similar to the
foregoing provisions of ERISA or the Code. Fiduciaries of such plans ("Similar Law Plans") should consider applicable Similar Law when
investing in the securities. Each fiduciary of a Similar Law Plan will be deemed to represent that the Similar Law Plan's acquisition and holding
of the securities will not result in a nonexempt violation of applicable Similar Law.

        The sale of any security to a Plan or a Similar Law Plan is in no respect a representation by us or any of our affiliates that such an
investment meets all relevant legal requirements with respect to investments by Plans or Similar Law Plans generally or any particular Plan or
Similar Law Plan, or that such an investment is appropriate for a Plan or a Similar Law Plan generally or any particular Plan or Similar Law
Plan.

LEGAL MATTERS

        The validity of the securities will be passed upon for us by Cadwalader, Wickersham & Taft LLP, New York, New York, USA. Certain
legal matters relating to the laws of England and Wales are being passed upon for us by Cadwalader, Wickersham & Taft LLP, London,
England.

EXPERTS

        The consolidated financial statements, the related financial statement schedule, and management's report on the effectiveness of internal
control over financial reporting incorporated by reference in this Registration Statement from the Company's Annual Report on Form 10-K for
the year ended November 30, 2005, as amended by Amendment No. 1 on Form 10-K/A, have been audited by Deloitte & Touche LLP, an
independent registered public accounting firm, as stated in their reports, which are incorporated herein by reference (which reports (1) express an
unqualified opinion on the consolidated financial statements and related financial statement schedule and include an explanatory paragraph
referring to the adoption of Statement of Financial Accounting Standards ("SFAS") No. 123, "Accounting for Stock-Based Compensation" as
amended by SFAS No. 148, "Accounting for Stock-Based Compensation�Transition and Disclosure, an amendment of FASB Statement
No. 123," in 2003, discussed in Note 1 to the consolidated financial statements, (2) express an unqualified opinion on management's assessment
regarding the effectiveness of internal control over financial reporting, and (3) express an unqualified opinion on the effectiveness of internal
control over financial reporting), and
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have been so incorporated in reliance upon the reports of such firm given upon their authority as experts in accounting and auditing.

        With respect to the unaudited interim financial information for the periods ended February 28, 2006 and 2005 and May 31, 2006 and 2005
which are incorporated by reference in this Registration Statement, Deloitte & Touche LLP, an independent registered public accounting firm,
have applied limited procedures in accordance with the standards of the Public Company Accounting Oversight Board (United States) for a
review of such information. However, as stated in their reports included in the Company's Quarterly Reports on Form 10-Q for the quarters
ended February 28, 2006 and May 31, 2006, and incorporated by reference herein, they did not audit and they do not express an opinion on that
interim financial information. Accordingly, the degree of reliance on their reports on such information should be restricted in light of the limited
nature of the review procedures applied. Deloitte & Touche LLP are not subject to the liability provisions of Section 11 of the Securities Act of
1933 for their reports on the unaudited interim financial information because those reports are not a "report" or a "part" of the Registration
Statement prepared or certified by Deloitte & Touche LLP within the meaning of Sections 7 and 11 of the Act.
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You should only rely on the information contained in this pricing supplement and the accompanying prospectus supplement and
prospectus. We have not authorized anyone to provide you with information or to make any representation to you that is not contained
in this pricing supplement or the accompanying prospectus supplement and prospectus. If anyone provides you with different or
inconsistent information, you should not rely on it. This pricing supplement and the accompanying prospectus supplement and
prospectus are not an offer to sell these securities, and these documents are not soliciting an offer to buy these securities, in any
jurisdiction where the offer or sale is not permitted. You should not under any circumstances assume that the information in this
pricing supplement and the accompanying prospectus supplement and prospectus is correct on any date after their respective dates.
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