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s 

Some of the statements 

business is conducted thrrmn-11 

111 

however, Lehman ~rr.th<>rc 

Brothers makes available on its Internet 
on Form 1 

in some cases these documents are not 
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I 
statements 

Lenman Brothers believes to 

statement 
l-IWHliP. on that site as soon as 
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I 
, man n it in i all 

• can tocus on our '"'"'"'''l"· 
legacy assets 

cunent 
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2 

core O.H'-'lHC)v 

Cl"l111-fYfl" one ot the 
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' 

• undoubtedly 

,.., "n1 n1 i H,-,rl tO 

JSC ns intact as 

• revenue run rate 

• 
~ Signi 

.. 
" Failures 

• 

"'d""',.,t..,rl at 1 1 
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investment 

I 
a!tec1ted on negative oubilcltv " it 

tum over 

J,v~ ..... lrnuo.-. levels 

on 

Ql '08 '08 

'08 as as a 

10.7% 

3 
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ew ' 

• P.hl'Yl':ln 's 

liquid asset 

f cl 

an avera!!e tenor of 41 

+ "Core" 

common to 

Target 

to l-/{:)ot"1T1f')1'"'\Q'f""'\t 
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consistent 

a 11 

a tan~et l 

a 

I 

$15 current .... ,.._><+,.--..-. 

r11"\YLC'UHTPYYll"YlPYlt and $116 vs. 

to 

to a COllSCfV<ltl\TC 

a 65+% 

4 
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+ There is a risk not a portion of IMD to create some and a currency 

+ 

asset deteriorates 

- Lehman two alternatives: 

of 

of 51 

Reduces Lvuuwu 

Increases 

20% IPO 

Reduces Lenman 

Q3 '08 '-'""f-''''"" 

A strategic 1mrc>ctrw 

portiOns of the IMD bus mess 

following Imr,act:s: 

HUH1Vll tO HU111UH 

nrP-T<lV income to $300 H11111V11 

$1.4 U1111U11 

rf'YYI~Jn strong, iUUiULU.i,ULH6 our on a PTIDST)ec:tnre 

address 

ot~-s-tr'att~gic investors an investment Lehman 

- The of a 51% interest in IMD 1uwc;1>:> vUjJH<H can P'Oterttlall 
"Core" Lehman 

I 

a 

an mvestme:nt 

Series Q P converts from to common 

at an attractive Issuance vlUUHlvv Lehman, s to Permanent '--'"-J!llU-1 

- We uuuu,_,..., our capital next week share a of 

+ Lehman remams committed to .,.,, em IT necessary camtal 
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5 

you 
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• 

11 save <'11"'\r"'l4AVl'Y"'-,., 

lniti 

• 

I Mrmrrgcment (Neuberger rrnd LBAM) rrnd P!M 
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6 

$0.68/year 

of 

returns 

of 

I 

we are vVI!.L!U\.dH 

LBHI_SEC07940_747785 



FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

a I I I 

LBHI_SEC07940_7 47786 



• 
pl in 

SEC for Establishment of Listed 

• Not a business transfer requiring three years of financials 

• Not a fair value 

• No 1940 Act ication required 

• Form R-1 0 

Business Model: 

• Cilsh now forecasts 

• Draft halilncc sheet 

• F& y l"C\'IC\\' 

Consents: 

• Determination rPnnirPrJ consents 

necessary consents 

Funding: 

structure for cvnri"'"t'"" 

nf seller financing 

& 

M::~n::~rrf'mPnt structure 

• Transfer of ~r<'Pt•o/l,,,...,,t,r\n/('11ci(1,fi\l 

• Board structure 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

structure by leading 

Status: 

• Agreed with SEC 

• Agreed with SEC 

• Agreed with SEC 

• Target end of Octooe1 SEC review of 1 month 

Status: 

• Complete 

• Initiated 

• Initiated 

• 90+% reviewed external counsel 

• Not started 

Status: 

• Term sheets drafted 

• Not started 

• Initiated 

• Initiated 

• Not Started 

7 
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+ For U.S. and Europe, 1- and time decline in values for each 

that Lehman Commercial Real Estate will own. 

Data sourced from Property & Portfolio Research in u.s.· and PMA in Europe, leading commercial real estate 
rcse<1rch and valuation covers every market where we own CRE assets 

1990-2006 time used encompasses the severe commercial real estate recession of early 1990s 

+ Asia nronertv values are stressed 10% for 1-year and 20% for 

• declines for each ~-.n~.n-1l·u 

will he included in the ComrlaniV 
to the current mark-to-market value of every nronertv that 

rPnrP~Pnh: severe stress case since: 

Stress to the <1lready marked-down value of each Lehman asset, not the original face value 

Since maximum nronertv nrice decline occurs in the 2 years the market 
rPI'IrP<,Pnt<: an aggressive incremental decline from current levels 

Assumes markets for each in each decline simultaneously to worst case levels 

Historical exnerience su2:2:ests timinr:>: of declines across property types and region can vary 

throwzhout entire decline and sell at cycle bottom rather than the period 

concentration charge on overage 100% for 20% for debt 

scenario to account for fact that we are 
current downturn is driven different fundamentals- e.g., substan 

to which each region, has fallen from the market peak 

This the decline falls between the 1- and scenarios and the most realistic 
"worst case" around the Comnanv's incremental exposure, the current environment 

+ Determine of the maximum decline in values on each asset to be transferred to Lehman 
Commercial Real Estate based on: 

OOTF'O,tP Lehman Brothers exposure to that nrr.nPrhr 

fJ~hman's position in the overall structure 

8 

I 
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;\rmtmcnl' flee I 'Y! I -4.51% -4.51% Dec 1992 -R.04% 

lndustri~l Dec 19'! I -74')% -7.4'!% Dec 1992 -13.64% 

Ofllcc Dec 1991 -IG 5.1% -20.00% Dec 1992 -27.03% 

Retail Dec 1991 -7.4i\% -7.43% Dec 1992 -14.08% 

II ole Is Dec 200 I -16.60% -16.60% Dec 2001 -14.30% 

Land Dec I 991 -24.30% -20%& -35% Dec 1992 -36.10% 

Data Source: Property & Portfolio Research (PPR) provides historical time series 
data for 54 Metropolitan Statistical Areas across property types. PPR data is derived 

·lnriina real estate analytics providers, appraisers and real 
estate brokers. 
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Apartment, Industrial, Office and Retail Real Estate 

1 Year & 2 Year Returns 
1989 - 3/2008 

1 Vr Max Decrease: -9.0'% 

2Yr Max Decrease: -15.7% 
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a Eu mum I 
in ............................. , 

· " ,· · -RaXri•u•l•lit~iea!I!BussB. ', -

Furope 

\ IK Development Dec I <)92 -lo.R4% -loR4% Sept 1992 -29.48% 

IJKOrfiees Sept 1992 -2o.ll% -2o.11% June 1992 -41.39% 

France Office Scrt 19<)3 -15.2(i% -15.2(i% Sept 1993 -24.01% 

Sweden Retail Sert 1992 -23.70% -23.70% Sept 1992 -34.60% 

;\ ptl! nd/Officc/Rctai I Sept 1992 -18.71% -18.71% Sept 1992 -30.71% 

Euro ;\II Proncrtv ;\ v12. Dec 1992 -8.42% -8.42% Sept 1992 -15.38% 

Asia Stress Assumptions: The 1 Y car stress assumption is -10% and the 2 year 
stress assumption is -20%. The "Through-the-Cycle" stress assumption is -20% 

since Asia is at the early ,stages ol the downturn. 

80% 

60% 

40% 

20% 

0% 

UK Development 

1 Year & 2 Year Returns 

1981 - 2005 

-20% i +-----!Yr Max Decrease: -16.8% 

-40% 
2Yr Max Decrease: -29.5% 

0 0 0 0 - N N N N M M M M ~ ~ ~ ~ ~ ~ ~ ~ ~ 
S"~a:"S'~~o;'o;'~~~~~~~~~~~o;--~~~a;-~ 
d § 2-~ a 3 e-a:5 ~ § rr-~ ~ § fr~ a§ fr~ a§~~ tB ::;;:,_,(/)o::;;:,_,(/)o::;;:,_,(/)o::>:-,(/)o::;;:-,(/)o::;;:.....,[/)o::>: 
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80% 

60% 

40% 

20% 

0% 

-20% 

-40% 

80% 

60% 

40% 

20% 

0% 

-20% 

-40''/o 

France Office 
l Year & 2 Year Returns 

1981-2005 

ne~~re:lse: -15.3°/. 
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Ill Asia 

Gil 

Ill A me ric<ts 

t -year Stress 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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$7.9B 

$7.4B 

Stress CRE.Com I 

1 l 

+ Americas 

- Non-land -72% 

Land (2nd & -70% 

- Land -54% 

- Non-land (Equity) -38% 

- Non-land (2nd & Mezz) -22% 

• 
-97% 

-65% 

2"rl & Mezz. -39% 

+Asia 

- Mezzanine -37% 

-25% 
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e 

Land 

First 
2nd & Mezz~ninc 

Equity 
Total Land 

Other !'ropcr·fy 1\pes 

Firs I 
2nd & Mczz<minc 
Term Loans 
CMBS Securities & Hedges 
Equity 

Total Other Property 

Total Americas 
Europe 

First 
2nd & Mezzanine 
CMBS Secmities 
Equity 

Total 

a 
First 

Mezzanine 
CMBS Securities 
Equity 

Total Asia 

TOTAL GLOBAL REAL ESTATE 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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3,160 (181) 

472 (276) 

462 (176) 
4,094 (633) 

3,934 (130) 

3,204 (422) 

2.214 (344) 

670 
1,365 (226) 

3,256 
14,643 
1ll 717 

3,257 
675 

3,462 
414 

853 

I 8,661 (768) 

3,560 (!54) 
370 (97) 

811 
575 (99) 

5.316 (349) 

32,714 (4,686) 

12 

s . 
I 

-6% -7% -12% 

-58% (252) -53% -70% 

-38% (148) -32% -54% 

-15% (627) -l&:i% -24% 

-3% ( 116) -3% -4% 

13% (406) -13% -22% 

-16% -16% -16% 

0% 0% 0% 

-17% -17% -38% 

-56% -61% -72% 

-20% -21% -28% 

_JQ% -20'% (5.080) -27% 

-1% -I% (247) -8% 

-12% (83) -12% (266) -39% 

0% 0% 0% 

-37% (155) -37% (270) -65% 

-58% (496) -58% (824) -97% 

-9% (768) -9% (1,607) -1 

-4% (404) -11% (404) -II% 

-26% (138) -37% -37% 

0% 0% 0% 

-17% (145) -25% (145) -25% 
-7%, (687) -13"/o (687) -13% 

-14% (5,156) -Hi% (7,374) -23% 
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. 
s s 

uce . I 
s n exoosure 

23.9 

llnfumlcd I 

10.0 

Funded 

4()07 I ()!lH 2(XlH J()'lH 200') 

+ Combination of sales I roll-off 

• exposures well 

diversified 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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51.7 

4Q07 1 Q08 2Q08 3QOS 2009 

+ lnnited to not 
transferable to 

+ RemaininQ business focused on 
fund on:gmatJcm 

13 

32.1 31.8 

17.4 

5.6 

4Q07 I Q08 2Q08 3QOR 200'l 

+ Pro-forma for bulk sales of ~$6B in 
tUrOCie in '08 

+ Tradin!I business active and focused 
on market with asset 
turnover 
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I 
I Eu 

hman 
n bulk sa are in II n uce 

I exoosure 

+ Saleof:'lelllor 

lA 1'""\1 P.l't:lC' of 1,.1£"\rtrr., 1 1.1 to be sold 

of 

or third 
ails: 

not work1 on any other 
. on an 

+ Sale of Dutch 
... ~ -

FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

th 

reverse reoo. sweep 

of 2008 

portfolios at 

abi to 

all residuals 

14 

awav at 

by 
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I'S 
Prime/Alt-A 

Vv'holc loan~ 

;\;\;\ securirics 

11111110 

Subordinates 

Total Prime I Alt-A 

Non-Prime 

\Vhn lc l,o?~n:.: 

Securities 

Total Non-Prime 

Servicing 

Reverse Mnrtgages 

Residuals 

Scratch & Dent 

118S CDOs 

Total US 
Europe 

\Vhnlc ln.1nc: 

Iii< 

l:clilnrl 

Ncthcrl;mrl.c: 

Italy 

NPL 

Euro.pe Wholeloans 

Securities 

Residuals 

Total Europe 

Asia (.Japan /Korea) 

Whole loans 

Securities 

Total Asia 

20 2008 

t . 
lnt ~atue f'M 

2 4 

4J 
0 5 
4.7 

12.0 

I 7 

] ~ 

5.4 

I 7 

Oii 

0.0 
0.9 

1.8 

23.3 

2 4 

() 3 
I) 

(! 2 

O.ii 

4.0 

5.7 

0.4 

.10.1 

0.5 

0.2 

0.7 

2.1 8ii.6 

3.4 7R.3 

05 

I s 3 7 3 

7.7 64.6 

1.1 o3.2 

ry 50.9 

3.0 54.7 

1.7 

0 6 99.1 

0.9 

0.4 43.4 

0.6 35.0 

14.9 64.1 

2 2 88 ry 

0 3 07.3 

0 4 98.5 

0 2 89. I 

0.6 

3.7 92.2 

5.3 91.8 

0.4 

9.3 92.3 

0.5 100.0 

0.2 87.8 

0.7 96.4 

!Jtotalilteslill!llt'llll ',, . ' \ /' , · 11'1::1'- ,. '!!1.11' · Mi ;~ 
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. . 

30 2008 

IVIJ(t Arlee lace Yatue 

1.8 

2.4 

0.6 

4.8 

9.6 

15 

3.4 

4.9 

1.7 

0.7 

0.2 

0.5 

1.7 

19.4 

2.2 

() 3 
() 

0.2 

5.2 

0.3 

8.8 

0 7 

00 

0.7 

1.2 65.9 

.3 54.5 

0.6 

1.0 21.3 

4.1 42.7 

0.6 41.5 

I .1 32.5 

1.7 34.4 

1.7 

0.7 95.9 

0.2 

0.2 414 

0.5 28.6 

9;1 46.9 

1.9 87.2 

0.2 85.5 

0.1 90.2 
0 1 74.4 

4.6 88.7 

0.3 

7.8 89.1 

0.5 66.8 

0.0 100.0 

0.5 67.1 

' Uk~' ,, If•!~ r!Dll · 

30 2008 Proforma 

IVIRt RtiCI 
F!ace ~alue 

1.8 

2.4 

0.6 

4.8 

9.6 

1.5 

3.4 

4.9 

1.7 

0.7 

0.2 

0.5 
1.7 

0.5 

OJ 
0.0 

0.0 

0.6 

1.4 

0.8 

0.3 

0.7 

0.0 

0.7 

12 65.9 

1.3 54.5 
0.6 

1.0 21J 

4.1 42.7 

0.6 415 

.1 32.5 

J. 7 34.4 

1.7 

0 7 95 9 

0.2 

0.2 414 

0.5 28.6 

0.5 87 8 

0.2 85.8 

0.0 

0.0 74.4 

0.6 

h3. 

0.6 67.6 

0.3 

0.5 66.8 

0.0 100.0 

0.5 67;1 

· Z2l1 . · n.s , s!.tx 

15 

-42% 

-61% 

8% 

-42% 

-47% 

-40% 

-45% 

0% 

16% 

-76% 

-47% 

-21% 

-39% 

-79% 

-18% 

-100% 

-92% 

-89% 

-27% 

1 o/o 

-97% 

• During the we lowered our 
marks to reflect the r~;r·t.-,.rN,rl 

nature ofthe residential mortgage 
market 

These pnces assume 
considerable further 
deterioration in ·~"··tr .. ·n• "'.'""' 
that may or may not actually 
materialize 

• Portfolio reduced to under half its 
size from 02 '08 levels 

• Remaining $11.8B exposure 
hr<<:>nthr rl1""''"";t;,,-l with 

_ IOs and 
reverse mortgages and another 
$3bn in non US assets 

• Reduction in credit-sensitive areas 

Non-Prime down 43% 

Prime Subordinates down 42% 

Residuals down 76% 

I 
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1 
. . 

• Our ove1·all exposure to residential is down to $U.8bn from $25bn with I 
about $3hn in assets like lOs and reverse rnn.-fn<>rr"'" 

• The mark down on the book has been over 20 

• The base-case return on the US is l2%1 with 50% defaults and 30-35% recovery in a 

scenario where drop 32% peak-to-trough at a national level (1 7% to with 

+ For a 0% we need 80-100"% of the borrowers to default with a 35% recovery 

+ Loans marked at 66 and securities marked at 55 

• Assets eam 10-12% under basecase assumption of 40-50% defaults on assets and need 80-

100% of the borrowers to default for 0% 

+ Has 3 comnonents 2005 and earlier 2006 and later (38%) and NPL securities (3 

• Pre 2005 subordinates are marked at post 2006 subordinates marked at 9 and NPL securities 

to a loan value of 45 are consistent with market ,-,hcPn'" 

• Loan balance of $1358 -- 25% fixed rates, 50% ARMs and 25% ARMs 

+ There is a amount ofsubnrime and second-lien""',_";,..;.," 

+ The average multiple is 3.9x TO stream which is conservative in the context ofwhere banks hold the 

asset 

• Loans with an average LTV ratio of 30%. Even with a 

recoveries should be close to 100% 

+ Assets with similar credit risk 

at L 

+ in loans UK and 

06-1 are trading at 

$600M in 

+ The average LTV of loans in UK and Ireland is in 

• Current consistent with recent sales 

16 

in home-nnces. 

-'VVDns. where these are 
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. 

uai:n;; case rn 1 L + ult .. ~ ....... IE' 

I 

• Pr>rnTPl"lPC are modeled at 

• earn 

Market Base Case 
Sector Price 

Value ($B) Yield(%) 

Prime/ A It-A 4.1 42.7 14.2 

Non Prime 

Seconds 0.5 41.8 14.6 

HELOCs 0.3 64.3 20.4 

Others 0.9 21.9 14.5 

Non prime 1.7 34.4 15.3 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

Its need to nrmnnmP defaultS Jleed tO 

Collateral Defaults 
60+ Delinq 

(incl. Defaults) Defaults as a 
Balance) 

(%) 

Base Case To Earn To Earn Base Case 

L + 600 L + 100 0% Yield L +600 

43.5 63.2 79.4 17.7 2.5 

70.2 75.9 79.0 33.7 2.1 

25.9 71.4 85.8 16.0 1.6 

59.2 73.2 87.0 19.2 3.1 

57.2 73.7 84.5 23.0 2.5 

17 
'-... 

70-75%. lS 

of 60+ Delinq 

To Earn To Earn ~c_,::J 
L + 100 0 o/o --'- '-' 

3.6 4.5 

2.3 2.3 

4.5 5.4 

3.8 4.5 

3.2 3.7 
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u li uen are n 
an "'llf-f .. "'ll,..f.iun uinl....l 

• 's 

returns 

6(H- Dclinq. 

J:;n/n 

30% 

2~ r;;l 

20'Yo 

1 ~ 0;;1 

I 0"/o 

f:,n/rl 

()% 

I 13 I /07 4/30107 

......... Sector Primr/Alt-A 
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7/31/07 

!.Ell Prime/Alt-A 

. 

I 

rest even 

10/31/07 1/31108 4/30108 7/3 11011 

Scrtor Sub-Prime Um Sulrl'rimc 

18 
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"-PHP!•lties 

• l'tl1"1111>1l rr>JTPC!"\I>nfic to a 

Original 
Home Value Loan Value 

$400K $320K 

Sale Price $300K 

Broker Fee !5.0 

Advances 25.6 

Other Expenses 5.0 

Proceeds from Sa 1c 254.4 

Recovery 80% 
--

lts 

• Based on our 

foreclosures I 

• a 

about 10 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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I 

at $1 or 40% of 

across Home Sale Price 

$250K $200K $150K $lOOK 

12.5 10.0 7.5 5.0 

25.6 25.6 25.6 25.6 

5.0 5.0 5.0 5.0 

206.9 159.4 111.9 64.4 

65% 50% 35% 20% 

12% ), we estimate aggregate 
next4 

::1 o-crrp(r::Jtf' ton~clc,sures I be 

to( 

19 
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it II com re com su ue 

• its ' 

LEH MER MS GS 

Net Le\.€rage 16.0x 15.4x 12.1x 11.1x 10.9x 15.2x 12.8x 12.8x 

Tier 1 Ratio na 10.3% 10.7% 11.4% 

I 
11.0% 

I 
7.6% 12.4% 10.8% 

Less Liquid Assets 2 

Residential Mortg. 32 32 25 17 10 55 19 15 
Commercial Mortg. + RHS 52 49 40 33 5 22 16 17 
Other ABS /COO 6 7 7 5 3 26 18 6 
HY Acquisition Finance 24 18 12 7 6 8 13 22 
Private Equity/ Principal ln\.€stments 4 5 4 4 4 4 15 29 

Total LLA's 118 110 88 66 28 89 

Le\.€1 Ill Assets 39 40 38 35 23 

(!I r .\jnnnf( C1prrtrd mpitrrl mising nnd n 5 I% Snlc n( Asset Mnnngement. !'!M, nnd Alternatives lmsincsscs 
'()8 

58 69 78 

Rr.l!drnl!nl rrnd (nmmcrcial nrc rr:portcd nn rr 'net hnsis' nnd incbtdcs positions held in bonks. Other ABS includes Super Senior ABS!CDO Gmss Longs and SecondmJ• 7i·ading 
A B.Vt:r;n Net. A II A liS/('{)() indudc Resi nnd nnn Rrsi pnsitinns. ns MER these positions/rom straight Resi and Commercial positions 
MS- Residentinl nnd Cnmmcrcinl ore has is' held in First Rcrmhlic and nthcr hnnks. Other ARSICDO includes hath Rcsi and non Rcsi positinns. ns 
,'WS scparntcs these pns1.tions from 

3 GS · Rcsirhmtinl and Commercial ore bnsis . is the difference between Total Mortgage and A BS disclosed and the disclosed Residential nnd Commercial 
Mortgage positions. f'rivnte Eq11ity in SMFG and !CBC 

I 
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curre n arou a I 

ma i a 
lines 

(,0 30 

:'0 25 

20 
~() 

IS 
J(l 

10 

20 

10 () 

-5 2005 2006 21l07 

2fl(l(, 2007 200!'l -I 0 

-1 s 
., ~l&r\ ('omplcfed Fqnify 'l~rl<!'l' Debt 'l~rkcfs II!Equif)' lied(!c f)nnging Marl;cf> l'.nnf Drivrn 111111§&1' :;no H(~lafivr Value 

. 4.000 14,00() 

';',')i)r) 12,000 10.3 
0 10.0()(1 
~ u 
;:g ~ ?.500 i: R,OOO 
V) 

l(,(l()(l 6,()()(1 

11,500 4.0011 

11,000 2,000 

0 

2006 
s&r soo -- DJIA 

lnstit11te) Indices Annual !nvestment Returns 111 Trrasurics 
2 l'ass-thrrmgh.<. Increasing vo/wnesfrom 21!n 7 to I!! 2008 demonstrates investors risk-averse and flight Ia quality behavior 
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hman's ' ma i 1 a I 
.-+ .................... n-an prior rs. na increasina 
+ 03 revenue declines are .-..·,w·w· any Dl"1"'"..,'"""'" 's 

core franchise 

1 J 16 14.6 

I~ 13.2 
12.2 

1 z 
0 

g 
11.1 

(j 

lfl 

200(, 2007 y·m :\ug 13 2006 201!7 Yln zoos 

(; 
5.2 

2110(, 200 7 y·m A11g 21 2006 2007 YTD Aug 21 
-'\nnonnrcd ,\1&-,1 Cor1lf1lrtrd 

lJ,~Jmsnn r n;;;~-;c;,r 7-I/; data ts 
IIIII E<jnily "nrl Vquity J{rlatrd High Crade Drhl High Yit•ldDdlt 

hrcrllncnmc · Fcdcm/ Ncsen•e Bank o(NV: all dar a Equtty- Applicnb/c exchanges and f~chman Brothers. nil data is calendar year, YTD is through .!11ne 30, 2008; NYSE share dnta is no/ 
shown nr used externa!lv d11e In chcm;;;e 111 mcthndnlogy with no restatement q( history 
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hman mai overall rna ip a In r- t"'U"Y\ o 

• Over<lll Market Share from 11 .6% to 12.4% 

• 
• Consistent 'rwPf'OHTP Qtt(llity Cl very wide 

• Overall Footprint2 

• Top 3 Relationships 2, increasing rank from previously 2nd 

• Lead Relationships2, increasing: rank from oreviouslv 2nd 

• , a new category 

+ E-Trading nPnPir"t'r"'L 

Ifill 
X7 

N~ ~4 S7 sr, R7 

lllla:t'l!!:! 
7_<; 

50 

2!' 

·o~ '()(, '07 'OR 
IIIII I-ll llnl Prer 

I conrlllcicrl March- April '08 

h 
noorc:1 

I~ 

! !,() IUl 
12.4 

I 0 

f'i 

0 

'llll 

• #I overall each year '04 - '08 

score of Best Peer (any period)< LEH's lowest score 
f",,.,..,nt period) 

• No score in any period 

All US B!O peers have had negative scores 

2 of those peers were negative in each year '06 -'08 

• #lin sales nast two years 

score of Best Peer in '08 < LEH's '07 score 

Dealer and rhe same in each depicrion; under a confidentiality aJ?reement with Greenwich, LEH is riot allowed to disclose the names of any peers 

23 

I 
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t 
man cl revenues remain rou com a I 

mu 

111 rrn 

D TBD 
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1.44x 

24 

1.72x 1.68x 

1.4lx 1.38x 

!) Q3 drlln represents QTD through 8121108 extrnpo/nled from 58 to 64 trading days. 
2) Q3 dntn represents QTD through RI/4/0R exlrnpo/nleJ! ft'om 53 to 64 1m ding days. 
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S millions QJ 2006 

$900 

ssoo 

$700 

$000 ~55 

5!7 

s~no 

$400 

SJOO 

l9S 215 
szoo 

127 127 132 

SIOO 

so 
Ralt~s. FX & Credit Securitized Other F'ID 1 

Fixed Income 
Other F!D inc/11{/cs. Un !'rime Scn·ircs. Real Estme, M11nie~jwls. FfD Corpomte 
Other Eq11itics inrlurles Equities Primr Services, Convcrtihles and Equities C(}/pomte 
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QJ 2007 IIIII Q3 2008 

762 

s.n 

273 

E'Xeeution St•rvices Structm·ed Other F'.quities 2 IMD 
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nki 

+ $15.88 China Unicom to sell its CDMA business to China Tel. 

+ $9.0B Tcva Pharmaceutical to acquire Barr Pharmaceuticals 

+ $8.0B Muharlala Dcv'p Co nartnershin with General Electric 

+ $5.38 Staplcc; lo <1cqnirc 

+ E4.98 Credit Mutuel to Citibank Deutschland 

+ $3.88 China Oilfielrl Services to acquire Awilco Offshore ASA 

+ $3.6B Sun Power to spin-off from Cypress Semiconductor 

+ $3.3B Plains Exnloration to acauire 20% in CHK leasehold 

+ $2.9B CVS to acquire Longs Drugs Stores 

+ $l.SB Vestar I Huish to acquire Unilever's N. Amer's 

+ $6.98 rights offering for 

+ E5.9B capital increase and offering for Credit Agricole SA 

+ $1.3B follow-on offering for XTO Inc. 

+ $0.8B follow-on offering for Petrohawk >-<nPro•" 

+ E0.3B TPO for Caja Mediterraneo 

+ $0.3B follow-on offering for Energy Transfer Partners LP 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

ro 
across all 

in prem 
a 

+ $5.0B senior unsecured notes for Time Warner Cable 

+ $3.5B benchmark notes for Fannie Mae 

+ E3 .OB benchmark notes for Republic of Portugal 

+ $2.3B multi-tranche offering for XTO Energy Inc. 

+ $2.0B multi-trance for Telecom ltalia S.A. 

+ $1.5B dual-tranche offering for Deutsche Telekom Int'l Finance 

+ $1.5B eurodollar bonds for Hellenic Keoubllc 

+ $1.0B unsecured 3yr FRN for IBM 

+ State of mandated as asset manager for SPY Seallnk; a 

E16.0B mandate to manage a portfolio of structured finance 

securities 

+ Eurotunnel; LBAM mandated as cash manager 

+ Lanxess LBAM mandated as cash manager 

+ LBMB agreed to acquire Angelica Corporation 

I 
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nual Prime ces cl revenues in are n'"'" .. ""''"""' 1
'' 

I 

h 

.'j; millions 

2.1Hl0 

uwo 

1,600 

!,400 

1,200 

I ,000 

goo 

(,()() 

400 

200 

0 

2007 

111 Clr8ring & EH·rntinn F.qnity Fin~n<'ing 
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20011 (YrD Annunlizcd) 

Synthetics 111 P'uturcs Cr·cdit financing 1111 Liquid Marlicts Firwncing Glo!101! Structured Arh 
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~_.._~~~ 

nces due d It I 
n 
in balances 

declines 

• In spite these difficult market condi the Firm has ~~",.;""arl 

$bn 

175 

150 

125 

100 

75 

50 

25 

0 

Prime Services YTD while only 

00 
p 
N 

a 

01 
c 
·~ 
> 
(\) 

a; 
0 
t: 
~ 
() 

0 

a; 
()) .c 
:0(5 
.~ ~ 
"' '-()) ()) 
'0 ~ 
c _!!! 
::l(5 

u 
I Nct-Mow:-Outs - Gainers- Mnvc-Outs 
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<Jl 

:; 
0 
()) 

> 
0 
2 
Q; 
z 

M 
;:::: 

28 

Count 

150 

HlO 

50 

0 

. . 
altl10IUQ:h mcreasmg on 

its presence by adding 125 net new cl to 

Q2 '08 
Q3TD YTD '08 

Ql '08 
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I 
run revenues 1 

core II 

• run rate revenues is rlri""""' .,....,..;rn.-. ... ; 

F¥2006 

$millions Qrtly A>g 

FID 2 440 
Global Rates 334 
Foreign Fxchange 76 
High Grade Credit 210 
High Yield 267 
CDO 112 
Securitized Products 642 
Real Estate 529 

Commodities 7 
Municipals 101 

Prime Services 161 

EQuities 1.040 
Liquid Markets Americas 299 
Execution Services Europe 131 
Execution Services Asia il 

Total ES/Liq Mkts 481 
Global Volatility 228 
Convertibles 54 
Equities Strategies 76 

Equities Prime Services 200 

mn 519 

IMD 334 

Other (162) 

Run Rate 4,170 

Camp 2,167 
NPE 752 

I Pre-Tax Income 1,251 

I. Other includes F!D C01porate and Equities Corporate business lines, which include Banking offsets 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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slowdown as as 

F¥2007 m zoos Q3 2008 
Qrtly A>g <;lrtl)' Avg Estimate 

2 295 2 327 1.749 
427 628 315 
91 121 172 
172 443 418 

239 346 24 
166 % 61 
311 337 486 
559 (166) (67) 

68 103 99 
60 94 (14) 

204 326 256 

1 596 1 339 703 
391 493 286 
198 178 122 

75. Jll l!l 
664 752 446 
465 82 (48) 
34 55 (33) 
141 105 78 

292 345 259 

670 520 490 

417 433 429 

(173) 121 (15) 

4,805 4,741 3,355 

2,373 2,083 1,950 
938 1,048 975 

1,494 1,610 430 I 
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FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

I 

LBHI_SEC07940_7 47812 



man's ' on u I a 
sa across 

• 
$ hillinns 

Run Rate Revenues 

Residentials 

Commercials 

Other ABS 

HY Acquisition Facilities 

Total CJToss Writedowns 

llerlges 
I 

Defensive TrMling 

Principal Investing 

Net Revenues 

Compensation and Benefits 

Non-Personnel Expenses 

Total Non-Interest Expenses 

Pre-Tax Income 

Income Taxes 

Net Income 

Dilutive EPS 
I Includes debt revaluations 

--- ------ ...... 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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Q3 '07 

5.3 

(1.6) 

(0.3) 

(0.3) 

( 1.3) 
(3.5) 

2.7 

(0.2) 

4.3 

2.1 

1.0 

3. I 

I .2 

(0.3) 

0.9 

$1.54 

Q4 '07 Ql '08 Q2 '08 

4.4 5.3 4.2 

(2.2) (3.0) (2.4) 

(0. 7) (1.4) (0.9) 

(0.6) (0.2) (0.4) 

0.3 
(3.2) (5.3) (3.9) 

2.4 3.4 0.3 

(0.7) 

0.8 0.2 (0.5) 

4.4 3.5 (0.7) 

2.2 1.8 2.3 

1.0 1.0 l.l 
3.2 2.8 3.4 

1.2 0.7 (4. I) 

(0.3) (0.2) 1.3 

0.9 0.5 (2.8) 

$1.54 $0.81 ($5.] 4) 

30 

Estimate 

Q3 '08 

3.4 

D . L 
['\.-(,... ') 

(0.2) 
(7.5) 

2.0 

(0.7) 

(2.9) 

2.0 

1.0 

2.9 

(5.8) 

1.9 

(3.9) 

($5.90) 

I 

{,A) 
.) 
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Whole loans 

1 

Other 0 
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l 

21 

0 --

31 

I 
.-.-..... ,.....,...,=nee 

$277 $1,138 

577 350 2,842 

65 0 

0 
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and nee s n in 
I 

n n 

• . . 
wn 111 '08 in al 

2005 2006 2007 

nrr fiD-rlnv {Jilts rlelinqllrncics nnrl Clm11tlnti,•e defmtlts ns n %of nriginnl bnlnnre of the rnnl. We show monthly changes in this CNP for li I 2D()fi originntionsfnr 
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• 

• 

• 

tly 

altA and 

COUSlll 

whi 

AAA 

Subs 

+ Given tile 1 s nsK. we 
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I 
to 

ritY\1'\l'\~>ti 4 

(21) (ll) 

(18) (9) 

LlV1tsA, smgle name 
in noses cnauen12es as 

lUVII'VU 3 

111 
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c 
ur ure E co nues ine s n sa in q 

+ Sales have at 1 close to our 

Deviation t'ln 

from mark 

sr 

60 i 

40 

20 

I 

0 j 

70 
()D) 

(<ln) 

(CO) 

• 

• 

CD 

• 
- ·-• 

• ++'\; • 80 

(DB 

On a weighted average, the Firm sold positions within .60 of the 
mark prior to sale 

Outliers: 

mark 94.5 vs. 93.9 average sale price) 

and 

(A) REO sale in Asia (93 over the current mark). which 

was reouirecl lo he he lei at the lower of cost or market 

REO sale in Asia points under 

~$700K result in£' in a loss of onlv $400K 
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which was for 

34 

been a result 

Americas Top 10 

Position 
SunCal (excludes $27mm taken by IMD) 
Archstone (excludes $15mm taken by IMD) 
Beacon Ill Bridge Mezz 
PLF LB Syndication Partner LLC 
Austin EOP -Various B notes 
237 Park Bridge Mezz li 
PCCP LB Mountain House LLC 
Rosslyn LB Syndication Partner LLC 
25 Broad 
Commons of Mclean 

Total 

Europe Top 5 

Miscellaneous Whole loans & NPLS 
Miscellaneous bonds 
Coeur Defense (excludes $6mm taken by IMD) 
Rock point 
Octopus 

Total 

Asia Top 5 

Cowboy (Retail Properties) 
Japan PL- Kyoto Karasuma markdown 
Project Tada 
Crescent 
NCC Halchi MTM 

Total 

I 

Deb!/Equity Am! 
Debt/Equity ($212) 

Equity ($110) 

Debt ($100) 

Equity ($73) 
Debt ($50) 
Debt ($67) 

Equity ($41) 

Equity ($40) 

Debt ($40) 
Debt ($35) 

($768) 

($34) 

($28) 
Equity ($55) 

Equity ($29) 
Debt I Equity ($25) 

($171i 

($50) 
($16) 
($9) 
($5) 

($5) 

($85) 
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In we u ing d on inesses in secu r I 
I) dict'roti 

~rrnT1nP the tUtUre f1 

Net "/o Associate & 

11/30/07 6/30/08 Reductions l Pro Forma from 6/30 Class 2 9/15/08 

Fixed Income 3,467 3,012 2,750 (9%) 203 2,953 

2,427 2,332 2,168 (7%) 160 2,327 

Prime Services 699 686 622 (9%) 51 674 

l nvestment Banking 2,537 2,275 (178) 2,097 (8%) 324 2,421 

Investment Mnnaucment 3,035 2,877 (40) 2,837 74 2,911 

111 125 (18) 107 0 107 

Front Office cx-Mort1!:~gcs 12.276 11.307 10.581 812 11,393 

Mortgage Capital·' 4,419 2,692 (1,209) 1,483 0 l ,483 

Front Office 16,695 13,999 (1,935) ] 2,064 812 1 

IT 4,860 4,909 (!58) 4,751 (3%) 91 4,842 
Operations 2,422 2,625 4 2,629 0% 94 2,723 
Finance 2,193 2,163 51 2,214 2% 53 2,267 
Core l!R 423 412 396 (4%) 4 400 

I A uci it 836 837 12 849 1% 14 863 
C01v 1,120 1,076 778 3 781 

Total Cornorate 11,854 12,022 (405) 11,617 259 l 1,876 

Total Firm 28,549 26,021 (2,340) 23,681 (9%) 24,752 

I. Incl. completed reductions & fh()sC targeted hy 91151()8 as we{{ as tmnsfC'rs, ripclinc 

35 
acti,·ity and replacement hires. 

2. Includes nil analysts and associates who wifl he joining after 6130108, 
3, Mortgage Capital net red11r:flons ;nr:!ude Q4 pipeline, 

FOIA CONFIDENTIAL TREATMENT REQUESTED LBHI_SEC07940_747818 
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2006 

07-2 

--lo:XtJC<'tcd 

200S 

• 

• 
• 

20 

15 

IU 

5 

0 

-5 

-Ill 

-15 

-20 

20111 2002 2004 20(1(, 200S 

balanced busmess mix 

1\llnltmiP d1stmct and 

115mauuu busmess to 
secondary trarlino 

1-h•n;>t;""' valuations core rvwt+rdu-, 

sector ,...,W .... Hl)": 
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+ FX ~,5,llul.am currency movements 

• bid-offer spreads limited volume reductions 

• imorove more than 20% with credit 

J}Jlll'L-V , etc.) 

+ Significant market share retained as majority of activitY on a 

collateralized basis 

+ Agency trading reduced due to lower market appetite 

+ Reduction in competition 
market share (ABN, 

+ Consistently top tier in nnm'"'" 

including through 

+ Spreads in investment grade at historical wides and bid-offer 
spreads much wider, creating more orcHttabJe 

more prontaote as lG borrowers moved to market­
based pricing 

+ Sif!nificant debt coming clue so to 

• appetite, but offset 

+ COO rP<:ott'llr'tllrin 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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lucrative 

37 

+ Business unaffected by credit concerns as no credit risk taken 

+ U.S. activity annualizing to record levels slowdown in 

markets suggesting higher market share 

• ~·~""'J business affected market slowdown and credit 

concerns, and unlikely to rebound 

+ flow business focused on volumes llll;!uuwg 

partnerships (such as Baikal with 

+ trading opportunities significant across agency 
'-'HH..I·"' agency structuring and non-agency mortgages 

+ revenues in residential -e.g., with 
financial bonds involved in linniriitv 

structures by mortgages 

+ pressure on assets to persist but risks well 

• 
• 
• 

diversified and limited 

--enormous amount of 

tinancintg pipeline with several 

Commodities related flow business 

+ Derivative business has continued to build 

+ M&A business well-positioned with excellent reputation, 
i11<:reas1mg market share and improving business mix helpmg to 
offset market weakness 

LBHI_SEC07940_7 47820 
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us 

+ Smce when v•uu ... lu more we our HuuJull $16 

and our 

ro> I r'l>.nL-..rl pool VHHVH, ;:,u~HllY H!bU\;;1 than its 

... uu .... uvu 1n our commerc1 

US IS tO $15 billion at the ' - unchanged 

Cl' 

()2 '07 ()J '07 <)4 '07 Ql 'OS 
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45 

()2 'OlS QJ 'OS est. 

38 

15 
15 + 12 

'07 Q3 '07 Q4 '07 'OS '08 '08 est. 
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in 

123 126 

18 !5 

2007 Q4 20US Ql 

0 Non Govics & Agcncics Collateral To Fund 

14 

2007 Q4 
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14 

2008 Ql 

I 

121 
116 

32 

2008 Q2 2008 Q3 

0 Excess Collateral Bonowcll 0 Ticket Ovcd'umiing 

13 

8 

200S Q2 2UOS Q3 
1111 Actionabl~ Box 

39 
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$211 

Jyc~p,.,.", Repo 

(I) 

e;.;,posure 

$115 

GoH~rllmcut I 

Agency 

$96 

Tri-l'arty llcpo 

ex. Government I 
Agency 

len or is 41 

$39 

Central Bank 

Eligible 

$25 

$9 

LEH Bank 

Funding 

$44 

$23 

Customer Colluterul (-52%) 

Less Liquid 
Asset Funding (ZJ 

Avo<~iiabh.• to 

Broker I 

2d% ofthe $23/J is>/ nwtllh dur(J!iun-­
lnclud~s flu/dings' Liquulity Puo/ ($42.1/J), ($UYIJ), ($U.IIJ), allii/Jankhaus' ($1.2/J)-- excludes $1 billion ufcustollierji'ee aedits in UJJH 
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Loss of Secured Funding 

• Repos 

Governments & Agencies 100% 

70% 
0% 

Asset Backs I Private Labels 
Grade 40% 
Yield 0% 

Commercial Paoer Repo 70% 

Muni 40% 

I Convertibles 
El 70% 
E2 I Cl 0% 
E3 I C2 0% 

+ Munis TOB - 7 

%Lost 
0% 

30% 
100% 

60% 
100% 

30% 

60% 

30% 
100% 
100% 

Customer collateral returned /liquidated over 1 week 
Firm collateral liquidated 

• Prime broker 
Free credit balances withdrawn on l 

+ Central banks 
No PDCF or TSLF 
Able to use ECB tender facilitv throu2h Bankhaus. consistent 
with non11al practice 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

Loss ofUnsecured ~-<nnr11mn I 

+ Unsecured debt 
- CP and LCs: 0% roll at macrur·ny 
- Buybacks: $1 billion per month 

at US banking affiliates: 80% roll at 
In oractice. no imoact on (operate with 

• 
tundmtg schedule for leveraged loans 

Some loan commitments drawn outside of the bank ~;;uta!,;;> 

• Derivatives 
Cash collateralization on derivative 

l on 2 per 
1vwq~m ut:spLnc:> against us on 
2 notch downgrade during second week 

Note: The vast ofthe credit 
related posting come from derivative 
transactions with structured which have a 30 day 

which us to assign or restructure the 
trans::tctJons, ~~'"''"''n" avoiding the posting of additional 
collateral. 

• Other 
billion every other week to cover operational cash 

expenses and 
No sale of assets or reduction in customer au:IUJlu~ 
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Cash Position (l) 45.3 37.2 32.2 34.2 33.0 

Net Loss Secured Funding ( 6.5) (3.7) 1.0 (0.0) (O.l) 

Uusccuret! 
Unsecured Debt 

CP ( l.l) (O.l) (0.2) (O.l) 
STD excluding CP (0.0) (0.0) (0.0) 0.0 (0.0) 
LTD (0.0) (0.0) (0.0) (0.0) (O.l) 
Buy backs (0.2) 

Affiliates (0.4) 
4.5 

Net Loan Funding ( 1.5) (0.3) 
Derivative Activity 

Posting of Uncalled Collateral ( !.2) ( 1.2) 
Downgrade (2 Notches) 

Margin Payments (0.5) (0.5) 
Cash outflows to fund ooerations (PE, NPE, etc.) (0.5) 

Total Net Loss Unsecured Fundiu~ ( 1.6) ( !.3) 1.0 ( !.2) 

Emling Cash Position 37.2 32.2 34.2 33.0 32.4 

Includes liuidings 'liquidity pool ($42. 1 B). LBJ's ($0.9B). LBIE's ($/.OB). LBJ's (U. 1 B) and Bankhaus · ($1.2B) 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

32.4 31.5 29.8 28.4 27.1 24.2 18.7 45.3 

(0.8) ( 1.2) (0.8) (0.2) (1.0) (2.7) (4.2) (20.3) 

(O.l) (0.0) (0.1) (0.0) (0.6) (0.0) (0.0) (2.4) 
(0.0) (0.0) (0.0) 0.0 ( l .2) (0.0) (0.0) ( 1.3) 
(0.0) (0.3) (0.0) (0.0) (0.1) (0.5) (0.9) (2.0) 

(0.2) (0.4) (0.2) (l.O) 
(0.4) 

4.5 

( l.O) (1.0) (4.2) 

(2.4) 
(0.5) (0.5) 

( 1.1) 
(0.5) (0.9) 

31.5 29.8 28.4 27.1 24.2 18.7 13.4 13.4 
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c s s 

+ For the purposes of this discussion, we include/exclude the following businesses/positions when referring to IMD: 

- Included: Asset Management (Neuberger Berman and PIM, Private Equity and and Stakes" 

- Excluded: Corporate Cash Management business, Private 
pos1t10ns resJdm,g on Lehman's balance sheet 

LP and Asset Management seed 

+ Currently engaged in due uu't:;'-'11'-'"' negotiatiOns with 5 financial sponsors Capital, KKR, Silver Lake Partners, Hellman 
Friedman LLC, and '"' 1 ~~-

Selection based on initial indications of interest received from 1 0 financial sponsors 

Revised (final) bids exnected during the week of September 

- 5 bids for with an average bid of almost billion 

Also in discussion with one potential strategic ,.,.,rtne>r 

+ Bids also taken for sale 51% stake in IMD (based on above detlmtwn excluding "Minority Stakes" 

Indicative valuation in to $5,5 billion range 

- Sale of 51% would result in ore-tax proceeds of - billion 

+ Necessary consents and pro forma reporting pose challenges for including Minority Stakes in 51% stake 

ulull\.I:OlJ to be resolved within accelerated timeframe of the process 

Financial Snonsors have exoressed willingness to include. by LEH 

A separate transaction with alternative partners such as SWFs may imnrove valuation if monetization is desirable 

+ Potential to monetize a portion of the LP and seed positions on LEH balance sheet also exists 

- Alternative nartners such as SWF are most likelv to have an interest 

I 
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Optious 

NEU + F<xed income platforms 
PIM 

Minority staKes 

Altemat<~es 

ICG 

Allocat<on/Other 
Total 

NEU + Fixed income platforms 

PIM 

Altemati~es 

Total 

Remaining !MD 

NEU + Fixed income platlorrns 

PIM 
A!temati\es 

49% LEH Minonty Interest 

Total 

Remaining !MD 

20% Outside Minority Interest in !MD 

Remaining IMD 

Rev 

1,139 

631 

127 

345 
770 

Rev 
(1, 139) 

(631) 

(345) 

(1,770) 

I 

(1,139) 

(631) 
(345) 

208 
(1,562) 

NPE 
156 

315 146 

113 44 
154 20 

Camp NPE 

(551) (156) 

(315) (146) 

(113) (44) 

(866) (302) 

(551) (156) 

(315) (146) 
(113) (44) 

0 0 

(866) (302) 

Allocations 

Dedicated 

101 
75 60 

54 22 
90 

Shared !goingl 
(53) 

(75) (60) 

(54) (22) 

(176) (113) 

(101) (53) 

(75) (60) 

(54) (22) 

0 0 

(176) (113) 

~'l'''l"lf'"~~"'',.,, pr""~~,.,,.. 

s p ....... + ..... .., ...... ,...4=1+ ... 

Shared !remaining)' Pre-tax I II to Current 

278 
35 
127 

112 
506 

Shared jremainingl1 Pre-tax 

0 (278) 

0 (35) 

0 (112) 

0 (425) 

fE§)_ 

0 (278) 

0 (35) 

0 (112) 

0 208 

0 (217) 

(229) 

I 

those a//uclllion that the Firm is expected to retain in the eve/11 of a partia/!emire sale. Minority Interest shares are dewrmined excluding these amuums (e.g.JPO 
20% scenario Minority I merest ~ ($79 1111111 + $352mm ~ $11 29mm x 20% ~ $229mm) 
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I 
w ........ ~'t.l mill 

Rev Camp NPE Dedicated Shared {going) Shared (remaining)1 Pre-tax 
NEU + Fixed income platfonms 1,250 588 173 109 56 324 

PIM 609 312 137 78 63 19 

Minority stakes 336 336 
Altemati~.es 374 142 48 55 24 105 

ICG 809 162 21 95 531 
Allocation/Other 
Total 

Rev Comp NPE Dedicated Shared (going) Shared {remaining)1 

NEU + Fixed income platfonms (1,250) (588) (173) (109) (56) 0 
PIM (609) (312) (137) (78) (63) 0 (19) 

Altemati~.es (374) (142) (48) (55) (24) 0 (105) 

Total (1,859) (900) (310) (187) (119) 0 (448) 

Remaining IMD 

NEU + Fixed income platfonms (1,250) (588) (173) (109) (56) 0 (324) 

Options-< PIM (609) (312) (137) (78) (63) 0 (19) 

Altemati~.es (374) (142) (48) (55) (24) 0 (105) 

49% LEH Minority Interest 220 0 0 0 0 0 220 

Total (1,639) (900) (310) (187) (119) 0 (228) 

Remaining !MD 

20% Outside Minority Interest in IMD 0 0 0 0 0 

Remaining IMD 

those allocations that the Firm is retain in the event of a partial/entire sale. Minoritv Interest shares are determined excluding these amounts (e.g. /PO 
20% scenario Minority Interest = ($1, 015mm + $370mm = x 20% = $277mm) 
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I 
man I n 1 

I 

+ A strategic 

- A 

+ continue to have ongoing uwtvt::u'-

shops and a large comrneJrct:::u 

• 1\..<li:::>IllJ:o;; I,CliJHaJ SO 

• 
raise at a poterttl<:t1l~ 

true if a ~..-aiJaal 

• interest in 

• remams comm1 tted to 
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in our tarae1[ea 

<:lUU!UUU<:ll 

Lehman 

Oel)feClaiCO 1 VS. in one day) 

to be a 1 lS 1..-UaU\rUJ:o;;lUJ:o;; investors 

shareholder approval to be into 

\.J.\...-.:llQ.U.l !1L..Q.L-J.V.L1 a 

Lehman 

,;,..",..y-'"'nt and can potential an investment 

necessary to support "Core" 's operations going 

48 

LBHI_SEC07940_747834 



1 
ra a w a I 

ng 
,_,,.,n,,,_,.""' similar levels 

Q3 2008 
Q4 2008 

Q4 2007 Ql 2008 Q2 2008 SpinCo "Core" 

$millions 
&timate I 

Lcfantan 

Cu[mnun 

Balance 21,395 21,~39 19,2S4 15,441 (7,9 I g) 11,422 

New Jssuance 4,004 3,000 3,000 

Induced Conversion 2,000 ~ --- ---- ---- ----
Tuwl CunmKJn 21,395 21,839 19,284 19,445 16,422 

Pretl=neJ 
Ba!an~:e 1,095 2,993 6,993 8,993 8,993 

Induced Conversion (2,000) ~) --- ---- ---- ----
T Total Preferred 1,095 2,993 6,993 8,993 6,993 

+ Hybrids (excl. Prelerreds) 4,978 4,976 5,004 4,923 4,923 

Perman~nt Caphal 27,468 29,808 31,280 33,360 28,337 

Goodwill 4,127 4,112 4,101 4,091 4,091 

Lt'wragc l<J.juity 23,341 25,6% 27' 179 H,268 24,246 

Dl.:.'ferred Tax Assets, m:t of realizable within! y~ar (2,209) (4,509) (4,509) 

Capital requln:nK:"ntS tOr insurance entities (138) (138) ( 138) 

Cumulative thir value gains on debt, net of taxes \1 5 I I) ~ ~ 
Total Capital Deductions (3,858) (7,083) (7,083) 

Tier l Ca1~tal 23,262 22,185 J 7,163 

Net Assets 372,959 396,673 327,774 326,000 300,000 

N~t Leverage 16.0x 15.4x 12.1x ll.lx 12.4x 

Risk WeighteJ Assets na na 216,575 195,000 185,000 

l'ier I lt!tio na na 10.7% 11.4% 9.3% 

Common+ MunJatory As% ofPt;;nnanent Capita! 78% 73% 62% 64% 65% 

impacts oj Spin Co 
impacls of sale of 51% slake in AM, PJM and Ailernalives businesses and deconsolidmion of balance shee1 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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I Mil 
Q4 2008 

"Cor~" 
51% Sale 2 

Lt•hman Target 

1&9 lu,5YI 

16,591 

6,993 

6,993 

4,Y23 

28,507 

(3,225) 86& 

27,o-lU 

(119) (4,&28) 

cmJ 
{2 436) 

(7,202) 

20,438 

300,000 

i0.9x 12x-13x 

185,000 

110% I 11%-12% 

65% 65% 
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+ 
wou m i I wou a I 

5 II common eau ra 

Q4 2007 

$millions 

Common 

Balance 21,395 

New Issuance 
InJuceJ Conversion 

t Total Cormnon 21,395 

Pn:tl:!neJ 

Balance I ,IJJS 

Induced Conversion 
Minority Interest 

' fatal Prekrred I,IJJS 

t Hybrids (excl. Preferreds) 4,978 

Permanent Capital 27,468 

G:Jodwill 4,127 

L~wrage &juity 23,341 

Deterred Tax Assets, net ofrealizabk within I year 
Capital re4uUements tOr insurance entitles 

Cumulative fair value gains on debt, net ufli.tx.es 

rota! Capital Deductions 

Tier l Capital 

Net Assets 372,959 

Net Leverage 16.0x 

Kisk Wetghted Assets na 

Tier I Ratio na 

Common i Mandatory As% ot'Pemklnem Capita! ?S% 

Q4 2UU/5 Frujimnafor impacts o}SptnCo 
Q~ 200/l l'rujumw fur impacts uf20% IPU ufJMD with voluotiun uf$7 0/J 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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QJ 20UH 
Ql 2008 Q2 2008 

Estimate 

21,839 19,284 15,441 
4,004 

---- ----
21,839 19,284 19,445 

2,993 6,993 ~,993 

---- ----
2,993 6,993 8,993 

4,976 5,004 4,923 

29,808 31,280 33,360 

4,112 4,!()1 4,091 

25,696 27,179 29,268 

(2,209) (4,509) 

( 138) ( 138) 

_l_Llli.l ______llillil 

(3,858) (7,0S3) 

23,262 22,1~5 

396,673 327,774 326,000 

!5.4x 12.lx ll.lx 

na 216,575 195,000 

na 10.7% !lA% 

73% 62% 64% 

Q4 200M Q4 200M 

Spin Co "Cor~~~ 
IMD ncore" 

I 20% 11'0 
' Lehntan L.t>hman Target 

(7,918) 11,422 78 18,000 

4,500 4,500 

2,000 ____yJQQ 
17,922 18,000 

8,993 0,W3 

(2,000) (2,000) 
1,322 ___Ll1l 

6,9Y3 ~,315 

4,923 4,Y23 

29,837 31,237 

4,091 4,1JJ! 

25,746 27,146 

(4,5W) (4,509) 

( 138) (l}gJ 

______llillil !2 436) 

(7,083) (7,()gJJ 

1~,663 2U,U63 

300,000 

11.7x lllx I 12x-13x 

)g5,000 IS5,000 

10.1% 10.8% 11%-12% 

67% 64% 65% 
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1'1 Retained Earnings & Other Comprehensive Income 

8115108 

BAC 

JPM 

"' 

cs 

SIU $20 $30 

Bi<Jot.•Jbierg $2.88 and FDS $2.3B +Common Stock offering of$8.5B. Decrease in Rewined Earnings includes Ajier-tax WriLedowns of ABS 
$2. 4B of additional dividends for exchange of existing mandat01y convertible preferred to common stock 

and $(7.9)B Spin Co transaction offset by$3.0B comll/011 equity raise+ $0.3 gain on sale of 51% stake in AM, PJM and 
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$millions 

SJO,OOO 
Growth in 78% 

$2 5,000 

$20,000 

Sl 

S I 0,000 

ss,ooo 

so 
FV 2005 FV 2006 FV 2llll7 

Shttrehu/ders 
I IJ'II raise 
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" 
+ the past been marketplace and coJmr,etiti I 

Reduced activity in as estate 

Less liouiditv and availabilitv such that caoital is now at market-clem 

• However, these not reduced our clients' for our products/serv1ces or our ab1l!tv to 

in our core businesses Eauities. Investment Investment 

• Uur to m these busmesses is model which centers on 

excellence, the and of risk manaeement a 

• consistent ~..-A~..-'-uuuu these 111'-l!JII;;::,, Core Lehman has the capacity to generate $13.3B 1 in annual revenues in 

2009 

+ We are we can deliver pe1rtormance, even without a contribution from securitized uu""'':. or real 

We have advantages in each ofthe and where we choose to co1npete 

We have growth which we can by leveraging our existing '-apaul!w~;;:. 

We have in the recent past less balance sheet 

+ Going forward, our balance sheet coJmp,osJttw'n Core Lehman be "ll:>"lll'-"'"1 more with Level 3 assets 

- And we these assets sources, such as the nrrP~lQPrl use of our bank 

+ To :>Uf-11-JUI these assets at 1 Ox net IPvPr,:,ap we 

- This will us to raise .OB in new equity '-<lf-'H"-' 

+ We will also to reduce our NPE from current ,uuaw ... u a series specific saves to achieve 

$12 311 11ji~r ejjecl ufdebl revllfwlliun 

53 
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• 

. 

Sponsors 

Increase in 

• Less l 

, C'h~PC'C"P>rl and 

market 

• t\.euuc~:u access to long-term 

• Capital priced at market "-1'-'"1'11~ 

• Focus on 

origination and 

market 

' A..Jl..A....L.A..~...L.A.. s 
I 

• needs 

strong 

'--"'lf-lllal a~.~.uuJuwtulJ; I to be 

• Growth of key geographies 

risk-retum charctct~~n:stH:s 

• Establish and adhere to absolute limits around asset cli.lss 

• Diversi concentration 

Reduce on secured market 

use of banks 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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'scorecompeteJ~CJies 

,, 
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+ Concentrated focused on 

• Rates 

• Credit 

• FX 

• Commodities 

• Securitized Products 

• Comm. Mortgages I Real Estate 

• Municipals and Public Finance 

• Research 

• M&A 

• 
• 

three geographic 

money centers 

• 
• 
• 

Mkts I Execution Srvcs 

PvPr"'•u•rl Products 

• Research 

• Asset Management 

• Alternative Investments 

• Private 

• Uebt Underwntmg • Private Investment M:an:lg(;menl 

• Finance 

• Dc:Iwative Solutions 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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I 

Businesses exited 

• Residential mortgage origination, 

• Non-U.S. residential mortgage ~Pnnr•mn 

+ All other asset origination, inc! uding student 

loans and small business finance 

Businesses re1>os:iti1JIH~d 

+ Commercial Real Estate 

Transition to fund format and advisory 

• Operational Excellence 

Diversified and integrated global platform 

Efficient operators 

Tactical and expertise 

+ Intellectual 

Trl,,-,t;r.,;,g new market opportunities 

"outside the box" 

Quantitative & analytical differentiation 

• Client-Focused Franchise 

Forging inn..:r-circle relationships 

Being the "first call" for clients 

Bringing the entire firm to our clients 
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$16GB 

Prime Svcs [lili!W;ilil!!'J 
Real Estate 

Sec. Products 

Commudities 

FX I Ll$ I 
Munis 

Rates 

Credit 

M&A 

Capital 
Mkts 

Debt 

Financing 

2006 

$'7313 

2006 

ls ... 

$17613 

$l56B 

I I I 38 I 

2007 2008 

$"92B 

$64B 

2007 2008 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

$16313 

I <+! I 

2009 

$64B 

21)0l) 

$17313 

I I 

1010 

$'70B 

2010 

Svcs 1 

Derivatives 

Trad. Asset 
Mgmt 

Alternatives 

Private Inv. Mgmt 

2006 

$366B 

2006 

$'9313 
~ $88B 

2007 2008 

$41413 

2007 2008 

$9313 

2oo<J 2010 

$44013 

2009 2010 

I. Includes Flow Vol for Americas 
Note: Lehman Brothers estimates 
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. . . 

(fJJ~M Vun1) 

2005 

Fixed Income 

FX $03 
Real Estate 2.0 
Securitized Prod. 3.0 
Commodities 0.0 

Munis 0.4 
Credit 1.8 
Rates 1.4 
FID Prime Services 0.5 

Total Fixed Income $8.5 

Equities 
Liquid Mkts $1.7 
Converts 0.1 

Vol 0.6 
EQ Strat 0.2 
EQ Prime Services 0.6 

(0.1) 
$3.2 

Invest. Mgmt. $1.2 

Invest. Banking (Net) $1.9 

Principal Investing $0.1 

($0.2) 

Revenue Pre Debt Reval $14.6 

Debt Reval 0.0 

Total Reported $14.6 

-

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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..L 

Actuals 

2006 

$0.3 
2.1 
2.6 
0.0 

0.4 
2.4 
1.3 

0.6 

$9.0 

$2.0 
0.2 
0.9 
0.2 
0.8 

(0.1) 
$4.0 

$1.7 

$2.1 

$0.6 

$0.2 

$17.6 

0.0 

$17.6 

58 

.,1 

I 

Scenario 

Excl. 

2007 2008 2009 2008 

$0.4 $0.6 $0.6 $0.6 
1.3 ( 4.3) 0.2 

(0.1) ;A 
0.3 0.5 

0.2 0.2 0.3 0.2 

2.1 2.3 2.0 2.4 

1.7 1.4 1.5' 1.6 
0.8 1.2 0.8 1.2 

$6.0 ($4.8) $5.9 $7.1 

$2.7 $2.6 $2.2 $2.6 
0.1 0.1 0.2 0.1 

1.9 0.3 1.2 0.3 

0.6 0.3 0.5 0.3 

1.2 l.l 1.2 l.l 
(0.3) (0.3) (0.5) (0.3) 

$6.1 $4.2 $4.7 $4.2 

$2.6 $0.7 $1.5 

$2.4 $1.0 $2.2 

$0.7 ($0.7) $0.3 $0.0 

$0.3 $0.6 ($0.!) $0.6 

$18.1 $0.9 

1.2 2.4 ( 1.0) 2.4 

$19.3 $3.4 $18.1 
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Growth Drivers 

M arkct Size Est. LEH '09 Scenario '07-'09 Electronic Sectors/ 

Product 2007 I 2009 l Revs 6 Revs Trading Products 

Cn:dit $45 $40 5.0% $2.0 Distressed EMEA 
~-~---····~~---

Rates 35 33 4.5% 1.5 Exotics Non G-7 
·--- . --· ·----- -~------··-----~--- --

Munis 3 3 9.6% 0.3 0.1 
-- -------.·----- ·-·----- --------·----~-------.. ··------·- - ------- --------···----~--------

FX 36 41 1.4% 0.6 0.2 FXLive Exotics EMG 
.-~-------

···--~-- ______________________ , __ --··~-----------·- -- --

Commodities 18 20 2.5% 0.5 0.2 Oi !/refined EU/Asia 

Sec Prods 13 12 5.6% 0.7 0.7 NPL Restruct 

Real Estate 15 4 5.2% 0.2 ( l. I) Distressed 

Fl Pnme Svcs II 10 8.0% 0.8 Deriv Svc EU/Asia 

nm 11m 11111 

Total $176 $162 $5.9 ($0.1) 

$57 $55 4.0% $2.2 lntemalization EU/Asia 
--------· 

Derivatives 21 17 8.1% 1.4 Asia retail 

15 16 7.4% 1.2 0.0 LLive Prime 

nm nm nm 0.5 

nm nm nm 

Total $93 $88 $4.7 ($~ .3) 

$33 $23 4.3% X-border EU BR!Cs 

25 19 4.7% ()q (()()) Recao Asia 

34 22 5.0% 

11111 nm nm 
------ -- -----------------

$92 $64 $2.0 ($0.4) 

Tradi!IOnal AM $283 $280 0.5% $1.5 $0.4 

Alternatives 91 90 0.8% 0.7 0.1 Successor funds 

Priv. lnv. 40 42 3.5% 1.5 0.1 PE + HF 
·----------- - --~~--

Total (cxcl. PJM) $374 $371 $2.3 ($0.3) --
!.t:funan HrutJters esltmates 
Include; only LEN share of clie111 revenues; excludes effect of mark to mktlossesfur LEH am/market in each product cmego1y 
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I 
Clients 

lBD clients 

II' 

N~tRes/F!G 

FIG 

Partner model 

$!0M+HHs 
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curre 

Revenue 

Fixed Income 

FX 
Real Estate 

Prod. 

M unis 0.3 
2.0 

Rates 1.5 
Total 

Liquid Mkts .2 
Converts 0.2 
Vol 1.2 

Strat 0.5 
Total 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

s 

ue Return 

on Net Assets 

1 

3% 

4°/o 

4% 

1 oo;., 

h•eTnr•~~ 

12 Months '05- '08 QJ '05- '07 

1 11% 
NM 2% 6% 
NM 2% 4% 

1 15% 30% 

4% 7% 7% 

NM 

36% 30% 28% 
4% 4% 3% 
4% 5% 6% 

12% 13% 
IO'Yu 11% 11 
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our p reven 

• lU\.-llllll\..Cu a set 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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we II .................... 

2009 Run-rate 

Headcount-driven 

Oilice consolidations I subleases 

otl'ice closures 

Mortgage exit 

Efficiency gains 

NPE Saves (pre-Divestitures) 

Investment divestiture 

Commercial Real Estate P;1nnershio 

Total NPE Saves 

NPE post saves and divestitures 

61 

I 
our nn_nnlr".e>"n exoenses 

<:umuilHzc:u saves 

$38 

$102 

f1 ,_) 

$22 
,J 

J 
/ 

$46 

$75 

$283 

$428 

$74 
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& J._,n •• d.! \ • .d_ 1 l..J 

Income to 'L-UHinnn• 
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'll I 7 

) 

\ 'S. 
K 

\. "\ 

I 
NPE 

tt. 

J % \ 

\ ~ ~\J 

\\ 't 
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+ Focus of '08 has been on taking decisive to create a clean that can focus on I 
the associated legacy assets 

"SpinCo" removes Estate assets a way which preserves shareholders 

to $11.8 and now at an extremely severe 
marked to distressed levels 

+ Despite a very substantial loss vcqJll<:U IS 
than Q2 '08 as a result 

+ Liomditv Dosition remains very stron£ and is it was in March around the Bear event 

+ Revenue run rate generates $400 profits, core busmess pertc,mnng 
well in a difficult environment 

+ We are can m 2009 as we see many asset 
writedowns are 

• Capital to ensure Lehman DOSt IS a 
Firm is committed to a raise, which the 

- Limited impact of million 

• In combination we have 

We have dealt with our legacy and to returns as 

Based on market and we a 2009 to returns 

+ We aDDreciate we have to demonstrate earnings power to all of our constituencies. we 
Lenman to our act1m1s taken to date to Irnpie:m(~nt 

maintain its current and short-term ratings and A-1, respectively 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
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, · · IIIIIII·BIJI .. I B . 

Prime Subs, 

I I 636 

ABS 

489 

l{estcluals, 211 Prime AAA 10, 

566 ecurities, l 052 

Prime AAA, 

1318 

Prime WL, 
1,193 

500 

Securities, 5000 
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Scratch & 

203 

1667 

Mortgages, 715 

WL, 
2900 

64 

I 

Prime 
Asia, 500 l, 193 

Securities, 891 

1310 

Reverse 
rtgages, 715 

Residuals, 2!1 

Scratch & 

Dent, 203 

Prime AAA, 

1318 

Prime AAA J( 

566 

Prime Subs, 
!,031 

f'>.l"'"'"''nw WL, 
636 

ABS COOs, Securities, 1052 

489 
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Prime: Alt-A Wh:Je loar,s 1,810 1 '18:l 

A A..;::., 

Secunties 
2,421 1 .3J.S 

AAAiOs :)66 566 

Subord.nJtes 4.8~-0 1 ,o:. 1 

Total Prime 9,627 

Hase case scenario recove1y rate is 35-45% 

FOIA CONFIDENTIAL TREATMENT REQUESTED 
BY LEHMAN BROTHERS HOLDINGS INC. 

.6: •. s 

54.5 

21 3 

42.7 

A.verage FICO score of 710 

Combine.j LTV rJtio of 85% at originJiion 

.AvcrJge !oJn~size of 30CK 

CaliformJ ConcemrJ:ion of on:y 2:.% :.versus 4:.% for a·.era.;;e Alt·.A deJI) 

4C'!o fL,ed-rates, 40% twrorid$ Jn:J 20% Negam lo:.>ns 

6:1se-case yrei·J of 10% assuming J'iera9e oefJult rate of 41 ';S' 

S4% default necessar·; 

.Average FICO score ot 690 

Average LTV ratio of 8.0% at ongination 

Average loan size of 4101\ 

Califof'lio concentration of 37% 

Rougfll/ split ~·0 50 Detween sen;or .A..AAs ond mez.z::mllle AAAs 

Senror A.fi..A.s eam :JJse-cJse yrelos of 10% .,,,u-~ 79% default necess::Jri tor 0% ;·ield' 

Mezzanme .1\AAs earn l>ase-case y1elds of 19% v;rtn 7'j% default for 0% 

V;;st majon:y are current pay bonds Jnd are receiving princ1pai today 

E.~pect to recover 75%!10D~··o of value in 1B momr,sl3 ye~rs 

Base-case yield or 20% 

Negative correlation with otr.er rests as nigher and !Jack-ende-:J defaults increase their value relative !O other 

secunties 

C.:·nsists of securities from 2G05 or eariier (25%}, 2006 or J;:ner (38%) ::me NPL securit,es {37%) 

Pre-2G05 securi:ies mar.~ed a: 29 

Post-2006 securities mar~ed ::Jt 9 

1'\r'L securities markecl !0 an undenymg loJn vatu& of 4~ 
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Non Prime 1/\'hole Loans 1,489 636 

Securities 3.37t 1,052 

Total Non-
4,908 1.688 

41.5 

32:. 

34.4 

• Consist of secono liens (77%) and suJ)prime firs!-ltens (23%). 

• Seconds are marked at 41 wim 76% defaLtlts necessart ior 0% yield' 

• Subprime first liens are market at 42 

• Average FICO score of 645 

• Comtined LTV of 90% at ongit·ta:i<)/1 

• Calif:Jrni:J concentration of 14.6% {•,ersus 30% for the 3Yerage suiJprime oeal in the marl\et) 

• Consists of su!Jpnme .AAAs (33%), \'lrapped HELOC A.~l\s (20%) Jnd su!Jpnrne SU\)OI'Ciin~1tes (47%) 

• .Allout 60% of suborchnates are from 2005 or earlier VIntages wtucn nave de-levereo and havB no: seen the 

magnitude o! credit aeteriora:ion mat recent orign1ations 11ave 

• Base-case yield of 10% witl"1 79% defaults necessJr/ tor 0% yield 

~'{,~~~;~·.~-;s-;;-s-i·enario has 12% recove1y rilles for wlwle loans and 30% recovety ra/es for AAA securities 
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Servicing 

Reverse 

Mortgages 

Residuals 

Sc1 atcr1 and 

Dent 

ABS CDO 

Total US Resi 

!,667 ,667 

746 71:-

N/A. 221 

4.S'i 203 

1,709 48Sl 

19,367 9,091 
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9:~.~ 

41 4 

~B 6 

• Mortgage Ser<tctn.;J Rl•Jhts \fiiSRs) residillg at .Auror~1 Loan Se1vices (A.LS;r 

• Most MSRs owned lJY 1!3111\S anrj onrJinawrs (Countr,...vice owns S181Jn. B of A $4 5:)11 ana Chase $1·t.6!Jn marhet 

VJ!ue of ser,·icing). 

• Lo•.ver refinJncmg opport~nities for norrowers have resul\ed 1n greater st3DIIlt:; for the servicing :>sset cl:.ss. 

• Pnncipai llalance of !OJIH in servicmg portfolio is JIJDut S 13frlln 'Nith 25% Fix.ed-ra:e loans, 50% h)'llrio ARMs and 

25'/o Oplion ARMs 

• The multiple on our servictntJ Jsset is Jl>our 4.S.x on fixeG-rates, 4.3x on hillrld ARI·11s and 2 h on O;:nion ARMs 

with an Jg.gregate mul!;ple of 3 \Jx 

• These mul:iples are conservati>•e rel:.:ive to recent seP.•tc,ng :ra·cJes ancl where !:tanks tuve these :Jssets oni)Jiance 

snt:et 

• CJsl'tflov .. s from at ove1 11'1 th8 last te;v monu-,s. 

• Lo::ms made to senior citizens (Jge >65) to JliOW tnem to tap eqLJity in tneir hOmes. 

• Undenying loans pay eitner a fioatmg rate of LIBOR .,.35Gt'P or a fi,•:erj rate of 9% 

• A·lerage LTV of 30% (first lien) Viith subsequent recover1 rates close to 100%. 

• CJsh flows onven ill" mortality ratr,er than default 

• lnciu,jes $171mn of pnme/JII-,A residuals, S10mn ofsuliprime resicJuJIS Jnd $35Pm of fBI'. rnor.gage residuals. 

• Loans mat C~re e1mer d&lir,quem or have had 3 serious o&llnquency episode in trte past 

• Average LTV ot 83% at onginaDon. 

• Price oi 41 refiects 35% of otiginal norne value 

• Value is realized tnrougn the disposition of the foreclosureJREO propeny Jnd 1s a shon duration asset (1.6 years) 

• Mainly I$.S34mn face) or a super senior high gra::Je (30% M/•., 30%.4./1 and 30% ,:., RMBSJ COO with a \W3P from 

XLCA. 

I 

"' 
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