
Confidential Presentstlon to: 

r ( ~~tc \ ~ {}'v0 ... (17 ', {j 

'7-\ r t~~ h. \\·'""·Av+ 
:-1 

IU~c-;>J ~ i t · 

- CP!" ~ ~If.'~~~:-·~ 
,-.. .,fl/ t-b•-'-'~ 

ers Board of Directors - f~ud-~-t \'\~-~'"'~' 

LEHMAN BRm'HERS 



(') 
0 g., 

:,;P.. 

~ ~-
" e. Table of Contents ~>-3 
" <I P..., 

§" 
m. + Executive Summary 1 

+ September 2007 Financial Results 2 

+ Capital Markets 3 

+ Investment Banking 4 

+ Investment Management I Principal Investments I Regional 5 

+ Balance Sheet, Capital and Risk 6 

+ Competitor Information 7 

+ Monthly Financial Performance Trend 8 

[;; 
+ Quarterly and Annual Financial Performance Trend 9 

l::c: 
(') 

~ LEHMAN BROTHERS e 
0 
0 
0 
0 
0 
0 
N 



• 

• Both the equity and high yield debt markets improved in Septomber, following the SO bps rate cut by the Federal Reserve on September 18. • 

+ Global equity markets were up 3%, led by a 5% sain in Asia. The U.S. markets WCRI up by 4%, while Europe was up 2%. l" 1. "< \!, 
- Global average trading volumes were doWII 9% versus August, but were in line with average month 2007 and 28% higher than averase monlh 2006. C' L'-' 11 1\ ~"-

• Fixed Income credit spreads were mixed in the month. The Lehman Global High Yield Index lightened 35 bps while the Globallnves- Grade ~~ 
Index widened slightly by 3bps doe to a sharp iru:tease in new issuance. The various BBB- rated !ranches of the ABX index widened during the month. S t ('· 

1 
• Treasury yields weRO mixed as well, with tho 2 year yield docreasiDg IS bps while the I 0 year yield inc.eased 6 bps in Septomber. t\k I \ :"-.. 

• Monthly net revenues of$ 1,343 million WCRO 9% below budget and 10% below average month 2007. 
> Fixed Income Division IeYenues of$668 million were 10% below budget, but were 18% higher than average month 2007, driven by solid resuhs 

in Interest Rate Prodoeta and Commodities, and m:ool perfomumce in Municipals. These were offset by continued weakness in Credit and 
Securitized Prodoets despite encouraging signs of recovery. 

l> Equities Division revenues of$529 million were 56% ahead of budget and l4o/• better than average month 2007, led by strong results in Execution 
Smvices and Derivatives amid solid customer flow, as well as successful trading strategies. 

> Banking Division ICVOIIUes of$214 million IIailed budget by 23% and were 12% lowe< than average monlh 2007, doe to lowe< Advisory revenues 
and continued weakness in Leveraged Finance, pal1ially offset by strong performance in Equity Origination. 

l> In_.._! Management Division revenues of$213 million were 3% ahead of budget and 3% behind average month 2007. 

l> Principal Investments revenues of$167 million were siguificantl.y ahesd ofbudget and more than double average month 2007 level, driven by 
strong revenues in Global Trading Strategiea (including profitsble Distressed Debt trading, as well as investment gains on the India portfolio). 

l> Other revenues inclndcd approximately $300 million oflosses resulting liom rcvalning our struc!Ured note liabilities, as our credit spreads 
lightened afler our Q3 earnings announcement and the Fed rate cul 

l> Non-U.S. revenues of $SSl million were 7% better than budget but IIailed average month 2007 by 8%, as strong results in Asia were partially 
offset by lower perfonnance in Buropo. 

+ Pemonnel expenses were acctUed at 49.3% ofnet revennes, consistent with prior periods. 

• Non-penonncl expenses of$322 millioo, including approximately $5 million of charges from the previously announced resizing of our mortgase 
platforms. 

1'1 olit:thll!l\ 

• Net income of$254 miUion and BPS of$0.44 were 18% and 16% below budget, respectively. 

+ Pretax margin was 26. 7%, ROB was 14.3% and ROTE was 17.8%. 
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~OD.Illlueo budget by HI% but were 18% 
better than average month 2007. 

• Credit Products undetperformed budget, but improved versus 

avelllge month Q3'07. ~O.'''~ *'o 
• Securitized Products continued to undetPetform as market~"''~ 

conditions remained challenging. l'><.\ ~ ~ \,v ~ '1' /.1:9 
• Real Estate revenues trailed budget and average month 2007 as~ 

asset sales and securitization activity remained sluggish.~ -e_';J.Y. 
• ln-Rate Products outperformed budget by 38%, due to ' 

profitable trading Btrategies. 

• Record revenues in Municipals more than doubled budget as 
client activity was 60% higher than average month 2007. ~ 

• Commodities revenues were strong, driven by natural gas and 
power tradin including gains ftom the Eagle Energy latform.1; 

Fixed /IU!Ome MMMI ConditiDns 

• Yields on U.S. and European government 10 year notes 
increased during the month while yields on U.K and Japanese 
notes remained relatively unchanged. 

• The Fedeml Reserve cut the overnight in- Illte target by 50 
bps, 25 bps more than the market consensus. 

• Global investment gillde spreads widened slightly (3 bps) while 
high yield spreads tightened by 35 bps, following the Fed Illte 
cut. The various BBB- rated tlllnches of the ABX index 
widened in the month, while higher Illted tlllnches tightened. 

• The Dollar weakened further against the British POUI1d ($2.02/£ 
to $2.05/£), the Buro ($1.36/€ to $1.43/€), as well as the 
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• 
ahesd of avelllge month 2007. 'J c 

• Custoriu:r aetivity continued to be solid, outperforming ~ \\tt- ( · 
avCillge month 2006 by 29o/o, but 8% lower than avelllge \ L ~~\ ;-{T 
month 2007 as eiThcts of market volatility tapered off. r AI.Jl.. 
Execution Services revenues continued to be strong, ./ 1~ 
outperforming budget by 36%. 

• Derivatives revenues were strong, 72% better than budget and 
100/o better than avelllge month 2007, driven by Corpolllte 
derivative transactions and profitable trading slllltegies. 

• Record Equities Strategies were significantly ahead ofboth 
budget and aveillge month 2007, led by gains in Asia on 
favOillble marlcet valuations. 

E'luity Marlen O.ntlitloiiS 

• Global equity markets advanced 3% during the month, with 
increases across the regions. 

l> Asia led the gains with a 5% increase as the Hang Sang index 
continued to soar and advanced 13% in September. The U.S. 
markets were up 4% while Europe was up 2%. 

l> Global aVelllge daily trading volumes were down 9% versus 
August, but were in line with aVelllge month 2007 and 28% 
higher than avelllge month 2006. 

• The VlX index, which measures U.S. market volatility, scaled 
back from 23% to 18%, following the Fed decision and equity 
markets rally, but was still ahesd of the aveillge level for lH '07. 



Investment Banking 
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• Revenues of$214 minion were subslantially lower than beocbmarlc 
periods, as market conditions tor buyout activity as well as debt 
underwriting activity remained challenging. 

+ M&A revenues were siSDificantly below budget 8lld average month 
2007, .. completed activity remained light. 

+ Debt Origination revenues continued to underperform, however some 
esrly signs of recovery appesred in the credit llllllkets. 

• Equity Origillafion revenues were solid, Ol!lperforming budget by 34% 

and slightly ahead of avemge month 2007, including strong revenues 
from cotpOIBte deriwtiw transactions. 

• Fee pipeline of$961 minion, down 3% ftom the quarter end, but up 
24% since the beginning of the year. 

\Luld.'1 I rl\ ir onnH'IJt 

• Announced M&A volume continued to decline, down 6% from 
last month. Howewr, on a year-to-date (YTD) 8lll1lllllized basis, 
8111l0unced volume is on pace to be 34% higher than 2006 levels. 

• Completed M&A volume was do'W1144% in the month, but is 13% 
ahead of2006 on an annualized caleudar basis. 

+ Equity Origination volume increased SO% month over month, led 
by secondary offerings in Asia. On a YTD aamJaJiVMf basis, 
globs! volwne is 15% higher than 2006, with a significant increase 
in Conwrtibles. 

• F'IXed Income Origination volume increased 7% in September, led 
by a recovery in inveslmeot grade issuances. On a YTD 
annualized basis, origination volumes ano slightly ahead of 
calendar 2006, with increases in corporate invesbnenl grade, 
mortgage backed, agency 8lld sovereign iasuancea, offsetting 
declines in high yield 8lld asset backed issuances. 
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Investment Management I Principal Investments I Regional 

• Revenues of$213 million. were in line with budget and 
average month 2007. 

• AUM grew to $285 billion, a net increase of approximately 
$10 billion ( +4%) in the month, with net inflows of$4.7 
billion, and marlcet appreciation of $5.7 billion. 

+ PIM revenues of $97 million were 6% below budget and 
14% lower than average month 2007, driven by lower 
activity in Equily and Alternative products. 

• Revenues of $167 million were significantly ahead of 
budget and more than doubled average month 2007. 

+ R£sults in Global Trading Strategies were driven by 
profitable strategies in Distressed Debt trading, as well as 
investment strategies in India. 

+ Revenues in Global Principal Strategies were also strong, 
led by performance in U.S. Portfolio Investing. 

+ Partially offsetting the gains were lower revenues from 
Private Equily principal investments. 
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• Europe revenues of$269 million were 24% lower than 
budget and 34% lower than average month 2007, mainly 
due to weakness in Fixed Income. 

+ Fixed Income results were substantially lower than budget 
and average montb 2007, driven by Credit and Securitized 
Products. 

+ Equities results were solid, outperforming budget by 3 7% 
driven by profitable trading strategies and customer 
sctivity, especially in corporate derivatives. 

+ Banking revenues were 23% ahead of budget, led by 
performance in Equity Originstion including strong 
corporate derivatives sctivity. 

\ s i :1 

+ Asia revenues of $282 million exceeded budget by 74% 
and were 47% higher than average montb 2007. 

+ Fixed Income results were 37% lower than budget and 
average month 2007, as solid results in Real Estate and 
Credit Products were more than offset by weakness in 
Interest Rate Products. 

+ Equities revenues doubled average month 2007 level, 
driven by customer flow, and successful trading strategies 
as the Hang Sang index soared 13% in the month. 

+ Banking revenues were also strong, led by derivative 
transactions with corporate clients. 



Balance Sheet, Capital and Risk 
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Competitor Information ~..., 
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LEH GS MS MER BSC c BAC JPM 
F,_Hdal SIMUIIcs 

Price to Taqiblo Book 1 2.lx J.lx 2.3x 1.9x 1.4x 3.7x 3.5x 2.7x 
Price to Book IJ 1.7x 2.7x 2.lx 1.7x 1.4x 1.9x 1.8x 1.3x 
Price to EamiDgs .. 8.3x IO.Ix 8.3x &.Bx IO.Ox 9.9x IO.Ix 9.6x 

Dividend Yield 0.9% 0.6% 1.6% 1.9"A 1.0% 4.5% 4.9% 3.2% 
Book Value per Shuo' $38.29 $84.65 $32.14 $43.55 $91.82 $25.56 $29.95 $3S.08 
Marlo:et Cap (billioos) $34 $91 $11 $65 $14 $240 $233 $158 
Share Price Peiformance 

2007 Calendar Yeer to Date 1 -18% IS% -1% -19% -24% -13% -2% -3% 
Calendar Year 2006 22% 56% 44% 37% 41% 15% 16% 22% 

CalendarYoar~ ~ ~ 47% 23% 2% 13% 13% 1% -2% 2% 

AvcngcROB" (1"1-~wJ-t'-'7 (c, ~ 36% 26% 23% IS% 18% 17% 14% 
AvengeROTE" ~~ 2 39% 30% 26% IS% 33% 33% 23% 

Tm Yelll' DeiJt reod8 (Bafs Polntl) 
Spread w. I Month Libor (9mi07) 93 98 128 63 63 78 
Spread w. I Monlh Libor (8131/07) 140 110 110 110 ISS 60 60 80 

Spread w. 10 Year UST (9/28107) 180 160 ISS 160 190 125 125 140 
Spread w. 10 Year UST (8131/07) 210 180 180 ISO 225 130 130 ISO 

Lo TemtDeiJtCNIIlt 
Standard & Poon A+ M- M- A+ M M M-
Moody's Al As3 As3 AI Aal Aal As2 
Fitch M- M- M- A+ M+ M M-

I. SIHrn ~ 111 o/OtiDIJrr 11. 2D01. 

r 2. Boai< ... T_o/!oohol.,.. ""'IM''"''" .......,...,....__.., (3QOT jOT LEH. OS. MS. BSC: 2Q01 jOT o/1 
J. 1:::1:. of/Mifow""'"""ly..,.md- (IQI/6 • Jfl01 foTLEH. OS. MS. BSC; JQOf • 2(21)1 j0To/lo1h8n}. ti1 •• Ollfo/1 Jlflfll' 2008 Fln1. Ctlll ...... ,.,.. tJ/Ot:lobttr 11,1007 . 
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$ llllllloM. ...,,,. ,.,.. dala Sop- Octobor November Dooombor s--. Fe- March April May lune luly A- September 
2006 2006 2006 2006 2001 2001 2007 2007 2~7 2007 2007 2007 2007 

Sepeatltew•••• 
lnvalmeat BaakiDa 211 293 354 291 294 265 271 413 459 373 394 304 168 
COpftalllfarkclo 714 951 1,293 1,184 1,139 1,!19 1,117 1,07S 1,401 1,329 953 154 960 

lnwesbnent Mmagemmt 204 217 219 209 213 203 235 259 274 277 314 211 215 
'nltal Rew•ae• 1,200 1.4'1 1,166 1,613 1,716 1,647 1,631 1;7.C7 2,134 1,971 ..... ... 1,343 

..,.._, 
PenoiHiel 5!12 724 !120 830 846 8i2 804 161 1,052 915 819 330 662 
Noa Penoand 267 260 273 275 287 297 307 306 302 313 3!8 341 322 

Pn'IUIDcoate 342 474 673 571 ... ... ... ••• 779 ... ... (9) 359 

locomc. Taxe. !13 157 215 !9! !92 170 !66 186 254 221 !S7 <••! 106 

Ne"tllleeme 210 311 458 387 3fl "" 353 305 ... 4 .. 367 51 254 

A:ddltloaal Data 
EamiDaa per Comma• 9wft $0.39 S0 .54 S0.79 $0.66 S0.67 $0.63 SQ.61 $0.68 SO.OI $0.8! $0.64 $0.09 
Bel:a"ll on Commoa. Bquity IS A% 21.2'% 30.3% 24.6% 243% 22.9% 21.9% >4.1% 31.5% 27.4% 21.0% 2.6% 
Rchm 011 Taqible Equily 19.0% 26.2% 37.3% 30.1% 29.5% 28.1% 26.9% 29.6% 38.6% 33.7% 26.0% 3.2% 
PMTax.Musib 28.5% 32.3% 36.1% 34.3% 34.0% 32.6% 31.9% 33.2% 36.5% 34.9% 31.6% -!.3% 
Compcuation I Rcvcaue 49.3'Ho 49.3% 49.3% 49.3% 49.3% 49.3% 49.3% 49.3% 49.3% 49.3% 49.3% 49.3% 
Bft'cctive Tu.IW:c: 33.1% 33.0% 31.9% 33.0% 33.0% 31.5% 32.0% 32.0% 32.6% 32.0% 30.0% NM 

Dhblo••l Rewaau 
Fixed Jacome 618 565 904 840 650 694 593 655 960 935 481 (169) 668 
&pies 238 339 438 ~07 469 422 610 526 642 545 533 459 529 -· 206 429 444 224 319 3!9 286 532 496 471 (112) (HI) 214 
lav.tme~~t Mltnapmcat 118 216 221 199 260 215 225 239 257 255 2Sti 213 213 
Principal IDYahneDll 9<5 102 190 181 214 13) 68 134 265 60 (65) (194) 167 
Bmkin& A. PIM Elimiaatioas/ Other !136) (183) (331) (167) (194) (136) (lSI) (338) (485) (287) 568 411 (448) 

lbtalllewaaes 1,201 1,461 ..... 1,013 1,71' 1,647 l,fll 1,71.7 2,134 1m I·"' ... 1,343 

t""' Realo•alltneaaes 
m l!aropc 278 283 523 345. 442 436 S25 Sll 657 569 3S3 243 269 
,:r: Asia 64 111 146 194 168 179 181 257 305 264 315 .. 282 
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Quarterly and Annual Financial Performance Trend f!1.-l 
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!3 
g .... '"' .... Filii Yeet ••!!Jet ~ 

l•llliMf4 ...,,,_....,. .,. 
Ql 'OS Q2~S Q3VS Q4VS Ql'06 Q>'06 Q3'06 Q4'06 Ql'111 Ql"117 Q]Vl 2DIS 2006 2017 ---Se .. ut Revea•es 

laveatmeat BakiDJ "'' 
., 815 117 I3S 741 726 ... ... 1,150 1,071 ...... 3,160 3,000 

Olpillll Marbta 2,690 2,227 2.526. 2.364 ..... 3,018 2.847 3,035 3,502 3,594 2,435 9,807 12,006 13.250 
lavatmcnt Mmlpmcat 437 47Z 511 ... sao 592 ... .... ••• 7611 802 1.929. 2,411 2,1100 

'Ditd RewaU.I!I 3,118 3,171 3,152 ..... ..... 4,411 4,171 . ..,, 11,147 5,!112 ..... 14,01 17,513 -.;;m 

••••••••••••• ·- 1,886 1,62! 1 .... 1,7!11 2,199 2,175 ..... 2,235 2,488 2,71. 2,1>4 7.213 ..... 9,687 
Non Pcaonel 611 642 653 075 711 738 7Sl ... ... 9IS .,. 2,$81 3))09 ~ ............ 1 .... 1,013 . .... 1,117 1,551 1,.4!tl ..... .... .. ..... .,.., 1,105 4.SZt ... .. . .... 
lacome Taxes ... ,. 414 , .. m ... 4!1 ••• m ... ... 1,569 1 ..... __!!!L 

Net t.a•e Before AeolaDII•I Cb .. p ... .. 3 ... U3 ..... 1,102 ,. ...... l,l•" ... , 817 3,261 ,,, .. . .... 
c.ndllhre l!ffi:cl of AccomtlaJ Cb-. 47 47 

Net .. eo•• After Acco•alfaa Chu1e 175 w ... U3 

·~-
I,!U ... 

···" 
l!lol6' 11273 117 3!!ft '.!!:! ~ 

Atldldealll Data 
BandnD per Commoo SbiR sus Sl.l3 $1.47 $1.38 11.83 $1.69 11.57 $1.72 SU6 12.21 SI.S4 S5A3 S6.11 $7.41 
Ralum •• CoDIDlDG Bqsdly 24.5% 1&.2% ...... 20.9% 26.7% 23.7% 21.0% 12.l% 24.4% 2S.8% 17.1% 21.6% 23.4% :u.'l% 
Rotum OD Taqibla Ecpdly 32.0% 23.5% 29.4% 26.5'% """' 29.5% 26.1% 27.6% ...... 31.6% 2U% Z7.8% 29.1% 16.3% 
Pn~TaxM.rp 34.3% 30.9% 33.6% 33-.0% 34.8% 34.0% ]1,7% 32.8" 33.7% 34.1% 28.0% 33.0% 33.6% , .. .,. 
ec.mpea.tioa./llcv- 49.5% 49.5% 49.S% 41.7% 411.3% 49.3% 49.3% 49.3% "''·'" 49.3% 49,3% "''·'" 49.3% "'·'" Bffeclive Tu. Rate 33.0%. 316% 32.0% 32A% lJ.I% 33.1" .33.0% 32.5% 32.5% Jl.l'K 26..4% 32.,. 32.9% 33.0% 

Dlwla .. aal Re•••e• 

"""' ........ ..,., 2,053 2,222 J,860 2,3<i5 l,4!J7 z.ou ..... 2,184 2,107 1,247 1,531 9,029 . ..... -- 661 ... 9IS 027 1.000 .1,103 ... 1,015 1,297 1,178 1,537 3,117 4,032 4,500 ....... 720 ... 147 174 ••• 740 711 1.079 ... 1,314 241 3,121 3.338 3,100 
lovatmcu.C~t 44l 486 m m ... ... ... . .. 674 721 784 1,979 2J49 2,136 
Pril:u:iJW llwatmcltll 191 (51) "' 8l 241 86 217 , .. m ... (200) lS4 ... 1.116 
Buaklax A PIM BllmillatiuDI/ Otlm' (506) (593) (l46) !6Sl) (498) !In 52 . .. ~72) (2,096) (2,202) 

'lbtal .. ,. •••• 4,4fl 4,411 4,171 4,533 ..... s.su ..... 14,430 17,513 1¥H 
ReP•••l Rn-=•••• 

~ 
...... ... 750 767 m 1,007 ... 1,025 1.084 1.222 1,693 1,165 3,157 4,005 4,fi70 ..... 30> 370 358 ... "' 413 "'' 321 541 744 ... 1,516 1,659 1.150 
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