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IS IT JUST ME OR DOES IT FEEL A LITTLE BIT LIKE “BEEN THERE, DONE THAT”



AND THAT ALL 150 OF US ARE TRAPPED IN THE MOVIE “GROUNDHOG DAY”



Introduction

 The Road to $150

 How We Did It

 The Road to $150…Again
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The Road to $150
2004-2007 Plan vs. Performance

(Fiscal year)
Budget Plan CAGR/

2004 2007 2004B-2007P

Net Revenues ($bn) $9.8 $13.7 12%

Net Income ($bn) $1.8 $2.8 16%

EPS $6.09 $10.00 18%

BV per share $47.60 $63.50 10%

P/B 1.8x 2.4x 0.6 

P/E (First Call) 11.6x 15.0x 3.4 

Share Price $83 $150 22%

Actual
2005

$14.6

$3.3

$10.87

$57.50

2.5x

12.5x

$145 

2004B-2005

49%

83%

78%

21%

0.7 

0.9 

32%
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TWO YEARS AGO, SAME TIME, SAME PLACE, WE LAID OUT A 3 YEAR VISION FOR OUR FIRM WHICH WE BELIEVED – IF EXECUTED SUCCESSFULLY – COULD YIELD US A STOCK PRICE OF $150 BY ‘07



THE PREMISE FOR THESE TARGETS WERE

STRONG SECULAR FUNDAMENTALS FOR OUR INDUSTRY

OUR ABILITY TO TAKE SHARE FROM COMPETITORS



THE PLAN WAS AGGRESSIVE BUT DOABLE, AND OH BOY DID WE DO IT!



WE FUNDAMENTALLY TOOK THE REVENUE AND EARNINGS CAPACITY OF THE FIRM TO AN ENTIRELY NEW SCALE AND LEVEL



Budget Plan CAGR/
2004 2007 2004B-2007P

Actual
2005 2004B-2005

Revenues by Division and Region
2004-2007 FY Revenues by Division and Region

($ Billions)

Fixed Income $4.50 $6.00 $8.52 10% 89%

Equities $2.40 $3.20 $3.11 10% 30%

Investment Banking $1.10 $1.75 $1.90 17% 73%

Investment Management $0.91 $1.46 $1.22 17% 34%

Non-U.S. Revenue

Europe $1.97 $2.74 $3.16 12% 60%

Asia $0.72 $1.17 $1.53 18% 113%
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IN DELIVERING THESE RESULTS, WE HAVE HAD OUTSTANDING RECORD RESULTS ACROSS THE BOARD WITH ALL OF OUR BUSINESSES AND REGIONS





Outperformed Peers

11%

14%

24%

30%

13%

BSC

MS

MER

GS

LEH

Revenue CAGR 
2003-2005

12%

17%

37%

39%

14%

BSC

MS

MER

GS

LEH

Net Income CAGR 
2003-2005
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NOT ONLY DID WE PERFORM AT RECORD LEVELS, WE OUTPERFORMED ALL OF OUR COMPETITORS, MOST BY A SUBSTANTIAL AMOUNT



Closing the PE and PB Gaps 
Price-to-Earnings (Forward, 1999 – Current)

Price-to-Book (1999 – Current)

1999-2001 2002-2005 Current

LEH 10.4x 11.8x 12.5x

Peers 14.4x 12.7x 12.3x

Gap to Peers (4.0)Δ (0.9)Δ 0.2Δ

1999-2001 2002-2005 Current

LEH 2.0x 1.8x 2.5x

Peers 3.0x 1.8x 2.1x

Gap to Peers (1.0)Δ (0.0)Δ 0.4Δ
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Valuation Gain / Out Performance

$87

$145

$42

$68

$128

$77

$7 $11 $16
$26 $22

$53
$67

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 Current

Year End Share Price

Market 
Cap ($bn) $1.6 $2.4 $2.9 $5.9 $5.7 $9.2 $11.7 $15.7 $14.2 $19.3 $23.0 $34.2 $39.0

LEH
1994-2006 31%
2003-2006 33%

Peers

19%
14%

S&P
10%
7%

CAGRs
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AMAZING HOW IT WORKS!



GROW EPS AND EXPAND MULTIPLE AND THE STOCK PRICE WILL GROW!



…AND IN OUR CASE, IT WENT UP FAST AND FURIOUS, AND OUTPERFORMED THE MARKET BY A LOT



Successfully Executed Strategy

Favorable Market Environment

Attractive Industry Dynamics

Growth Firm in a Growth Industry

How We Did It:
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SO HOW DID WE DO IT?



BESIDES THE FACT THAT WE OUT-HUSTLED, OUT-MUSCLED, OUT-SMARTED, OUT-HIRED, AND OUT-WORKED EVERYONE IN THE UNIVERSE; WE ALSO:



Successful Execution of Our Strategy

 Continued execution of our diversified growth strategy

 Expanded global client base

 Increased market / wallet share

 Grew high margin businesses

 Effectively managed risk, capital and expenses

 Strengthened an already strong culture
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THE TRULY UNIQUE ASPECT OF OUR STRATEGY IS THE CONSISTENCY OF IT OVER A LONG PERIOD OF TIME – CONTINUITY OF OUR FOCUSED STRATEGY IS A HUGE DIFFERENTIATOR FOR US



Continued Execution of Diversified Growth Strategy

Significantly Expanded Investment 
Management Platform

• Integrated / grew Neuberger Berman platform
• Expanded Private Equity funds
• Built out ARS business

Repositioned Equities for 
Accelerated Growth

• Expanded Liquid Markets capabilities
• Invested in Volatility platform
• Invested in / built IT capabilities
• Expanded Prime Brokerage

Broadened FID product and 
trading footprint

• Expanded derivatives /securitization capacity
• Built out structured credit products capability
• Launched Energy trading

Acquired and integrated mortgage 
origination platforms

• Integrated U.S. origination businesses
• Built/acquired European and Asian platforms 

Filled gaps in IBD footprint / 
broadened coverage

• Impact hires (Country, Product, Industry)
• Created Global Finance

Over past 2 years, we have invested $500M+ in New Initiative dollars to continue to build 
our businesses and regions

Continued European and Asian 
build out

• Europe:  Expanded capacity across FID/EQ derivatives, 
mortgage platforms, IBD, countries

• Asia:  Grew capacity in FID/EQ derivatives, IBD, 
NPLs, and High Yield
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SINCE WE WERE HERE LAST, WE HAVE BEEN PEDAL TO THE METAL IN GROWTH MODE



1.5

3.2
0.7

1.5

2003 2005

Realized Strong Geographical Diversification 
and Growth

Non-U.S. Revenue 

2.2

4.7

Non-U.S. Revenue Share vs. Peers, 2005

37%

34%

Lehman Peers

Asia/Other

Europe

($ Billions)

% of total
revenue

32% 37%

CAGR 2003-2005 
Asia 48% 
Europe 44%
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THIS CONTINUED GROWTH OF OUR EUROPE AND ASIA FRANCHISE HAS YIELDED HUGE RETURNS AND CREATED MORE GEOGRAPHIC DIVERSIFICATION THAN OUR PEERS



4,403
3,953

2003 2005

Expanded Global Client Base
Institutional FID Clients

Investment Banking Clients

Institutional Equity Clients

3,319
2,997

2003 2005

1,230
1,118

2003 2005

IMD AUM

175

120

2003 2005

($ Billions)
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DUE TO OUR ENHANCED CAPABILITIES AND CAPACITY, WE ARE NOW GLOBALLY MORE RELEVANT TO MORE CLIENTS IN MORE ASSET CLASSES THAN WE HAVE EVER BEEN BEFORE



WHICH MEANS THAT, EACH OF OUR DIVISIONS HAS SIGNIFICANTLY INCREASED THE NUMBER OF ACTIVE, FEE PAYING CLIENTS IT SERVES.  



FOR EXAMPLE, 

BY 450 ACCOUNTS IN FIXED INCOME

320 ACCOUNTS IN EQUITIES

AND MORE THAN 100 NEW CLIENTS IN INVESTMENT BANKING



DURING SAME TIME, WE’VE SIGNIFICANTLY EXPANDED OUR ASSET MGT BUSINESS, INCREASING OUR AUM 21% ANNUALLY, FROM $120B IN 2003 TO $175B IN 2005



1,330

1,745

2003 2005

1,313

832

2003 2005

Increased Revenue per Client
Institutional FID

Investment Banking

Institutional Equity

High Net Worth

1,416

796

2003 2005

59

68

2003 2005

Up 31%

Up 58%

(Client Revenues in $ thousand)

Up 78%

Up 15%
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AND NOT ONLY HAVE WE INCREASED OUR CLIENT BASE, BUT AS IMPORTANTLY, WE’VE INCREASED OUR WALLET SHARE WITH OUR CLIENT BASE AS WELL



THIS REFLECTS THE DEEPER AND MORE MEANINGFUL RELATIONSHIPS WE HAVE DEVELOPED WITH OUR CLIENTS





Increased Market Share – FID and EQ
Fixed Income

2003
U.S. Trading share 9.9%

U.S. IR Derivatives (FIG) 9.2%

EU Trading share 3.2%

(Greenwich)

EU IR Derivatives (FIG) 2.7%

Asia Trading Share 1.9%

Equities

2003

Global commission share 5.9%

U.S. commission share 6.4%

EU commission share 5.5%

(McLagan)

Asia commission share 1.5%

2005
11.5%

11.6%

3.4%

3.6%

3.7%

2005

6.7%

7.6%

5.7%

2.7%
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AS YOU WOULD EXPECT, OUR INCREASED CLIENT BASE AND WALLET SHARE HAS LED TO MARKET SHARE GAINS ACROSS MANY OF OUR BUSINESSES





Increased Market Share – IBD and IMD
Investment Banking

2003
Global Fee Share 4.7%

Global M&A (completed) 9.1%

Global Equity origination 3.7%

(Thomson fees/volumes)

Global Leveraged Loans 2.8%

Global IPOs 1.0%

Priority Accounts wallet share 6.8%

2005
5.0%

13.8%

5.1%

3.5%

3.6%

8.0%

Investment Management
2003

Total AUM $120B

Inst. Fixed Inc.& Equity AUM $44B

Private Equity AUM $6.4B

HNW Assets u/ Supervision $35B

HNW wallet share 12.0%

2005
$175B

$53B

$10.2B

$57B

16.7%
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AND IN INVESTMENT BANKING AND INVESTMENT MANAGEMENT



Grew High Margin Businesses

Equity Derivatives Revenues

M&A RevenuesAsset Management Revenues

1,124

2,330

2003 2005

MBS Revenues*

357

903

2003 2005

768

365

2003 2005

120

889

2003 2005

2.1x

7.4x

2.5x

2.1x

*MBS Also includes U.S. Mortgage Origination Revenues

(LEH revenues in $ Millions)
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AS WE HAVE INVESTED IN OUR FRANCHISE, WE HAVE FOCUSED ON BUILDING OUR CAPACITY AND CAPABILITY IN HIGH MARGIN BUSINESSES. AND OUR INVESTMENTS ARE PAYING OFF



9.8

6.0

2003 2005

Effective Risk Management

31.4

21.9

2003 2005

Average Revenue Volatility Value at Risk

Capital Markets Revenues

+63%

+43%

VaR/ 0.21% 0.20%
Tang. Equity

($ Millions)

($ Billions - GAAP)
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WE ALSO CONTINUE TO BE EXTREMELY RISK EFFICIENT BY CONTINUING TO OPERATE UNDER OUR CLIENT ACTIVITY BASED BUSINESS MODEL, AND WE ARE MORE RISK EFFICIENT THAN OUR PEER GROUP. THIS IS A BIG DRIVER OF OUR ROE OUTPERFORMANCE



Effective Capital Management 
Stock Repurchases Balance Sheet

Book Value Per Share ROE

312

410

2003 2005

40.3

23.1

2003 2005

$57.50
$44.17

2003 2005

18.2%
21.6%

2003 2005

31%
(Shares millions) ($ Billions)

30%
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WE HAVE ALSO BEEN ABLE TO BALANCE THE GROWTH OF OUR BALANCE SHEET, CAPITAL AND RISK APPETITE, AND ALSO BE SUPPORTIVE OF OUR STOCK THRU AN ACTIVE BUYBACK PROGRAM



Effective Expense Management

29.3%

33.0%

27.7%
29.8%

2003 2005

LEH Peer Average

Pre-Tax Margin

Non-Personnel Expenses as % of Net Revenues

19.8% 17.7%

25.3% 23.3%

2003 2005

LEH Peer Average
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Continued to Strengthen Our Already Strong Culture

Delivering the entire 
Firm to our clients

 Working as a team emphasizing cross divisional mindset
 1/3 of our top 150 clients do business across FID, EQ, and IBD

Strengthening 
and protecting 
our brand

 Commitment to excellence around strong risk management, 
internal controls environment and infrastructure

 90% of employees “proud to work for Lehman” and say we 
have “positive brand vs. competitors”

Attracting / 
developing the best 
and brightest people

 Investment of time, energy and money in making Lehman the 
employer of choice

 Commitment to fostering an inclusive business environment
 Over 3,300 of our people have attended sales and leadership 

training programs since ‘03

 Employee ownership over 30%
 Continued alignment of interests of employees and 

shareholders

Maintaining strong 
employee ownership
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That’s How We Did It!!
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WHAT STARTED AS A DICK AND JOE ASPIRATION

BECAME OUR COLLECTIVE INSPIRATION

AND WITH A LOT OF PERSPIRATION

RESULTED IN FIRM PERFORMANCE ELEVATION

BUT WE HAVE NO TIME FOR CELEBRATION

BECAUSE WE ARE BACK ON THE ROAD TO $150 AGAIN



The Road to $150…Again
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NOW ALL WE HAVE TO DO IS TO DO IT AGAIN



LET ME TAKE A COUPLE OF MINUTES TO TALK ABOUT HOW WE’RE GOING TO DO THAT





The Road to $150…Again 

 Three drivers of growth

– Growth of the global economy

– Growth in global capital markets 

– Growth of Firm market share
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GROWTH FIRM IN A GROWTH SECTOR

OUR PREMISE AND THESIS THAT WE HAVE BEEN OPERATING UNDER CONTINUES TO BE A BIG GROWTH DRIVER – IT’S ALL ABOUT DISINTERMEDIATION AS MORE AND MORE OF THE GLOBAL LIQUIDITY WILL CONTINUE TO BE SOURCED FROM THE CAPITAL MARKETS – THAT TREND WILL CONTINUE TO BE OUR FRIEND

THIS TREND IS SECULAR AND STRUCTURAL AND EVEN THOUGH THERE WILL ALWAYS BE CYCLICAL TRENDS IN OUR SECTOR, THIS SECULAR TREND TOWARDS CAPITAL MARKETS WILL CONTINUE TO DRIVE GROWTH FOR US AND OUR SECTOR



3.1% 3.3% 2.5%
1.5%

9.1%
6.7%

Global US Japan EU China India

Global GDP Growth Trends

1964 1971 1978 1985 1992 1999

Global Real GDP - Y/Y Growth Rate

Real GDP CAGR Forecasts (2006-09)

2004

40 consecutive years of 
positive global GDP growth

Source:  Lehman Economics; Economist Intelligence Unit

Avg
3.5%

20FOIA CONFIDENTIAL TREATMENT REQUESTED BY 
LEHMAN BROTHERS HOLDINGS INC.

LBEX-DOCID 2489987

Presenter
Presentation Notes
OUR BUSINESS IS HIGHLY CORRELATED TO THE GLOBAL ECONOMY, AND THE ONE CONSTANT THERE IS THAT THE ECONOMY GROWS CONSISTENTLY OVER TIME. AS THE GLOBAL ECONOMY GROWS, SO DOES OUR SECTOR



18

32
3810

16

28

1995 2000 2005

Global Equity Market Cap Global Debt Outstandings Global GDP

29 31

44

Global GDP vs. Global Capital Markets ($ Trillions)

Growth in Capital Markets

Capital 
Markets 
CAGR 
9.0%

GDP 
CAGR 
4.2%

28

48

66

Source:  IMF:  World Economic Outlook
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Drivers of Market Growth – Disintermediation
Bonds and Bank Loan Outstandings – Non-Financial Corporations

U.S. – 2005 Euro Zone – 2005 Japan – 2005

Bonds
14%

Banks
86%

Banks
82%

Bonds
18%

Bonds
82%

Banks
18%
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AS YOU CAN SEE, THIS DISINTERMEDIATION IS ONLY IN THE VERY EARLY STAGES OF DEVELOPMENT OUTSIDE OF THE U.S. MARKET

YOU CAN SEE THIS IN THE U.S. WHERE BONDS ACCOUNT FOR 82% OF CORPORATE DEBT OUTSTANDING, UP FROM 72% IN 1998

IN EUROPE AND ASIA, THIS RATIO IS ONLY ABOUT 15%...WHICH IS A HUGE OPPORTUNITY GOING FORWARD



Fixed Income Market Growth

3.7 4.1 4.4 4.7 5.1 5.4 6.9
1.5 1.8 2.0 2.3 2.6 2.8

3.9
2.9 3.3

4.2 4.7 5.1

6.8

3.0
3.4

3.8
4.2

4.7
5.1

6.7

1.3
1.7

2.1
2.5

2.9
3.2

5.3

2.4
2.7

2.9
3.2

3.5
3.8

5.5

0.4

0.5
0.6

0.7

0.7

1.1
2.1

3.8

0.4

1.5

1.3

1.1

0.8
0.6

0.4

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

US Government US Credit MBS/ABS/CMBS EU Government
EU Credit AS Government AS Credit Other

Global Bond Market Outstandings ($ Trillions)

15.6
18.0

20.4
22.8

25.2
27.6

________________
1. Source: Lehman Brothers Global Aggregate Index

38.0
CAGR: 8.4% Significant expected growth 

in principal amount of 
outstanding debt

CAGR: 12.1% 
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THIS SLIDE DEMONSTRATES THE CONTINUED CONSISTENT GROWTH OF LIQUIDITY GENERATED FROM CAPITAL MARKETS SOLUTIONS



IN FACT, OUR FIXED INCOME STRATEGY TEAM ESTIMATES THAT TOTAL FIXED INCOME OUTSTANDINGS WILL INCREASE FROM $28T TODAY TO $38T IN 2009.



MUCH OF THIS GROWTH WILL COME – AS IT HAS HISTORICALLY – FROM THE KIND OF COMPLEX STRUCTURED PRODUCTS WHICH WERE NOT EVEN IN EXISTENCE SEVERAL YEARS AGO.



THIS INCREASE IN TOTAL OUTSTANDINGS CREATES MORE PRODUCT FOR US TO ISSUE, SELL, TRADE, AND REPACKAGE INTO NEW INSTRUMENTS FOR OUR CLIENTS ON A GLOBAL BASIS



High-Growth, High-Fee Paying Client 
Segments – Financial Sponsors

6.3

10.2
11.5

4.4

2002 2003 2004 2005

Sponsor IB Industry Revenues

CAGR: 38%

($ Billions)

Share of 
IB fees

12% 19%

Sponsor AUM Raised

28
46

103 98

135

217

8166

2002 2003 2004 2005

Equity Spent Equity Raised

($ Billions)

Net new equity 
uninvested

$136$52 $69
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GROWTH WILL ALSO COME FROM THE CONTINUED SCALING OF TWO IMPORTANT CLIENT SEGMENTS – FINANCIAL SPONSORS AND HEDGE FUNDS



SPONSORS FEES TO THE STREET HAVE INCREASED BY 38% PER YEAR OVER THE PAST 4 YEARS AND OUR RELEVANCY AND RANKING CONTINUES TO INCREASE

FROM $4.4B IN 2002 TO $11.5B LAST YEAR - MORE RAPID GROWTH THAN THE OVERALL IBD FEE POOL

AS A RESULT, SPONSOR’ SHARE OF THE GLOBAL IB FEES HAVE ALMOST DOUBLED, FROM 12% IN 2002 TO ALMOST 20% LAST YEAR



GROWTH LIKELY TO CONTINUE SINCE SPONSORS HAVE RAISED CAPITAL FASTER THAN THEY HAVE DEPLOYED IT

SINCE ’02 EQUITY INVESTED BY SPONSORS HAS INCREASED: $28B TO $81B

BUT AT THE SAME TIME, EQUITY RAISED HAS INCREASED FROM $103B TO $217B

AS A RESULT, NEW UNINVESTED EQUITY CREATED EACH YEAR HAS INCREASED: $52B IN ‘02 TO $136B LAST YEAR

AS FUNDS PUT THIS MONEY TO WORK, IT WILL CREATE HUGE OPPORTUNITIES FOR   US



669

1,185
36

326

149

203

83

99

103

170

539
626

820
973 64

77

2001 2002 2003 2004 2005 2006 2007 2008 2009

Assets Under Management

2,059

1,105

HNW
Insurance
Pension funds
Endowments
Corporates

1.9%
0.4%
2.2%
7.5%
2.1%

CAGR 20%

CAGR 17%

Significant expected growth in hedge 
fund AUM as new investors shift 

assets into absolute return strategies

3.0%
3.0%
3.0%
7.5%
3.0%

($ Billions)

High-Growth, High-Fee Paying Client 
Segments – Hedge Funds
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THERE HAS ALSO BEEN HUGE GROWTH IN HEDGE FUNDS, WHICH WE EXPECT TO CONTINUE



SINCE HEDGE FUNDS TOUCH ALMOST EVERY SINGLE PART OF OUR CAPITAL MARKETS – AND INCREASINGLY INVESTMENT BANKING BUSINESSES – THIS REPRESENTS A HUGE GROWTH OPPORTUNITY FOR US AS WE CONTINUE TO EXPAND OUR CAPACITY AND CAPABILITIES IN THIS IMPORTANT SEGMENT



Continued Growth of Firm Market Share

Continue to strengthen 
the culture

• Ensure One Firm mindset by:
 Significant equity compensation – 30% employee ownership
 All employees acting like owners

• Set high standards for each business and region
• Hold people accountable for performance

Execute effectively

Continue
client focus

• Lead with intellectual capital
• Deliver the whole Firm to our clients
• Develop innovative business ideas and products

Aggressively grow and 
diversify our franchise and 
strengthen our capabilities

• Make sustained new initiative investments, on a global basis
− Over $300 million of new initiative investments in 2006

• Deploy additional financial resources (balance sheet, capital, risk 
appetite) to support business growth

• Continue to do more with the resources we have
• Leadership, Sales and other training for our people
• Mentoring programs
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WE HAVE DEMONSTRATED OUR ABILITY TO GAIN MARKET SHARE, AND WE NEED TO CONTINUE TO GAIN MARKET SHARE



EVEN WITH ALL OF OUR SHARE GAINS TO DATE, THERE’S STILL A LOT OF ROOM TO GROW.  WE NEED TO LEVERAGE OFF OUR CURRENT MOMENTUM, AND HAVE NEVER BEEN BETTER POSITIONED TO DO THAT FROM A CLIENT AND COMPETITIVE POSITION



Share Price n/a

Key Figures and Ratios

Earnings per Diluted Share $12.15 $20.00 18%
Book Value per Share $66.45 $100.00 15%

The Road to $150…Again
($ Billions) 2006B 2009 3-Year CAGR/Δ

Budget Plan
2009

Assuming split Pre-split

Total Revenues $16.3 $24.0 14%

Headcount 23,700 30,150 8%
Balance Sheet ($ Billions) $450 $680 15%
Risk Appetite ($ Billions) $2.3 $3.5 15%
Common Stockholder's Equity $18.1 $25.0 11%

3.0x
14.0x
15.0x

Net Income $3.6 $5.6 16%

$10.00
$50.00

Compensation 8.0 11.7 13%
Comp & Benefits Ratio 49.3% 49.0% (0.3)
Non-Personnel Expenses 2.9 3.9 10%

Δ

Pre-Tax Margin 32.8% 34.6% 1.8
ROE 20.8% 23.2% 2.4

Δ

Δ

P/B 2.5x 3.0x 0.5
Forward P/E 12.6x 14.0x 1.4
Trailing P/E 13.6x 15.0x 1.4

Δ

Δ

Δ

$150

27FOIA CONFIDENTIAL TREATMENT REQUESTED BY 
LEHMAN BROTHERS HOLDINGS INC.

LBEX-DOCID 2489987



Revenue Targets to Get to $150…Again

($ Billions) 2006B 2009E
CAGR

2006B-2009
Historical CAGR

2003-2005
Fixed Income $8.9 $12.7 12% 28%

Equities 3.5 5.2 14% 24%

Investment Banking 2.1 3.2 15% 43%

Investment Management 1.5 2.3 16% 155%

Risk Arb/Other 0.4 0.6 17% n/a

Total Revenues $16.3 $24.0 14% 30%

Non-U.S. Revenue
Europe $3.5 $5.5 16% 44%
Asia 1.6 2.9 21% 48%
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$24B Revenue Target – Extremely Doable

11.6

6.7
6.2

4.13.9
3.43.13.0

8.6

14.6

7.7

5.3

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2009

Net Revenues
($ Billions)

CAGRs

Since IPO (1994-2005)

10-year (1995-2005)

5-year (2000-2005)

Plan (2006-2009)

15%

17%

14%

14%

3-year (2002-2005) 33%

24.0
14% 

CAGR
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PE and PB Upside vs S&P 500 
Price-to-Earnings (Forward, 1999 – Current)

Price-to-Book (1999 – Current)

1999-2001 2002-2005 Current

LEH 10.4x 11.8x 12.5x

Peers 14.4x 12.7x 12.3x

S&P 500 23.7x 17.4x 17.1x

LEH gap to S&P (13.3)Δ (5.6)Δ (4.6)Δ

1999-2001 2002-2005 Current

LEH 2.0x 1.8x 2.5x

Peers 3.0x 1.8x 2.1x

S&P 500 4.5x 2.9x 2.8x

LEH gap to S&P (2.5)Δ (1.1)Δ (0.3)Δ
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PE and PB Upside – Closing the Gap
Historical 5- 

year EPS 
growth

Long-term 
expected 
Growth

Forward P/EPrice to 
Book

3-year avg 
ROE

LEH – today 11.2% 12.5% 12.52.519%

Firms with comparable 
5-year EPS growth 11.2% 12.1% 15.33.919%

Firms with 
comparable ROE 12.5% 12.2% 16.63.719%

Firms with comparable 
Long-term exp. Growth 10.4% 12.5% 15.13.018%

S&P 500 Median 10.2% 11.5% 16.93.017%

Road to $150…Again 11.2% 18.0% 14.03.023%
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Presentation Notes
THROUGH CONTINUED CONSISTENT PERFORMANCE AND GROWTH WE WILL BREAK THE BACK OF THE VALUATION GAP.

COMPARED TO OTHER COMPANIES IN THE S&P WITH COMPARABLE PERFORMANCE, WE TRADE AT AN UNJUSTIFED DISCOUNT

OUR ACHILLES’ HEEL AROUND VALUATION IS HISTORICAL VOLATILITY OF RESULTS, WHICH IS WHY OUR CLIENT ACTIVITY-BASED BUSINESS MODEL IS KEY FOR FURTHER VALUATION CONVERGENCE

IN FACT, WE’VE NAILED THAT TOO. CURRENTLY, OUR PRE-TAX MARGIN VOLATILITY IS LESS THAN ALL THE COMPANIES IN THESE GROUPS



The Road to $150…Again:  Extremely Doable

31% CAGR

33% CAGR

Year End Share Price

$7 $11 $16

$145

$42

$77

$128

$53

$87
$67$68

$22$26

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 Current

30% CAGR

$300
($150 post-split)

2009
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Presentation Notes
ACHIEVING THIS PRICE WOULD TRANSLATE INTO A MARKET CAP FOR THE FIRM OF MORE THAN $80 BILLION



WHICH, OH, BY THE WAY, A CHUNK OF THAT AMOUNT BEING OWNED BY THE PEOPLE IN THIS ROOM



Today’s Breakout Sessions Focused on Key 
Strategic Opportunities

Building our Global Platform

Continuing to Grow Client Base / 
Wallet Share

Leveraging Our Platform 

Evaluating Other High Growth 
Geographic Opportunities

• Effectively targeting high growth, 
high fee paying client segments

• Creating a silo-less organization
• Differentiating ourselves through 

intellectual capital

• Scaling Asia

• Hedge Fund Strategy
• Financial Sponsors Strategy

• Derivatives Origination Strategy
• Maximizing the Value of 

Research

• GCC Region
• Russia and Emerging Europe

Strategic Theme Breakout Group Topic
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Presenter
Presentation Notes
EACH OF YOU HAS BEEN ASSIGNED TO A BREAKOUT GROUP AND IS BEING TASKED WITH DEVELOPING A SET OF SPECIFIC, ACTIONABLE RECOMMENDATIONS FOR HOW WE CAN CAPTURE THESE MAJOR OPPORTUNITIES 



OVER THE NEXT SEVERAL HOURS, YOU WILL WORK IN TEAMS TO DISCUSS THESE ISSUES AND TO DEVELOP VIEWS SO THAT THE LEADERS IN YOUR GROUP CAN MAKE RECOMMENDATIONS TO THIS BROADER GROUP TOMORROW MORNING



WE NEED YOU TO THINK OUTSIDE THE BOX, WORK AS ONE TEAM, AND COME BACK WITH THE BEST THINKING YOU HAVE TO OFFER



LET’S GET TO WORK
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