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Cautionary Notes 
+Some nf the stattJn(HI$ contained in this prescnt<Hlon, lncl uding those n:lating tn Lohman Brothers' stmkg) nnd nr!wr swtemenl.s that are 
predictiv<.:-= in nature, that depend on or refer tn "fltlur~ events or conditions or that inc!ll<:k \H>r·d.<.. such as ''<OXfKCts,.'' •·anlicipak!s," "intend.~:· 
·'plans,'' ''bdkves.'' ··~s!lnwtes'' and simi!ar expressinns, arc i(m.vard-!ooking staknwn!s withiil the meaning ofSecticm 2!E ofthe ~ecuritks 
Exchange i\ct (rf' l934, as <mh~nded. Tht:st) slatcmenb are no! historical Hl<:t-> but ins!o.::ad represent onl.y Lehman Brothers· expcctatit1ns, 
estimate" and pnJjodion.,; regarding futurt~ events. Thest' statements are no! goanHHet~s uf fui urt perihrmanee and involve tHK.ertainties that 
are dtnkulr. to predid. which may include,. bot are not limited 1u, markd Huctuatk>ns <~nd volatility, industry competition and \.:h,wg;.;-s in th~.~ 

competitive environment. inv~stor sentiment, liquidity risk';, tredit ratings changes .... ·redit exposure, and kgal and regulatory prc.~~eedings. 
Fz)r further discussion of these risks, sec ·'Risk Factors'' and "'Manag:cmenrs Discussion and Analysis of hnandal (\nldition and Hesalts of 
Operations" in L::hman Bmthers' most recent Al1l1U:oll Repo1'f on Form l 0-K. As a g!o!xlllnvestmenl hank. the Firm's results of npemtions 
have varied significantly in r(~sponse w global economic and market trends and geopolitical ewnts. The nature of tht' Finn •·s busi!K~ss makes 
predicting the future tn:mds of revenues difficult Caution should be tN~d 'A· hen ex!rajX)Iating hi.storica! r(:Stdts \(l fi.t!Hn.' period~. The Firm's 

adual t'csults and financial condi.l!on may Jiffi.~r, pt~rhaps lmttedally, from Hw anticipated rc-s;ul!s :1nd !"mandai condition in nny sud1 ii>rward­

boking statcm<::nh and, accordingly., readers ar<:' caulion(.;~d noi to plaet~ undue reliance nn such stnk'ments, which speak (.111ly as orthc dal.(' on 
whkh they m·•: trm(k. l x·hman Brother<; undertake<> no nhilgation to updat(~ any i<wward-looking staWill(~llts, whether as·~ r'·su!t nf new 
information. future events or oihervvbe. 

+C'ertain i.nforrnation contained in this prc!<wntatioo h~!S lwen obtained from thil-d rarty sources that Lehman Brothers bdkves t\) he rd!able: 
however. Lehman Brothers as'>umes no responsibility f<1r the accuracy of the inf(mna~inn. 

•C·opks tri'dncumcnh t'ikd vvhh the SEC by lehman B;·othcrs can be obtained a! the SEC's Internet site (W:'!-nX.,?\~.~;:f1~lt) and n·om Le!1man 

Broihe!·s. Investor Re!utitms, 745 Seventh Avt~nue. New Ynrk. New York IOOJIJ {2!2-526-326/L In addition, Lehman Brothas makes 

availahk on its fnwrnet Slit.~ (\-vww.idm1an.com) ih most nxcmn.nnual report nn. Fnrm 10-K, its quarterly rt)pnri:'> on Form l fH) !hr the 
curr..::nt fiscal year, irs mo'>t r<~c<.~nt proxy stakmc:nl and its must nx:ent annual report to stockbo!dcrs. although in som<.~ cases thts<~ d(Kturh:nts 

m\.' not ~tvaibbk fH"l th~tt siK~ as soon as they ar\~ available on lhc SEC\. wehsik. 
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Executive Su111n1ary 
.................................................. , ........... , ........................................................ - ..................................... _.............. . .... ----~- .. .. ............ _._ ......................... . 
Despite a loss of $2.8 billion, the actions taken by Lehman in Q2 '08 have resulted in 
the strongest capital and liquidity positions the Firm has ever had 

+ The issuance of $5.9 hill ion of preferred equity in H l 2008 and $6.0 billion of equity capital in June, combined 
Yvith the active de-leveraging and de-risking of the balance sheet (S 14 7 billion reduction in gross and $69 
billion reduction in net assets}, result in an estimated net leverage ratio of I 0.1 x (pro fbrma Q2 '08), tk)\vn 

frorn 15.4x in Ql '08 
,_:} .... '-; "'.. > -·('>j· ... ;. ,:· :::~ S ,._( 1,.-< >·>-•<'?_ j.. ; .£... L (;;. '-·· -'';'t'·· '·'~.; ( __-., ,:_'.;:_.__ l) :.__.<_.;> ---~ 

• Liquidity Pool;tood at a record $45 billion at the end ofQ2 ·os (up from $34 billion in Ql '08} 

Increased coverage or short-term (kbt of l.3x, up f!·nm l.Ox in Q 1 '08 

.... Cash Capital Surplus of$15 billion as ofQ2 '08 

ff.)~ l\~ !'\ 5 C-o 
G~ (J~ . .:,.:: .... _.) ,..,__ ... ·"~;;,: . . -.;---

cv ... -> ~.· •• ··-~~ .::::).-~~-~~; .. } 

+ Lelunan also rn·ade several organizational changes on June 12'h and June 24th designed to strengthen the 
organization and improve external credibility 

.Bmi TvlcDadc was anpointed Lehman\; ne\v President and COO. He has a pnwen track rec<.1rd of success in 
building and leadin~ businesses in IBD, Fixed lncome and Equities \...--',~'" '1"'~--~-~:,::,;),.~, . >tv<· t~· ·--d, ,.--..., ... ;:-,/.-

~ lan Lm-viH \vas appointed Lehman's new CFO, He brings significant experience to the position as our 
, ,;:-·fx~· f()rmer Cllobal ·rreasurer and .Finance alreadv reported to lan in his capacit\' as co-CAO 

_}::: .• '.;-:J ~· . .. 

. ,,r1t. ···· \4ike G-dband r~joined Lehman as Glohal Head of Capital iv1arkcts. During his prior tenure at Lehman, he 
C;·::·i_ f._ held several senior roles, most recen11y as Globall-kad of Fixed income ·from 2005 to 2007. 

;" )'-"·' .... 

\·(y!)/ 
0 ~ t 0 ,,. 

Alex Kirk rejoined Lehman as Global Hend of Principal Investments. H.e tnost recently served as co-Chief 
Operating Officer for the F'ixed Income Division and H.eud of Global Credit Products.'· 0 __. 

I\.) __. 
co 
.!::> 

)(~: "· < 
(), ,.':'..: ; ,;\ ;t 
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.J ,< ... ~<. ·+-·- .:_:;>L, .... v' .--.... . .... ~~:: .I ~-) _..... ~-~-; !. .• ·"\ (;...,.. ·i"'-" (/ /"••. 
: . ..-

--· -·f .. f/.~ . .~L ..:-· ... ~.__ X <: .. ,.A~y! /_!..-. -.. J· 

Executive Stnn1n~rry, cot1tinued 
ki,C.<-;)-. ~JY { / ( ;;.; .• ~·p:r:r .. ·--X 

;; .... -<_.,.,. -¢y .4.'-1-·"4 .... ').">--· ..... ? 

;-b .. ::::c:::.:../:. ..... 

'''""''''''''''·'·'·'·'·'''''"''"""''"''~mmm''''"'''''''''''·'·'·''''""""'-""'"~""""''''''''''''''''''""""'"-"'''''''''"''''""""-· ................ ,~~-------•• '"I 

We believe that Lehman's core underlying franchise remains as strong as ever 

Sales activity within eapitalrnarkets has remained at levels comparable \.Vith 2007, and in rnany key 

businesses such as rates; we have seen sizeable increases 

Investment banking has taken market share and been awarded a number of marqu~e mandates, including in 

June and July (p. 24 & 25) 

.... Investment management ltas continued to gnw,: in the highest n1.argin products and has won key rnandates 
in the past fe,,· \veeks (p. 26) 

Prime broker activity has increased profitability. Balances have been reduced as we have changed the 

timmcing terms to clients that vvere not generating sufficient profitability. This has reduced financing need~ 

and increased the returns of the business 
/' .... 

Financing activity has remained consistent Jrhe same d.i'ents that were funding us before March are still 

funding us .. J <~"t .; .. , ·r /._._ .... 5 ··--r-~ 
.· ... 
/..)~ ,;· '[.:(>'''>''o-F'-! 

. -. i~ :_) ,/'·/··~-( / /"')/'t:.:· f ( 1-.' ... ~--• 

/? --· NPF continues tn be aggressivelv manaued 
'-~-·~ ...... · ... ...._. 

/'1..-·:£_. .. ::/ .... -···· . ."-.~~_._t,~ .•.• /Y''<..r. q .- § ~-_, . ~-l::_ { ·· _,r. _..,~'f\. j · 

_( .(.- -~·-·· ~:... '\'"··fdl 
.•-<.•-.'<'..,-

.:~: :.,./... ..... _..- fo .. .... ~, ' ':c.;>~ ~--~ ;; ~ ,/·~~- :; ;:;,-- ~;.-~ .... --s::·. : __ ._/ . 
/'\_{). ~~._; ~.;:-:_ < .. 

· .. / 
i_.·/ e. 

· .. ; 
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Q2 '()8 ~erforn1ance Driv~en by .... §.~_y_~r-~J--.. t~.?.~_!_9rs 
Excluding the impact of writedowns and select idiosyncratic items~ the quarterly run rate 
was $4.2 billion. 

c~~. 1.?·~- c:~- .~-- . ' 
}'-" ..... :._._.•t . .-r--··\..... i~·;.> .• _.'l --}-~\.-(;_..,;. r·-< cR <~~--<: -I;-,,~ .Aj;'X._ / _.., t/ ··C·· 

Q2 • '08 Net •Revenues. (ln • Billions) 

Revenue Run·Rate 

lJ)sses : 
Nd \lark to Markd 
Adj w>tm,~n b 

Cn:dit & Ibtc P{)siuuns 

QZ,.fJlQM 

$ 4.2 

$ 3.7 

$ 0.7 

................ Y.~:~::~-~!?.~~! .. !.~:-~~~~-~1~~-~)_t:,__ $ o.s 
N:::--1 Rcvenu~s $ (0.7) 

l--f •./•~.,.. .. ·t·· t) ~-"'t l ~) -~-- ~"-->: /L ('),:;<:-;; ) 

__ ;; :. ..... ,... ... .! .(-" y· ):. .......... ;:) :f~--- ~~----\--->. r .. .r ..-=;._. ;:L"':-:4;{ .. 
{/ 

.. <;~/~) /.., ;:~ ... --:..~ ,:;_~--- f -t-- . , -· ,,~ .. r-~·:r--:.>Z., /\ 
l ,/_:r 

'· . .._/ 

Mark to Market• Ad ·ustments • (In Billions} 

Residential mortgage-related 
pn~-;i lions 

Other a.sset-baebxl related 
po~itkms 

Commercial morti!<'HlC and R [. . ~- ; 
rdated mvesunents -

Aequisition finance HlcililJel'i 
(unfunded and funded) 

Subtotal 

Valuation of dch< liabilities J 

Feb 29, 200S Mav J1, 1008 

( ., "'-' ., "'' I ~ '~H <.ross .::ill 

t(.>Jl) $(0.8} $(2.4) $(:2.0) 

(0.2) 

(I A_l 

(0.7) 

$(5.3) 

P.6 

(l.l.l) (OA\ 

{UJ) (0. 9) 

{OSi (0 . .3) 

$(2.4} $(4.0) 

0.6 0.4 

{0.·1) 

( 1.3) 

(0.4} 

$(4;!) 

0.4 

${4.7) $( l Jf) $(3.6} $0. 7') 

n ..... ;.:.:! ,;t;,•.;,.:·} r.:;~,:.·~~ !l•.' :i1,· ~:-·,y,~~,~~~···: t.W{:•t-:'i .i<•C·!I~ ~J-,.;- : '•~,'f.·C·:,..!•.·!o't,'< :{});_-;.·,;},•,;1!1::r •. ,•;,•: ;j;.;- {,~{oXo: '>."f . .' ~-,-)";·,~;;•! ,·:•'<'•)·:<.•!•~!-; N·:~ •Y.•.r!;:;.-:.:,.;J) .CU;g,•:::·r,·• •: ;(N,·,· !··}!,';J·:.·\·+ :l•,:•n! tf.':• !JrJ: t'.•''; •• ,·t :r •• - :M;•.X: <~.: ,·'<>',•!i•:•:•l:o ))·.<I;~;-~ 

'"' ·f -'• !.: .' .• '.;.;.•; ,;,,-~ •:0'1: --.~.-. ,•,• :r.· '·!•';•;,; '•'·'"'' •!<"•~I'•' •Jr.•.:.•,•:, :.r,'~• .,;,,,.a,•.i,;:. •o, ~u.-:;.:r~;r.: :<•~ <}~.:.; ~;~. ::.·.· ·.··~·,:. ~.:.•,) /• -·~..:;-:r•):. ,,·.;-:•,:_:· •'•)~·.'.•';)t •. ·• .• ;~-: ~.'·! .r:··,:: /•:f,.;,•,• ,;,c •. v .• _,,~CI•~.·-• J,;..J ,;,.;,..; .r:l •. • ./•}!<~~.: lo'!·,·' .• ).'<',;'.r.'·'' ,){ ,>•.:.:: ·,•;, '·i .'•~-'·'-'; .:,.•.:,~ ,•,• ~J!,:c.' )'.;.',C·J.~ .I; ;'.•'..r!;!•.YI~' 

I 

.'~: 1·.•.: ··~· ,., • ;1r,• ..... , .,, ]'~.-.:;~ .::x ~ .,;.:.· ! .::.·,·,-,·,; .-•. :,.y,· .,.,,,·c.:· :t.oJ>)/t' -''' .·!'.'· :'•'.:, :'.'•'! ...-~.:-··:.: -:.~":({ ~~-(~; ;.,·,;'1' ;f~.: .:(,''' :•'{:!_,.)~·.•:•.'! r,: ;;.::.: ,• •.'·'f' '.>.; )!· !N ~;·•,:.:;. .. : .:r,;{ :c.: :·,.r:.,:.: ,;t~;· ;':•.•. :•:.:u ... ,,..:,;.: •. - .•.•' ·.•;::•.·.•:{.; •H -:.·.:u .r..: :r•.:• ;~..-:•.,. ,•, '•.·.>;~ :·''-'·"'' :r,, . • ·.·: • .... ;,.:.._.,... 
v',•,-,,·.:r:H,_ ·.>.·~·;:•:•.'•C•:r, ·, 

' ·~: i......_,__.;. ..... ( ....... 
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LEHMAN BROTHERS 

• Issued in Fdmwry 2om: 
+ Non-Cumulalhie Dividends at 7.95(~(,, Perpetual 

+ Deeply SubordinaH.'d and senior only t(l Common Equity 

+ Included as CSF Equivalent Tier J Capitai 

.... 

+ lst>tWd in April 2008 

+ Non-Cumulntiv(~ Dividends at 7.~~5c:.-~ •. Perpetual 
,~r~r ~:; f. 5;·,;,:_.,,':, r .. ~:·:~c~£.·. '2~J-.-:/.~" 

~ / ' '( 

(.": __ .{~ ... ~-··· ~'::_...0'- ..... ~ )Y. "* ..... , 7·· :;:_;.., -~~-·--

Initial Conversion R<Ht~ 20.0509 per :;hare, equivalent to $4~Un strike per share ~fi.,,o_ 

+ Ikepty Subordinated and sfnior only to Common Equity ,/L~:...<;v/2. 

• lndud~:x.l as CSF Equivalen1 Tkr l Capital 

+ More than thR~e times over subscribed 

+ !~sued in Juu.e 200S 

+ ! 43 million shnn:s of cmnmon :'>tock 

• Public Off'-~ring price $28 per share 

+ !ndudcd as: CSE Equivalent ricr l Capital 

• Issued in Jum: 2008 

(~'');/ /' }.,p<L.. (;-., }m 

+ Non"Cumu!alivr Mandatory Convt:rrihk: Dividends at S. 75'};) 

/~ / .. ~ '· ( __ _.Q.. 

/(.·~ _.2... (/ ~:_:,.· ,F~:._~? .......... ~~·'-"t ............ 

+ Initial Conversion Rate be!'W(~en ?.0.2663 and 35.7142 per share al. S33 .04 ~ $28.00 

+ Deeply Subordinated and senior only to Conunon Equity 

+ Included as CSF Lquivalem Tier 1 Capitn! 

·.-.·;;: ::)· ~ .. / ,._ .... .:-.. ~ ........... 
. -~--------~~~---------------------~---~~---······-

.J ?-'\~6 

1?··-· ~) /:..~~ /¥': 5 _,,.·')"\,~. (_.":.-; , .. .., ~~-£ :. ··f.;_:, ,.. -~:- t ...... <.~- ~.:---; ........ ~ ..... ::-·._-;'-~- ... -

.r~ __ . ..,. ... ~:2) ! -:J-~ :.--:. "!.:.:~J: .... :e:- ~-::: .... , .. ,.-.. ,.. ·· .... --~~/ --~~ ...:-;·· ,_ ./ (~ f" / ;:__..! y _t'<--1 /Y'·\ 
, .. ( 
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... As Well As Shrin.k.age oftl1e Bala·nce Sheet ... 
-~-~ . ---. ·····--··························--------···-~--···--···-------···· .. ·············· . ·············:. 

Net balance sheet was $69 billion lower than Q1 '08~ and gross balance sheet was $147 
billion lower 

S bil!io iiS 

Nl.'t A%cts! 

(iross :\ sst~l'i 

i .. even'l}?;lbk Equity 

!6.h. 15.4.~ 

:<ie! 

RQ4 '07 

Actual 

Q4'07 

.1_ ...... .._ 

.) I-~ 

691 

23 

OQ! '(18 

A dual Aduat 

Ql' OR-··::v 92 '08 

397 ·v)'"'·"\_, 

786 
· ... ...--....,r= 

26 

30.7'<. 

~Q2 'OR 

32H 

639 
·~·.......-..···=--~~ 

1.7 

Reduuion 
92 'lUhs . .Q l '08 

r~'-...... ·.·-·\ 

JL?~ 

GN~>: 

t69i 
U-!7) 

}(;;:<:.,:+: 
:;,Y<',._'-. 

0 Q2 'fl8l'rtlformll:; 

'Z .r p <-'··-''>. i'·· q 
~) ,I 

\ t::::g~ 

-.f~i-"\ /. { ........ 

r. \.,JI ~t~ -<,~}· <':'. !tv) •. :::l:~;;;;·;;.:lh:t-i {,(s.wrx, {;l -:~.~-~h ~;Jed Y::nr.t'f!.fn .'·:~}-~-·:._;'~£.~:.•f{,_'d ,_;r:) c~r. ~:lr~·pf:'iii.f;.~~- ITXli!d.(•,1}· ~;:;~; ·~·~"}H':· !~w;r•:!.\t: . .;; (fi) :r_>(!U;.;t~·.r~;i;;,·'.::~d ;.;,,,J.'i}:< ~fj.;N·,;,·~.ren;.::· ·m;./ di~} :'\iO::.'l'd~lia~f.:; ~;:{Wig~l"·!~;; (;.~ .. :;d.~~:!(~~.:/ 

··-····.?~;z;;~~:;_~;:::;~r~~;1,;;;;7s;:_;rf~~i~;~~;':~;;;;t~~;/~:;r;:~~;;r:::~~-~~:-.': .. '?f!!:.':·:: "'"·''"!-"' ,,, ,;;:z!\ '~'''-·-·~·-">>> .•.•. '> ............................ ____________________________ _ 
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... Inclucling Pt1sitior1s in lligh-Risk .. Assets ... 
~~~~~·········································································································~-----~·.•.•.•.•.·.·~······························· 

lehman Brothers continues to reduce the Firmjs key Risk positions in the Fixed Income 
arena 

Hi h Yield At: Finandna 

;;; hill k>ll~ 

... ~ 

... ~ 

20 

15 

10 

s 

0 

!7.8 

:.:::!f:m::!,_.._,{· ~ ~ l ... J 5 '~4> . 
.... fl.t.t???flg{:-n! ·--~~~~~~~~~~~~~····j 

-~" () \._ ....... . 

lL5 

Ql 'OS [!1 '{l8 

·:!::, St·~ad\' l''·nm\:ss in . ·- ..,..... ..;" -- ... .. ........ ~ ... .. 

" ,~IIi m4'''>''"l(l ic ·1 1 in ·1 ... t .... ·;._.-"':' _:,¥ ·!-. -!-. ,.( ...... g. 

Q.~·og 

T~lrl?;l.'i 

{:, N· '"<)!'~t···~:~;·l·i· <·1' ,,,.l .. l 1 l"ltl"'").,. ··t·"''ntl!''t .• ~ .. ) .(... .. t ,:e ... ( .i .. ·} ~-. •> )_. \.._.\,.._, .. .i,._. 

for ?Y:''h of sales in 2008 

LEHMAN BR<XrHERS 

Commercial Mortg~1ge-s 

S hi!h~m-; 

40 

30 

:w 

H) 

0 
(H 'OS 

.. , ~ 

........ : ~,.: 
"1.9.4 i .~:;. ,,, i ,) ... ,,~• ...... 

Q1 '{)8 

. '\... !S.tl 

(>.3 'M 
Targt·t 

t'' Sales have been f'bcused on 
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~ .. And Capital Raised More than ()tlsets ln1pact of 
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The Firm has proactively raised capital to offset the impact of writedowns 
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Sttbstantial Redttction in Residential Real ·Estate Inventory 
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AggregatcCommercial.Mortgage• Related~lnveutory 
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Current '-'hu·k T<! \\ohrket 51.7 ·-19.0 39.~ 

+ Commercial real estate inventory is \Vel! diversified 
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• Reduction in overall commercial real estate related 
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.... And Leveraged Loan Exposure ··············--·················----------------------··················· ··································-----·············· ···--···············--······-------··········~..... I 
Overall high yield exposures are down from $55.28 (Q2 ~o7) to $11.58 (Q2 '08), and are 
down 37%~ versus Q1 '08. Exposures continue to be reduced in Q3. '08 
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2008 Q2 Liq_uidity Position 
.......................................... ~---·········--·---------·-··-···························································---

We ended 2008 Q2 in our strongest liquidity position ever 

Holdings ~ 

Sectn'NI Funding ~ 

Lehman Hank Entities ~ 

LEHMAN BROTHERS 

Q2 Liquidity !Vletrics 

• rtecord liquidity pool of$45 billion and cush 
capital surplus of $15 billion 

• Increased ovcrfunding in the repo book 

• Average tenor of rcpo book funding non-Central 
Bank eligible collateral of 38 days .. up from. 25 
days in Q l '08 

+ Record $46 billion of assets funded in our three 
banks at the end of I\1ay 
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-Holdings' Liqttidity 
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Record liquidity pool and cash capital surplus 

+ Since the third quarter of 2007 when the funding environment became more challenging. we have gro\vn 

our liquidity pool by $19 billion and our cash capital surplus by $12 billion 
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Liquidity .R.isk ()f Secured ·Funding 
···········-·················-·············-··········· .... -···················~- I 

The liquidity risk of our secured funding is well contained 

IWiinn.~ 

$2(JU 

$1Ml 

$120 

$80 

S40 

SIO 

Td-l':.l£!.~ R~p(! Gllwt·nm<'llt/ 'ffi.P>Irfy R\'po f't-nlntllhnk 
.:\gNtty ex. t;uwnmu~nt Eligible 

r' A~cnry 

lnw~!"m;:nt 

Gntd<>. 

Se('uriti<>.s! 

Major lndN 
:fquitir~ 

LEH Bank 

Fundi11~ 

l~ss Liquid 
Asst:t hwdin~t 
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Secured ·Fun.ding 
................... ~~-~ mm»» .. ••••••••••••••••••••••-••••••••••••••••••••··· 

+ \Vc increased the a\·'eragc tenor of the repo book from 22 days to 35 days (38 days for collateral that 

cannot be pledged to the Federal Reserve or the ECB) 

+ 'vVe grevv· term repo by 30o/o quarter-ovcrwquarter to 58%) of the non-traditional repo book. For the less 
liquid assets the term of repo is significantly greater than the avcrag~· 

~~~r.i ~~~~).' ~~~~l ~~?.~ .. . . Q~~l} Q I 08 

Average tenor (days) 
Central bank eligible 

Non Central bank eligible 

<~/;> 0Vt~m ight 

%J <.= ] \Veck 
1% > 1 \Veek 
<h} .> l rnonth 

'J•(t _, 

52~~) 

IJ1Yo 
35(!:,0 

24(ill 

:. . ·_;,,:-~-;;~-~!;;.}; f:rf:r~~j;~-;r·~:c;; ~-~ ~~:c:·,_.-.~ crdu{,,l.,~.:; C::J';'{N ,~:~nor!.\. j~-ea:;r,·n(_~-. (/::)::,_·T(fr~IO:'.rW ,HJt~ . ·i,.;.:t·N~ 1;;·: •. 

") ') 
kL 

56°/i) 

18~~) 

25~·(! 

2CtX~ 

Q208 
························ 

35 
30 
38 

42'}:0 
12(~-f) 

46~{) 

29'}o 

QoQ Q2 /Q4 

•• Ch~tngt· ......... Change 

13 s 

·14% -I 0~'!) 

-6~-~J -F:1o 

21 ~~/i) II?·~) 

9'% .::;o~ 
~· /0 

............................................................................................................... ~~~~~~~~~-~~-

LEHMAN BROTHERS 18 



0 
0 
z 
"Tl 

0 
m 
z 
--l 
)> 
r 
--l 
;;o 
m 
~ 
~ 
m 
z 
--l 
;;o 
m 
0 
c 
m 
(/) 
--l 
m 
0 
OJ 
-< 
~ 
m 
--l 
!:: 
"Tl 
m 

~ 
r;-
r m 
I 
0 
0 
0 __. 
I\.) 
I\.) 
0 
w 

Lehn1an Brothers Bank E11tities 
----~----------· ---- ---------- .. ~·~~------------ ········~ 

Asset growth at bank entities strengthens our liquidity position 

Lehman Brothers Bank/Lehman Hrothe.rs Commercial Ban.k 

+ Raises FDIC-insured deposits 

+ C'an pled11e mortgage whole loans to the Federal Horne Loan 
.o. L•' 'I.-.· ._, 

Bank 

+ Can access the Feel discount windo\v 

S Bn 

2003 2tl04 2iHl5 2UO~! :wo: 

LEHMAN BROTHERS 19 

Lehman Brothers Bankhaus 

+ Raises GDPF-insured deposits 

• Can participate in ECB tender 

flKilit!es 

.:18 

(!108 Q2n8 JuM 'flS 
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Gr_ps_f' \VritedOWl1S are Lqwer 1~11an Q.J~.~----······-···--•uuu.m-.-. I 
Gross writedowns reduced from $5.3 billion in Q1'08 to $4.0 billion in Q2'08 

S hil!inm; 

'Sfi.!l 

$5.3 

S5.0 

$4.0 

$-1.0 

S3Jl 

$2Jl 

SUI 

~(l.{l 

QI'Oll Q2 '{18 ...... } :v ... ~ ... ~~~-;.; .... *·· 
~-- ... -/ 

:~;~; .... ;;"' ·-·~ 
····---~~~::::!.~~::!i~~:~!!i::~~::;i?:~~~~~~~~X~~:::~!?! __ >p!;~o~~~_!_:_::~L.:.~::.~2._::~~~~:t;:e!.~~(~-"~··~~t_-~...:;;...:n~u...:•·=_i~._··_,_:•:_ .. ,...:·r:.:..<..,.:..'~~~-,~,_,~~.J.:.:;"J.:..:::_b_, ______________________________________________ _ 

::::: Rt•!:ddcut"ial :\-lortg:lg~~ • UtOs ! Rebtilm.~ hi1• Loau~ :::::: Comm.:-n·hd RNtl Es btl~ llll! Othn ARS and COO~ 
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~/V! t· .. , s /t-l& /(' /·v~' 'vAj ··+··•,,! ·~> i ~·, C-~ 

. \ .··-: . ..-:·5-~~ ~ "·::.:_;:_! . ..,~:;_._ ... 

< • • v· ~ ·, li_ .'~ .J ic·· ... (:.< _,.· ,;:C. ~~·--· .. ;,• f···,,.;;': ,;Qt~ .. Q ... • 

Hedges were in.effective in Q2 '08 ~:,.n:~*"-J · 2;-(: ,·Y·-. ~) -F-~ ,--,,~.'~"-/·?''<.'·:·:.: 

i '~-t:·' ,, .. ,.' (..-/" ?!-· ··("' 
./-~, J.·:....-'·~·.~···.(·.; ~·./·\ ;'_;..-·} a\ 

,,,,,,, ..... ,_., ........... - ......... ,,,. ................ ~-······-··········· 

Whereas Lehman's combined effective hedge ratio was 73o/o during the first nine months 
of the downturn, in Q2 ~oa we reported a minimal benefit from hedging. 

+ Assmning a. hedge ratio consistent \:v·ith the average of the last three quarters, the Firm's Net MTM (i.e., after 

hedges) would have been $(1 'l) btllion versus the $(3.6) billion /"> ·;::::_ ,\.>; <\ ,_· v'-1~ /;.," (" 
....__ . . . "• .... .. r 

S millinm; 

~r;.nuo 

$5JHHl 

$4.001} 

S:MUO 

:ii2.0UO 

Sl-061! 

so 
Gross 1\-ff:\1 Net )-ffM 

Q3 ·o7 

~T~;::..~2.-v\ ~ \ (.-( .•.-.·~;L·:.) F: 

Cr<•~~ !\"f!'M NN :\HM 

Q4 "0"7 l 

--?·~ <" (.-.. jo"\ ~ .... {2..~ .. :::.~-- f./ -f- .. 

SS,JOii 

Gm~.s '\-ff'M !'-<d \·n:vt Gro~s \H'M 1\t)t '\H:'\-1 

.-·'r· 
' 

Ql '08 

··' . ..-·:'.f·"' :~· 

Q2 ·oa 
,.. ' 
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Lel1n1an Is Gaining Mark.et Share in A. Weak. M.arket ... 
················--~-- - -------~~---·--·· ··""~- >»••··----~~--~•»»»>»••·······-········-······· 

We continue to increase our market share, highlighting the strength of our client 
franchise in difficult markets 

l.U~ 
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.. . Maintainir1g Otlr Ov·erall FID L)eadersl1ip ... 
cc - ~-~~~-"""-·············-·······] 

Lehman has maintained overall market leadership among most active US Fixed Income 
investors, increasing the depth of our relationships and ranking ahead of all of our US 
Broker Dealer peers 1 

+ Overall Markd Share (aga.in). im:r<~asing f!·om ll.<J% to !2 A'l'i; 

+ Overall Service Quality (again! 

+ Cnnsi . .;,k·nt Coverag(: Quality !ltgainJ by a V<:!;' vvid;;; margin 

• Overall Footprint 

+ T(!p 3 Rc!arif,nships. in<".reasing rank thHn previously 2nd 

+ f...ead Relai!nnsh!ps. increasing r,mk fi·om previously 2n<J 

+ Rdaiionship CapitaL a m;w t~~Hegory 

• E.-Trading pl'_·netratiot1 

Overall .Market Penetration 2 ('Vo) 
Hi!'! 

?P S4 Jl4 !!" lH.o !i? 

7~ 

1~ 

0 
'<)~ 'IJ:i; '(j':' 'Oll 
81LEH :,:,: !k~! !'~~r 

.. (: ;_;:,;.;.;~~~~ ;;:}~ · -~~:.~:~-;~--- .. ~~;~;~;_· :t;;?;:- ;j;x:- ~: ,;.n~f~}o~~d .\-!ani': {; N ~: 'r't8 

!5 

!Ul 
HA 

Hl 

" 
t! 

·nf> •f17 't>S 
e1m ;:;:; l.k>~I'Hr 

+ H l ov;;;-rall cuch yc~1r 'iJ4 CCC 'OR 

H.ighcst s~ort of Bcst Peer (any ped<xiJ < LEH ·slowest score 

(eurren! period) 

• No negalive score in any period 

,\!l L!S !:VD pet~rs have had negative stor..;~s 

• ? oflhus~; pt~crs W~'re ncg:ativt~ in each y•.~m· '06 -'OR 

+ ii l in sales past l\.\"0 year~; 

Highest score of Best Peer in ·os < LEH\: '07 score 

.:f.:'.~~ P(·.:r ;._ :i ~:(!.-1- ~).\' }.'r~)-t.;,v f'J~:,;lo-· r.';'v!:Y·'{' ~{u;>J(' w {:~:-.:h d~~(~j~·tff.•li <~n.!~! ;J• ~-~~r?f~-!;:!!~!:~~~~:-.~~~!:.f!.~~~-:~·:!!~-~~-:·:'!..~·!;w;ct~ ~!:~~~~{!.!.~~·~t:!!.~:(::-~::::~:-:.::·:?::~:-::~::::::.:~r:-~·-~:):~~~1~<-~~~~-~~~~!!~rJk';f.I·~:A£'"'"'"'"n'"'"'"'"'"'"'"'"'"~~~·······~~~-·-·-·--·-
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... Witl1 Strong Francl1ise Gains in Investn1ent Ba·nking 
,O.,O.,o.,o.,o.,o.,o.,O.,O.,o.,O.,.,o.,.~~~-········~•••~,0.,0.,0.,0.,0.,0.,&,&,>.,>.&&&000000000_0_0_0000+++++++--+++ooooooo,a,&,&,A,AAOOOOOO .. H+•~••••••+++ooooooooooo~o~ooo "• 

---····· lehman is achieving significant market share gains in a challenging environment 

lnvestmentBankingi\1arketShare 1 

Globd 2006 2007 YTD D8 

M& A /\nnoHiK~d 15.4'~(, 17~5!~--~} l R. 7':::·~~ 

tvl&/\ Comrk~ted l S. 7!~~) l () .4·'~;, 25.2°''' 

Fqu!!_v & Equity Rdat<.~d 3.9"·~~ 3.6~:~J 7.6% 

High (!rnd~ l"kbt ,·jj.')·<; 4.0(>.~, 4JJ'% 

High Ykld !.kbt 5.2'}·;) (),()'!,;" 6. l <J.~, 

S3.9 

2004 2005 :2006 ') (.)()7 ') O(J '-~ I 2 
....... ' ....... • .fJ 

Ill Debt t:=: Equity { Advi"iory 

~1~;;-f.t.r:.:! ~-hu .. -~- /';,,,_..,~·.! t).f! }.r:!;_t -~~·_,,.d<J.h: '/hmtt50!1lft:.tk~ .. ~.~- (.•/../m;:-: J ,(, .. ?f~~)8 
}f:}rY·~: ~:ia!.t.'.f (~~·tu!f~ rhroi;;:!t .·~!r.ly ;JHJ:1 aa,H6Jh:x:d fh;:F:f:·~ft~~,. 
,·;!~'~:)u.:;~::··d .H.:{.-f d~·~·s/.'< 

c~_lff(_t:-J-=·.:ed =~ 1~\- .:; d{·.)"/y 

• 
F'r·anchise JVIomentum 

Leadership in strategic M&A and Hnancial sector 
restructurint! '-' 

$5.2 billion equity and convertible preferred 
issuance ti:>r FNMA 

$7.0 billion equity and convertible issuance for 
Washington rYhnual 

As well ns issuanees for CIT, J'vlBIA and regional 
banks 

• #4 G!oba!ly and# I in Asia (ex-Japan) announced l'v1&A 

+ Advised on 2 of tbe top to announced M&A as .,,.·ell as 
3 ofl!H.~ top 5 completed l"vJ&A 

$!13.0 billion Phillip !vlorr.is lnt'! spin-off-\4 

$28 .. 1 bi II ion :otcquisition of Alltd by Verizon 
\Vlrdess; 

$2! .5 billion acquisition ofJmperial by· Altadi.s 4 

$HL6 billion acquisition of Scottish & Newcastle 
bv Heincken NV and Carlsberg A/S ci 

v ~ 

.................................... ,.,.,.,.,.,.,.,.,.,.,.,.,.,. ..................... _._.~-·-·-·-----·-·-·-·-·-·-·-·-·-·····- ~~-----------------------------------·-·----
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... Wl1ich Has Continued l11 Ju11e 
~~~~----~~·~·············································--~~~~~~-

lehman~s quality of execution has resulted in clients trusting us with their most 
important and sensitive banking transactions in difficult markets 

+ .Junt~ M&A Annoum·cm,mts 

~ Vodafone Group PLC (thru Verizon Wireless, Inc). $28.1 bn At'quisition of Alhel Corp 

··· Telemex Spin ofTdrnex International for $16.2bln 

China Unicom, S9.6bn Sale of the CDMA Business and Nc!v.·ork to China Telecom 

I 

BBVA and erne (advised both sid~s)- BBVA $L2bn Increases stake in ClriC International Financial Holdings 

and China erne Bank 

Eni's $41 Omm to Acquire Stake in He<>\:·ett Unit From Tullow Oil P!c 

···· ·rerdca, lnc., $338mm Sak to Ipsen, SA 

+ Equities 

··· Comnleted Rurbts offering thr Carlsberg t ......... ~ ol...:· 

.... Cornpleted Rights oHering hn· I rn1x~ria! Tobacco 

- Priced Fol!o\v On f()r Boardv~--alk Pipt·line (L00\VS) 

Priced Fol knv On fi_)r Tee kay O!Ts.hor(' Panm.•rs 

···· Prk(~d Pow"t~r One convertible 

+ HG&HY 

Stmnu Client f1ows in ear!v June 
v ~ 

···· Deal Pricing for Cenveo, Iron l'vlountain and Sequa, FPL, Duke, Republic of Portugal, Hartford FinanciaL and 

Nor1.heast {Jti I hies 

LEHMAN BROTHERS .25 
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Investment Managen1ent .Also A K.ey Ct)tnpt)nent of Success 
~'~' "~--- ' --- ·-·~···················-·~························· 

IMD has exhibited steady growth and is a key component of Lehman's strategy to 
increase revenues while mitigating revenue volatility 

Assets•I.Ituler Management Trend • FortPs Asset Mam•genu.•nt Mandate- Lehman llrothei'S \'nts 

.. JJii'Y.. 

'"' -~~~:__,;;•~-m~ 
··········.·.·.·.·.·.·.·.·.·.·.·.·.·l-.'7~---

S HHlioas 

JOII 

~~H 

elected as sole strategic advisor of Ford's pension 

Ford scl~cted Lehman Brothers to ilnptement iJs strategic 
objective as sole strategic partner responsible t(..,r tactical asset 
allocation \Vithin the alternatives port:f()lio. ln addition to 
providing tactical advice, Lehrnan Brothers \Vill directly manage 
a portion of the alternatives portf()lio, holding responsibility t(x 
rnanager selection fhr hedge Hmds, private equity and real estate 

!5!l . P!l ..... ·.·.-.. U/........1 
!!Hl ..... 1- ....... 1: : ···:··· ..... 

'W ...... . .... . ............ . .... 

lJ ..... . ...... ............ . ... . 

20{iJ H>04 2005 2\lll(> 

···\1''\1 

:woo (H'lll! 
• Tt.•acbet· Rt'tiremt•nt System (I'RS) of Texas Strategic 

Pn rtnersh ip 

S Milhi>U~ 

4J!IJI) ;::: ~:i~?>~:::=~ "·'" 
···· TRS is one ofthe ten !arges.t plan sponsors in the 1J.S. with $1 10 

billion assets under management 

Lehman Brothers \\•as selected as one of fbur strategic partners to 
transact a share oCTRS' capital markets business 

1.?2.') 
2,1lit0 ·······1,1.?4························ 

L.Ci.Ul .. l <)1)-r ·······1·········1········· 1~0 ....... ......... . ..... . 

~~)~: I········•••• •••••········· ••·•·· 
2lllJJ 20M 2H!IS 2Hll6 21!!1' 1:11 !IX 

-~~<:l"~lltll: 

~.--~>,) .> 

LEHMAN BitOTHERS 

i 
1(1!11\ 

• Ct~ntral European Media Enterprises (CME) lnyesteu $45 
Million Into the- Lehman Urothcrs Asset Management lTSD Off .. 

Shore Li<fnidit:r Fund 

Cl'vti:: operates the leading pan-Central and Eastern European 
national private television stations and networks 
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Lel1rna11' s Core .Francl1ise Ret11ains Strong in Q3 ~ 08 ~ .. 
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lehman's sales credits~ which reflects the volume of client activity, have done well 
during the recent period of turbulence and are continuing to hold up in 03 '08 

• This is also confirmed by trade volumes, w·ith 2008 volumes above 2007 averages 

ISW!c 

160 1:'( 

140(,'{' 

120% 

lOU% 

SH% 

611~<· 

41)<·~, 

20£?(, 

0% 
Qtrly A vg 2U0(~ Qtrly A vg 2007 Ql 2008 Q2. 2.008 
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.R.estructttring and Dclwnsizi11g Lehma11 ·For the Nevv Market 
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Lehman has taken steps to adjust its cost base by reducing expenses in those 
businesses experiencing a secular decline while continuing to deploy 
resources to those businesses with strong future growth potential r .. 

'i, ,,v:;;:,; ~-~, ~'f~'" ,, • Head Count reduced fi·om 28,556 in Q4 •o7 to 26,189 in Q2'08 

tvlajoritv of reductions corning H·om "'secular decline'· businesses 
,._ ~ <....· 

+ Initiatives designed to provide sustainable profitability in the current downturn ":vhile positioning 

Lehman to take advantage of gruwth opportunities when the cycle turns in 2009, and including: 

Exiting of Mortgage Capital Business (l\1CD) 

Streamlining organization and processes 
.r?~ 

Consolidating groups, roles and functions 

Scaling back marginal oftlces/functions 
,. 

,•- ·-r··· 

• \Ve want to be careful. not to overshoot 

·f /(r -·~ J"?' 

' ''{ r· 

c,/ , /--.~-·-' 
•' l 

.. _.r~..-·}-..::: ~-......... i ...... Hs:~v....._j;~.... ...~-·-.....) 
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Revenues :Reqttired to Achieve Leh1nan's 15% Target ROE+ .. . . ......... ....... . ····- . ····--··-···· l 

Based on current cost structure and capitalization1 $19.5 to $20 billion of 
annual revenues are required to achieve a target ROE of ....,15°/o 

,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,.,. . ,.~ \. '- . ~:·'' l . /' 
.. j'' { . ·-..,'...· .... ~ .. ' . .( ·~· u · " <f' · •. , r ... r ,t\ .,.. .. · 

Revenue $15.0 $17,() $19.0 

Compensation $7.4 $8A $9.4 

NPE $3.8 $3.9 $4.0 --
Pre.;Tax Income $3.8 $4.7 $5.6 

Taxes $1.1 $1,4 $1.7 --.. -.. --
Net Income $2.6 $3.3 $3.9 

Preferred Dil.!idends $0.7 $0.7 $0.7 

Net Income to Common $2.0 $2J) $3.3 

Common Equity $23.3 $23.3 $23.3 

ROE 8% 11% 14% 

\Aw· l, v~U \' r 
~~; .,. . .) ./)~·/"' 
- . A~"' ,...- ' .. 

l\~....... · \{,.. · S r .. · { ' >~,-.-- ... { .(.-;._~>. 
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... History as a G·uide .. ~ 
. -~~---· --"~~~~--~~~ """""··············"·-···············-----.. -"....... ~~~~~-~·- ..• 

• A,,,et';.H2~d -$900M ~)v;::·;a:;i -·~ Qs~~··· ··~ 

- . I 
! over bst 2.) yrs). driv<;:n by ;\U\·1 !nf1<)\\<; ! 
·--------------······-"""""""""""""""""""""""""""""""""• ----~----.. ~ ..... _]""""""""""""".! 

im;hding: $l.Of~ nx:ord in Q! '08 

• /\h<). strong r<-v grow1h ($l2 :1\f per Q 

~UB- SlAB 

$90HJ'Vl- SLI H 

SiOO~l- $900M 

-- ~~~~~---················~··········---............. ---------··-·--···············------.---------------

lnYc,o.;.tmcnt H:mking lnYcshn<• nt M armgc nw nt E(!Uitics 

__..,,...- _....~...._,..,.•_....---:? ••••••••••••••••~--~~••••••••••••oYTonH•••~ 
~-------

• A v.;-:rH:;:{~d S9U(J\·i \Wei· pa"l . .J. (1:.; 

+ f·katkotmt ir1v(''anhmts HM<.k, 
i'.''>Pt<.:oiaHy nuhkk the U.S.,,!<> d!·!v,~ 
further £2.row!h 

L~~~---~-~---~-~--~--

~::~$~:.:.!1 08 l 
! • Av;;mg<:d $1.213 dudng H! '08, I 
· t~xduding Principal gain~ i k•~'<cs j 

+ ,'\v•:mged $1,6B p(·t·Q in '(fi. \\"ilh ! 
no 0 b<.'low $1.)13 ! 

l 
' i i 
i 

SL7H- SL9H ·~5.0.B 

Fixed lncomt.~ Total 

'<.-·-

···~·-·········~:. ---·-·--·----------··················-----------···--1 

• Averaged ···$1.8B twer paq 4 ()s, ! 
t:Xd'>(li,,,.. i 

'Lf. '':71' l 
MT\:1 !ossc~ ! 
Gains nn 3tnx-tw"<:d !iahilitie~. ! 
Lf!'>:ses from ddensi\"~~ !radi11!:'- ! 
posl!ions ! 

~~~~~~------~~~~~-' 

------------~~~·-·············· ---~-~- ~~~~~~----~-~~·~·~--·~~~~--

LEHMAN BROTHERS 30 



0 
0 
z 
"Tl 

0 
m 
z 
--l 
)> 
r 
--l 
;;o 
m 
~ 
~ 
m 
z 
--l 
;;o 
m 
0 
c 
m 
(/) 
--l 
m 
0 
OJ 
-< 
~ 
m 
--l 
!:: 
"Tl 
m 

~ 
r;-
r m 
I 
0 
0 
0 __,_ 
1\.) 
1\.) __,_ 
-...j 

• 4 • And _Are Consiste11t With Historical _-R_eturn on Assets 
-~~- --~~'""" ~~~~~- _ ">---P·~_ m-.._.,,,,,,,,,,,, ____ ,,,,,,,,,._,,,,,,,, _______ ,,,,,,,,,.~ ........ 

A mid teens ROE is achievable even with increased capital and decreased leverage 

• Achieving $l9bn in net revenue vvould require the Firm to cam a 4J-i1!---h revenue return on assets (ROA), 
vvhich is conservative given the ROA earned last year and throughout most of Lehman public company 
' ' t1tSt(>•·v '"<·' if.> • ·-· -· -1 ,' •:#":, ~ ... • ,~.-~ 

i ,, (~~~( '~,: ,,~ ' {;i'J 
/_.-

Historical LEH•Revenne R~turn•onNct•Asscts 

/ 
Avg 2007 Profom1a i'\_ vs. Avg '07 

'Tan9T8r;t€ti'uT1y'-'cai>l1ar·,_,_,_,_,_,XVX<·szr:o=--,_,_,"~s3~r=z=-=-=-=-=-x-=-=-=-=-=-=-=-=-=-/.·=--=gsoz=-=-=-=-=-=-=-=-=-=-=-=-=-

Net Leverage 15.6x 12.5x ~3.1x 

Net Assets $327 $415 2.7% 

Net Revenue 19.3 19.0 -1%, 
/ ..... ....-~··---~ .. -..... 

Revenue-ROA ·5·,9°/n ( 4.6%) -'1'% 
'--."'-..._ ........... __. ... ~ 

·t0il'7<. 

:\vl:)rage ,;!nee be;.;oming public company "'5.3% 

~ •• MI''y~, 

5.20%, 

"1 • (~''' ',,} "' ~ __ , )"' ,_,.! , .. 

:::..•>jj%, 

19~>8 1'1-9'1 !000 t.OUl 2tl01 200J 2004 .2{11}5 2lHHl 2007 
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S LUl1111ary 
............................................................... ·----------··················-··························---

• l..ehrnan \;capital position and liquidity have never been stronger 

+ vVe continue to reduce exposure to higher risk assets and (h>risk the Firm 

Residential Mortgages clown 22(1/o !}om Q 1 

Conunen:iall\.lortgagcs dovvn 19(\t;_, H·om { ... ) 1 
"' .... 

··· HY Acquisition Finance down 35~-~) fl-orn Ql 

··· Total Assets dovvn 19% fl·om Ql 

+ Derisking continues in Q3 

• Client !hmchise has continued to pedonn wdl 
Sales Credits arc trending above 2007 levels 

Ne\·v sizeable mandates in Investment Banking and lnveslrncnt .Management 

.Evidenced bv stronrr results in Greenwich Smvev 
~ ~~ . ~ 

.. rvtanagement changes have strengthen the organization 

··························------------·············~-. 

+ Returning a mid teens ROE is consistent vvith the strength \)fthe client franchise and the current cost base 
~ ~· 

even with increased capital and lmver leverage. excluding the effects of legacy \Vr.itcdowns 

LEHMAN BROTHERS .,.."') 
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Maddy 
Nunez/Fms/MetLife/US 

07/22/2008 10:38 AM 

To Nancy Stasse/lnv/Metlife/US@Metlife 

cc 

bee 

Subject Fw: Lehman meeting tomorrow @ 200 Park 

Hi Nancy. Got your voice mail. Thanks for the heads-up. 
Eric's response is to leave the Lehman meeting as is. 
-----Forwarded by Maddy Nunez/Fms/Metlife/US on 07/22/2008 10:36 AM-----

EricT 
Steigerwalt /Fms/MetLife/US To Maddy Nunez/Fms/Metlife/US@Metlife 
07/22/2008 10:34 AM cc 

Subject Re: Lehman meeting tomorrow @ 200 ParkbJ 

Leave as is. 
Maddy Nunez 

----- Original Message -----

From: Maddy Nunez 
Sent: 07/22/2008 10:29 AM EDT 
To: Eric Steigerwalt 
Subject: Lehman meeting tomorrow @ 200 Park 

EG meeting now scheduled to end at 2:30pm, but may run over. Lehman meeting scheduled for 2:30. 
You and Kandarian are open all afternoon, but Wheeler has Chris Breslin for an hour @3:30pm to discuss 
earnings. Move meeting to 4:30 pm, reschedule or leave as is? 

Lily is out today returning tomorrow. 
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Calendar Entry 

Appointment 

I Subjeet 

When 

I Description 

Topic: 
Location: 
From Met: 

From Lehman: 

Contact: 

! Lehman Meeting 

Sta.rts Wed 07/23/2008 

Ehlds Wed 07/23/2008 

02:30PM 

03:30PM 

Lehman View on Strategic Capital 

1 hour 

200 Park- 57th Floor Small Conference Room 
Bill Wheeler 
Eric Steigerwalt 
Gary Antenberg 
Steve Lessing 
Jeffrey Weiss 
Richard Bonaventura 
Maddy Nunez (212) 578-2714 

CONFIDENTIAL TREATMENT REQUESTED BY METLIFE 

D Notify me 

D Mark Private D Pencil in 

I Where . to~;<~tlon ... :1 

I Categorize 

~~ 
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Calendar Entry 

Appointment 

Subject : Steve Lessing and Skip McGee - Lehman 

When 

I Description 

f St~rt~ Thu 07/24/2008 

:'El:,tild~ Thu 07/24/2008 
., 

Location: Steve's office in Morristown 
Contact: Joanne Larkin (212) 526-8848 

03:00PM 

04:00PM 
1 hour 

CONFIDENTIAL TREATMENT REQUESTED BY METLIFE 

n Notify me 

U Mark Private D Pencil In 

I Where LocafioD I 
I Categorize 

I 
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Brian Keetch /lnv/MetLife/US 

08/07/2008 12:53 AM 

To Steven A Kandarian/lnv/MetLife/US@Metlife 

cc 

bee 

Subject Re: Lehman Update from Kandarian[!J 

History: 

Rob says the following ... 

"Super letter and great follow up. Please keep me posted and I will see you in a few days." 
Steven A Kandarian 

----- Original Message -----

From: Steven A Kandarian 
Sent: 08/06/2008 09:29 PM EDT 
To: Brian Keetch 
Subject: Re: Lehman Update from Kandarian 

Please let Rob know the letter was sent and a team from Investments is going to Lehman on Thursday 
(tomorrow) to analyze their assets. We have made it very clear that we are in the exploratory stage only, 
and that Lehman should continue pursuing all other avenues simultaneously with our discussions. They 
understand our position. 

Brian Keetch 
-----Original Message -----

From: Brian Keetch 
Sent: 08/06/2008 06:06 PM EDT 
To: Maria Rivera 
Cc: Joan Cardone; Nancy Stasse; Steven Kandarian 
Subject: Re: Lehman Update from Kandarian 

I will deliver to Rob this morning (2 hours from now). 

Thanks 

Brian Keetch 
Office of the Chairman, President and CEO 
212-578-4499 (phone) 
212-578-7532 (fax) 

Maria T. Rivera/ I ns/Metlife/US 

Maria T. 
Rivera /I ns/MetLife /US To Brian Keetch/lnv/MetLife/US@MetLife 
08/06/2008 10:52 AM cc Steven A Kandarian/lnv/Metlife/US@Metlife, Joan R. 

Brian, 

Please share with Rob the following: 

Cardone/Crp/Metlife/US@MetLife, Nancy 
Stasse/lnv/MetLife/US@Metlife 

Subject Lehman Update from Kandarian 

CONFIDENTIAL TREATMENT REQUESTED BY METLIFE ML-LEH 00012222 



1) Lehman meeting update note from Steve Kandarian 
2) Letter that Steve Kandarian drafted to Dick Fuld 

Thanks! 

Maria 

*********************************************************************** 

Memo to: Rob Henrikson 

From: Steve Kandarian 

Subject: Lehman Meeting Update 

Date: August 6, 2008 

Rob, 

Bill Wheeler, Steve Goulart and I met yesterday at Lehman Brothers with Dick Fuld and a few members of 
his senior manqgement team. We had a very good conversation and got a better understanding of their 
business model going forward. They are looking at a number of options and hope to have something in 
place prior to announcing their third quarter earnings in mid September. 

I plan to send Dick a follow-up letter today outlining how we would propose moving forward. If this is 
acceptable to Lehman, we would send in people from Investments to scrub their balance sheet. Lehman 
stock is currently trading around $20 per share. If their stock stays at these levels, I don't think the kind of 
deal we are interested in will work for Lehman. 

Nevertheless, I think it is worth doing a little work on this potential transaction, in case Lehman's fortunes 
in the stock market turn south. 

Please let me know if you have any questions or thoughts. 

Sincerely, 

Steve 

************************************************************************************* 

August6,2008 

Richard S. Fuld, Jr. 
Chairman and Chief Executive Officer 
Lehman Brothers Inc. 
745 Seventh Avenue 
New York NY 10019 

Dear Dick, 

It was a pleasure to meet with you and your senior management team. We found it a very frank and 
enlightening conversation. After discussing our reactions to the meeting, we believe there is enough 
common ground that we should continue our discussions. That said, there are several parameters that 
would guide our analysis and interest in any potential transaction or transaction structure, which we 
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• 

outline below: 

1. Metlife would invest in the common equity of Lehman such that it would result in a controlling stake; 
2. Metlife would appoint a majority of board of directors members; 
3. MetLife would use purchase accounting methods to account for its stake in Lehman; 
4. Lehman and Metlife would agree on all mark-to-market adjustments of Lehman's balance sheet at the 
time of a transaction; 
5. Metlife would expect, as much as practical, that adjustments would reflect actual trading or liquidation 
values of most sensitive assets, including residential and commercial mortgages and real estate, 
leveraged loans and asset-backed securities, and eliminate, or at least minimize, risk of further material 
markdowns; 
6. Equity valuation would reflect adjustments for balance sheet assets and liabilities, change of control or 
anti-dilution provisions of other equity investors and structures to "reset" employee equity stakes, as well 
as further discussions pertaining to business model and earnings power going forward; 
7. Lehman would continue to operate according to its business plan, subject to board of directors' 
responsibilities and oversight. 

Other matters would require further discussion, including whether or not Lehman should retain public 
ownership and whether or not MetLife would consider a sizeable acquisition of commercial mortgage and 
real estate assets from Lehman. 

As to next steps, we are prepared to move expeditiously. We would be available later this week to 
simultaneously engage in more detailed discussions of financial results and projections and begin due 
diligence, initially of the more sensitive asset classes such as residential and commercial mortgage and 
real estate investments, leveraged loans and asset-backed securities. We would likely engage financial 
and other advisors, if we were to proceed. 

Again, we appreciate the candor of our conversations and look forward to your response. 

Sincerely, 

Steven A. Kandarian 
Executive Vice President & Chief Investment Officer 

[attachment "Fuldletter.doc" deleted by Brian Keetch/lnv/Metlife/US] 
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Robert Merckllnv/MetLife/US 

08/08/2008 08:56AM 

To John Rosenthal/lnv/MetLife/US@MetLife, Steven A 
Kandarianllnv/Metlife/US 

cc 

bee 

Subject Re: Fw: {Metlife Secure Message} UpdateQl: 

cavanagh and wilsmann are pulling together additional team members today and are awaiting the 
information on the portfolio from lehman. looks like it can be done electronically so we can work from 
motown. john, they have a decent amount of unsecured corporate debt they manage in real estate (hilton, 
archstone, etc) above the $30 billion. cavanagh will get with you on needing help to look at that also. will 
get end of day summaries and forward along. 

John Rosenthal/lnv/Metlife/US 

John 
Rosenthal/lnv/MetLife/US To Steven A Kandarian/lnv/Metlife/US 

08/07/2008 06:02 PM cc Robert Merck/lnv/Metlife/US@Metlife, Brad 
Rhoads/lnv/Metlife/US 

Subject Fw: {Metlife Secure Message} Update 

A few preliminary comments on the three that were at Lehman today (in order of degree of difficulty-­
lowest to hightest..) 

1. High yield loans .... about $7b in total, not too many positions ... maybe 20-25. Will be fairly straight 
forward to value, and won't take long. 

2. RMBS ... about 15-17b (the number is moving) of securities and loans. The securities will be fairly 
straight forward (even thol.1gh they are generally lower in quality than we are used to valuing). The whole 
loans will take a little longer. We should have a decent idea of what the portfolio is worth today and in a 
more stressed environment within about a week. 

3. Commercial real estate ($30b as of 5/31). About 2000 positions that span many property types, 
geographies and parts of the capital structure. Mark Wand co will need to take a sampling approach as 
they will not be able to value each posiiton. They were still meeting when I left Lehman, but I'm guessing 
it might take 2 weeks to come up with aggregate values we'd be fairly comfortable with. 

At McDade's suggestion, I will be heading into Lehman again tomorrow with Odonnell and probably 
Wiviott, and we will be walked through the 1 OQ. This will serve as a springboard to begin talking about 
other assets on the balance sheet not covered by today's teams. The majority of these are govt' 
securities, high grade loans and loan committments. Other areas we should look at, which I will mention 
tomorrow, are assets related to their prime brokerage business, their trading book and derivatives, 
including those used for hedging., as well as any off balance sheet "assets". I am also trying to arrange 
for Mazzola to meet with them on Monday to begin to discuss the various equity and partnership positions. 

y John Rosenthal/lnv/Metlife/US on 08/07/2008 05:40PM----­

John 
Rosenthal/lnv/MetLife/US To STEVeN KANDARIAN 

08/07/2008 10:12 AM cc 
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Subject {Metlife Secure Message} Update 

Talked to McDade. We are not arriving unitl 1230-1 at their behest. The three teams will be meeting with 
Lehman counterparts separately. Bart asked if we could delay bringing Mazzola (to look at equities, LP 
interests, hedge fund invest, etc) until tomorrow or Monday, saying the appropriate person on their side 
wasn't around. I said ok .... but I think they were a little surprised that we wanted to "understand/value" 
those assets as well. 

I did say that we wanted to understand/value the entire balance sheet; so that we would want to get our 
arms around the assets that didn't fall within the three areas we will be discussing today (probably about 
$200b, much of which are short term trading positions). He suggested we save that for tomorrow or 
Monday as well. 

He reiterated that in addition to potentially something"on a larger scale", they had particular interest in a 
large commercial real estate sale, I told him our folks were aware of that, and tt would be a focus of their 
analysis. 
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Calendar Entry 

Reminder 

Subject 

When 

I Description 

Note: 
Contact Dan: 

·' ··' . 
L Travel Summit to Lehman - Dan O'Connor 

Starts Thu 08/14/2008 

Steve Goulart will attend 
(917) 584-2697 cell 
(732) 735-5704 home 
(917) 838-1193 car 

06:30AM 
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Calendar Entry D Notify me ~ 
Appointment D Mark Private D Pencil In 

I Subject Steve Lessing- Lehman I I Where ·. Locati0n 

~======~~~==~~~~~ 

When 

I Description 

From MET: 
From LEH: 
Location: 

Starts Thu 08/14/2008 

:.lii11~ts Thu 08/14/2008 

Steve Goulart 

08:00AM 

09:30AM 
1 hr 30 mins 

Bart McDade, Skip McGee, Mark Shafir, Jeff Weiss 
745 7th Avenue- 32nd Floor 
(212) 526-8643 office 
(917) 689-8526 cell 
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John To Steven A Kandarian/lnv/Metlife/US 
Rosenthal/! nv/Metlife/US 

cc 
08/13/2008 04:38 PM 

bee 

Subject Fw: Lehman Structured Finance Assessment 

Steve, below is a summary of the work done so far on the RMBS portfolio. Bottom line, we have come up 
with an adjustment of about $2.1 billion after having analyzed just under 20% of the portfolio. More work 
is being done to get our arms around the rest of the RMBS assets. 

We are not yet in a position to put a value on the rest of the assets that bear consideration---Corporate 
debt (funded and unfunded), private equity and hedge fund investments, other commitments (generally off 
balance sheet, including the $5+b of fund of funds guarantees for eg), their muni portfolio (about $4b) and 
certain derivative positions (mostly level 3 category). We had conversations about their collateralized 
funding business and are okay with those assets. I will keep you posted. 
-----Forwarded by John Rosenthal/lnv/MetLife/US on 08/13/2008 04:34 PM-----

William 
Moretti/lnv/Metlife/US To John Rosenthal/lnv/MetLife/US 
08/13/2008 04:32PM cc 

Subject Lehman Structured Finance Assessment 

John: 

As we discussd, our team reviewed a portion of Lehman's Structured Finance portfolio. Below are some 
observations: 

• In general, the portfolio is highly distressed and is comprised mostly of transactions from 2006 & 2007 
that Lehman was not able to fully sell in the primary market, or whole loans that did not make it to 
securitization. Most of the transactions are from Lehman shelves or other issuers that our team had 
typically never approved for investment. 

• The total portfolio of structured finance that we will analyze is approximately $30bn. Over the past 
few days, we received information on $10.7bn and we were able to analyze $4.8bn. We were unable 
to analyze half of the portfolio mostly due to unavailable information on the securities- not available 
on Bloomberg or lntex. We will attempt to gather additional information from Lehman that may allow 
us to continue our analysis on these securities. 

• Of the approximate $20bn that we still have not yet received information, $9bn are European 
securities ($5bn of which Lehman has lined up to sell), $8bn are whole loans and $600mm are Asian 
securities. 

• Our initial assessment of these securities shows a downward adjustment of -$2bn on the -$5bn 
analyzed. Most of the adjustments came from $1.1 bn in A It A securities, $450mm in ABSCDO, 
$350mm in Subprime and $150mm in Other Residential. Due to the highly distressed and illiquid 
nature of these securities, our calculated market value is a compilation of our base case default 
scenario and current market values. Since many of these securities are already marked to a "deep 
discount" our base case and stress case scenarios overlap in many instances. 

• Attached please find our preliminary valuation of the structured finance portfolio. 
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Residentiai·Summary V3_~1s.zip 

William Moretti 
Managing Director 
Metlife Investments 
Tel. 973-647-3381 
Fax 973-647-3052 
wmoretti@metlife.com 

CONFIDENTIAL TREATMENT REQUESTED BY METLIFE ML-LEH 00012230 



Steven J 
Goulart/Fms/MetLife/US 

08/13/2008 04:58 PM 

To Steven A Kandarian/lnv/MetLife/US@MetLife 

cc William J Wheeler/Fms/MetLife/US@MetLife 

bee 

Subject LEH 

Quick updates on two topics: I spoke with both Prochaska regarding accounting and with Bonaventura 
from LEH about general structure. 
1. Prochaska/accounting: big issue is accounting methodology: it would be consolidation accounting in 
"control" situations, and equity method accounting in "non-control". Consolidation would involve purchase 
accounting adjustments, marking everything to market. While technically LEH would not have to make the 
same adjustments REDACTED practically speaking it would 
be difficult for them not to make the same; however, to the extent there is goodwill created in our 
acquisition (excess purchase price over market value), it could help them justify value differences. In 
equity accounting for a non-control situation, we just record a one-line investment number than fluctuates 
with our prorata share of earnings and losses, less dividends paid, which flow through income statement. 
2. Bonaventura: I think he was essentially trying to understand our goals and objectives. They can't 
understand why we would want a majority/control stake, since we would then consolidate and subject 
ourselves to possible new rating agency criteria,etc., as well as likely have to fund it with new equity also. 
My response was severalfold: first, we viewed control as having advantages in convincing the market the 
situation is in safe hands, and second that we were concerned with overall risk management, including 
risk of further valuation adjustments, and felt true control was the best way to gain it. Regarding rating 
agencies and equity, we assumed that given the sizeable stake we were likely to have to fund some/all of 
it with equity anyway, we couldn't apply much additional double leverage to the situation (maybe we 
could). Also, we thought that eliminating all public ownership would calm the seas further. We discussed 
commercial real estate; it is clear what they really want is for us to buy all/some of the portfolio and make 
a "validating" (i.e., minority) investment in LEH. He asked if we had any input from our due diligence 
efforts, I told him none yet. We also discussed "background", i.e., your initial call when the stock was at 
$12 and our "concerns" that at high teens/20s, might not make us much sense for us (although stock 
closed down at $15.57). I got the distinct feeling they don't want us to go away (Q3 will be very bad?). He 
admitted they have been working on another transaction involving spinning off the real estate to 
shareholders, but that a validating investment would still be critical. 

Steven J. Goulart 
Senior Vice President - Corporate Development 
Metlife, Inc. 
One Metlife Plaza 
2701 Queens Plaza North- 12A 
Long Island City NY 11101 
(212) 578-2003 
(212) 578-3070 (fax) 
sgoulart@metlife.com 
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Mark 
Wilsmannflnv!Metlife!US 

08/13/2008 07:00 PM 

To Steven A Kandarianflnv/Metlife/US@Metlife 

cc John Rosenthal/lnv/l\lletlife/US@METLIFE, 
rmerck@metlife.com, kcavanagh@metlife.com, Kenneth A 
Mcintyre/lnv/Metlife/US@Metlife, James 
Ray/lnv/Metlife/US@Metlife 

bee 

Subject Fw; Initial REValuation- Draft for your review 

~- .T;his.i~r:ne~~~ge h:as bee11 rc~pliebHo. 

Our initial valuation analysis of Lehman's approx. $498 in real estate holdings indicates a base-case 
current value of $268, reflecting a dollar price of .53. Our initial stressed case reflects a value of $148, or 
a dollar price of .30. These dollar prices are based on Lehman's current carrying value, which has been 
marked to .92 of original balances. This implies a $238 loss on our base case, and a $358 loss on our 
stressed case. 

As we previously highlighted, the portfolio is characterized by aggressively underwritten, high LTV 
investments originated in 2006 and 2007, including many developmental and transitional assets, with 
roughly half the portfolio structured as subordinate tranches of debt and equity, including bridge equity. 
We believe these subordinated tranches of debt and equity are significantly impaired. 

Our base case valuation reflects a dollar price of .71 on $19.48 of senior loans, .21 on $5.98 of mezz 
loans, .17 on $7.28 of project equity, . 70 on $1.98 of non-performing loans acquired at a discount, .85 on 
$5.38 of senior loans held as securities, .03 on $1.98 of corporate equity related to real estate 
transactions, and .50 on corporate debt related to real estate transactions. 

Our methodology was based on applying property-level market value adjustments reflecting changing cap 
rates and market conditions since the loans were originated, to determine likelihood of default. Our base 
case value adjustments ranged from 15% on apartment and industrial properties to 50% on residential 
land. Based on the high L TVs at origination and our assumptions on average value changes since 
origination, our analysis indicates that about 75% of the investments will default. We then applied 
industry average loss severities ranging from approx. 25% on the core property types to 50% on land, and 
overlayed these loss severities on Lehman's positions within the capital structure. 

We would characterize our value estimate as the fair, ongoing concern value on Lehman's balance sheet. 
A further discount would be warranted to achieve an appropriate expected return if we were to purchase 
the assets. 

If you have Q's you can reach me by BB or cell, 770-331-4850. 
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John 
Rosenthal/lnv/MetLife/US 

To William MorettillnviMetLifeiUS@MetLife, Steven A 
KandarianllnviMetLifeiUS@MetLife 

0811412008 09:49AM cc 

bee 

Subject Re:[Jl 

We didn't really have any good info on the other stuff at this point. So it would probably be too lmuch of a 
leap to extrapolate on the rest. As I said, we got some info last night and have been assured more is 
imminent. It would be safe to say, however, that the overall haircut will be higher than 2.1 b. 

William Moretti 
-----Original Message -----

From: 1fJilliam Moretti 
Sent: 08/14/2008 08:05AM EDT 
To: Steven Kandarian; John Rosenthal 
Subject: Re: 

Only on the $4.7 analyzed. 
Steven A Kandarian 

----- Original Message -----

From: Steven A Kandarian 
.Sent: 08/14/2008 07:13AM EDT 
To: John Rosenthal; William Moretti 

Re RMBS analysis: is the $2.3 B haircut on only the $4.7 B analyzed or is it an extrapolation on the entire 
$29.6 B? 
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MetLife 
August 6, 2008 

RichardS. Fuld, Jr. 
Chairman and Chief Executive Officer 
Lehman Brothers Inc. 
745 Seventh Avenue 
New York NY 10019 

Dear Dick, 

It was a pleasure to meet with you and your senior management team. We found it a very frank and 
enlightening conversation. After discussing our reactions to the meeting, we believe there is enough 
common ground that we should continue our discussions. That said, there are several parameters that would 
guide our analysis and interest in any potential transaction or transaction structure, which we outline below: 

I. MetLife would invest in the common equity of Lehman such that it would result in a controlling stake; 
2. MetLife would appoint a majority of board of directors members; 
3. MetLife would use purchase accounting methods to account for its stake in Lehman; 
4. Lehman and MetLife would agree on all mark-to-market adjustments of Lehman's balance sheet at the 
time of a transaction; 
5. MetLife would expect, as much as practical, that adjustments would reflect actual trading or liquidation 
values of most sensitive assets, including residential and commercial mortgages and real estate, leveraged 
loans and asset-backed securities, and eliminate, or at least minimize, risk of further material markdowns; 
6. Equity valuation would reflect adjustments for balance sheet assets and liabilities, change of control or 
anti-dilution provisions of other equity investors and structures to "reset" employee equity stakes, as well as 
further discussions pertaining to business model and earnings power going forward; 
7. Lehman would continue to operate according to its business plan, subject to board of directors' 
responsibilities and oversight. 

Other matters would require further discussion, including whether or not Lehman should retain public 
ownership and whether or not MetLife would consider a sizeable acquisition of commercial mortgage and 
real estate assets from Lehman. 

As to next steps, we are prepared to move expeditiously. We would be available later this week to 
simultaneously engage in more detailed discussions of financial results and projections and begin due 
diligence, initially of the more sensitive asset classes such as residential and commercial mortgage and real 
estate investments, leveraged loans and asset-backed securities. We would likely engage fmancial and 
other advisors, if we were to proceed. 

Again, we appreciate the candor of our conversations and look forward to your response. 

Sincerely, 

Steven A. Kandarian 
Executive Vice President & Chief Investment Officer 

cc: S. Lessing 
I. Lowitt 
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Initial Observations- Commercial Mortgages & Real estate: 

• $498 in total exposure, consisting of $408 in commercial mortgages and real 
estate, plus $98 classified as corporate debt and equity related to real estate 
transactions. Approx. 2200 investments in total. 

• Predominantly short-term floating rate (90%); weighted average maturity is 36 
months, including extensions. 

• Dispersed across the Americas (56%), Europe (26%) and Asia (18%). 

• Positions include senior loans, credit facilities, 8-notes, mezzanine, bridge equity, 
direct equity, and non-performing loans. Senior loans represent about 50% of 
the portfolio; mezz and equity (predominantly bridge) about 20% each. 

• Among senior loans, high exposure to non-core property types: 

o Land 20% 
o Office 19% 
o Multi-family 14% 
o Mixed-use, Resorts 13% 
o Hotel 12% 
o Retail 12% 
o Condo 6% 
o lnd & Storage, Other 5% 

• Significantly higher risk profile than Metlife RE portfolio: 

o Majority (61 %) of senior loans greater than 75% LTV at origination 
o 25% of mezz loans greater than 90% LTV at origination 
o 80% of portfolio originated in "frothy" 2006 & 2007 years 
o 70% of portfolio matures within next 3 years 
o Many complex structures, many loans with debt serviced from reserves 
o Large first loss exposure - portfolio sensitive to market valuation changes. 

• Approx $2.58 writedowns taken 1 H 2008; $78 in sales/payoffs in 02. Many 
assets are difficult to value; unclear whether underlying collateral value changes 
have been addressed in marks. 

• Top five exposures are Archstone (apts), SunCal (land), Hilton (hotels), Coeur 
Defense (Paris office), and Prologis (ind). 

Next Steps: 

• Identify sample of 20-30 investments for deep-dive valuation analysis, stratified 
across investment positions, property types, and geography, emphasizing larger 
holdings. 

• Sit down I walk through valuation and portfolio surveillance process with Lehman 
asset management. Review and discuss specifics of underwriting and valuation 
assumptions on selected sample investments. 

• Overlay Metlife base case and downside scenario assumptions. Extrapolate 
information from sample analysis and apply global assumptions to estimate 
valuation ranges for real estate holdings. 
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John 
Rosenthalllnv/MetLife/US 

08/07/2008 06:02 PM 

To Steven A Kandarian/lnv/Metlife/US 

cc Robert Merck/lnv/MetLife/US@Metlife, Brad 
Rhoads/lnv/Metlife/US 

bee 

Subject Fw: {Metlife Secure Message} Update 

A few preliminary comments on the three that were at Lehman today ( in order of degree of difficulty-­
lowest to hightest..) 

1. High yield loans .... about $7b in total, not too many positions ... maybe 20-25. Will be fairly straight 
forward to value, and won't take long. 

2. RMBS ... about 15-17b (the number is moving) of securities and loans. The securities will be fairly 
straight forward (even though they are generally lower in quality than we are used to valuing). The whole 
loans will take a little longer. We should have a decent idea of what the portfolio is worth today and in a 
more stressed environment within about a week. 

3. Commercial real estate ($30b as of 5/31). About 2000 positions that span many property types, 
geographies and parts of the capital structure. Mark Wand co will need to take a sampling approach as 
they will not be able to value each posiiton. They were still meeting when I left Lehman, but I'm guessing 
it might take 2 weeks to come up with aggregate values we'd be fairly comfortable with. 

At McDade's suggestion, I will be heading into Lehman again tomorrow with Odonnell and probably 
Wiviott, and we will be walked through the 1 OQ. This will serve as a springboard to begin talking about 
other assets on the balance sheet not covered by today's teams. The majority of these are govt' 
securities, high grade loans and loan committments. Other areas we should look at, which I will mention 
tomorrow, are assets related to their prime brokerage business, their trading book and derivatives, 
including those used for hedging., as well as any off balance sheet "assets". I am also trying to arrange 
for Mazzola to meet with them on Monday to begin to discuss the various equity and partnership positions. 

y John Rosenthal/lnv/Metlife/US on 08/07/2008 05:40 PM ---­

John 
Rosenthal/lnv/MetLife/US To STEVeN KANDARIAN 
08/07/200810:12 AM cc 

Subject {Metlife Secure Message} Update 

Talked to McDade. We are not arriving unitl1230-1 at their behest. The three teams will be meeting with 
Lehman counterparts separately. Bart asked if we could delay bringing Mazzola (to look at equities, LP 
interests, hedge fund invest, etc) until tomorrow or Monday, saying the appropriate person on their side 
wasn't around. I said ok .... but I think they were a little surprised that we wanted to "understand/value" 
those assets as well. 

I did say that we wanted to understand/value the entire balance sheet; so that we would want to get our 
arms around the assets that didn't fall within the three areas we will be discussing today (probably about 
$200b, much of which are short term trading positions). He suggested we save that for tomorrow or 
Monday as well. 
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He reiterated that in addition to potentially something"on a larger scale", they had particular interest in a 
large commercial real estate sale. I told him our folks were aware of that, and tt would be a focus of their 
analysis. 
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LEHMAN BROTHERS HOLDINGS INC. 
Consolidated Statement of Financial Condition 

(Unaudited) 

In millions 

Assets 

Cash and cash equivalents 

Cash and securities segregated and on deposit for regulatory and other purposes 

Financial instruments and other inventory positions owned 
(includes $43,031 in 2008 and $63,499 in 2007 pledged as collateral) 

Collateralized agreements: 

Securities purchased under agreements to resell 

Securities borrowed 

Receivables: 

Brokers, dealers and clearing organizations 

Customers 

Others 

Property, equipment and leasehold improvements 
(net of accumulated depreciation and amortization of 
$2,697 in 2008 and $2,438 in 2007) 

Other assets 

Identifiable intangible assets and goodwill 
(net of accumulated amortization of $3 61 in 2008 and $340 in 2007) 

Total assets 

See Notes to Consolidated Financial Statements. 

- 5-
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At 
May 31,2008 Nov 30, 2007 

$ 6,513 $ 7,286 

13,031 12,743 

269,409 313,129 

169,684 162,635 

124,842 138,599 

16,701 11,005 

20,784 29,622 

4,236 2,650 

4,278 3,861 

5,853 5,406 

4,101 4,127 

$639,432 $691,063 
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LEHMAN BROTHERS HOLDINGS INC. 
Consolidated Statement of Financial Condition-(Continued) 

(Unaudited) 

In millions, except share data 

Liabilities and Stockholders' Equity 

Short-term borrowings and current portion oflong-term borrowings 

(including $9,354 in 2008 and $9,035 in 2007 at fair value) 

Financial instruments and other inventory positions sold but not yet purchased 

Collateralized financings: 

Securities sold under agreements to repurchase 

Securities loaned 

Other secured borrowings 

(including $13,617 in 2008 and $9,149 in 2007 at fair value) 

Payables: 

Brokers, dealers and clearing organizations 

Customers 

Accrued liabilities and other payables 

Deposit liabilities at banks 

(mcluding $10,252 in 2008 and $15,986 in 2007 at fair value) 

Long-term borrowings 

(mcluding $27,278 in 2008 and $27,204 in 2007 at fair value) 

Total liabilities 

Commitments and contingencies 

Stockholders' Equity 

Preferred stock 

Common stock, $0.10 par value: 

Shares authorized: 1,200,000,000 in 2008 and 2007; 

Shares issued: 612,948,910 in 2008 and 612,882,506 in 2007; 

Shares outstanding: 552,704,921 in 2008 and 531,887,419 in 2007 

Additional paid-in capital 

Accumulated other comprehensive loss, net of tax 

Retained earnings 

Other stockholders' equity, net 

Common stock jn treasury, at cost 

(60,243,989 shares in 2008 and 80,995,087 shares in 2007) 

Total common stockholders' equity 

Total stockholders' equity 

Total liabilities and stockholders' equity 

See Notes to Consolidated Financial Statements. 

-6-
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May31, 2008 

$ 35,302 

141,507 

127,846 

55,420 

24,656 

3,835 

57,251 

9,802 

29,355 

128,182 

613,156 

6,993 

61 

11,268 

(359) 

16,901 

(3,666) 

(4,922) 

19,283 

26,276 

$639,432 

At 

Nov30,2007 

$ 28,066 

149,617 

181,732 

53,307 

22,992 

3,101 

61,206 

16,039 

29,363 

123,150 

668,573 

1,095 

61 

9,733 

(310) 

19,698 

(2,263) 

(5,524) 

21,395 

22,490 

$691,063 

ML-LEH 00012241 



LEHMAN BROTHERS HOLDINGS INC. 
Notes to Consolidated Financial Statements 

(Unaudited) 

instruments. In the calculation of the credit risk adjusrment for derivatives, the Company attempts to use observable 
market credit spreads. The impact of our credit risk is incorporated into the fair valuation, even when credit risk is not 
readily observable in the pricing of an instrument, such as in OTC derivatives contracts. 

Valuation allowances are generally recorded .on an aggregate basis. For a portfolio of assets or liabilities, the Company 
attributes valuation adjustments to individual transactions for fmancial reporting purposes. Management believes the 
methodology adopted to allocate valuation adjusttnents on a portfolio to individual positions i• reasonable and consistently 
applied during the periods presented. 

Fair Value on a Recurring Basis 

Assets and liabilities measured at fair value on a reCUtting basis and which were categorized as Level3 at May 31, 2008 and 
November 30, 2007 were approximately $37.9 billion, compared to $38.9 billion at November 30, 2007. 

In millions 

Level 3 assets 
Less: Level 3 derivative liabilities 

Level3 assets (net derivatives) 

May31,2008 

$ 41,344 
(3,433) 

$ 37,911 

At 
Nov30, 2007 

$ 41,979 
(3,095) 

$ 38,884 

Assets and liabilities measured at fair value on a recurring basis are categorized in the tables below based upon the lowest 
level of significant input to the valuations. 

In millions 

Mortgage and asset-backed securities(') 

Government and agencies 

Corporate debt and other 

Corporate equities 

Commercial paper and other money market instruments 

Derivative assets(~ 

In millions 

Mortgage and asset-backed securities 

Government and agencies 

Corporate debt and other 

Corporate equities 

Commercial paper and other money market instruments 

Derivative liabilitiesl'l 

Assets at Fair Value as of May 31, 2008 

Levell Level2 Level:3 Total 

$ 347 $ 51,517 $20,597 $ 72,461 

11,002 15,986 26,988 

77 44,332 5,590 49,999 

26,785 10,606 10,158 47,549 

4,757 4,757 

2,597 39,395 4,999 46,991 

$45,565 $161,836 $41,344 $248,745 

Liabilities at Fair Value as of May 31,2008 

Levell Level2 Level3 Total 

$ $ 351 $ $ 351 

60,689 3,042 63,731 

5 8,339 8,344 

42,356 828 43,184 

12 12 

1,799 20,653 3,433 25,885 

$104,861 $33,213 $3,433 $141,507 

Cl) Includes loans transferred to securitization vehides where such transfers we:re accounted for as secured fina:ocings .rathet: than sales of 
approximately $11.7 bi111un at May 31,2008. The securitization vehicles issued securities that were distributed to investors. The Company docs 
no~ have economic exposure to the underlying assets in those securitization vehicles beyond the Company's retained interests. The loans are 
.reflected as an asset within Mortgages and asset -backed positions and the p.roceeds received from the transfer are re fleeted as a liability within 
Other seCU!'ed borrowings. These loans are classified as I.evel2 assets. 

(2) Derivative assets and liabilities are presented on a net basis by level Inter- and intra-level cash collate.ral, cruss-pr:oduct and countetparty netting 
at May 31, 2008 were approximately $45.6 billion and $43.4 billion, respectively. 

- 29-
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Met Life 

Mark 
Wilsmannllnv/MetLife/US 

08/08/2008 06:41 PM 

To John RosenthaVInv/MetLife/US@METLIFE 

cc rmerck@metlife.com, kcavanagh@metlife.com, Kenneth A 
Mcintyre/lnv/Metlife/US@MetLife, James 
Ray/lnv/Metlife/US@MetLife 

bee 

Subject Update 

Attached below is a one-page summary of our inital observations on the real estate holdings. 

Lehman provided us .additional stratifications of the portfolio today which will be useful in developing a 
representative sample of 20-30 investments for a deep-dive valuation analysis, emphasizing their larger 
holdings. We expect to be able to identify the sample early next week and will work with Lehman to 
obtain access to necessary information to complete our analysis. We also plan to obtain a more detailed 
understanding of their marking process for all RE asset types. We will need to tap a few additional REI 
staff to assist in the analysis. 

I'm available to discuss our observations and gameplan for moving forward on Monday. 

RE Initial Observ.doc 
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AltA 
Non-Prime 
other 
Total US 

Europe 

Asia 

ABSCDO 

Grand Total 

Whole Loans 

Performing 

Non-Performing 

Securities 

AAA 
Subs 

Residuals 

SeNicing Rights 

Grand Total 

Summary 

MV~MM)~~~~~~~~~~~~~~=C~o=m~me~nm~~o~n~O~b=a=e~N~a~ti=o~n~a~rro~m~L~is~t~of~S~ec~u~n~·ti~·es~~==~~======~----------~ 
7,804 Overwhelmingly from 2007 vintage Lehman related shelves and other shelves that Metlife typically does not participate in. 
2,172 Mostiy from 06-07 vintage and subordinate positions that are highly distressed 

-....,1"-' 1.:.;6:-;0:... Majority of the securities may be HELOCs? 
11,136 

8, 784 Close to a deal to selling >$5bn of UK assets and servicer (Capstone) 

643 No information 

____ ..c5:..:4..:4_No information 

21,107 

AltA 
MV($MM) Mark Comments 

1,571 75.00 TBD 

135 45.00 TBD 
1,706 

2,799 67.70 TBD - likely < $60 
1,153 22.00 TBD - likely $5-$15 
3,952 

493 MosUy 2007 Hard to analyze - close to $0 

Hard to analyze • Based on 
1,653 mtges of $130bn 

7,804 

Residential - other 

Whole Loans 

Subprime 

2nd Lien 

Securities 

AAA 
Subs 

Residuals 

Servicing Rights 

Grand Total 

Non-Prime 
MV ($MM) Mark Comments 

134 38.00 TBD 
Alt-A loans - 70% "performing 

marked at $60; 30% N P marked 
__ ___,6:;5;;:0- 50.00 at $10 - likely <$40 

784 

363 
991 

1,354 

8 

26 

2,172 

67.00 
31.50 

Europe 

TBD - >50% are "back-end" AM 
securities priced likely <$50 

TBD- likely $5-$15 

Hard to analyze- close to $0 

Hard to analyze 

Whole Loans MV ($MM) Mark Comments Whole Loans MV($MM) Mark Comments 

Scratch & Dent 251 41.25 
Reverse Mtg 629 97.26 

880 

Securities 
AM 144 59.94 
Subs 89 

233 

Residuals 40 

Servicing Rights 7 

Grand Total 1,160 

TBD - likely <$25 
TBD 

No information 

UK 
Ireland 
Netherlands 
Italy 
NPLs 

Securities 
AAA 

Hard to analyze - close to $0 Subs 

Hard to analyze 
Residuals 

Grand Total 

~ rJL.tt,· 

J J,.....,-...\ OL ~ 

Close to Selling combined $5bn 
2,106 90.18 in UK whole loans & securities 

281 96.04 Not familiar with this sector 
417 92.45 Not familiar with this sector 
179 88.8 Not familiar with this sector 
633 39.96 Not familiar with this sector 

3,616 

4,071 93.56 Selling -$3bn UK securities 
768 69.13 No information 
~ 

329 Hard to analyze - close to $0 

8,764 
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US Deals • HY Commitments 
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Total US HY Commitments $1,789 $3,319 $438 $362 

Deals • HY Commitments 

Total HY Commitments and Oncor S;4\Jt•.J S, 
{Si~ ·r.,.'2<>ni-<U"t. 
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Total CMBS Portfolio 2,077 min 

US Portfolio 737 min 
%of Total 35% 

Initial Potential Losses 146 min 
% of US Portfolio 20% 
% of US portfo§o assessed 66% 

Lehman Shelf 380 min 
% of US Portfolio 52% 

IG Portfolio 700 min 
% of US Portfolio 95% 

BIG Portfolio 37 min 
% of US Portfolio 5% 

US Portfolio by Vintage and Product Type (amounts in $min) 

Conduit 
2008 0 
2007 170 
2006 68 
2005 5 

2004 & Prior 28 
Total 272 

% 36.9% 

European Portfolio 

William Moretti 
Managing Director 
Metlife Investments 
Tel. 973-647-3381 
Fax 973-647-3052 
wmoretti@metlife.com 

Large Single 
Loan Asset 10 

0 0 4 
171 4 57 
36 0 19 
9 0 37 
17 0 111 

232 4 228 
31.5% 0.5% 31.0% 

1 ,341 

CONFIDENTIAL TREATMENT REQUESTED BY METLIFE 

Total 
4 

403 
123 
51 
156 
737 

100.0% 

% 

0.6% 
54.7% 
16.7% 
6.9% 

21.2% 
"100.0% 
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