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Research Update:

Lehman Brothers Holdings Inc. Rating Lowered
To 'A' From 'A+'; Outlook Negative

Rationale

On June 2, 2008, Standard & Poor's Ratings Services |lowered its long-term
rating on Lehman Brothers Holdings Inc. (Lehnan) to "A from'A+' , and we
affirmed our 'A-1' short-termrating. The outlook is negative.

The rating action is in conjunction with our review of the gl oba
securities industry. (See "S& Conpletes Review O d obal Securities Industry;
Rati ngs Lowered On Morgan Stanley, Merrill Lynch & Co. Inc., And Lehnman
Brot hers Hol dings Inc.; Qutlooks Negative," published June 2, 2008, on
Rati ngsDirect.) The downgrade primarily reflects our concern that the pace and
extent of earnings inprovenent could be considerably nmore nmuted than we
previously assuned. Lehnman's earnings performance in recent quarters has held
up relatively well under current market conditions despite wite-downs on
troubl ed assets. However, with a first-quarter end in February, the effects of
a particularly difficult operating environment in March will only be reflected
in Lehman's second-quarter performance. Consequently, we expect a relatively
meani ngf ul deterioration in Lehnan's second-quarter performance owing to a
general |y sl ower business environnent, additional wite-downs on certain
troubl ed exposures, and the negative effects of hedges due to basis risk and
de-levering of the bal ance sheet. Although we expect wite-downs in subsequent
guarters to be nore nuted, given the extent of wite-downs to date, we are
concerned that persistent dislocations in global capital markets could further
wei gh on core operating performance for the securities industry as a whole.

Adj usted to exclude wite-downs and negative hedges, we expect weakness in
Lehman's operating revenues to be tenpered by cost-cutting efforts that shoul d
begin to positively affect the pretax margin in third-quarter 2008.

To respond to a nervous environment in which securities firms have cone
under pressure owing to their reliance on whol esal e fundi ng sources, Lehman
has bolstered its liquidity and funding profile. Managenent has and conti nues
to i npl ement a nunber of neasures to ensure sound liquidity and the ability to
neet funding obligations in a stressed operating environment. Overall, and
despite nervous market sentinent in recent nonths, Lehnman has maintai ned a
very stable funding profile, with an excess liquidity position and conti ngent
fundi ng plan that we consider to be sound. In addition, the Federal Reserve
has, in recent nonths, nade available to the U S. securities firns various
financing prograns (e.g., Prinmary Dealer Credit Facility) in which they can
borrow on a secured basis, using a wide range of securities as collateral
Al t hough these prograns have restrictions and nmay be only tenporary, they
nonet hel ess enhance Lehnman's and its peers' near-termfunding flexibility.
Nevert hel ess, this does not reduce Lehman's reliance on whol esal e funding,
whi ch coul d be adversely affected if there is a change in market perception of
the firm however ill founded.
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Outlook

The outl ook is negative. There are many uncertainties that could affect the
future financial performance of the broker-deal er sector. The ratings could be
lowered further if Lehman were to incur substantial |osses either as the
result of depressed business conditions or sizeable wite-downs. The ratings
could also be lowered if the firms ability to sustain potential liquidity
stresses shoul d weaken. Conversely, the outlook could be revised to stable if
Lehman' s operating performance rebounds to nmore normal |evels.

Standard & Poor's will hold a tel ephone conference call on Tuesday, June
3, 2008, at 10:30 a.m EDT to discuss this and related actions. The live
call-in nunbers for this call are (1) 210-795-1098 (U.S./all others) and (44)
20-7108-6248 (U. K. ); the conference ID for this call is 2029583, and the
passcode is SANDP. A replay of this call will be available starting about one
hour after the call concludes through Tuesday, June 10th; the replay numnber
will be (1) 203-369-1201

Ratings List

Downgr aded
To From

Lehman Brot hers Hol di ngs | nc.
Seni or Unsecured

Forei gn Currency A A+
Subor di nat ed

Local Currency A- A
Preferred Stock

Local Currency BBB+ A-

Lehman Brot hers Hol di ngs Capital Trust 111
Lehman Brot hers Hol dings Capital Trust VII

Lehman Brothers UK Capital Funding I11 LP
Preferred Stock
Local Currency BBB+ A-

Lehman Brot hers Hol di ngs PLC

Seni or Unsecur ed A A+
Subor di nat ed

Local Currency A- A
Preferred Stock

Local Currency BBB+ A-

Lehman Brot hers Inc.

Counterparty Credit Rating A+/ Negativel/ A-1 AA-/ Negativel/ A-1+
Subor di nat ed
Local Currency A A+
Conmer ci al Paper
Local Currency A1 A-1+
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Lehman Brothers Treasury Co. B.V.

Seni or Unsecur ed A A+
Subor di nat ed
Local Currency A- A

Lehman Brothers UK Capital Funding IV LP
Preferred Stock
For ei gn Currency BBB+ A-

Neuber ger Bernan | nc.
Seni or Unsecured

Local Currency A A+

Downgr aded; Ratings Affirmed

To From
Lehman Brot hers Hol di ngs Inc.
Counterparty Credit Rating Al Negativel/ A-1 A+/ Negativel/ A-1
Seni or Unsecured
Local Currency A A1 A+l A-1

Lehman Brot hers (Luxenmbourg) Equity Finance S. A
Lehman Brot hers (Luxenmbourg) S. A

Lehman Brot hers Asia Hol di ngs Ltd.

Lehman Brot hers Bankhaus AG

Lehman Brot hers Conmerci al Bank

Lehman Brothers Comodity Services

Lehman Brothers Equity Finance (Caynan) Ltd.
Lehman Brot hers Fi nance S. A

Lehman Brot hers International (Europe)

Lehman Brothers Securitites N V.

Lehman Brot hers Treasury Co. B. V.

Counterparty Credit Rating Al Negativel/ A-1 A+/ Negativel/ A- 1

Lehman Brot hers Bank FSB

Lehman Brot hers Conmercial Corp. Aisa Ltd.

Lehman Brot hers Conmercial Corporation

Lehman Brot hers Hol di ngs PLC

Lehman Brothers PTE Ltd

Lehman Brothers Securities Asia

Neuber ger Berman Inc.

Counterparty Credit Rating Al Negativel/ A-1 A+/ Negativel/ A-1

Ratings Affirned

Lehman Brot hers Hol di ngs I nc.
Short - Ter m Debt

Local Currency A1
Conmrer ci al Paper
Local Currency A1
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Lehman Brot hers Hol di ngs PLC
Conmer ci al Paper
Local Currency A1

Conplete ratings information is available to subscribers of RatingsDirect, the
real -ti ne Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at ww.ratingsdirect.com Al ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

www. st andar dandpoor s. com sel ect your preferred country or region, then
Ratings in the left navigation bar, followed by Credit Ratings Search.
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