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Executive Summary 
+ The Global Real Estate Group (GREG) has grown rapidly and profitably over the past few years. At the same 

time the Real Estate Private Equity (REPE) business has grown into one of the pre-eminent REPE groups in 
the industry. Together REPE and GREG operate as the only fully integrated Real Estate group in the industry 

+ The business is built around over 200 real estate clients; 95% of the balance sheet used by GREG globally is 
used in facilitating some form of dient transaction. The majority of transactions sourced for REPE 
(particularly in US) are sourced by the franchise 

+ GREG currently employs445 people (inclusive of origination platform): US 256; Europe 102; Asia 87 
(REPE 86 people globally) 

+ The GREG balance sheet is currently $58Bn; the regional growth from '06 to' 07: US $19-35Bn, Europe $6-
15Bn and Asia $4-8.6Bn 

+ With the advent of REPE, the balance sheet growth has been in the more debt-oriented parts of the capital 
structure. Accordingly, to maintain revenues (without significant headcount increases) the balance sheet has 
necessarily increased and the ROA has and will inevitably continue to decrease over time 

+ In 2006, GREG had revenues of $2.1 Bn: pretax margin of 75% and an approximate 7% ROA; estimated '07 
revenues of $1.6Bn 

+ The $44Bn debt balance sheet is over 90% floating rate with approximate WAM of 28 months 

+ GREG has no repo or CM BS warehouse I i nes 

+ GREG has always aggressively marked and managed its position. Since 2003, it has taken over $2.9Bn in 
write-downs whi I e mai ntai ni ng strong profi tabi I i ty based on its conservative policies and the cushion of 
imbedded profitability (albeit smaller today) 

+ Notwithstanding strong real estate fundamentals, transactions have slowed to a trickle due to uncertainty 
around financing, valuation (stalemate) and weakening economic forecasts 

+ All other CM BS competitors (except Goldman), have had some form of layoffs ranging from (10-50) 

+ GREG believes that under any circumstance an estimated $15Bn reduction in global balance sheet is 
warranted 

+ 2008 revenue projections presuppose a 1Q08 capital markets recovery, depending on market conditions, the 
revenue wi II correspondingly be reduced 
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Issues to Consider 

+ Franchise position: message to 

dients 

+ Headcount? 

+ Regi anal pi ans 

+ M aj or concentrations and risks 

(land, condos and Archstone) 
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Global Balance Sheet & Net Revenues Trend 
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2008 Project Revenues: (1) (2) (3) 

Budget -Assumed capital markets liquidity returned to normalcy in the 1008 

&:enario 1 -Assumes capital markets liquidity returns to normalcy in the 1008 and balance sheet reduced by $15Bn through the 2008 

&:enario 2 -Assumes capital markets remain as is and reduce balance sheet by $15Bn through the 2008 

&:enari o 3 - Continued deter i oration in capital markets and reduce balance sheet by $15Bn through the 2008 

*The cost of effectuating the balance sheet reduction results in a $100MM to $700MM loss depending upon market conditions 

1. Net Balance Sheet excludes gross-ups 
2. 2007 Revenue figures are based on an esti rrated Q4' 07 of approx. $1 COrn 
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Estimated Global Monthly Balance Sheet Reduction 

Estimated Reduction by Month I Region ($M M) 
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Total Estimated Reduction ($M M) 

Americas Europe Asia Total 

Fixed Rate Securitizable 1,550 1,700 3,250 

Senior 

Large Loan Floating 1,240 1,240 

CMBSSecurities 750 1,100 1,850 

CMBSLoans 530 530 

Mezz Floating I B- Note 1,510 1,510 

Comm./ Term Loans 2,700 2,700 

Bridge Equity 750 200 950 

Syndication 1,900 1,070 2,970 

Bridge Loan 

Equity I other 

NPL 

Total 8,500 4,900 1,600 15,000 
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Global Real Estate 2003-2007 Mark Downs 

GREG has diligently monitored and aggressively marked its positions through the years 
while maintaining strong revenues including policies that pass through negative carry 
costs as incurred 

Global Real Estate2003-2007 Net Revenue($M M) 

1,968 2,116 
772 

452 

2003 2004 2005 2006 

Global Real Estate2003-2007 Mark Downs($MM) 
Description 2003 2004 2005 2(X)6 

PTG andCMBS (428) (366) (299) (118) 

California Land and Condos (33) (21) (24) (41) 

Archstone <1l 0 0 0 0 
Bridge Equity <2l 0 0 0 0 

Total US (461) (387) (323) (159) 

Total Europe(3l (149) (319) (8) (16) 

Total Asia (27) (7) (28) (52) 

Total Real Estate Mark Downs<4l (637) (714) (360) (227) 

1,578 

2007 

2007 

(264) 

(300) 

(233) 

(28) 

(825) 

(130) 

(20) 

(975) 

• Total Net 
Revenue 
(after marks) 

• Negative 
Marks 

Total 

(1 ,475) 

(419) 

(233) 

(28) 

(2, 156) 

(623) 

(135) 

(2,913) 
1. Arch& one rrark down reprerents fees rrarked into the positions retained as of 11/2/07. 2. Bridge equity does not include approx $240mn of fees rrarked into the respective positions in both US and 
Europe. 3. 2003 and 2004 rrark downs refl eel approx $360mn on I egacy European assets All ders, Burford and Meri di en. 4. Of the $975mn in 2007 I osses, approx $560mn (i ncl udi ng Arch& one) refl eels 
rrarks taken si nee Sept 30th. 
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Balance Sheet Exposure 
GREG is well-diversified by region, property and risk type 

Global by Lien Type Global by Property Type 
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3% 

Mixed Use 
5% 

11% 
Retail 7% 

8% 

Land I SF 
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Global by State/ Country 

GER 
8% 

Asia by Property Type ($M M) 
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1,285 

Other, 
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Mixed Use, 
2,644 
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Real Estate Capital Markets Overview 

Americas 

+ Fundamentals remain strong in the 
commercial sector (rent growth, I ock of 
nevv supply) 

• sa es octi vi ty has slowed drcrnati call y 
due to CG1Ji tal merkets disruption 

+ Stalemate- buyers want di ocount 
because of higher borrowi ng costs; sellers 
say they wi II wait unti I borrowing costs 
come down if they don' t have to sell 

+ The weak$ end inflows of foreign capital 
have left cap rates low on dassA 
properties in pri mary markets 

+ Cap rates for class B properties end 
property I ocated in SECOndery markets 
expECted to rise more drcrnati call y 

+ U nl i ke the residential market, there has 
been no noticeable increase in 
deli nquenci es 

+ Socuri ties merkets general I y shut, the 
exception bei ng AAA end bel ow 
investment gra:le fixed rate bonds 

+ Syndication market overwhelmed by 
supply 

+ Spreads on whole I oens end securities 
experienced drastic wi deni ng i n the I ast 
month 

LEHMAN BROTHERS 

Europe 

+ Rental Growth predicted to be I ess but 
sti II present in most m~ or cities 

+ Cap rates ere under pressure for non-
pri me assets- Germeny is biggest issue 

+ UK Outl oak uncertain, with most sectors 
exhi biting slow rental growth and falling 
CG1Ji tal values. Retai I investor ructions 
giving strong mixed messa;Jes 

+ U.K. House R"ices(Minimal LB 
Exposure): Northern Rock hurt low I 
mi d-merket; £1 - 5m slower; £15m pi us 
strong 

+ Emergi ng M erkets: Capital pull bock 
I i kel y; Russi a I oaks tough 

+ Bank Syndication: Wider pricing but 
good I i qui di ty; Banks getting 
overwhelmed by supply 

+ B-Note: Slightly wider pridng but good 
I i qui di ty; Banks getting overwhelmed by 
supply 

+ M ezzeni ne debt has priced wider but 
good I i qui di ty 

+ Equity: The outlying debt driven bidder 
is out - pricing changes ( esped ally in 
Germeny) 
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Asia 

+ Strong fundamentals ocross the region 
for all products; office rental rates in 
m~or dties (Tokyo, Hong Kong, 
Shenghai , Si ngapore) have risen 15-
20% per year end conti nued growth is 
expECted 

+ Cap rates in growth ereas continue to 
tighten (China, I ndi a, Singapore); Japen 
have stct>i I i zed, but ere expected to 
slightly widen as debt merkets re-price 

+ Development activity continues to be 
very strong end there is ern pie I i qui di ty 
across the region (Chi na/1 ndi a RE Co' s 
I FD' s, REIT octivity, PE in-flows) 

+ Stable debt markets ocross region; I ocal 
banks active across products; mi ni mal 
securi ti zati on penetration i n the region 
so I ess val ati I i ty from global events 

+ Japen CM BS is stct>l e; high expECted 
supply in nea term; total capital 
structure WAC has widened 5bps from 
mid-year; whole loan spreads widening 
by 25bps and de-l everagi ng; mini mal 
residual CM BS held; priced LJA C-6 
Nov 5th 

+ M ~or risks i nd ude government 
regulatory chenges in JCl)an/Chi na/1 ndi a 
around in-flows and contrail i ng RE 
apprECiation; potential Japan deflation 
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Diversified Product/Region Portfolio 
GREG is well-diversified by region, property and risk type 

Balance Sheet$ Contribution by BusinessSe;jment I% of Global Balance Sheet -Oct-07<1l 

CMBSproduct typically originated 
with the intent of securitization or 

syndication 

GREG 
100% 

{$58.7bn)(11 

CMBS 

75% 
($43.9bn} 

PTG 
25% 

($14.8bn) 

PTG product typically 
originated with the intent to 

hold 

1. ExcludesGross-up 
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Americas 
44% ($26.0bn) 

Europe. 
23% ($13.7bn) 

Asia 
7°/o ($4.2bn) 

Ameri~ 
1601[) ($9.2brr) 

Eurepe 
2'Al: ($1.3bn) 

Asia 
S%($4;4bn) 
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CMBSSecurities 5% 

Fixed Securitizable 3% 
Large Loan Floating 11U. 

--+-- M~ FL T/B-notes S% 
M ezz FX.D/B-notes 3% 
CommiT ermLoan/Revl. S% 

Bridge Equity 6% 

Senior 18% 

___1= B~Nota/M. ~Loan 0.2% L BridgeEquity 2% 
CM BSSecurities 2% 

-c CMB.SLoans5.6% 

5yndi.oation 1.5fl/o 

--E 
Senior g<>lf, 

Seoond/Mezz Loan 2% 

Equity/Other S..% 

$2.9bn 
$1.7bn 
$6.2bn 
$4.8bn 
$2.1bn 

$4.6bn 
$3.6bn 

$10.8bn 

$0.7bn 

$0.9bn 

$1.1bt'l 

$3.3bn 

$0.9bn 

$5.0bn 

$1.3bn 
$2 .. 9bn 

---Senior /Mezz/Equity 2.0% $1.3bn 

.-f Bridge Loan 3.2% $1.9bn 

Equity I Other 1.4% $0;8bfl 

NPL 2.9% $1.7bn 
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GREG US: CM BS Product Exposure 

CM BSSocurities 

Total: $1.6bn (3% of Global BS) 

• Improving U!W standards; I ess pro forma, higher DSCR and I ower LTV 

• &lpply will decrease dramatically; conduit origination down 70%; large loan 

origination down 90%. 

• Q4 '07 supply is expected to be $25bn vs Q4 '06 of $53bn. Street consensus 

expects2008 supply to decline 50-70% year over year. 

• Total return swaps used to hedge AAA exposure . 

• 69% of the posi ti on is rated AAA 

Total: $1.3bn (2% of Global BS) 

• Different buyer base than fixed rate 

- SIV /Asset-backed CP conduits accounted for 40-50% of AAA 

- COO buyers accounted for 60-70% of BBB demand. 

• Origination has essentially stopped . 

• Minimal liquidity and appetite in floating rate market 

• 75% of the position is rated AAA 
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AA 

A 

BBB 

NoniG 

Total 

Rating 

AA 

A 

BBB 

NoniG 

Total 

8 

B/Sat Risk 
($mn) 

90 

218 

187 

8 

1,605 

B/Sat Risk 
($mn) 

29 

63 

227 

5 

1,283 

Spread in Spread in 
%of Global % of Regi anal bps bps 
BSat Risk BSat Risk (05/02/07) (10/31/07) 

0.2% 0.3% 51 150 

0.4% 0.6% 68 240 

0.3% 0.5% 234 513 

0.0% 0.0% 400 800 

2.7% 4.6% 

Spread in Spread in 
%of Global % of Regi anal bps bps 
BSat Risk BSat Risk (05/02/07) (10/31/07) 

0.0% 0.1% 25 125 

0.1% 0.2% 45 175 

0.4% 0.6% 110 300 

0.0% 0.0% N/A N/A 

2.2% 3.6% 
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GREG US: CM BS Product Exposure 

Fixed Rate Securitizable 

Fixed RateSEcuritizable: $1.7bn (3% of Global BS) 

• Rxed rate conduit is the mo& liquid I active market of the securitization markets. 

AAA spreads have widened from 25bps in Jan-07to 75bps in Aug and are currently 
trading at 65bps 

BBB spreads have widened from 75bps in Jan-07to 400bps in Aug and are currently 2 GM Building 

trading at 500 

Non-rated spreads have widened from 20% in Jan-07to 27% in Aug and are currently 
trading at 28% 

3 Nashvile 

Port1olio 

• Origination volumes are down an e&i mated 70% 

• Pricing has widened and leverage points have fallen creating a more attractive risk profile on 
new ori gi nations 4 M eyerland Plaza 

• WA LTV:69% 
5 Crossroads PI aza • Key Risk: Spread rather than credit- mitigated by active hedging S:rategy utilizing TRS, CM BX 

and SNaps Total 

Floating Rate large loans 

Floating RateLargeLoansTotal: $6.2bn (11% of Global BS) 

+ Minimum liquidity in floating rate securitization market due primarily to SIV issues and sec 
I enders pull back 

+ The traditional fir& mortgage syndicated loan market has lagged the capital markets but is now 
experiencing tighter liquidity and spread widening 

+ structural and pricing flex have been reintroduced to the market; approx. 35% of the exposure 
has a full price flex. 

+ WA LTV: 59% 

+ WA Life based on initial term: 24 months 

+ WA Life based on extended full maturity: 40 months 

+ WA OM: 275 bps over Libor 

+ Key Risk: Spread not credit risk 
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2 Arch&one 

3 Hilton 

4 25 Broad 

5 Toy Building 

Total 

9 

B/Sat %of 
Risk Global BS 

for Apollo's purchaffi of 2007 

I nnkeppers (69 hot as)" 
319 0.5% 0.9% 25% participation in a61% LTV Slcuritization in 

$1.9bn commercial mortgage loan 3Q/4Q 2008 
originated by Deutsohe Bank 

116 0.2% 0.3% 80% LTV acquisition financing to Slcuritization in Nov 
Ne,;v Dawn and Lahman for the 2007 
purchaffiof multifamily properties 
in and around Nashville, TN. 

93 0.2% 0.3% 68% LTV financing on a retai I Slcuritization in Nov 

property in Houston, TX. 2007 
75 0.1% 0.2% 72% LTV financing on a retai I Slcuritization in Nov 

property in Cary, NC 2007 
1,016 1.7% 2.9% 

A-ologis and LB bridge equity to Metlife 1008/ Balance 
a::quirea25 mn s= industrial se:uritize/ syndicate in 

port1olio. Full price fie< 1008 
889 1.5% 2.5% LB's share of the $1.8bn 65% LTV Sold to Freddie Mac 

a::quisition loan. Full priceflex on 11/1/07 

857 1.5% 2.4% LB's7.5% share of a45% LTV, Slcuritization 10 2008 
$21 bn a::quisition financing to 
Bla::kstone'spurchaseof Hilton 

270 0.5% 0.8% 74% LTV condo conversion in lower Sell out of units(30% 
Manhattan sized as a rental. Full sold since M ar-07) 
re:ourse for bottom $50mn. 

262 0.4% 0.7% 79% LTV Financing for L&L, Syndication 2008 
LBREP and LB Bridge Equity's 
a::quisition of Toy Building. 45% of 

building ispreleasedtoWPP. Full 
priceflex 

3,236 5.5% 9.2% 
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GREG US: CM BS Product Exposure 

Floating Rate M ezz I B-Notes 

Senior Total: $4.7bn (8% of Global BS) 
B/Sat %of 
RiS< Glooal BS 

+ Lack of available financing has widened spreads throughout the capital structure 

+ Lower leverage mezz widened by 25-50 bps. Cash buyers(e.g., insurance companies) still active 

• 
• 
• 
• 
• 
• 
• 
• 
• 
• 

High leverage mezz widened by 100- 200 bps. Opportunistic buyers remain active 

COO Buyers drove moderate I everage mezz market which rernai ns the most challenged . 

About $1.25 billion in balance sheet reduction expected by 1Q08 

Approximately one-third of the book has full price flex and/or some form of sponsor guaranty 

Market disruption caused customers to OK $500mn of circled trades 

WA LTV: 73% 

Weighted average OM is360 bps over Libor 

WA Life based on initial term: 23 months 

WA Life based on extended full maturity: 49 months 

Key Risk: spread and credit 

2 Beocoo Ill 452 

3 237 Pank 331 

4 CaWESt 323 

5 Beocoo II 276 

Total 2,054 

FixEd Rate M ezz I B- Notes 

Mezzanine I B-Notes Total: $2.1 bn (3% of Global BS) 

+ Lower leverage market driven primarily by U.S. insurance companies and foreign financials 

+ Spreads have widened 25- 100 bps throughout the capital structure 

+ Lack of available financing has not had as significant an impact as the floating rate market; typical 
buyer buys with cash 

+ Insurance company buyer base has become increasingly conservative around leverage 

+ WA LTV:67% 

+ More than 75% of the book haspriceflex 

+ Key Risk: Spread and credit mitigated by active hedging using total return swaps, CM BX and 
SNaps 
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2 Ros9 yn Portio I i o 

3 Arch&one 

4 GM Building 

5 Bay Colony 

Total 

0.8% 

0.6% 

0.6% 

0.5% 

3.5% 

B/Sat 
RiS< 

249 

240 

148 

122 

1,220 

1.3% 93% LTV fina1dng fcr Broa:lway'sa::quiStioo 
of Beocoo Fund Ill. $322mn of ,..,i cr bn dge 

mezz a1d $142mn junicr bridgemezz. Full price 
flex plus$75mn limited sponsor guaranty 
(with 237 Park) 

0.9% 960/o LTV a:quiStion fina1dng for Broa:lway 
Painers. Full prioefle< plus$75mn limited 
sponsor guaranty (with Beacoo Ill) 

0.9% 84% LTV finandng toWaltoo strea capita's 
a::quiStion of the Gal Wei induS:rial portfdio. 

0.8% LB's49% partidpation of 78% LTV fina1dng to 
Broa:lway'sacquiStion of Beacon Fund II, co­
funded with Greenwich. 

5.8% 

BroadNay Partners. Full price flex plus 
$75mn limited sponsor guaranty (with 
Beaocn Ill) 

0.4% 0.7% 68% LTV financing for Monday 
A-operties, LBREPand LB bridge 
ecuity. Full prioefle< 

0.4% 0.7% 65% LTV mezz behind FNMA fixed 
rate asset pools Full price fie< 

0.3% 0.4% 25% participation in a 61% LTV $1.9bn 
commercial mortgage loan originated by 
Deutsche Bank 

0.2% 0.3% 73.5% LTV a::quisitionfinancingfor 
BroadNay Partners. Part of proje:tTrois 
a::quisition. Full price flex 

2.1% 3.5% 

In fi na phase of i nS:i tuti onal 
fund raise; e<pect payoff of 
junicr bridgemezz in 1008 

In fi na phase of i nS:i tuti onal 
fund raise; e<pect payoff of 
junicr bridgemezz in 1008 

CUrrently bang ma-kEied; 
66'% drcled with e<pected 
dosng of 1008 

Sold down from 87% LTV to 
current I eveL Pending asset 
sleswill continuetodelever 

Exit 

sp::ms::x'scapital raise, we 
wi II commence marketing. 
ClosnganticifEled 1008 

Current! y markeli ng; 
Indication of i ntereS: for 
approx. 60% of the p::>sition 

Will commence marketing 
in Nov-07 

Syndication ocntemplated 
302008 

Current! y markeli ng 
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GREG US: CM BS Product Exposure 

Term Loans/ Revolvers 

Term Loans/ Revolver Total: $4.6bn (8% of Global BS) 
+ Liquidity C4Jpeasto be slowly returning to the merkel: generally, although new is:ue 

levels remain below per 
+ Real estate related ba1k loa1 merkel: lergely driven by COO is:uers, most of whom 

remain s deli ned due to I a::k of financing 
+ Si gnifica1t exposures to Archstone a1d SunCal 
+ Archstone risk mitigated by price flex. 
+ We ghted average merk on SunCal exposure is 91.6 
+ Key Risk: Credit risk-Californiala1d ra::overy 

2 Ritte- Rench 

3 V\linterganes 
(lnlr<>Ne&) 

4 Marblehea:l/ Heatlcnd 

5 Smca Canmuinitiesl 

Total 

Bridge Equity 

Bridge Equity Total: $3.6bn (6% of Global BS) 
+ I nstituti anal CC4Jital has not re-priced core a1d core pi us return thre:llol ds; more scrutiny 

bang pla::ed on exit as:umptions 
+ Investors ere focused on current cash returns 

Tra1sa::tionswith low cash on cash yields ere requiring higher return thre:llolds 
Investors ere focused on the delbt sta::k a1d the risk of spread widening on equity 
returns 

+ Bridge equity exposure reduced $550mm (US/Europe) through asset sales a1d equity 
sales in the 3Q07 

+ Bridge equity book merked conservatively at 92. 
+ Key risk: At the money valuation risk (incorporates both spread a1d credit). 

Priceflex on delbt eroding equity returns 
Ra::es9 on reduces I eli mi nates prospa::ts for rental growth 
Headline risk reduces investor dema1d for all real estate 
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2 A"ologis 

3 Ros9yn 

4 200 5th Ave (Toy 
Bldg) 

5 EOPAustin 
Portfolio 

Total 

Risk 

326 0.6% 

310 0.5% 

287 0.5% 

263 0.4% 

3,436 5.9% 

Risk 

546 0.9% 

298 0.5'/o 

210 0.4% 

142 0.2% 

3,138 5.3% 

end $3bnTe-m Locn B fincncingthea:q of 11/07. Mktg oo Te-rn Loan B 

ArchS:ooebyTishmcn end Lehmcn. Full to can melee 3/08 
price flex. $5.1bn equity canmitmB"lt to 
financethe$23bn a:q of ArchS:one 

0.9% Slr liB"l & mezz on10,625 acre pa-cel in LA Exploring .N with Fa-all onto 

County, to be develope::! into a 7,1581ot del eve-; cootenplcte::l to be 
master planne::l canmunity. 9?0/o LTV on refincnced in ccmectioo with 
liquidctionvalue. equity recap of sunca. 

0.9% LB/DB/BS criginated a $1.8bn loan to $310mm ista-get hold 
Fortress I nve9:m611: Group to purchase 
I ntraNeS: Ccrpcrati qn 

0.8% T e-m I cans on two I end devel opm611: d€8 s: Marlbehea:l rurn311:1y selling 
(i) Ma-blehea::l- a313-lot maste- plcnned Ids. These lot saesaooewill 
community in OrcngeCounty, CA, end (ii) retire debt 
Heatlcnd- a 982-lct master planned 
community in Rive-S de County, CA. 

0.7% Rrstlien& mezzoo7masterplanned To be repci d through ass:!: 
communitiescooSsting of 15,8371ots. 95% specific construdioo loans. 
L TY on liquidation value. Mav svndi ccte post 2108. 

9.8% 

commitment to finance the initial interest. 
$23bn acq of Archstone 

1.6% Bridge equity for A"ologi sand Upon completion of 
LB BridgeEquity's$1.8 m aoq debt recap, mktg to 
of the Dermody industrial commence. Est Q1 
portfolio. '08. 

0.8% Bridge Equity to Monday A"op Currently marketing. 
and LBREPfor aoq of Rosslyn A"<Jim interest of 
office portfolio. $120mm 

0.6% Bridge Equity to L& L Acq and Upon debt syndication, 
L BREP for acq and rooENel of equity syndication will 
Toy Building. 45% alrea:Jy pre commenceQ1 '08. 
IEES3d. 

0.4% Bridge Equity to Thomas A"op $75mmsoldtoADIA. 
and CaiSTRSfor aoq of EOP Currently mktg 
Austin portfolio. remaining balance. 

8.9% 
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GREG US: US PTG 

Senior Loans 

Senior Total: $5.0bn (9% of G I obal BS) 

• The majority of the loa1s ere pre-devel opme1t fa::ilitieswith the option to provide 
construction fi na1ci ng 

• By providing the e1ti re CC4Jital sta::k L B wa:; aiJI e to ga-ner premium returns for the 2 Ga"illon 

• 
• 
• 
• 
• 
• 

stated risk; retaining the option to I ever age into a1 equity I ike return through 
syndication 

M a1y ere structured with exit fees a1d/or equity participations 

Top 10 Deals= 37% ($1.9Bn) 

Medial szeloa1 = $10.5MM 

WA LTV: 68% WA Maturity: 18 Months WA Coupon: L+480 

Ma-k=94 

Key Risk: Refina1cing risk a1d reside1tial sales 

Mezzanine Total: $1.3bn (2% of Global BS) 
Equity Total: $2.9bn (5% of Global BS) 

+ ...bi nt ve1ture i nvestme1ts a1d I oa1s to provide one-stop shopping for small to 
medium s ze I ocal operators 

+ lnvesl:me1tsa-etypically small, developme1t or re-developme1t plays 

+ Number of positions: 570 

+ Averagepostion sze: $7.4mn 

+ Ma-k= 80 

+ Key Risk: Execution, credit risk a1d reside1tial sales 

LEHMAN BROTHERS 
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3 Knickeilockff 

4 Ritz can too K~a ua 

5 Commons of M d em 

Total 

M ezz I Equity 

2 Or I ando Assets 
Acquisition 

3 stamford 

4 South Bea:h 

5 Moonlight 
Basin/M ezz 

Total 

12 

B/Sat 
RiS< 

384 

267 

237 

175 

1,537 

B/Sat 
RiS< 

162 

121 

74 

70 

654 

canmunity situate:! Irvine. 
Equity 'POOsorsi nd udeCALSTRS, NY STRS, 111d 2010. 
O"egon state Employees 

0.7"/o 1.1% C?ra..md up condo devel qJment in M i ani, FL. Ooseunitsunder 
Devel opm81t conS S:s of 582 units of which 87% oootroct in 2008. 
,..esold. Expocted oompltlioo 111d 931 out of phase 
1 in 4007. 

0.5% 0.8% Acqui Sti on cnd pre:level opm81t I ocn to I sl:hitmar, Rei by thi rcJ.paiy 
the rea estate a-m of the Dub a governm81t, to re- ca1sl:ructi on I ocn in 
position TimeSqucreofficeba::k to itsfcrmer use 2008. 
asafivestcr hotel. 

0.4% 0.7"/o Consl:ructi ool 001 to convert 548 rocrn hotel into Sel hots 111d 
coo do-hotel in M rui with 298 hotel rooms and 107 individua ca1do 
coodos units 

0.3% 0.5% Acquisition of multi-fanily prqed in Tys:m's R..lrs.Jing JJ with 
Comer, with plantoincreesedenSty. M a::Fa-1 cne Painers 

2.6% 4.4% 

the Meridien rx>sition in Nov-05. the properties through 
Secured by a portfolio of 31 hotels. management and 

renovations and rx:>sition 
them for S3.le. 

0.3% 0.5% Foreclosed loan; Two failed condo Current! y btl ng marketed 
conversions in Orlando, FL for S3.le as rentals. 

0.2% 0.3% Se:ond lien mortgage on a 500k+ sf Potential sa e to Gen Re; 
office building in stamford, CT Fee owner and tenant 

0.1% 0.2% 86 room up s:al e hotel in South Beach, In negotiations with 

FL current management 
company to purchase hotel 

0.1% 0.2% Bridefinancing on a Ski mountain re9:1rt Rsa estate I BD has 
in Big Sky, MT mandate to 931 asset 

1.1% 1.9% 
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GREG Europe: CM BS Product Exposure 

Senior 

Senior Total: $10.8bn (18% of Global BS) 

• CM BS merkel: opa-ati ng but in very reduced fa:lli on 

We ere in the merkel: with Winda-ma-eXIV (€1.1bn) 

• Ba1k syndication merkel: <dive but flooded with supply 
2 YeiC>N 

• 100% floating rate Market Spreads 

100% € or£ denominated • Tranche SprEBds SprEBds 3 Kapiteati 

• WA LTV c. 73% (05/02107) (11/02107) 

AAA 17 55 

• WA maturity 3.5 yeas (I oa1s don't 
hate extens ons) 

AA 27 90 
4 Pearl 

A 48 140 

• WA DM : 142 bps ova- Libor BBB 80 225 

Key risk is spread not credit • BB 300 500 
5 Fintecna 

Total 

Mezzanine/ B-Notes 

Mezzanine/ B-NotesTotal: $1.2bn (2% of Global BS) 

+ M erkets remain open to price a1d purchase risk - although pricing is wide­

+ Lergely real estate specific buy a- base 

+ COOs had been small pat of merkel:- thus I i mited fall out 

+ PI K B notes hate been hit herdest, with initial spreads of L + 300bps going to between L 

+ 900 - 1 000 bps 

Lehma1 e<posure isza-o 

+ Key risk: 

Credit crunch creates fundamental real estate issues 

+ WA LTV c. 77% 

+ WA re9 dual maturity 2.47 yeas 

+ WA DM: 320bpsoverlibor 

LEHMAN BROTHERS 
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13 

2 Beta 

3 Toodora 

4 Gagfah 

5 Sisu 

Total 

B/Sat 

Risk 

602 1.0% 

557 0.9% 

518 0.9% 

456 0.8% 

5,075 8.6% 

283 0.5% 

147 0.3% 

141 0.2% 

86 0.1% 

1,126 

Commercial mortgages purchased for funding 

from Northern Rock, UK 

4.0% 90% WA LTV performing/non- N CN 2007 create bonds 
performing German Commercial for funding 

Real ES:ate Loans 

3.7% 85.1% LTV Senior loan to Niamand N CN 2007 Windermere 
Whitehall for aocuistion of a XIV 

Finnish commercial Real Estate 
portfolio 

3.5% 62% LTV BridgeFinanceof Dubai Client expected to 
Real ES:atesponsored by Dubai's retinancevia Corrx>rate 
-"bel Ali FreeZoneAuthority Bond issuance in NO\I 

2007 

3.1% 75% LTV Senior loan to Fortre;s for N CN 2007 Windermere 

Italian Office portfolio XIV 

34.1% 

1.9% .N Equity Investment with Sansedoni Italy aiming to 
Spa Fondiaria Spa and the Atagora Fund syndicate by Nov 07 
and 00% LTC Bridge Loan for 
acquisition of 100% of quotas of Italian 
Real ealate Fund 

1.0% 78.6%atclosingLTVfinancetoCordea ltalyaimingto 
Savillsfor a:quisition of 100% of quotas syndicate by Nov 07 
of an Italian Real ES:ate fund 

0.9% Exit loan to Fortress sa:ured again& Due to be paid down to 
shares in Gagfalh; maturity in 07/2008 $55M M by Sponsor 

0.6% 553 Finnish Assets formerly owned by To syndicate in/ after 
Kapitee i and acquired by Whitehall/ 01 2008 
81.1% =ur:ancy /WAUL T of 4.7yrs 
vs. 4.6 yrs remaining loan term 

7.6% 
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GREG Europe: CM BS I PTG Product Exposure 

Bridge Equity Total: $915m (2% of Global BS) 

+ I nstituti anal investors conti nueto ra::eive new allocations to property 

+ Sponsors' fee a1d promote structures wi II be pushed bc:d upon by investors 

+ Feedba::k on existing positions ha:; been pootive but process iss ow 

Assets ere very prime a1d unique, help insulate from ma-ket da::l i nes 

+ Key risk: At the money valuation risk (incorporates both spread a1d credit). 
Price flex on debt (on certain deals) eroding equity returns 
Ra::es9 on reduces I eli mi nates prospa::ts for rental growth 
Headline risk reduces investor dema~d for all real estate 

Bridge Equity 

2 Devonshire House 183 

3 Vintners PI a:::e 103 

4 90 Long Acre 57 

Total 915 

CM BSSocurities 

CM BSSocuritiesTotal: $1.1bn (2% of Global BS) 

• All floating rate 

• 2 buckets 

Unci eaed bonds: I eaki ng unci eaed bonds out onto ma-ket 

Sa::onda-y trading: opportunistic purcha:;es I supporting Windermere bra~d 

• Supply e<pa::ted to reduce by over 80% for Quarter 4 

50 - 70% da::l i ne in i ssua~ce expa::ted in 2008 

LEHMAN BROTHERS 
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BISat Risk 
Rating ($mn) 

AA 141 

A 100 

BBB 109 

NoniG 4 

Total 1,123 

0.3% 1.2% 

0.2% 0.7% 

0.1% 0.4% 

1.6% 6.1% 

LBREP/Atemi for€2.1Bnpurchaseof Penson Fund. 
prime Paris office bui I ding Potentially sell 

€204M m to Oxford 

Properties (Canadian) 

Longer term (2008) 

interest from German 

and UK investors 

Bridge Equity provided to 

Witkoff/DCD Groups for aoquistion 

of prime London Office building 

Bridge Equity and .N Equity 

inveS:ment with Atlas Capital Office 

a::quisition in London 

Bridge Equity provided to 

Witkoff/DCD Groups for aoquistion 

of UK Office building 

Spread in 

Road Show S:age. 

aiming to sell in 

50M M !ranches 

Road Show S:age. 

aiming to sell in 

50M M !ranches 

Sold £40M M ; Road 

showS:age 

Spread in 
%of Global % of Regi anal bps bps 
BSat Risk BSat Risk (05102!07) (10131107) 

0.2% 0.9% 27 90 

0.2% 0.7% 48 140 

0.2% 0.7% 80 225 

0.0% 0.0% 300 500 

1.9% 7.5% 
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GREG Europe: PTG Product Exposure 

PTG (Senior I Mezz/ Equity) 

Senior Total: $436mn (0.7% of Global BS) 

M ezz Total: $363mn (0.6% of Global BS) 

Equity Total: $539mn (0.9% of Global BS) 

Joint ve1ture i nvestme1ts a1d I oa~s to provide one-stop slloppi ng for small to medium 
2 • 

sze I ocal operators 

• lnvesl:me1tsa-etypically small, developme1t or re-developme1t plays 

• Number of positions: 65 

• Averagepostion sze: $20.5mn 

• Ma-k= 98 

• Key Risks: 

Bus ness pi a1 execution 

M i cro-1 ocati on property risk 

Property ma-ket liquidity 

LEHMAN BROTHERS 
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3 

4 

5 

Total 

15 

Kwiksate(Senior) 

Chancery Gate 

Penni nsula Golf 

(Mezz) 

Boul bee S:ockhol m 

(Equity) 

Risk 

165 

59 

48 

39 

530 

finance corrx>rate purchase of Rev a, than sufficient 

a Spanish land owning company collateral coverageto 
cover principal fees 

and margin 

0.3% 1.1% 86.2% LTV Senior loan to Chathann Se I properties during 

ES:ate Ltd to finance UK retai I 2008 

0.1% 0.4% Holding oompany inveS:ment in the 5Year =et 
UK, 18.5% of fully diluted share managennent S:rategy. 

capital of a freehold bus ness 'Pace Exit Company via I FO 

deteloper and ""ler. LBREPalso ortra:lesale 
owns18.5% 

0.1% 0.3% 73% LTV Mezzanine Financing and Sale of re9dential 

Equity I nveS:ment with Col bert Oroo units and sale of golf 

for Golf Course and Rffidential course to partner 
development in France scheduled for end of 

2008 
0.1% 0.3% ..N Equity and Mezzaninefinancing 5.5 year hold, 

to Boultbeefor acquisition of piecenneal brealk-up of 

CentrumKonpaniet portfolio portfolio, variety of 
oons S:i ng of Re9 denti al and exits 
Commercial Real ES:ate in SNeden 

0.9% 3.6% 
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GREG Asia: CM BS Product Exposure 

CM BSLoans 

Total: $3.3bn (6% of Global BS) 

• JE4Ja1 CM BS di stri buti on sti II stc:VI e, but supply i ncrea9 ng in nea term; spreads 
widening; core axounts might be subject to regulatory pressure a:; FSA continues to 
try to sow RE equity story; current CC4Jital sta::k WAC at +85 from +65 at mid-yea 

• BB/B sa::uriti es continues to attra::t domestic a1d foreign buyers (buy/hoi d axounts or 2 Dalto Apartment 

mezz funds); mini mal COO buyers 

• LB LJAC-6 $850m deal to be priced Nov 5th Market Spreads 3 A-oj ect Cowboy 

30 axounts paii ci pati ng in deal Tranche Spread (bps) 

• Approx $1.3bn expected to be sold by Q2 May-07 Nov-07 4 Pearl city Hots 

AAA 26 40 • WA LTV77.3% 
AA 42 50 

5 Kayabacho First • WA maturity 4.2 yeas ( 4.4 yeas with ext ens ons) A 62 70 

• WA DM L +235; 90% of book is floating yen libor BBB 110 175 

• Key risks a-e short term supply a1d FSA BB 230 350 Total 

Syndication Loans 

Total: $0.9bn (1% of Global BS) 
+ Sell down strategy implemented for I and/devel opment I oans across the region; 

seeing good interest from Banks for A-note real estate risk exposure in 
Thailand, Korea and Singapore 

+ Re-finance market in Japan for land/development debt still active and robust-
sponsor quality being scrutinized 

+ WA LTV 79.5% 
+ WA maturity 2.2 years (2.6 yrs with extensions) 
+ WA OM L +300 
+ Key risks depth of sell-down market; FSA. reg risk and non-conforming assets 

LEHMAN BROTHERS 
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16 

2 Jingumae 

3 81verCourt 

4 M Train 

5 Kismet 

Total 

A office building in oentral Nov. 5th 
Tokyo 

345 0.6% 4% 84% LTV, 2.2% sprea:J; Slcuritization targeted 
conduit Japan apartment loan forQ1 '08 
progrann 

205 0.3% 2% 80% LTV, 2.4% sprea:J; Slcuritization targeted 
financing to Whitehall for 16 for 2H '08 
proparties in Japan 

156 0.3% 2% 84% LTV, 2.4% sprea:J, Slcuritization targeted 
col laterized by 19 hotels forQ1 '08 
I ocated throughout Japan 

138 0.2% 2% 43% LTV, 1. 3% sprea:J; LJAC 6 CM BS pricing 
col laterized by offioe bui I ding Nov. 5th 
in central Tokyo 

1,547 2.$% 18% 

ooll cteral is sub-performing down to beoompleted 
loans sorured by 45 properties Nov/Dec 
in Japan 

154 0.3% 2% 83% LTV, 31% sprea:J, land REfi nance and sa I 
for retai I property in Japan, s=nior tranche, retain 
20% ecui ty in deve opment mezz 

150 0.3% 2% 85% LTV, 6% WAC; mixed SEJidovvn s=nior 
retal, office& reedEntia tranche I rEfinance 
property in Chi na 

98 0.2% 1% 80% LTV, sprea:J of 3.5%; SEJ I a s=ni or tranche in 
gradeB office'retal building Nov '07 
in 8ecul, KorEa 

79 0.1% 1% 85% LTV, 75% yied; Syndication Q1 '08 
sorured by 4 properties in 
Thailand 

784 1.3% 9% 
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GREG Asia: PTG Product Exposure 

Bridge Loans 

Senior Total: $1.9bn (3% of Global BS) 

• Strong real estate re-position stories with good underlying real estate 
fundamentals 

• Re-finance local debt market in Japan and Non-Japan remains robust and 
positive towards the sector 2 Daikoku 

• Largest position (Ryowa) wi II be I i qui dating pool structure with central Tokyo 
residential development sites with no equity I eakage 3 PSRGolf 

• Non-Japan consist of 321oans with average notional of $24m; mini mal sell 
down I i qui di ty in these I oans 

• WA LTV 82.5% 4 Kokura I ron V'v1 ng 

• WA maturity 1.6 years ( 1.8 yrs with extensions) 

• WA OM L+360 5 Migliore 

• Key risks-extension risk due asset type (land, etc); FSA. reg risk; spread risk 

Tatill 

Equity I Other 

Total: $0.8bn (1% of Global BS) 
+ Equity investments are generally relatively small and are made in conjunction 

with strategic partners 
+ A§ets are business pi an specific rather than pure market pi ays 
+ The I argest equity investments are in in very I i quid markets (e.g. Central 

Tokyo, SingaporeCBD) and/or primelocations(e.g. Phuket Beach Front) 
+ Number of positions: 70 
+ Average position size: $10m 
+ Mark = 7 4 (basis over current estimated value) 
+ Exit timing 6-30 months with over 50% scheduled to be sold within 18 

months 
+ Key Risk: Macro market down turn; regulatory intervention (e.g. Japan, China 

and India) and political instability (e.g. Thailand) 

LEHMAN BROTHERS 
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2 Phuket Four 
SEas:Jns 

3 Crosby Kaj i ma 

4 Ryowa 

5 Huntle:e (Equity) 

Total 

17 

188 

133 

128 

96 

903 

48 

43 

43 

31 

23:1 

rollcteral isffiaresof Ryovva rEfinancing by LB to a 
Lif~ arondodeveoperin rffi estate socurs:J I oan 

0.3% 2% 80% LTV, 3.3% '!Jres:J land Borrovver rEfi nand ng 
financing for warehouse ta-get in early '08 
deve opment in Japan 

0.2% 2% 77% LTV, 2. 9% '!Jres:J, I oan Borrovver rEfi nand ng 
seours:J by ecuity pls:Jge ta-get in May '08 
backs:J by 8 golf roursesin 
Japan 

0.2% 1% 95% LTV, 2. 9% '!Jres:J, I arge Exit viasaleto aREIT 
scaeretail building in Japan 

0.2% 1% 55% LTV, 4% '!Jres:J, loan SJeof senior tranche 
on mixs:J-use propeiy in 
Ss:Jul, Korea 

t5% 10"k 

Roppongi , Tokyo 
0.1% 0.6% Land for ronstruction of hate SJie of hate upon 

in Phuket, Thailand rompletion in 2010 

0.1% 0.6% Painered with Kajimaon Partial saein 1H '08; 5 
purchase I deve opment of year deve opment pi an 
offioebuilding in 8ngapore 

0.1% 0.5% PrEferred & rommon ffiares Nov-07 ta-get 
pledgs:J on loan rEfi nanci ng on I oan 

0.1% 0.4% Investment in deveoper of a SJie of tranchescfter 
planned resdential infrastructure is 
rommunity near NBNcastle, romplete 
NBN8JuthWales Austraia 

0.4% 3'% 
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GREG Asia: PTG Product Exposure 

Total: $1.7bn (3% of Global BS) 

+ Continued strong demand in Japan from domestic a1d international 
purchasers; most offerings attract five or more bidders 

+ Existing positions are conservatively marked; all collectionsfor Non-Japan 
NPL reduce basis; no profit taken until portfolio basis is zero 

+ In the past 60 days, recent appraisals were received and reviewed for the large 
Japan NPL collateral (no write downs) 

+ US$50m net mark up in Japan in 2007 (US$60m in mark ups and US$1 Om 
markdown); mark down due to a corporate bankruptcy, not real estate 
valuation 

+ In Japan over 80% of the borrowers (by purchase price) are making steady 
payments; most loans will be restructured and securitized or sold as whole 
loans 

+ Over 97% of the I oans are variable rate and overall spreads on existing 
positionsarewiderelativeto LTV (e.g. 70% LTV loansare+350bpsor 
higher) 

+ No expected losses if an orderly liquidation (e.g. four months) is required; 
expected losses for a "fire sale" would be 2% or less of portfolio basis 

+ Mark= 90 (Security values do not take into account NPL liquidity discounts) 
+ Average portfolio size of $10.2m, with average investment per borrow less 

than $1m 
+ Key risk: government intervention to limit re-financing exits (e.g. Japan FSA.) 
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2 Tokyo Portfolio 1 

3 RyowaNPL 

4 RCCTrustVI 

5 Am bank 

Tol:al 

18 

tm<s:J by NPL I PL in Japan res:JI uti ons'l oan sa ES 

88 0.2% 1% SO% LTV, 8% yisd; sorurs:J Exit via propeiy sae 
by I and I warEllousos i n Japan 

86 0.1% 1% 30% LTV, 3.5% yisd, 1year REfinanoe 
loan socured by 650-unit 
oondo proj e:t in Japan 

69 0.1% 1% 75% LTV, 61% yisd, SJb- Collateral 
bond tm<s:J by N PL I PL in res:JI uti ons'l oan sa ES 

Japan 

34 0.1% 65% LTV, 9% yisd on Coli ateral res:JI uti ons 
portfolio of oommerical I 
resdentialloansin Malays a 

376 0.6% -4% 
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Key Portfolio Risk Factors and Stress Analysis I 
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WfS. Coast Land Review 

Portfolio underwritten for recovery in 2009 due to strong macro fundamentals in CA 

Economy and Demographics 
+ Population is expoctEd to increase by 13 mi IIi on poopl e by the 

yea 2030, accounting for greater than 15% of total nati anal 
growth 

+ Average annual derncnd is expECtEd to be 220 thouscnd units per 
yea and construction has I aggEd bel ow, averaging j ust 17 4 
thouscnd units per yea si nee 1999 

+ There is substcnti al pent -up demand for affordable entry-1 evel 
new housi ng across CA 

Approach and Portfolio Summary 
Portfolio Characteristics: 
+ Total basis for deals i nd udEd is Cl)proxi matel y $2. 9Bn ( 157 

deals) 
+ The $2.9Bn consists of $1.8Bn in 151 liens (mtm=.93), $332M M 

in mezz I ocns ( mtm=. 71) and $721 M M in equity ( mtm=. 78) 
+ Major sponrors include: Troxler, CCl)stone end Suncal 
Assumptions: 
+ Stall Ed housing market wi II slow abrorpti on of I ot ta<e downs 
+ I mmEdi ate price ded i nes to remain flat through sell out 
+ Current carry costs for deals wi II rernai n in pi ace (no refi ncnce) 
Methodology: 
+ DCF models are usEd to provide L B with a base case scenario of 

how each deal is expECtEd to perform through exit and usEd to 
determine if the deal is markEd appropriately 

+ Sensi ti vi ty cnal ysi s I multi pie stress scenarios are run 

LEHMAN BROTHERS 
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Realized PTG P& L inCA Land by Year 
Year 2003 2004 2005 2006 2007 Total 

Realized P&L CA La1d 103 92 209 125 52 583 

+ Despite the current market slow down, theCA I end business has 
been and we expECt it wi II continue to be a profi tct>l e business 

line 

+ Proj oct Ed net revenues of the position are estimatEd at $793M M 

Financial Summary ($M M) 

PTG Balance@ 11/1/07 
PTG Basis@ 11/1/07 

Bank Locn Balance@ 11/1/07 
Bank Locn Basis@ 11/1/07 

Current Combined Basis 

Potential Combined Mark Downs in Stress Case 

Potential Combined Basis 
Potential Combined M ark 

$1,852 
1,505 

$1,491 
1,372 

2,877 

(256) 

2,621 
0.78 

+ The NPV Cl)proach highlightEd $116M M in immEdiaecrEdit 

impairment, which was flashEd as of October month end 

+ Our stress analysis shows en i ncremental $256M M in potential 

losses 

19 
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Major Exposures I Risks: Condo Development I Conversion 

Slower investor demand and tighter mortgage credit continue to challenge the market 
Number of 

Condo Status Transactions Current Outstanding Balance 

Properties Less Than 35% Sold 15 

Properties Between 35% and 75% Sold 29 

Properties Greater Than 75% Sold 26 

Condosw/o Sales LB will Develop with operating 
32 

partner 

Condos without Sales 
18 

LBwill not Develop/Convert 

Tota9\JVA 120 

Portfolio Characteristics 
+ The total basis for condo projects in development 

is approximately $3Bn across 120 deals (average 

deal size of $25.1MM) 

+ The $3Bn consists of $1.8Bn in 1st liens 

(mtm=.98), $761 M M in mezz loans (mtm=.89) 

and $430M M in equity (mtm=.55). 

+ Projected net revenues of the position are 

estimated at $759M M; 1 0% price stress reduces 

projected net revenues to $393M M 

+ The geographic footprint of the portfolio is as 
follows: 30% in NY, 20% in FL, and 16% inCA 

+ 35% of the book is condo conversion projects 

which have been negatively affected by the 

tightening of mortgage credit, coupled with highly 

leveraged underlying capital structures 

LEHMAN BROTHERS 

Lega Ba9s 
as of 9/30/07 Mark as of 9/30/07 

($mm's) ($mm's) 

737 95.35 703 

752 64.63 486 

761 90.49 688 

534 84.33 450 

785 87.44 686 

3,569 84.45 3,014 

Market Risks 
+ Lack of investor demand 

+ Slowing absorption is stressing capital structures 

and increasing negative carry 

+ Over supply of new product in certain markets 

wi II hinder near term recovery 

+ Some buyers walking from deposits on new 

developments 
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%Sold %Under Contract %Unsold 

2% 12% 86% 

32% 24% 44% 

31% 60% 10% 

0% 0% 100% 

0% 0% 100% 

20% 27% 53% 

Summary of Largest Positions 
+ Carillon (Canyon Ranch) -$374MM Condo 

development in North Miami Beach, FL. 87% of 

project is sold; TCO obtained 11-1-07; Expected 

payoff of phase 1 in 1 Q08 

+ 25 Broad St. -$306M M Condo conversion in 

downtown New York. 30% reserved si nee March 

07' ; Borrower has guaranteed $50M M of I oan 

+ Greenwich Apartments-$230MM Condo 

conversion in Greenwich, CT. LB pursuing 

for eel osure and simultaneously exploring sale of 

loan; Strong investor demand for multi-family 

product should provide liquidity to LB' s position 
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Archstone-Smith Trust 
Lehman Brothers, along with its partners, acquired Archstone-Smith Trust, a large multi­
family REIT in the fourth quarter of 2007. The Firm reduced its total exposure to $5.8 
billion<1) 

+ Over 50% of Lehmcn' s exposure to the ocquisition wro syndicatEd prior to the completion of the commitment 

+ Lehman' soriginal committEd exposurewas$11.5 billion, which was comprised of $9.1 billion of debt1, $2.2 billion of bridge ~uity 
and $250 mi IIi on of permanent ~ui ty 

+ The Firm has rEducEd its exposure to $5.8 billion<1l through the following: 

- Fannie Mae purchCI3Ed $7.1 bi IIi on of the total debt on 10/5/07 

- FrEddie Mac purchCI3Ed an additional $1.8 bi II ion of debt on 11/1/07 

- A 90% interest in 16 select OrcngeCounty I San Die;Jo properties has been sold, generating net proceeds of $1.4 billion 

- $1.4 billion of existing debt end $370 million of preferrEd ~uity was assumEd 

($in billions) 

25 $24.31 

20 

15 

10 

Lehman Brothers' Share of Archstone-Smith Distribution 

Partners Share 

$3.3 

$0.9 $0.7 

Freddie Mac 

$0.8 

Current 
Position 

I 

I 

I 

I 

i Forecast for Forecast for 
: Nov/Dec' 07 Dec' 07 

l 
$0.7 

l --I i ~:::::::; ; .. $0.5 
"'"" .............. .. 

Forecast for Dec -
March '08 

$0.2 $1.9 

Forecast for 
March- Oct '08 

l 
5 Asset Sales Assumed Debt I i - .. --.. -.. --.. -~ .................. ·~ $2.0 

Preferred Equity i Bank Loan 
i Synd1cat1on-

0 

1. lncludesshareof $750 rrillion revolver corrrritment. 
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Phase I 
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Mezz Loan Development '· • • ·- • • • • • 
Syndication Loan Repayment Bank Loan 

Syndication­
Phase II (1) 

.................... . . 
Bridge Equity 
Syndication 

$0.5 

Final Equity 
Hold 
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Spread Widening Risk: Global CMBS Business 

For the Commercial Mortgage Backed Securitization (CMBS) business, the Firm utilizes 
stress scenarios, similar to previous events, to determine the worst-case losses. The 
scenarios below reflects two of the most severe stress scenarios 

Event Stress Scenarios and Impact on CM BS Positions as of September 30, 2007 

Spread Widening Assumptions 
AAA 
BBB 
Bel ow Investment Grade 

Impact of Spread Widening 
us 
Europe 
Asia 

A"ofit/(Loss) 

Scenarios 

Credit Crunch 
36bps 

255bps 
300bps 

(74) 
(142) 

(36) 
(252) 

Rating I Default & 
HF Risk 

12bps 
80bps 

130bps 

(29) 
(26) 

(6) 
(61) 

Note: I mpcd: of spread widening is net of unrealized Pnl. US and European spread wideni ngs based on regional levels. 

• Credit Crunch: Widening of credit spreads issimila- to, but is not limited to, what wro seen during July-August 2007. 
M ortga;Jes docl i ne si gni fi ca1tl y. Most other ma-kets experience a flight to quality move, EM G credit spreads gap, fx carry 
trades unwind. 

• Rating/Default and Hedge Fund Risk: Significant rating risk (e.g. GM), one name default in COX or HVOL coupled with 
hedge fund blow -out on structured crEdit products causi ng panic sell i ng, si gni fi cant market wi deni ng with CDS basis gapping 
out (modeled after the period Jul 18, 2002 - Aug 2, 2002) 

LEHMAN BROTHERS 
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Stress Test: Global PTG Assets/Bridge Equity/Bank Loans 

The portfolio is stressed for a significant downward valuation movement similar to 1991-
92 and flat 10% decline in property values 

Projected Portfolio Profit/(Loss) Scenarios ($M M)- As of 10/31/07 

P& L Estimate 
Total 

Profitability at Potential 
Stablized Profitability on 

USPTG/BridgeEquity/Bank Loans(1
J Value Current Value 

Proceeds avai I able to Lehman 
Firm Cost Basis 
Profit!( Loss) 

Europe PTG and Bridge Equity 
Proceeds avai I able to Lehman 
Firm Cost Basis 
Profit!( Loss) 

AsaPTG 
Proceeds avai I able to Lehman 
Firm Cost Basis 
Profit!( Loss) 

Proceeds avai I able to Lehman 
Firm Cost Basis 

Total Global 

22,492 15,355 
18,936 14,215 
3,556 1,140 

3,547 2,335 
2,961 2,135 

586 200 

4,817 4,555 
4,334 4,334 

483 221 

30,856 22,245 
26,231 20,684 

4,625 1,561 

1Q91 to 
4Q92 

11,003 
12,310 
(1,307) 

1,483 
2,135 
(652) 

4,160 
4,334 
(174) 

16,646 
18,779 

(2,133) 

10% Decline 
in Current 

Value 

11,796 
12,310 

(514) 

1,560 
2,135 
(575) 

4,178 
4,334 
(156) 

17,534 
18,779 

(1,245) 

Stress Scenario 
Archstone Bridge Equity 

1Q91 to 
4Q92 

1,825 
1,905 

(80) 

NA 

NA 

1,825 
1,905 

(80) 

10% Decline 
in Current 

Value 

1,521 
1,905 
(384) 

NA 

NA 

1,521 
1,905 

(384) 

Total 
10% Decline 

1Q91 to in Current 
4Q92 Value 

12,828 13,317 
14,215 14,215 
(1,387) (898) 

1,483 1,560 
2,135 2,135 
(652) (575) 

4,160 4,178 
4,334 4,334 
(174) (156) 

18,471 19,055 
20,684 20,684 

(2,213) (1,629) 

(1) Assumes US losses have been offset by $285MM for Archstone and $75M M for other US Bridge Equity due to the clawback of Sponsor's asset management fees 
and promote 

+ With a 10% decline in property values, including the embedded value that we already take into account, we foresee a loss in an orderly liquidation of $1.6Bn 

+ With an orderly disposition, we expect to generate a profit of $1.5Bn 

+ The cost basis of the portfolio is currently $20.7Bn. The expectation is that investments will be made in the underlying assets to increase there values. We expect 

that these investments will increase the cost basis to $26.2Bn and will allow the Firm to harvest $4.6Bn in profits 

+ The assets detai I ed incorporate the majority of the equity and debt investment reported as I ess I i quid assets along with CM BS bridge equity positions 

LEHMAN BROTHERS 
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Historical Global CM BS Bookrunner League Table 
2007' 2006 2005 2004 2003 2002 

Global 
Lood Underwriter (b1l) Lood Underwriter (b1l) Lood Underwriter (b1l) Lood Underwriter (b1l) Lood Underwriter (b1l) Lood Underwriter (b1l) 

Rank 

Morgan Stanley $37.6 Morgan S:anl ey 

2 Wachovia $28.2 CSFB 

3 JPMorgan $25.7 Wachovia 

4 

5 

6 Merrill Lynch $20.3 Deutsche 

7 Deutsche $16.8 Merrill Lynch 

8 BolA $14.8 BolA 

9 Citigroup $14.1 Citigroup 

10 RBS Greenwich $13.9 RBS Greenwich 

Top 10 Totals $217.4 Top 10 Totals 

Global Totals $265.8 Global Totals 

Lehman Lehman 

Market Share 8.9% Market Share 

* 2007 totals refl eel YrD totals as of 9/2/J/2007. 
Source: Corrrrercial MortgageAiert 

LEHMAN BROTHERS 

$35.5 Morgan Stanley 

$29.0 JPMorgan 

$27.1 CSFB 

a 

$23.5 BolA 

$21.1 

$19.2 Merrill Lynch 

$18.9 RBS Greenwich 

$13.1 Citigroup 

$239.0 Top 10 Totals 

$299.2 Global Totals 

Lehman 

8.2% Market Share 
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$33.0 Morgan S:anl ey $16.7 Morgan Stanley $14.2 Deutsche $12.5 

$23.5 CSFB $13.6 CSFB $11.3 CSFB $11.3 

$22.8 

$21.1 

$19.1 BolA $11.8 JPMorgan $8.1 JPMorgan $8.2 

$18.4 Citigroup $11.5 Wachovia $6.7 Citigroup $6.1 

Deutsche $10.6 Gal dman Slchs $6.1 BolA $4.9 

$14.7 Wachovia $7.9 BolA $5.6 Bear S:earns $4.2 

$12.3 Bear Stoorns $7.6 Bear S:earns $4.7 Wachovia $3.9 

$10.8 Merrill Lynch $6.0 Merrill Lynch $4.6 Merrill Lynch $3.7 

$193.5 Top 10 Totals $110.3 Top 10 Totals $83.6 Top 10 Totals $75.9 

$238.6 Global Totals $127.6 Global Totals $98.7 Global Totals $95.0 

Lehman Lehman Lehman 

7.4% Market Share 9.6% Market Share 11.3% M arket Share 11.2% 
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CMBS Delinquencies: Historic Persp~tive 
Historic low delinquency rates 

ChJrt A- Delinquency Rate-s: Subprime vs. CommerciJI (€0+ d.a~·) 
by doll :Fir securitized 

12.0% +--------------------------------------------------------------'-

10.0~~ +------------ --------------------------------------
8.0~~ +------

6.0% I- - ------------------------------------ ------· 

-1..0~:~ +----------------------------------------------------------------1 

-:::MB.S 
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