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NYSE: LEH - $32.29

RATING: HOLD
12-Month Price Target: $34.00

June 9, 2008

.8 Bil.
Price/Book 82%

Price/Tang. Book 101%
52-Week High $82.05
52-Week Low $20.25
3-Mo. Avg. Daily Volume 35,414,624
Dividend Yield 1.49%
Total Assets $786.0 Bil.
* As of 02/29/2008
ROE 8.60%
Shares Outstanding (Mil) 551.4
Annual Dividend $0.48
Institutional Ownership 63.8%
Insider Ownership 4.0%

Lehman Brothers was founded in 1850 as a
commodity trading and brokerage operation.
The company primarily provides financial
services to its institutional, corporate,
government, and high-net-worth individual
clients. The company and its affiliates provide a
full array of capital market products and
advisory services on a worldwide basis through
three business segments: Investment Banking,
Capital Markets, and Investment Management.
Corporate headquarters are in New York City,
and the company has over 28,000 employees.
LEH generated net income of $4.2 billion on
revenue of $19.3 billion in its fiscal year ended
November 30, 2007.

Jeff Harte, Managing Director
312-281-3443
jharte@sandleroneill.com

Devin Ryan, Associate Director
212-466-8063
dryan@sandleroneill.com

Pre-announces Expected Loss and Capital Raise

Feb May Aug Nov Growth P/E
2007A $1.96 $2.21 $1.54 $1.54 4.4x
2008E $0.81A ($0.26) $0.88 $1.21 11.7x
2009E $1.63 $1.51 $1.35 $1.41 5.5x

Before the open this morning, LEH pre-announced a 2Q08 loss of $5.14 per
share. This compares with estimated losses of $0.26 and $0.22 for us and
consensus, respectively.

The significant excess red ink versus our expectations was primarily driven
by larger than expected losses on residential and commercial mortgage
related positions and higher compensation expenses. Gross mark-to-market
losses of $3.6 billion exceeded our $1.9 billion estimate. Compensation
expense totaled $2.3 billion, 5% above its four-quarter average.

We estimate that pro forma book value and tangible book value are
approximately $34 and $29.50, respectively Our estimates assume
conversion of the $4 billion raised in April and include the expected $6 billion
offering that the company announced today.

It is hard to see the positives in a $2.9 billion loss and a $6 billion, dilutive
capital raise. The modest silver lining is that LEH was able to reduce gross
assets by $130 billion, including large reductions in mortgage related
(15%-20%) and leveraged loan (35%) exposures.

Key topics for the conference call include: Why are this quarter's
mark-downs so much larger than in previous gquarters? How much
confidence can investors have in currently reported book value?

Management will host a conference call to discuss the pre-announcement at
10:00 AM ET. The dial in is 1-888-942-9651, and the pass code is 9876082.
Full 2Q08 results will be announced before the open on Monday 6/19/08.
Our price target and earnings estimates are under review.

© Sandler O'Neill + Partners, L.P. All rights reserved. Sandler O'Neill does and seeks to do business with
companies covered in its research reports. As a result, investors should be aware that Sandler O'Neill may
have a conflict of interest that could affect the objectivity of the report. Investors should consider this report as
only a single factor in making their investment decision. Please see "Important Disclosures" and the analyst
certifications in the Appendix of this report.
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Results Versus Our Expectations

($in millions)
2Q08A  2Q08E A-E($) A-E%

Revenues by Segment:

Investment Banking

Advisory (M&A) $240 $248 (8) -3%

Equity underwriting 330 237 94 40%

Debt underwriting 288 274 14 5%
Total Inv. Banking Revenue $858 $758 100 13%
Capital Markets

Equity $601 $987 (386) -39%

Fixed Income -2975 -300 (2,675) NM
Total Cap. Mkts Revenue -$2,374 $687 (3,061) -446%
Client Services

Private Client $352 $361 9) 2%

Asset Management 496 503 7 -1%
Total Client Services Revenue $848 $863 (15) 2%
Total Revenues -$668 $2,308 (2,976) NM

Non-Interest Expenses

Compensation and benefits $2,325 $1,385 940 68%
Total Non-Comp. Expenses $1,094 $982 112 11%
Total Non-Interest Expenses $3,419 $2,367 1,052 44%
Income before taxes and dividends -$4,087 -$58 (4,029) NM
Pretax Margin NM -2.5%
Provision for Income taxes -$1,313 -$16 (1,297) NM
Income tax rate 32.1% 28.0%
Net Earnings Applicable to Common -$2,873 -$142 (2,731) NM
EPS (Diluted) -$5.14 -$0.26 -$4.88 NM
Average Diluted Shares 559 552 7 1%

Source: Company Reports and Sandler O'Neill estimates

Lehman Brothers Holdings Inc. 2
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APPENDIX

| attest that all of the views expressed in this report accurately reflect my personal views about the security and/or
industry covered by this report as of the date of this report, and that no part of my compensation was, is or will be,
directly or indirectly, related to the specific recommendations or views expressed by me in this report. S/ Jeff
Harte

| attest that all of the views expressed in this report accurately reflect my personal views about the security and/or
industry covered by this report as of the date of this report, and that no part of my compensation was, is or will be,
directly or indirectly, related to the specific recommendations or views expressed by me in this report. S/ Devin
Ryan

IMPORTANT DISCLOSURES:

09/12/05 09/15/05 12/14/05 02/06/06 03/16/06 06/13/06 -] o09/14/06 10/11/06 11/15/06
H:$57.5 H:$74 B:$75 B B:$79 B:$85 B:$91

12/15/06 06/13/07 09/11/07 02/14/08 03/11/08 03/19/08 06/04/08

Price Target
Our twelve month price-target is $34.

Valuation Methodology

Our price target is based on LEH's current tangible book value of $34 which we believe is appropriate given our expectations
for a loss in the period, and is prudent until more disclosure is available.

Risk Factors

The primary risk to our price target arises from the possibility of a global economic recession. Additional risks include the
potential for continued mark-downs on LEH's financial assets, above-average exposure to significant declines in fixed income
capital markets activity, and liquidity risk given the firm's use of repurchase agreements for short-term funding.

Distribution of Ratings/IB Services Firmwide

Sandler O'Neill + Partners
IB Serv./Past 12 Mos.

Rating Count Percent m
BUY [B] 50 23.81 19 38.00
HOLD [H] 136 64.76 33 2426
SELL [S] 24 11.43 4 1667
Lehman Brothers Holdings Inc. 3
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Our Ratings System

Sandler O'Neill + Partners, L.P. ("Sandler O'Neill") currently uses the following three-tiered ratings system:

BUY - In the opinion of our analyst, a stock rated BUY is materially undervalued and represents an attractive investment
candidate. The analyst expects the stock to appreciate by more than 10% within the next 12 months.

HOLD - In the opinion of our analyst, a stock rated HOLD is either fairly valued or modestly undervalued. The analyst expects
the stock to appreciate between 0% and 10% within the next 12 months.

SELL - In the opinion of our analyst, a stock rated SELL is overvalued and could decline in value within the next 12 months.
The potential price decline could be of any magnitude and is quantified by the analyst's price target.

Research Analyst Compensation Policy

The compensation of Sandler O'Neill's research analysts is based upon a number of factors, including the firm's revenues from
investment banking and other business activities. No research analyst receives any compensation based upon revenues from
any specific investment banking transaction.

Certain Interests in Securities Covered by this Report

Sandler O'Neill generally prohibits research analysts and members of their households from maintaining a financial interest in
securities or options of any company that the analyst covers. If Sandler O'Neill was making a market in securities covered by
this report at the time this report was published, that fact is disclosed below.

Certain Relationships with Companies Covered in this Report

Sandler O'Neill has received compensation from Lehman Brothers Holdings Inc. for providing products or services other than
investment banking services in the 12-month period ending as of the second most recent month preceding the date of this
report.

Lehman Brothers Holdings Inc. is a client of and receives non-investment banking securities-related services from Sandler
O'Neill (based on information as of the end of the month immediately preceding the date of this report).

Important Information Regarding the Preparation and Use of this Report

This report has been prepared and issued by Sandler O'Neill. The information contained in this report (except information
regarding Sandler O'Neill and its affiliates) was obtained from various sources which we believe to be reliable, but we do not
guarantee its accuracy or completeness. Additional information is available upon request. The information, opinions or
recommendations contained in this report speak only as of the date of this report and are subject to change without notice.

This report does not constitute an offer, or a solicitation of an offer, to buy or sell any securities or other financial instruments,
including the securities of companies mentioned in this report. This report has been prepared and circulated for general
information only and does not take into account the financial position or particular needs or investment objectives of any
individual or entity. The securities or strategies discussed in this report may not be suitable for all investors. Investors must
make their own determination of the appropriateness of an investment in any securities based on the legal, tax and accounting
considerations applicable to such investors and their own investment strategy. Investors are cautioned that statements
regarding future prospects may not be realized and that past performance is not necessarily indicative of future performance.

Sandler O'Neill generally prohibits research analysts and members of their households from maintaining a financial interest in
securities or options of any company that the analyst covers. Information as to whether Sandler O'Neill was making a market
in securities covered by this report at the time this report was published is available by calling the toll-free number referred to
above.

This report or any portion thereof may not be reproduced or redistributed by any person for any purpose without the written
consent of Sandler O'Neill.

(C) Copyright 2008 Sandler O'Neill + Partners, L.P. All rights reserved.

Lehman Brothers Holdings Inc. 4
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UBS Investment Research

Pre-Announcement & $6 Bn Capital Raise

B Pre-Announcement & Capital Raise Larger Than Expected

LEH announced a loss of $5.14/share, or $2.8 bn & also announced a $6 bn capital
raise - $4 bn common, $2 bn mandatory converts. We see the raise as 25+%
dilutive and both were larger than even recent expectations.

B 1If There Is a Silver Lining...

Stock is still trading below the new, lower book of $34, leverage is down a lot (and
even more post capital raise), liquidity & capital ratios likely look OK, illiquid
positions are down 15%-20% (more in June) & capital raise likely eases Bear-like
liquidity/franchise concerns. FYI, IB and asst mgmt held up OK, and non-comp
expenses fell from 1Q.

B But Is The Short Story Over? We Think It’s Mostly Played Out

Timing & magnitude put credibility in question & some will likely remain
skeptical on adequacy of marks (not enough), remaining exposures (still big as
80% still remain) and opacity of a few key exposures (like where Archstone or Alt-
A are marked). We think some would have preferred a strategic buyer too. Comp
was up 26% from 1Q? (odd unless mostly severance).

® Remain Neutral: Book is $34 pre-capital raise, but will people trust it?
Book $34 post the losses (from $39.45), and we think a little lower post capital
raise. 10 am conf call today at 888-942-9651 code “9876082” & LEH moved up
earnings to June 16th /o the 19" - be back post call to address estimates and our
price target (which is based on 1.0x our forward book estimate).

Highlights (US$m) 11/06 11107 11/08E 11/09E 11/110E
Revenues 17,583 19,257 14,729 18,493 20,752
Pre-tax profits 5,605 5713 2,378 5,062 6,017
Netincome 3,641 3,825 1,390 3,243 3,900
EPS (UBS, US$) 6.81 7.25 270 570 6.75
Net DPS (UBS, US$) 0.48 0.60 0.68 0.76 0.84
Profitability & Valuation 5-yr histav. 11107 11/08E 11/09E 1110E
ROE % - 201 71 116 12.4
PiOpx 111 97 12.0 57 48
P/BVPS x 1.7 1.8 0.8 07 0.6
PE (UBS) x 1.1 97 12.0 57 48
Net dividend yield % 0.6 0.9 2.1 2.4 2.6

Source: Company accounts, Thomson Finandial, UBS estimates. (UBS) valuations are stated before goodwillrelated charges and other adjustments for
abnormal and economic ifems af the analysts' judgement.
Valuations: based on an average share price that year, (E): based on a share price of US$32.29 on 06 Jun 2008 19:37 EDT

Glenn Schorr, CFA Mike Carrier, CFA Keith Murray

Analyst Analyst Associate Analyst
glenn.schorr@ubs.com michael.carrier@ubs.com keith-a.murray@ubs.com
+1-212-713 2325 +1-212-713 2068 +1-212-713 9433

Global Equity Research
Americas

Investment Services

12-month rating Neutral
Unchanged
12m price target US$42.00
Unchanged
Price US$32.29
RIC: LEH.N BBG: LEH US
9 June 2008
Trading data
52-wk range US$81.30-30.61
Market cap. US$18.5bn
Shares ols 573m (COM)
Free float 97%
Avg. daily volume (*000) 7,587
Avg. daily value (US$m) 308.2
Balance sheet data 11/08E
Shareholders’ equity US$29.8bn
P/BVPS x 08
Tier one capital ratio
Forecast returns
Forecast price appreciation +30.1%
Forecast dividend yield 2.2%
Forecast stock return +32.3%
Market return assumption 7.4%
Forecast excess return +24.9%
EPS (UBS, US$)
11/08E 11107
UBS Cons. Actual
Q1 0.81 0.81 1.96
Q2E (0.75) (0.22) 221
Q3E 1.21 0.97 1.54
Q4E 1.43 1.28 1.54
11/08E 2.70 2.97
11/09E 570 575
Performance (US$)

Stock Price (US$) Rel. S & P 500

100

5 g 8
3 B € 5 3

Stock Price (JS$) LHS)

5
5 2 5 5 2 5

£ Price Target (US$) (LHS)
== Rel. S & P 500 (RHS)

Source: UBS
www.ubs.com/investmentresearch

This report has been prepared by UBS Securities LLC
ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 2.

UBS does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making
their investment decision. Customers of UBS in the United States can receive independent, third-party research on the company or
companies covered in this report, at no cost to them, where such research is available. Customers can access this independent research at
www.ubs.com/independentresearch or may call +1 877-208-5700 to request a copy of this research.
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@ Lehman Brothers

Lehman Brothers is an international investment bank based in New York that
offers services to institutions and high net worth individuals in the United States
and worldwide. Lehman was spun off from American Express in 1994 as an
independently owned company listed on the NYSE. The Company has three
primary business segments: investment banking, capital markets and client
services.

@ Statement of Risk

Risks at Lehman Brothers include a weighted business mix toward fixed income
and trading and the company’s above-average use of equity-based compensation
incentives. Additionally, economic and geopolitical factors, regulatory and
litigation issues, interest rates and Fed policy, as well as market fluctuations and
activity levels in the capital markets may materially affect operating results.

@ Analyst Certification

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1) all of the views expressed accurately
reflect his or her personal views about those securities or issuers; and (2) no part
of his or her compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by that research analyst in the
research report.

UBS 2
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Required Disclosures

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and
affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning UBS research recommendations,

please visit www.ubs.com/disclosures. Additional information will be made available upon request.

UBS Investment Research: Global

Equity Rating Allocations

UBS 12-Month Rating Rating Category Coverage1 IB Services®
Buy Buy 59% 38%
Neutral Hold/Neutral 34% 35%
Sell Sell 7% 26%
UBS Short-Term Rating Rating Category Coverage3 IB Services”
Buy Buy less than 1% 67%
Sell Sell less than 1% 25%

1:Percentage of companies under coverage globally within the 12-month rating category.
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within

the past 12 months.

3:Percentage of companies under coverage globally within the Short-Term rating category.
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided

within the past 12 months.

Source: UBS. Rating allocations are as of 31 March 2008.

UBS Investment Research: Global

Equity Rating Definitions

UBS 12-Month Rating

Definition

Buy
Neutral
Sell

FSR is > 6% above the MRA.
FSR is between -6% and 6% of the MRA.
FSR is > 6% below the MRA.

UBS Short-Term Rating

Definition

Buy

Sell

Buy: Stock price expected to rise within three months from the time the rating was assigned

because of a specific catalyst or event.

Sell: Stock price expected to fall within three months from the time the rating was assigned

because of a specific catalyst or event.

FOIA CONFIDENTIAL TREATMENT REQUESTED BY
LEHMAN BROTHERS HOLDINGS, INC.
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KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12
months.

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and nota
forecast of, the equity risk premium).

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation.
Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not reflect any
change in the fundamental view or investment case.

EXCEPTIONS AND SPECIAL CASES

UK and European Investment Fund ratings and definitions are :

Buy: Positive on factors such as structure, management, performance record, discount; Neutral: Neutral on factors such as
structure, management, performance record, discount; Sell: Negative on factors such as structure, management, performance
record, discount.

Core Banding Exceptions (CBE) : Exceptions to the standard +/-6% bands may be granted by the Investment Review
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating.
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece.

Company Disclosures

Company Name Reuters 12-mo rating Short-term rating Price Price date
Lehman Brothers>* %% %> 716 22 LEH.N Neutral N/A US$32.29 06 Jun 2008

Source: UBS. All prices as of local market close.
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock pricing

date

2. UBS AG, its affiliates or subsidiaries has acted as manager/co-manager in the underwriting or placement of securities of
this company/entity or one of its affiliates within the past 12 months.

4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking

services from this company/entity.

Ba. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-investment
banking securities-related services are being, or have been, provided.

6b. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-securities
services are being, or have been, provided.

7. Within the past 12 months, UBS Securities LLC has received compensation for products and services other than
investment banking services from this company/entity.

16. UBS Securities LLC makes a market in the securities and/or ADRs of this company.

22. UBS AG, its affiliates or subsidiaries held other significant financial interests in this company/entity as of last month's end
(or the prior month's end if this report is dated less than 10 working days after the most recent month’s end).

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.

UBS 4
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Lehman Brothers (US$)

""""""" Price Target (US§) === Stock Price (US$)
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Buy :
Neutral :

Source: UBS; as of 06 Jun 2008

Note: On August 4, 2007 UBS revised its rating system. (See 'UBS Investment Research: Global Equity Rating Definitions' table
for details). From September 9, 2006 through August 3, 2007 the UBS ratings and their definitions were: Buy 1 = FSR is > 6%
above the MRA, higher degree of predictability; Buy 2 = FSR is > 6% above the MRA, lower degree of predictability; Neutral 1 =
FSR is between -6% and 6% of the MRA, higher degree of predictability; Neutral 2 = FSR is between -6% and 6% of the MRA,
lower degree of predictability; Reduce 1 = FSR is > 6% below the MRA, higher degree of predictability; Reduce 2 = FSR is > 6%
below the MRA, lower degree of predictability. The predictability level indicates an analyst's conviction in the FSR. A
predictability level of 1' means that the analyst's estimate of FSR is in the middle of a narrower, or smaller, range of possibilities.
A predictability level of '2' means that the analyst's estimate of FSR is in the middle of a broader, or larger, range of possibilities.
From October 13, 2003 through September 8, 2006 the percentage band criteria used in the rating system was 10%.

UBS 5

FOIA CONFIDENTIAL TREATMENT REQUESTED BY LBEX-DOCID 15863
LEHMAN BROTHERS HOLDINGS, INC.



First Read: Lehman Brothers 9 June 2008

Global Disclaimer

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. In certain countries, UBS AG is
referred to as UBS SA.

This report is for distribution only under such circumstances as may be permitted by applicable law. Nothing in this report constitutes a representation that any investment strategy or
recommendation contained herein is suitable or appropriate to a recipient's individual circumstances or otherwise constitute a personal recommendation. It is published solely for information
purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments in any jurisdiction. No
representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein, except with respect to information
concerning UBS AG, its subsidiaries and affiliates, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. UBS does not
undertake that investors will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should
exercise prudence in making their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this
report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of UBS as a result of using different assumptions and criteria.
Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained herein is based on humerous assumptions.
Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other
constituencies for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to update or keep current the information contained herein. UBS relies
on information barriers to control the flow of information contained in one or more areas within UBS, into other areas, units, groups or affiliates of UBS. The compensation of the analyst who
prepared this report is determined exclusively by research management and senior management (nhot including investment banking). Analyst compensation is not based on investment banking
revenues, however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part.

The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and
trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates
and other market conditions. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security
or related instrument mentioned in this report. For investment advice, trade execution or other enquiries, clients should contact their local sales representative. Neither UBS nor any of its
affiliates, nor any of UBS' or any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report. For financial
instruments admitted to trading on an EU regulated market UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC andfor UBS Capital Markets LP) acts as a market maker or
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in
accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in this research report.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is communicated by UBS Limited, a subsidiary of UBS AG, to persons who are eligible
counterparties or professional clients and is only available to such persons. The information contained herein does not apply to, and should not be relied upon by, retail clients. UBS Limited is
authorised and regulated by the Financial Services Authority (FSA). UBS research complies with all the FSA requirements and laws concerning disclosures and these are indicated on the
research where applicable. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France SA. UBS Securities France S.A. is regulated by the Autorité des
Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this report, the report is also deemed to have been prepared by UBS Securities France S.A.
Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht
(BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities Espafia SV, SA. UBS Securities Espafia SV, SA is regulated by the Comisién Nacional del
Mercado de Valores (CNMV). Turkey: Prepared by UBS Menkul Degerler AS on behalf of and distributed by UBS Limited. Russia: Prepared and distributed by UBS Securities CJSC.
Switzerland: Distributed by UBS AG to persons who are institutional investors only. Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS Italia Sim S.p.A. UBS lItalia Sim
S.p.A. is regulated by the Bank of Italy and by the Commissione Nazionale per le Societa e la Borsa (CONSOB). Where an analyst of UBS Italia Sim S.p.A. has contributed to this report, the
report is also deemed to have been prepared by UBS Italia Sim S.p.A. South Africa: UBS South Africa (Pty) Limited (Registration No. 1995/011140/07) is a member of the JSE Limited, the
South African Futures Exchange and the Bond Exchange of South Africa. UBS South Africa (Pty) Limited is an authorised Financial Services Provider. Details of its postal and physical address
and a list of its directors are available on request or may be accessed at http:www.ubs.co.za. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial
Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a 'non-US affiliate’), to major US institutional investors only.
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or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this report must be effected through UBS Securities LLC or UBS Financial Services Inc., and not
through a non-US affiliate. Canada: Distributed by UBS Securities Canada Inc., a subsidiary of UBS AG and a member of the principal Canadian stock exchanges & CIPF. A statement of its
financial condition and a list of its directors and senior officers will be provided upon request. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities
Pte. Ltd or UBS AG, Singapore Branch. Japan: Distributed by UBS Securities Japan Ltd to institutional investors only. Australia: Distributed by UBS AG (Holder of Australian Financial
Services Licence No. 231087) and UBS Securities Australia Ltd (Holder of Australian Financial Services Licence No. 231098) only to 'Wholesale' clients as defined by s761G of the
Corporations Act 2001. New Zealand: Distributed by UBS New Zealand Ltd. China: Distributed by UBS Securities Co. Limited.

The disclosures contained in research reports produced by UBS Limited shall be governed by and construed in accordance with English law.

UBS specifically prohibits the redistribution of this material in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the actions of third parties in this
respect. © UBS 2008. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.

% UBS

UBS 6

FOIA CONFIDENTIAL TREATMENT REQUESTED BY LBEX-DOCID 15863
LEHMAN BROTHERS HOLDINGS, INC.



Bank of America Equity Research HEADS UP!
June 9, 2008

Lehman Brothers Holdings Inc. (LEH)

Rating: Neutral, Price: $32.29, 12-Month Target: $43.00, Market Cap.: $18.5 BB
Michael Hecht, CFA, 646.855.1065, michael.hecht@bofasecurities.com

Scott Buck, 646.855.5439, scott.buck@bofasecurities.com

Wider-Than-Expected Q2 Loss and Capital Raise, But Question Marks Remain

% Bottom Line: LEH this morning pre-announced a wider than expected loss of $2.8B (or $5.14 per share)
vs. our expectation of a loss of $276 million (or $0.50 per share). Total net losses on troubled positions
were $3.7B, about $1.2B more-than-expected & only half the downside to our number. The other half of
downside comes from higher-than-expected comp expense of $2.3B which is 2x our estimate & up
$484mm vs. a qtr ago despite the dramatic drop inrevs. Even excl. marks, revs of ~$3B are off 46% vs. a
year ago vs. only a 14% reduction in comp expense. We also note that g2 results once again benefited
from a $400 mm gain on Lehman’s own debt (~$0.50 per share). Book value ended g2 at ~$34.21 per
share, down 13% from $39.46, & tangible book ends g2 at ~$27 down vs. $32.13 at q1°08. LEH is also
raising $6B of equity capital incl. $4B of common & $2B of mandatory convertible preferred which at
first glance will be at least 30% dilutive to EPS. While LEH reduced gross leverage from 32x to 25x,
increased their liquidity pool from $34B to $45B, and drove reductions across most troubled asset classes
(and reduced total assets by $130B, or 17%), we await more details on total remaining troubled assets in
aggregate as well as a L-III or illiquid asset update to help answer the question of whether $6B in
incremental capital raise is sufficient.

@ Business Segments:

» I-Banking: Revenues of $858 million were higher than our forecast of $789mm but down
0.1% g/q (down 25.4% y/y) led by the slowdown in advisory, down 27.3% q/q while equity
underwriting saw a sequential increase of 53.5% and flat versus a year ago.

» Capital Markets: Capital markets is expected to report a loss of $2.4B in g2 vs. $1.7B in
Q1708 and $3.6B a year ago. Fixed income revenue loss of $3.0B on mark to market losses.
Client activity remained strong in 2 in commodities, municipals & securitized products while
credit, interest rate and financing were down sequentially. Equity capital markets is expected
to report net revs of $0.6B during the quarter, down both sequentially and year over year.

» Investment Mgmt: LEH had investment mgmt revenues of $496mm, a 7.8% increase over a
year ago and but down 19.7% sequentially. Private investment mgmt had net revenues of
$352mm, up 0.1% g/q and up 14.3% yr/yr. The firm expects to report assets under
management of $277B inline with the prior quarter and up roughly 5.3% from a year ago.
Lehman did not disclose flow trends during the quarter in today’s release.

» Exposure Reduction: At the end of the quarter the firm had taken $3.7B of mark to market
losses in fixed income inventories including $2.0B on residential mortgage related positions
and an additional $0.4B on acquisition finance (both funded and unfunded). Marks were
partially offset by $0.4B benefit to the debt liabilities of the firm at fair value.

gﬁ Expenses:
» Comp expense came in at ~$2.3B in g2 vs. $1.8B in Q1708 and $3.6B a year ago. Non-comp
expense came in at $1.1B vs. $1.0B in q1 and $915mm a year ago. The tax rate is expected to
be 32% compared to 26.5% in Q1°08 and 32.3% a year ago.

% Details to follow post conference call this morning at 10:00am ET. Dial-in; 1-888-942-9651 or from
outside the U.S., 210-234-0083. Pass code is 9876082.

This report has been prepared by Banc of America Securities LLC (BAS), member FINRA and SIPC. BAS
is a subsidiary of Bank of America Corporation. Please see the important disclosures and analyst
certification on page 2 of this report. BAS and its affiliates do and seek to do business with companies
covered in its research reports. As a result, investors should be aware that the firm may have a conflict
of interest that could affect the objectivity of this report. Investors should consider this report as only a
single factor in making their investment decision.

FOIA CONFIDENTIAL TREATMENT REQUESTED BY LBEX-DOCID 15863
LEHMAN BROTHERS HOLDINGS, INC.



Bankof America %%

REG AC - ANALYST CERTIFICATION

The primary research analyst whose name appears in this research report certifies the following: (1) that all of the views
expressed in this research report accurately reflect his or her personal views about any and all of the subject securities or issuers;
and (2) that no part of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst in this research report.

IMPORTANT DISCLOSURES

Banc of America Securities LL.C (BAS) and Banc of America Securities Limited (BASL)
Stock Rating System

The rating system is based on a stock's forward -12-month expected total return (price appreciation plus dividend yield). The
prospective rates of return that help define the Buy, Neutral and Sell ranges are subject to change from time to time,
corresponding with changes in prospective rates of return on competing investments. The specific volatility levels that divide our
stocks into low, medium, high, and extreme ranges are subject to change from time to time, corresponding with changes in the
volatility of benchmark indexes and the companies that comprise them.

Volatility Ratings
Buy Neutral Sell
Low 0%-25% 11%+ 10.9%-0.1% 0% or worse
Medium 25%-35% 15%+ 14.9%-(2.9)% (3)% or worse
High 35%-55% 20%+ 19.9%-(6.9)% (7)% or worse
Extreme 55%+ 32%+ 31.9%-(14.9%  (15)% or worse

Source for volatility: Bloomberg.

Rating Distribution*
Global Coverage

Coverage Universe Companies Pct. Investment Banking Clients Companies Pct.**
Buy 267 47 Buy 152 57
Hold 294 51 Hold 165 56
Sell 13 2 Sell 8 62
Finance Sector

Coverage Universe Companies Pct. Investment Banking Clients Companies Pct.**
Buy 45 34 Buy 22 49
Hold 85 63 Hold 49 58
Sell 4 3 Sell 3 75

*  For the purposes of this Rating Distribution, “Hold” is equivalent to our “Neutral” rating.
**  Percentage of companies in each rating group that are investment banking clients.
As of 06/01/2008.

The analysts and associates responsible for preparing this research report receive compensation that is based on various factors,
including the total revenue of BAS and its affiliates, a portion of which is generated by investment banking business. They do not
receive compensation based on revenue from any specific investment banking transaction.

BAS and BASL prohibit analysts and members of their households from maintaining a financial interest in the securities or
options of any company that the analyst covers or that falls within the analyst’s coverage sector except in limited circumstances
(for securities and options acquired prior to July 9, 2002), as permitted by the New York Stock Exchange and FINRA. Stock
ownership in the companies mentioned in this report by the analyst who has prepared this report and members of his or her
household is disclosed below. The absence of such disclosure means that the analyst(s) preparing this report (including members
of his or her household) does not have any direct stock ownership in companies mentioned in this report. BAS and BASL also
permit analysts and members of their households to own diversified mutual funds and to maintain financial interests in funds and
other private investments that may include companies in a sector that the analyst covers if the person acquired the financial
interest prior to July 9, 2002.
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BAS and BASL policy prohibits research personnel from disclosing a rating, recommendation or investment thesis for review by
an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis. Materials
prepared by BAS and BASL research personnel are based on public information.

This report may contain a “short term call,” which highlights a specific identified near-term catalyst or event impacting the
company or the market generally that is anticipated to have a short-term price impact on the equity securities of the company. A
“short term call” differs from, and does not have any impact on, the analyst’s “Buy,” “Sell,” or “Neutral” rating (which is based
on the stock’s forward 12-month expected total return) or the 12-month forward price target. A “short term call” may differ
directionally from the analyst’s rating of the company because it reflects the impact of a near-term catalyst or event.

With the exception of members of research management named on the directory located at www.bofa.com/login or on the back
page of this report, the persons listed on this directory have the title of "research analyst." Any other contributors named on the
front cover of this research report but not shown on this directory have the title "research associate."

For applicable current disclosures, please call us at 1-888-583-8900 and ask for your BAS representative, or write us at Banc of
America Securities LLC, Attn. Compliance Department, 40 West 57th Street, New York, NY 10019, or visit our website at
http://www.bofa.com/login, containing all applicable current disclosures. If you do not have a username or password, please
contact your BAS representative or call the number above.

Further information on any security or financial instrument mentioned herein is available upon request.

Company - Specific Disclosures

This company, its subsidiaries and/or its affiliates are (is) or have (has) been a client of BAS in the previous 12 months. During
this period, BAS has performed investment banking services for this company, its subsidiaries and/or its affiliates and has
received compensation for those services: Lehman Brothers Holdings Inc..

BAS and/or its affiliates expect(s) to receive, or intend(s) to seek, compensation during the next three months for investment
banking services from this company, its subsidiaries and/or its affiliates: Lehman Brothers Holdings Inc..

BAS and/or its affiliates beneficially own 1% or more of a class of common equity securities of this company: Lehman Brothers
Holdings Inc..

This company, its subsidiaries and/or its affiliates are (is) or have (has) been a client of BAS in the previous 12 months. During
this period, BAS has performed non-investment banking securities-related services for this company, its subsidiaries and/or its
affiliates and has received compensation for those services: Lehman Brothers Holdings Inc..

This company, its subsidiaries and/or its affiliates are (is) or have (has) been a client of BAS in the previous 12 months. During
this period, BAS has performed non-securities services for this company, its subsidiaries and/or its affiliates and has received
compensation for those services: Lehman Brothers Holdings Inc..

Lehman Brothers Holdings Inc. (LEH)
Target Price, Valuation Method, Risk Factors

Target Price: $43.00
Valuation Method Used To Reach Residual income model derived $43 target price equates to price/book of
Target Price: 1.1x our 12-month BV estimate.

Risk Factors:

1 Highly levered to the direction of the capital markets

2 The financial services industry is heavily regulated, and undergoing an intense period of regulatory scrutiny which
could ultimately impact firms' prospective business practices

3 Litigation risk remains an issue from both a financial and headline risk perspective. Large class actions related to [PO

Allocation issues and research/investment banking conflicts have yet to be resolved.

MicHAEL HEcHT, CFA 646.855.1065 3 LEHMAN BROTHERS HOLDINGS INC.

FOIA CONFIDENTIAL TREATMENT REQUESTED BY LBEX-DOCID 15863
LEHMAN BROTHERS HOLDINGS, INC.



Bankof America %%

Lehman Brothers Holdings Inc. (LEH) Rating System
Btock Price Chart frating and taget price: chenges: ndicated) Engy, Hetral, and: Sell
1.5, Delle (Mge 3, 2005 - Bpr 30, 20083

Cumert, Sxabest: Heckt B

L

10
¢ ; ; -0
2005 a0y 2008 i
| B=Bup WiReupral, S~Sell, CI=Coveagein Dawsifion @i Beearch 2008 B
LEHMAN BROTHERS HOLDINGS INC. 4 MicHAEL HEcHT, CFA 646.855.1065
FOIA CONFIDENTIAL TREATMENT REQUESTED BY LBEX-DOCID 15863

LEHMAN BROTHERS HOLDINGS, INC.



Bankof America %%

Disclaimers

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities
or as agent of any issuer of any securities. None of BAS, BASL, their affiliates or their analysts (collectively, BofA} have any authority whatsoever to
make any representation or warranty on behalf of the issuer(s). This report is provided for information purposes only and is not an offer or a solicitation
for the purchase or sale of any financial instrument. Any decision to purchase or subscribe for securities in any offering must be based solely on existing
public information on such security or the information in the prospectus or other offering document issued in connection with such offering, and not on
this report.

For securities recommended in this report in which BofA is not a market maker, BofA usually provides bids and offers and may act as principal in connection
with such transactions. BofA is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. BofA
may hold, at any time, a trading position {long or short) in the shares of the subject company(ies) discussed in this report. BofA may engage in securities
transactions in a manner inconsistent with this research report and, with respect to securities covered by the report, will buy or sell from customers on a
principal basis.

Securities recommended, offered or sold by BofA are not insured by the Federal Deposit Insurance Corporation, are not deposits or other obligations of
any insured depository institution (including Bank of America, N.A.} and are subject to investment risks, including the possible loss of the principal amount
invested. The information contained in this report {with the exception of the information set forth under the captions “Regulation AC Certification” and
“Important Disclosures”) has been obtained from and is based on sources believed to be reliable, we do not guarantee its accuracy, and it may be incomplete
or condensed. All opinions, projections and estimates constitute the judgment of the author as of the date of the report and are subject to change without
notice. Prices also are subject to change without notice. BofA’s ability to publish research on the subject company(ies) in the future is subject to applicable
quiet periods.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject
to, the reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. In
general, foreign companies are not subject to uniform audit and reporting standards, practices and requirements comparable to those of U.S. companies.
In addition, exchange rate movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment
for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rate conventions, deemed accurate, but investors are urged to
consult their tax advisor for exact dividend computations. Investors who have received this report from BAS or an affiliate may be prohibited in certain
states or other jurisdictions from purchasing securities mentioned in this report from BAS or its affiliate(s).

Investments in general, and derivatives (that is, options, futures, warrants, and contracts for differences} in particular, involve numerous risks, including,
among others, market risk, counterparty default risk and liquidity risk. Derivatives are not suitable investments for all investors, and an investor may lose
all principal invested and, in some cases, may incur unlimited losses. It may be difficult to sell an investment and to obtain reliable information about its
value or the risks to which it is exposed. Exchange Traded Funds (ETFs) are subject to risks similar to those of stocks. Investment returns will fluctuate
and are subject to market volatility, so that an investor’s shares, when redeemed or sold, may be worth more or less than their original cost. To obtain a
copy of an ETF’s prospectus or a product description, please ask a BAS or affiliate representative. Past performance of securities, loans or other financial
instruments is not indicative of future performance.

This report is not prepared as or intended to be investment advice and is issued without regard to the specific investment objectives, financial situation
or particular needs of any specific recipient. In the event that the recipient received this report pursuant to a contract between the recipient and BAS for
the provision of research services for a separate fee, and in connection therewith BAS may be deemed to be acting as an investment adviser, such status
relates, if at all, solely to the person with whom BAS has contracted directly and does not extend beyond the delivery of this report (unless otherwise
agreed specifically in writing by BAS). BAS is and continues to act solely as a broker-dealer in connection with the execution of any transactions, including
transactions in any securities mentioned in this report. Neither BAS, BASL nor any officer or employee of BAS, BASL or any affiliate thereof accepts
any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this report or its contents.

BofA does not provide tax advice. Accordingly, any statements contained herein as to tax matters were neither written nor intended by the sender or BofA
to be used and cannot be used by any taxpayer for the purpose of avoiding tax penalties that may be imposed on such taxpayer. If any person uses or refers
to any such tax statement in promoting, marketing or recommending a partnership or other entity, investment plan or arrangement to any taxpayer, then
the statement expressed above is being delivered to support the promotion or marketing of the transaction or matter addressed and the recipient should
seek advice based on its particular circumstances from an independent tax advisor.

Notwithstanding anything herein to the contrary, any party hereto {and any of its employees, representatives and other agents) may disclose to any and
all persons, without limitation of any kind the tax treatment or tax structure of this transaction.

Materials prepared by BAS and BASL research personnel are based on public information. Facts and views presented in this material have not been
reviewed by, and may not reflect information known to, professionals in other business areas of BAS, BASL and their affiliates, including investment
banking personnel. BAS and BASL research personnel’s knowledge of legal proceedings in which BAS, BASL and their affiliates may be plaintiffs,
defendants, co-defendants or co-plaintiffs with or involving companies mentioned in this report is based on public information. Facts and views presented
in this material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to, professionals
in other business areas of BAS, BASL and their affiliates in connection with the legal proceedings or matters relevant to such proceedings.

BofA, through business units other than Equity Research, may have issued and may in the future issue trading ideas or recommendations that are inconsistent
with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect the different time frames,
assumptions, views and analytical methods of the persons who prepared them, and Bank of America is under no obligation to ensure that such other trading
ideas or recommendations are brought to the attention of any recipient of this report.

This report may contain links to third-party websites because internal or external software used to display this report automatically generates the links
from any website addresses included in the text. BofA is not responsible for the content of any third-party website or any linked content contained in a
third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into this report. The
inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA. Access to any third-party website is at your own risk,
and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. BofA is not
responsible for such terms and privacy policies and expressly disclaims any liability for them.

To European and Asian Customers: This report is distributed in Europe by BASL and in Asia by Banc of America Securities Asia Limited.

To U.S. Customers: BAS has accepted responsibility for the distribution of this report in the United States to BAS clients, but not to the clients of its
affiliate, Banc of America Investment Services, Inc. (BAI). Transactions by U.S. persons (other than BAI and its clients) in any security discussed herein
must be carried out through BAS. BAS provides research to its affiliate, BAL. BAI is a registered broker-dealer, member FINRA and SIPC, and is a nonbank
subsidiary of Bank of America N.A.
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Io UK. Customers: This document has been approved for distribution in the United Kingdom by BASL, which is authorized and regulated
by the Financial Services Authority for the conduct of investment business in the United Kingdom. Prices, values or income ascribed to
investments in this report may fall against your interests. The investments may not be suitable for you, and if in any doubt, you should seek
advice from an investment advisor. Changes in rates of exchange may have an adverse effect on the value, price or income from an investment.
Levels and basis for taxation may change. The protection provided by the U.K. regulatory regime, including the Financial Services Scheme,
do not apply in general to business coordinated by BAS or its affiliates from an office outside of the United Kingdom.

These disclosures should be read in conjunction with the BASL general policy statement on the handling of research conflicts-available upon
request.

To German Customers. In Germany, this report should be read as though BAS or BASL, as applicable, has acted as a member of a consortium
that has underwritten the most recent offering of securities during the past five years for companies covered in this report and holds 1% or
more of the share capital of such companies.

To Canadian Customers: The contents of this report are intended solely for the use of, and only may be issued or passed on to, persons to
whom BAS is entitled to distribute this report under applicable Canadian securities laws. In the province of Ontario, any person wishing to
effect a transaction should do so with BAS, which is registered as an International Dealer. With few exceptions, BAS only may effect
transactions in Ontario with designated institutions in foreign securities as such terms are defined in the Securities Act (Ontario).

To Hong Kong Customers: Any Hong Kong person wishing to effect a transaction in any securities discussed in this report should contact
Banc of America Securities Asia Limited.

1o Customers in Other Countries: This report, and the securities discussed herein, may not be eligible for distribution or sale in all countries
or to certain categories of investors. In general, this report may be distributed only to professional and institutional investors.

This report may not be reproduced or distributed by any person for any purpose without the prior written consent of BAS. Please cite source
when quoting. All rights are reserved.

BAS (United States) BASL (United Kingdom) BASAL (Hong Kong)
Banc of America Securities LLC Banc of America Securities Limited Banc of America Securities Asia Limited
One Bryant Park 5 Canada Square 42nd Floor, Two International Finance Centre
New York, New York 10036 London E14 5AQ), United Kingdom 8 Finance Street, Central Hong Kong
Tel. Contact: 888.583.8900 Tel. Contact: +44.20.7174.4000 Tel. Contact: +852.2847.5222
600 Montgomery Street : . -
San Francisco, California 94111 g;]ulty Web Site: www.bofa.com/login
oomberg: Type BOAX [GO]
Tel. Contact: 800.227.4786
Thomson Reuters: www.thomsonreuters.com
214 North Tryon Street TheMarkets.com: www.themarkets.com .
Charlotte, North Carolina 28255 For access, please contact your sales representative. Bankof f‘%me?m%&f@,
Tel. Contact: 800.432.1000 G
© 2008 Bank of America Corporation
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June 9, 2008

COMMENT
Lehman Brothers Holdings Inc. (LEH) $32.29

Negative News — Estimates Under Review

LEH to raise $6 billion of capital, preannounces 2Q2008 results

News

This morning, Lehman Brothers announced preliminary 2Q2008 results as
well as its intention to raise $6 billion of capital through a combination of
common equity and a mandatory convertible preferred. For 202008, the
company reported a loss of $5.41 vs. our and the consensus loss estimate
of $0.20. After today’s results, book value per share declines to about $34
from $39 (does not take into account the planned capital raise).

Analysis

Today’s results were far worse than anyone had anticipated. Results were
plagued by continued write-downs and ineffective hedges. Overall, gross
write-downs totaled $4.0 bn and net write-downs were $4.1 bn, suggesting
a negative benefit from hedging activity. In addition, the firm aggressively
de-leveraged in the quarter as total balance sheet assets declined by $130
bn and net assets declined by about $60 bn, bringing gross leverage to
25.0x from 31.7x and net leverage to 12.5x from 15.4x. This broad based
selling likely exacerbated the write-downs the firm took this quarter. As
part of its de-leveraging, Lehman reduced RMBS and CMBS exposure by
15-20%, leveraged loans by 35% and high yield by 20%. While Lehman is
clearly not out of the woods just yet, we believe today’s announced capital
raise will reduce investors’ fears and help promote a better liquidation of
assets should LEH want to continue to reduce its leverage. Nonetheless,
the capital raise will be highly dilutive to shareholders (level of dilution will
depend of the mix of common and preferred).

Implications

We anticipate the stock’s initial reaction will be negative given the size of
the loss and the book value deterioration. However, we would expect the

stock to move higher throughout the day as we believe you will see some
investors covering their short positions. The firm is hosting a conference

call at 10AM EST. Our estimates and price target are under review.

INVESTMENT LIST MEMBERSHIP
Americas Buy List
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United States:
Brokers & Asset Managers

William F. Tanona, CFA The Goldman Sachs Group, Inc. does and seeks to do business with
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Betsy Miller
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Reg AC

We, William F. Tanona, CFA, Betsy Miller and Neil C. Sanyal, hereby certify that all of the views expressed in this report accurately reflect our
personal views about the subject company or companies and its or their securities. We also certify that no part of our compensation was, is or will
be, directly or indirectly, related to the specific recommendations or views expressed in this report.

Investment profile

The Goldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security to its peer group and
market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multiple are indexed based on composites
of several methodologies to determine the stocks percentile ranking within the region's coverage universe.

The precise calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as follows:

Growth is a composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA, Revenue. Return is a year one prospective aggregate
of various return on capital measures, e.g. CROCI, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e.g. P/E, dividend
yield, EV/FCF, EV/EBITDA, EV/DACF, Price/Book. Volatility is measured as trailing twelve-month volatility adjusted for dividends.

Quantum

Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.

Disclosures

Coverage group(s) of stocks by primary analyst(s)

William F. Tanona, CFA: America-Brokers.

America-Brokers: Citigroup Inc., Duff & Phelps Corporation, E*XTRADE Financial Corp., Evercore Partners Inc., Greenhill & Co., Inc., J.P. Morgan
Chase & Co., Jefferies Group Inc., Lazard Ltd., Lehman Brothers Holdings Inc., Merrill Lynch & Co., Inc., Morgan Stanley & Co., optionsXpress
Holdings, Inc., Piper Jaffray Companies Inc., Raymond James Financial, Inc., The Charles Schwab Corp., TD Ameritrade Holding Corp., Thomas
Weisel Partners, TradeStation Group, Inc..

Company-specific regulatory disclosures
The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, "Goldman Sachs") and companies
covered by the Global Investment Research Division of Goldman Sachs and referred to in this research.

Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: Lehman Brothers
Holdings Inc. {($32.29)

Goldman Sachs has received compensation for non-investment banking services during the past 12 months: Lehman Brothers Holdings Inc. ($32.29)
Goldman Sachs had an investment banking services client relationship during the past 12 months with: Lehman Brothers Holdings Inc. ($32.29)

Goldman Sachs had a non-investment banking securities-related services client relationship during the past 12 months with: Lehman Brothers
Holdings Inc. {($32.29)

Goldman Sachs had a non-securities services client relationship during the past 12 months with: Lehman Brothers Holdings Inc. ($32.29)
Goldman Sachs makes a market in the securities or derivatives thereof: Lehman Brothers Holdings Inc. ($32.29)

Goldman Sachs is a specialist in the relevant securities and will at any given time have an inventory position, "long" or "short," and may be on the
opposite side of orders executed on the relevant exchange: Lehman Brothers Holdings Inc. ($32.29)

Distribution of ratings/investment banking relationships

Goldman Sachs Investment Research global coverage universe

Rating Distribution Investment Banking Relationships
Buy Hold Sell Buy Hold Sell
Global 28% 57% 15% 51% 44% 41%

As of Apr 1, 2008, Goldman Sachs Global Investment Research had investment ratings on 2,975 equity securities. Goldman Sachs assigns stocks as
Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for
the purposes of the above disclosure required by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definitions' below.
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Price target and rating history chart(s)

Lehman Brothers Holdings Inc. (LEH)

Goldman Sachs rating and stock price target history
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The pice targets shown should be considefed n the context of all aror publisted Goldman Sachs research. which may or
may ot have included price targets, as well as developments relating to the company, its industry and financial markets.

Regulatory disclosures

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager
or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-
managed public offerings in prior periods; directorships; market making and/or specialist role.

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts,
professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage.
Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues. Analyst
as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their households from serving as
an officer, director, advisory board member or employee of any company in the analyst's area of coverage. Distribution of ratings: See the
distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets in prior periods, above, or, if
electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs website at
http://mww.gs.com/research/hedge.html. Goldman, Sachs & Co. is a member of SIPC.

Additional disclosures required under the laws and regulations of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws
and regulations. Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian
Corporations Act. Canada: Goldman Sachs Canada Inc. has approved of, and agreed to take responsibility for, this research in Canada if and to the
extent it relates to equity securities of Canadian issuers. Analysts may conduct site visits but are prohibited from accepting payment or
reimbursement by the company of travel expenses for such visits. Hong Kong: Further information on the securities of covered companies referred
to in this research may be obtained on request from Goldman Sachs {Asia) L.L.C. India: Further information on the subject company or companies
referred to in this research may be obtained from Goldman Sachs {India) Securities Private Limited; Japan: See below. Korea: Further information
on the subject company or companies referred to in this research may be obtained from Goldman Sachs (Asia) L.L.C., Seoul Branch. Russia:
Research reports distributed in the Russian Federation are not advertising as defined in Russian law, but are information and analysis not having
product promotion as their main purpose and do not provide appraisal within the meaning of the Russian Law on Appraisal. Singapore: Further
information on the covered companies referred to in this research may be obtained from Goldman Sachs {Singapore) Pte. {Company Number:
198602165W). United Kingdom: Persons who would be categorized as retail clients in the United Kingdom, as such term is defined in the rules of
the Financial Services Authority, should read this research in conjunction with prior Goldman Sachs research on the covered companies referred to
herein and should refer to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risks warnings, and a
glossary of certain financial terms used in this report, are available from Goldman Sachs International on request.

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is
available at http://www.gs.com/client_services/global_investment_research/europeanpolicy.html

Japan: Goldman Sachs Japan Co., Ltd. Is a Financial Instrument Dealer under the Financial Instrument and Exchange Law, registered
with the Kanto Financial Bureau (Registration No. 69), and is a member of Japan Securities Dealers Association (JSDA) and
Financial Futures Association of Japan (FFJAJ). Sales and purchase of equities are subject to commission pre-determined with
clients plus consumption tax. See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the
Japanese Securities Dealers Association or the Japanese Securities Finance Company.

Ratings, coverage groups and views and related definitions

Buy (B), Neutral {(N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy
or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned as
a Buy or a Sell on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment Lists to
a global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular coverage
group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent investment
recommendations focused on either the size of the potential return or the likelihood of the realization of the return.

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated
with the price target. Price targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in
each report adding or reiterating an Investment List membership.
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Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at
http://mww.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment outlook
on the coverage group relative to the group's historical fundamentals and/or valuation. Attractive {A). The investment outlook over the following 12
months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral {N). The investment outlook over the
following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment outlook over
the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.

Not Rated (NR). The investment rating and target price, if any, have been removed pursuant to Goldman Sachs policy when Goldman Sachs is
acting in an advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended
{RS). Goldman Sachs Research has suspended the investment rating and price target, if any, for this stock, because there is not a sufficient
fundamental basis for determining an investment rating or target. The previous investment rating and price target, if any, are no longer in effect for
this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has suspended coverage of this company. Not Covered {(NC).
Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). The information is not available for display or is not applicable.
Not Meaningful (NM). The information is not meaningful and is therefore excluded.

Ratings, coverage views and related definitions prior to June 26, 2006

Our rating system requires that analysts rank order the stocks in their coverage groups and assign one of three investment ratings (see definitions
below) within a ratings distribution guideline of no more than 25% of the stocks should be rated Qutperform and no fewer than 10% rated
Underperform. The analyst assigns one of three coverage views (see definitions below), which represents the analyst's investment outlook on the
coverage group relative to the group's historical fundamentals and valuation. Each coverage group, listing all stocks covered in that group, is
available by primary analyst, stock and coverage group at http://www.gs.com/research/hedge.html.

Definitions

Outperform (OP). We expect this stock to outperform the median total return for the analyst's coverage universe over the next 12 months. In-Line
(IL). We expect this stock to perform in line with the median total return for the analyst's coverage universe over the next 12 months. Underperform
{U). We expect this stock to underperform the median total return for the analyst's coverage universe over the next 12 months.

Coverage views: Attractive (A). The investment outlook over the following 12 months is favorable relative to the coverage group's historical
fundamentals and/or valuation. Neutral {N). The investment outlook over the following 12 months is neutral relative to the coverage group's
historical fundamentals and/or valuation. Cautious (C). The investment outlook over the following 12 months is unfavorable relative to the coverage
group's historical fundamentals and/or valuation.

Current Investment List (CIL). We expect stocks on this list to provide an absolute total return of approximately 15%-20% over the next 12 months.
We only assign this designation to stocks rated Outperform. We require a 12-month price target for stocks with this designation. Each stock on the
CIL will automatically come off the list after 90 days unless renewed by the covering analyst and the relevant Regional Investment Review
Committee.

Global product; distributing entities

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs, and pursuant
to certain contractual arrangements, on a global basis. Analysts based in Goldman Sachs offices around the world produce equity research on
industries and companies, and research on macroeconomics, currencies, commodities and portfolio strategy.

This research is disseminated in Australia by Goldman Sachs JBWere Pty Ltd (ABN 21 006 797 897) on behalf of Goldman Sachs; in Canada by
Goldman Sachs Canada Inc. regarding Canadian equities and by Goldman Sachs & Co. (all other research); in Germany by Goldman Sachs & Co.
oHG; in Hong Kong by Goldman Sachs {Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co.,
Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman Sachs JBWere (NZ) Limited on behalf of
Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in the United States of America by
Goldman, Sachs & Co. Goldman Sachs International has approved this research in connection with its distribution in the United Kingdom and
European Union.

European Union: Goldman Sachs International, authorised and regulated by the Financial Services Authority, has approved this research in
connection with its distribution in the European Union and United Kingdom; Goldman, Sachs & Co. oHG, regulated by the Bundesanstalt fur
Finanzdienstleistungsaufsicht, may also be distributing research in Germany.

General disclosures in addition to specific disclosures required by certain jurisdictions

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large
majority of reports are published at irregular intervals as appropriate in the analyst's judgment.

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have
investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research
Division.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our
proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our
proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views
expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity analysts, will from time to time have long or short positions in, act as
principal in, and buy or sell, the securities or derivatives (including options and warrants) thereof of covered companies referred to in this research.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and,
if appropriate, seek professional advice, including tax advice. The price and value of the investments referred to in this research and the income from
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them may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may
occur. Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all
investors.

Current options disclosure documents are available from Goldman Sachs sales representatives or at
http://mww.theocc.com/publications/risks/riskchap1.jsp. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

Our research is disseminated primarily electronically, and, in some cases, in printed form. Electronic research is simultaneously available to all
clients.

Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, One New York Plaza, New York,
NY 10004.

Copyright 2008 The Goldman Sachs Group, Inc.

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or {ii) redistributed without the prior
written consent of The Goldman Sachs Group, Inc.
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