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Cautionary Notes
eSome of the atements contained i this presemation, including those velating to Lehman Brothers” strategy and other statements that are
predictive in nature, that depend ot ar refer o futare events or conditions or that include words sueh as “expects.” “anticipotes” “intends.”

“plans,” “helieves,” “ostimates” and similar expressions, are forward-looking statements within the meaning of Section 21E of the Secarities
Exchangs Act of 1934, as mvended.  These statements are not historical facts but instead represent only Letinan Brothers” expictalions,

estimates and projections regarding future events, These statements are not guarantees of future perthrmance and Involve uncertaintios that

arve difficult to predict. which may inclade, but are not lnvited fo, market fluctuations and velatility, industey competition and changes in the
competitive enviromment, investor sentiment, liquidity risks, credit ratings changes, credit exposure, and Tegal and regulatory proceedings,
For further discussion of these visks, see “Risk Factors”™ and “Managenent™s Discassion and Analyais of Financial Conditioniand Results of
Chperations™ i Lehman Brothers” most recent Anmual Report on Forrn 10-KL As a global nvestment bank, the Firm s resaliz of operations
have varied sfgnificantly in sesponse 1o global economic and market trends and geopolitical events, The navre of the Firm's business makes

predicting the future trends of revenues ditficult. Cauotion should be used when exirapolating historical results to futore periods. The Firm™s
actual results and financial condition raay differ, perhaps materially, from the asticipated results and Tinancial condition s any such forward-
looking staternents and. accordingdy, readers are cautioned noi fo place undue reliance on such statements, wineh speak oaly as of the daie on
which they are msde. Lebman Brothers undertakes no obligation to update any forward-looking staements, whether as a vesult of new
wformation, future events or otherwise,

#Certain information contained t this presentation has been ohitained from thind party sosces that Lebnan Brothers believes o be reliable;
bowever, Lebman Brothers assumes no responsihility for the aoairacy of the infeemation.

ﬁi'f'ar’pies af docaments Hled with the SEC by Lehman Brothers can be obtained ab the SEC s Internet site ey b and froms Lebonan
Brothers, fovestor Relations, 743 Seventh Avenue: New Yook, Mew York 10019 (212-526-32671 In addition, Lehman Brothers makes
avaitable on its Inernet sie Ovww fehmancom) its most recent snnuad report o Form K, s quarterly reparts on Form 100 for the

currentt fiseal year, Jts post recent proxy stateraent and 1is most recent annual report 1o stockholders, although in some cases these documents
arg not ay mhmic oy that site a8 so0m as they are avallable on the SEC s website.
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Executive Summary

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 billion of preferred equity in Hi 2008 and $6.0 billion of equity capital in June, combined
with the active de-leveraging and de-risking of the balance sheet (5147 billion reduction in gross and $69

hithon reduction in net assets), result in an estimated net leverage ratio of 1001x (pro forma Q2 *08), down
from 15.4xin Q1 08 # . {/
e e e Sl basrg, G Bem bt et O Geoer
¢ Liquidity Pool stood at a record $45 billion at the end of Q2 08 {up from $34 billion in Q1 08} (“’“‘f;'
Increased coverage of short-term debt of 1.3x, up froms 10X i (01 “08 )1”

.. AFTLIN A8 d3LSINOIY INIWLVISL TVIINIAIEANOD

Cash Capital Surplus of $15 billion as of Q2 08

& 1chman also made several organizational changes on June 12% and June 24% designed to strengthen the
organization and improve external credibility

—  Bart MeDade was appointed Lehman’s new President and OO, He has a proven track record of success i
v e e ¥, bl 3 4
LT Y R N U

‘/“‘l A% g
- lan Lowiil was appointed Lehman s new CFQO, He brings significamt experience to the position as our
formeor Global Treasurer and Finance already reported to Tan in his capacity as co-CAQ

g 6-«,5_3 LA AP UM

butlding and leading businesses in IBD, Fixed Income and Equities

Mike Gelband rejoined Lehman as Global Head of Capital Markets, During his prior tenure at Lehman, he

held several senior roles, most recently as Global Head of Fixed income from 2003 to 2007.
i . e .. ‘v _— e < : . p e g
m Alex Kirk rejoined Lehman as Global Head of Principal Investments. He most recently served as co-Chief
S Operating Officer for the Fixed Income Division and Head of Global Credit Products.™
R
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Executive Summary, continued

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

- Sales activity within capital markets has remained at levels comparable with 2007, and in many key
businesses such as rates, we bave seen sizeable increases

Investment banking has taken market share and been awarded a number of marquee mandates, including in
June and July {p. 24 & 25)

fnvestment management has continued to grow in the highest margin products and has won key mandates
in the past few weeks {(p. 26}

- Prime broker activity has increased profitability. Balances have been reduced as we have changed the
financing terms o clients that were not generating sufficient profitability. This has reduced financing needs
and increased the returns of the business

S

Financmg activity has remained consistent, ¢The same clients that were funding us before March are still
funding us A e e Gaong f T e e g
PEES T R ’
E o . » . - G = 7
: NPE continues w0 be aggressively managed
> l’; s
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()2 ‘08 Performance Driven by Several Factors

Excluding the impact of writedowns and select idiosyncratic items, the quarterly run rate
was $4.2 billion.

; . : o .
7 -1 i : i % A g ) e 5 FA
S o I N N 7 (\ £ b o G e
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Q2 ‘08 Net Revenues (In Billions)

Feh 29, 20608 May 31, 2008

Q2 2008

Lross  Net Gross Net
Revenue Run-Bae $4.2
{osses:
det Mark o Markes
Adjustments 5§37

£5%
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ey
%
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e
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T
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Residential morgage-related S0
posttions

(DR

Other asset-backed refated 0.2 fa.dy o (0.4
positions

Credit & Rate Positions 507 . . - o oy g i A
edit & Rute Posivons 5 Commerctal mortzage and RE- (1.4} {140 {1 (1.3

ba

e i by s cobated ivedmente £
Principal investments %0.3 related vestinents

- o Acquisition finance TacHines (0.7 05 {13 (1.4
Net Revenues S UND vquts . ,m K s Whay o 402 st
ORISR messemmemesm—— {unfunded and funded)
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$11.9 Billion of Capital Raised in 2008..

- Issued in February 2008

$1.9 B Preferred Stock P b Non-Cumalative Dividends at 7.953%, Perpetas!

' Deeply Subordinaied and senior ondy to Common Fquity
feluded as CSE Fauivalent Tier 1 Capital

saned in April 2008
Non-Cunmlative Dividends at 7.25%, Perpetnad

34.0 BCaanﬁil}ie ’ Initial Conversion Rate 20,0509 per share, equivalent to $49.87 strike per share ws"?‘
Preferred Stock ' “

Dreeply Subordinated and senior only to Compion Eguity

Inctuded as CSE Bfiqu.ix»ﬂlem Tier | l;"apitai
Yy

o
"\ <

Pssued 1 Jane 2008

143 pullion shares of conumon siock

$4.0 B Common Equity

Public Offering price $28 per share

fucloaded as CSE Bguivalent Tier 1 Capital

fssued in dune 2008

Nop-Comudative Mandatory Convertible Dividends at 8.73%

' $2.0 B Convertible

Preferred Stock 4 Initial Conversion Rate between 30,2663 and 33.7142 per share at $33.04 ~ 32800
' Deeply Subordinated and seaior ondy 1o Common BEqguity

[ncluded as OSE Equavalent Tier 1 Capital

I WY e s
RN o T ey -
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...As Well As Shrinkage of the Balance Sheet...

—

Net balance sheet was $69 billion lower than Q1 ‘08, and gross balance sheet was $147
billion lower

Gross and Net Balance Sheet

Ac¥ua! Acdua] Aotgd Reduction

& Bikliomx Q4' g7 Qi a8, Q148 2 08w G108

Mot Assets 373 324 1%
L3058 Assets 641 63y FEN
- . . . A
s sy ?’ P 5 . Al ioatg (} .é‘ AT S
Leveragable Equity 23 sl 17

307 S

24

1665 1545

et Gross
Q4007 20108 B2 '8 £ Q2 118 Profurma 3

et % S R 2 PRV
b ST D e SRgoraeme dn ity
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...Including Positions in High-Risk Assets...

Lehman Brothers continues o reduce the Firm’s key Risk positions in the Fixed Income
arena

High Yield Acq Financing Conmerciagl Morigages

% ity N biftions % Hitlions
15 . et

10

iy

¥ 53

4

R L7 08 G‘ O% TG R £33 638 025 as 31708 {248 £33 0%
Farged Targes Taeget
Steady progress in % Sales have been focused on # {nchudes whole loans & secunties
setlingfayndicating Fargest exposures g1 4 OO proportion
, Vs . , ‘ e
Non-traditional buyers account PO T S S R e

for 3% of sales ty 200K
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...Result in Historically Low Leverage Levels

Lehman ended Q2 ‘08 with the lowest leverage ratios in its history as a public company

Lehman versus Peers Net Leverage !4

1 (.}.{)E ................................................................................................................... e e e e AT 888 8L AL S8 T U S S YUY SO OU SRR RN CRRRRERERRRRRRR R LRI ettt i e T T
S64 B Tauie Raised —» 0%

Q483 Q4005 4006 0497 0398 0498 Q400 Q481 G40 Q4U03 Q4 Q4005 Q406 04°07 Q1B 0268

reihose § 1 S T ;&‘gg

Q4704 9% QI8 QAT Q4798 (498 Q408 G481 Q402 04003 Q4'04 QA5 0406 Q4°87  Q100R 0O28
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Lehman’s Net Writedowns Have Been Lower Than Some
Competitors

Net Writedowns! Q3 07 - Q2 ‘0

& Wnllion

L

PR
o if
Shavcholder™s %% %% §570% 6% 2% A% w4

o ey ow v e e » Foas trvsapsy - doadia foadlader
i T EI, US spd panpieses Py fny e stewc el dlef Sabiiities,

S AR Bl Bace
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...And Capital Raised More than Offsets Impact of
Writedowns

The Firm has proactively raised capital to offset the impact of writedowns

Capital Raised versus Retained Earnings and Other Cnmpiehensive Income Q3 ‘07 to ()2 ‘08!

£ hilleons

55‘3 s
> L ool

Capital Raised

02 oS
\ Prafirms”

B ED M A A L R

<5 S T 11 g o
i@ 7 ¥ T = v S ey . "

(450 {540} {530 (320 (510} B4 518 §24 $34

Resrined Farnings & Gther Comprefuwnsive bwome

o el SRyt NV By gt $RIN RS BN
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...And Drives Significant Growth in Shareholder’s Equity

% miltions
45 608

40,008

S35000

= 72

Proforned Bquiy

Fotal Stoc ity

$36.000
LIS 406
sr0.000
v {5,000
' $10,008

13699

S5 B460

Ip05

21,495
15,096

2606 087

2183%

€1 6%

£32 2008 Profomm

23,253

i
0208 Proforma

8 Cnnenon Egully

atred FES R LR

# Preferred Sty .,

33,303

xS s

45,718

T e :o
YOG e o e
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Tu $ Billions 0497 0198 01408 As of D2 ‘08 {an

pg o 5 . e
LIRS, Primie and Alt A 2.7 14.6 0.2 o
Fasipe Yi 9.5 9.3 ly

Asia-Pacific 0.5 0.7 0.7 U5, Prime

e - <1 i 5 and Ak A —
LIS, Subprime/Second Lien 5.4 4.0 1.8 )
' 42%

P LA 0.9 3.6

{rher Asset-Backed o O3

. _— o 34 3
Other ULS, - L b3

burope

37%%

" kg . T S Sy
Current Mark o Muarket 32 3.8 24.9

® Reduction in overall residential mortgage

b

related exposure by 22% versus Q1 08
Other LLS.
544
% Reduction of 31% for both US Prime/Alt A i
“ , o . O Asg-Paviie /S -
and Subprime/Sceond Lien versus Q1 08 e
. ' " X ¢

LS.

, . : S Lot Oher Assel- Subprime /
- L R e S A ) - S THPE
L, ! b e Backed Second Lien

. ” 3 2t 3 .
O S P S W I s e « < 1%
H % : -
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in § Billions Q447 (1 08 Q2 0K

Whote foars 262 239 (0.0
Sepurities & Diher
Real fistate held tor sale

Current Mk fo Market
¢ Commercial real estate inventory is well diversified
$20.9 billion in Americas
- $10.7 billion in Europe

~ 882 bitlion in Asia Errope
27%

& Reduction w overall commercial real estate related
exposure by 19% versus Q1 "08 (inchudes Real Estate Held

for sale,

& Woeighted average LTV of sentor whole loans is 76% and

miezranime whole loans 1s 78%

P W ¥
@ I S g IS 4

44%, of securilies are nvestment grade

As of 02 ‘08

o .1\«'\,.\, oo

Aske-PacHfic
2%

Arperieas

S
32
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Overall high yield exposures are down from $55.2B (Q2 “07) to $11.5B (Q2 ‘08), and are
down 37% versus Q1 ‘08. Exposures continue to be reduced in Q3 ‘08

O3 0307 0407 Q1 08 Q2 08
sz ¥

) 6]
RN N i

- . e . o " ‘
£ Contingent .. & Unfunded &7 ® (unded
\ 3
I‘\:.'__\ o ;5;,"’;? fre £ s vy [ a’j F s'/i," 1\3‘%\( 5 o . 3 { s
L BROTHERS . e sy bt
LEHMAN BROTHERS 4 e _ PRS-
[y N spea o Tt W i
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2008 Q2 Liquidity Position

We ended 2008 Q2 in our strongest liquidity position ever

Q2 Liquidity Metries

i ¢ Record liguidity pool of $45 hillion and cash
Holdings

capital surplus of 315 billion

¢ Increased overfunding in the repa book

Secured Funding ‘ # Average tenor of repo book funding non-Central

Bank eligible collateral of 38 days, up from 23
days in (31708

¢ Record $46 bithon of asseis funded in our three

Lehman Bank Entities banks at the end of May

LEHMAN BROTHERS i

L 43
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Holdings™ Liqudity

Record liquidity pool and cash capital surplus

& Since the third guarter of 2007 when the funding environment became more challenging, we have grown

our Hauidity pool by $19 hillion and our cash capital surplus by $12 billion

; ¥
ot £ £ £
P “ . s i H b
¢ - b oy Ll T ¢ L
P b PP IS 28 L LTS ‘ i f 2
[P te e e LA § S ;
- A s z g " .
;2 3] . P e 7 e oA S 3 . 2 fatiosie
A e £, ST o L ’ w, 2 o £ < -

Cash Capital Surplus (8 billions)

84130
&y - a5
RIS
1 8
$ 8 .?,
8 -
5 4
19 - 3
HIE PR e RN RN 4 i NRRR B s OO e FRRNRARARE .. fi] -
o = g g 1 -
2 2 & & 5 =4 pd % b i
¥ ¥ T (3 & - ¥ T w &
2 2 z = % = = = = =3
£3 3 £ & = = = = = &
~ = Fe =4 £
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The liquidity risk of our secured funding is well contained

Liquidity Risk Of Secured Funding

'i"rim'i’ari;ty Repo Book Collateral at May 35}, 2008

Billions

168

126

84

546

bt
Frickarey Bepe Government/  Pri-Party Repo  Central Bank Tnves faient LEH Bank Less Liguid Asailable fo
Ageney £x. Goverament Bligible Grade Fanding Asget Funding Hroker /
fAgency Necurities / Palers
AMjor idex
Fugition
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Secured Funding

¢ We increased the average tenor of the repo book from 22 days 10 35 days (38 days for collateral that
cannot be pledged to the Federal Reserve or the ECB)

® We grew term repo by 30% quarter-over-guarter to 58% of the non-traditional repo book. For the less

Hguid assets the term of repo is significantly greater than the average

Nan—-Tradltzmial ! Repo Book Metrics

Q204
Change

TriParty Repo Book Q447 108 Q208

Average tenor{days) 27 22 35 i3 8
Central bank eligible - 30 T -
Non Central bank efigible - . 3% - -

% Orvermight 32% S6% 2% -14% -10%

% == | week 13% 18% 2% 6% 1%

W = 1 week 35% 25% 46% 2% 11%

% > 1 month 24%; 20% 29% o 04

Sondk eXOlieddes Uovermnents: Feversnriey, (ioveramnenn

LEHMAN BROTHERS 1%
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L.ehman Brothers Bank Entities

Asset growth at bank entities strengthens our liquidity position

Lebman Brothers Bank/Lehman Brothers Commercial Bank Lelman Brothers Bankbaus

¢ Raises FDIC-insared deposits ¢ Raises GDPF-insured deposits

4 (an pledge mortgage whole loans 1o the Federal Home Loan ¢ Can participate in ECB tender
Bank facilities

€ Can sccess the Fed discount window

Bank Entities Total Assets

% Ba

26883 pALiz 2845 24 2447 188 o8 June 08

LEHMAN BROTHERS 19
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Gross Writedowns are Lower Than Q1 ‘08

Gross writedowns reduced from $5.3 billion in Q1'08 to $4.0 billion in Q2’08

Gross Writedowns'

% hiflions

O ‘0% Q108

B 1RO/ Redstions hiploaus # Commercial Read Botate B OQiber ABS and CDOs

clels w5 1Re Vetlsicion B Ly Siraensr el
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\2 - '\:} o ) :

Whereas Lehman’s combined effective hedge ratio was 73% during the first nine months
of the downturn, in Q2 ‘08 we reported a minimal benefit from hedging.

» Assuming a hedge ratio consistent with the average of the last three quarters, the Firm™s Net MTM (1.2, after

hedgesy would have been $(1.1} billion versus the $(3.6) billion I e

Hedge Effec

& ooy
564008

&3% Hedee
Effectiveness

$3.600 :
' 4% Hedge 74% Hedge

flectiveness Effectiveness

52,008

St.aoh

3]

Crosy MIA Net MM Gross MM Net MM Cornas MM Net MM Gross M3 Nei 31TV
3

o o i e
{347 4 97 198 02 B8

T ¥ Vs o : £ FEN QPSS = Lo smnonl 4 i
H N T e e D g T T e 1 S F v IS N I
; : £y 5

/, : - ey F S8 et s S H e ; Ty oy 3
fogc faclen Sy seupnaet o creadit srieneds con Ve vedeariiony ] Lk

Fae et A E
fetare = LRy & $ i '?l

I S e .:"“ o
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Lehman Is Gaining Market Share in A Weak Market. ..

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

Fixed iﬁéﬂ!’ﬂi‘ Tradmg Volume (0/6) ! V }{qu ity Trading Volume (‘3/0} P

06 b YU 2068 o
2606 2647 Y5 2008
33 £ I8E

WAYSE 3 Nigndag

M&A (%)

6 i VD 2008 i
B & A Annosneed 3R Completad 2004 w07 VIV 2003
B Fruity wnd Bmio Relaied # High Girade Debs s Hiek Yield Deb

PR = Bheainegd f e, N e Sasy R334 PR I I A RS | iy W : SPRPINE 1% i N4 e nt s ¥ A
et o YELE G st e o 200N ageses veeted § obsedere Reestbior st ol st 3 sy, VTR i Srewdh
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...Maintaining Our Overall FID Leadership...

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 Rank

erall Market Share * (%)

&  Overall Marked Share (again), inereasing from 1 10% 10 12.4% s
¢ Overnll Service Quality {fagain)

®  Corgstent Coverage Quoality (agadnd, by a very wide margin "
& Overall Foogpeing '
¢ Top 3 Relationships, increasing rank from previoashy 2% .
¢ [ead Relationships, increasiog rank from previoosly 20 -
4 Relstionship Capital, a new category .
# bB-Trading penstration

Overall Market Penetration % (%) Greenwich Quality Index ?

# #1 averall cach your 04 - 08

TE e I B G SR B - Highest score of Best Peey (any pertod) = LEH S lowest seorg
{eurrent period)
B o SRR i SRR S ) . 5 . .
€ Nopegative score in any period
25 R R AN LIS BAD peers bave had negative scores
»  Zofthose peers wore negative in each year 05 -'08
TR S S SN S

& 1o sales pastoeg years

N R Wy Kt
LR # Best Peey - Highest seore of Best Peer in "08 < LEM s 07 scow

R R Confifenteliny agressadny with Ul ety LRI RS vt oFfoweid fuelsins st uinie o any povey
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... With Strong Franchise Gains in Investment Banking

Lehman is achieving significant market share gains in a challenging environment

Franchise Momentum }

Investment Banking Market Share !

Gilobad 2006 2007 YTDOR # Leadership in strategic M&A and financial sector
‘ o ) , restructuring
MEA Announced P5.4% 17.5% TR7%
$5.2 billion equity and convertible preferved
Mdh Completed i EECE jgsuance for FNMA
Eguity & Lquity Related 3% 3% 76 -~ $7.0 billion equity and convertible issuance for
Firh Grade Db 4.5%, 4004 A4 08 Washington Mutual
Hligh Yisld Deb < 2 6.6% & 1% As well as issuances for CIT, MBIA and regional

banks
& #4 Globally and # | in Asia {ex-Japan} announced M&A

# Advised on 2 of the top 10 announced M&A as well as
3 olthe top 5 completed M&A

- E113.0 bitlion Phillip Morris Int’] spin-off 4

$2R.1 billion acquisition of Alltel by Verizon
Wireless

$21.3 billion acquisition of Imperial by Altadis *

2004 2005 2006 2067 2068 F ~  %18.6 hillion acquisition of Scottish & Newcastle
s Advisory b} Heineken NV and (’dli‘ﬁhﬁf\g AR
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... Which Has Continued In June

L.ehman's quality of execution has resulted in clients trusting us with their most
important and sensitive banking transactions in difficult markets

% June M&A Announcements
~ Yodafone Group PLC (thru Verizon Wireless, Inc), 328, 1bn Acquisition of Allel Corp
Telemex Spin of Telmex International for £16.2bln
- China Unicom, 5$9.6bn Sale of the CDMA Business and Network o China Telecom
- BBVA and CITIC {advised both sides)y - BBVA $1.2bn Increases stake in CITIC International Financiad Holdings
and China CITIC Bank
Eni's 341 0mm to Acquire Stake m Hewett Unit From Tullow Ol Ple
Tercica, Inc., $338mm Sale to Ipsen, SA
4 Eguities
Completed Rights otfering for Carlsberg
Completed Rights offering for baperial Tobacco
—  Priced Follow On for Boardwalk Pipeline (Loews)
Priced Pollow On for Teckay Offshore Pariners
- Priced Power One convertible
¢ HG & HY
Strong Client flows in carly June
Dieal Pricing for Cenveo, Iron Mountain and Sequa, FPL, Duke, Republic of Portugal, Hartford Financial, and
Northeast Utilities

LEHMAN BROTHERS
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Investment Management Also A Key Component of Success

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

¢ Ford's Asset Management Mandate - Lehman Brothers was
elected as sole strategic advisor of Ford’s pension

Assets Under Management Trend

% Hithions

306 Fard selected Lehman Brothers o implement s strategic
ohjective as sole strategic pariner responsible for tactical asset

allocation within the aliernatives portfolio. In addition 1o

£50 gy . - providing tactical advice, Lehman Brothers will directly manage
{0 . A . = a portion of the alternalives portfolio, holding responsibility tor
_— . manager selection for hedege funds, private equity and real estate

2063 RELIEY 2045 pALiH a7 Q3208 . N N DR o . .
®AUM ¢ Teacher Retirement System (TRS) of Texas Strategic

evenue Trend e s . e e e
- TRS 15 one of the ten largest plan sponsors in the 118, with $110
billion assets under management

% Mo
PRI R T £ 5 T
increase -

— Lehman Brothers was selected as one of four strategic partners to

3504

3008 transact a share of TRS” capital markets business

2.5} ;

2406 § B8 esmnso . .

LA - 4 Central European Media Enterprises (CME) Invested $45

LA cexe - v e,
o BB OB B OB OB OB Million Info the Lehman Brothers Asset Management USD Off-

o i 0. BE NS R NS - Shore Liguidity Fund

2063 ¥3 TR ptii 53 b2t 2447 iy a4y aK ek ayn y g : -
W e nne ~ CME operates the leading pan-Central and Easters European

national private television stations and networks

i o & %y o i A : -,
"y Y ¥ E.. Ty A s T $ot p . = §
PV <F A 5] T HoAins ,-";V- L3N /,,;‘T'F,..ti e A
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Lehman’s Core Franchise Remains Strong in Q3 "08...

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 Q3 08

¢ Thix is also confinmed by trade volumes, with 2008 volumes above 2007 averages

Quarterly Sales Credits indexed to 2006 !

%

205 e
4%
Otrly Avy 2006 Qtedy Avg 2007 Q1 2008 02 2008
$ Bepresergs Fivid furomi and Eguidtey Sales Cvedissazwell wy Iivesppens Bank iy god fovsamiead Motageineild P covenises el foe
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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

Rt i
; o ; 5 s - » 2 2 Sy ’ - b e d  Fe ¢ P
¢ Head Count reduced from 28,556 in Q4707 10 26,189 in Q2708 o puow FEYET g9
Majority of reductions coming from “secular decling” businesses ' {
& Initiatives designed to provide sustainable profitability in the current downturn while positioning
Lehman to take advantage of growth opportunities when the cyele turns in 2009, and including:
Exiting of Mortgage Capital Busingss {(MCD) s .

- Sreamlining organization and processes
Consolidating groups, roles and functions

Sealing back marginal offices/functions RS SN S L SU S Y

® We want 1o be carefud not 1o overshoot
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Revenues Required to Achieve Lehman’s 15% Target ROE. ..

Based on current cost structure and capitalization, $19.5 to $20 billion of

annual revenues are required to achieve a target ROE of ~15%

Revenue
Compensation
NPE

Pre-Tax Income
Taxes

Net income
Preferred Dividends

Het incame to Common

Conynon Equity

ROE

$15.0

§7.4

$3.8

$3.8

$1.1

$2.8

$0.7

$2.0

§23.3

8%

$17.0

8.4
3.9
$4.7
1.4
$3.3
0.7

$2.86

$23.3

11%

|

LEHMAN BROTHERS
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o,
. g T
o s " 5
e e £ y R y PO
3 e Vo e e aen iy A e
[ Sl o ‘s A A PSS
g e o A v <
2T g
[
i

rements (SB)

# Averaged ~$900M vver pust 4 O,

tnciuding $1.08 mcond in 1 08

178 - $1.88 ~A.408

& Adso. strongrey growth (31258 por O
ovey fust 2.3 yrsh, drivers by AUM nflows

$1.26- $1.48

e, PR

e L
o

SOBM - RLIB

STH0M ~ S006N]

<

favesiment Banking Investment Management Fquities Fixed Income Total

4 s
ISRy P e,
g J e 4 - p
e e it R i i R AR R r s s mmmesmeseeses: A

# Averaged SO over past 2 s # Fared 8 480 0 68 & Averaged ~S1EE over past 4 s,
# feadecunt nvesiments made, # Averaged $1.28 dasing 108, cachiding:

pspevially outside the LS, o drive excluding Principal pairsd o
Fordwr growih &

SR

Averaged R1LeB per £ in 07, with
a6 £ belpw $1.38
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...And Are Consistent With Historical Return on Assets

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

¢ Achieving $19bn in net revenue would require the Firny to carn a 4.6% revenue retursy on assets {ROA),
which is conservative given the ROA earned last vear and throughout most of Lehiman public company

history A B
- Dl N
m T e ’
y e
p
Reqguired Revenue Return on Aszets (8B) Historical LEH Revenue Return on Net Assets
Avg 2007 Proforma A vs, Avg 07 . Average since becoming public company = 5.3%
Tangible Eguity Capital $21.0 $33.2 58% TH0% o e

Net Leverage 15.6x% 12 5x ~31x H.68% bAR0%
Net Assets $327 $415 27% 5 6l hadnki
5.20%
Net Revenue 19.3 19.0 A% _ ‘
P % S48 - - - - Reguirved
Revenue ROA 59% ( 4.6% ;1 % A% 4.6%

E9BE 1w 2000 041 2862 2003 2044 Z085 2006 2087
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Summary

¢ Lchman's capital postiton and liquidity have never been stronger

& We continue o reduce exposure to higher risk assets and de-risk the Firm
Residential Mortgages down 22% from Q1
— Commercial Mortgages down 19% from Q1
HY Acguisition Finance down 353% from Q1

Total Assets down 19% from Q1
& Derisking continues i Q3
¢ Client franchise has contimued to perform well
Sales Credits are trending above 2007 levels
— New sizeable mandates in Investment Banking and Invesiment Management
Evidenced by strong results in Greenwich Survey

¢ Management changes have strengthen the organization

¢ Returning a mid teens ROE is consistent with the strength of the client franchise and the current cost base
gven with mereased capital and lower leverage. excluding the effects of legacy writedowns

LEHMAN BROTHERS
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Maddy To Nancy Stasse/Inv/MetLife/US@MetLife
Nunez/Fms/MetLife/US

07/22/2008 10:38 AM

cc
bce
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 -—--

Eric T
Steigerwalt/Fms/MetLife/US To Maddy Nunez/Fms/MetLife/US@MetLife
07/22/2008 10:34 AM ce
Subject Re: Lehman meeting tomorrow @ 200 Park.]
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 afterncon, but Wheeler has Chris Breslin for an hour @3:30pm to discuss
earnings. Move meeting to 4:30 pm, reschedule or leave as is?

LLily i's out today returning tomorrow.

CONFIDENTIAL TREATMENT REQUESTED BY METLIFE ML-LEH 00012219



Calendar Entry ] Notify me @
Appointment [] Mark Private '] Pencil In

Subject %:Lehman:Meéiihg ‘ ‘ ‘Where

Wed 07/23/2008 ; 02:30 PM Categorize .

- Wed 07/23/2008  03:30 PM

1 hour ;

‘When

"Description

Topic: Lehman View on Strategic Capital

Location: 200 Park - 57th Floor Smalt Conference Room
From Met: Bill Wheeler
Eric Steigerwalt
From Lehman: Gary Antenberg
Steve Lessing
Jeffrey Weiss
Richard Bonaventura
Contact; Maddy Nunez (212) 578-2714

CONFIDENTIAL TREATMENT REQUESTED BY METLIFE ML-LEH 00012220



Calendar Entry

Appointment

[ 1 Notify me

|| Mark Private

D Pencil In

Subject Steve Lessingian‘d Skip McGee - Lehman

Where

lLocation

Thu 07/24/2008  03:00 PM
Thu 07/24/2008  04:00 PM

| hoUr
"When

Categorize -

‘Description ;

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

CONFIDENTIAL TREATMENT REQUESTED BY METLIFE

ML-LEH 00012221




Brian Keetch /Inv/MetLife/US To Steven A Kandarian/Inv/MetLife/US@MetLife
08/07/2008 12:53 AM cc
bece

Subject Re: Lehman Update from Kandariant

Hrstory @ .

Rob says the following...

"Super letter and great follow up. Please keep me posted and | 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

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

Thanks

| Brian Keetch

Office of the Chairman, President and CEQ
212-578-4499 (phone)

212-578-7532 (fax)

Maria T. Rivera/lns/MetLife/US

Maria T.
Rivera/Ins/MetlLife/US To Brian Keetch/Inv/MetLife/US@MetLife
3 08/06/2008 10:52 AM cc Steven A Kandarian/Inv/MetlLife/lUS@MetLife, Joan R.
P Cardone/Crp/MetLife/US@MetLife, Nancy
- Metlife Stasse/Inv/MetLife/US@MetLife

Subject Lehman Update from Kandarian

Brian,

Please share with Rob the following:

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

ek ek ke ek ook bk ok A A A R R kb koo ke
Memo to: Rob Henrikson

From: Steve Kandarian

Subiject: Lehman Meeting Update

Date: August 6, 2008

Rob,

Bill Wheeler, Steve Goulart and | met yesterday at Lehman Brothers with Dick Fuld and a few members of
his senior management 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.

| 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, | don't think the kind of
deal we are interested in will work for Lehman.

Nevertheless, | 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

FREAEI I T I I kb kb bk b hhh A b AR R AR A I A TR TR R R TR R AT Ik bk kAR AR AR AR AR AR AR AFARR I AT TR Lk d ke kk

August 6, 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

CONFIDENTIAL TREATMENT REQUESTED BY METLIFE ML-LEH 00012223



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/Inv/MetLife/US]
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Robert Merck /inv/MetLife/US To John Rosenthal/lnv/MetLife/US@MetLife, Steven A
08/08/2008 08:56 AM Kandarian/Inv/MetLife/US
cc
bce

Subject Re: Fw: {MetLife Secure Message} Updategﬁ;

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/Inv/MetLife/US

John .
Rosenthal/Inv/MetLife/US To Steven A Kandaran/Inv/MetlLife/US
08/07/2008 06:02 PM cc Robert Merck/Inv/MetLife/US@MetLife, Brad

Rhoads/Inv/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 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 W and co will need to take a sampling approach as
they will not be able to value each posiiton. They were still meeting when | 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, | will be heading into Lehman again tomorrow with Odonnell and probably
Wiviott, and we will be walked through the 10Q. 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 | 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". | 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/Inv/MetLife/US on 08/07/2008 05:40 PM -----

John -
Rosenthal/Inv/MetlLife/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. | said ok....but | think they were a little surprised that we wanted to "understand/value”
those assets as well. :

| 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. |told him our folks were aware of that, and tt would be a focus of their
analysis.
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Calendar Entry [ Notify me &
Reminder X Wark Private

Subject - | Travel Summit o Lehman - Dan O'Connor

; ‘Stars. Thu 08/14/2008  06:30AM | | Categorize - J

nttinezone

Description.

Note: Steve Goulart will attend
Contact Dan: (917) 584-2697 cell

(732) 735-5704 home
(917) 838-1193 car
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Calendar Entry

Appointment

[ Notify me v
[] Mark Private ] Pencil In

Subject Steve Lessing - Lehman

Where Location |

rs Thu 0814/2008  08:00 AM

Categorize

1 hr 30 mins B

 When . Thu 08/14/2008 . 09:30 AM

'Description

From MET: Steve Goulart

From LEH: Bart McDade, Skip McGee, Mark Shafir, Jeff Weiss
Location: 745 7th Avenue - 32nd Floor

(212) 526-8643 office
(917) 689-8526 cell

CONFIDENTIAL TREATMENT REQUESTED BY METLIFE
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John To Steven A Kandarian/Inv/MetLife/US
Rosenthal/Inv/MetLife/US

08/13/2008 04:38 PM

cc
bcc

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. | will keep you posted.

----- Forwarded by John Rosenthal/Inv/MetLife/US on 08/13/2008 04:34 PM -----

William
Moretti/Inv/MetLife/US To John Rosenthal/Inv/MetLife/US
08/13/2008 04:32 PM 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:

e 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.

e 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 Intex. We will attempt to gather additional information from Lehman that may allow
us to continue our analysis on these securities.

e  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 $1.1bn in Alt 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.

e Attached please find our preliminary valuation of the structured finance portfolio.
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Fesidential -Summary W3 _xls.zip

William Moretti
Managing Director
MetLife Investments
Tel. 973-647-3381
Fax 973-647-3052
wmoretti@metlife.com
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Steven J To Steven A Kandarian/Inv/MetLife/US@MetLife

Coulart/Fms/MetLife/US cc William J Wheeler/Fms/MetLife/US@MetLife
08/13/2008 04:58 PM o

Subject LEH

Quick updates on two topics: | 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: | 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 somerall 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, | 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). | 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 To Steven A Kandarian/Inv/MetLife/US@MetLife

Wilsmann/Inv/MetL ife/US cc John Rosenthalflnv/MetL ife/ US@METLIFE, :

08/13/2008 07:00 PM rmerck@metlife.com, kcavanagh@metlife.com, Kenneth A
e Mcintyre/Inv/Metl ife/lUS@MetLife, James

Metlifte Ray/Inv/MetLife/US@MetLife

bee

Subject Fw: Initial RE Valuation - Draft for your review

Our initial valuation analysis of Lehman's approx. $49B in real estate holdings indicates a base-case
current value of $26B, reflecting a dollar price of .53. Our initial stressed case reflects a value of $14B, 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 $23B loss on our base case, and a $35B loss on our
stressed case.

As we previously highlighted, the pbrtfolio 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 $19.4B of senior loans, .21 on $5.9B of mezz
loans, .17 on $7.2B of project equity, .70 on $1.9B of non-performing loans acquired at a discount, .85 on
$5.3B of senior loans held as securities, .03 on $1.9B 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 LTVs 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 : To William Moretti/Inv/MetLife/US@MetLife, Steven A

Rosenthal/Inv/MetLife/US Kandarian/Inv/MetLife/US@MetLife

08/14/2008 09:49 AM cc
: bee

Subject Red

We didn't really have any good info on the other stuff at this point. So it would probably be too Imuch of a
leap to extrapolate on the rest. As | 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 2.1b.

William Moretti :

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

From: William Moretti

Sent: 08/14/2008 08:05 AM 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 07:13 AM 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 extrapolatidn on the entire
$29.6 B?
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MetlLife

August 6, 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 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

cc: S. Lessing
1. Lowitt
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Initial Observations — Commercial Mortgages & Real estate:

e $49B in total exposure, consisting of $40B in commercial mortgages and real
estate, plus $9B classified as corporate debt and equity related to real estate
transactions. Approx. 2200 investments in total.

e 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, B-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 Retalil 12%
o Condo 6%
o Ind & Storage, Other 5%

« Significantly higher risk profile than MetLife RE portfolio:

Majority (61%) of senior loans greater than 75% LTV at origination

25% of mezz loans greater than 90% LTV at origination

80% of portfolio originated in “frothy” 2006 & 2007 years

70% of portfolio matures within next 3 years

Many complex structures, many loans with debt serviced from reserves
Large first loss exposure - portfolio sensitive to market valuation changes.

O 0O O 0 0 O

e Approx $2.5B writedowns taken 1H 2008; $7B in sales/payoffs in Q2. 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:

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

¢ Sit down / walk through valuation and portfolio surveillance process with Lehman
assel management. Review and discuss specifics of underwriting and valuation
assumptions on selected sample investments.

» Overlay MetlLife 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 To Steven A Kandarian/Inv/MetLife/US

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

bce

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. Wiil 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 W and co will need to take a sampling approach as
they will not be able to value each posiiton. They were still meeting when [ 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, | will be heading into Lehman again tomorrow with Odonnell and probably
Wiviott, and we will be walked through the 10Q. 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 [ 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". |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/Inv/MetLife/US on 08/07/2008 05:40 PM -----

John
Rosenthal/Inv/MetLife/US To STEVeN KANDARIAN
08/07/2008 10:12 AM cc

Subject {MetlLife 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. | said ok....but | 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. | 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)
At

In millions May 31, 2008  Nov 30, 2007
Assets
Cash and cash equivalents $ 6,513 $ 7,286
Cash and securities segtegated and on deposit for regulatory and other purposes 13,031 12,743
Financial instruments and other inventory positions owned

(includes $43,031 in 2008 and $63,499 in 2007 pledged as collateral) 269,409 313,129
Collateralized agreements:

Securities purchased under agreements to tesell 169,684 162,635

Securities borrowed 124,842 138,599
Receivables:

Brokers, dealers and clearing organizations 16,701 11,005

Customers 20,784 29,622

Others 4,236 2,650
Property, equipment and leasehold improvements

{net of accumulated depreciation and amottization of

$2,697 in 2008 and $2,438 in 2007) 4278 3,861
Other assets 5,853 5,406
Identifiable intangible assets and goodwill

(net of accumulated amortization of $361 in 2008 and $340 in 2007) 4,101 4,127
Total assets ‘ $639,432 $691,063

See Notes to Consolidated Financial Statements.
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LEHMAN BROTHERS HOLDINGS INC.
Consolidated Statement of Financial Condition—(Continued)

(Unaudited)
At

In millions, except share data May 31, 2008 Nov 30, 2007
Liabilities and Stockholders’ Equity
Short-tetm bortowings and current portion of long-term borrowings

(inchuding $9,354 in 2008 and $9,035 in 2007 at fair value) $ 35302 $ 28,066
Financial instruments and other inventory positions sold but not yet purchased 141,507 149,617
Collateralized financings:

Securities sold under agreements to repurchase 127,846 181,732

Secutities loaned 55,420 53,307

Other secuted botrowings

(including $13,617 in 2008 and $9,149 in 2007 at fair value) 24,656 22,992
Payables:

Brokets, dealers and cleating organizations 3,835 3,101

Customers 57,251 61,206
Accrued liabilities and other payables : 9,802 16,039
Deposit liabilities at banks

(including $10,252 in 2008 and $15,986 in 2007 at fair value) 29,355 29,363
Long-term botrowings

(including $27,278 in 2008 and $27,204 in 2007 at fair value) 128,182 123,150
Total abilities 613,156 668,573
Commitments and contingencies
Stockholders’ Equity
Preferred stock 6,993 1,095
Common stock, $0.10 par value:

Shares anthotized: 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 61 61
Additional paid-in capital 11,268 9,733
Accumulated other comprehensive loss, net of tax (359) (310
Retained earnings 16,901 19,698
Other stockholders’ equity, net (3,666) (2.263)
Common stock in treasury, at cost

(60,243,989 shares in 2008 and 80,995,087 shates in 2007) (4,922) (5,524)
Total common stockholdets” equity 19,283 21,395
Total stockholders” equity 26,276 22,490
Tortal liabilities and stockholdets’ equity $639,432 $691,063

See Notes to Consolidated Financial Statements.
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LEHMAN BROTHERS HOLDINGS INC.
Notes to Consolidated Financial Statements
(Unaudited)

instruments. In the calculation of the credit tisk adjustment for detivatives, 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 ate generally recorded .on an aggregate basis. For a portfolio of assets or liabilides, the Company
attributes valuation adjustments to individual transactions for financial reporting purposes. Management believes the
methodology adopted to allocate valuation adjustments on a pottfolio to individual positions is reasonable and consistently
applied during the pefiods presented.

Fair Value on a Recurring Basis

Assets and liabilities measured at fair value on a recutting basis and which were categorized as Level 3 at May 31, 2008 and
November 30, 2007 wete approximately $37.9 billion, compared to $38.9 billion at November 30, 2007.

At
In millions May 31, 2008 Nov 30, 2007
Level 3 assets $ 41344 $ 41979
Less: Level 3 derivative lizbilities (3433 (3,095)
Level 3 assets (net detivatives) $ 37,911 $ 38,884

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

Assets at Fair Value as of May 31, 2008

In millions Level 1 Level 2 Level3- Total
Mortgage and asset-backed securities® $ 347 $ 51,517 $ 20,597 $ 72,461
Government and agencies 11,002 15,986 — 26,988
Corporate debt and other 77 44,332 5,590 49,999
Cotporate equities 26,785 10,606 10,158 47,549
Commercial paper and other money market instruments 4,757 — — 4,757
Derivative assets® 2,597 39,395 4,999 46,991
$ 45,565 $161,836  $41344  $248745
Liabilities at Fair Value as of May 31, 2008
In millions Level 1 Level 2 Level 3 Total
Mortgage and asset-backed securities § — $ 351 $ — $ 351
Government and agencies 60,689 3,042 -— 63,731
Corporate debt and other 5 8339 — 8344
Corporate equities 42,356 828 — 43,184
Commercial paper and other money market instruments 12 — — 12
Derivative liabilities® 1,799 20,653 3,433 25,885
$104,861 $33,213 $3,433 $141,507

®  Includes loans transferred to securtization vehicles where such transfers were accounted for as secured financings rather than sales of
approximately $11.7 billion at May 31, 2008. The securitization vehicles issued securities that were distributed to investors. The Company docs
not have cconomic exposure to the underlying assets in those securitization vehicles beyond the Company’s retained interests. The loans are
reflected as an asset within Mostgages and asset-backed positions and the proceeds received from the transfer are reflected as a liability within
Other secured borrowings. Thesc loans are classified as I.evel 2 assets.

@ Dedvative assets and Habilities are presented on a net basis by level. Inter- and intra-level cash collateral, cross-product and counterparty netting
at May 31, 2008 werc approsimately $45.6 billion and $43.4 billion, respectively.

229
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Mark To John Rosenthal/Inv/MetLife/US@METLIFE

Wil /Inv/MetLi

fismann/in ife/US cc rmerck@metlife.com, kcavanagh@metlife.com, Kenneth A
08/08/2008 06:41 PM Mcintyre/inv/MetLife/US@MetLife, James
Ray/Inv/MetLife/US@MetlLife

SPaw
Metlife bce

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.

— {2
")

RE Initial Observ.doc
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Summary

MV ($MM) [+] ts on Observations from List of Securities
Alt A 7.804 Overwhelmingly from 2007 vintage Lehman related shelves and other shelves that MetLife typically does not participate in.
Non-Prime 2,172 Mostly from 06-07 vintage and subordinate positions that are highly distressed
Other 1,160 Majornity of the securities may be HELOCs?
Total US 11,136
Europe 8,784 Close to a deal to selling >$5bn of UK assets and servicer (Capstone)
Asia 643 No information
ABS CDO 544 No information
Grand Total 21,107
Alt A Non-Prime
Whole Loans MV (SMM) Mark Comments Whole Loans MV (SMM) Mark Comments
Performing 1,571 75.00 TBD Subprime 134 38.00 TBD
Alt-A loans - 70% "performing
marked at $60; 30% NP marked
Non-Performing 135 45.00 TB8D 2nd Lien 650 50.00 at $10 - likely <§40
1,706 784
Securities Securities
TBD - >50% are "back-end" AAA
AAA 2,799 67.70 TBD - likely < $60 AAA 363 67.00 securities priced likely <$50
Subs 1,153 22.00 TBD - likely $5-$15 Subs 991 31,50 TBD - likely $5-$15
3,952 1,354
Residuals 493 Mostly 2007 Hard to analyze - close to $0 Residuals 8 Hard to analyze - close to $0
Hard to analyze - Based on
Servicing Rights 1,653 mtges of $130bn Servicing Rights 26 Hard to analyze
Grand Total 7,804 Grand Total 2,172
Residential - Other Europe
Whole Loans MV ($MM) Mark Comments . Whole Loans MV ($MM) Mark Comments
Close to SellinQ combined $5bn
Scratch & Dent 251 41.25 TBD - likely <$25 UK 2,106 90.18 in UK whole loans & securities
Reverse Mtg 629 97.26 TBD |ireland 281 96.04 Not familiar with this sector
880 Netherlands 417 92.45 Not familiar with this sector
Italy 179 88.8 Not familiar with this sector
Securities NPLs 633 39.96 Not familiar with this sector
AAA 144 59.94 No information 3,616
Subs 89
233 Securities
[AAA 4,071 93.56 Selling ~$3bn UK securities
Residuals 40 Hard to analyze - close to $0 Subs 768 £9.13 No information
4,839
Servicing Rights 7 . Hard to analyze
Residuals 329 Hard to analyze - close to $0
Grand Total 1,160 Grand Total 8.784
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US Deals - HY Commitments

Deal

Lehman Commitment

. RCDDIL

st Lien

2ud Lien Bond

Total

Closing Date

Funding Date

Mark Price

Funding

RCDDTL

15t Lien 2rd Lien
=

i ‘619‘7} s A8

Bonten Media Group, Inc. §15 §153 30 § §168 { 98 $57T 1 1000% 1000% -
| SunGard Deta Systems f0 30 - %0 0 $100 | 10A/08 $100 - 0.0% -

i i o i

Pnstrin | WaseSerdoss e, sy 2z | 5 98 $ 50 §0 | ws08 | 81508 o8| 100 1000 -

Total US HY Commitments $1,789 309 438 $362 §6.407 ' K 4,43

Europe/Asia Deals - HY Commitments

‘ Lehiman Commitment B S Mark Price
Deal RCDDIL Ialien  Mdliem . Mem Tolal | Closing Date | Funding Date RCDDIL Bak  ndLien

SRS el

$t27

Funding
i

A

1000%

S¥ZZ1000 HAT-1N
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rﬁwir"“‘; ‘ . |
gl “ ; ,\
T Total Europe/Asia HY Commitments $266 $689 G an $1.344 R BEE
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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 porfolo assessed 66%

Lehman Shelf 380 min
% of US Portfolio 52%

1G Porifolio 700 min
% of US Podfolio 95%

BIG Partfalio 37 min
% of US Ponfolio 5%

US Portfolie by Vintage and Product Type (amounts in § min)

Large Single
Conduit Loan Asset 10 Total %
2008 0 0 0 4 4 0.6%
2007 170 171 4 &7 403 54.7%
2006 68 36 0 19 123 16.7%
2005 5 9 0 37 51 65.9%
_2004 & Prior 28 17 1] 111 156 21.2%
Total 272 232 4 228 737 “100.0%
% 36.9% 31.5% 0.5% 31.0% | 100.0%
European Portfelio 1,341
William Moretti

Managing Director
MetLife Investments
Tel. 973-647-3381
Fax 973-647-3052
wmoretti@metlife.com
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