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Lehman Brothers

" Pre-Tax .
3 . .
Capitat Markets ] Bankin, Investment Management
fotal total total totat total tatal total totat total total total 1otal
Globat Global Direct Globat
Asset tnvestment Tradng Principal Principal  Opportunities P Mortgage
FiD Equites Mark P Management les ___ Strategi tvestments G Corporate ital Divisian DAG Back Office. Non-Core | Totat
BPM Revenues (4385.8) 6649 1527 788 (420.3) 759 135 22 138 03 00 o4 15029 903241
BPM Expenses
Diret Comp 538.62 28070 81033 25013 3.7 (69.56) nsa 007} 1065 707 7492 - 457.45 3568 195041
Si_Oirect NPE 198.44 166.38 4B fRTY 2231 2r 247 028 990 059 5498 0.01 37143 3300 g70.70
Tota) Directs 73706 44708} - 118415 32326 - 386.07 (66.84) 193 020 1156 766 129.10 0.0 820.89 6860 29211
BPM Alincations
Alloz Comp Cormp Allocation 12627 19521 52148 (69.69) 43.07) 525 461 110 202 0.5 (67.33) 0.00 (50127 5.94 {0.05)|
Allot NPE NPE Allocgtion 2812 15628 434,00 2865 28.25 EET] 201 039 1.1 031 {60.67) 0.00 @ra11 (104.00) 003
Total Alloc 605.00 35049 955.49 ($1.09) - 4.82) 256 661 149 3 046 (121.99) .00 87537 (88.09) ©.02)]
Total 8PM Comp Experses: 864.90 ar5.92 134081 180.44 - 260.70 (64.3%) 406 103 1268 2 679 000 (43.87) AT.62 185037
Yotz BPM NPE E; 5 47796 21,56 73882 . 6.0 15569) o0 2. ¥
Tota! Y{ Totat BPM Expenses 1.342.08 79757 213383
D82
5 R[]  (Ae100)
saca e Y AL (] 149.5%,
0%
SEGMENT DATA
ment Revenues 14.603) 454 4.1
ovenve acjustmants am @m 7
R Corporate Allacation % 159% -te% 4%
SEGMENT EXPENSE ADJUSTMENTS
aoccoms ORGSR . ; . . . . . . . . . . 3 ; . . .
At Comp R 2] - - - B - - - - - - - - . - - - - .
Adioc Comp Glibal Trading Strategies - Comp (16.1) (48.2) (643)f 643 -
Alloc NPE Gipbal Yrading Strategies - NPE 15 45 60 (60) -
Total Global Trading Strategies - Total (14.6) (43.7H (58.3) 583 10.0)]
Atoc Comp GPS - Comp 41 [X] @ -
Alloc NPE GPS - NPE 45 43 (45) -
Totst  GPS-Toul BS B 85 85) (0.0
Alioc Comp Direct Principal tnvestments - Comp 10 10 (1.9 .
Alloc NPE Direct Princigal NPE 07 27 107 -
Toa!  Direet Principal Investments - Total 1.7 17 nn N
Allac Comp GOG - Comp 127 127 w27 -
Alloc NPE GOG-NPE 20 20 (2.0) -
Total GOG - Total 117 147 a4en ©.0)]
Alioc Comp PIP - Comp 72 72 12) -
Allsc NPE PIP- NPE 08 05 {8.9) .
Totat PIP - Tows! 81 LAl {8.1) .
Alloc Comp Mortgage Capital - Comp 88 88 {6.8} -
Allac NPE Mortgage Capéa) - NPE B7) 7] 57 5
Tow Mortgage Capital - Total 11 - 1.1 n ©.0)|
Alloc Comp DAG - Comp 00 0.0 ©0) .
Alloc NPE DAG - NPE 09 0.0 ©9) -
Total  DAG- Towal 00 0.0 ©0) N
Atioc Comp interest an Buddings - Comp -
Alloe NPE Interest 0 Buildings - NPE -
Total Intesest on Buildings Allocation L gt -
Afioc Comp Back Office - Comp %95) 65 X 92 B (3 5 39 41 96 1 428 00
lioc NPE Back Offica - NPE 42} 04 B8 06 - L] o1 02 03 06 27 00
Totat ~Back Office Allocation (X)) 73 ©6.4) ) B 93 [ 4z 7] 102 J w 00
Alioc Comp Banking Related - (15.6) 242) A2 -~ .
Afloc NPE Banking Related - NFE. S| (107 102 102 - R
Totd  Banking Related - Total (254) [0 ua 44 T
Aboc Comp Banking Capital Markets (Comp) man - atn "y - "z - - - - .
Alioc Comp Etiminats Ressarch - Comp 353 a3 353) .
Allot NPE Eliminate Research - NPE 238 na {238 )
Total Eliminate Research Adj 591 581 (s9.1) N
\
Alloc Comp IMD Pitncipal tveritory (Comp) - - - - - - - - 0 0" -
Alioc Comp 190 19.0 (19.0) I (0 .
Alloc NPE 19 10 19 .
Toit  Private Bquity Bxp - Totl no 2t0 2190 N
Alioc Comp PiM - Sales Credits - Comp s (47.8) (94.5) 05 - @©s) 949 .
Alloc NPE PiM - Sates Credits - NPE (172) (28.3) (45.5) (1) @2) @3 478 .
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Lekman Brothers

P -+ Pre-Tax
03 C ;
[ Capital Markets ] Banking ] Investment Management
tatal total total total total totat total total total total total total
Giotal Giobal Oirect Global
Capd Banking [ Pricate Ascet Investment Trading Principal Principal  Opporhimities L3 Morigage
FD____Equi Marke Ohvision _Efimi i Equity PiMg Stalegies __ Strategles Group Compomte _Capital Division OAG __BackOffice NonCore | _Tolal Lehmand
Towl  PIM- Sales Credits - Total (0.6) (22) @) [T aneYTY . (00
‘
Afloc Comp PIM - tn DMsion Cost Alloc - Comp 186 iR -
Alloc NPE. £1M - tn Division Cost Afloc - NPE Y7z 90 90 |5 -
Tow  PIM- InDivisian Cost Alloc - Towl ‘\m s -
Afloc Comp Total  PIM - Comp Uplift Adj - Comp 101 B0) 50 - - 61 G (0.0
AmcNPE Total  PIM . Execution es from Corp to IMD - - - - - . - - an .n 17 -
M Banking Referal Fees . . - - - . . - . - -
WS R et s A e - - - . - - - -
Alloc NPE GLG Adjustment . . - . - . R N . R . -
Allot NPE nron Seftietment - - - - - - - - . . - -
Alioc NPE Legal Settlements - - - - - - - - . - - -
Afloc Comp 1BD CAF C - - - - - - -
Totat Other - - - - - . - N - N N - - - -
Allac Comp YTD True up - Comp N
Alloc NPE VTD Trve up - NPE -
Total YD True up ol BPM Allocation L -
mp ECORPAH I Rey Wl SR g 250 - 125 - . az . 42 “16) -
Alioc NPE NonCare NPE Alocation Adj (524) - 87 - 3 3 ‘*I—n-»\.»’, 894 -
\W NonCere - Comp {0.00) 0.00 0.0)! oon - 0.00 0.00 000 00 0.00 -
Alloc NPE Non-Core - NPE .01 0.00 {0.0) 000 - 0.00 000 000 o - 0.00 =
Tota Corporatz - Total ©0) 0.0 00| 00 - 00 oo [1) 0o 00 -
I ~
Alloc Comp Pre-Clase Adj- Comp 159 96 255 1.3 23) (38} 547 {20.4) 40 (21.9)] (0.0000)
AbocNPE Pre-Close Adj- NPE (1201) 164 103 204 210 e 33 313 28 622 J i 0000}
Totl  Prior Quarter Pre-Close Adjustment {1042y 2.4 (182) 192 186 g @1 103 316 403 R A - - - - o8
b = =
‘Atioc Corr{ Total Comp Adjustment RIS w@ize (13927 2066 17.35) B2 TZ®) 11658 6431 @08 103 12:68) w22} (G 000 81 w62z .00
Alloc NPE] Total NPE Adjustmen {20387y 1351 (190.35" 1143 1879 173s 148 Bz 80 107.71 {603) {448) {067} {201y 099 SE9 . {oon 267 7103 {0.09)
Total T4 Total (321.36) 824 62 2922 1140 4053 {2148 10.67 19959 188.98 58.28 (854] (1.70} (14.69) (8.11] (110) {5.01 4649 2941 - {000
SEGMENT SUMMARY
ment Revenues 14.802.85 asas0]  p0140.46) 61122 - s11.22 99.09 259.94 27435 634.03 - - - - - - - - - (2,%03.212
Total Segment Comp Exponses. TAT 38 4526] 120154 5300F (12215)] 40656 57.30 168.09 11658 185037
Total Segment NPE Expewes 27330 ELoR 60047 14102 .03 1B® 2024 12501 8301 $70.73
* [Total Segment Expenses 102058 sy | 181001 57103 (130.1 54035 s 29310 199.59 - 232110
(XL e (S} REEERN TR Y 07 |5 AT B2
3 5% S AL s 2006%
Pre-tax Less Previous Quarter Adj {5727.76) (30886)  (603662) (40.66) 14883 108.47 2018 {22.30) 10626 104,14 - - - - - - - - - (5.824.31}]
Margin Less Previous Quarter Adj 1244% £8.0% 145.5% £7% 0% 17.7% 207% 2.6% WBI% 16.4% 00% 00% 0.0% ao% o00% 00% 0.0% 00% 00% 2006%
Varisnce 23% 57% 19% at% (13 62% 21% £2% 11.5% 6.4% 00% __o0%  00% 0.0% 00% 00% 0.0% 00% 0.0% 0.0%
[Sear ~29.0% 68.6% 519% SITHh
68 383.60 665.85 (124.16) 8473 u62s e
4523 2 19432 (4099) 213% 877 7047
{424.69) (70.56) 13565 (1.00) 743 2745 (34.66)
16194 (41.93) 4330 (33.96) 112 (86.24} (12:64)
Total Segment Comp Expenses 81596 48050  1dosus 6131 (1374)  4%9ss 0.z 180.88 142 ]
Totat Sogment NPE Expenses 39183 3249 70642 w22 @7 16845 2249 12741 7348 72338
168.60 3533 20353 8.2 0.41 2n 122 1278 2186 5397
18,64 (22.68) 596 12320 (B1.14) 208 225 240 953 (“.e8)
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Balance Sheet and Capital Trend

2008 2007
Q3'08 Q2'08 Q2'08 Q1°'08 Q4'07 Q3'07 Q2°'07 Q1'07
Proforma*
ASSETS:

1Gross Assets 600,000 645,432 639,432 786,035 691,063 659.216 605,861 562,283
Less:

Scgregated Cash & Sceunities 12,000 13,031 13,031 16,569 12,743 10,579 7,154 6293

Reverse Repos 175,000 169,684 169,684 210,166 162.635 144,774 130,953 131,8%

Sccurilies bormowed 98,000 124,842 124,842 158,515 138,599 142,653 126,435 119,766

Goodwill and other intangibles 4085 4,101 4,101 4,112 4,127 4,108 3,652 3.531

[Net Assets 310,915 333,774 327,774 396,673 372,959 357,102 337,667 300,797
LONG-TERM CAPITAL:

Senior Notes 3N 110,553 110,553 112,128 108,914 106,807 91,4313 83,536
Subordinated Notes 12308 12,625 12,625 11,18} 9259 8,610 4,864 4,226
Junior Subordinated Notes (Trust Proferreds, ECAPs ctc) 4919 5,004 5,004 4,976 4971 4914 4,52 3013

| Long-Term Debt (Excluding Current Portion) 114,600 128,182 128,182 - 128285 123,150 120,331 100,819 90,775
Corrrmon Steckholders’ Equity 19,450 23,283 19,283 21,839 20,395 20,638 20,034 18910
Preferred Stock 8.993 8,993 6,993 2993 1,095 1,095 1,095 1,095

Total Stockhotders® Equity 28443 32276 26276 24,832 22490 21,733 21.129 20,005

|Total Long-Term Capita) 143,043 160,458 154,458 153,116 145,640 142,064 121,948 110,780
Tangible Equity Capital:

Tolal Stockholdcrs' Equily 28,443 32,276 26276 24,832 22,490 21,733 21,129 20,005
Junior Suboerdmated Notes 4919 5,004 5,004 4,976 4,978 4914 4,52 3,013
Less: Goodwill and other intangbles (4,085) 4,101) (4.101) @112 4427 (4,108) (3.652) (3,531}
Less: Hybrd Equity disqualified from leverage caleulation - - - - (238) {375) (LD -

[ Tangitde Eguity Capital 29277 33179 27179 25696 23,103 22,164 21881 19488
Grass Leverage 21.1x 20.0x 243x 3L7x 30.7x 30.3x 8.7x 28.1x
Net Leverage 10.6x 10.1x 12.1x 15.4x 16.1x 16.5x 154x 1543
Common Equity 19.450 23263 19,283 21,839 21,385 20,638 20034 18910
Book Value Shares Cutstanding 127 706.6 563.7 553.6 425 539.0 539.3 533.0

[ Boek Value per Share 527293 $32.95 33421 $39.45 $39.44 53829 33715 $35.18
Book Valuc per Share Qir over Qtr % A -202% -16.5% -33% 0.0% 3.0% 3.1% 5.7% A8%
Book Value per Share YTD % A -303% 16.4% -133% 0.0% 16.6% 13.0% 9.7% 3%
Tangible Common Equity 15,366 19,182 15,182 17,727 17,268 16,530 16,381 15379
Book Vajuc Shares Quistanding 7127 706.6 563.7 553.6 5425 539.0 5393 $38.0

l Tanpible Book Value per Share 52156 327.15 §26.93 $32.02 $31.83 $30.67 $3037 $28.59
* Q2 '08 Proforma for $4bn Common Equity and $2bn Mandatory Convertible Preferred issued in June.

97912008 9:27 PM
LEHMAN BROTHERS Balance Sheet/Capital — Q3 2008 1
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Detailed Capital Trend

TN

Quarter Trend YID | | YTD |
Q3 08 Q2 08 Q1'08 Q4 '07 Q3'07 2008 | | 2007 ]

Change ir LT Debt (S billions)

Beginning LT Deix (ex Current Portion) 128.2 128.3 1232 120.3 100.8 1232 812
New [ssues 35 146 18.2 17.8 28.5 36.3 659
Rolling tnto Current Postion/Buybacks (12:6)] (1) (14.0) (14.2) (14.5) (103} (40.8) (27.2)
FAS/FX Adjustments {4.3)} (2) ((1_61 1.1 (0.5) 1.3 {.1) 0.4
Net Change in Long Term Debt (13.6) ©.1) S 28 19.5 (8.6) 392

L[;)uﬁng LT Deit {ex Current Portion) 114.6 1282 1283 1232 1203 114.6 1203 |

Change in Stockholders' Equity
(S millions}

Beginaing C Stockholders® Equity 19,283 21,839 21,395 20,638 20,034 21,395 18,09
FAS 157/ FIN48 Adjustment to Opening Retained Eamings - B (178) . - (178) 67
Adjusted Beglnning Comumon Stockholders' Equity 19,283 21,839 21,218 20,638 20,034 21218 18,163
Common Dividends 7 %) ©9) (80) (19) (305) (239)
Preferred Dividends (163) (99) (24) (n an (286) (50)
Treasury Stock Repurchases (see page 7) [R5 (107) (765) (330) (637) {1,008) (2,848)
Tax Credit related to RSU issuance and options 23] (3) 1) 45 149 3] 13 284
RSUs & Options Amortization 444 444 35 329 315 1,823 1,624
Proceeds from Options Exercised 2 99 106 91 “ 206 352
Fx Translation Adjustment/Other 84 @ (16) (70) (5) 6)) (6 8 @ 45
FAS 158 Adjustment - . - (210) - -

Issuance of Cormon Stock 4,004 - . - - 4,004 .
Net Income {3,927)) 2.774) 489 886 887 (6212} 3,306
Net Changes to Common Equity 167 (2,556) 622 758 604 (1,767} 2474
[_Total Commen Stockholders’ Equity 19,450 19283 21839 21395 20,638 19450 20,638 |
[[PreferredStock 993 6,993 1,095 1,095 1,095 8593 1,095 |

{Total Stockholders* Equity 28,443 26276 22,934 22490 21,733 28,443 21,733 |

|Total Long-Term Capltal 143,043 154,458 151219 145640 142,064 143,043 142,064 |
(1) Includes $(7.1)B due to debt buyback and 5(52)B due 10 debt rolling inte cutreat portion.

(2} Inctudes $(1.9)B due to FAS adjustments and $(3.7)B duc to FX moverment a5 EUR and GBP depreciated against USD in August,
(3) Q3 Tox charge to equity, duc to grant vs. issuanice share price spread.
(4) MTM valuation on strategic hedge porifolio, nade up mostly of EUR forwards, Material fluctuation a result of the EUR depreciating against the USD by 5.4% in August.
(5) Includes & one-time charge of $(42)mm related to the Series J Preferred Stock issuance
(6) Includes $(58)nmn of Other Cormprehensive Income related 1 non-CTA hedging
9792008 9:27 P'M
LEHMAN BROTHERS Balance Sheet/Capital — Q3 2008 2
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Common Stock Equivalents for EPS

| Welphtcd Shares for EPS |
YTD @
3Q08 2Q08 1Q08 Q407 3Q08 FY 07 FY 06
Common Stock Equivalents
T/S Mcthod-Options {A) 09 124 18.4 19.8 106 236 2.1
TS Method-RSUs (®) 2.0 0.1 29 13 1.7 4.1 63
2.9 12.5 21.3 211 12.3 277 354
Avg Qerly Closing Stock Price S20.28 $43.11 §59.42 $60.43 $20.28 $60.43 SN
Opdions I N
# of Options © 587 9.7 633 656 587 656 B4
# of Dilutive Options ) 2313 512 55.5 $9.0 33 59.0 80.6
Avg Proceeds Per Options Dilutive {incl. tax benefit) (€) 519.45 $3265 539.68 40,14 §19.45 §40.14 $48.05)
In the Money Per Options Dilutive 50.83 S1046 §19.74 $20.2% $0.83 52029 $25.96
CSE Impact Q1 184 268 30.2
CSE Impact Q2 124 25.1 0.1
CSE Impoct Q3 09 27 217
CSE Impact Q4 19.3 28.3)
CSE {mpoct YTD 106 2.6 291
RSUs l
# Unvested RSUs [(3] 70.9 55.7 66.0 351 w09 35.t 352
# Unvested RSUs Dilutive (&) 14.9 36 184 17 149 237 152
Avg Proceeds Per RSUs Dilutive (ncl 1axbenefit) ()] §17.44 541,78 $54.98 S50.48 $17.44 $50.48 $59.38
In the Money Per RSUs Dilutive S2.84 $1.33 X $9.95 $2.84 $9.95 $14.13
CSE Ipact Q1 29 717 7.7
CSE Irpact Q2 0. 438 7.5
CSE lmpact Q3 2 27 49
CSE lmpaet Q4 13 5.6]
(CSE lmpact YTD L7 4.1 6.

(A) Decrease due primardly W lower stock price and exereises for the quarter.
{B) Increase duc 10 new Equity Awards granted on 7/1/08 offse( by decrease due to smorzation and lower stock price.

{O) Dx dueto ises and

s for the quarter,

(D) Exereises plus cancellations forthe quarter plus lower stock price causing more options to be "out of the maney™,

(E) Decrense due 1o lower stock price, panially offset by which options exercised during the quarter (S] merease does not equate to S) in proceeds due to tax effects),
(F) increase due to new Equity Awards granted on 7/1/08 offset by decrease due to amonization,
(G) Increase due to new Equity Awards granted on 7/1/08 offsci by lower stock price.

(1) Decrease primarily due to lower siock price.

LEHMAN BROTHERS

Balance Sheet/Capital — Q3 2008

99RNS 9271 PM
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Shares Outstanding & Weighted Avg. Shares for EPS

E ESTINATE, —1 | wxm‘mlgus_ﬂ__r_q
{ 3008 | 2008 | ] 1008 | T Q407 T T Fvor [ Fvos | [ 3Qos | 2Q08 | 1Qo8 Q407 FY07 FY06
Beginning Balance Shares Qutstanding (Includes Vested
RSUs) 563.7 553.6 5425 539.0 5342 546.0 5593 551.5 Qs 5404 5342 546.0
Activily:
Issuance of new eommon stock setiled 6/12/08 143.0 1259
Esgk Lnergy & Grange Sccuritics - - - - 0.9 - - . 0.1 0.6
RSU amonization iL2 (F) 85 202 (A) 54 2 152 96 10,9 13.8 (A) 5.1 217 100
Buybacks (el tonders) (6.9) (G) Q@n (13.0) (B) (53) (43.0) (52.9) (5.5) (1.2) (6.8) 5.7 (26.3) (25.9)
Option exercises 01 (H) 39 35 (O 34 15.4 25 15 4.1 20 21 9.4 12.9
Qther msse L6 (1) 0.4 0.4 - 0.8 {0.6) 04 - - - - (0.0)
Subtoul Net Change & Period 143.0 10.1 L 3.5 83 (11.8) 119 1.8 9.0 22 63 {3.0)
Ending Shares for BV (Basle Shares) 127 (D) 5637 $53.6 5425 542.5 5342 691.2 559.3 5515 542.6 5406 5430
T/$ Method-Options- actual vs. diiicd 58.7 59.7 63.3 65.6 65.6 814 09 124 184 198 2.6 29.1
T/S Method-RSUs- actual vs, diluted 709 55.7 66.0 351 351 352 21 0.l 29 13 4.1 63
Shares Quistanding + CS Equivalents (Diluled EPS) G342 57.8 5728 6.7 5683 5784
Ending Shares for Book Value (Busle Shares)
Camyman Stock Public 5928 4554 452.0 459.4 459.4 4684
Vested RSUs Included in RSU Trust 96.2 (L) 97.3 99.4 72.5 T2.5 64.9
Comeman Stock Qutstanding 689.0 5527 5514 5319 5.9 5334 6748 5528 521.9 5308 530.7 534.9
Vested RSUs Not Yet in RSU Trust 2.7 1.0 2} 10.6 10.6 09 16.4 6.5 23.6 118 9.9 81
Shares for Baok Value (Basic Shars) 7122 563.7 553.6 3425 425 5342 6912 5593 551.5 2.6 540.6 $42.0
(A} Large mnerease in QU 08 fom Q4 07 due tu uppruxmately 113 mil shares being amonized in Doc 07 for Full Carcer smployees (9.6 million shares on o weighted basis (orQI).
(B) Icrease on on unweighted basis in Q! 08 Gom Q4 07 is duc to substantidl amount of buybacks o QL 03,
{Q) Increase in Q1 08 from Q4 07 on an unweighted busis is due to increase of option exxreises in QI 08,
(D) Shares for Book Vakse « Bahince per Copitalizution Table, mnus RSU Trust (o ovoid doubke<ounting), plus amantized 10 date, kess issuance to date. Plus this quaner 143 mll shares of new commun stock,
() RSU Trust bakinge @ 08/31/08,
() Incroase i IQUE from2QO8 was due 10 the amortization of the new equity ewands granied on ¥ 1403,
(G) Increase on an unweighled basts in Q3 08 Gom Q203 is duc to increasc i smount of buybacks i Q3 0K,
(H) Decrensc in Q3 0B from Q2 08 an an unweighled basis is due to degease & option exerces i Q3 03,
) Othermisc & primorly dividend reinvestments- 2.4 million shs in JQOR.
9/9/2008 9:27 PM
LEHMAN BROTHERS Balance Sheet/Capital — Q3 2008 4
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Balance Sheet - Gross and Net Assets

Month End Gross Assets Manth End Not Assets
Lehman Brothers ) . . tehman Brothers :
Balance Sheet Draft4v2 Final Quartery Quartsrly Balanca Sheet Dreft4v2 Final Quartsrly Quarterly
Consolidated Aug-08 May-08 Inc/{Dec) %Change Consolldated Aug-08 May-08 Inc/{Dec) %Change
Clobal Rates 94,217 88,185 6,031 6.84% Global Rates 47,277 37,938 9,338 2461%
High Grade Credit 9,788 10.884 (1,085), -10.07% High Grade Credit 7412 8.600 (1.187) -13.81%
cDo 8271 7,785 485 823% cDo 8,105 7.619 486 6.38%
Securilized Products 52,645 51.292 (8.647)) 14.11% Securilizzd Products 49,996 57,435 (7.440) -12.95%
Real Estate 51,519 59,852 (8.333) -13.92% Real Eslate 51,105 58.242 (7.138) 12.25%
High Yield 11,880 16,219 {4.239), -26.14% High Yield 11,008 15,047 (3.949) +26.25%
Municipal Bords 6,550 6,460 90 1.39% Municipal Bonds 6,179 6,047 132 2.18%
Energy Trading 64885 5847 1,038 17.76% Energy Trading 6,569 6,562 1.028 18.48%
Global Foreign Exchange 3,802 4,487 (665) -1526% Glabal Forelgn Exchange 3.802 4171 (368) 8.84%
FID Comorate 8962 10237 (1.276) 1246% FD Curporatle 2,035 2973 {938) +31.55%
{lnsurance Products Groups 0 0 [ 0.00% nsurance Products Groups 0 0 0 0.00%
FID Comp Loars 2944 3,744 (800) 21.37% FI Corp Loans 2,606 3,705 (1.099) -29.66%
Investment Banking Division Loans 2,994 5,567 (2,573) 46.22% Investment Barking Division Loans 2,985 5,559 {2,573) -4629%
Total FiD Core 260,557 280,559 (20,002) -7.13% Total FID Core 199,188 242,897 (13,708} -5.44%
Total FID Prime Services 119,845 89,786 30,059 3248% Total FID Prime Services 9,636 3283 6,353 193.54%
Total FID 380,402 370,346 10,057 212% Total FiD 208,825 216,180 {7,355} -3.40%
Execution Senvices / Liquid Market 7.728 11,481 [3.752) 32.68% Execution Services / Liquid Market 5,600 7,356 (1,756} 23.87%
Cornertibles Praducts 1,779 2817 {1.038) -36.86% Corvertibles Products 1,285 2,153 {867} 4029%
Volatility 25829 27,770 (1,941) 6.99% Volatility 22,551 23,150 (599) -2.59%
Equiies Strategies (Proprietary Products 4,811 2979 1,831 6147% Equities Strategies (Proprislary Products 2,871 2,187 583 N24%
Firm Relationship Loars 2288 3,586 {1,298} -36.19% Firm Relationship Loans 2,268 3,586 (1.298) -36.19%
Equity Corporate 828 1,361 (534) -38.22% Equity Corporate 547 431 "7 27.15%
Total Equity Core 43,253 49,934 {6,731) 13.46% Total Equity Core 35,143 38,862 (3.720) 9.57%
Total Equity Prime Services 86,339 119,354 (33,016) 27.66% Total Equity Prime Sarvices 23,919 26,226 {2,307) 8.80%
Total Equities (1) 129,602 169,348 {39,747) -23.47% Total Equitles (1) 59,062 65,088 {6,027) -9.26%
Tetal Global! Princlpal Strat, 3737 5,808 {2,071} -35.66% Total Global Princlpal Strat 1454 1,601 (147} -9.17%
Total Global Trading Strat. 4676 4963 (287) $517% Total Global Trading Strat. 4389 4,644 (256) -6.50%
Global Opportunities Group 1216 1,127 80 797% Global Opportunitles Group 1076 979 97 8.94%
Dlrect Prinelpal Investments 1,582 2332 (748) 32.14% Direct Princlpal Investmsnts 1,582 2,332 (749) «32,14%
Total Princlpal Investing 11212 14229 (3,018) 2121% Total Princlpal Investing 8,501 9,555 (1,054) «11.03%
Asset Managemen 6,846 7,101 (259) -3.59% Asset Management 3,832 4,073 (247) -5.83%
Private Equity 5586 5,864 (278) -4.73% Private Equity 5371 5,649 {279) -493%
Total t(MD 12,432 12,965 (533) 4.11% Total IMD 9,202 9,722 (520) 5.35%
Imestment Banking Division 316 580 (265) -45.60% nvestment Banking Division 316 580 (265) -45.60%
Treasury 53.016 56,049 (3.033) 541% Treasury 10,220 8.972 1.248 13.80%
Corporate Other Assats / ivestments 16,463 15914 549 345% Caorporate Other Assels / irvesimonts 14,249 17,674 (3.425) -19.38%
Total Non-Core 68,794 72,543 {2,749) =3.79% Total Non-Core 24,785 27,227 (2.442) 8.97%
Yotal Non-Core 93,439 99,737 (6,299) 6.32%] |Total Non-Core 42,488 46,505 {4,016) -8.64%
Total Gross Assets 603,443 £39,431 (35,989) -27.07% Tota!l Not Assets 310,375 27,173 {17,398 -21.30%

Management Balance Sheet may not tie to the Press Release Balance Sheet.

LEHMAN BROTHERS

Balance Sheet/Capital — Q3 2008

9/9/2008 9:27 PM
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Principal Investing - Q3 2008 BS Analysis

Principal Investing - total net balance sheet $8.1bb

GTS - $4.4bb
® Total Equity positions of $3.1bb

- Largest positions are KSK ($.4bb), Navigator Gas (8.17bb), Meg Energy ($.13bb) & Anheuser Busch (8.1bb)

® Total Debt positions of $1.1bb
- HY Loans (3.18bb) GMAC (§.1bb)
® Aviation (TRS to R3) is $.2bb

GPS - $1.3bb
® Primarily LP & GP in R3 (31.1bb)
® Also includes BAWAG, Firth Rixson, and Loan TRS ($.2bb)

GOG - $1.1bb
® Total Equity positions of $.6bb
- SAC PEI Luxco ($1bb)

® Total Debt positions of $.5bb
- Daewoo Engineering ($.1bb), SAC PEI Luxco ($.1bb)

DPI - $1.4bb
® [P Investments in Hedge funds and & Private Equity funds ~8.8bb
- One Williams Street ($.34bb), Taj Capital ($.16bb), Ramius ($.13bb), Silverlake ($.1bb)
® Private Company Investments ~$.6bb
- TXU (8.3bb), First Data ($.15bb), Tokyo Star Bank (3.1bb)

LEHMAN BROTHERS Balance Sheet/Capital ~ Q3 2008

9/9/2008 9.27 PM
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Treasury Stock Buybacks

2008
Open Matket  Tenders for RSUs & i . Cumulative )
2008 Purchases Options Qtrly Shares Cumulative Shares Avg Price Avg Price Cost (§) Cumulative Cost (3)
Q 11,767,651 1,192,396 12,960,047 59.05 765,311,093
Q2 1,646,500 1,024,466 2,670,966 40.15 107,249,924
Q3 6,092,144 778,572 6,870,716 19.77 135,812,114
Q3IYTD 19,506,295 2,995,434 22,501,729 44.81 1,008,373,131
2007
Open Market  Tenders for RSUs & . . Cumulative .
2007 Purchases Options Qtrly Shates Cumulative Shares  Avg Price Avg Price Cost ($) Cumulative Cost (§)
Q1 19,500,000 1,475,273 20,975,273 80.05 1,679,045,013
Q2 6,455,600 745,405 7,201,005 73.83 531,660,307
Q3 8,500,000 1,073,753 9,573,753 66.58 637,381,251
Qu 98,923 5,188,276 5,287,199 62.43 330,061,026
Q4YTD 34,554,523 8,482,707 43,037,230 73.85 3,178,147,597
9/9/2008 9:27 PM
LEHMAN BROTHERS Balance Sheet/Capital — Q3 2008 7
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Debt Ratings and Credit Spreads

Q3 2008 Issuance Activity

SUB DATE MATURITY uso
FIRM TYPE ISSUED DATE CURR EQUIV. COUPON
Bank of America Vanilla  Float 07/30/2008 07/30/2009 USD 3,500 3ml+20
Bank of America Vanilla  Fixed 07/31/2008 07/31/2028 EUR 1,776 7.00%
Bank of America Vanilla  Fixed 07/31/2008 07/31/2028 GBP 2,213 7.00%
Bank of America Vanflla Float 08/06/2008 08/06/2009 USD 1,500 3ml+ 20
Bank of America Vanilla  Float 08/22/2008 08/21/2009 USD 575 3ml+20
Bank of America Vanilla Float 08/25/2008 08/25/20098 USD 1,500 3ml+ 20
Citigroup Vanilla  Fixed 06/25/2008 06/25/2038 GBP 1,568 6.80%
Citigroup Vanila Fixed 07/01/2008 06/30/2011 JPY 1,727 2.66%
Citigroup Vanilla  Fixed 08/19/2008 08/19/2013 USD 3,000 6.50%
Goldman Sachs Vanilla  Fixed 08/07/2008 08/07/2025 GBP 686 7.13%
JPMorgan Vanilla  Float 08/01/2008 08/21/2013 JPY 190 3m JP Libor + .95%
JPMorgan Vanilla  Fixed 08/01/2008 08/01/2011 EUR 1,775 6.00%
Lehman Bros.  Prefetred Perp  06/12/2008 usb 2,000 8.75%
Third Quarter 2008 (Quarterly)
Q3 saw a continuation of the credit crisis with respect to spreads for banks and brokers. It also Debt Ratings & Credit Spreads
saw a halt to benchmark issuance as GS was the only broker in the high grade issuance market
and that deal was only GBP350mm. Commercial banks were issuers throughout the quarter, ﬁmim f;;;;mm: ;;'I: ";,::;: ::m — s,’:;i -
albeit at a slower pace. Additionally, there was some capital issuance as well (see below for 24 RO 6% &M% LEH 480 35 210 WY M6 M I
details). sy M LM 6% GS 30 20 180 Gs M8 m M
1Y E31% 7.80% 6.63% M3 400 295 180 MSO218 137 n
Cash spreads widened out throughout the quarter and closed at the highs of the quarter, only :::: :;' :2 :;': c\;:‘: :l; :Z :
below the all time highs set in mid-March (Bear crisis). CDS levels also widened out B0A 35 @ 1% Boa ¥ 3
throughout the quarter but closed the period tighter than the widest levels seen in mid-August PM us as 10 VR TR
and early July. et 1510uh s
. .. X Liadliec 508 %3107 s&P Moody's
Negative sentiment and carryover from t'he credlt.cnsw pushed Lehman and Merrill to both o an . - GH A N o om
execute capital raises within days of their respective Q2 earnings annoucements. These o . "o GS AL A Am M
stemimed tide of widening spreads for a bit but only temporarily. MS 30 B no MS A AL AL M
MER a0 288 e MER A Al A R
Notable issuance for Q3:(see grid above). In addition to these, Lehman raised dbil and Merrill ::i ::; f:: 2 s:;: ': ::: : :
raised 8.55bil through commons stock offerings. JEVI 15 50 M A AF A W
91912008 927 PM
LEHMAN BROTHERS Balance Sheet/Capital — Q3 2008 8
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Liquidity Pool

¢ We ended 2008 Q3 with a $42 billion liquidity pool, down 6% sequentially and up 17% year over year.

+ Adjusted for the size of our commercial paper program, liquidity pool was up $1 billion sequentially
and $3 billion year over year.

Liquidity Pool ($ Billions Liquidity Pool And CP ($ Billions)

44.6

45

a2 CP 42
® Non-CP 36 35 X
34 BER
EreR ol
26
32 l
2003 2004 2005 2006 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q2107 Q307 Q407 Q108 Q2'08  Q3'08est.

‘07 ‘07 '¢7 '07 ‘08 '08 '08

LEHMAN BROTHERS " 1
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Confidential

Composition Of Liquidity Pool As Of Q3 2008

Amounts in millions Pledge Value*
LBHI LBI LBIE Total
Investment Type Pledge Value Pledge Value Pledge Value Pledge Value
New York Inv New York Inv Europe Inv Global Inv
1. Cash
Cash at Banks 3,378 - - 3,378
Other Cash Inv 553 - - 553
Money Funds 104 - - 104
Total Cash A 4,035 - - 4,035
2. Boxed Inventory
Private Label CMO's Lehman CLOs: ) 454 - 10 464
Corporates 1 3,020 - 785 3,806
Governments / Treasuries $4.1bn 16,963 1,187 9,470 27,620
Asset Backed 674 - 88 762
Equities 8 - 1,557 1,565
Agencies 3,811 - 17 3,828
Canadian - - 15 15
Total Boxed Inventory B 24,930 1,187 11,943 38,060
C&C Equivs Available to Holding Company (A+B) 28,965 1,187 11,943 42,095
Undrawn Committed Facilities
Chase Facility 2,000
European Facility 2,500
C&C Equivs Available to Holding Com pany 46,595

Notes:

*Pledge value = Market Value of the collateral * normal mkt haircut for each asset class

88% of the pool invested in cash and cash equivalents,
Govies, Agencies and E1 (major index) equities

LEP™1AN BROTHERS




¢L9¢¥0 0v6L003S HAT

"ONI SONIQTTOH SY3HLI0YE NVIRHIT A9 G3LSINOIY LNIWLYIHL TVILNIAIINOD

/\ '

_Asé—et Securitization As Of 2008 Q3

N

Confide lial

3 Billions CLO /CDO Investment Grade Positions and Funding Breakdown as of Aug 29, 2008
Original Current Funded by Holdings Funded by Bankhaus Funded by ECB Funded by Street Repo
Investment Investment Investment Investment Investment Investment
Securitizations Total Grade Total Grade Grade Mezzanine Grade Mezzanine Grade Mezzanine Grade Mezzanine

US.
Freedom (Now Unwound) 2.83 2.26 - - - - - - - - -
Spruce 1.87 1.46 1.18 0.77 0.77 0.17 - 0.24 - - - -
Pine 1.06 1.03 1.74 1.36 1.36 0.38 - - - - - -
RLT 1.66 0.33 0.73 0.29 - 0.45 - - - - 0.29 -
Sasco 3.43 2.05 3.05 1.66 0.21 1.38 1.45 - - - - -
Verano 1.80 1.35 1.74 129 1.29 0.27 - 0.18 - - -

12.66 8.48 8.44 537 3.63 2.65 1.45 0.42 - - 0.29 -
Europe
Excalibur 4.27 339 4.02 319 - 0.83 0.54 - 2.65 - - -
Thalia (Now Unwound) - - - - - - - - - - - -
Saphir 2.69 2.69 2.10 210 - - - - 2.10 - - -
EMF NL 2008-1 0.41 0.32 0.30 0.30 - - - - 0.30 - - -
EMF NL PRIME 0.31 0.31 0.27 0.27 - - 0.06 - 0.21 - - -
EMF UK 2008-1 0.67 0.59 0.40 0.40 - - - - 0.40 - - -
Mortgage Funding 2.02 1.73 1.65 1.53 - 0.12 - - 1.07 - 0.46 -
Leoforos 0.58 0.22 0.58 0.22 - 0.36 0.22 - - - - -
CLIO (aka Thalia I} 0.97 0.68 0.97 0.68 - 0.29 0.68 - - - - -
EMF NL 2008-2 0.42 042 0.38 038 0.38 - - - - - - -
Ruby 0.5] 051 0.51 0.51 0.51 - - - - - - -

12.86 10.86 11.18 9.58 0.89 1.60 1.50 - 6.73 - 0.46 -
Asia
KingFisher 1.31 0.80 1.57 0.96 0.96 0.61 - - - - - -
All Regions 26.83 20.14 20.19 1591 5.48 4.86 2.95 0.42 6.73 - 0.75 -

LEHMAN BROTHERS
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Unencumbered Assets

Confidential

¢ Market value of unencumbered assets stood at $122 billion at the end of 2008 Q3, $24 billion lower than at the end of

Q2. Reduction is driven by:

— $10 billion due to a reduction in customer collateral (shown in regulated entities)

- ~$5 billion due asset writedowns (mostly shown in unregulated entities)

— 39 billion due to net asset sales in unregulated entities

: Unencumbered Assets ($ Billions)

$ Billion Regulated Unregulated Total
2006 Q4 73 39 113
2007 Q3 (not public) 90 58 148
2007 Q4 96 63 159
2008 Q1 97 64 161
2008 Q2 87 59 146
2008 Q3 Estimate 74 48 122
0Q Change (13) (11) (24)
YOY Change (not public) (16) (10) (27)
LEF*1AN BROTHERS PRELIMINARY DATA . |
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§ Billions
2008 Q3 2008 Q2 Change
Regulated | Unregulated Total Repulated | Unregulated Total Regulated | Unregulated Total
MTS&TMS 25 15 40 26 21 47 (2) (6) {8)
Loan 1Q 6 10 16 6 19 25 0 9) 9)
ITS 42 5 460 54 4 58 {12) 1 (1)
Topsides 1 18 19 1 17 18 {0) 2 l
Total 74 48 122 87 61 148 (14) {13) (26)
LEHMAN BROTHERS PRELIMINARY DATA




G19Z¥0 0¥62003S™ IHE

"ONI SONIATOH SYIHLOYI NYINHIT AG A31S3N0D3Y LINIFW1LVIHL TVILNIAIINOOD

Liquidity Ratios

Confidential

$ billions
Holdings’ tiquidity pool at pledge value

Unencumbered collateral
Urrcgulated entities
Regulated entities

Total

Short-term debt per 10-Q disclosure
Short-term debt covered by Liquidity Pool per MD&A

Liquidity pool / Short-term debt per 10-Q
L. Pool +70% of Unreg Entitics Unencumbered Collateral / STD (per 10-Q)

Liquidity poo! / Short-term debt per MD&A
L. Pool + 70% of Unreg. Entities Unencumbered Collateral / STD (per MD&A)

Estimated Q0Q YOY

2007Q3  _2007Q4 _2008Q1  2008Q2 2008 Q3 Change Change
359 35.0 343 4.6 0.1 (25) 6.2
534 632 64.0 60.6 4.0 (12.6) {10.4)
90.0 95.5 96.9 §7.3 B.5 (13.8) (16.5)
1484 158.7 166.0 147.9 121.5 (26.4) (26.9)
263 28.1 345 35.3 30.5 (4.8) 4.1
229 237 30.2 24 2.1 (53) a2
136% 125% 9% 126% 138% 12% 2%
292% 282% 229% 247% 249% 2% 43%
157% 148% 114% 138% 155% 18% -1%
335% 334% 262% 269% 280% 1% -56%

LEF" 1AN BROTHERS .

PRELIMINARY DATA _|
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8 Q1 Competitor Benchmafking

Confide :al

LIQUIDITY COMPARISON
2008 Q1
$ billions

Short Term Borrowings

Current Portion of Long Term Debt
Total Short Term Debt

Holding Company
Liquidity Pool

Unencumbered Collateral
Cash Value of Unencumbered Collateral (at 30% haircut)

Liquidity Pool / Short Term Debt

Liquidity Pool + Cash value of unencumbered collateral / Short Tern Debt

Unencumbered Collateral outside Holding Chain (in Regulated Entities)

(1): Not disclosed. Assumed same number as in 2007 Q4

1

BSC LEH GS MS MER
8.5 160 49.5 26.0 18.3
96 185 233 354 66.8
18.1 345 728 613 85.1
173 343 612 70.0 82.0
144 64.0 N/D 57.0
10.1 443 334 @ 39.9
95% 99% 84% 114% 96%
151% 22% 130% 114% 143%
99 96.9 50.6 530 @ 71.0

(2): Based on averall pledge value of Firm-wide collateral of $96.1 billion; assume same regulated/unregulated mix as LEH

(3): Liquidity reserve at bank and non-bank subsidiaries

LEHMAN BROTHERS
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2008 Q2 Cofnpetitor Benchmarking

Confidential

1

LIQUIDITY COMPARISON
2008 Q2
§ billions
LEH GS MS MER

Short Term Borrowings 143 422 23.8 19.1
Current Portion of Long Term Debt 21.0 289 35.1 51.4
Total Short Term Debt 353 712 58.9 70.5
Holding Company

Liquidity Pool 446 87.8 80.0 92.0

Unencumbered Collateral 60.6 N/D 61.0

Cash Value of Unencumbered Collateral (at 30% haircut) 424 334 O 42.7
Liquidity Pool / Short Term Debt 126% 123% 136% 130%
Liquidity Pool + Cash value of unencumbered collateral / Short Term Debt 247 170% 136% 191%
Unencumbered Collateral outside Holding Chain (in Regulated Entities) 873 48.1 89.0 @ 52.0

(1): Based on overall pledge value of Firm-wide collateral of $81.5 billion, assume same regulated/wiregulated mix as LEH
(2): Liquidity reserve at bank avd non-bank subsidiaries

LEF™ 1AN BROTHERS -
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Cash Capital Surplus

¢ We ended 2008 Q3 with a record $15 billion cash capital surplus, flat sequentially and 88% year over
year.

Cash Capital Surplus (3 Billions)

15 15
8 8
7
6
5
' l |

2006 Q4 2007 Q1 2007 Q2 2007 Q3 2007 Q4 2008 Q1 2008 Q2 2008 Q3 (Est.)

LEHMAN BROTHERS 9
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Short-Term Debt
Liquidity Pool - STD Disclosure ]
STD Acct'g View
L 'Q2°'08 ~ Q308 _
Unreg | .. Re Q2'08 Unreg - Reg Q3 '08
Unsec -Sec | Unpseec | .Sec:. | Total Unsec Sec |.Unsec Se¢ - | Total Chg
CP 7,948 - - - 7948 3783 - - - 3,783 ][ 4,165)
Structured Notes 922 - 13 - 935 1,141 - 140 - 1,280 346
Bank Loans 1,231 - - - 1,231 1,218 - - - 1,218 (13
Zero Strike/Fully Funded 2,814 - 174 - 2,988 1,071 - - 1,002 2,074 (914)
Participation Gross-Up - 451 - 208 660 - 469 - 191 660 0
Overdrafts/Other e.g. ,Aegis N - 458 - 549 54 - 310 - 364 (185)
Current Portion of LTD 20,634 357 20,991 11 19,887 350 338 500 21,075 84
Total STD 33,640 451 1,002 209 35302 27154 819 788 1,693 30,455 (4,847)
STD Unsec 30,826 STD Unsec 26,083  (4,743)
Reg Unsec 1,002 Reg Unsec 788 {(214)
Self funding Unse 2,814 Self funding Unse 1,071 (1,743)
Secured 660 Secured 2,512 1,852
35,302 30,455 _(4,847)
External Reporting Disclosure Format
The repayment of approximately $26.1 billion of unsecured debt issued by Holdings and unregulated entities.
This indudes approximately:
$20.2 bitlion of current portion of long term borrowings. The remaining $0.9 billion of current portion of long-temm
borrowings is related to regulated entities which maintain their own liquidity pool sized to cover the repayment of
the approximately $0.8 billion in aggregate of unsecured debt maturing in the next twelve months issued by those
regulated entities.
$3.8 billion of commercial paper.
$2.5 billion of bank loans and hybrid financial instruments with maturities of less than one year. This excludes
approximately $1.1 hillion of structured note self-funding trades that are measured at fair value and managed by
business unites through matched, unencumbered asset portfolios outside of Holdings' liquidity poal. The
remaining 2.5 billion are bank loans in regulated entities.
LEF" 1AN BROTHERS o PRELIMINARY DATA
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Commercial Paper

4+ We finished 2008 Q2 with $3.8 billion of commercial paper compared with $7.9 billion at the end of Q2, 7.8 billion at]
the end of Q1 and $1.2 billion at the end of Q3 2007. Average life was 30 days as of 2008 Q3 vs. 41 days as of 2008
Q2, 52 days as 0of 2008 Q1 and 51 days as of 2007 Q4.

~ Reduction driven by increased risk aversion around our industry in general and Lehman Brothers in particular,
which manifests itself in a sharp reduction in demand for term CP. Overnight CP has almost no liquidity value.

Commercial Paper Outstanding (S Billions)

Q‘b@‘b@&@@b & $ ‘b%@‘b QQ@ Q‘bu@% @’@ QQ%@Q@%Q@@%
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CP Investors : August 29 vs. May 31

Confidential

U.8. CP investors

European CP Investors

Investor 3112008 _5/29/2008 6131/2008 81292008] DIFFERENCE
DREYFUS CORPORATION 575 0 352 [ (352)
AMERIPRISE FINANCIAL SERVICES, INC 616 148 KBC BANK BELGIUM 154 0 (154)
DEUTSCHE INVESTMENT MANAGEMENT AMERICAS INC 95 o -] 0 196}
JP MORGAN ASSET MANAGEMENT NY 80§ 25 INVESTCO ASSET MANAGEMENT )l 0 {91}
WELLS CAPITAL MANAGEMENT CALIFORNIA 2097 4 {282) CITI SEG LENDING 0 82)
NEW YORK STATE COMPYROLLERS OFFICE 00 250 (250) JPMORGAN AM (UK) LTD an kY3 (36)
SAN DIEGO COUNTY 180 ] (180) CNP 91 s8 (34)
DELAWARE MANAGEMENT BUSINESS TRUST 159 Q (159), THREADNEEDLE 74 60 (14)
HARRIS INVESTMENT MANAGEMENT ILUNOIS 1 1 (140)| ROGGE 5 51 (1)
NEW JERSEY DIVISION OF INVESTMENT 138 ] {136) INVESCO 7 7 {0))
PENNSYLVANIA COMMONWEALTH 120 0 (120) MORLEY FUND o7 1682 85

AIG GLOBAL INVESTMENT CORPORATION 212 100 (112) KBC ASSET MANAGEMENT [+] 87 87

NORTHWESTERN MUTUAL LIFE INSURANCE COMPANY 10 0 (10) ADIA 0 9 91|
CREDIT SUISSE ASSET MANAGEMENT LLC NEW YORK 109 0 (109) GRAND T0TAL 1492 312 (580]]
CITY NB - BEVERLY HILLS 70 0 70)

GUARDIAN LIFE INSURANCE NY 65 0 (65)

US TRUST CORPORATION NEW YORK 59 [} {59)

CREDIT SUISSE - NEW YORK 58 0 (58),

EATON VANCE MANAGEMENT &0 9 (51)

MEAG NEW YORK CORPORATION 50 o (50)

OREGON STATE 50 0 (50)

THRIVENT FINANCIAL FOR LUTHERANS WISCONSIN 50 0 {50}

HARTFORD INVESTMENT MANAGEMENT CONNECTICUT 48 1] {48)|

UBS FINANGIAL SERVICES NEW YORK 114 -1 @n

T ROWE PRICE MARYLAND 97 60 (37

SILICON VALLEY BANK 35 0 39)

SANTA BARBARA, COUNTY OF 32 0 ®2)

RIDGEWORTH CAPITAL MANAGEMENT INC 7 7 (30)

SAN MATEO, COUNTY OF 145 120 @5)

AGRIBANK FCB 25 Q (25)

EVERGREEN INVESTMENT MGMT CO LLC NORTH CAROLINA 292 2r0 (22)

CIGNA INTERNATIONAL INVESTMENT ADVISORS CONNECTICUT 21 0 @n

AMALGAMATED BANK OF NY TRUST 20 0 (20),

MCOONALD INVESTMENTS OHIO 19 0 (19)

FOREST DUMMY: UNMAPPED SUBACCOUNT MASTER 18 ¢ (18)

BARCLAYS GLOBAL INVESTORS NA 15 o (15)

BB & T(CRAIGIE) 14 0 (14)

'WELLS FARGQ BROKERAGE SERVICES MINNESOTA 23 10 (13),

SMITH GRAHAM & CO 11 0 o

COMMERCSAL PAPER LEHMAN HOUSE MASTER 8 2 (8

GREAT PACIFIC SECURITIES CALIFORNIA 5 0 ()

MEEDER ASSET MANAGEMENT 5 0 (5},

CLEARWATER ADVISORS IDAHO 6 3 (3)]

RAINIER INVESTMENT MANAGEMENT 2 0 {2)

CITY OF FREMONT 4 2 {2)

RBC DAIN RAUSCHER MINNESOTA 1 0 %))

BREMER AINANCIAL CORPORATION MINNESOTA 1 0 (1)

RESERVE FUND 640 640 0

ICITY OF LONG BEACH-CA 65 65 0

FIRST NATIONAL BNK FORT COWLIN 11 1 o

WILMINGTON TRUST COMPANY 8 8 0

AMERICAN FAMILY LIFE /INV ADV 3 3 0

UMB BANK NA 1 1 0

ALLEGIANCE CAPITAL 0 0 0

HIBERNIA INVESTMENTS. LLC [} 0 [}

WESTERN ASSEY MANAGEMENT CO 0 0 9

CITIGROUP ASSET MANAGEMENT US 0 2 2

NEW YORK STATE TEACHERS RETIREMENT SYSTEM [ 5 5

PARTNER REINSURANCE COMPANY CT [+3 10 10

AFL-CIO HOUSING INV TRUST [ 25 25

METROPOLITAN WATER DISTRICT 10 40 20

NEW YORK CITY 0 49 49

ABU DHAB! INVESTMENT AUTHORITY 0 200 200

RUSSELL INVESTMENT MANAGEMENT COMPANY 350 618 268

GRAND TOTAL 6,692 2,957 (3,734)]

LEP"1AN BROTHERS
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Commercial Paper: An Industfy View

¢ Directly-placed financial sector commercial paper market declined by close to $20 billion during 2008 Q3
— Increased risk aversion driving reduced appetite for term commercial paper
— Limited liquidity value of overnight commercial paper

 Per Lehman’s Funding Framework, no asset funded by commercial paper; however, term commercial paper

provides temporary liquidity, which may prove useful to cope with temporary market dislocation

Directly-Placed Financial Sector Commercial Paper ($B)

245 544 |
237
l 226

May-08 Jun-08 Jul-08 Aug-08

Source: Federal Reserve

LEHMAN BROTHERS 13
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Long-Term Debt

Confidential

Long Term ital

8/312008
(in millions) Final Final Final Forecast Forecast Forecast
FY2007 0108 Q208 Q308 O408 FY2008
Long-Term Debt Outstanding (Exciudes Current Portion)
Senior Notes
Begiming Balance 75,202 108914 112,128 110,553 96,559 108,914
Issuance 69,646 16,144 11,504 2,249 1,320 31,217
Issuance - Debt Held in Inv 5,675 498 977 33 2,408
Bank Facilities - - - - - -
Rolling/Maturity (41,727) (14,044) (13,799) (11,744) (5,639) (45,225)
Other (2) 118 615 (257) (5,432) - (5,074)
Ending Balance 108,914 112,128 110553 96,559 92,240 92,240
Subordinated Notes
Begiming Balance 3,238 9,258 11,181 12,625 12,089 9,258
Issuarce 5906 1,503 1,979 3 - 3,484
Issuarce - Debt Held in Inv 374 95 73 9
RollingMaturity (805) (125) (222 20 - (868)
Other (2) 545 451 (385) (107) - (42)
Ending Balance 9258 11,181 12,625 12,089 12,089 11,832
Junior Subordinated Notes (1)
Begiming Balance 2,738 4978 4976 5,004 4,924 4,978
Issuarce 2,263 - 26 - - 26
Rolling/Maturity (189) - 25) (16) - (C))
Other (2) 166 2) 27 (64) - (39)
Ending Balance 4978 4976 5,004 4,924 4,94 4,94
LTD Qutstanding 123,150 128284 128,182 113,571 109,252 108,995
Total Long-Term Capital 145,653 153,114 154,458 142,049 138,408 138,151

(1) Junior Subordinated Note excludes equity value and FAS (the difference to ledger will be captured in subordinated netes)
(2) Other ircludes FAS and other misc itens.

¢ Average life of long-term
debt was 8 years as of 2008
Q3 and 2008 Q2 versus 7
years as of 2008 QI and
2007 Q4

LEP" {AN BROTHERS
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Debt Issuance And BuyBack(D

Confid¢

..
fial

Data As Of 872912008 {$ Milions}

.

. YTDissuance by Tenor {in $mm) B YT lssiziee by Tenor in$mm) mlssmncé by Tenor {m$mm)
. - Yoors 1-2Yezrs 23Yeers 3dYeers LBYears »iYears'  Tole! 01 Years 1-2Vears 23Years M Years 45Vears 5Years To:‘e! 0 Years 1.2 Years 23Y=¢ra 34 Years 45Yexrs >bYears Tota!
2008 Q1 1.5%6 1,576 683 684 9ie 1976 1410 " 616 1964 2 2 §.231 8885 1467 2,192 267 3% o7 8207 15.2%%
2008 02 139 83| 48| | ms| 124 4e82| | S0 neef a6 & | te2| ssn| | ares|  ages| | ws| | si0s| 14053
200803 365 1% 22 12 71 487 1,437 693 & 3 4 7 121 1008] 1,058 240 260 161 148 78 2445
Tol | ade 2see 1% % i3 s e3w] [ 1o 12 o [ 0 1A sgdas] [ 43T a3 382G 13e (46 1481 33793

' YTO BuyBack by Terior in $mm) - B ' YTDBuyBackby Tonor (i $mm) - YO BuyBack by Tenor fnmm) ...~ *

. O-iYeers 1-2Years 23Years 34Vesrs 4-5Yerrs >SYears  Tol) - (fYeers 1-2Yeers 23Years MYears 43Years »5Yemrs To;'ef.__.' 01 Years, 12 Years_2:3Years, 34 Yours &5 Years >3Vears  Totl

2003 oo s wnl o el el ool | @ oy o el @ cen| @wy | we e oyl owf  om| e psy

00502 gon|  asyl @y 6 pen) e @) | o) (353! It ) o s o | o as)| o g®)|  em) g (20 (47

200803 {1a8)  1.020} {420} (283) (200) (17| (2.485) (10} (23 (284 (374) E0)| @330 4.081) (79 (1.043) (713) (635) (20} Q7 (6.546)

’Toia-l o e e e (0o Gy (o 349)= 5, 585]] I €11 BT ) O < B ) (7391)] r (702). {1574) (2933) (491 G0} (5619 (12986)|
YTO EartyCalis by Tenor {in $mm) YTDEanytalIs by Tenor (in $Smm) YI’IJEarIyCalIs by Tenor (in $mm)

o 0 Yewrs 12Yewrs 23Vears 34 Voars. 45 Year' s5Yeers  Totel _. D Yews 12Yeors 23¥eers 34Years 45Vears >5Yeers Toel ot Yeers, 12 Years 23YE;fé'.54Y‘éfa L5V siYers  Totl
080 ) @) a2y (98 @y ven) (SN 03 BH 0% e L TR DR 7 N DR ) N . N .21 B ) L B [ )
2008 02 (eSS sl @m o @Py () o {2173 U - (B @ [ ey @0y (20 @3y a@y @) s
200803 (208) {59) (44} Q2) 3 (44) (370), - - - (10} (10) (208) £9) {44) {12} 3) (54) (380)
T 00 6% ee @y @y oo we [ @ 0y @ a oo ] [ sl e @ @ G o) (sen)

1. Source: Because data above are calculated using a slightly different methodology, they may not maich the data presenied in the previous slide

LEHMAN BROTHERS 15 PRELIMINARY DATA
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Long-Term Debt Maturity Schedule

Confidential

Long-Term Debt Maturity Schedule ($M)

Otr LTD Extendibles Total

11/30/2009 2009 Q4 5,445 416 5,861
2/28/2010 2010 QI 3,235 72 3,307
5/31/2010 2010 Q2 5,425 997 6,422
8/31/2010 2010 Q3 3,327 25 3,352
11/30/2010 2010 Q4 2,043 0 2,043
2/28/2011 2011 Q1 3,039 0 3,039
5/31/2011 2011 Q2 6,276 25 6,301
8/31/2011 2011 Q3 3,116 59 3,176
11/30/2011 2011 Q4 1,448 0 1,448
2/29/2012 2012 QI 4,628 0 4,628
5/31/2012 2012 Q2 2,776 730 3,506
8/31/2012 2012 Q3 5,768 0 5,768
11/30/2012 2012 Q4 3,337 0 3,337
2/28/2013 2013 QI 5,092 0 5,092
5/31/2013 2013 Q2 1,840 0 1,840
8/31/2013 2013 Q3 2,613 0 2,613
11/30/2013 2013 Q4 1,083 0 1,083
2/28/2014 2014 Q1 4,168 0 4,168
5/31/2014 2014 Q2 1,462 0 1,462
8/31/2014 2014 Q3 1,409 0 1,409
Total 67,530 2,324 69,854
Mature after 2014Q3 43,717 0 43,117
Grand Total 111,247 2,324 113,571

3

LEP" 1AN BROTHERS
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Loﬁg-Term Debt Issuances

Confid¢ lial

Issuance by investment banks in Q3 was virtually zero. There remains an overhang of
supply from 2007 and 2008 H1, which has contributed to spread widening

Investment Bank( Public Benchmarks Issuances ($B)

0.7

Q108 Q208 Q308

m USD & QOther Currencies (1)

1. Other category is represented as USD equivalent
2. Investment banks include Lehman Brothers, Morgan Stanley, Merrill Lynch and Goldman Sachs

Investment Bank 5 Year Credit Default Swaps (Bps)

500 W
450 -
400 -

350 1

Q1 Q2

Q3

12/3

13 213 313 4/3 53 653

—ILEH = = "GS ——MS

LEHMAN BROTHERS
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Committed Facilities

Confidential

European Facility ($ Millions) U.S. Facility ($ Millions)

Draw Date
29-Jan-08
5-Feb-08
12-Feb-08
19-Feb-08
20-Mar-08
27-Mar-08

Repayment Date
5-Feb-08
12-Feb-08
19-Feb-08
26-Feb-08

27-Mar-08
3-Apr-08

Currency
USD
USD
USD
USD
GBP
GBP

Amount
2,500
2,500
2,500
2,500
1,000
1,000

Draw Date
14-Apr-08

Repayment Date
28-Apr-08

Neither facility was drawn during 2008 Q3

Currency
UsD

Amount
2,000

LEF" AN BROTHERS
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Confid¢ tial

Cash Capital Facility Gains & Losses During Q3

$ Millions
Banks Secured/Unsecured
Wins
None
Losses
SMBC Secured
SMBC Secured

Pending 04 Losses

Danske Secured
Swedbank Secured

ccy

JPY
USD

UsD
UsD

Amount ($mm) Collateral

1

Notes

(500) CWL / Corporate Loans
(350) Corporate Loans

(850)

(300) CWL
(350) CWL

(650)

Facility was not extendible and is nowrolling into current portion
Facility was not extendible and is nowrolling into current portion

Reduction to happen on 9/8
Reduction to happen on 9721

LEHMAN BROTHERS
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| Confidential
Liquidity Impact Of A Rating Downgrade

¢ Table below incorporates all rating changes as of August 31, 2008. Note that most non-standard trades (i.e., trades 1
with structured vehicles) typically have a 30 day grace period before we are required to post margin.

¢ None of our unsecured debt has a rating trigger

4 One of our secured bank facilities has a termination event in case of a downgrade: liquidity impact would a loss of
$1.0 billion in case of a downgrade to Baa2 {or equivalent).

— Additionally, a few have a rating band-based price schedule

Liquidity Impact Of A Rating Downgrade ($ Millions)

. 2008Q@3 R . 2008Q2. . Variance
Immediate 1 notch 2 notches Immediate 1 notch 2 notches Immediate 1 notch 2 notches
impact downgrade downgrade impact  downgrade downgrade impact  downgrade downgrade
Total Standard Trades 2,575 79 402 2,419 220 455 156 (140) (53)
Non-Standard trades
IRP transactions - Ameticas 79 382 467 72 451 2 7 (69) 466
IRP transactions - Europe 34 1,689 993 82 1,975 786 (48) (286) 207
IRP transactions - Asia - 12 - - 2 6 - 10 (6)
CDOQ transactions - Americas 0 4 0 0 19 3 0 (14) (3)
CDO transactions - Europe - 28 .36 295 74 215 (295) (46) (179
CDO transactions - Asia - 98 14 44 107 - 44) 8) 14
Securitized Products - Americas - 312 - 170 61 16 (170) 251 (16)
Other (IRF) - Europe 23 14 14 28 (14) 9 (28)
Total Non-standard Trades 113 2,548 1,511 677 2,702 1,055 (563) (154) 456
Total Collateral Requirement 2,688 2627 1,913 3,095 2,921 1,510 {407) (294) 403

Increase of $600m in our 2 notch number results from more conservative Moody's "2nd trigger” at Baat coming in

Decrease of $200m in 1 notch numbers for IRP Europe due to stronger dollar and lower Euro rates (we pay float mostly)

Decrease of $200m in overall CDO numbers resulting from more in depth calculation of contingent collarteral requirements

Decrease of $563m in the immediate impact numbers due to ~$400m of postings of collateral since the S&P and Moody's downgrades

LEF" 1AN BROTHERS oo
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Novations

Confid( tial

Novations continue to remain at subdued levels despite the widening of our credit

spreads
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Seéured Funding
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Confid¢ tial

Deleveraging of balance sheet during Q3 drove reduction in secured funding requirements.
Overfunding increased by $5bn to $32 billion.

Non Govies & Agencies Tickets (5B)

126
A RO o R

2007 Q4

2008 Q1

B Non Govies & Agencics Collateral To Fund

O Excess Collateral Borrowed

Actionable Box ($B)

14 14 13
—. . . |

2007 Q4

2008 Q1

M Actionable Box

2008 Q2

O Tick et Overfunding

2008 Q3

2008 Q3

LEHMAN BROTHERS
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Liquidity Risk Of Secured Funding

Liquidity risk of our secured funding continues to be well contained.

Tri-Party Repo Book Collateral - August 31, 2008 (SB)

8211

596 $39

$44

+190%
coverage

)

} Customer Collateral (~52%)

Tri-Party Repo ) Government / Tri-Party Repo  Central Bank Inves tment LEH Bank Less Liquid Awailable to
Agency ex. Goverament/ Eligible Grade Securities Funding Asset Funding @ Broker / Dealer
Agency / Major Index
Equities
[Q2'08:  $188B $83B $105B $40B $25B $8B $32B 856B (+150% coverage)

1 Gross exposure
2. Average tenor of repos funding less liquid assets stood at 41 days as of August 29, 2008. 28% of the §238 is > { month duration
3. Includes Holdings' Liguidity Pool (342.18), LB!'s (30.98), LBJ 's($0.1B), and Bankhaus's (81.2B). Excludes §18 of customer free credits in LBJE

LEF™ 1AN BROTHERS -
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Kegf Repo Metrics

Secured funding has remained very resilient during Q3 with significant overfunding of our tri-
party repo book and term funding for non-central bank eligible collateral of greater than one
month.

Non-Traditional ! Répo Book Metrics

Triparty Repo Book 0407 Q108 Q208 Q308 103 vs Q2 Change
Total Overfunding ($B) $18 $15 $27 $32 ;{ 18%
Tickets $6 $9 $16 $20 26%
Excess Collateral $12 $6 $11 $12 i 9%
Average tenor (days) 27 22 35 33 2
Central bank eligible - - 30 25 -5
Non Central bank eligible - - 38 38 0
% Overnight 52% 56% 42% 46% , 4%
% <=1 week 13% 18% 12% 8% -4%
% > 1 week 35% 25% 46% 46% 0%
100% 100% 100% 100% .
% > 1 month 24% 20% 29% 28% 1%

¥69Z¥0 0v62003S™IHAT

LEHMAN BROTHERS

24

1. Non-traditional repo book excludes Governments, Treasuries, Governnent/MBS

Agencies



"ONI SONIQTOH S¥3H10¥E NYIAHIT AQ A31S3IN03Y INFANLYIHL TVILNIAIANOD

S692¥0 0r62003S™ 1HA

Loss Of Repo Counterparties

Confidential

1

Triparty Repo Book Q407 Q108 0208 Q308 Q3 vs Q2 Change
# Repo Counterparts 78 70 68 62 -6
Net Loss: 8 Counlerparts Net Loss: 2 Counterparts Net Loss: 6 Counterparts
Q4070 Q108 Q108 to Q208 0208 to Q308

ECB BARCLAYS CACEIS BANK UBS ABN AMRO AM
FENWAYFUNDINGLLC ~ WELLSFARGO CONSORCIO RABOBANK DANMARKS NATIONALBANK AMR
EXXONMOBIL FINANCIAL ~ FUND FCO2 STIFF CONTROLADORA DE SERVICIOSDE ~ ABN AMRO MET WEST BANK QF AMERICA/NATIONSBANK
HYPO VEREINSBANK DEUTSCHE BANK FEDERAL RESERVE MORGAN STANLEY ROYAL BANK OF SCOTLANDPLC ~ CONTROLADORA DE SERVICIOS DE
MIZUHO ELLINGTON FIELD STREET MASTERFUND, LTD.  BANCO SANTANDER SFTC DREYFUS
urIco FIRST ASSET MGMT FROST BANK MET WESTAVACHOVIA SUMITOMO IBT
Ups FROST BANK MACQUARIE BANK LTD SVENSKA BANK SWEDBANK JANUS
MANULIFE FINANCIAL ZURCHER KANTONALBANK METLIFE CATER ALLEN UNINETSA DEC.V. LBBW

OLDMUTUAL OSAKA SECURITIES FINANCE ING MACQUARIE BANK LTD

BANK OF KOREA PASCALFUNDLTD COMERICA METLIFE

BAYERISCHE SOCIETE GENERALE PUTNAM MIZUHO

CIBC SWISSRE ABBEY NATIONAL SECURITIES INC.(NP} PASCALFUNDLTD

FARMERS & MERCHANTS BANK  TELEMEX UPICO SWISSRE

ARCHE MASTER FUND LP TENSOR SEI US BANK & TRUST

SAFBAN THE TOK YO TANSHI CO.,LTD. ups

CAPITAL ADVISORS INC TRIARA.COM SFTC

WEST LB NAVY FEDERAL CU
ZURCHER KANTONALBANK MANULIFE FINANCIAL

COLUMBIA MGMT ADVISORS INC
TRAVELERS

20
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July/August Lost Repo Capacity(l)

Shell Booked Variance - August 29th vs. July Ist I
Exciudes Bankbaus, ECB & Fed
Includes Non-Traditional Repo Book Only

Principal in $Bn's
Cumalative Change ][ Cumulative Change
Reg!on Coun(emnnv Group EMG Equities HYABS WY Convert HY Corp HYPL IG ABS IG Convert IG Corp (G PL MMKT BMuni RWL Theu 8/29 Thru 8/28 D-0-D Variznce
Asia CALYON (0.5) (0.5) (0.5) 0.0
JP MORGAN CHASE 02 0.2 0.2 (0.0}
MITSUBISHI 03 03 03 0.0
Other (3 Counterparties) (0.0) 0.0) (0.0} 0.0
Asia Tota) (0.0) (0.0) 0.0} 0.0
Europe CITIBANK 0.0 0.0 0.0 0.3) (0.2) (0.3) 0.1
CSFB (0.2) (0.1) 0.3) 0.3) 0.0
DRESDNER (0.3) (0.0) 0.1 00 00 0.1 0.1} 0.1) 0.0
DZ BANK (00) 03 03 (0.4) 0.0 00 0.1 0.1 0.0
FORTIS 03 (0.3) (0.0) 0.5 (0.5)
ING (0.1) o) (0.0) 0.2) (0.4) {0.49) 00
KBC ©s) 01 0.1) (0.0) (0.0) 0.0 (0.0} (0.5) 0.5) 0.0
LCH (0.2) 0.1) (0.3) (0.4) 0.0
NATIXIS 0.0) (0.1) (0.2) 0.0 0.0 0.0 (0.3) 0.3} 00
RACERS an (L.1) N 00
RBC 05 (0.4) 00 0.0 (0.1} 0.7 08 0.6 02
ROYAL BANK OF SCOTLAND PLC 0.5 0.) 0.1 0.6 0.7 (o.1)
RZB 0.1) (0.4) ©.1) 0.0 0.0) (0.0) (0.0) {0.6) {0.6) (0.0)
STATE STREET 0l 0.0 (0.0) (1] 0.0 0.4 0.5 04 00
Other (15 Counterparties) 0.2) 02 0.0 0.0 {0.1) 0.0 £0.0) 0.1 0.0 0.0 0.0 (0.0)
Europe Total 0. (0.8) 0.0 00 {0.5) (1.6) (0.1} 1.1 0.0 {1.8) (1.6 0.2)
us. BGI (0.1} 0.0 ©.1) 03) 1.0 (.7 (0.5 n 0.7 0.0
BONY/MELLON (0.6) 0.1y 0.0 0.7) 0.7) 0.0
DRESDNER 04 (0.5) 25 (0.0 03 0.3 0.0
DREYFUS (1.0) 0.7 (1.7 (1.7 0.0
DWIGHT A M, 0.0) (02) (0.0) 0.3) 0.3) (0.0}
FENWAY FUNDING LLC (1.0) (1.0) (1.0} 0.0
FHLMC (3.0) (3.0 (3.0 0.0
FIDELITY 0.0 ©.n (1.3) 0.1 0.4 08 (0.2) (0.6) {0.6) 00
FORTIS 03 1.0 0.7 2.1 0.8 13
JP MORGAN CHASE 0.2) 0.l 00 1.0 (3.6) Q@n (2.8) 0.l
LBBW 0.8) (0.8) (0.8) 00
MIZUHO (©.5) 0.5) 0.5 0.0
NORTHERN 03 03 0.0 0.5 1.0 1.0 (0.0)
NORWEST 0.7 0.7) {0.2) (0.5)
STATE STREET [&3 0.0 0.0 00 07 0.0 0.0 1.2 1.2 (0.0)
SUMITOMO 04 0.4 04 (0.0}
SWISS RE 0.9) 0.9 0.9 0.0
Other (31 Counterpartics) 0.t {0.1) 0.0 0.3) (0.1) (0.0} 0.4 02) (©0O 00 (o1 {0.5) (0.6} 0.1
U.S. Total 0.8 (l.9) 0.1 (3.4 ©.n 0.1 1.9 (5.5) (1) (0.h) (0.3) (10.0) (11.0) 1.0
Cumulative Change Thru 8729 0.1 4.0 (1.4) 0.2 (4.0} (0.1) {1.5) (0.1) 3.0 .5 @D (0 (03) (11.8) (12.6) 0.8
ICumulativc Change Thru §/28 104 0.1 (1.4} 0.2 (4.0) (0.1) (1.7) (0.1} 2.4 (55 (23) (03) (03)] (12.6) |
[D-0-D Variance [(03) (0.0 0.0 0.0 0.0 0.0 02 (0.0) 0.6 00 02 03 (0.0)] 0.8 ]
BANKHAUS {0.0) (0.2) 0.4 (0.0) 0.0 0.0 0.l 0.0 0.2
ECB (0.0 (0.0}
FEDERAL RESERVE 9.1 9.1 0.0
[Yotal D-0-D Variance [(3) (03) 0.4 0.0 0.1 0.0 9.3 0.0) 0.7 (5.1) 0.2 02 (0.0 ] 1.0 |

1. Loss of repo capacity in June 2008 was negligible
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.. Confidential
Federal Reserve Facilities

¢ We have not used the PDCF (Primary Dealer Credit Facility) since April 16

¢ We continue using the TSLF (Term Securities Lending Facility) to fund agencies ($8.9 billion) and AAA-rated asset-
backed securities ($3.6 billion)

— $12.5 billion outstanding out of a total of $65.9 billion (19% of total)

* Last two Fed TSLF auctions were undersubscribed ($66 billion bid versus $125 billion offered by the Federal
Reserve)

« Asaresult, TSLF is a very competitive facility. Rate to swap these securities versus Treasuries is the minimum
rate of 25 bps

— We have ample alternative funding sources of Agency mortgage-backed securities — even in the current market
environment for Fannie Mae and Freddie Mac and for AAA-rated asset-backed securities

Federal Reserve Maturity Profile As Of Q308

Sum of principal bn

Shell Booked Summary Collateral Allocated Summary 06 Sep to 27 Nov  |Grand Total
ASSET BACKS - INVESTMENT GRADE ASSET BACKS - INVESTMENT GRADE 0.6 0.6
MBS 8.9 8.9
PRIVATE LABELS - HIGH YIELD 0.0 0.0
PRIVATE LABELS - INVESTMENT GRADE 3.0 3.0
ASSET BACKS - INVESTMENT GRADE Total 12.5 12.5
Grand Total 12.5 12.5

LEF™1AN BROTHERS T
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Potential Withdrawal Of Fed Facilities

¢ On July 30, 2008, the Federal Reserve extended the PDCF and TSLF till January 30, 2009. The extension was the
result of tight liquidity in the financial markets.

¢ “In light of continued fragile circumstances in financial markets, the Board has extended the PDCF through January
30, 2009, and the Board and the Federal Open Market Committee (FOMC) have extended the TSLF through that
same date. These facilities would be withdrawn should the Board determine that conditions in financial markets are
no longer unusual and exigent.”

¢ We expect the facilities to be extended again if market conditions do not improve by January 2009
* In the unlikely scenario where the facilities are not extended and the market conditions do not improve, we

expect the impact to be somewhat limited

- In our stress scenarios, we do not rely on either of these facilities to survive through an extreme disruption
of secured funding markets '

- What is difficult to predict is the market reaction to such an announcement. Both facilities (especially the
PDCF) have played a critical role of comforting market participants by establishing an “official” way to tap
emergency liquidity
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Repo Book Details As of August 29, 2008

INSTITUTION: Lehman Brothers AS OF: §/29/08

(S5 in billions)

SECURED FUNDING
O/N and 2-14
SECURED FUNDING Open Days |> 14 Days| TOTAL
LIQUID
Treasuries 269 0.0 0.0 269
Gl0 Governments 5.6 1.6 0.9 8.0
Agencies 22.0 0.0 0.5 22.5
Agency MBS 39.6 0.6 6.7 16.8
Agpgency CMIOs 4.2 0.0 6.3 10.5
SUBTOTAL LIQUID 98.2 2.2: 14.3 114.7
LESS LIQUID
Asset Backed Securities
PDCF Elgible 0.6 0.1 0.6 14
ECB or Other CB Eligible 0.9 0.1 11.4 12.3
Non-Eligible 2.4 1.5 1.0 1.8 18.5
Bank Loans
PDCTF Eligible 0.0 0.0 0.0 0.0
ECB or Other CB Eligible 0.0 0.0 0.0 0.0
Non-Eligible 0.0 0.0 0.0 0.0 0.0
CMNO Private Label
PDCF Elgible 0.6 0.0 3.6 4.3
ECB or Other CB Eligible 0.0 0.0 0.0 0.0
Non-Eligible 2.5 1.2 0.9 1.6 $.9
Commercial Paper
PDCF Eligible 7.1 0.0 0.0 7.1
ECB or Other CB Eligible 0.0 0.0 0.0 0.0
Non-Eligible 0.0 0.0 0.0 0.1 7.2
Corporates
PDCF Eligible 7.5 0.0 0.0 7.5
ECB or Other CB Eligible 1.0 1.6 2.2 4.7
Non-Eligible 7.6 1.8 2.5 11.8 24.0
Equity
PDCF Elgible 0.0 0.0 0.0 0.0
ECB or Other CB Eligible 0.0 0.0 0.0 0.0
Non-Eligible 8.9 4.1 12.9 259 259
International
PDCF Eligible 0.0 0.0 0.0 0.0
ECB or Other CB Eligible 0.2 D.1 0.3 0.6
Non-Eligible 2.5 1.8 3.1 7.5 S.1
Money Market
PDCF Eligible 0.0 0.0 0.0 0.0
ECB or Other CB Eligible 0.0 0.0 0.0 0.0
~on-Eligible 0.0 0.0 0.0 0.0 0.0
Nlunicipals
PDCF Eligible 1.2 0.0 0.0 1.2
ECB or Other CB Elgible G.0 0.0 0.0 G.0
Non-Eligible 1.5 0.0 0.0 1.5 2.7
\Whole Loan
PDCF Eligible 0.0 0.0 0.0 0.0
ECB or Other CB Eligible 0.0 0.0 0.0 0.0
Non-Eligible 0.1 0.1 g.5 0.6 0.6
Otbher
PDCF Eligible 0.0 0.0 0.0 ¢.0
ECB or Other CB Eligible 0.0 0.0 0.0 0.0
Non-Eligible 0.0 0.0 0.0 0.0 0.0
SUBTOTAL LESS LIQUID 44.6 12.3 . 39.1 95.9
SECURED FUNDING
Liquid Collateral 98.2 2.2 14.3 114.7
PDCF Eligible 17.0 0.1 4.3 21.5
ECR or Other CB Eligible 2.0 1.8 139 17.7
Non-Eligible 25.5 10.4 21.0 56.8
"TOTAXL SECURED FUNDING 142.8 .14.5" 53.4 ~210.7 -
N : Coar O and | (2-14" |>1aDays|{ -
UNSECURED FUNDING Open Days -1 Year | TOTAL
CP, Other STD and Current Pordon of 1.TD 1.1 1.7 24.8 27.7
' O/N and 2-~-14 > 14 Days
MEMO: TSLF Eligible Open Days -2 Year | TOTAL
Agencv CNIOs 4.2 0.0 6.3 10.5
AAA Asser Backed 0.0 0.0 0.6 0.6
AAA Private Labels 0.3 0.0 3.5 3.8 14.9

CONFIDENTIAL TREATMENT REQUESTED BY LEHMAN BROTHERS HOLDINGS INC.

LBHI_SEC07940_042699
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Liquidity Stress Scenario Assumptions

Loss of Secured Funding

Loss of Unsecured Funding

¢ Repos

Governments & Agencies

Corporates
High Grade
High Yield

Asset Backs / Private Labels
High Grade
High Yield

Commercial Paper Repo
Muni

Equities / Convertibles
El

E2/C1
E3/C2

¢ Munis TOB - 7 day put exercised on day 1
— Customer collateral returned /liquidated over 1 week

— Firm collateral liquidated
+ Prime broker

— Free credit balances withdrawn on day 1

¢ Central banks
— No PDCF or TSLF

— Able to use ECB tender facility through Bankhaus, consistent

with normal practice

% Rolled
100%

70%
0%

40%
0%
T0%
40%
70%

0%
0%

% Lost
0%

30%
100%

60%
100%
30%
60%
30%

100%
160%

¢ Unsecured debt

CP and LCs: 0% roll at maturity

Buybacks: $1 billion per month

Deposits at US banking affiliates: 80% roll at maturity

+ In practice, no impact on liquidity (operate with
significant excess liquidity)

Ability to draw on committed facilities

¢ Loan funding

Per funding schedule for leveraged loans
Some loan commitments drawn outside of the bank entities

¢ Derivatives

Cash collateralization on derivative payables per CSA

requested on day 1 (paid on day 2 per industry practice)

Margin disputes against us paid on day 3 and 4

2 notch downgrade during second week

+ Note: The vast majority of the credit rating downgrade-
related posting requirements come from derivative
transactions with structured vehicles, which have a 30 day
cure period, which gives us to assign or restructure the
transactions, thereby avoiding the posting of additional
collateral.

¢ Other
- $0.5 billion every other week to cover operational cash

expenses (PE and NPE)

— No sale of assets or reduction in customer funding

LEHMAN BROTHERS
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Stress Scenario — Overall Results

Confidential

Beginning Cash Position
Net Loss Secured Funding

Unsecured Funding
Unsecured Debt
Cp
STD excluding CP
LTD
Buybacks
Deposits of Banking Affiliates
Committed Facility Drawdown
Net Loan Funding
Derivative Activity
Posting of Uncalled Collateral
Downgrade (2 Notches)
Disputed Margin Payments
Cash outflows to fund operations (PE, NPE, eic.)

Total Net Loss Unsecured Funding

Ending Cash Position

2-Sep 3-Sep 4-Sep 5-Sep

1

8-Sep  9-Sep 10-Sep 11-Sep 12-Sep 15-Sep Week3 Weekd Total

453 372 322 342 330 324 315 298 284 2701 242 18.7 453
65 (@37 L0 00 O (0.8 (12 (08 (©2 (1.0) @7 (4.2) (203)
@y on © - (1 ©1) ©O (1) (00 (06 (0.0 (0.0) (2.4)
(0.0) (00 (0.0) 00 (0.0) (0.0 (0.0) (00 00 (1.2)  (0.0) (0.0) (1.3)
(0.0) (0.0) (0.0) (0.0) (0.1) (0.0) (03) (0.0) (0.0) (0.1) (0.5) (09 (.0
- - . 02 - . 0D - - - (0.4) (02) (1.90)
04 - . . - - - - - - (0.4)
. 4.5 - . - - . - 4.5
. - (s - 03 - - - (1.0) (1.0) - 4.2)
. (12) (12 - - - - - 24
. . . - 05 - - - (0.5)

- - s @35 - - - - - - - (1.1)
- . (03 - - - - - - (0.5) - (0.9)

(16) (13) 10 (2 (05 @b (@3 ©6 (10 09 @7 (L) (11.6)
372 322 342 330 324 315 298 284 2701 242 187 134 134

1. Includes Holdings' Liguidity Pool (842.1B), LBIE’s (31.0 B), LBI's (30.98), LBJ's (80.1B), and Bankhaus's (§1.28)

LEF" 1AN BROTHERS
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Stress Scenario — Loss Of Secured Funding

tial

Sccurcd Funding 2-Ncp J.Nep J-Sep S-Sep R-Sep 2-Sep 10-Sep il-Scp 12-Sep 18-Sep Weekd Week d  “Fotal
Jotpl Ropo ‘Lotel At
Lost Capucitv Book Rink
[ RTN]
IZ1 - Mujor Index LEquitics 0. 0.1 - - - - - - - - - ~ a.0 0.0
32 « Non-Major Index 1.8 0.8 0.2 - - - - - - . - - 0.6 “.R
123 « Non-Muajor ladex Equities (<$5) 0.0 0.0 - - - - - - - ~ - - N 0.0 .0
IIMG 0.0 0.0 - - - - - - - - - - - 0.0 a.0
ol 1.13S 1.6 t.0 0.2 - - - - - - - - - ~ Q.7 o9
LBIE
Government Ageacy [N} - - - - - - - - - - - ~ - -
Sovereigns 7.8 - - - - - - - - - ~ - -
Asscl D3ncks - Investment Grade 14.0 Q.3 0.0 - - o, 0.0 - - 0.0 - 0.q 0.0 a.l a.2
Asset Bncks = Non-Invesiment Grade 0.0 0.0 0.0 - - - - - . To- - - - a.0 7.0
Cct -1 Grada Canvortiblox 0.4 0.1 o0 0.0 - 0. 0.0 4 - 0.0 - Q.0 0.0 - 0.1
C2 - Nan-lnvestiment Gende Canventibles 1.0 0.7 0.1 0.0 - 0.} 0.1 - - 0.2 - 0.0 0.3 0.0 0.7
Corpornstus - Investment Grade 8.1 8.2 0.7 0.1 0.3 0. 0.1 0.0 - 0.1 - 0.1 0.2 0.2 1.8
Corpormes - Non-Investment Graude 3.0 1.2 0.6 0.0 0.1 0.1 0.0 - 0.1 - 0.0 0.2 o 1.2
El - Major Index Equities 5.2 2.0 0.1 0.0 0.1 2 0.1 o 0.0 0.0 - 0.0 0.0 - 0.6
E2 - Nan-Major Index Equitics 34 1.5 0.5 ol 0.0 0.2 0.3 0.1 0.0 0.l - 0.0 0.1 0.1 1.5
123 - Non-Major Index Equities (<$5) 34 1.9 0.6 0.0 0.0 a.l 0.1 0.0 - 0.5 0.2 0.3 0.0 - 1.9
EMG 8.1 33 1.2 0.2 a.l 0.2 0.1 0.0 0.0 0.1 - 0.0 0.6 06 3.3
Moacy Murkels 0.0 0.0 0.0 - - - - - - - - - - 0.0
Private Labels - Fhigh Yicld 0.0 - - - - - - - - - - . . - -
Privaie Labels - Invesument Grode 0.0 0.0 - - - - - - - - - - 0.0 0.0
Totol LBIE 54.7 17,2 3.8 0.5 5 0.9 8 0.2 o.1 .2 0.2 0.6 1.5 1 1.3
L3I
Governmaent Agency 224 - . . - - - - - - - - ~ - -
MBS 57.3 - - - - - - - - - - - - . -
Sovercigns 27.1 - - - - - - - - - - - ~ - -
Aassct Bucks - lnvestment Grude 2.9 2.9 1.0 - - - - - 0.1 - - 0.1 02 0Aq 1.8
Asset Backs - Non-Invesunent Grade 1.6 1.4 0.5 - - - - - 0.6 - - 0.2 0.1 - 1.4
C1 - Investmaent Grade Convertibles 0.4 0.4 0.4 - - - - - - - - - - - 0.4
C2 - Nan-Investment Grode Convertibles 0.7 9.7 0.7 - - - - - - - - - ~ - 0.7
Carporales = Investiment Grade 9.2 9.2 2.7 o - - - - - - - 0.0 0.0 - 2.8
Corporoles » Nonelnvestment Grade 3.8 3.5 3.3 - - 0.0 - 0.2 - - 0.0 . - 3.5
E! - Myjor Index Equities 3.0 3.1 0.9 - - - - - - . - - ~ - 0.9
E2 - Nan-Major Index Equitics 4.4 3.4 2.9 - - - - - - - - - Q.5 - 3.4
123 - Non-Mujor lndex BEquitics (<$S) 0.2 0.1 0.1 - - - - - 0.1 - - - - . 0.1
Maney Moarkets 2.2 7.2 2.4 - - - - - - - - - ~ - 3.1
Mum 2.7 2.7 1.6 - - - - - - - - - - - 1.6
Privmie Lnbels - High Yield 1.7 L7 a3 - - - - - 0.2 - - G 1.0 0.0 1.7
Privais Lahels - Investment Grnde 7.2 62 1.7 - - - - - 0.0 - - 0.1 0.1 1.8 3.7
Towl 1.131 153.7 a2.4 181 0.} - - 0.0 - 1.2 - - 0.5 L9 2.2 24.0
LIt
Whaolclann Residential 0.6 9.2 0.1 - - - 0.1 - - - - - ~ - 0.2
Total Lost Cupucity 210.7 60.7 22.3 0.5 0.5 0.9 0.8 0.2 1.2 1.2 0.2 1.2 3.4 4.0 36.4
Mitiganis and other siress elements
LUIE
Primc Broker Customer Prog Credits €1.0) - - - - - - - - . . . 1.9)
Peime Broker Reduation - - - - - - - - - - ~ - -
Excess Collateral Returned 2.8 a3 az 0.9 0.7 o.1 [¢N] 0.2 - 0.1 0.2 0.1 56
ECB 0.9 0.2 0.3 - o.1 - 0.1 - 0.1 0.2 0.4 2.2
Bunkhaus Funding ECB Eligible 1.0 - - - - - - - - . . 1.0
YL : Adeditional repos with Rankhaus - - - - - - 0.8 0.2 0.7 - - 1.2
Tortnl LIBIE 7 0.4 0.5 0.9 0.7 0.1 o.t 0.3 - 0.2 0.4 0.5 7.9
LBl
Prime Broker Customer Free Credits .3 2.3 - - - - - - - - . - -
Unwinding of Muni TOB Prog. - - - - - €0.7) - - - - 0.7 - -
Bulunce Sheet Reduction - - - - - - - - . - N . .
Writcdownx on bolunce sheeat reducuon - - - - . - - - - - - - -
Dealer-hazed Matched Book Reduction - - 1.0 - - - - - - - - - 1.0
Iixcess Collatarnl Returncd 4.9 - - -~ - - - - - - . - 5.9
‘I'erm Overfunding 9.3 (5.8) - - - - - - - (0.1 (0.4) (0.7) 2.3
Tounl LB1 12.0 (3.6) 1.0 - - €0.7) - - - €0.1) 0.3 (0.7) 8.2
Nect Loxs Secured Fundlng (6.5) 3.7 (K¢ (0.0) .1 (0.8) (1.2) €0.8) €0.2) (1.0) (&3] (4.3) (20.3)
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Prime Broker

Confidential

127 150
10.0
7.8 .
3.3
1.0
4.9 1L.0]

Customer Free Credit Balances ($ Billions)

2128 3/14 4/2 5/30 8/29

-1

0O LBIE
B LBI
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PB Gross Balance Sheet
1

¢ Q3 gross balance sheet is unchanged from Q2

~ Comprised primarily of net margin debits, reverses, and cash borrows
¢ Highly liquid, matched funded by asset type and maturity
— 90% of the funded book is highly liquid securities and continuously repriced
— 17% of Prime Services Gross Balance Sheet does not require funding
« FAS 140, Segregated Cash, and Fails

Balance sheet is used to finance customer positions

[Q208] | % | [@308] [ % | | Comments ]
Government Bonds and Agencies 69.4 33% 95.8 46% {ncreased balance sheet in Liquid Markets
Investment Grade Bonds 13.5 6% 15.0 7% increased opportunities in Credit, growth in overall book
index Equities 67.5 32% 46.7 22% Decrease due to the reduction in Equity balances
Highly Liquid Assets 150.4 72% 157.4 75%
High Yield / Non-Rated 13.2 6% 12.7 6% Reduction in EM book, actively managing High Yield assets
Non-Agency 2.8 1% 1.9 1% Reduction in Private Labe! financing
Non Index Equities 3.1 1% 2.9 1% Remained consistent quarter over quarter
Other Assets 19.1 9% 17.6 8%
FAS 140 Gross Up 29.8 14% 19.7 9% Decrease due to the reduction in Equity batances
Segregated Cash 6.7 3% 52 2% Reduction in Futures margin
Fails / Other Deposits 3.1 1% 9.5 5% Fails up 4.7B, change in Repo 108 - 1.8B
Other 39.6 19% 34.4 16%
Gross Balance Sheet 209.1 209.4

Balance sheei analysis, methodology and composition signed off by PS Finance
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Assets Funded In Bank Entities

Lehman Banking Entities.— Total Assets (3Billions)

& LBBAG
OLBB
R LBCB

2001 2002 2003 2004 2005 2006 2007 Q1'08 Q2'08 Q3'08
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CD Issuance By Lehman U.S. Bank Entities

Confidential

CD Issuance -3Q.2008

LBB
vanilia fixed rate bullets
settle notional WAC (spread to 1mlibor) WAM (months)
7/30/08 198,473,000 81.00 16.00
8/6/08 502,428,000 96.00 14.00
8/13/08 291,287,000 124.00 28.00
callable
June 100,500,000 40.00 4,50
July 17,500,000 65.00 60.00
August - 0.00 0.00
OB 110:785,000° P ObA e B3]
bps months
LLBCB
vanilla fixed rate bullets
settle notional WAC (spread to 1mlibor) WAM (months)
6/30/08 242 062,000 81.70 40.00
7/23/08 269,259,000 102.00 19.00
7/30/08 267,396,000 81.00 16.00
8/6/08 539,000,000 96.00 14.00
8/13/08 357,000,000 124.00 28.00
8/20/08 115,776,000 132.00 28.00
structured bullets & callable
June 164,653,000 48.00
July 45,890,000 39.00
August 156,671,000 65.00
totalizscs 2458, 707,000; 2169
months

1
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Pending Changes In ECB’s Eurosystem Credit Operations

¢ On September 4, ECB President Trichet announced the following changes to the ECB’s Eurosystem Credit
Operations, under which the ECB provides EUR 300 bn ($ 428 bn) of liquidity to Euro-area banks in return for good
quality collateral. Key changes for Lehman Brothers are:

— ABS haircut of up to 16.4% vs. 2%
+ Additional 5% discount on ABS valuation if securities are not priced daily
« 12% haircut on all ABS vs. 2%

+ Prohibition on use of ABS securities as collateral by counterparty or affiliate that has close links via currency hedge
or guarantee

— Explanation of what constitutes a “close link” to be forthcoming
¢ Detailed and comprehensive assessment of collateral pool pledge on a quarterly basis

¢ Change will become effective on February 1, 2009

¢ Impact on Lehman Brothers’ repo with the ECB is as follows:

— ECB position as of 8/31 $ 12.0bn
— Impact on increase of haircut from 2% to:
« without daily pricing: 16.4% $ 1.7bn
+ with daily pricing: 12.0% $ 1.2bn
— Transactions with internal swaps $ 8.5bn
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Total ECB Securities

11,964,861,868

Confidential
Current Repo With ECB

Trade Name Collateral Value § ECB Mark  S&P Rating Swap I
EXCALIBUR FUNDI#] FRN 28Apr54 2,674,925,593 100.00 A swap
SAPHIR FINANCE #4  FRN 20Feb46 1,745,163,301 100.00 A swap
LANGTON SECURIT#1  FRN 18Dec54 1,548,165,192 99.48 AAA no swap
MORTGAGE FUNDIN#1  FRN  13Mar46 1,066,212,753 94.94 AA swap
EUROSAILPLC #5X FRN 13Sep4s 754,383,886 92.87 AAA swap
PORTFOLIO GREEN #1 FRN  19Apr50 605,469,033 96.57 AAA no swap
EUROSAIL PRIME #PRIX FRN  13Sepd§ 344,152,933 9342 AAA swap
SAPHIR FINANCE #2  FRN 10Jull7 341,852,000 100.00 A no swap
EUROSAIL PLC #6NCX FRN 13Sep4s 296,566,544 95.84 AAA swap
EUROSAILPLC #4X FRN 13Jund45 284,963,758 9434 AAA swap
EMF-UK 2008-1 P#1X FRN 13Mard6 281,028,303 9293 AAA swap
EMF-UK 2008-1 P#1X FRN 13Mar46 281,028,303 92.93 AAA swap
EUROSAILPLC #6NCX FRN 13Sep45 228,183,979 90.81 AAA swap
EUROSAILPLC #4X FRN 13Jun45 188,462,584 85.27 AAA swap
EMF-NL 2008-1 #1X FRN 170ct4l 172,550,980 94.02 AAA no swap
EUROSAIL PLC #NL2X FRN 170ct40 155,895,113 95.19 AAA swap
EMF-NL PRIME 20 #APRX FRN 17Aprd1 150,750,895 93.01 AAA no swap
BUNDESSCHATZWSG 4.000% 11Sep09 146,894,562 99.69 AAA no swap
BUNDESSCHATZWSG 4.000% 11Sep09 146,894,562 99.69 AAA no swap
EUROSAIL PLC #6NCX FRN 13Dec29 120,163,461 98.21 AAA swap
SAPHIR FINANCE #5  FRN  10Jul50 104,129,298 100.00 A no swap
EMF-NL 2008-1 #1X FRN 170c¢t39 76,219,559 98.58 AAA no swap
EMF-NL PRIME 20 #APRX FRN 17Aprd1 71,417,204 97.72 AAA no swap
EMF-UK 2008-1 P#1X  FRN 13Mar26 44,806,233 98.09 AAA swap
EMF-NL 2008-1 #1X FRN 170ct41 42,282,624 9335 AAA no swap
EUROSAILPLC #3X FRN 13Jun45 40,748,289 9536 AAA swap
SOUTHERN PACIFI #3X  FRN  10Dec43 38,042,346 95.62 AAA swap
EMF-NL PRIME 20 #APRX FRN 17Apr4] 13,508,581 91.68 AAA no swap

LEFP™~AN BROTHERS
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Market Environment- Economic Indicators

Gross Domestic Product Growth "

Lehman Forecast 2008 ®

Global ®  ys  EuroArea UK Japan
Q1'08 0.9% 2.7% 1.1% 3.2%
Q2'08 3.3% -0.8% 0.2% -2.4%
Q3'08 1.5% -0.4% -0.9% 2.0%
Q4 '08 -0.5% 0.8% -1.6% 1.2%
2008 2.4% 1.8% 1.2% 1.0% 1.1%
2009 1.9% 1.0% 0.7% 0.3% 1.3%
s Actual 2007 .. .. ..
Global @ yUs  EuroArea UK Japan
Q1'07 0.0% 3.3% 3.2% 4.0%
Q2 '07 4.8% 1.4% 3.5% -1.7%
Q3 '07 4.8% 2.6% 2.3% 1.0%
Q4'07 -0.2% 1.5% 2.2% 2.4%
2007 3.4% 2.0% 2.6% 3.1% 2.1%

™ Quarterly growth rates are annualized calendar year basis
@ Source: Global Weekly Economic Indicator as of 9/5/08

®) Global: all countries - as defined on the "The World at a Glance" section
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Market Environment- Central Bank Actions/Rates

Acluals 2008
Federa} Reserve European Central Bank Bank of England Bank of Japan
Meeting Date Decision Meeting Date Decision Meeting Date Decision Meeting Date Decision

January 22-Jan 1 3.50% 10-Jan 4,00% 10-Jan 5.50% 22-Jan 0.50%

January 30-Jan 1 3.00%

February - 3.00% 7-Feb 4.00% 7-Feb | 5.26% 15-Feb 0.50%
March 18-Mar 1 2.25% 6-Mar 4.00% 6-Mar 5.25% 7-Mar 0.50%
April 30-Apr 1 2.00% 10-Apr 4.00% 10-Apr 1 5.00% 9,30-Apr 0.50%
May - 2.00% 8-May 4.00% 8-May 5.00% 20-May 0.50%
June 25-Jun 2.00% 5-Jun 4.00% 5-Jun 5.00% 13-Jun 0.50%
July - 2.00% 3-Jul 1 4.25% 10-Jul 5.00% 15-Jul 0.50%
August 5-Aug 2.00% 7-Aug 4.25% 7-Aug 5.00% 19-Aug 0.50%

Lehman Forscast 2008
September 16-Sep 2.00% 4-Sep 4.25% 4-Sep 5.00% 17-Sep 0.50%
October 29-Oct 2.00% 2-Oct 4.25% 9-Oct 1 4.75% 7.31-Qct 0.50%
November - 2.00% 6-Nov 4.25% B-Nov 4.75% 21-Nov 0.50%
December '08 16-Dec 2.00% 4-Dec 4.25% 4-Dec 1 8.75% 19-Dec 0.50%
2008 11.50% 13.00% 13.50% 10.75%
et e . Actuals 2007
Federal Reserve European Central Bank Bank of England Bank of Japan
Meeting Date Decision Meeting Date Decision Meeting Date Decision Meeting Date Decision

January 30,31-Jan 5.25% 11-Jan 3.50% 11Jan 1 5.25% 18-Jan 0.25%

February " 5.25% 8-Feb 3.50% 8-Feb 5.25% 21-Feb 1 0.50%
March 20,21-Mar 5.25% 8-Mar 1t 3.75% 8-Mar 5.25% 20-Mar 0.50%
April - 5.25% 12-Apr 3.75% 5-Apr 5.25% 10-Apr 0.50%
May 9-May 5.25% 10-May 3.75% 10-May 1 5.50% 17-May 0.50%
June 27,28-Jun 5.25% 6-Jun 1 4.00% 7-Jun 5.50% 16-Jun 0.50%
July - 5.25% 5-Jul 4.00% 5-Jul 1 5.75% 12-Jul 0.50%
August 7-Aug 5.25% 2-Aug 4.00% 2-Aug 5.75% 23-Aug 0.50%

September 18-Sep | 4.75% 6-Sep 4.00% 6-Sep 5.75% 19-Sep 0.50%

Qctober 30,31-Oct | 4.50% 4-Oct 4.00% 4-Oct 5.75% 11,31-Oct 0.50%

November - 4.50% 8-Nov 4.00% 8-Nov 5.75% 13-Nov 0.50%

December 07 11-Dec 1 4.25% 6-Dec 4.00% 6-Dec | 5.50% 20-Dec 0.50%
2
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Market Environment- US/International Debt

LEHMAN BROTHERS

Market Environment

Abps ) g
Q3'08 Q2'08 Q1'08 Q407 Q3'07 Q2'07 Q3'08 vs Q2'08 Q2'08 vs Q1'08 Q3'08 vs Q3'07

us

2 year 2.37% 2.65% 1.62% 3.00% 4,14% 4.91% (27) 103 (177

10 year 3.81% 4.06% 3.51% 3.84% 4,53% 4.89% (25) 55 (72)

2-10 year spread 144 142 189 94 40 @1 3 (48) 108
Euro .

2 year 4.11% 4.34% 3.16% 3.83% 4.01% 4.39% 23) 118 10

10 year 4.18% 4.43% 3.89% 4.13% 4.24% 4.42% (25) 54 )

2-10 year spread 6 9 73 30 23 3 3) (64) (16)
UK

2 year 4.51% 5.07% 4.07% 4.52% 5.36% 5.75% (57 101 (86)

10 year 4.48% 4.99% 4.47% 4.64% 5.04% 5.26% 1) 52 (56)

2-10 year spread @ 9) 40 12 (33) (49) 6 49} 30
Japan

2 year 0.73% 0.92% 0.57% 0.77% 0.88% 0.98% (19) 35 (15)

10 year 1.42% 1.76% 1.37% 1.48% 1.61% 1.75% (34) 39 (20)

2-10 year spread 69 84 80 71 73 77 (16) 4 @)

*Note: Rates represent as of 8/31/08
3
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Market Environment- Corporate Debt Spreads

Abps
2008 QY08 vs Qo8 vs QY08 vs
Aug Jul Jun May Apr Mar Feb Jan Doc'Dr Qz'08 0108 Q307
Invasiment Grads
Gtobal 250 237 218 199 207 240 208 188 160 51 {9) 135
Us 304 288 265 235 244 289 247 226 188 69 (12) 159
Europe 196 187 170 159 164 188 165 145 147 38 6) 112
High Yiely
Globat 735 716 861 577 587 689 655 588 502 159 (78) 328
us 794 767 708 622 653 781 745 663 368 172 (123) 351
Europe 801 774 873 534 621 706 687 620 4866 217 (103) 419
US Fixed Rats Mortgage Becked Indax 147 151 127 108 09 128 121 N 87 38 (12) 59
US CMBS BBB Index 14692 1239 1047 885 1042 1361 1112 807 598 584 {227) 1081
ABX AAA 06-1 493 383 307 256 217 420 364 204 258 27 (108) 379
ABX AAA,06-2 903 718 725 560 420 620 665 347 335 343 (105) 787
ABXAAA.07-1 1081 962 961 804 683 849 741 506 477 227 63 955
CMBX.4 (2007) AAA 164 163 135 106 104 150 212 133 6s 50 (108)
CMBX 4 (2007) BBB 1881 1732 1476 1228 1234 186714 1515 1245 842 652 (287)
CMBX 4 (2007) 8BB- 282 2249 1870 1613 1683 2049 1707 1485 1062 708 (94)
Global Emerging Markets 337 331 322 259 287 323 303 280 249 78 {44) 120
R . 2007
Nov QOct Sep Aug Jul Jun May Apr Mar Feb Jan Dac'06
inwsiment Grada
Global 156 118 118 115 96 74 70 71 71 67 68 b4l
us 193 143 145 145 126 97 90 92 92 85 38 88
Europe 118 856 90 BS 65 48 47 43 483 47 48 52
High Yiely
Gleba) 485 k1) an 406 373 268 25 247 255 252 243 255
us 556 Lral 405 442 413 292 238 266 275 266 258 275
Europe 468 356 u7 382 324 210 187 210 223 222 21t 232
US Fixed Rata Mortgage Backed Index 38 79 8t 88 78 65 55 52 48 5% 47 k4
US CMBS BBB Index 569 429 382 408 272 172 167 167 160 126 108 105
ABX AAA.06-1 219 133 bl 14 105 15 13 18 21 26 4 7
ABXAAA 06-2 k) 261 109 146 144 23 22 18 22 26 10 9
ABX AAA.07-1 449 341 107 126 148 19 18 19 19 21 8
CMBX 4 (2007) AAA 77 3g
CMBX 4 (2007) BBB 928 725
CMBX 4 {2007) BBB- 112 868
Global Emerging Markels 254 189 197 217 198 152 133 140 145 158 144 135

Souvrce: Lehman Live
* As of 8/31/08

For U.S. indices, the debt

spread shows the average

spread over the bellwether
for the indicated index.

For other indices, the debt
spread shows the average
spread over the
corresponding government
benchmark for the
indicated index.
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Market Environment- Equity Market Indices

%A Lehman Forecast- end '08*
72008 Q3F0Bvs | Q208ve | Q308 vs %A vs. %A V8,
Aug Jul Jun May Apr Mar Feb Jan Dec'07 Q208 Q1'08 vs Q307 Forecast Q308 Dec'07
DjiA 11,544 11,378 11,350 12,638 12.820 12,263 12,266 12,650 13265[ 3.7% 3.0%|  -13.6%
NASDAQ 2,368 2,326 2,293 2,523 2,413 2,279 2,271 2,390 2652 8, 1%, 11.1% -3.8%)|
NYSE 8,382 8,439 8,660 8,401 9,300 8,797 8,962 8,126 9740 -10.8% 4.9% -12.7%
S&P 1,283 1,267 1,280 1,400 1,386 1.323 1.331 1,379 1468 8.4% S5.2% »13.0%) 1,450 13.0% -1.3%
IFI'SE 100 5,837 5,412 55626 6,054 6,087 5,702 5,884 5,880 6457 6.8% 2.9% -10.6%) 6,150 8.1% -4.8%
DAN 6,422 6,480 6,418 7,097 6,949 6,535 6,748 6,852 8067, -9.5% 5.2% -15.9%
NIKKI! 13,073 13,377 13,481 14,338 13,850 12,526 13,603 13,592 15308; 8.8% $.4% -21.1%)
FIANG SENG 21,262 22,731 22,102 24,533 25,755 22,849 24,332 23,456 2731 -13.3% 0.8% -11.4%
NOsPI 1.474 1.595 1,675 1,852 1.825 1,704 1,712 1.625 1897| -20.4% 8.2% <21.3%
TOMN 1,255 1,304 1.320 1,408 1,359 1,213 1,324 1,346 1476, -10.9% 6.3% -22.0% 1,500 19.5% 14.2%
FISE WORID 318 316 323 353 349 330 338 342 374 -10.1% 4.6% -15,1% 361 13.6% -3.6%
FISE US 537 530 535 585 577 551 555 5§78 612 -8.2% S.4% -12.3%
175 172 176 196 195 185 190 191 216 -10.8% 2.9% -18.6%
345 41 345 388 388 369 380 382 438 -41.3% 2.2% -22.0% 377 9.4% 16.2%
224 231 236 259 257 235 251 250 281 -13.5% 3.3% -18.8%
334 342 as? 394 396 372 81 375 426) -15.2% 3.3% -17.6% 420 25.8% 15.0%
: . . 2007 i -1
Nov Oct Sep Aug Jul Jun May Apr Mar Feb Jan Dec08
DITA 13.372 13.930 13,896 13,358 13,212 13,409 13.628 13,063 12,354 12,269 12,622 12463
NASDAQ 2,661 2,859 2,702 2,596 2,546 2,603 2,605 2,525 2,422 2,416 2,464 2419
NYSE 9,857 10,312 10,038 9,597 9,585 9,873 9,979 9,628 9,262 9,126 9.255 9139
Sap 1,481 1,549 1,927 1,474 1.455 1,503 1,531 1,482 1.421 1,407 1,438 1418
IS 100 6,433 6,722 6,467 6,303 6,360 6,608 6,621 6,449 6,308 8,172 6,203 6221
DAX 7871 8,018 7,862 7,638 7,584 B.007 7.883 7,409 6917 6,715 6,789 6597
NIKKEI 15,681 16,738 16,786 16,569 17,249 18,138 17,876 17,400 17,288 17.604 17,383 17226
HANG S{iNG 28,644 31,353 27,142 23,984 23,185 21,773 20,634 20,318 19,801 19,652 20,108 19965
NOSP! 1.906 2,065 1,946 1,873 1,933 1,744 1,701 1,542 1,453 1,417 1,360 1434
TOPIX 1,532 1.620 1,617 1,608 1,706 1,775 1,756 1,701 1,714 1,753 1,722 1681
171SE WORLD 378 395 385 374 375 385 388 376 364 359 384 358
FISE US 617 645 534 613 €04 624 635 615 591 585 598 58|
IFISE EUROPE 217 225 219 215 217 224 225 220 213 207 210 207
FISE EUROPE EX UK 442 458 448 442 446 462 467 455 436 424 432 422
[FISE ASIA 286 303 290 276 284 283 277 268 263 264 261 258
TS ASIA BN JARAN 431 459 435 405 406 394 384 369 360 353 349 348|
Source: Lehman Brothers Global Strategy Weekly.
*as of 9/5/08
LEHMAN BROTHERS Market Environment 5
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Market Environment- Equity Traded Value

FY 2003 {dalty avg In Smm) Q¥08vs Q208vs QIMvs | FY 0dvs
QY08 Aug Jul Jun Q2’08 May Apr Mar Q18 Feb Jan Dot Fros aros o108 ovor FY'e7

NASDAQ 26,581 21033 27825 27,988 28,934 26,073 25,238 29,208 33426| 44 @02 27.239 28482 S.0% 18.7% 31.6% A18.1%
NYSE 39,573 31,341 43,69 43,282 43.274 39,544 39,180 §1,321 §1,108] 48,103 61333 43,376 44.55% B.6% -15.3% -A5.4% -19.0%

us 65154 52,374 71,516 71,288 70,208 65,8667 54,513 3,718 84,224} 78,518 101,604 70,715 73,038 1.7 A6.T% 22.5% -19.1%
Toronta Stock Eachango 5,946 4,674 6,497 6,369 6,187 6,335 5,627 8,569 8,691 5.627 6,420 4914 5,944 J.%% 8.7% 5.8% 15.0%
Bowespa {Brazil) 3,416 3,007 3,359 3,880 3,614 4,031 3,555 3,192 3,088 3,161 2958 3,097 3,369 5.5% 17.8% 34.7% 49,0%
Moxlco Steck Exchange 479 405 495 8 789 538 1,130 839 518 570 579 388 554 39.274 523% A2.%% 15.6%

Tolal Americas 74958 60,660 61,887 82,074 0,798 75,832 74,830 91,120 93,510) 88,873 144564 79.113 82,348 1T ~13.6% 30.9% 15.5%
Leaden Stock Exchange 18,238 13,039 17.648 12,742 17,305 16,087 15,500 20,238 18544 18313 2,180 15,694 17.483 £2% 7% 41.7% 34,3%
Yelra (Gemany) 10,518 8,257 12,426 11,105 14,350 9,755 10,715 13,835 12879) 12928 wIn 11,085 14,673 7.5% 18,1% 21.5% 0%
Eurenex! (France) 9,505 7416 10,805 10,417 10,197 9,004 19.004 14,813 g2l 1,30 145N 92300 10518 5,0% 43.7% -15.4% 0.3%
llaly 5277 3.578 530 639 7,988 8,644 7.415 8,453 721 6,565 8,020 7,021 6,791 31.8% 10.4% 39.2% -13.9%
S8 Swiss 4,286 3,562 4,508 4,200 4,672 4,180 4,609 5235 6,089 5,663 7.199 5.243 4,500 8.3% 23.3% 41,7% 24.0%
Spain 4,280 22 5,149 4.3 4,812 445 4,537 4,995 6,535 4872 6,548 5,044 4,867 11.1% AL1% 24.8% -11.8%

Total Europe g7 39,923 48,524 54,737 56,332 43,163 53,672 §2,608 83,480 68,769 78,169 53,617 56,519 <10.9% “14,3% 224% 18.5%
Tokye Stock Exchango - . - - 2617] 2,749 28358 20,737 - -1000%  -100.0% -100.0%
Hong Kong Stock Exchange $.264 5,254 5,474 5,043 7,164 6,77t 7119 7,588 8,40 6857 10,118 7,967 6,938 2B/I% I50% 5%
Korea Stock Exchanga 4,165 3,600 4.421 4,438 5,376 5,646 §127 52 5,343 491 5777 5374 4,564 22.5% 0.1% A44%
Ausiraifa Stock Exchanga 4,307 3827 4,269 4,101 4218 4,264 3,740 4610 4,100 4,478 4123 3,680 RY] 26% 28% £8.8%
Taiwan Steck Exchange 3.189 3,00 349 320 4,991 4,676 5,309 sozf_ 3,826 4114 4,165 3270 4,00 -38.1% 30.4% 40.9%

Tofal Asla 16,725 15,782 1750 18,250 2,28 24,359 23,095 22,107 45358] 44,105 50,541 41,017 20,043 24% S2% 2%
[Grobat 41,897 115,815 154,904 153,601 156,578 151,15 150,396 175,835 202,357 191,747 238,271 173,748 159,508 ATh  21.5% 40.8%

FY-2007 (dally avg In Smm) .
Qéo7 Nov Oct Sop 0307 Aug Ju! Jun Q27 May Apr Mar Qror Feh Jan Dec FYor

NASDAQ 42,236 24,485 45,472 42,486 37,375 M,519 42,042 36,035 720 N4 30,204 37.040 20,004 29,302 %977 26,033 5,26
NYSE 50,368 55,118 47,545 49,536 61,238 64,268 §9,478 59,651 56,652 56,445 55418 §7.580 51292| sases 55085 45052 55,002

us 53,604 9,584 92017 91,021 90,810 98,805 102,321 94,686 89,381| 47,180 85621 95,021 79,375 83,1%0 82042 72,085 90,228
Taronto Steck Exchange 6,028 6,186 6,291 5,540 5,62 6,604 5,532 5732 4,761 5.402 4,599 4,268 4,088 1017 4,142 3,761 5430
Bovespa (Brazif) 2,567 3,230 3,387 2,203 2,508 2850 2348 2,598 1,884 1,854 2,078 1,687 1618 5,879 1,440 1459 2,260
Moxico Stock Exchango 858 541 628 483 548 548 568 524 477 526 462 438 472 5,20 &2 405 514

Total Amaricas 102,175| 103,548 103,284 99,383 107,215 107,608 140,769 103,636 96,513] 95049 92758 104,393 855¢0{ 101,308 83,045 78,710 98,132
Lendon Stock Exchange 25,381 2,93 26,800 26,398 27,874 20,048 26,956 28,643 29,132 .52 25,494 J0.947 24,08 27,282 24,5650 2,068 26,620
Xatra (Gemarny) 12,485 13,781 11,639 11,804 13.400 13,825 12,547 13,828 1798] 1,792 1002 12490 9,357 11,179 9,456 7,44 11,806
Euronex! (France) 11,40 12,405 10,764 11,120 11,327 11,780 10,596 11.997 10,355 9,905 10,233 10,909 8934 9,639 9,188 3,046 10,553
laly 8,681 8,520 8,265 7735 8,542 7.940 7.710 10,003 9,427 11,104 8,791 8,325 8,621 8,288 6,738 5,856 8,378
SB Swiss 6,388 7.033 5017 §.23 7.348 7.183 713 7.3 6,891 7,031 7.374 6335 5437 8,251 5842 5007 6,562
Span 5.547 6,304 5,838 4,359 5,691 4813 5,688 6,704 5,812 5,208 5,661 5,869 5218 7.857 5,419 4783 5.520

Total Europe 70,114 71,976 70,461 67,646 74,179 23,5488 70,639 78,506 73,214| 75,651 68,555 74,893 59,6770 72,505 61,024 51,905 69,439
Tokyo Stock Exchange 232712 5108 22602 21,546 24,489 26,605 23,018 23493 24181 2342 222 26,660 24% 7403 2054 18532 23,815
Hong Kong Slock Exchangs 1234 1,705 15,054 10,058 8,207 9,202 8,377 7,140 521 6,079 5181 4,515 4601 4599 5,189 3010 7,888
Korea Stock Exchonge 7.5 7.404 B.869 5,859 7,439 8,583 8,208 7.584 4293 5204 4,208 333 3028 3538 2,658 2874 5,543
Auslraiba Stoek Exchanga 42n2 4,505 4,308 3,668 12,388 4,308 28,087 4,028 3,787 4,410 3,579 3,306 7,250 16,798 2877 2382 8,930
Taiwan Stock Exchangn 4,450 4,430 4,851 4,216 5,305 4,742 8,570 4413 3188 2,902 21 34M 3.997 2,800 3,608 342 434

Tolal Asla 51,858 52,954 5,782 45,954 58,027 51,524 74,730 45,659 @70| 42178 38610 41,308 40,743 54835 36256 31,219 43,011
(Glabat 224, 144) 220478 125,537 212554 239,521 DT 256,139 128,100 210457] 212,865 195,923 217,536 185,063 220,647 185925 161,038 215,543

——Source: Blgomberg
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Market Activity — Commodity/Currency/Volatility

%l
2008 Q308 vs| Q208vs] Q3'08 vs] Lehman Forecast'
Aug Jul Jun May Apr Mar Feb Jan Dec'07 Q2'08 Q1'08 Q07 Q4'08 2,009
Commeoditles
Brent Crude Oil - Europe {spol price, US § per barrel) 111.98 123.24 139.3 127.08 113.14 100.22 100.15 92,56 93.89 -12% 2% 55% 105 93
WTI Cushing Crude Qil - U.S. (spol price, US §$ per b. 115.46 124,08 140 127.35 115,63 101.58 101,84 91,75 98 -9% 25% 56%
Gold (spot price, US $ per ounce) 831.15 914,07 925.4 886.5 870.5 916.88 974.17 925.99 §33.92] €% 9% 23% 1100 1200
Currencles
British Pound (in U.S. §) 1.82 1.98 1.99 1.98 1.97 1.98 1.99 1.99 1.98 8% 0% -10% 1.79 1.87|
Eura (in U.S. §) 147 1.56 1.58 1.56 1.56 1.58 1.92 1.43 1.46 £% 2% 8% 1.43 1.40,
Japanese Yen (per U.S. $) 108.80 107.91 106.21 105.51 104.01 89.69 103.74 106.45 1M 3% 2% £% 102 100
Volatliity (period end)
VIX (S&P 500 volatility) 20.65 22.94 23.95 17.83 20,24 25.61 26.54 26.20 22.50 16% -32.8% -12%
VXN (NASDAQ 100 wolatility) 24.02 26.24 29.76 20,85 23.87 25.04 28.44 31.08 25,90 15.2% -26.7% 2.1%
VDAX (DAX wlatility) 19.68 21.00 22.08 18.16 18.86 23.74 26.65 26.35 16,36 8.4% 31.9% «5.7%|
VSTOXX {(Eurozone volatilily) 21,06 23.23 24,67 19.68 21,52 27.31 28,69 30.05 18.06 7.0% -31.4% -13.9%
. . 2007 . L. -
Nov Qct Sep Aug Jul Jun May Apr Mar Feb Jan Dec'0s
Commoditles
Brent Crude Oil - Europe (spot price, US $ per barrel) 88.64 90.29 79.4 72.06 77.82 72.82 68.45 66.99 68.42 60.66 §7.21 60.13
WT1 Cushing Crude Qil - U.S. (spot price, US $ per b 88.71 94,53 81.66 74.04 78.21 70.68 64,01 65.71 65,87 61.79 58.14 61.05
Gold (spot price, US $ per ounce) 783,75 796,59 743.6 673.4 664.3 649.65 660.5 678.45 663.79 669.35 653.2 636.7
Currencias
Britisk Pound (in U.S. 8) 2.06 2.08 205 2,02 203 2.01 1.98 2.0 197 1.96 1.97 1.96)
Euro (in U.S. §) 146 1.45 1.43 1.36 137 1.35 1.38 1.36 1.34 1.32 1.30 1,32
Japanese Yen (per U.S. $) 111.23 11543 11480 115,78 118,60 12318 121,73 119.52 117.83 118.56 120.69 119.07
Volatllity {period end}
VIX (S&P 500 wtatilty) 22.87 18.53 18,00 23.38 23.52 18,23 13.05 14.22 14.64 15,42 10.42 11.56)
VXN (NASDAQ 100 wolatility) 28.65 231 21.01 24.53 23.55 17.86 16.86 17.26 18.24 20.53 17.19 16.23]
VDAX (DAX wolatility) 17.55 16,89 17,07 20.87 23,12 18.13 14.94 16,68 15N 16.76 14,45 13.85
VSTOXX (Eurozone wolatility) 20,43 19.99 18.71 24.47 23.82 16.90 15.79 18.34 17.54 19.50 15.92 14,83
Source: Bloomberg
*Source: Global Weekly Economic Monitor /508
Market Environment 7
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o LEHMAN . THERS '
THIRD QUARTLER 2008
BANKING ANALYSIS
Segment Revenues Q3 2008 Trend Quarter Trend A% Year to Date A%
Q3 08 Versus 9 Months Ended YTD'08
(& it miiltions) Jun '08 Jul'08  Aug'o8 Q3'08 Q208 Q108 Q407 Q3°07 Q2'08 Q3'07 2008 2007 vs. YID ‘07
Investment Banking:
Debt 72 107 41 220 288 3 233 350 -24% -37% 830 1,318 -37%
Equity 77 59 23 160 330 214 210 296 -52%  -46% 705 805 -12%
Advisory 79 84 69 231 240 330 388 425 -3% -46% 801 948 -16%
Llnvestmcnt Banking Revenues 228 250 133 611 858 867 831 1,071 -29% -43% 2,336 3,071 -24%J
Q308 versus Q2'08 and Q3°07
. Volatile financial markets, decelerating global economy, and fear of inflation have all lead to another extremely challenging quatter leading to declines in both
Equity and Fixed Income issuance.
. IBD Segment revenue of $611mm for Q3'08 was down 29% and 43% versus $858mm in Q2'08 and $1.07bn in Q3°07, the lowest quarter since Q2'05.
g Revenues are down across all products and regions with the exception of Leverage Finance.
. Ma&A although down 3% vs. Q2'08, performed relatively well due to an increase in market volumes and our increase in market share of completed deals.
’ Equities revenues are down 52% vs. Q2'08 2nd 46% vs. Q3’07 due to a decrease in issuance driven by weak valuations and market volatility. FIG and NR
sectors dominated equity issuance.
. Overall Global volumes were inflated by European FIG rights issuance e.g. RBS, UBS, etc.
- US IPO issuance dropped 95% and US Convert volumes dropped 61% from Q2.
. Fixed Income issuance dropped from the hectic pace of Q2. Lehman share decreased in the quarter.
.- Europe fared betrer than its regional counterparts down 10% from Q2’08 vs. the US which 1s down 32% and Asia which is down 62%. International revenue as

a % of total revenue in the quarter rose slightly to 36% vs. 33% for Q2°08 and 34% for Q3°07.

. Financial Sponsor activity has increased in Q3 from depressed levels.

. Total Q3’08 pipeline revenues of $538mm are above Q2'08 by 4%.

INVESTMENT BANKING DIVISION
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LEMMAN BROTHERS
THIRD QUARTER 2008
BANKING SEGMENT RESULTS SUMMARY

¢ We eamed 561 tmm (excludes $177mm from Lehman issuance) for the quarier, down 29% and 43% vs. $858mm in Q208 and §1.07bn in Q3°07, this is the lowest quarter since Q2705
- We ace down across all products and regions with the exception of Leverage Finance which is up from historically low levels, however Advisory and Europe held up wel

M&A

& Market volumes have gradually increased over the year; while june & July volumes were
good, August volumes were the slowest in 16 yrs

¢ Our share of completions ase up yoy 23.3% vs, 19.1%; share of announced are down
slighdy yoy 17.0% vs, 17.5%

¢ ‘Top announced deals in the quartec were Xborder transactions » Credit Mutue)/Citibank,
AIG Highstar/GMTR, Mubadala/GE, Staples/Corporate Express

*  Good Asian contribution driven primanly by China Qil Field, China Unicom,
Citic/BBVA

& Suategic activity continucs, most notably CVS, Teva, Gas Natural

¢ Latest marker dynamic is investors coming in at dea) announcement to take cquity stake
- L.g Wrigley/Mars and Dow/Rohm & Faas

¢ Weak valuations and market volatility negatively effecting issuance
—  Neced stability and investor appetite to absorb equity capital needed in the FIG sector

& Volumes in market overstated by huge deals for RBS & UBS

¢ Rights Offerings - positive quaster for us with Impenal Tobacco the biggest non financial
deal ever at 59.9bn and Corlsberg the biggest Danish deal ever at $7bn
- Very involved in the successful rights offering for Credit Agricole (No 1.1C)
~  Not involved in the two failed fghts offering - HBOS and Bradford and Bingley

®  IPO - very poor quarier for IPOs both in terms of amount of issuance and performance

~  We did not participate in any of the $1,2bn US 1POs in the quarter; completed 1
European [PQ which was the first FIG PO and the first Spanish IPO this year (Caja
dc Ahorros)

Converts — our ranking was boosted by our own Convert issuance

Block/Risk Trades - have dried up duc to the volatility in the marker

Monctizations have been impacted by lower valuations and weak investor apputite

Sectors — drivers are still FIG and NR; NR is driven by both Capex and M&A related

financings (XTO, Chesapeake and Petrohawk)

L JBK I R

Investment Grade

¢ Issuance is driven primarily by M&A and Capex needs (Time Wamer Cable,
Suples, X0, Rockies Express)

¢ However many acquisiton related financings are accessing the CI? macket

(Staples, HP, CMF)

Spreads are wider and approaching the widest scen carlice this year

[Hybrid issuance bas dropped as investors are more risk averse

+  lavestors arc demanding large risk premiums ¢.g, Cit, AXP, AIG

L R 4

vera ina - L

*

Invescors focused on lower leverage; no refi's wking place

*

Spreads widened over the quarter and now stand close to the widest scen

carlicr this year

¢ ‘Ihe 2008 vintage of LBOs are doing well, investars are showing strong
interest in new deals that reflece better structures, covenant packages and
lower Jeverage

¢ lacreased Commodity hedging actvity helped our 1.IF business - Linn

Encrgy & Chesapeake

Sponsers

¢ LBOs have picked up - july marked che biggest monch for buyside activity
for Spensors this year

¢ Our deals include Converteam {1.BO France), Unilever Detergent (Vestac),
Sunguard (Silverlake), Express Energy (Macquaric)

4 Deals are more bite sized and cxpect to remain that way

Segment Revenue ($mm)— By Product & Trend

Product Y Y
Q308 Q208 Q307 Q208 Q3'07
Advisory 231 240 425 4% -46%
Eq UAV 160 330 296 51% 36
DCM 168 247 249 3% 339
LF 52 L] 10} 2% 0¥
Total Debt 220 _ 288 350 \24% 37
Tota) IBD 611 858 1,071 -29% 43
Americas 194 576 T 3% -15%
Europe 190 212 310 -10% 39%
Asio 27 70 50 6% 6%
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LEHMAN ....OTHERS
THIRD QUARTIER 2008
SIGNIFICANT COMPLETED BANKING DEALS

i

Revenwe
Value (Smil) Dcal Industry Region Transaction Description (3mil)
M&A Completed
n/a Tele Atlas N.V. Tech AM/EU  Sale to TomTom N.V. 211
4,716 Staples Inc. CR AM/BU  Acquisition of Corporate Express 18.0
7,555 CMIZ Group FIG AM Acquisition of NYMIEX Holdings, Inc 18.0
Equity
30,500DKK  Carlsberg A/S FIG EU Rts 42.9
1,500 XTO Energy Inc. NR AM Sec'd 21.0
€5900 Credit Agricole SA FIG EU Rights 15.4
1,589 Chesapeake Encegy Corp- NR AM Sec'd 12.6
£4,700 Imperial ‘Tobacco Group FIG EU Res 12.5
Fixed Inxome
n/a ABN AMRO Holdings, swap FIG EU CDhO 12.0
256 JLINN Energy NR AM ET/Sr. Note 10.0
n/a Chesapeake Energy - Commodity Flow  NR AM ET 10.0
¥20000 Schiphol Group Ind EU Pevt Plemt/Deriv 9.0

INVESTMENT BANKING DIVISION
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Banking-Debt Origination

LEMMAN BROTHERS
THIRD QUARTFER 2008
BANKING ANALYSIS
Deb1 Origination
Global Revenues ($mm)

Quaner Trend A% 9 Months Ending May A% Recdrds
0308 YTD08 o
un ub Au, Q3 '08 Q2'08 gl '08 Q407 3 ‘07 0298 03 07 YTD '08 YTD "07 YTD %7 Qtr Record Qu YTD Record Year
Leveraged Finance 12 38 | 52 a1 3 32 101 5% 4% 169 EX <% M Q™ sH YID'07
Debr Capial Markets ) 0 ) 168 %7 246 201 29 B A 1.7 661 ul 3% %) Q0 ™o IDwm
Total Debt Origination | 72 107 a1 220 288 22 233 350 N I% 830 1318 9% 50 Q2'07 1318 YTD'07 )
Debt Masket Environment £308 YID8 5
Jun ___ Jul__ dug Q3'08 2'08 | Quos  _Qi'0r [ Qyor | _o2es  guwz [ YYD | _YID'W7  \IDW  _QuRerod _ Qi YTDRecord _ Year
Global Mackes Volume 467,120 272,113 213,130 9523711 | 1,490,507 | LIS7,157 1325074 | 1,703,264 S6% % 3,600,035 | 5,694,707 M 2ITIM Q207 5604707 YTD'07
Lehman Matket Volume 14945 4010 6,120 260% || 49489 56308 65,267 | 96,683 4% 74 130872 33444 o 13006 Q2'07 341,028 YID'06
Lehman Marker Share 3.%% 1.5% 2.9% 26% J3% 4% 4.9% 5.7% 2% 5% 3% 3.9% -38% 7.5% QL4 afu alu
Fee shace 00% 1%  00% 1.9% 4.3% +7% 5% 16% 9% % 19% qo% 20%m  Qze2 6o YTD'02
Pipeline Value (SB) 288 28.7 26,5 265 341 394 59.7 1785 2% 53% 26.5 1783 83% 1785 Q307 1785 YTD'07
Pipcline Fecs 778 858 839 839 7.4 104.2 113 1720 1% 5% 839 1720 1% 6les Q207 334 YTD'0s
Q308 versus Q2'08 and Q3’07
Leveraged Finance:
. Leveraged Finance revenue of $52mm in Q3'08 was 25% higher than Q2°08 and 49% lower than the S101mm recorded in Q3'07, as the continued rurbulence in the liquidity
markets slowed Leveraged Loan and HY bond market acuvity, particulardy among Financial Sponsors,
. Lehman High Yield marker volume in Q3'08 was just S0.5bn and market volume felt to $13bn from $20bn in Q2°08. Market sharc for the quarter was 4.1%, down from 3.3% in
the prior quarter and the 5.5% from Q3°07.
. Leveraged Loans volumes also continue ¢o decrease with Q3'08 market volume of $174bn down 25% from Q2'08 and 60% vs. Q3°07. Lchman volume of $2bn fell 43% and 85%
over the same respective periods,
. Notable transactions and fees included commodity flow trades for Chesapeake Finergy Corp (§10mm) and Linn Encrgy (S10mm).
Debt Capital Markets (non-leveraged finance):
. Debt Capital Market (non-leverage finance) revenue of $168mm for Q3'08 fell 32% vs. Q2708 and Q3'07. Weak Iavestment Grade,
v Lehman’s investment grade volume fell 79 % and 68% vs. Q2'08 and Q307 respectively, while the overall market volume fell 43% and 17% over the same periods. Lehman’s
Q3’08 market share of 1.3% fell vs. Q2’08 share of 3.7% and Q3’07 share of 3.5%.
. Debt Capital Market (non-leverage finance) revenue for Q3'08 included a Private Placement and swap for Schiphol Group ($9mm) and investment grade offerings for XTO

lincrgy ($4mm) and Rockics xpress Pipeline (S3mm).

.
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Leveraged Finance Revenues (Smm)

™,

LEHMAN BROTHIERS
THIRD QUARTIER 2008
BANKING ANALYSIS

4
Banking-Debt Origination-Lev
Finance/Debt Capital Mark«

w
)

Quarter Trend A% 9 Months Ending May A% Reco'_rﬂ?
)08 YT 08 11
Jun Jul_ Aug Q3ves | Qeea ] _ques  _Qier [ Qo7 p2os_ 0307 [YTD'OB] _YTD'0?  YID®7  QuRecord _Qu  YTDRecod __ Year _
Tigh Yicld 6 9 ] 16 2 4 9 18 35% (3% i 145 19
Laveraged Loans 4 5 - 16 5 53 10 53 6% 1% :H 354 6%
Denvatives 2 1+ L 17 4 17 13 3 22% -38% 49 40 2%
Other 3 0 (© 3 1 0 1 1 202 139% 4 5 3%
Total Leveraged Finanee | 12 38 1 52 4§ 76 32 101 25% ~%% 169 544 4% 274 Q3'04 ¢ YTD'07
YD 68 1
Jun Jut Avg Q3'e8 Q2'08 Ql'o8 Q4'07 Q3'0? 02208 o9 YTD'08 YTD '0? ¥in oz Qur Record Qir YTD Record Year
Americas 12 38 1 51 12 54 26 59 122% 13% 24 32 -671% 205 Q2'07 372 NTD'07
Lurope [} 1] (0) 0 5 19 5 ki 9% 9%% 24 147 -B4% 6 Q'e? 147 YTD'07
Asia Q (0) 0 0 18 b) 1] 7 -96% 95% 21 25 -14% 18 Q2'08 25 YTD'o?
Total Leveraged Finance L 2 38 1 52 41 76 R 101 25% ~4%% 169 544 £9% 24 Q3'04 544  YTD'o?
Leveraged Finaace Market Envitonment 2308 V1D 08 i
Jun Jul Aug Q3 '08 Q2'03 Q1L°08 Q4'07 Q3'07 0208 0307 YID'Ga YTD ‘07 Y1007 Qur Record Que YTD Record Year
Pipelinc Value 3B) 10.7 32 8.1 8.1 118 128 302 B9 -10% % 8.1 1319 “H% 1319 Q3'07 1319 YIo'or
Pipelinc Pecs 355 362 32 M2 29.2 46.2 513 1Ls 17% L% M2 1114 -69% M8 Q2'o7 204 YID'06
Debt Capital Markets Revenues (Smm)
Quarner Trend A% 9 Moaths Ending May A% Records
0 08 \TD 08 s
Jun Jut Aug Q308 Q2'08 Q108 Q407 Q3'07 0208 _03'0Y YID'08 | YTD'07 IDP"?  QurRecord _ Qe YTD Record Year
Investment Grade 1t 1n 12 3 72 78 3B 45 31% -26% 183 13 4%
Hybnd 3 2 1 9 18 38 33 20 %% -55% 64 98 -34%
Bridge & Bank Loans a 5 5 10 8 5 [¢)] 3 19% 221% 23 15 6%
Sceunitized Products 13 1 1 15 3 20 % 342% 24% 22 62 %
Lenvaaces & FX 5 9 22 k) 27 a7 33 48 1% -36% 130 120 8%
Commercial Paper 2 2 2 6 7 ? 8§ 6 -13% 2% 19 L] 1%
Liab Mgm:, Agy & Oth 5 © m 4 ) ?)) m o s -156% 2 1y Ju%
Real Estate & Other 2 7 16 Q) 18 1 7 53 138% 1% 12 138 2%
Non-Banking 17 32 4 63 9% 48 7 1] -I4% 1% 2006 204 1%
Total Debe Capital Mark | 0 69 40 168 bl 246 201 249 -32% 3% 661 pill 13% 28 Q3'0s 74 YTD m
0308 YTD 05 i«
Jun Jul Aup Q3'08 Q2'08 Q1108 Qi'07 Q3'e7 208 a397 YTD'08 YTD'07 1TD ‘07 Qie Record Qur YTD Reeord Year
Ameeicas 35 31 32 119 171 176 154 177 3% 3% 465 580 -20% 211 Q107 380 YTD'0?
Europe 21 1 38 52 54 30 G1 28% -38% 14 197 2 135 Q1'06 221 NTD 05
Asia 3 G 3 12 L1 19 (3 18 -20% -33% 73 71 3% W ' 61 YTD 03
Total Debe Capital Markets | 60 2 40 168 27 246 201 249 3% 2% 661 774 5% 283 Q305 778 YID07 |
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[ Banking-Equity Origination
LEHMAN BROTIIERS
THIRD QUARTER 2008
BANKING ANALYSIS
Equity Origination
Global Revenues (Smm)
Quarser Trend A% 9 Months Ending May A% Records
2308 YTD ‘08 o
Jun Jul Aug Q3'08 Q2’08 Q1'08 Q407 Q3'07 | 0208 07 | YID'8| _YTD'07 171067 Qur Record Qe YTD Recard Year
Iro 0 4 1 5 10 30 89 160 32% 9% 65 243 73%
Sccondary ot H 17 12 144 6) 43 ol 15% oo%m 326 168 25%
Blocks 0 5 [ 6 10 | 16 6 am % 1 FT S 2
Convertibles 7 1 0 8 62 50 K 23| 4% % 120 % 26%
Derivatives 2 5 4 n 16 41 35 77 28% 1 85% 68 193 5%
Ouher [ 1 t 7 88 13 14 30 9% 2% 108 03 23%
Global Finance Equities { 1 53 23 160 330 214 210 296 S2% 6% 705 805 (2% M Q2'07 805  YTD'0?
Equity Market Envitonement
2508 YD 08 o
Jun M Avg [ Q3'08 Qz'08 Quos  _Qi'er [ Q3wv | o208 0397 [YID'8| _YID'e7_ 1ID07 Qur Recard Qu YTD Record _ Year
Global Marke) Volume 10,170 39670 13,752 174,802 216,141 W06 272200 | 28790 1% 2% | $3249|  cel000 -1o% 72201 Q407 661,000 YTD 07
Lehman Macket Volume 9934 9% 433 11,343 12313 5,869 M7 | 8828 8% 9% | 29,558 25,008 8% 12343 QoK 2955  YID0®
Lchman Market Sharc 2.8%  16% A% 65% 57% 4% L% 205 1% os% 5.6% 8% 4% 180% Q05 o/ /2
Fec share 00%  15%  0.0% 45%) 18% 11% 3% A% % % 4.5%) % % L% QI02 15%  YID'08
Pipcling Valye (5B) 183 106 27 9.7 12 22 2.7 no| % e 9.7 18 % 32 Qe 2 YID'S
Pigeline Fees 1927 1365 1519 1519 221 017 3156 T4l % a2 1519 WA % 21 QW 385 YTD'0s
Q3'08 versus Q2'08 and Q3’07
Equity Origination:
- Equity revenue of $160mm fell 52% vs. near record Q2708 and was down 46% vs. strong Q3°07.
. Lehman Equity Origination volume in Q3’08 fcll 8% vs. the prior quarter, a smaller drop than the market decline of 19%. LB volume actually rose 29% vs. Q3’07 while the marker

was down 24% for the pedod. Q3’08 volume did include $6.0bn of I.chman sclf-issuance. Lehman volumes were particulardy strong in secondary issuance, led by transactions in the

Natural Resources space and rights offerings. Excluding the self-issuance Lehman participated in four of the top ten equity issuances in the quarter.

. Lchman Q308 market sharc of 6.5% rose from the 5.7% reported in Q2708 and the 3.9% of Q3'07, with Worldwide Equity ranking rising to #7 from #9 n CY 2007.
. Top Q3'08 transactions: Rights Offcrings for Carsberg A/S ($43mm), Credit Agricoie (§15mm), and Imperial Tobaceo Group (§13mm), and follow-on offerings for XTO Encsgy
{S21mm) and Chesapeake Lnergy Corp (§12mm).
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LEFMAN . O THERS
THIRD QUARTER 2008
BANKING ANALYSIS
Advitory
Global Revenurs (Smen) \
Quartes Trend A% 9 Months EndiogMay 8% Records
0308 Y1 ‘08 o
D UL S— Aug Q308 Q208 Q1'e8 Q407 Q307 0208 0307 YTD'08 YID'0? YID 07 Qur Reeord Qre YTD Record Year
Americas 41 37 [’y 128 14 17 2310 36 9% JI%n 319 667 22% 36 Q3w 66 YTD0?
Europe 27 23 L] [ 76 9l 146 B4 210 2% 28 062 3% 146 Qi'o7 62 YTD'07
Asia il 1 0 n 18 2 1l 4 -33% 192% 54 19 177% 42 Qi 33 \TD'08
Global Advitory ) 84 2 21 P 330 188 | g 6% 8oL 58 gt 25 Q3'07 918 vrD'0r ]
Neoa-league table reveoue l 120 126 110 150 178 3% 4% 407 478 15% I
% of Total Advisory T %) W fren Frxa 2 0%
Advisocy Marke Envirgoment )08 YTD 0§ o
us ol ____ Ay Q38 Qz'8 Q108 Qi Qo7 _|_o2on 1oz [ YIDWS] _VID'0? YTDW?  QuRecod _ Qe YIDRecod _ Year
M&A Complered
Glohal Market Volume 225334 336647 129.690 69167 || 661994 753765 LIILWMO | 1004307  ua | 2007431 2979626 9% 113740 Q1407 2997626 YID'0?
Lehman Macker Volume 14287 99950 22,608 166045 || 185666 93,193 389995 | 13041 won  wm W | 46T % 389995 Q497 469791 YTD'07
Lehnun Markes Shace 2 BT R T 2 S 244% 28.0% 12.6% 34.3% ekl e m 22% 1S8%  IS% na ol o na
M&eA Announced
Global Market Volume 358829 406943 172515 93287 | 815811 76680 92707% | 1L3n013) e 20 | 2535379 assesd 29 1346161 Q207 3558684 YTD'0?
Lehman MEA Announced 64452 62,772 28.734 152958 [ 176,108 7L 7890 | 161837 4% 400837 13362 6% 325505 Q2107 737623 YTD'07
[chman Matket Share 18.6% 5I% r.% 16.2% 20.1% 10.0% 8.5% 13.1% 49% 29% 1584 20.7% 4% na LE] wa wa
Ma:A Complered Fee shate 0.0% 4% 00% 49% 5.9% 70% 49% w9%) <% o 29% 49% o% 70% Qi'os 52% YTD'04
Pipcline Value (§B) 233 156 180 180 s 263 231 616 6% 20 180 616, -71% §16.1 Q307 616.} YTO'02
Pipeline Fecs p3 PR T B 1 32 249 340 m sot| 2% Jema m 5000 -36% 5209 Q207 5010 YTD'0?
Q3°08 versus Q2'08 and Q3’07
Advisory:
. M&A revenue of $231mm was down 3% vs.Q2'08 and was 46% lower vs. record Q307 Q3’08 was the lowest for advisory revenue siace Q3°06.
. M&A Global Announced market volume of $943bn in Q308 rose 8% vs. Q2’08 but was down 23% vs, still strong Q3°07, as turbulence in the liquidity and LBO mackets continued
to impact merger activity.
. Lehman announced volume of $153bn fell 13% vs. Q2°08, but Q2°08 included the $113bn Altrda spin-off of Philip Morris International. Excluding that deal Q308 would have been
142% higher than Q2'08. I.chman announced share in the quarter was 16.2% vs. 20.1% in Q2’08 and 13.1% for Q3°07.
J Lehman's M&A Completed volume of $167bn in Q308 fell 10% vs. Q2°08 (which also included the $113bn Altria spin-off of Philip Morris International) but was 43% higher than
Q3'07. Market M&A Completion volume actually fell 23% from Q3'07.
. Top Lehman transactions announced in the quarter (SDeal sixe): Verizon Wircless (acq of Alltel Corp) $113bn, Gas Natural (acq of Union Fenosa SA) $12bn, and Groupe Credit
Mutuel (Acq of Citibank Prvatkunden) $8bn.
. Large fees in Q3'08 included Tele Atlas NV $2tmm (sale to TomTom NV), CME Group $18mm (Acq of NYMEX Holdings), Staples Inc. $18mm (Acq of Corporate Express), and

§Z.LZ¥0 0¥62003S 1HAT

SAB Miller $9mm (JV to combinc operations of Miller Beer and Coors).
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LETIMAN BROTHERS
TIHIRD QUARTLR 2008
REGIONAL ANALYSIS

2
Eurape Revenves (Smim) Quarier Trend A% 9 Months Ending May A% Records
Q08 . YTDWE
Q3'o8 Q2°'08 Q148 01'07 Q307 0268 Q307 YTD '08 YTD 07 YID oz Qu Record Qu YTD Record__ Year
Equity Underwniting 7 5 38 51 9 30% 22% 186 194 4% Qo7 20  VID'0O
Letenged Fisunce ¢ 3 12 3 35 9% 9% 24 47 % 0] Qz'o7 W7 Y107
Drbt Catad Nurkses 38 i2 pLd o 1] -28% -38% 44 147 Z% 135 Q106 24 Y1005
Total Dcbe Undenvating 38 57 7 35 % -34% £i1% 168 294 -43% 155 Q106 291 Yoo
Finanga) Advisory 0 76 n 146 84 2% -28% 28 262 -13% 46 Q107 2 IO 07
Aurgburable 14 27 42 14 32 8% -56% 823 104 20 42 Qt'o? 1 Yo7
Toind Banking 190 212 264 26 310 BUA -39% 665 853 220 310 Q307 834 YIoo7
2
Asia Revenues (Smm) Quarter Trend A% 7 Months Em‘b'ng May 4% Records
Q108 s, YID'UR o5
Q3 '08 2 '08 Ql'08 Q407 Q3'07 0208 0371 YTD '08 YTD '07 YTD'07 er Record Qu YID Record Year

Fquity Undenwriting | 5 V) 8 3 I7% -95% 24 37 7% 67 Q205 106 YTD 05
Loienged Finuner 0 18 3 [/} 7 28% -23% 2! 25 afa 18 Q208 25 YD o7
Debt Copital Markesx 12 24 i7 13 1 A% 3% 32 46 13% 26 [e2R0] 6) YD 03
Torul Debr Undenvriting 12 41 19 1} 18 T 35 73 n % 4 Q2'v8 PA] YTO08
Finandal Advisory 13 19 22 11 4 BN 122% M 19 177% 42 QLo M YTD'08
Aunbucable i 5 2 3 4 8% 6% 7 6 2H% 31 Q01 pL] YTD'0)
Toral Banking 2 70 (7] 3 50 1% 5% 159 153 4% 96 Q203 193 Y1005

Q3’08 Europe revenue of 3190mm fell 10% vs. Q2°08 and 39% vs, Q3°07.

Equity Origination revenue of $77mm was 50% above Q2’08 bul 22% below Q3'07.
. Equity revenuc for the quarter was based mostly on several large Rights Offerings.

. Top Q3’08 transactions: rights-offerings for Carlsberg S/A ($43mm), Credit Agricole
(3)5mm) and Imperial Tobacco Group ($13mm),

Debt Capital Markets revenuc fell 28% vs. Q2'08 and 38% versus Q3'07.

. Revenue was boosted by significant capilal restructuring trades for several Financial
{nstitutions ciients.
. Top Q3'08 transactions included a credit solutions transaction for Schiphol Group

($9mm) and a bridge financing for Carlsberg SA ($3mm)

Leveraged Finance revenue was $0mm, down from S4mm in Q2'08 and $35mm in Q3'07.

Advisory revenue of $60mm in Q3’08 fell 21% vs. Q2'08 and 28% vs. Q3'07.

. Completed M&A transactions included Tele Atlas NV $21mm (Sale to Tom Tom
N.V), and Groupe Credit Mutuel $6mm (Acq of Citibank Deutschland).

. Key announced transactions for Q3’08 included: Gas Natural (acq of Union Fenosa
SA{ $12bn, and Groupe Credit Mutuel (Acq of Citibank Privatkunden) $86n.

Q3’08 Asia revenue of S27mm fell 62% vs. Q208 and 46% vs.Q3°07.

Equity Origination revenue was $1mm, vs. $5mm in Q2'08 and $23mm in Q3'07.

. Asia cquity market volume fell 39% in Q3'08 vs. the prior quartes, while Lehman
volume fell 86%,
. Main Lchman deals in Q3'08 was a convertible deal for Norton Gold Fields

Limited Australia) and an IPO for KSK Encrgy Ventures (India).

Debt Capital Maogkcts revenue was S12mm in Q3°08, down 49% vs. Q2°08 but up 5% vs.
Q3'07.

. Main revenue gains came from client solutions transactions for Taiwan High Speed
Rail Corp and China Oilfield Services.

Leveraged Finance revenuce was S0mm, down from $18mm in Q2°08 and $7mu in Q3°07.

Advisory revenuc was SI3mm in the quarter, down 33% vs. Q2°08 but up 192% vs. Q3°07.

. Q3°08 included advisory fees camed (fom Asia Pacific Land Lid (Japan), Primus
Pacific Partners (Hong Kong) and Nippon Life Insurance (Japan).

.
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Global Revenues (Smm)

Equity Undawriting
Larerdged inance
Debt Capital Murkets
Tatal Debr Undenwriting
Finandal Advisory
Totnl Banking

Americas Revenues (Smm)

Equity Undenvniting
Latergged Finance
Dbt Capital Markets
Toral Dbt Undeawniing
Finangal Advisary
Attaburable
Total Banking

Europe Revenues (Smm)

Equity Undenvriting
Lerergged Finunce
Debe Copital Markers
Tordl Debt Undenwriting
Finangal Advisory
Anrbutible
Total Banking

Asia Revenues (Smm)

Equity Undawating
Laerged Finance
Debt Capited Markete
Total Debit Undenwriting
Tinand:l Advisory
Audbutable
Total Banking
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Quarter Trend A% 9 Months Ending May A% Records
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LEHMAN 1, OTHERS
THIRD QUARTER 2008
ASIA BANKING VOLUME

- Fiscal Quasies Teend D Monathe Ending Mav A% Calendsr Year A% Heenrde
VDOt ANNOf o
|—3ok { [Q208 | 108 Q407 P@ YD 08 VID'Wm_ _Veoer | ANN'_ _Cvie [ Qo7 | QuReonrd _Qu  VIDWRecord Year
2% 36405 n.903 109336 76,439 100,484 a3, (97 12240 242367 229,108 104336 Qy'e7 25197 NTDW
1746 20,85 250 75,400 CEITS 76048 72,250 4B, 1N 200,678 (28,951 B0 QD 172286 V1D W07
417 257 1530 3620 HIR 2] 27873 61926 239 9,303 28,869 220 Q%6 61526 YTDW
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15,030 A4 17310 13,982 H6IE 53,7194 42825 754M 63,064 00 28 Qe 5374 YTDYS
. 500 - 305 2,588 S00 [ATH) 730 5,306 750 26 Q% 6185 \TDW?
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176,406 14304 m339 373238 205,956 57303 595,003 71604 L% ) 614,654 A Qer s50m  YTDW?
]
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2308 o, VID 08 o ANN'0S 1
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LEHMAN BROTHERS
THIRD QUARTER 2008

INVESTMENT BANKING FEE SHARE*

1
Global Fee Share: A% Calendas Year A % Calendar Year Records
Q308 o YTD D5 1y
* 3 '08 Q2'08 Q103 Q4'07 Q3°07 0208 23 07 YTD '08 YTD'0? YD 97 CY '07 CY '06 Fee Share Period
Fee Share - All Produas 4.6% 4.6% 5.46% 44% 14% % 5% 4.0% 1.4% % 4% 4.6% 39% Q1o
Exquily 45% 1.8% 11% 30% 3% 4% % 35% 34% 33% 3% 3% 48% Qi
Debr 39% 1.3% 1.7% 5.1% 4.6%% 9% 4% 3.9% 4.6% 4% 3.06%% T A% 7.0% Q202
Bligh Yidd 44% 4.2% 0.0% 6.8% 6.0% 5% -26% +4% 6.0% -26% (6% 52% 82% Q202
M&A Completed 1.9% 5.2% 1.0%% 4.9% +.%% d% [/ 4.9% 4.9% % 4.46% 4.5% T.0% Q1'e8
?
Amcricas Fee Share: A% Calendar Year A% Calendar Year Records
2308 o3, YTD 0% 5
Q3 '08 Q208 Q1'08 Q4 '07 Q3'07 2y 0307 YTD '8 YTD 07 YD o7 CY'o7 CY 06 Tee Share  _Period
Fee Share - All Produas 6.0% 6.3% 8.8% 6.2% 6.l% 3% 1% 6.0% 0.1% A% 6.2% 6.9% 8.8% Q108
Cepity 6.1% 6.9% 8.5% +.9% 54% 2% 1% 6.1% 5-4% 14% 5.00% 3.9% 85% Q108
Debt F4% 4.8% 3.5% 6.3% 4% $% 49% 1.4% 34% 19% T.1% 11.3% 9.2% Q2'05
Eligh Yidd 4.8% +.2% 0.0% 4% 6,6% 4% 2% +4.8% 6.6% 27% 1.2% 60% 2% Q105
MaA Com plcu'd 7.1% 7.3% 1.7% 06.7% 6.7% 3% % T.1% 6.1% 6% 63% 6.2% 1.7% Q18
]
Europe Fee Share: A% Calendar Year A% Calendar Year Records
Q308 13, YTD 08 os
Q308 Q208 Q1'e8 Q4'07 Q3°07 £2'98 (22804 YTD 08 YTD'0? Yrpwr CY '9? CY'06 Fee Share Perind
Fee Share - All Praduas 3.5% 3.5% 1.6™ 2.6% 2. 7% 0% 28% 3.5% 2% 28 "/- 25% 3.0% 4.8% Q'
Equity 3.7% 26% 0.0% 1.1% 2.0% +2% 83% 3.7% 2.0% 83% La" 25% 4% Q204
Debt 3.2% EE: 2.3% 3:4% 3.8% -16% 6% 3.2% 3.5% 6% 3.2%% 3.4% 4.3% Q203
Fligh Yiidd 00% 0.0% 0% 1.2% 3.9% wla “S00% 0.0% 3.9% -100% 4% 37% 16.6% Q1'vy
M&A Coimpletcd 35% 37% 1.7% 0% 28% % 26% 3.5% 2.8% W% 2.8% 3.2% 12% Q1'm
1
Asia Fec Sharc: A% Calandar Year A% Calendar Year Records
0308 YID 08 15
Q3'o8 Q2 '08 0Q1'08 Q407 Q3 '07 Q20 0307 YTD '08 YTD'0? Yrp oz CY'07 CY '06 Fee Share Period
Fec Share - All Produas 14% 16% 17% 1.4% 1.3% -13% 7% 4% 1.3% 7% 1.3% 0.4% 24% Q2'®y
Fyquity 2.5% 0.3% 0.0% L% 1.3% 0% S0% 0.5% 1.3% 40% 1.6°% 0.5% 1.5% Q207
Deby 1.3% 0.7% 4.6% 10% 0.1% 6% 1363% 1.3% 0.1% 1363% 3.2% 3% 4.6% Qt'08
High Yicd 0.0% 0.0% 0.0% 2.3% +.6% wlo -100% 0.0% 4.6% 100 25% 0.0% H0.6% Qyo7
M&A Complered 23% 3.0% 3% 1.5% 1.7% 2% IR% 2.3% 1.7% 35% 1.6% 0.3% 5.7% Q2'03
} Reoeds dare badk 10 Q102 (Global} and QI '03 (Regnions)
* As of 7/31/08
o
INVLSTMI NKING DIVISION
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INVESTMENT BANKING PIPELINE FEES
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Global Pipcline Fecs (Smm): ' Quarter Trend A% 9 Months Ending May A % Records ’
2308 1. YT 08 o3
Qo8 | | Qa'es Q1'08 Q1'0? Q3'07 0208 0307 YTD '08 YTD'0?7 \TD 07 __Fees _Period
Equity 152 302 316 317 -28% 52% 152 k1Y $52% 22 Q07
Tevenged Finanae 3 46 54 11 17% $9% M m 9% 502 Q207
Debr Capial Markats EY 58 87 61 10% 18% 350 61 -18% 123 Q36
Subtotal Debe 84 104 1 172 13% 1% 84 172 1% 616 Q207
Advisory 322 340 374 301 29% -36% 322 301 -36% 521 Q207
Total 558 746 831 990 4% % 558 990 4% 1,560 Q2'07
Americas Pipeline Fees (Smm): ! Quarter Trend A% 9 Manths Ending May A% Records
D308 o, YTD 08 ».
Q3°08 Q1'08 __Q4'07 Q3'07 0208 0307 YTD '08 YTD'0? YTD'07 Fecs Period
Equity 19 a4 285 286 20% -58% 119 286 -58% 7 Q'0?
Levenged Finana 30 39 18 109 10% 3% 0 109 7% HO Q2'07
Debt Capstal Maskets 22 23 36 70 3 0% 38% 2 34 58% 105 Qz'07
Subtotal Debt 52 49 75 108 163 3% £8% 52 163 48% 545 Q2'07
Advisory 167 176 215 218 310 3% 6% 167 310 ~46% 378 Q207
Total 338 376 504 Gl 752 -10% 35% 338 759 -55% 1,301 Q2'm
Europe Pipeline Fees (Smm):' Quarter Trend A% 9 Manths Ending May a % Records :
0308 rs. YTD 08 13
Q3'08 Q2 '08 Q1'08 _ ' Q3'07 0208 0367 YTD '08 YTD'07 YTD 07 Fees Period
Equity 16 ] 83 30 13 73% 27% 16 13 27% 112 Q2'00
Levenged Finanae ] - - 10 - ala wla 5 - won/o! 62 Q2'07
Debe Capital Mackets 27 23 22 17 7 20% 290% 27 7 290% 36 Q2°06
Subtotal Debt 32 23 el 27 7 40% 354% 32 7 I54% 76 Q306
Advisory 137 39 103 136 184 131% 26% 137 184 -26% B:2] Qi'07
Total 185 142 210 193 203 30% -9% 185 203 -9% 243 Qa‘'o7
Asis Pipeline Fees (Smm):‘ uartee Trend A% 9 Months Ending May A% Records :
23°08 1y, Y1008 s
Q3'08 Qz'08 | Q1 '08 __Q4'07 Q3'07 0203 0307 YTD '08 YTD'07 YD '07 Fees Period
Equity 17 - 5 . 19 ala -10% 17 19 -10% # Qw
Leveraged Finana - 2 7 6 2 -100% -400% . 2 wla 7 QI8
Debe Capital Markets - - - - - afa nfa - - wla 6 Q100
Subtotal Debt - 2 7 6 2 -100% -100% - 2 ala n Qi'00
Adwvisory 18 15 20 20 8 27% H3% 18 8 5% 20 Qi'08
Toral 35 17 32 27 28 109% 24% 3 28 24% 72 Q1'00

" Fec information is for both lend and @-lcad managed deals
*Rewords date back to Q1 00

INVESTMENT BANKING DIVISION
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LEHMAN BROTHERS
THIRD QUARTER 2008
INVESTMENT BANKING PIPELINE VALUES

Global Pipcline Value (sbn): ! Quarier Trend A% 9 Months Ending May A% Recards
0308 s YTI2'08 1
Q308 Q2'08 _Q1'08 Q107 Q3'07 0208 2307 YTD ‘08 YTD '07 YiD 97 Value Period
Equity 10 32 29 24 18 -70% 6% 10 18 6% 32 Q28
levenged Finana 8 12 13 30 132 -30% 9% 8 132 M 132 Q307
Debr Capitad Markets 18 23 27 30 47 9% 1% 18 41 1% a5 Q307
Subtocat Debt 27 M 39 60 179 22% ¥5% 27 179 B35 179 Q307
Advisory 180 215 268 23t 616 16% 71% 180 616 T % 616 Q3'07
Total 217 282 33 315 813 -23% ~73% 217 813 -73% 8)3 Q307
Americas Pipeline Vajue (Sbn): ' Quarier Trend A% 9 Months Ending May A% Records
0308 Y08 rs
Q3'0s Qz'08 Qt'08 Q107 Q' 0208 0307 YTD '08 YID ‘07 YD 07 Value Period
CEquity 6 ? 12 18 16 4% 0% 6 16 40% 25 Q2'07
Leveaged Finana: ? " 3] 27 126 37% 2% 7 126 D% 126 Q307
Debr Capital Markers 8 10 14 23 35 -22% 7% 8 35 7% 35 Q3'07
Subrota) Debr 15 2 25 50 161 -30% 91% 15 161 21% 161 Q3'07
Advisory 86 84 105 56 274 1% $9% 86 274 7% 274 Q397
Total 107 113 141 24 451 -5% -76% 107 451 ~76% 451 Q3 '07
Europe Pipeline Valug ($bn): ' Quarier Trend A% 9 Months Ending May 4% Records
D308 4. YD 08 i
Q308 Q208 Ql'os Q107 Q307 | o208 0307 YTD '08 YTD 07 YID 07 Value Period
Equiry 3 2% 17 6 1 3% 5% 3 | 115% 26 Qs
Jeveraged Finanae 1 - - 2 5 ufu £1% 1 5 % 17 Q2'07
Dcbe Capital Markets 10 12 13 7 12 -16% -10% 10 12 A 18 Q206
Subtor) Debs 11 12 13 9 17 7% -33% 1 V7 -33% 32 Q2'07
Advisory 88 12_8_( {158 163 34 3% T4% 88 340 24% 340 Q307
Total 102 165 187 183 358 -38% «71% 102 358 ~71% 358 Q3'07
Asia Pipeline Value ($bn): ' Quarter Trend A% 9 Months Ending May A% Records :
0308 1. Yrons
Q3'08 Q2'08 Qi '8 Q4'07 Q3'07 0208 03107 YTD '08 YTD '0? YD 07 Value Period
Ciquity 1 - ] . | nfa -30% 1 1 -3 H) Q107
[everaged Finana: B D] 2 0 0 100% 100% - i} ala 2 Q108
Debr Capital Markets - - nln wla - ula 4 Q302
Subtotal Debt - 0 2 0 0 100% 100% 0 nfo 4 Q3°02
Advisory 7 3 6 7 2 113% 183% 7 2 187% 14 Q195
Tartal 8 3 8 8 4 1221% 103% 8 4 103% {5 QLo
' Value indudes only lead managed deals
* Reords date badk to Q1o
P

INVLSTME
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LEHMAN o OTHERS
THIRD QUARTER 2008
PIPELINE OVUERVIEW

*  Q3'08 total pipcline volume of $217bn is below Q2’08 by 23% and toral book run revenues of $358mm arc above Q2'08 by 4%.
- When compared to Q3’07 volume is down 73% and revenues declined 44%.

M&A

*

+  We received Ieague Table Credit only for $64bn on deals awarded in the quaster including
$28bn Verizon/ Alltel, $9bn Continental AG/Schaeffler KG, S4bn Sunpower/Cypress
Serniconductor and $1bn Telefonica SA/MediaSet.

Advisory revenue pipeline increased qoq by 29%4 driven by large cross border transactions

that include $8bn Credit Muwel/Cidbank Gemany (325mm), $5bn Finmeccanica
SPA/DRS Tech ($20mm), S1bn AIG Highstar/GMTR (§19mm), Mubadala
Devclopment/General Electric (§17.5mm) and S4bn China Ol Ficld Services/ Awilco
Oftshore (S7Tmm).

& Pipcline revenues are down 28% qoq driven by the completion of large deals for $9.4bn

Credit Agicole SA (523.4mm), $6.0bn Carlsbeeg A/S ($20.9mm) and $9.4ba Impenal
Tobacco ($6.0mm). Postponed deals totaling $86.1mm of cevenue fell off the pipeline
including “Project Michelangelo™ ($37.5mm).

¢ IPO'’s account for 54% of book run volume and 59% of associated revenue. Financial

Sponsors account for 58% of IPO book run volume and 46% of revenue compared to a

year ago at 9% and 10% respectively, as Sponsors preparc to take advantage of a window

in the 1PO market.

same quarter (45%) in Q3'08. Deals include: $1.8bn XTO Energy (S12mm), $1.3bn
Chesapeake Energy (58.5mm), $1.0bn Petrohawk Encrgy ($9.0mm) $0.3bn Energy
Tansfer Ptans ($2.5mm).

Volume (Sbhn)

Product -—--% Chg --—
Q3'08 Q208 Q307 Q2 '08 Q3 07

Advisory 180 215 616 -16% 1%
Equity (Lead) 10 32 18 -69% 44%
LF (Lead) 8 12 132 -33% -94%
DCM (Lead) 18 23 47 -22% -62%
Total IBD (Lead) 217 282 813 «23% ~13%

Volume (Sbn)

Regions e % Clig seome
03'08 Q208 Q3'07 Q2 08 03 '07

Americas 107 113 451 -5% -76%
Eurgpe 102 166 358 -39% -72%
Asia 8 3 4 133% 75%4
Total IBD (Lead) 5 216 182 813 -23% -73%4

Equity pipeline is not as dependable as previous duc to deals awarded and executed in the

Leverge Finance

¢ Pipcline increased on the back of inceeascd Sponsor activity.

¢  New LBO deals mandated include: S1bn Converteam (LBO
FFrance) (S4.5mum), SO.6mm Huish Detergents (Vestar) (S4.7mm)
and $0.3mm Sungard Dara (Silverlake) ($2.8mm).

DeM

@ On the back of the Credit Mutuel M&A the financing mandate
for $2.9bn with $15mm of revenue represents 15% of our DCM
revenue pipeline.

Regional

¢  Europe and Asia revenue pipeline ace both ahcad of kst quarter.
Asia is also ahead of Q307 pipcline.

4 Our Inteenational revenue pipeline has jumped from 30% in
Q208 to 40% in QI'US,

Revenues (Smm)

Product -——-%Chg ~—
Q308 Q208 Q307 Q2 '08 Q3 '07
Advisory 322 248 501 30% =369
Equity (Lecad) 144 204 279 -29% -43%3
LF (Lead) 34 28 111 2% -65%
DCM (Lead) 50 45 61 11% -18%
IBD (Lead) 550 525 952 5% 42
All Prod. (Co-Managed) § 10 39 -20% ~79%
Total IBD 558 S35 990 4% 44y

. Revenues (Smm)

Regions neess % Chg ---—
Q3'08 Q208 Q307 Q2'08 Q3 '07
Amcricas 330 366 721 -10% -54°4
Europe 185 142 203 0% 9%
Asia 35 i7 28 106% 25%
I1BD (Lead) 550 515 952 5% 42%
All Regions (Co-Managed) § 10 39 -20% -719%
Total IBD 558 535 990 4% -44%,

INVESTMENT BANKING DIVISION
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LEHMAN BROTHERS
THIRD QUARTER 2008

LEAGUL TABLE COMPETITOR ANALYSIS

(Fiscal Year)

M&A Completed i jefd Gripinatio
Ql‘'o3 Q2'08 Q¥ 07 Q3 'os Q2’08 Qo7

Volume Sharc Volume Share Yolums Shap Yolme Shane Volum: Shan Volum: Share
Whnutt Brothers 1688 4% 1887 8% o % Lehman Brothers 0.5 1% W] 5% 20 6%
GS Sachs 259.6 38% 2433 ™% N9 30% GS Sachs 04 1% 15 8% 15 ™
Morgan Stanky 206 %% 03,9 6% 2500 W% Morgan Sianky [F3 1% 09 % 2t %
Merill Lyach 1550 A% 821 124% 143.2 14% Menill Lynch 0.4 1% 12 6% 24 ™%
Tola Marker 891.7 §62.0 4% 10243 TFoul Morket 127 20.1 3% 357 4%
Sinifican) Tansactiona - 0208 Sinilicant Tonsactions - 0208
+§75.2n Suez SA (UBS/JPM/Reths/MS/BNP/Calyon/ HSBC/Blackstone) Gz de Fran (Leh/Mec/Lo/GS/ABN/Soc Gen) -$1.3bn Vedanta Resources PLC (JPM/MS/Basclays/Cri/Deutsche)
-525.90n Qear Channel Commun (GS/Lazy/ BT Tripk Crown Co (MS/Cit¥Credit Suissc/Deutsche/AVachovin) = $L.2bn Intclsat Corp (Credit Suisse/Banc of Amcric2/MS)
- $16tn Telmes-Interastional Operation (LeW/GSY Sharcholders {-) - $16n Intelsac Jacksan (Banc of Aawic/Credit Svisse/MS)
« §14.3bn Endesa llaba (CHyUBS/MudiobaneMS/GSY EON AG (Deulsche/HSBC) -50.8bn XM Satellilc Radio Hidgs (JPM/MS/UBS)
«$13tn Becirenic Dato Systems Corp (Citi/Exercore Pariners) tewlel-Puckard Co (Leh/JPM) =50.7bn Seque Corp (Leh/Citi/JPM)
Ys&d donpuaged Hirh Grade Oripinetion

Q308 Q208 Qo7 Q308 Q208 Q3’07

Volurm Shan Volume Share Velums Shore Yofums: Share Volum: Sharg Velum: Shar:
Lehman Brothers 1530 16% 176.) % 161.3 13% Lehman Brothers 60 1% 8.1 % 183 3%
GS Sachs 2063 3% 3708 429 3510 29% G5 Sachs 136 3% 306 % 262 %
Mongan Stanley 163.4 17% 2087 B% 39 % Morgan Stanky 128 % 314 % 213 %
tMerndi Lyach 122 1% n? 9% 207 18% Menill Lynch 28] % 422 5% 326 %
Yol Market 9433 8755 8% 12300 Total Market 4493 7829 43%" 5128 -17%

Signific nsactions - ) 'R

-$39.6bn Anh h Cos {GS/CaiAM (s /UBSY InBev NV (Laz/iPM/Deucsche/BNPYGentervicw)
«$13,Tbn Genentech  (GS) Rache Helding AG {Greenhit)

-528.1ba Allic) Corp (Citi/ GSIRBSY Verizon Wireless (Leb/UBS/MS )

- $22.8bn Unloo Fenasa SA (- Gas Natural SDGSA (LeW/UBS)

~$19.8bn Britsh American Toluceo FLC (LeW/GS/MS ) Shareholders (-)

Significany Teongactions - Q2 '0R

-$5.55n Credin Suissc (Credit Suisse)

-85.2bn Skmens NV (Doutsche/GS)

-85.2bn ING Bank NV (Deutsche)

«$55n Soc Gen SA (Soc Gen)

- $5to Time Wnener Cable  (Leb/BolA/BNP/MS/Citi/Deutsche/GS ...)

Equiry Originuti

Q308 Q208 Qo7
Volume Share Volume Shan Volume Shan
Lehman Brothers 13 % 3 % 38 %
G5 Sachs 26 13% 19.1 9% W 6%
Morgan Stanley 167 10% 206 0% 193 %
Menill Lynch 234 13% 105 5% 193 %
Total Marker 1748 216.1 -19% T 2288 -24%

i uas-Q2'00
«$24,3bn RBS (Mc1/RBS/GS)
+ $15.4bn UBS AG (IPM/MS/URY/BNPIGS)
+$12.2bn € Vak do Rio Doce SA (Credit Suisse/ABN/BNP/Calyon/Citt/HSBC/IPM/Santandcr)
- §9.9bn lmperinl Tokacen Group PLC (Leb/CitifMS/Hoore Govett)
- §9.%bn Mur Lynch & Ca (Mer)

Note: All valymes in S millfons

INVESIMLEI

NKING DIVISION
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LEHMAN LnO'THERS
THIRD QUARTER 2008

SIGNIFICANT BANKING DEALS IN PIPELINE

Value Revenue Est. Date of
($mil) Deal Industcy Region Transaction Description ($mil) Completion
M&A Announced
7,811 Groupe Credit Mutuel FIG EU  Acquisition of Citibank Prvatkunden AG & Co KGaA 280  Dec'08
5,482 Finmeccanica Spa Ind AM/EU Sale of Converteam to LBO France 20.0 Oct '08
1,107 AIG Highstar Capital PW AM  Sale of 50% equity interest in [ntergen N.V. 190 Dec'08
n/a  Mubadala Development Company FIG AM/EU Formmation of global business partnership with GE 175 Sep '08
10,600 SprintNextel COMM AM  Merger of 4G Wimax assets with Clearwire 17.0 Mar '09
n/a  Almutamayeza Co. Ind EU  Sale of interest in Abdul Latif Jameel Group LLC 138 Sep '08
22,750 Gas Natural SDG NR EU  Acquisidon of Union Fenosa SA 12,5 Nov '08
n/a  Barclays Prvate Equity IND EU  Sale of Converteam to LBO France 11.7 Oct 08
4,380 Choicepoint TECH AM  Sale of Converteam to LBO France 114 Oct '08
Equity
2,200 Finmeccanica SPA Ind EU Rt 11.8 Oct 08
750 McJunkin Red Man Corp (GSCP)  Ind AM  [PO 99 Nov'08
Fixed Inxome
3,900 Groupe Credit Mutuel - CIC FIG EU  Preferred 14.8 Sep '08
5,000 Las Vegas Sands RE AM  Bankloan 10.0 QOct '08

INVESTMENT BANKING DIVISION
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LEHMAN BROTHIERS
THIRD QUARTER 2008
BANKING PIPELINF CHANGLS: FQUITY MANDAITS

{in § millions)
i Client Teansaction *Value *Fees Fxpated Fiding Date )
L Total Pipcline at 5/31/08 32,200 2038 ]
Significans Deals dropped off pipeline during Q3 2008:
Project Michelangclo PPD . 37.5
Radian Group Inc. 800 100
FPl. Group 800 6.0
Endoceutics . 4.8
Porrs America (AIG Highsiac Capial) - 4.5
Solarwinds.Net 200 45
Under S4mm 700 2.3
A Sub-total Dropped 2,500 76.8 ]
Significant Deals on pipeline completed in Q3 2008:
Credic Agacole SA 9,000 234
Carlsberg A/S 6,000 209
Imperial Tobacce Group PLC 9,400 6.0
Innovatve Windpower - 40
Usder $4rm 1,100 86
L Sub-toral Complered 25,500 62.9 ]
Signiffcant Deals added to pipeline in Q3 2008;
Finmeccanica SPA Ris 2200 11.8 008
Mcjunkin Red Man Cocp iPO 700 99 Nan8
NX Infeastructuce P Place - 7.5 008
Mcg Energy P Pince . 65 Nor0§
Avago Technologies (KKR/Silver Lake) PO 500 53 Dec.08
DLIF Assets Peivate Lid P Place - 50 008
Rexnord LLC {Apallo) PO 600 50 Q.08
Promos Tcchnologics Cwt 500 4.5 Sep-08
Shinco GPS 10 200 42 Tho
Crimson lixploration 1o 200 40 Qa-08
Under S4mm 00 10.5
L Sub-toral Added — 500 7z
E wes on pipeline in Q308
Cellebrum L1d 100 HO)
AGA Medieaf Corp (Welsh Carson) - 14
Pinnacle West Capital - 14
Ring Resatirre Pariners 100 1.0
L Sub-rord Added 100.0 53 ]
C Total Pipeline at 8/31/08 9,700 143.6 1

* Value and Fee includes only lead managed deals

INVESTMLS

\NKING DIVISION
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LEHMAR ... OTHERS
THIRD QUARTER 2008
BANKING PIPELINE CHANGES: LEVERAGED FINANCE

(in S millions)

Client Transacton *Value Expected Filng Date )
[ Total Pipelinc at 8/31/08 11,500 27.6 ]
Significant Deals drapped off pipetine during 123 2008:

PT Pacific Oil & Gas Indoncsia 100 23 '

TRW Automotve Holings (Blackstonc) 400 1.8

Key Encray 100 1.5
l Subo-tolad Drapped 600 5.6 ]
Signifcant Deals conplete on pipeline dwring Q3 2008:

O Reilly Automoave 1,200 30

Linn Energy, LLC 400 20

Six Gear Soluuon (Warburg Pincus) 800 19

Six Flags 400 1.8

Wesco Aircrafe Fardware 100 0.5

Mdjunkin Corp 1,000 -
I Steb-folal Completed 3,000 9.2 ]
Signgicant Deals udded on pipeline diering 23 2008:

Huish Decergents (Vesear) Sr. Note 600 47 S8

Converteam (LBO France) Bank Loan 1,000 45 Sep-08

Natonal Cinemedia Brdge - 38 Nor-08

Meg Encrgy St Note 500 30 Sep-08

Waste Services Bank Loan 300 28 Sep-08

Sungard Dat Systems Bank Loan/Bridge Loan 300 28 0108

Bonten Media (Diamond Castle) Bank Loan 100 19 Sep-08

Antero Resources Bank Laan 200 07 Out-08
[ S tb-total Added 3,000 24 ]
Economic changes on prpeline in 93' 08

Las Vegas Sands (2,000 20

Wesco Aireraft Hardware - ©.9)
[ Sub-tatal Added (1,900) G) 1
[ Total Pipeline at 8/31/08 8,100 34.1 ]

INVESTMENT BANKING DIVISION
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wp\groups\fin\finance\Financial Control\M Reponing\Revenue Analysis\REVENUE REPORTING\Green:™™ ~008\Q\Capital Mkes\Q3 - CM.ppt - crenner - 9/11/2008 2:10:59 PM

Capital Markets Revenues

Current Quarter Data Quarter Trend A% 9 Months Ended A% Records
Q3 '08 versus YD YTD YTD *08 vs. Quarter FY
Jun 08 Jul'08 Aug°08{ Q308 2 ‘08| O ‘08 Q4 07| Q3 '07 Q2 '08_OQ3 '07 2008 2007 YTD '07 Amount _Quarter Amount  Year
EQUITIES

Equty Divoe Subtol) 64 8 2 14 336 189 m 963 $1% -85% 1,210 28 -56% 1090 Q207 3R27 2007

Equiy Peime Services 9 78 &9 24 196 m 26 283 -38%  -14% 905 382 % %0 Q208 1078 2007

Glbal Principal Swowgia - Equiy [ o . [¢]] 2 3 14 7 o na 4 9 -56% N Qi 23 2007

Global Trading Sirutegics - Equiy 2 (189) [¢5)] I¢E ) ass)  an ns|  16) 1% n% b2 141 A% a Qo w107

Drect Percipal bovestmenss - Gquty 9 49 [¢}) ” » ) 19 @)] -18% i 56 8 215% N Qw 56 2008

Globsl Opportunsies Group - Equity ) 9 [©)] 2 b a3 [{) (1} -90% va n (9 o3 4 QI8 7 2008

Privte Equity « EQ Q%) [N 6) (1) w| @ 25 kL] n o (304) 24 v % Qv 49 2007

Assct Managererd [mvestroents 9 dn () 02) sy 87 s2| (o6 B% IR 270 (a3) P 21 Qw7 4% 007

Cquies Oter 6 241 142 Ixg 130 150 3 289 199% _ 3s% 710 30 121% 389 QIR 710 2008
Tote] Equltles Sepement - 108 260 [ 454 601|140 - 2000] ' 3377 4% 8% 2488 4398 4% 2000 Q407 6398 2007
FIXED INCOMF.

Fixed Income Diviomi Subotal 28 @I182) () (5677 (3,159)| an 139 332 80% v (8.908) 3,495 o 2,039 Q2o 7,192 2006

FID Prime Services 2] a9 94 267 276 360 28 22) -3% 2% 903 546 65% 0 Qles 903 21008

Globa! Principal Strategies [e}} (@) 31) (75) aso)  (163) [0)] (98) S 4% (398) 183 "3 L Qior 180 2007

Global Trding Stratrgies - Disgessed (152} (39 [{}) [v225! 2 {82) 1% 2 o2 wa Qale) $s o 9 Qi'nd 166 2006

Privale Equily - FID 18 o (tos)| (95) (149) o) . . 36% na 253) . o . -

Asst| Marapement Pricipal - FID ] ® (33) (38) 12 (340) - - -88% 1% (790) . [ . .

FIDOuxt (45) m 499 1218 538 (31 329 $B0 D% 113% 2,448 809 202% 18 Q308 2,446 2008
Totel Pixed Income Segrent - 13345 @yl ey 2. 7). 1088 na o4 oD §132- s 1200 Qo6 K447 .. 2006
Total Cuphal Merken Scxmeot B8 (L,165)  222) d148) M)l 182 277 2438 W o (4,851} 9,530 wa 3,594 2 ‘07 12257 2007
Totol Prime Services 3 87 = s L} 1 L2A) g 2% % 1.008 1358 % o078 (13- 1,007 2004

Q3 '08 vs, Q2 '08 and Q3 '07 :
Capital Markets : (34,148)mm vs. ($2.374)mm and $2.435 mm.

= Capital Markets revenues declined materially versus both Q2 '08 and Q3 ‘07 due to deteriorating market conditions and significant write-down in
residential mortgages and commercial real estate.

*  Gross wnte-down of $(7.8}bn: $(5.3)bn in residential mortgages, $(1.7)bn in commercial rea] estate, $(0.6)bn in Other ABS and $(0.2)bn in acquisition
finance facilities. Hedging gains were $0.8bn for the quarter. Gains on Lehman structured notes valuation were $1.4bn. Tatal Net write-down of
$(5.6)bn compared to $(3.7)bn in Q2 '08.

*  Fixed Income revenues of ($4,603Ymm:

* Lower client revenues (down 17% vs. Q2'08 and down 9% vs. Q3'07) with decreases across the board.

= Trading revenues in Rates, FX and High Grade Products were higher in Q3 08 vs. Q2 "08.

*  Losses on Asset Management and Private Equity related principal investments were significantly lower than in Q2'08 (losses from providing
support to funds).

= Equities revenues of $454 mm were also down significantly versus the comparable periods.

= Client revenues were down 22% vs. Q2'08 and down 28% vs. Q307 driven by Execution Services and Prime Services.
= Significant Principal Investment losses were recognized in the quarter, including approximately $(200)mm on our investment in KSK (India
Power Plant), as well as losses in Private Equity principal (MLP Prop Fund and MLP Opportunity Fund).

9/11/2008 2:09 PM

LEHMAN BROTHERS Capital Markets Section — Q3 2008 1
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Equities Revenues & Sales Credits
Current Quarter Data Quorter Trend A% 9 Months Eaded A% Records
Q3 08 versus YTD YTD YTD '0B vs, Quarter FY
Jun'08 Jul'08 Aup'08| Q3 ‘08' §2 '08] Q1'08_Q4 '07) Q3 07 2'08_03'07 2008 2007 YTD ‘07 Amount Qusrter Amount _ Year
EQUITIES REVENVES
Tou! Expeution Services 7% 121 R N6 528 657 374 509 40% 8% 1,501 1498 % 657 Q108 1860 2007
Canvertbes (22 “8) ) @) ) @ 28 (39) " 121% (83) 2% na 62 Q46 153 W06
Voliry {62) ] (108) {163) (187) 7 1S 458 % v €2) L& w1 a5 Q1oy 1545 2007
Equry Swaleprs 44 21 [ ki E2] 14 131 (3] 19% 28% 146 282 ~48% 143 qQlos 413 W07
Equiics Corporute 28 () 2) () a6l (143) 14 31 B -86% 232) ) 20% 72016 2006
Equity Division Sublota] 64 % 2 144 336 789 932 963 ST% B5% 1270 2894 6% 1089 Q207 J82r 2007
Equity Prime Senvees 97 78 6 14 390 m 226 28) 3% .14 905 [43] 6% 390 Q208 107 2007
Gbbat Pricipal Strategies - Equty {1} ) . [Q) 2 b ] 14 7 m va 4 9 -56% Qs 2 w0
Ghbal Trading Sralegies « Equity 21 (185) (<2 (1) 195 a7 3| (ns) 1% % 2 141 BI% 4T Qi'os 1T 2007
Divvet Priceia) Innvestirents - Equy ] 19 (6] 27 1 0] 19 () 8% o 36 it US% 40 Qus 69 004
Glbal Oppartasiiss Group - Equiy (] 9 ) 2 % o (10) oy S0% oa 7 o) wa 4 Quog N W8
Privitc Equiy - EQ [£2] [22}] Qs [f41)) 29 [11D)] 25 70 o3 na (304) 1) oa % Q'm 49 2007
Assct Managerend [nvesurens 29 40 (49) [3)) (81 @&n 2| (o6 AR T 210 “@) L) sz Q7 a9 2007
Equites Other [ 241 142 389 130 190 n za_o)l 199% 3% 10 m 127% 389 Q308 7102008
Tom@ﬂu Segmend - 108 160 89 454 S sor] b 2000] 1377 A% 41% 2,465 439 A% 2000 Qs%7 _6398 2007
Exscuion Services - Americas 2] % 35 200 208 a7 197 m % aMm &4 84) % 7 Qi'0Y 840 2007
Excowion Services « Europe 3 38 2 % 15 119 191 170 A% 3% 349 s 0% 191 Qd'07 642 2007
Brroution Seevices « Asit 20 20 [t] 2] 7 78 56 62 % 1% 203 149 6% 78 QL8 206 2007
Tots) Exrculion Seaviees 122 134 93 3850 392 4 a4 504 A% 1% 1.1% 1,248 A% S04 Q307 1,687 2007
Comvertby [} [ 5 2 19 24 20 un 2% 6% 8 H3 9% ¥ Qro 7% 2008
Vatsky 67 & 45 174 20 107 336 293 - D% 682 750 -9% Be Q30 Lloe 2007
Equity Copital Markets Prive Senses 9% 68 5 zrj 360 250 ﬂ 27 3% 0% 629 » 3% 360 Q20 938 2007
Equities Coporaw ) (U] ) () {7 [£5)] 80) (31 Q0% T4% (] (50) %%

Tatal Equides Sates Credlts 89 27 198 751 963 983 947] 1082 AW 8% 2,701 2131 A% 1042 03'7 3678 2007
Adverias 122 120 88 310 06 1 353 408 A% -S% Lu7 1,065 % 408 QIwr 1418 2007
Earope 122 104 77 2 424 435 410 AT -29% -J6% 1,161 1,258 8% a7 Q307 1,668 2007
Asi 46 4 3 ug 144 159 184 166 | -iB%  -29% 42 408 % 184 Q47 592 2007

Total Equiey Sules Credlts %9 67 198 51 965 935 47] 1,042 EF AT 2,701 .71 % 1042 Q197 3678 2007

9/11/2008 2:09 PM
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Fixed Income Revenues & Sales Credits

Curreat Quarter Data Quarter Trend AYe 9 Months Ended &% Recordy

Q3 08 versus hg ) YTD YTD'08 ws., Quarter FY

Jun'08 _Jul'08 Aug '08| 3 ‘08 2 ‘08| Q1'08 _Q4'07] Q307 Q2'08 Q3 ‘07 2008 2007 YTD ‘07 Amount usrter Amount _ Year
FIXED INCOME. REVENUTS

Increst Rate Products 29 106 Q7 107 {184) 962 33 624 o L% 171 1220 - %2 Qv 152 1007
Forey L)) 36 n 165 ] 2R ki 71 (7] 133% 92 P11 81% 8 QL 392 2009
Liuid Markens 7 152 [ b a7 1180 80 @95 o GI% 1277 1436 1% 1,180 QI 0a 1816 1007
coo n ki 104 K 93 96 180 <15% M Qw M 2007
ligh Grade Creds W “ ®7)] 8% o 948 (L] 434% 305 Q1d 948 008
1igh Yied $6 {42 630} -16% B5% (624) 9 h) a8 Qiv7 568 1006
Crodit Products Y 236 (613) o n 420 483 -0% 3L Q1 ot 1451 006
Sccurived Pmducn Yradig sy (Less) (2080 (3838) (1.466)] (47 (707) (19) 162% ™ (5.548) 166 oa &6 Qivs 234 2005
Scayized Producty Orighaton ] 23! 392, 650) {149 69; 61 48 3% M {851 178 o3 120 Q296 303 2006
Sccurierd Products 39) (L9149 (2.03)‘ (4.4!6)* e T gen  qey 37 178% [ 6.40%) D os M Qlos 275 005
RaiEmic @9 @) (1539 (2,029) a8 @on  gm 3o A% ™ (4.491) 1206 o 6 Q06 93 006
Muncal Bonds “ ®) Qu ® sn 51 “n Wa 1% ()] 11 os 8 Qivoa m 2004
Eoeny Tniding 9 18 an o1 52 g 2 6% 0m Jos £33 (o1% 14 Qo8 305 2008

F(D Corponite @) n m 92 (146} 18 (175)] a o 9) 336) 1% 197 Q308 -
Fixed Tncome Subwtal Bk @&y D] G an 1 a2 3 [ (8.908) 3499 s 2039 Q106 7097 2006
FID Prime Senvices B} > L] 267 75 360 248 an 1% 21% 203 S5 5% Jo QIS 203 2008
Global Priceynl Stategica @ “ o) 3 (o)  (i63) a ©9) SI% 2% 098 183 'y 1 Qe 18 2007
Global Tradig Swategies - Distssed (152 {59} ) Q) 2) 82 1 2 m Y i1} 95 " [ Y 166 2006

Ot Principm! Ivertmeres - FID - . . . . - - - M o - - s . -

Giotu! Opporurkics Growp « FID . . . - - . . - o LY - - s - -

Praat Equiy- FID 18 o] (105} 3) (149) ® - - % sy . o . -

Assct Murmgomee Peincioa! - FID 3 [ o) o8, oy @y - - 8% o 90) - o - -
FID Oter U m % 1.8 31 &74 329 380 D% 113% 2,816 209 0% 1238 Q1us 2346 2008

[Towat Fised Tacome Segment 048 ann 4w Q9 262 237] - 1058 $5% o @Y - 5 o 210 6 - B4

SALES CRFDITS DATA

Intereg Rae Produco 102 8 (3] 248 30 88 226 M9 -15% 174 963 & B% s Qlwm [EYE3 2007
Forcin Excha: 4 Ll 4 1 163 171 138 41 21% % 474 M8 I o Qives 488 2007
Tota} Liqud Markens 144 13l [ 37 495 362 s @y -B% 0% 147 1290 L6% 82 Qlvs 1604 2007
coo 47 a3 M 1% 122 276 134 4 % gl 522 433 15% 70 Qlw 387 007
Igh Grade 47 [ 4 1 b2 138 \s? Pl -% -14% 32 s 1% B Qu 6T8 2007
Hgh Yielt 33 3B 7 28 140 123 1 79 -30% A% 161 47 -11% 0 QQm 519 2007
Tou! Credk Products 147 181 [} 402 434 51 a2 518 <17% $2% 1,463 1381 % 519 Qi 1793 2007

Srwtired Fnanee - - - . . . . . »1 ni . - W . .

M Tnds 70 1] £ u 67 199 130 198 -18% % (213 s17 31% 261 Q208 636 M08
Tonl Scartrrd Prodcu 0 [ [i} 20 %1 199 130 198 -18% 1% [ 517 n% 207 Q208 636 2008
Ral Extsta 9 1 ] 19 n 19 u n SE% -l6% [} n 1% ¥ Qios 95 2007
Muncpab 3 8 6 19 n 2 0 25 SA% % 72 53 % N Qro8 ] 2007
Enegy Trdrg 7 62 b2 ] 142 16 60 0 66 2% Lig% pll o7 198% 2 Qo Rt 2008
FID Crpieat Markets Prime Services Lt 35 » it (23] 172 1) 10 -19% -0% 420 87 L' 172 Qlus 530 2007
FID Carp/irmrarce Prod [0} {101 ] M 0] (63) a5 @y M% D% 03 (82 13% S Qaus -

Yotsl Hied Income Sales Crediny 468 461 336 [#1]] 1,356 8352 LI 14l 2A7% 9% 4.43¢ 3614 2% 159 Q108 4.99% 1007
Aroraas n n 230 853 1,056 960 68) 0o 8% % 1582 2,369 2% 195 Q208 3082 2007
Ewrope 126 106 96 g 360 4l 36 403 9% ~I7% 1,108 o 18% a8 Qind 1236 1007
Asg 29 n 8 922 140 28 12 14 4% Sl ~7 363 2% 215 108 44 007

Toral FID Sales Credits 468 469 356 1285 1356 §,392 LI 147 1% 9% 4434 1674 2% 1592 Q108 4.756 2007

9/11/2008 2:09 PM
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Equities Division Details

il Control\Mangement Reporting\Revenue Analysis\REVENUE REPORTING\Groen” ™~ 0B\QI\Capital MKts\Q3 - CM.ppt - crenner - 9/11/2008 2:10:59 PM

Current Quarter Data Quarter Trend A% $ Months Ended - % Records
. Q3 '08 versus YTD YTD YTD '08 vs. Quarter FY
Jun'0B  Jul'08 Aug ‘08| 3 ‘08 Q2'08] Q108 04'07] Q3 07 Q2'08 Q307 2008 2007 YTD '07 Amouat _Quericr Amount  Year
EQUITIES

Amcrieas 9 86 "2 26 nl 401 148 s 8% -45% 939 027 3% 461 Qlos 97 2007
Exrope 5 12 9 kLl 150 151 152 8 -52% 9% m 505 -26% 239 Q207 657 2007
As 17 23 ) 38 41 104 78 1] A9% -20% 190 164 16% 104 QI8 41 2007
Total Eseoution Services 16 in s 36 528 657 34 508 0%  38% 1,500 1,495 0% 657 QL8 186y 2007
Ancrcss 2 8) [] 16) 9 15 23 (26) o3 -39% 19 (14 o 4 Q408 He 3008
Europe Qy @4 (0) {45} 15) g (e 5 oa L 7 a0 wa 9 Qw7 39 2006
Ata [£)] [0} ) ) 1) (12) 7 (1) A% 1% £43) 2 ] N Qw g 3007
Convenibles a2) “n G} @) (o)) ) 28 [33}} ' 121% 3)) 8 [ 62 Qi'ts 153 2006
Amrricar 18 27 67 [} b4} 8 2% 180% 129 89 a5% 8L QU7 129 2008
Eurupe {59) (L) (135) 108 153 309 69% wa @59 659 Vs M Qor 85¢ 2007
Asg ) 18) 93 151 208 128 +15% 1) 33 m 1% 205 Q407 577 2007
Volartiity “n 7] (61} 267 388 I3 15% Wi on 1,160 ' 45 QY 1545 2007
Amercas 27 al (14) [ 32 28 a 24% 7 129 -40% 9t QIvs 161 2007
Eurape U] © “ z bJ] 33) M -89% 62 25 147% “@ Qo8 61 2008
At 2 (3) 3] (8) 76 &9 i) na i) 128 95% £ QLo 203 2007
Equity Strateghes ] u 3] 14 i 63 9% W% 46 282 48% 143 Q1% 43 2007
Amaias 4 @) Q7)) 35 1] (3) A6% -53% $2) (26) % a3 QI0s 6 2006
Europe 1 ©} QN el 2 13 -18% v (141 2 wa 23 Q106 n 2007
Ara t ay (12) Q) 1 Q) oo oh {13 ) 145% 110406 s 2006
Equitles Corparute 7 al m)l {45 7] 0! 9% V% 2] €20) 2% 2 Qs 26 2006
Equity Division Subiatal 6 78 T 932 963 N% _ 90% 1322 3459 45% 1,65 Q2 07 4391 2007
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Equities Divisional Commentary

Q3 '08 vs, Q2 '08 and Q3 '07:

Execution Services (includes Flow Volatility Americas):
* Down 40% globally with decreases in all regions, most notably in Europe due to losses primarily from long positions on Metal,
Qil, Mining, Energy and other commodity related stocks including Commodity ETFs and BHP Billiton

Convertibles:
v Despite solid client revenues (6% increase vs. Q3 '07), losses were recorded during the quarter particularly in Europe, due to
principal trading losses on financial services-related positions (e.g., Fortis - $(40)mm) and credit spreads deterioration.

Equity Derivatives (Volatility);

* Revenues of ($202)mm due in large part to losses out of Europe, and less significantly, out of Asia.
s Losses resulted from valuation adjustments related to dividends, increased credit reserves, and losses due to correlation in the
structured volatility business.
= Dividend risk was adjusted to reflect the incieased likelihood of future dividend cuts, principally in the financial
services sector (e.g., RBS, BBVA, DB) and major indices (e.g., Eurostoxx).
= Credit reserves were increased on several long-dated option contracts as credit spreads widened throughout the quarter.
In addition, there was very little corporate derivative origination activity in the quarter.
* In Asia, losses were driven by deterioration of client activity and poor hedging on volatility exposure.

Equity Strategies:

* Improved performance compared to Q2 'G8 due mainly to substantial improvement in Americas.
« Systematic Trading drove performance in the quarter by taking advantage of increased market volatility.

9/11/2008 2:09 PM
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Equities Prime Services

Current Quorter Data Quarter Treed A% 9 Months Ended A% Records
Q3 '08 versus YTD YTD YTD "08 ws. Quarter FY
Jun'08__ Jul'08 Aus "03] O3 'S8 2 '08] Q1 '08 Q4 '07] Q3 '07 02'08 Q3 '07 2008 2007 YTID '07 Amount __Quarter Amount  Year
Asrcricas n 2 a3 9 n2 2 9 87 -13% 12% 32 258 U% . Quos 2 2007
Ewrope 46 2 13 104 21 101 8| 14 3% 2% 26 450 % s Qo7 58 2007
Asa 18 14 10 2 s1 38 44 33 5% N% 157 144 % s Q108 188 2007
Equity Prime Servicen 57 78 3] 244 0] 1 236 |28 8% 8% 505 852 % 390 Q118 Lo 2009
Gross Balance Sheet Trend N B Gross Balance Sheet
son \ ‘26‘11‘ . $bn Q3'08 Q3'08 Avs. Q2'08  Avs.
250 224 oo '"221””‘;:;&hﬂﬂﬁ?ﬁjnﬁ‘l.’ﬂm.-'-i:-...;,,;.‘w‘zog 790 Actual  Target Target Actual Q2'08
e a o . ’ VN
200 . i%?yﬁﬂﬂ”“ ' i 20— Equity Financing 69.4 81.0  -14% 915  -24%
150 —-  Debt Financing 117.6 102.0 15% 84.1 40%
100 -—  Synthetics 12.3 15.0 -18% 13.6 -9%
so [N . TN = I DN BN Futures / STG 52 85  -39% 89  -25%
0 Structured Arbitrage 5.4 7.5 -28% 13.1 -59%
Q3 '07 Q4'07 Q108 Q2 '08 Q3 '08 TOTAL 209.8 214.0 2% 209.1 0%

== Gross BS auna FAS140 ~mr=Target

Q3 revenues are down Q2 ‘08 and Q3 *07, with decreases across most flow

Total Balances N and structured products
+Equity Synthetic revenues are down vs. Q2 due to declining client

balances and decreased client activity throughout Q3
*Futures revenues reflected the impact of lower volumes across all

$bn

250 regions as trading activity continued to slow in Q3

200 «Liquid Markets Q3 revenues were down vs. Q2 but still running

150 substantially above budget and prior year

100 =Struclured Arbitrage revenues of are down significantly vs. Q2 due
1o the seasonality of the business

50 +Surategic Transactions revenues are $15mm
0 *Corporate contains $13mm due to profits from the CME / NYMEX
merger
Q307 Q4°'07 Qi '08 Q2°08 Q3'08
8 Cash PB i Synthetics

9/11/2008 2:09 PM
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Top Hedge Fund Client Balance Changes

s M S e DT O D s R it

Net Balance Net Balance
Q3'08(in Q2°08 (In Variance

. Clients Strategy MM) MM) (in MM) Comments
GCNF Equily Quant 1 6,048 (6,046) Balances moved to JPM & DB / Counterparty Concern
GLG PARTNERS LONG/SHORT Multi-Strategy 1325 4,985 (3,661) Balances moved primarily to MS
TIGER ASIA MANAGEMENT USA Equily L/S 5518 8,978 (3,461) Balances moved to MS & DB
PROFUND ADVISORS LLC Money Manager 2314 5,506 (3,193) Balances moved to mulliple PB's / Counterparty Concemn
GLG PARTNERS EUROFE Multi-Strategy 1,855 5,009 (3,154} Balances moved primarily to MS
TEWKSBURY CAPITAL MANAGEMENT BERMUDA Equity Quant 794 2,447 {1.653) Balances moved to DB & Barclays / Counterparty Concern
AMBER CAPITAL LP Equity L/S 1477 . 2993 {1,516) Redemptions / Fund Performance
CENTAURUS CAPITAL UK Equity L/S 304 1,760 (1.457) Deleveraging / Reduction in Short LPS Baskets on sectors
ARISTEIA CAPITAL NEW YORK Equily L/S 3,262 4,644 (1,382) Undesirable Collateral / Proactive Pricing on Convert positions
TYKHE FUNDLTD Equity Quant 3,120 4,403 (1,283) Balances moved to MS (50%) / Counterparty Concemn;
MARBLE BAR ASSET MANAGEMENT UK Equity L/S 883 2,928 (1.246) Deleveraging / Used Free Cash to buy US Treasuries
CAMDEN ASSET MANAGEMENT LP Multi-Strategy 188 1,303 (1.115) Balances moved to GS / Counterparty Concem
QOCH ZIFF CAPITAL MANAGEMENT Multi-Strategy 1,641 2,503 (862) Deleveraging / Nothing Specific :
CAPITAL FUND MANAGEMENT FRANCE Equity Quant 1,997 2,807 (810) Balances moved to other PB's / Counterparty Concern
JANA PARTNERS Multi-Strategy 374 1,179 (805) Deleveraging / Debit balances
Total Top 15 Decliners 25,054 56,696 (31,642}
Other Decliners 62,055 85,761  (23,706)
Total of All Decliners; Q308 vs Q208 87,109 142,457  (55,348)
Total of all Clients: Q3 08 vs. Q2 08 114,882 164,769  (49,887)
9/11/2008 2:09 PM
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¢

Monthly Trend ($bn)

250
199
200
150
100

50

188 432 183 194

. Performance by Client Segment .

49,361

e

Total Non HF
Srandivetatlli]

|| i
'||I'l’l
18,471 -29% 20,717

338l e

ﬂlj;lt‘ll ‘lll[

[ll'ff!ﬂu B

-37%

" ;""”gmnruywumw s P
Hiearesil sall

|1,1i“l

P

i

e AT

Segment Q308 G2'08 Avs.Q2 Otf Q1'08 AvVs. Q108  Avs.Q4'07
Equity LIS 23,870 34,142 -30% 36,356 -34% -34%
Equity Quant 17,386 28641 -39% 30,617 43% -46%
Fixed Income 11,092 10714 4% 14,676 -24% 2%
Dynamic Ext 106 260  -58% 229 -54% -59%
Mull-Strategy s 2% 91459 45% 45%

-24%
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Equity Balances — Gainers/Decliners

Q2vs. Q3 Top 5 Gainers ($min)

$bn

30%d Q2 vs. Q3
200 T . 0% decrease Qzvs. Qo .. . . N — Harbert Fund Advisors, +51.1B
180 oo e Lo ST - Santa Fe Partners LLC, +80.5B

— SRM Advisors, +30.4B
— Morgan Stanley & Co International PLC, +$0.4B
— Blackrock Investment Management, +$0.3B

N .

Top S Redemptions / Top 5 Undesirable Collateral / Top 10 - Moved To Other PB /
Top § Deleveragmg Top 5 Closed Funds Counterparty Concerns
I llmlm IMHAF)] il 11} ) [ UG PTG |m| ||| I IR T PRERR ORI (SRR ]85 L
e e e e anies s lilaatoallifliVerense
Amber 2993  (1,516) Arlsleia 2‘447 3,483 (1,036)
Salida 1,699 (615) CQS 920 1,465 (545) GCNF 1 6,048 (6,046)
State St Gl Adv 655 (481) Silver Point 343 789 (448) GLG 1,965 5.489 (3.524)
MKM 1,153 (363) Libertyview 1.484 1,894 (410} Profund 2,314 5,506 (3,193)
Ridgafield 392 (212) Liberly Harbor 202 468 (266) Tiger Asia 2759 4,489 (1.730)
Top 5 Redemp 6,891 (3,187) Top Un. Coll 5,396 8,099 (2,703) Tewksbury 794 2,447 (1,653)
GLG 5489 (3,524) Sailfish 0 699 (699) Camden 188 1,303 {(1,115)
Tiger Asia 4,489 {(1,730) Andor 11 58 {(47) Tudor 1,790 2,742 (952)
Centaurus 1,760 (1,457) Eagle Lake 3 13 (10) Millennium 2,987 3,814 (827)
Marble Bar 2,128 (1,246) - - - DE Shaw 829 1,603 (773)
Tudor 1,790 2,742 952 - - - GSA 3410 4,129 (719)
Top 5 Delever 7,707 16,60'9_71',(9'55}' Top Closed 14 769 (756) Total top 10 17,038 37,571 (20,533)

*Normal Markei Activity includes - Deleveraging, Redemptions, Normal Market Movements, etc

971172008 2:09 PM
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Equities Principal Investments
Current Quarter Dots. Quarter Treod A% 9 Months Ended A% Recards
Q3 '08 versus YD YTD YTD '08 v3. Quarter FY

Jun‘08__Jui'0B Aug '08[ Q3'08| [ Q2'08[ Q1'08_Q4'07f Q3'0Y 2'98 Q3'07 2008 2007 _YID'0I _  _Amount Quarter Amount Year %

- »

AfBnind Carpuey . - - - . [ [15) T wa na 15 () ob s oare 15 008 n
Abd - - - - . 2 [H Q w o 2 [0 o 17w 0 o w
Ape A 9 . . 13 16 . . i A% ea ] 1 oA 8 Qs W W06 7
Barks v». Treasrcs . . B - . an @) ) wa o en @ o - - "
Bakers g Ine . . . . . . . o} W na . " I 15 Qo U 000 B
AIIP BEoa Tk . - . - - . 3 n L i - " L N Qi U w00 n
Boyd Garey Cap . . - - . 12 @ - o o (2] . oA - - n
Curemuk /CVS . - - . . . . . a " . i o N Qe oo W
CITGrwg . . . . (e . . . o va a9 | o o7 LI -]
Dors Con ()] - . (5} . e . . [ o o0 . o - - @
Fiausbark AS . . - - . - . o " n . on ok . a
Gs0 - . 22 [r23 . - - - w2 <] 2} . oh - . @
Afedges ] . (s, 2 (28] . . [} o a @ (4] - B Qs 400 006 €
Irperisd Sugar . - . . i3 3 (20) ) o £y (n n o I Qwm 4 W6 .
taeyse - - H ) . ¥} . - ws oA 15 . o ” Qs IS 2008 &
India Swateges [0 2 i o 0)| [¢1 @ ) 91 o4 q b1 -B5% @0 Qiwm 8 »r o
Jocda! Stoel (1) s 1) { Q ® [ B o na 0 oA 8 Qe 4 007 @
KSK 6 [{CGH e e M s 108 - n% o 9 - oh s Qrus 2% 208 @
Navigaior Gas (previously moported i F - - - . - ® 7 . o oh @ 16 oh N Qe MW =
Navyns fsemaional Corp - - - . s . . @) e L L] 3 7% 9 qQuos 9 08 M
Pac G Shippig Tres - - - . . . . 13 v o 18 v 5 Qo7 15w =
Phacgt Siema Barsslures . - - . - . . (1) a o - (4 o . . Pl
Puges Emrgy [11}] B . [t . . . - ma s ] . ~M - . o
Sequenam toc. “ 18 . 80 6 m n [] a o n H o K Qi N W0 m
SLM Comp . . . . - . o) (10} wa o (n oA . 1<)
Teas Corp - . - . - - (O @) v o &) o 3 QU . )
Viatis i posiiots et iope - - - - - . . {29) o o - (L) oh . . $
Viseon un . u ] . W Q) o) wa o 3 m " 7 Qe 30wt ®
WCI Conrmuition . . . . - . . 18y (] o - e oh - - C]
Yuhoo! Ire- - . - . s, - . . ola o (0] [} oh 4 Qies 3 3006 a
A Other QTS Equsies (42) 08) 3 sy (91) 19 {39 7% 1% [(E)] 90 oh 70 107 109 X007 M
Globa) Trading Sustegies - Equity n a5} o] o [ K D[ (116) ™ Ti% U 1q LY 47 Ql'es M 1007 n
n

Direct Principal loves treats - Equity uy) a“ o) 2 »n ® 1" m AE% s % " 8% » Qo s 0% n
t
Glotw] Opgortadles Gronp « Equiy © ’ o oz % I e  an »0% o n () o 4 Qi N oww
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Merctars Baking Fund wn 1 0 « 7 z 1 » w wa ] 4 5% H Qi 1 00 W
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Ren) Estats Fued on @ (61 @4 " (19) H 9 o4 v ©9) 1 e 7 Qv 19 20 1§
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Equities Principal Investments Commentary

Q3 '08 vs. Q2 "08and Q2 *07:

Global Trading Strategies (Equity):
03 '08 Significant MTM and trading losses on:

* KSK (India Power Plant) - ($201)mm: stock price declined ~30% post July 14 listing; and liquidity discount reserve at 3.47%
of MV

» Gain of $80mm was recorded on Sequenom: stock price increased by almost 3 times during Q2 08 after announcing favorable
Down Syndrome test results.

Direct Principal Investments:
*  Mark up on TXU $61mm offset by a loss on Gulfmark $(25mm)

Private Equity and Asset Management Principal Investments:

= Private Equity revenues were lower than in Q3 '08 as losses were recorded in MLP Prop Fund, MLP Opp Fund, and Private
Fund Investments Group.

*  Asset Management Investments losses in Q3 *08 were mostly related to losses on investments in our funds and losses on
BlueBay were $(19mm) in Q3 *08.

9/11/2008 2:09 PM
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Equities Corporate Revenues

\Financial Control\Mangement Reporting\Revenue Analysis\REVENUE REPORTING\Green'” ™MD08\Q3\Capital Mkts\Q3 - CM.ppt - crenner - 9/11/2008 2:10:59 PM

Current Quarter Data Quarter Trend A% 9 Months Ended A%
Q3 '08 versus YTD YTD YTD '08 vs.
Jun'08 Jul'08 Aup'08{ Q3'08 Q21'08] Q1 '08_Q4'07| Q3 '07| Q2'08 03 ‘07 2008 2007 YTD '07
Earopean Equity Valation - . - - . (10) nh [ - (25) na
Ast Vakaton - - . - . 3} - oa nfa - - L]
Oay 1 embedded Derivatives 0 0 (] 1 i - - 15% wa 1 6 81%
llakan Tax Ree . - - - - - q 18 wa va - 38 na
- - - - - - - - ol na - - na
Credi Reserves (26) 11 25 10 67 19 2t -85% na 96 ) na
. - . . - B - oo nla - - na
Exrope Voltitty u 14 u 3 - - ©o - A wa 3 as) o
Private Equiy/GP Carry . - - - [0)] 2 na na - ) oa
Strucured Trodes - - - - - 2 4 4 na na 2 12 -B4%
Rehionship Leans FRL Eq [yl (1) 14 6 47 22 13 30 -88% -8l% 75 3 95%
Debt Vahation 43 207 10?7 357 m 154 12 25] 223% 41% 622 253 146%
Other (primardy Treasiry P&L) 3) 16 15) 20 @ e el gss) 5% -89% {is) (152) 2%
Equities Other (] 41 142 389 130 190 37 289 199% 5% 70 1l 127%

Q3 '08vs. Q2 '08 and Q3 '07:

Debt Valuation:

*  Gain of $0.36bn allocated to EQ Segment (25%) as Lehman credit spreads continued to widen in the quarter. 5 year
spread widened to 375 bps at Q3 *08 from 265bps at Q2 *08.

LEHMAN BROTHERS
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Fixed Income Divisional Revenues

Current Quorter Data Quarter Trend A% 9 Mooths Ended A% Records
Q3 '08 versus YT YTD YTD 08 vs. Quarter FY

Jun'08_ Jul'0B Aug '08! Q3 ‘08 Q2'08| Q1'08 Q4'07 031'0? Q2'08 Q317 2008 2007 YTD '07 Amount  Quarter Amount Year

Amprias 126 10 3 150 ns 602 77 178 Wh M6% 871 528 6% 62 QLo 811 2008
Ewope (145) 3] 9] asy Q) 98 356 1'% w 3% 4 wa 356 Q0 645 2007
Asia b} 7 (2) 32 38 b} 2 0| 6% 6% 149 148 0% % Q307 127 2007
Ireenst Rate Products 23 106 @) lo7 ey  ee2 5] 624 a V% 885 1,220 -21% 92 Q198 1,823 2007
Armericu 0 9 2 1] % 59 21 ) 5% wa 234 bt oa 101 Q3'vs 234 2008
Europe 2 4 35 ] (62 & 47 57 5] 21% » u3 65% ® QI 160 2007
Asit 16 13 [0 24 @) % 10 20 ) A% 18 63 82% % __QLYvs us 2008
Forcign Excha 47 46 72 168 [] 28 78 ] v 133% 392 216 BI% 215 Qlos 3922008

Liqud Markets Tota 7% 122 ] 273 () 1180 381 €95 wa 4% 127 143 1% 1180 Q1'0s 1816 2007
Arcrics 4 ® (16) 26 ©) 19) @) 50 nh -a8% 115} 12 o 64 Q2'07 95 2006
Ewrope O] 6 ) (6 2 » 9 2 e wn % 140 -46% 0 Qo7 143 2007
Aso @ 4 2 1] @ 53 o o i) 128 43% B QL 124 2007

CDO n 7 4 36 033) 104 B% 9% % 350 5% 177 Q297 345 2000
Anetiens HH s [ 448 n sy 25M% o3 1] 126 wo 45 QLes 84 2008
Eaope ) [} 9 % {03 (20} I v 16 $ v % Qi's "6 2008
Aso $ 28 36) 1 (8 7 -26% va (51) 50 e 2_ QL9 70 2006

High Gradc Crodi 24 &« %0 HH st (87) 283% [} 948 16 420% SIS Q108 948 2008
Ammecay 67 (1)) (368 (18) 87| (529 o va (303) aw) 148% 487 Q4 422 2006
Europe [¢D)] (28) (152; (147} ayl (169 2% 28% (sl Q6t) 157% 2% Q45 65 2006
As 13 (1)) il s 71 7] o ol ] 208 -58% 8 Qlw? 276 2007

High Yicld 6 (38) 390 140 48] (630) T6% _ -85% (6243 (19) o . 488 Q407 668 2006

Credis Products Toul M E) (246) 410 506 (613) W oa 420 ) -13% a1 Q17 1,451 2005
Amcricas (143} (LS81) (1702  (3.26) Q) (@3) (S ” 165% v (4.949) 36 na 59 Q16 1,809 2006
Ewope s Q21) Moy (1.025 329) 184} {n (5) % wa 1439 130 s 18 Q216 462 2006
Ast m (2) ) ) ] 10 21 1l oh o (n & wa 0 Q4vs 70 2007

Securitlzzd Products 039 0914 @ (4486) 1,612 @ (6N ¥ 178% ala (6,40%) 4 oz 79 QIS 2754 2005
Arrericas @a37) 89 QI (0.7 (dla)  (829) (42, 170 26% o 4.035) 613 oa 68 Q3 LE9y 2006
Lwope (&) a9 (161) @45 @3 (292) 16 82 196% wa (579) k0] oa 13 Qe ne 1007
Ast 17 (16) (0] ) 62 4 153 56 [ o 103 212 -55% 178 Q306 385 2007

Real Estate 5] @68 (.89  (2029) a8 (om  am 308 A% e 8D 1208 oa - Qo8 1723 2006
Arias “2) (8} 1) 3] 38| Q4 57 47 Wa nY% (4 16 oa 38 Q28 248 2006
Euope - - . . . . . . v e - . oa . .

Ast - - - - - - - - v s - - o - -

Munkip) Boads 3 ® [EX) @1 Ne| @4 §7 [T5) [0 n% @ 16 wa 38 Q208 71 30
Americas 86 ] [{I} % 1722 st ] 107 6% W% 298 126 136% 172 Qrvs 293 2008
Ewrope 9 [k} (o)) 16 (¢3! s 3 16 %) -1% (¢} b} s 2B Q407 3 200
At 2 s 0 1 & 3) $ ) 19% i) 10 0 wa 1 Q198 10 2008

Energy Traling 97 18 I35 98 154 51 118 123 B6% W% 308 15 100% 185 Q28 308 2004
Americas 1y €0 33 234 8 (83) 91 ass) v wa 159 30 va 24 Qros 158 2008
Erope 6 % (12) 32 (2 (53) ) 15 o 2% (lan @ a R» Que .

Asi 6} A 1 2% [0 119 ) (32) wa W2 @0 [s1}] 3% 26 Q198 24 2006

FID Corporate an n m 232 as)l 46 B[ () [ o/s ] (36) A% m Qe .

Flxed Jucorme Subtotal 18 182 3,723 (SE7T) 3,184 M. 139 I BOYe Vs {8908) 349 ofa 1039 Q1705 1,192 2006
9/1172008 2:09 PM
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Fixed Income Divisional Commentary

Q3 '08 vs. Q2 '08 and Q3 '07:

Interest Rate Products:
» Trading generated modest gains on multiple strategies across the global platform
= Trading gains and client revenues partially offset by write-downs on GSE debt

»  Significant improvement in trading results in Europe: gains largely from strengthening USD towards end of quarter.

Credit Products:

«  Inresponse to market conditions, our Credit positions evolved throughout Q3 - Minimal trading loss on an alternating long and short credit position.
* HY: Losses on altemating long and short credit positions, spreads generally widened throughout the quarter however there were distinct periods of

tightening.
s« HG: gains on short credit positions

Securitized Products and Real Estate:
= Quarterly results dominated by asset write-downs

Municipal Bonds:
= Revenues of (881)mm as Municipals underperformed treasuries

Energy Trading:
= Second consecutive quarter of record client revenues

= Results reflect continued positive momentum of the franchise

LEHMAN BROTHERS Capital Markets Section — Q3 2008
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Fixed Income Principal Revenues

ia] Control\Mang; Reporting\R Analysis\REVENUE REPORTING\Green'/ \"OS\QJ\CnpiHﬂ Mkis\Q3 - CM.ppt - crenaer - 9/11/2008 2:10:55 PM

Current Quarter Data Quarter Trend A% 9 Manths Ended A% Records
Q3 '08 versus YTD YTD YTD 08 vs, Qusrer FY
Jun'08  Jul'08 Aug'0B| Q3'08 Q2 '08{ Q1 ‘08 Q4 '07] Q307 Q208 Q307 2008 2007 YTD '07 Amounl _ Quarier  Amount  Yeac
ABX Index . . . . s Qn 0 9% [1/] na (16) (R3] L] 9% Q0 (L] 1007
ADX) [{2)] - e} (1oo) ()] - - . 356% i (12n - n% - .
CDXX07 . 5) - ) ) 1 gy a v v l ] 7% u Quw 3 m
Cheysket . ) . {18)| . . . . oa rh (1) . 53 . -
Deka Arbo . . . . o 2 o o M &) an 8% 2 Qi -
Ford - - . . - - [ ) L o - [e] o 150 Qley -
General Mawry 69} 89 o) an 15 ) | o) o 2% (166) [{{:})] % M Qs 96 2006
Hedges 9 . . ] . . . . s [ 9 - n ? Qs 9 2008
Navigkx Gay (carvertly repored n Ep - . . - - . . . o na . 17 ol 18 Q106 29 W06
Newspaper COS . . . ' . 13 . . .23 na [} - [ 13 Qi 3 2008
Term Lasn Dt ®) - . ) a on ) (1) A %% @ It 0% 49 qQres
Urnivision Comrrunications [rc . . . - (5! [} - . e L] 4 . ok It Qi 4 2008
Cash CDO's - - ) ) . - . . o [ [63] - N . -
AlQder GTS FID 9 2 3 13 (41)] 13 16 10 ne 3% {15) 28 na 90 Qdvd 1 2004
Global Truding Strategles « FID (152) () (1) [EVE] (12) |2) 15 ] o of [A10) 98 na 90 Qs 166 006
Ghatut Prinelpa) Strate gics @ “3) (3} a {03} T ] o) 08 % U% (s4) 183 o 1 Qe 180 2007
Private Equlty - FID 1 ™ (106) 99) (149) ) - - 6%, o @y o Qi 2006
Assct Mansgement lavestments ) @ 0 38 o017 @ . . an o %) - e [TRT asn 2008
Q3 '08 vs. Q2 '08 and Q3 '07:
Global Trading Strategies:
Q3 '08 Significant MTM and trading activity in the quarter:
*  ABXIndex (3100)mm
*  Strategy: credit default swap indices linked to subprime RMBS securities — (long protection)
= General Motors ($111)mm
= Strategy: Long GMAC debt position, short credit default swaps, treasuries
Global Principal Strategies:
*  Losses from R3 investments
Private Equity Principal — FID;
*  MTM on Real Estate direct investments: Suncal, Archstone, Coeur Defense, Toy Bldg, Roslyn
* Losses on European Mezzanine warehoused investments
Asset Management Principal;
* Realized loss from sale of bond inventory from liquidated funds, as well as MTM on remaining positions
9/11/2008 2:09 PM
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P\ \fin\fi \Financial Control\M Reporting\Revenue Analysis\REVENUE REPORTING\Green”” \‘OS\QJ\G:piuI Mkis\Q3 - CM.ppt - crennee - 971172008 2:10:59 PM
Fixed Income Corporate Revenues
Current Quarter Data Quarter Trend A% 9 Months Ended A%
Q3 '08 versus YTD YTD YTD '08 vs.
Jun'08  Jul'08 Aug'08] O3'08 Q2 '08| Q108 Q4 '07| Q307 Q2 '08 Q3 °'07 2008 2007 YTD '07

cDo . . . . 55 . . 23 na wa 53 24 127%
Day Onc Embedded Derivatives 1 | 1 2 2 - 3 3 4% A% 3 13 -76%
Encrgy Tradks FID 2 ) - n o - 1 24) we e 8 “4 wa
Asia Vahation (FID} - - - . . . Q) . wa o . - »a
FID Vahation . . - . 3 Jo (30) - na e 3 - v
Credit Valstion Adj (234) 96 224 86 599 11 191 () -36% oa 858 4 wa
DTE Option Reserve - - - - - - - - e a - 1 wa
Auetion Rate Securitics o) @ ) o) ey @ e - 84% e @n . o
Deferml Resene . B . . - B 31 - na wa - - ofa
Peninsutar GOl RE (FID Eur) - B - - . - 8 - wa Wa . . wa
Corporate FX [42))] (18) 25) {54) (56), {1 (33} (10} 3% 444% (151) {16) o2
JGB Bond - - . . - . - (® wa wa - (30) e
1BD Principal Transactions (FRL's. clc.) 18 (26) {58} (68) (167)) (125) (13) (30)} -61% 117% {302) 9 L]
Structured Trades FID - 0 - 4] - - 4 4 na -87% 0 12 +96%
CDS Trade 31 12 (¢} 42 (12 84 Q) 88 na -52% 126 2 3%
Debt Vohution 129 620 320 1,069 39 462 352 597 235% 7% 1.85¢ 582 218%
Other (primarly Net nucresty 13 100 39 153 {173) 134 (75) (61} o na 53 204 -14%

FID Other 5) 783 499 1,238 535 674 329 530 131% 1% 2446 809 202%

= Debt Valuation:

Q3 '08 vs. Q2 '08 and Q3 '07:

* QGain of $1.1bn allocated to FID Segment (75%) as Lehman credit spreads continued to widen in the quarter. 5 year

spread widened to 375 bps at Q3 *08 from 265bps at Q2 *08.

LEHMAN BROTHERS
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SALES CREDITS

9/1172008 2:09 PM
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Equities Institutional Secondary Client Revenues

(i)

Global Inslitutionsl Secondary Client revenues of STStmm are down 22% or $234mm Q3 '08 compared o Q2

08,
ke Americas down $59mm or 15% overall versus Q2 ‘08

Halge Fund
ComPansion
Moncy Manager
Hedge Fusd
Hadge Fund
Hedge Fuod
CapPasian
Moxey Meusga
Hadge Fund
Hedge Fund

Q2

Q'y

369

69
.2
102
143

&6
133
132
172

6.1

N2
53
174
70

. Americas Liquid Markets down 4% - Cash & Programs down 2% diteetly impacted by volumes | GLGPARTNERS
. Flow Valatility (down 10%) as clicnt hedging activity vio Flow OTC options slowed 2 HENDERSON LAND DEVELOPMENT
»  Europe down $130mm or 30% overall versus Q2 "08 — Seasonal Siructured Asbirrage aiwibuting o 3 FoELTY
S$100mm less 4 SACCAPITAL
. Execution Services down 19% - Cash market volumes down 50% reflccted in client netivity S HARBERT MANAGEMENT
. Volatility down 10% - noise argund LB's strategies see less activity in Delw | & Flow OTC Options 6 MILLENNIUM PARTNERS
-  Asia down $25mm ar 17% overall versus Q2 "08 7 TIGER ASIAMGMT
. Exceulion Services down t9% driven by decreased volumes; Programs down 21% client risk appetitc 8 BARCLAYSGLOBALCAPITAL
low 9 MOORECAPITAL
. Volalility continues to suffer os clients hedging activity in OTC Options decrease - Flow Vol down 10 QUANTLAB CAPITAL
50%

> Prime Services Q3 '08 down SL40mm or 39% vs. Q2 08 driven by end of sessonal Stuctured Arbitrage ;= . i
Equity Financing down 50% dut 10 ¢nd of seasonal Structured Arbitrage (Q3 S28mm vs. Q2 S128mm)

. Bolances have decreased significantly directly impacting Synthetic Prime Brokeruge (down S12mm) Renk Cllent Scament 038
»  Theop three client segments in Q308 are [tedge Funds (43%), Money Managers (26%) snd Banks (11%) . Copens e )
'quen 3 &
. Q3 has scen less octivity by edge Funds and a 6% increase in activity by Money Monagers HENDERSON LAND DEVELOPMENT
2 MILLENNIUM PARTNERS Hedge Fond 108 65
3 RICAPITAL MANAGEMENT Hodpe Funt L&) 02
4 BANCO POPULAR S?ANN Bunks 46 (1]
: S 1 MORGANPRIVATE BANK Ranks 48 1)
Brodues; Q'8 Qz 08 [iRY)
i 03, X X ; TR T T
Amaicn Csh et s L B B
Flow Volatlity 48.) 533 4.
Event Driven 72 6.6 124 Ronk GAcgount et
Liquid Markets Am l::; zg.: z;:; | oowr Hadge Fund I
Europe Cash** z
N Halge Fund b }
Ponfolio 89 a9 6l 2 CLOPARTNERS o L 1 38
Flose Volatility 323 a9 483 3ooozoaw Buks 48 B2 121
Execution Serviess Eu 1289 1592 1904 4 DHUTSCHE ASSET MGMT EUROPE Mooy Munspa . sl 0.1
Asia Cash N9 468 417 $  MELLONBANK Basks 96 126 8.3
Ponlolia 10 138 124
Event Driven : - . R e S
Esecutlon Services As 489 6.6 548
Convertibles 212 89 192 %o . . '
Voluriliy * 114 1657 2875 Totap SN A
Primg Services 292 3599 2832 43% HEDGEFUNDS 3298 1344 4487 !
Eguities Corpore (11.5) (168} 500 ﬁ‘/ MONEY MANAGER 1;;; }Z;; ?;:Z
Tots! Equlttes Se 7500 9685 10625 % BANKS : . .
 Equkles Secondury 10% CORPPENSON ns 827 ny
R_fz'g 4%  (NSURANCE COMPANY 323 479 418
Americys 3302 389.3 4334 %  OROKERDEALER 163 214 23
Eutupe 3016 a4 ang 1% GOVERNMENTS 42 16 10.4
Asid 139.1 144.3 L5BS % OMHER 212 276 544
Totsl Equltles Sccandary 7513 965.1 10625 100% Total 7513 965.1 1,0625

R R SHEA D ol
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FID Institutional Secondary Client Revenues

{3 in mm) Tup Clicats (Insul 2 (T . ¥y Product} :
- FID institutions] socondary client revenue for Q3 ‘08 is $1,285mm, down S271mm or 17% vs, Q2 ‘08 & down $129mun or 9% vs.
Q107
*  QJUEW, 02708 TOTALSALES VARIANCE
*  Recordquan in Commodities up S26mem or 22%, driven by lorge Nat Gas and Oil szuctured deals, slong with continued Rank  Account Q3'08 Q208 Q3'07 w.Q'08 w.Q3'07
growalh of the business | Chesapeake Encrgy Okishoma 40,0 19 [ 320 39
. Credit is down S82mm or 17%, due to slowdawn in High Gmde snd Bigh Yield octiviry 2 Harben Fund Advisors, Inc. 308 249 86 39 22
« HG doun S49mm or 22% fallowing u record Q2. HY dawn S42mm or 30%: bath driven by significant volume decrease 3 Baupost Goup Lic 259 233 1.5 [ 3 245
and lack of liquidity within the market 4 Pimco- Paclfic Invsim Mgax Califomia 284 178 24 3 48
o« CDOs up S7Tmm or 6%, CDO up slightly driven by severa] ane lime bespoke & structured trunsactions in Europe & Lanm $  LinnCncrgy. L pak s B 152 A7 BS
*  Rotes down $82mm or 25%. driven by decline in US swops and global oplions as the number of large one-time transactions 6  Bbva Banco Provincial Venemeh .7 al 1) 06 204
decreases alang with client risk apperite 7 Moare Capitol Managenent Usa 138 2 216 (182) (.8),
. Securitized products dowa 347mm or 18% following s record Q2; driven by pritme business, slowdown in mumber of Targe 8 Westom Assct Masagemenl Co 137 169 172 [e k) 03
;n:-(;m ::&ma:: nnds ;\SBS dm\ml:l?cs vthae ABX ~:lum-'s ore .dnwn -lmus_t 0% 9 Blackrock Finoncil Managemant 138 170 177 09 @)
oreign Exchange down $35mm or 21%, driven by slowdown in option transactions 10 Abn Amro Bank Nv 137 06 05 121 193
. 08 08:
. Commodities up $76mm or 116%, driven by growah in the businass and lerge structured tronsoctions
. Credit is down $1 14mem or 22%; Q3-07 record for HY ond business impacied by decrensed volumes snd overnll market TOTAL SALES VARIANCE
concans
. - vt ; . Runk  Ascount Q308 Q208 Q107 w.Q208 _%.Q3'07]
Rotes down S(0(mm or 29%, significant dectease in derivative borge one-time transuctions 1 Chesopeake Encrgy Okharn 00 79 T 70 329
2 Lino Energy, Le 01 - 152 %] a5
3 Bbva Banco Provinciol Vencauel 207 0l 00 206 206
FID Inst'l Secondary Client Revenue by Praduct 4 AbzpAmro Bank Nv Ly 06 05 121 123
TOTAL SALES (Q over Q) ' Varionce % 3 __ National Ciiy Baok 109 L7 1) 93 26
Product: Q3 '08 Q2 '08 Q3 07 vs. Q2 '08 . vs. Q3 '07 * based on clients with revenve In both FY 2007 & FY 2008
Global Rates 2540 3300 349.5 - =23% -27%|
FX 130.6 165.4 139.9 21% -1%
Liguid Mkfs ; 3845 495.4 489.3 2% -21%
. . TOTAL SALES
High Gradc 179.4 203.6 19% -12% Benk  Asseunt Q313 _Qrs Q107 v.Q18
N . - g o | Moore Capilal Managearnt Use ng n 2.6 (182)
High Yield 100.0 140.1 {- . -29%. 41% 3 MiuboGo Bk Uk ) o ’
€Do 1287 1216 142.3 % -10%) Meéabo Corporate Banl 6 o 3 a9
 Prod . 484d s - — 3 Bakshire Hathawny Nebrska 1.6 152 146 33)
Credit Products ; 908.0 ’- siss -16% 4% 4 BankOf Tokyo-Mitsubishi Uj 23 28 48 ]
. 5 Putnam Invesiment Management L 12.1 223 164 (10.3)
10,
sc_';“""zed.producu 2153 199.4 ~19% 8% © based on clienis with revenve in both FY 2007 & FY 2008
Prime Services 1024 136.5 136.0 25% -25%
Municipals 199 [ 312] 25.3 -37% -22%
Real m"’ 6 30.8 233 -36% -16% Jeat'l Secondare Client Revenue by Clicat Sepmcat
Commodities R 1163 65.6 22% 117% % of TOTAL SALES VARIANCE
FID Corp / Other (9.7) (19.9) (60.8) S1% . -B4% Q'8 Tndury Bos QIS QT w Gl w. QT
Total FID ; 1,282.3 15414 1.394.0 -17% 8% 2™  Hedge Fund 470 TR 1546 %40 (107.6)
Firm Capital 2.9 14.6 200 -80% -86% 21%  Money Manager 755 193 W0y (518) asy
Total 1,285.1 1,555.9 1,.414.0 -17% 9% L% Bank 2999 3354 94 405 @9
13% Comp/Pcusion 1674 1582 1148 93 449
Reion; &  lnsuance W6 1229 Ml @) s5
Amecricas 867.7 1.056.3 974.9 -18% -11% %  Droked'Dealer 61.2 F) 76.8 QL6 (15.6)
Europe 324.3 360.0 3275 10% 1% 3%  Covemmen) 404 @3 %0,7 @39 (50.3)
Asia 93.0 135.7 111.6 -33% ~17% 1% Other 189 169 92 20 9.7
Total 1,285.1 1,555.9 ,414.0 ~17% 9%
9/11/2008 2:09 PM
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Mark to Market Adjustments by Asset Class

" -"‘7rp\gmups\ﬁn\ﬁnancn\Finnncial Control\Mangement Reponing\Revenue Anclysis\REVENUE REPORTING\Greent” ™~ ~1021Q3\Copitol Mkes\Q3 - CM.ppt - erenner - 9/11/2008 2:10:59 PM

Q3'08 Q2'08 Q1 '08 YTD '08

$ billions Gross  Net Gross  Net Gross  Net Gross  Net

Residential Mortgage-Related Positions $53) (%49 ($29) (320 (33.0) (50.8) 5107 (§7.7)
Other Asset-Backed (Non Resi) Related Positions 06 (05) ©04) (04 ©2 (0.1 12) .0
Commercial Mortgage and RE Related Positions an (e ©9 (13) (14) (1.0 4.0 (39
Acquisition Finance Facilities 02) (0.0 ©03) (09 (0.;/) (0.5) (1.2) (09
Subtotal 78 (1.0 4.0) @.1) 63) @24 171 (135
Valuation of Debt Liabilities 1.4 1.4 0.4 04 0.6 0.6 24 24
Total (36.4) (%$5.6) {33.6) (83.7) ($4.7) (31.8) ($14.7) ($11.1)

9/11/2008 2:09 PM
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Firm Write Down Summary

crenner - 9/11/2008 2:10:59 PM

FIRM WRITEDOWN SUMMARY as of August 29, 2008

9/5/2008 14:46

Hii(arali] [t 03| Forecd
| [ el
Reskdential Mortgages (714) (373)] [(1,972) (1,978)] [(2307) (2,287) "(4.[3,9,:1) [(,,,ﬁ??)
US Prime / Non Prime (673) (325 | (1589 (15659 | (1999 (458 | ||@758)\E348);
US Derivatives 6 0 (15 0 (53) sl ”
ABS CDO 33 (12 76)  (57) (70) (30) J{I2) ",, (s ,
i”,’”e ““ @ (25) (3013) (3;1) ((730;) ((735) ,,‘ ,q(,e;‘.zj
sia
m] ’1 ]‘ IEIN 1534 q
OTHER ABS 1(15;;%:l1(m)l(| (103} (D 74 (51) | [(416) (395) Fm (453)]
Securitized Products gié fitcgsy (103)  (25) 749  (52) (209) (191) ( '3: |(259)1u;
Capital Crossing Holfiin 0 0 ¢ 0 (89 (89) i &) 1}4 (e,ﬂ) Il*
coo o0 0 0 G8)  (38) { ‘rlm{l‘ 38)|
Leveraged Loans 0 19 0 2 (42) (39 1)I 4z| mj' i [,ﬂ
VFN 0 0 0 0 43 43, i
@@ hhmh slh !Fﬁ!')ﬂzﬁar
Government/Agencies 0 0 (104) (104) (128) (128) "'(2'3'%)[
Rates Americas 0 (i} (104) (109) | | 17y (| [He22id G
Equities 0 0 0 0 (1) §9)) f
Real Estate 0 ()| [ (@31) (a18) | [(1,166) (1,145)
Mortgage Inventory @) (|| @ || @9 (@8
US CMES Held for Sale s (|| oy oy || 29 (629
Corporate Debt 7 7 ) s (32) 32) { ;,"_' i
Corporate Equity 4 0 [ g (100) (100) ! 'rlﬁml)'i Ill
ik
CAF Portfolio 100% view (73) 4 @47) 7N (40)  (28)
CAF LS (@) 24 28 (8 ) (3
CAF Europe 0 (20) a8 (12 30) (23}
Investment Management (IMD) 0 0 (10) (10) (90) (90)
Residential 0 0 19 (10 (37) 7
Commerdial 4 /] o g (53) (53)
{Principal Investing (P%) Lo 0 ][ o o |[ o 0 || o g |[ o o J[ o o 1[0 0 |
|Credit Spread P& on LEH debt | 617 617 | [ 442 442 [ 172 172 || 827 827 || 427 427 | {1426 1426 || 2485 2485 |

lhllul il |(4/689)((1,663 zl [(3i492): (3;637)| [:(809)ii(226)]

1 CAF Portfollo excludes Applebee’s, LIM and Hilton

11:(3,646)

| [(ca3s)i(5622)] [(Eaisaty (ii123)|
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Summary Disclosures

ps\(in\fi \Financial Control\Mangement Reponting\Revenue Analysis\REVENUE R.EPORT[NG\GuenI‘-’—M "08\Q\Capital MK15\Q3 - CM.ppt - crenmer - /1172008 2:10:59 PM

Key Exposure Summary

Aggregate resident/al mortgage Inventory

Balances as of July - May Balancesas of July - May
29-Aug-08 Q22008 Q1'2008 Variance In blllions 29-Aug-08 Q2°2008 Q1°2008 Variance
Residantial mortgages: Prime and Alt-A §4.3 34.6 $12.9 4.2)
Securilies $9.3 $15.0 $18.2 (55.7) Europe - $7.6 9.3 9.5 (.0
Whole loans $6.3 $8.3 $11.9 (82.0) Subprime/Second Lien $1.5 2.8 4.0 (1.3)
Senicing and other $1.7 31,6 $1.7 $0.1 ABS-CDO $0.5 0.6 0.9 ©.1)
$17.3 $24.9 $31.8 (87.6) Asia-Pacific $0.5 0.7 0.7 ©.2)
— Other U.S. §1.2 13 21 1
Other ABS (nonwasidential) $4.8 36.5 $6.5 (51.7) Senicing §1.7 1.8 17 0.1
$17.3 $24.9 $31.8 (57.6)
Commercial mortgages:
Whole loans $15.5 §$19.9 $24.9 ($4.4) Commerclal mortgage Inventory -
Securilies and other $8.5 _s&s ﬂ 12 ($1.0) In bflllons 29-Aug-08 Q2'2008 Q1°2008 Vadance
524.0 $29.4 $36.1 (85.4) America $11.0 $13.5 $174 (2.5)
Eurape $5.0 §7.8 10.0 (1.8)
Real estate investments ' $8.7 $10.4 $128 {81.7) Asia-Pacific $7.0 $8.1 8.7 (1.1)
$24.0 $29.4 $36.1 (35.4)
Acquisition Finance Faclities:
High Grade Subprime mortgage Inventory _ _
Contingent Commitments $0.7 3.7 $72 ($1.0) In billlens 29-Aug-08 Q272008 Q1°2008 Variance
Unfunded Commitments $1.9 $1.1 308 $0.8 Wholo Loans 0.6 K] $13 05
Funded Loans $0.7 $3.7 329 (33.0) Securities 0.9 17 2.7 (0.8)
$3.3 $6.4 $10.9 {83.1) Senicing & Other 0.0 0.0 0.0 (0.0)
High Yield $1.5 $2.8 $4.0 {$1.3)
Contingent Commitments $0.4 $0.4 $37 {$0.0)
Unfunded Commitments $1.8 $2.1 $2.2 (80.3)
Funded Loans $4.9 $9.0 8119 ($4.1) High ylald Instruments
$7.1 $11,6 $17.8 {34.5) {n billtons 29-Aug-08 Q2'2008 Q1°2008 Variance
$10.4 $18.0 $28.7 (576 High yield instruments $20.0 323.9 30.9 (3.9)
1) REHS Inciudes IMD
9/11/2008 2:09 PM
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Mortgage Disclosure Detail by BPM

[Resldential us us USS&D USSPCDO Total US Sub-Total Sub-Totel | Toual 5P Total Total Total Total Tolal Total Tota|
Prime  SubPrime RM SP Resl SPEUR SP ASIA Res| IMD  RoalEslale  MCD Munis Rstes GTS
Whole loans 1,207 618 895 2,119 3,116 483 6,218 15 s 6,338
Securlties 2,870 913 258 430 4,530 4,540 ] 3,070 54 1" a5 64 9,264
Servieing Rights 1,640 20 b 1,667 1,667 . 1,667
Gther - . - .
Ras| Sub-Tolal 5,718 1,551 1,160 490 8,916 7,656 [T5] 17,0 54 - 15 15 85 64 17.275-
Commerclal . I Totai US SP EUR SP ASIA Total SP Total
s SP CMBS CMBS CMBS CMBS Comm.
Whole loans 42 42 15,443 7 15,492
Securities 1 1 8 8,412 8,496
Servicing Rights -
Qther .
Eommercial Sub-Tolal 1 a2 a 33 23,3858 - 7 - B 23,087 |
rp—
e
Other Asset Backed I Other US Non Total US SPEUR SP ASIA Total SP Pdme  High Yield cobo Ratos  GTSIGOG Total
SP ABS Roesl Morlp, ABS Othar  ABS Other  ABS Other| ABS Othor  Services Other ABS
(Whels loans [ 1,065 1,365 4,865 1,865
Securilles 1,186 202 1,380 208 1,596 228 183 822 14 138 2,801
Sarviclng Rights . - 29 29 29 29
Other . - - ({62} {62)
Other ABS Sub-Totat 1,186 7,096 3,262 208 3,450 228 193 760 . 14 138 4,822
9/11/2008 2:09 PM
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Securitized Products Balance Sheet
{In mlillons) us us us us us OtharUS  Total US Resl  US Agency Total US Won Sub-Total Sub-Total Sub-Total Total
Prime 2ndUoan  Sub-Primo Non-Prime S&D/RM ABS Non Agoncy Resldentlal | Resldontial Resi Mertg. | SPUS SPEUR SP ASIA 5P
Whols loans 1,207 497 120 618 ass [ 27119 2,719 1,804 4,52 3416 528 8,164
Origination WL Inveatory - - - - - . 61 61 - 61
Securites 2,618 4 207 211 202 2458 5407 5,487 184 5671 4,527 0 10,199
IG Ralalagd Interests 1576 0 170 170 70 443 2.264 2264 118 2,380 288 2.669
FAS1401G (221) - (198) (198} - (23) (441) (82) (523 523)
Agented 123) . 2 (2 - (302) 20 - (927} . (427)
Net IG Retalned Injerast 1,232 [ (30) (30) 70 125 1,396 33 1,430 289 1.718
NIG Ratalned Inisresta o 4 16 20 8 780 939 939 67 1,006 30 1,036
FAS140 NIG (15) - (2) @ (&) - (24) (4 (28} - (28)
Agentad (10) (] (1) (2 (0) 719) 731 @ 731} - (731)
Nat NIG Retalned Interest 106 3 12 16 2 61 154 63 247 30 77
Othar Traded Sacurities 910 0 21 2 124 1228 2284 2254 1 2,285 4,208 0 6,494
G 680 9 16 i6 124 §98 1.718 7.718 ) 1,718 4,138 . 5,856
NIG 229 0 5 5 0 455 690 590 1 §91 70 0 762
Residuals 162 0 ] 0 39 - 201 204 27 223 220 449
FAS140 Rosid 7) {0) 0 ()] (6) {13) (13} {0 (13) {13)]
Agented (12) - () 0 (0) (12) (12 [ (12) (12)
Net Retzlned intorust 143 [} 0 [ 3 176 175 b44 203 203
Traded Reslduals (Agented 16 . 4 4 [ 20 20 0 20 20
Grosa-Up 8,202 - 1223 1,222 490 7914 7914 636 8,610 1,478 10,088
FAS140 Derivativas 677 . 1,637 1.037 490 7,704 7,704 696 8,400 1274 9,674
FA$140 Repurchase Option . . 185 185 - 185 185 - 185 185
Neon Performing Loans 25 25 25 25 25
FIN 46 Gross-Up - - - - - . 204 204
Sarvicing Rights 1,640 2 18 20 7 1,667 1,667 29 1,696 1,696
Othar . - - - -
Total Morigage inventory (GAAP) 11,842 503 1,572 2,076 1,633 2458 18,008 18,008 2,800 20,803 9,341 525 | 20.676]
— o
Total Real Estata Ownod {REQ) 36 - 27 27 81 - 145 145 - 145 14
Pass Thru's - - . . -
MHS Pools 261 - 237 - 498 404 532 5332 5,332
tAgency CMO 129 32 160 4,395 4,553 4,552 - 4,553
When Issued 0 1 1 33 34 M M
Agency CMO's 129 - - - - 32 161 4,426 4,887 4,587 . 4,587
Troasurlos 26 - 45 72 77 245 248 243
Tolal Govt & Agoncles Inventory {GAAI 416 - . 237 78 731 9,437 10,167 - 10,167 - - 10,167
Total Corporate Debt and Other (GAAP - - - 1,388 1,389 1,389 - 1,389 203 876 2,467
Tatal Corparata Equilies {(GAAP} - - 0 0 10 10 10 10 116 5 130
Othor GAAR Lino ltems 1,282 - 7 37 5,503 6,823 h i 6,636 a7 6,922 53% 15 7473
Total Securitized Producls 13,376 a3 1,637 2,140 1.851 9.438 27,105 9.450 36,555 2,887 39,442 10,195 1,424 51,058
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v
'
Securitized Products Resi Exposure by Asset Class
(in milons) us us us us US ) TollUS | Sub-Totsl Sub-Toual Total US Non-Rost EUR Tola Tous) Total Resl
Prima  Sub-Prime  2nd Llan S80 AM  CDO | Rasidenual | SPEUR  SPASIA | Realdantol 58F CC CO  OthwrABS Non-Roal  CMBS | Non-Resl | &MNen-Resi
ASSETS ’
Wnolo loany 1,207 120 Q1 s 639 M9 3,116 483 6,316 705 610 349 42z 1,907 8,225
Socurtles 2,692 904 [ 154 .11 430 4,309 4319 0 8,628 7 . . 1138 208 1 1,570 10,199
A 1,699 185 () 135 - 5 2,024 3,762 - 5.787 51 380 23 - 435 6222
~m 320 324 0 6 40 10 [31] 214 - 914 H 60 a7 - 102 1016
A 187 202 - 3 2 10 a7 12 540 18 a2 a6 1 107 647
ass 12 03 . 3 . 5 212 159 0 L2A] 40 ] n . 148 518
] 88 43 2 s . 67 510 27 537 32 470 15 0 217 754
[} 39 13 ° 1 . 3 a4 3 87 28 95 . - 123 216
€06 & Bagw 64 35 1 2 . a4 148 - 148 - s - - s 481
NR 184 4 . . 18 206 a2 248 1 109 AL} - 124 72
Reaiduals 177 L] [] L3 35 1 220 . 442 7 - - 27 489
Sorvicing Rights 1,640 10 2 7 . 1,667 1,667 29 - 23 1,698
[Othar . . -
[Tota) Cash Posilions 5,716 1,047 503 421 139 450 8916 7,656 483 17,059 936 610 849 1,186 208 ) 3,593 20,568
KEDGES *
ABX Total (%) us . . . (36) ey . - 250 [t} . - - [1)) 212
ABCOS Toual %) 11.162) - - . (219) (1.441) . (1.441) m - - . . . m (3,447
Singlo Namo TRS Total . us . . 189 sis . - s1s . . . . . . - 513
Band Indox YRS Totad psn ] - . - - om B311) - (82 . - - - . . (688)
08 on €00 Totat B {103) - 1 1109) - - (102), . - - - - (3
ABX - CDS an CCARA - (147) . () (147} - . (1e7)
M - 0 - 0 [ - . 0
A . o . Q) ) . . )
888 . (30} - 39) @s4) (2554, . (2.654)
88 & Bolow - . . . . . .
[ABX + €DS on €00 Total . 1180) . - . . sy 2824y - @.704) . . - - . . @704
CMBX Tots! () {189) . . . (169) - . (189) [LFL - . . . - {120) (308}
Bond Indox TRS/CHBS Yol . . . . . . . . . . 20— . . . . {289) {388}
Carp CDS « 5lnpla Name Total {164 {1,300) . . . (130} 1,591) . . [{X1)] {188) - . . . . (108} (1,699)
Com GOS « GOXIAM - . . . . [
AA - . - . . . . 0
A (806) (749) . (1.555)] (1,958} (106) (106) {1661}
688 {504) (16%) . {e85) (665} (50) (50) 15}
60 & Delow - {600} . {600)! (500)] . N (600}
Corp €S - COMUax Youl 1A s - . - . (2.820) 2:020) (sn - . . . . (157) o)
Syniheve Long Tow! (3] 1,037 224 2,234 B - - - w4
Towl Hedges [{ELT] {Lan8) = < (B B 2.65) e [ < T [EEER) ()|
INE‘I’ EXPOSURE 4,448 11.240) 503 421 739 274 S, 146 4,021 483 10,650 119 610 549 1,185 208 Q] 2ns] 73,165 |
9/1 172008 2:09 PM
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Other ABS Exposures

August 20th Net August 20th Net
Assel Description Balance Sheet Q2'2008 Varlance BPM Level 0 Balance Sheet Q2'2008 Varance Ratng Talal %
LIM + Dominos ” pray {144y A 3 59%
Applebess 237 1,020 1782) GOG 10 6 4 A 46 1.6%
Pranchise 314 1241 (027) Grs 0 [] 0 A+ 1 0.4%
Monufacrured Housing 382 440 (57) GTS 128 157 (&) AA- 195 6.6%
Auto Loan Bonds 95 130 35 Principal Investing 138 163 (25) AA 53 1.8%
Credit Card Bonds 29 226 {194y AA+ 1 0.0%
Aircruft Reccivable Boads 110 n? M <o 834 1,034 {0y AAA 617 20.8%
Struciurad Sentlements 0 87 [t.5)] High Yield 19 [} 193 [:]:1:] al 14.9%
lassrance 8? 0 87 Global rutes 13 19 {0] 888- 23 0.8%
CLO/CBO n kL1 {275 Securitized Products 3281 5,294 201 BBB+ 17 7
ABCP 7 76 w Fixed Income 4,308 6,342 (2.034) Invesiment Grade 1,578 53.3%
Student Loons 4 7 (3)
Cetasirophe Bond X} ] 13 Assct Managoment L] 3 &) ] 163 3.5%
Other 3 19 (3 Privats Equity Q 35 (3%) B s 1.7%
Other ABS 1,188 2,651 {1.508) Investment Management o 40 90 B+ ] 0.2%
0 68 364 12.3%
Student Loans 549 402 147 Prime Services 28 0 228 [:1: 9 50 1.7%
Small Business Financing 96 1,561 (625%) BB+ 12 18%
Capital Crossing 610 &40 (30) GAAP adjratment ) (62) [ c ] 0.3%
Non-Res{ 1,096 1,603 {50R) Enrope 208 e 208 [ 3 0.1%
Securitized Products 3281 5294 2.012) C+ 22 0.7%
[ Teotal ABS Other i 4,821 6,483 {1,662} cc k] 1L0%
High Yield 193 o 193 . cc- 7 02%
CDO's « CLO/CBO 8} 1,04 (200) Q1 ABS Other Target 4,000 820) CC+ 16 12%
Global Rates -CLO 0 14 [{T)) cce 47 16%
Augusi 20tb Net cee- LI%
GT5-CLO 133 163 [¢4))] Collateral Type Balance Sheei Q2'2008 Variznce 12 o
IMD - CLO 0 H & ABCP 76 7% 0) cCC+ 115 3.9%
PE-CLO 0 35 [al3] Auto Leans 95 130 (35) b aQ 0.0%
Asset Manogement 0 40 40) Credit Cards 29 26 (188) DD+ 7 02%
Franchisg 504 1.241 @n DDD 33 13%
Prime Scrvicea 2128 0 228 MH 382 440 {57) DDD+ 1 0,0%
NIM (] 7 (7) Nen-Invegment Grade 1.095 y1.0%
GAAP Adjustment 162} (62) 0 Olher 27 $21 (4395}
Europe 208 0 208 Alrcraft 110 17 7) NR 290 9.8%
| a7 )] 87
J_ul} ABS Other 4,821 6,483 {1,662) SBA Nlm a2 s7 25 ota urities 2,962
SBA Residual 2 3t m
SBA Security 84 428 (333) Servicing Rights 29
Servicing Righis 29 31 3) Resldual 27
Structured Seltiements [ 87 @n WL 1,865
Consumer Loans 177 Q n Whole Loan & Other 1,921
Student Loans 21 7 14
Whole Loans 1,868 1,935 (70} Sub Tota 4,883
CLO/CBO 1,281 1,21 70 0
GAAP Adjustment 82) (M) [
Total ABS Other 4,021 6,48 (1,662) GAAP Adjuxtszens (2]
Tots] ABS Othier 4,821
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GAAP Asset Class / Lien Type Mix

At Risk Balance Sheet

(o]

o]

Z

o

Q

m

Z

d

>

~

_'

A

m

>

=]

=

m

3

) Mortgage Corporate

g ($ in millions) Total Inventory Held for Sale Equity Corporate Debt Other Assets

S First 17,881 12,357 2,499 - 3,025 -

(_'" Mezz 4,075 3,183 867 - 24 -

g NPL 1,666 1,666 - - - -

o Securities 4,254 4,252 - - - 2

=< Equity / REO 9,398 2,514 5,070 1,814 - -

h Other:

é Financing Trades 2,090 - 229 - 1,861 -

B Corporate Loans 1,330 - - - 1,330 -

< Derivative MTM / Treas. 307 - - - - 307

o Revolvers 301 - 9 - 292 -

9| Total ..41,302 23,973 8,674 1,814 6,532 309

x

m

s

g GAAP Asset Class / Property Type Mix

(o]

5 At Risk Balance Sheet

> Mortgage Corporate

8 ($ in millions) Total Inventory Held for Sale Equity Corporate Debt Other Assets

& Office 7,755 3,451 3,153 31 1,120 -
Mixed Use 4,461 3,030 130 57 1,244 -
Multi-family 8,195 3,656 650 1,651 2,237 -
Hotel 4,062 2,468 399 - 1,195 -
Land / SF 5,092 2,401 2,587 - 104 -
Retail 1,908. 1,387 254 - 267 -
Condominium 2,177 1,455 721 - - -
Other (¥ 7.651 6,124 780 74 363 309

Total 41,302 23,973 8,674 1,814 6,532 309

E (I Other includes CMBS securities, derivative MTM, industrial, storage and other miscellaneous items

I

n

m

(9]

=1

-~

©

B

o

° 971142008 2:09 PM
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- "irp\groupsMin\finonce\Financial Control\Mangement Reporting\Revenue Analysis\REVENUE REPORT[NG\Gr:cn‘/'ﬁ\:')OS\QJ\Capiu:] Mkts\Q3 - CM.ppt - erenner - 9/11/2008 2:10:59 PM

GREG Real Estate Exposure by Asset Class

{In milllons) us us us B .." il Eurcpa Europe Asla Asla "1 [ ptatil Total
Commerclal PTG REITS : || Cemmarcal PTG Commercial PTG M
ASSETS ] (A ! l i :
; ltl ||1'i: I
i :
Fixed Rate Whole Loans | !,lijl l I{ U
Fixed Rate Largs Loans and Condult 57 'ii || ’I;l!" &7, | st
B-Notes and Mezz Fixed Rate Loans 1,220 I‘I I “I ? 1,220
Fixed Rate Loan Commitments - lib .-l-" * i I -
Total Fxed Rale Whals Loans 7277 l'“ 127 | | l . ’]’. 1271
(lllin i !
Floating Rate Whole Loans I! i “ |’ i
Floating Rate Sr, Mezz & B.Notes 5,797 3,994 I['ltl 1'9'151 4775 3,126 | I 1ii3]126 17,693
PTG Dobt 5117 [ilg4s 499 1 g9 [N 8,316
Total Floating Rato Whole Loans 5,797 6,17 3,994 l‘inlimﬁﬁ‘g' 4,775 499 3,126 639 l “ ll [iH ]"8'[2”?' 26,008
i ]
PTG and Equity/Bridge Equity/Asla NPL 5722 il ’l":; i 1313 “ ’ e Il 6ol 9,604
B l‘l
Securitles I!IZ- ‘“ | ! ]! ‘il
Fixed Rato (G 438 it i{“'a .', s “.,,,. 43:
Floating Rate IG 2¢ I all 3,085 s | l 5! 273
NG 28 ’II i |le!§: 200 63 ll l| RS 291
Tolat Sucuritles 680 lmi !i('l | 3,265 0 508 " I lm o‘a 3463
1 i !
Flnancing Trade m 'E | '“h 882 ‘ ‘ 1,593
Al Ih!}
Total Gash Fosliions 5475 11,899 3.994 | Ii2A3000TI] 6,923 1,612 3,694 4359 mm mm n7ssa- 23,035
[! ' 'w”: ] ' IN 4|(l'|1|1s
HEDGES (Notlonal] ] l“ “Lﬁ ‘_j ' i
44 ; ,f‘E
CcMBX (264) “ ' " ' ] (264)
AAA "l r .
AA . i \r ! .
A (88) ,] " , i (85)
BBS {119) ‘ !‘it 8 (118)
BBB- (60) H ﬂ } hiéi i (60)
ill 1 it .
HVOL as) !ﬁ;lfil M @s)
il -
ITrao (737) {]; [| il V; (737)
DX !i ﬁ{ il .
16.9 it il ] .
cDs i’”\ d :
e :
1 ]‘ [
i H 6) . 776
TREIONS e i "-nll?lma:sa% e
Total Hodgos .852) 5 - {HN(1852) ] 0 11,857)
NET EXPOSURE 6,623 11,639 3,994 [l 224561, __ 6,923 1812 3634 41,183
iy ]f“llﬂ
Total Cash Posltions 8475 11,839 3.994 “ ]} 1812 3634 4359 43.035
Pius: Dariv mtm and othar (UST) 324 ,, llhlllaz 324
Plus: Gross-ups 4,180 2,024 i 4205 453 10,862
Total Balanca Shost 12,978 13,863 3.994 _.;‘u' 3008381 13,128 1812 4,087 54,221
971172008 2:09 PM
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pigroups\finifinance\Financial Controf\Mangement Reporting\Revenue Analysis\REVENUE REPORTING\Gr:cn!;/'\"OB\QJ\Cnpilal Mits\Q3 - CM.ppt - crenner - 971172008 2:10:59 PM

LEHMAN BROTHERS

IMD Mortgage Exposure
Inventory By Account  Prime Sub Prime CMBS REHS CMBS - Equity  €DO Grand Total Q2’2008 {Variance
ABS FUND - - - - - - - 74 (7.4)
ENHANCED CASH FUND 16.1 - 1.6 - - - 17.8 38.6 (20.8)
ENHANCED CASH (I - 0.2 - - - - 0.2 42.7 (42.5)
Lincoln Capital Govt Agey - - - - - - - 0.1
LV INCOME FUND 26.8 - - - - - 26.8 47.2 (20.4)
LV MORTGAGE SECUR 8.9 1.7 - - - - 10.6 56.6 (46.0)
cDo - . . . . 0.1 0.1 - 0.1
Private Equity - - - . - - - 34.9 (34.9)
PE Commercial - - 789 . 169.9 - 248.9 560.7 (311.8)
PE REHFS - - 205.9 - - 205.9 2820 (76.1)
Grand Total 51.9 1.9 80.6 205.9 169.9 0.1 510.2 1,070.2 (560.0)
Collateral by Rating Prime Sub Prime CMBS REHS CMBS - Equity CDO Grand Tolal Q2°2008 [Variance
A - 0.2 - - - - 0.2 - 0.2
AA 3.1 . - . - . 3.1 183| (13.2)
AAA 259 - - . - - 25.9 854 {59.5)
B 43 - . . - . 43 1.7 26
B- - - - - - . . 34 (3.4)
BB - - - - - - - 10.6 (10.6)
BBB 1.8 0.2 - - . - 2.1 24.2 (22.1)
GNMA 16.1 - 1.6 - - - 17.8 38.6 (20.8)
QOTHER 0.5 1.4 - - - - 1.9 - 19
NR - - 78.9 205.9 169.9 0.1 454.8 890.0 (435.2)
Grand Total 51.9 1.9 80.6 205.9 169.9 0.1 510.2 1,070.2 {560.0)
. W ENHANGED CASH FUND
IMD Residential Exposure T ENHANCED GASH U IMD Mortgage Exposure TFrime
PE REHFS WLV INCOME FUND CMBS - Equity M Sub Prime
40% DLV MORTGAGE SECUR 33% oovss
ENHANCED wcoo OREHS
CASH FUND W PE Commercial B CMBS - Equity
3% 5 FE RENFS bcoo
ENHANCED CcDo
CASHII 0%
0% Prime
LV INCOME 10%
PE Commercial FUND
50% LV MORTGAGE 5% Sub Prime
CcDO SECUR ‘fﬁt}s 0%
0% 2% °
16%
9/11/2008 2:09 PM
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Principal Investing Mortgage Exposure

jal Control\M Reporting\Revenue Analysis\REVENUE REPORTING\Greer”208\QX\Capitot Mk1s\Q3 - CM.ppt - cremcr - 9/11/2008 2:10:59 PM

Sum of Long Inventory, TD @ MV :
BPM Level 0 Asset Category 2 Prime Qther ABS Total Q2'2008 Variance
GLOBAL TRADING STRATEGIES AAA 726 726 75.1 (2.5)
AA 30.6 30.6 333 (2.7)
A 28.8 28.9 30.8 (1.9)
BBB 4.7 4.7 8.8 (4.1)
B 34 3.4 - 3.4
GNMA 51.6 51.6 75.1 (23.5)
GLOBAL OPPORTUNITIES GROUP GNMA 10.2 6.2 4.0
Grand Total 64.3 127.6 202.1 229.3 (27.2)

Principal Investing MTG Exposure by Rating

GNMA, 61.77,
31%

B, 3.45,2%

BBB, 4.74.2% AA, 30.65, 15%

A, 28.90, 14%

HAA
DA
oBBBe
B

[ GNMA
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ABS CDO Exposure
Cash Positlons Ceago . | { Other Resi CDO ] | Total ABS CDO |
Rating Notional Exposure Av price Notional Exposure Av price Notional Exposure Av price
AAA - - g 4 50.40% 9 4 50.40%
AA - - 38 10 25.53% 38 10 25.53%
A 6 5 92.5% 22 23.60% 27 10 37.67%
[=1:12) - - 56.65% 8 5 56.65%
BB 834 367 44.0% 2.57% 836 367 43.89%
B 76 23 30.8% 31 § 25.05% 107 3 29.14%
CCC + Below 35 7 20.2% 586 37 6.25% 620 44 7.03%
NR 0 2 N/A 62 16 26.26% 62 18 29.40%
Total Positions by Rating 951 405 42.56% 758 85 T1A7% 1,709 488 28.64%
Hedge Positions
ABX - 3 (415) (40) (415) (36)
ABCDS (509) (221) (646) 1 {1,154) (219)
Single Name TRS 208 169 - - 208 169
Bond Index TRS - - - . . .
CDS on CDO - . {(1,170) (190) {1,170) {190)
ABX - CDS on CDO - - (361) (180) (361) (180)
CMBX - - - - . -
Bond Index TRS/CMBS - - - . - .
Corp CDS - Single Name (1885) {130) - - (185) (130)
Corp CDS - CDX/Mraxx - - - - - -
Total Hedges {486) (178} (2,557) {408) (3,077) (587)
Total Net Exposure 465 227 {1,833} (324) {1,368) 57
9/11/2008 2:09 PM
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\Financial Contrel\Mang Reponing\Revenue Analysis\REVENUE R EPORTING\Green' - v"-’}OE\QS\Capiml Mkis\Q3 - CM ppt - crenner - 9/11/2008 2:10:59 PM
CAF Exposure
August 31, 2008 I l May 31, 2008 | I % Change l

Funded Unfunded Contingent Notional my AvgS Funded Unfunded Contingent Notional MV AvgS Notional MV
High Yicld 4,924 1,834 376 7,34 6432 90158 9,003 2,126 425 11,554 10,369 89.743 -38% -38%
Real Estate 466 - - 466 461 98.927 527 - . 527 521  98.861 <12% -12%
Bridge Equity 2,220 - - 2,220 1,555  70.040 2,221 - - 2,221 1,689  76.022 0% -8%
Total Commitments 7,610 1,834 376 9,820 8448  86.027 11,752 2,126 425 14,302 12,579 87.948 31% -33%
% change from prior period ~35% ~14% ~12% 31% -33%
HY CAF Hedges 100 4 (525) (139) n/m n/m
High Grade Commitments 707 1,868 674 3,249 3,195 93313 3,653 1,116 1,672 6,441 6,381  99.057 -50% -50%
High Yicld Disclasure 4,924 1,834 376 2,134 6432 90158 9,003 2,126 425 11,554 10369 §9.743 -38% -38%
High Grade Disclosure 707 1,868 674 3,249 3,195 98313 3,653 1,116 1,672 6,441 6,381  99.057 -50% -50%
LEHMAN BROTHERS HOLDINGS INC. Largest Exposures (Smny)
Hedges (Smm)

. High Gradc:

[ August 31, 2008 | May 31, 2008 _ ] Imperial Tobacco 935
Deal Name Notional Mv Deal Name Notional MV Staples 806
CDX HY - (0.0) CDX Y (75) 1.7 Philip Marris 556
LCDX 59 - (0.0)  LCDXS9 - P
CDS - FOC . - CDS - FDC (155) (67.8) Time Wamer Cable 268
CDS -GS - - CDS -GS (40) 1.4
CDS - MER - 29 CDS - MER (20) 21 High Yicld:

CDS - MS§ - - CDS - MS (10} 1.5 Archstone 4,232
Band Index ICAPZ/HIYLD (200} (0.4) Bond Index ICAPZHIYLD (450) 8.7 Term Revolver 2,110
FDC - Bond - - FDC - Bond (75) (67.5) Bridge Eq. 1,477
LIBOR Swap 300 1.4 LIBOR Swap 300 1.6 Mezz Debt 461

Tatal Hedges 1060 4 Total Hedges (525) (139) Permanent Equity 184
Hilton 427
Fusion CLO 399
TXU 297
Houghtan Mifilin 292
Debitel 291
Convericam 266
First Data 1228
HD Supply 226
9/11/2008 2:09 PM
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Conrof

Reporting\Revenue Analysis\REVENUE REPORTING\Green' -

\OOS\QJ\CnpiuI Mkts\Q3 - CM.ppt - erenner - 9/11/2008 2:10:59 PM

Level 3 Assets by Product

May 2008
Closing

Closing

segenpiny

AT

Closing ”HI{T’ 'T i '?‘ I@TTf ﬂ?{

Mg and M d
Securilized products
Subprims
Whole loans » subprima
Whole loans - Sacond Liens
Bonds IG (AAA & atove)
Bonds IG {AA & bslow)
Bonds NIG (below BBB)
Prime Whola Loan
ABS Subpime NIG

Scratch & Dent
Whole loans

Prima
NIG (below BBB)
Prima NPL & Othars
Invesiment Grade (BBB rated)
ABS Prima NIG

Other
Residuals
NIG {non-Residential)
1G (non-Resldential)
Ccoo
Student loan
Olher
Capital Crossing Whels loans
Total securillzed products -
uUs

I1alian residential mortgages
Seaurilized products - London
Securilized products - Tokyo

Tolal securitized products

Real Estate

Asia Non parforming foan

portfalios

Real estale PTG US g

Rea! estale PTG Evrope

Real eslale PTG Asia

Total Real Estate

iMD

Othets

Mrig and Mrtg Backed lotal

188
866

28

808
1313

624
384

57
100

1,178

380

403

3,396

1,978

5418
da4

3.025

8357

106
3.155
1256

s

I

i

4,307

108
3,158
1,118

9,874

8,687

10,865

(200)
1,000

(152)

1978

5,197

1,444 Expected incr dus (o
lack of observability in
continued sales.

2,842 RE Tiy1

11,461

75
(216)

5
{216),
20,598

640

20,007

LEHMAN BROTHERS
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fin\fl \Financial Control\Mangement Reporting\Revenue Analysis\REVENUE REPORTI'NG\Grccn.'/ \‘JOS\QJ\CapiwI Mkts\Q3 - CM.ppt - crenner - 9/11/2008 2:10:59 PM

Level 3 Assets by Product (cont’d)

e s )
s lzaR LG |
Geamg  cums _ cioirs  DBSRRRRC A
[Corp Dobt and Qther
Non perfarming loans 1128 = 1,129
Real eslate Tokyo loans 263 » 263
High-yleld loans - ather than ” 696 > 696
Credit Tokyo
Convertiblgs various desks = 32
Credit Tokyo foans 930 » 904
Cash CDO Equity tranche » B4 ¥ 284
Securllized produets - Asia 518 ¥ 518
Trade Claims 7% ¥ 76
Loans London " 603 « 216
Aucllon Rate Sacurilies Credit 842 ¢ 842
Qthers (73) 73)
Carp Dokt and Other tatal 5,590 - 5,177
Corp Equitlas
Real Estate - Archstane 1610 < 1,587
Private Equitss (/BD/PE) = 4144 9 4,144
GT$ Asla - KSK/Indla pawer 551 4 -
plants
GTS/GPS - Private Equilles 901 < 801
DPI - Private Equilies a7 & a7
Crodil group PE 1253 ¢ 1,253
Privale Equitiss (non PE/Credil 85 @ 145
group)
Qthers U2 2342
Cormp Equilies total 10,157 - 9,353
Dorivatlves
Munls (All Lax deals) 453 453
Crodit dervatives (CDOICDO2) 3e1 81
Inflatlen swaps with Republic of 671 871
haly
IRP Lendon cther trades 7 (332) (332)
Commedilas 132 180
Equitles » 574 670
Securitized Products - XL Hedge 172 172
Olhers (d85) (100) (564) IRP Thy1
Dasivallvos total 1,566 (100) 1,631
Loval 3 - Total Forocast 37.911 548 36,169

LEHMAN BROTHERS

Capital Markets Section — Q3 2008

36

9/11/2008 2:09 PM



CONFIDENTIAL TREATMENT REQUESTED BY LEHMAN BROTHERS HOLDINGS INC.

LBHI_SEC07940_042777

*JSJAl JUDWIISIAU] "FA



8L.Z¥0 0¥6L003S™ IHE

"ONI SONIQTOH S¥3HLOYE NYIWHIT A9 A31S3N0IY LNIJWLYIHL TVILNIAIANOD

INVESTMENT MANAGEMENT DIVISION 9/9/2008 9:28 PM
(% in midlious} Month Trend Quartee Trend A% 9 Months Ending August A% Reaneds
i 0308 YID'08 n
Jun'0s  Jul ‘08 Aug 08 [ames ] | Q2°'08 Qi-aa Q' Q307 | D20k 0107 YTD ‘03 YTD 07 YTD0? _ QuReened | Qu  YTDRecord _ Year
High Net Warth (PAM) 53 1 3] 159 163 17} 162 162 -3% P 294 455 2% 173 Qs 4% YTDUR
Equity 3 b1 k] 9 23 M 2 9% 1% T 279 29% 4% 98 Qo 2% YIDYO?
Fixed lnme 14 15 15 “ 41 ¥ » 3 & 9% 121 ) % “4  Quw 121 YTDYS
Otha Ausct Management h] ] 3 12 1 22 2t My % J041% 49 25 2% 2 QW ¥ YTDVOS
Trditigna) Asser Managanent )1l 105 100 306 30 32 n 2| % % 943 854 10% 326 QG 943 YID'0S
AM Altematives 15 8 (68} {46) 87 19 103 4| S -183% 240 176 5% 199 Qo 20 YTDYS
Privare Equity n 32 3 100 99 9N 18 125 % 20% pl] 313 7% 125 Qo7 313 YIDY?
Alemarive Inventments @ 40 o2 2] 186 ] 21 1% 1% -70% 51 489 "% 21 QW Lol Y8
Tota) Asset Management 1?7 145 69 30 4% o8 533 468 | 27 2% 1,414 134 10% 68 -QI'ea 1414 YTD'08
FiD 39 40 k1] 129 18 03] 1§ 51| 2% -14% il 2 W% 183 Q8 MH YIDD
EQUITY <8 «@ 37 145 169 184 184 3] 1% 2% 8 500 1% M Qw 500  YTDV?
Tata) PIM 107 10 (1] 24 352 351 29 !l 2 18% 9% 921 6% 2 Qs 96 YID'08
Toral Invesunent Management 284 243 135 M4 848 968 832 802 25% 2% 450 2,268 §% 968 Q1w 2450 YTD'08
Amesleas 0 08 %n 503 728 9 01 (XL B/ 2% 230 s 715t
Europe Y] 3 38 20 w 159 ue i) % -19% 5 2 7%
Asia 4 1 6 n 10 ") B n 3% 3% 976 921 &%
Tate) Lehman AUM 28560) 276,803 273,228 tosaes | [y | _megst _mup (274888 1% 1% 27, 274,858 -1% N Qo 77485  YID'07
‘08 v 08 0Q3°08 vs. O3 ‘07

< Investment Management Division revenues of $634mm were 25% or
$214mm lower than 2Q 08 due to a $136mm decrease in Asset
Management and a $78mm decrease in PIM revenues.

++ Asset Management revenues of $360mm declined 27%, or $136mm,
versus Q2 ‘08, largely due to a $65mm impairment reserve taken against
our 20% minority stake interest in Ospraie combined with lower
revenues from our other minority stakes, specifically DE Shaw (down
$63mm) and Spinnaker (down $5mm).

“¢Private Investment Management revenues of $274mm declined 22%,
or $78mm versus Q2 08, due to a combination of lower industry wide
activity and client sensitivity to transacting with Lehman as a result of
press coverage. Decreases were experienced across almost all products.

*AUM of $273bn decreased $4bn over the prior quarter, as negative
market performance of $15bn was only partially offset by increased flows
of $1ibn.

s»Investment Management revenues of $634mm decreased 21%, or
$168mm, versus Q3’07 due to a $108mm decrease in Asset Management
revenues and a $60mm decrease in PIM revenues.

»Asset Management revenues of $360mm decreased 23%, or $108mm,
versus Q3’07 due primarily to an impairment reserve of $65mm take
against our investment in Ospraie Management combined with a
$35mm decrease in minority stake revenue,

“¢Private Investment Management revenues of $274mm decreased by
18% or $60mm versus Q3 07 due to a combination of lower industry
wide activity, client sensitivity to transacting with Lehman as a result of
press coverage, and IR’s focus on addressing client concerns. Decreases
seen across most products.

“+AUM of $ 273bn decreased $ 2bn, or 1%, versus the same time last
year, as inflows of $3bn were offset by negative market performance of
$5bn.

LEHMAN BROTHERS

INVESTMENT MANAGEMENT DIVISION . |
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ASSET MANAGEMENT REVENUES : 9/9/2008 9:28 PM
(5 in aridlionz) Month Trend Quarter Trend aYe 9 Months Endiny August A% Records
2308 YID'0S s
Jun'08  Jui'08  Aug'08 Qo8] [Q28] Quos Qa0 [Q3°07| pzos Q397 _YID'OB __YID'7_ )ID07  QuReeord _ Qu  YTDRecord _ Yewr

High Net Worh (PAM) 53 5 5l 159 163 173 162 162 -3% e 494 455 % 173 QL8 494 YTD 08
Hquity, 3 30 k] 9 923 9% 2 78 1% Th 279 290 4% 9% Qivor 2N YIDW
Fixed looome 14 15 15 4 41 ” 9 N &% 3% 121 84 4% 4 Qi 121 YTD 08
QOther Assex Management 3 [ k) 12 14 2 2l ) -13% alo 49 25 % 2 Qtos 49 YTD 08

Tradironal Asset Management 101 105 100 306 310 4 326 kiH] 2% 1% 6% 943 854 10% 6 Q108 943 YTID'08
AM Altemadves 15 8 (68) (46 87 199 103 54 432% 185% 40 176 Je% 199 QL8 240 YTrDYV8
Vavate Equity 3 32 3 100 929 93 118 125 1% 20% 29 k1K) T% 125 Q3ivr 33 YW

Alterpatve nvestments a5 40 32) s4 186 251 21 19| % -70% st 489 9% %1 QU'0s $31 YTD'08
Touwl Asset Manapement 147 145 68 60 4% 618 533 458 -27% -23% 1414 1344 10% 618 Qt'o8 1,474 YTID 08
Revenic By Region
Amaias 132 13 L 306 “2 536 455 365 St -16% 1,285 1,143 12% 536 Qi'e8 1285 YTDYG8
Fumpe 12 13 13 42 45 4 70 94 T% $5% 162 185 )% 94 Q30?7 185  YTD'W?
Asia Pagfic 3 3 (] 12 9 1 8 9 5% 6% 28 15 8§7% 12 Q308 28 Y08
Toul Asser Manapement 147 145 68 360 4% 618 533 468 27% -23% 14714 1344 0% 619 Q1o 1414 YTD'08
3 ‘08 vs. Q20 3 08 vs. Q3 ‘0

¢ Asset Management revenues of $360mm fell below Q2 08 by 27%, ot
$136mm, largely driven by a decline in AM Alternatives relating to
minority stakes.

“*Traditional Asset Management revenues of $306mm were slightly down
(84mm) from Q2 08.:
% High Net Worth revenues of $159mm fell §4mm, or 3%, from Q2
’08. Billable AUM remained essentially flat in the quarter, however
asset mix shifted from Equity to Fixed Income, resulting in lower
overall effective fee rates.
“*Equity revenues of $91mm were down $2mm or 1% versus Q2 *08
as billable AUM remained flat in the quarter.
“*Record Fixed Income revenues of §44mm were up $3mm, or 8%,
from 2Q ‘08, driven by new Sealink mandate revenue of §1.4mm and
revenue true-ups for CLO’s totaling $1.9mm offset by a decrease in
liquidity revenue due to outflows in the quarter. Billable AUM was up
6% in the quarter.
* Alternatives Investments revenues of $54mm decreased by $132mm, from
Q2'08
<*AM Alternatves had a loss of ($46mm) due to a $65mm
impairment reserve on our Ospraie MS; DE Shaw revenues down
$63mm and Spinnaker down $5mm.
< Private Equity revenues virtually flat versus last quarter.

“+Asset Management revenues of $360mm decreased 23%, or $108mm,
versus Q3 07.

+¢ Traditional Asset Management revenues of $306mm surpassed the same
quarter last year by 6%, or $16mm.

»High Net Worth revenues of $159mm was down from Q2 ‘07 by
2%.

“+Equity revenues of $91mm were down 7% versus Q3 07, as billable
AUM fell by 2%.

“*Record Fixed Income revenues of §44mm increased 39%, or
$13mm, versus Q3 °07, as billable AUM increased 16%.

¢ Alternative Investments revenues of $54mm were down $125mm or 70%
versus Q3 ‘07.

“* AM Alternatves revenues of ($46mm) decreased $100mm versus Q3
07, primarily due conversion of GLG interest ($28mm in 3Q07) and
the Ospraie impairment of (§65mm). Combined with lower revenues
fot Spinnaker of $12mm.

¢+ Private Equity revenues of $100mm decreased §25mm versus Q3 ‘07
due to decrease in catry (down $35mm).

LEHMAN BROTHERS

INVESTMENT MANAGEMENT DIVISION 2
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ASSET MANAGEMENT REVENUE BY TYPE 9/9/2008 9:28 PM
(8 in millions) Month Trend Quaster Trend Fiscal Year  Fiscal Year A% A%
03708 . YTD08 1
Jun'08  Jul'08  Aug'0s [Q3'0os | [Qz'08] «Qi'es Q407 [Q3'07] [_yrp'os | [ YTD'07 | _Q208 0307 YID'07
Recap by Revenue Type
Traditional Asset Management 100 103 99 302 304 319 304 299 925 853 1% 1% &%
AM Aliermadives 5 6 4 14 17 16 16 12 47 28 -13% 23% 64%
Pdvate Equity 28 25 26 79 85 7 63 69 235 139 €% 14% 48%
Management Fees 133 134 129 396 405 406 382 384 1207 1040 2% 4% 6%
AM Altemadves - - - - 0 12 2 2 12 29 nla -100% 60%
Povate Equity o 0 o @ ) 5 36 33 3 g4 -160% -105% 7%
Incentive Fees / GP Carry e 0 ) @ ) 17 38 36 15 13| -60% -105% 87%
Minerity Stakes 10 3 2 (60) 7 17 86 40 182 119 -185% 252% 53%
Implied Fees 1 1 1 4 6 6 5 ® 16 13 +3% 144% 25%
PE Marketing Fees 0 0 8 8 1 0 4 7 8 24 nla 14% 65%
Other 4 7 4 15 14 17 19 14 46 35 8% 6% 3%
Principal Gains and Other 15 1 (60) (34 92 195 13 52 253 191 -137% -164%% 33%
Total Asset Management 147 145 68 360 496 618 533 468 1474 1,34 -27% -23% 0%
3 ‘08 vs. Q2°* 3 08 vs, Q3°07
Management Fees . Management Fees
**Traditional Asset Management Fees of $302mm are down $2mm from the prior > Tradidonal Asset Management fees were up slighdy Q3 07 due to increases in
quarter due to change in asset mix of PAM accounts. fixed income assets.
% AM Alternatives Managemenat Fees were $14mm for the quastes versus $17mm in “* AM Alternatives management fees increased $2mm, or 23%, versus the same
the prior quarter, down 13%. quarter last year as 3Q 08 includes revenues for Credit Arbitrage and Mortgage
*» Private Equity Management fees were down 6% this quarter as Q2 08 contained Opportunity.
fetro revenues relating to closing of RE 1L < Private Equity management fees increased $10mm from same quarter last year due
to fund closings such as RE I and Sec Opps II.
Incentive Fees/GP Carry
“»There were no incentve fees for Q3 08 or Q2 08. Incentive Fees/GP Carry
> There were no incentve fees for Q3°08 vs $36mm in Q3 '07 related to PE,
Principal Gains and Other ptimarily Real Estate $20mm.
% Principal Gains and Other revenues of ($34mm) fell 137% from the prior quartes,
led by a decline in Minority Stakes, specifically Osparie (65mm), DE Shaw (§63mm) Principal Gains and Other
and Spinnaker ($5mm). , “*Revenues were down $86mm versus Q3 '07, primarily due to 2 decrease in
Minority Stakes, specifically Ospraie impairment charge (365mm), GLG (325mm)
and Spinnaker (§17mm).
LEHMAN BROTHERS INVESTMENT MANAGEMENT DIVISION 3
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AM ALTERNATIVE INVESTMENTS /972008 %28 MY
(% in enllivns) Moath Trend Quartes Trend A% 9 Months Ending Augun A% Recards
018 u. VTD'08 us
Jun'es  Jues  Augo [Q3os] [Qzos| qos quwv [Q3or] prve oy9r _YID'08  _YID'T  _\IR'7_ QuReeord _ Qu  YTDRecord  Yew |
AM Altgrnatives
Management Fees:
Quant Funds 1 1 ) 2 3 2 1 2| 2 2% 2 4 7. 3 Qe 7 YTD®B
Global Maao 0 0 ) 1 ] 1 ) o] sl 3 0 le 1 Qs 3 YIS
Antiberdimak Funds 0 0 0 1 2 1 } 2| gz 5% 4 4 6% 2 Q@ 4 YTDOS
Single Manager Funds 3 3 2 9 12 12 1 o] 2 2% » % % 12 Q' 3 YD
Libaty Vicw 2 2 H 5 7 8 7 7| e 27% 2 1 3% 3 Qs 21 YID'OS
Commaditics 1 1 0 3 4 1 3 2| 26 % n 6 7% . Qe . YIDDs
Satori Tedh ) 0 0 0 0 0 0 ol % 15% 1 1 1% 0 Qe I YIDw
Scrugured Asset Management 0 0 0 i 3 1 ) @ 3% ale 3 0 ale 1 Q208 3 YIRS
Other Mansgament Fees 1 1 0 2 0 ] 5 o ale alu 3 (% 5 QW 3 YIDUS
Totl Management Fees s 3 4 1 17 16 16 2| 0% 23% @ 2 &% 7oQ2es 4 YID'08
Incentve Pees:
Quant Funds 0 [} 0 0 0 s ) o| a ala 3 . e 3 QW 8 YIDYS
Global Mago [} o 4 0 0 8 0 0 e rlu 8 - ale 8 Qies 8 YD
Antibendimark Funds 0 ] 0 0 0 0 0 ] ale nla - - ala - Q1% - YTD'™
Single Manager Ponds 0 o 0 0 0 4 3 tf ale -100% 4 2% 5% 6 Qo7 % YIDO
Liberty View 0 0 0 ) 0 0 2 3| e J00% 0 % 9% Qe % YIDW
Commodites 0 o ) 0 0 0 0 o| we e ; . als -Qs . YIDW
Satori Tech 0 [i] "] 0 ] 4 1 (¢} nfle 100% 4 - ala 4 Ql'os 4 YrDos
Stnuqurad Assct Management 0 0 0 0 0 0 [ ] e nla . - ala . Q06 - YID '™
Othex Inaentive For 0 0 ) ° ) 0 m 1| e -100% 0 4 99% 3 Qo 4 YW
Totat Incentive Feen ] 0 0 [ ] 2 2 2 n/s -100% 12 29 $0% 18 Q1'07 29 YTD'0?
Minarity Stakew
DE Shaw 9 1 0z @ 6l 10 58 04| 0% Em 170 % e ne Ques 170 YIDws
Ospnie (V] 0 s {69 1 16 4 0 /e nle “n [ ale . 16 Ql'a 11 YTD®
GIG 0 0 3 3 0 " 13 | e % 20 “ 4% 3 Q@ 4 YTDW
Marble Bar 0 [} 0 0 1 10 4 s| oo oo u 15 26% 21 Q4% 15 YIDW
Spinnakar 1 ) 1 3 ] 18 7 w| % 2% 2 2 %
Total Minoficy Stakes 10 3 ™) 50 n m T3 5% 252 182 19 3% m Qs 182 YTD'0S
Totwl AM Altcrnstives 18 8 (©8) 46) 87 199 103 A% -185% 40 176 6% 99 Qs 40 YTD'0S
3 ‘08 vs. Q2 *08 Q308 vs. Q3 ‘07
“*AM Alternatives revenues of ($46mm) fell below Q2 *08 by $133mm, primarily < AM Altemative Investments revenues of (§46mm) are down $100mm versus
due to declines in Minority Stakes. Q3+07.
*» Management Fecs were down 13% from the prior quarter, primanly driven by “*Management Fees of $14mm increased $2mm this quarter, led by an increase in
decrease in LibertyView fees due to lower assets and fund mix, combined with lower fees Other Management Fees (+$2mm) due to new product launches (Cr Atb, Mort Opps)
on SCF (as sub-advisory fee to Gresham 1 10bps . . . R
( 24 ! Ps) <+ Incentive Fees: There were no incentive fees in the quarter.
“*Incentive Fees: There were no incentive fees in the quarter.
«»Minority Stakes revenues of (360mm) decreased $100mm versus Q3 07, led b
. "o’
< Minority Stakes were down $131mm, or 185% from the prior quarter ortty S ( ) - Q3°07, y
: R . L . Osparie impairment charge ($65mm), GLG (§25mm) and Spinnzker (317mm).
“+ Ospraie impairment charge resulting from a decision to close flagship fund
(365mm); DE Shaw decrease in quarterly revenues of (363mm) due to the
main fund, Oculus, down 2.3% vs up 9.3% in Q2 °08; Spinnaker ($5mm)
LEHMAN BROTHERS INVISTMENT MANAGEMENT DIVISION A 4
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PRIVATE EQUITY
{$ in maillions} Month Trend Quarter Trend A% 9 Months Ending August A% Records
@308 1. YTD 03 o
Jun'ts  Ju'os  Aug'os [os0s][Qzes] qies oior [Q3'er] _p2s 037 _YID'S _ _YID'0?7  _YTD'07  QuRecord _ Qu _ YTD Record  Yeu |
Ptivate Equity » Management Feea
Merhant Banking H s 5 15 15 16 10 19 % -18% 47 k1) 0% 19 Q307 47 YT 08
Ventur Capital i | ! 3 3 3 1 \ % 105% 9 4 122% 3 QU 9  YID'08
Retl Estate 8 4 5 v n 9 9 w| % 5o% ® z ar% L] 9  YD®
Private Funds Investment Group 7 8 8 23 20 18 18 15 15% 5% 6! 45 5% 23 Qa'es 6! YTD 08
Crodit Rdated 2 2 2 6 7 7 5 7 -12% 1% 19 17 16% 7 Ql'os 19 YTD '08
Infrstugure 1 ] t 3 3 5 ? o s S9n 1" 9 5% 7 Qi It YIDos
Pantnership Aaount 0 0 0 0 0 (V] 0 0 100% nla @ (] A31% 0 Q2'08 0 YIDW
Salcs and Marketing 0 0 0 0 0 0 [} 0 afla ofa - - ala - Q206 - YTD 04
LBAIM 3 4 5 172 14 12 2 tr 2% 15% k1] 30 27% 14 Q208 3B YTD 08
Total PE Management Fees 2] L] 26 kid 85 7 (5] 69 4% % s 159 8% 8 Q208 285 YID'8
Privaic Equity - GP Carry
Merchaat Banking o © 3 3 0 ) 7 3| /e % 3 4 J% 7 Q40 i YW
Ventuer Capital 0 0 ] [} [} 0 0 0 ale nla - - ale - Q2'06 - YD 04
Real Estate 0 0 ® ® @ 10 | afe 2% 0} a3 o % QU % YD
Privace Funds Investmant Group © [ © © () ] 16 2| 0% 116% It 2 6% 16 Q0 2 YD
Crerdit Relaed 0 0 0 ) 0 ) 3 6 ofe  -100% . 6 -100% 6 QW ¢ YW
Infastrugure 0 0 0 ) 0 o o) of s 100% o) 3 a2% 1 QW 13 YW
Partnesship Aapuat © 0 [ 0 [(] [¢)] 5 2 150% $7% » 2 -220% 5 Qw 2 YIOW
[BAIM 0 0 0 0 0 7 2 0 -1G0% -100% ] (23 43% n Q107 13 YTD 07
Other dlloations (GP Cany} 0 ] 0 ] 0 0 0 0 nle 2] - 21 -100% 18 Q0,7 21 YID®W
Toval Private Equity GP Carry ) [ O] @ m s 3% n| 0% -105% 3 7] -97% 3 Qo 8  YID'O?
Qther PE (inc. third parcy marketing / MAP) 5 6 12 2 15 16 19 23 52% 1% 53 70 % 2 Qw 0 YTDW
Totat Privace Equiry 31 32 7 100 9 23 118 125 1% -20% 291 3 7% s Q3°07 33 YTD'07
LBAIM and MAP were moved from Traditional Asset Management to Private Equity in Q1 *08. History has been revised.
3 ‘08 208 08 vs. Q3 ‘07
% Private Equity revenues increased from $99mm in Q2 ‘08 to %*Private Equity revenues of $100mm decreased $25mm, or 20%,
$100mm in Q3 08, up 1%. versus Q3 *07.
“*Management and Other Fees increased by $1mm, primarily due to *» Management Fees increased 14%, or $10mm, versus the same
increases in Secondary Opportunity II and Sales & Marketing, offset by quarter last year, primarily due to Real Estate III (+$9mm), Secondary

decreases in Real Estate III due to a true up vs. Q2. Sales & Marketing in Opportunities II (+36mm), and Merchant Banking IV (-§3mm).
Q3 '08 represents Private Funds Marketing placement fees for Tenaska
and ComVest. % GP Carry declined by $35mm versus Q3 *07. The GP carry gains in
Q3 ‘07 were primarily attributable to Infrastructure and Partnership
Account/DPEF/Pre-Tax Plan.

LEHMAN BROTHERS INVESTMENT MANAGEMENT DIVISION 5
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ASSETS UNDER MANAGEMENT BY ASSET CLASS AND BUSINESS 9/9/2008 9:28 PM
(8 in illions) Manth Trend Quarscr Trend A% 9 Montha Ending August AY Reeords
0308 1. YID 08 ¢
Jun'0f  Jui'ed  Aup ‘G [Qzes] Qs qi'or [Qi'07] 0298 D)'o7.  YID'0 YTD'07 _ /D67 QuRecard __ Qu__ YTDRccosd _ Yew

tixed lnoome 95,470 93829 93,105 93,105 { | 75,290 7635 75303 nny| 2% 0% 93,105 nng 0% 93,105 Q308 93,105 YTD08

Equities 102,870 97023 92,672 97,672 | 109426 101,404 (07,078 ) 104215) 1% <% 97,672 104215 <% 109,626 Q208 104213 YMO?
Altemative lavestments 38,696 38979 38,642 38,642 38,614 33,904 33,480 30,407 0% 27% 38,642 30,407 27% 38642 Q3'ed 38,642 T YTD'08
Money Markets 48,567 46873 43,806 43,803 53,848 45,027 66,177 68517  -19% 6% 43,805 68517 -36% 68517 Q307 68517  YTD'07
Total Lehman AUM 285,603 276803 273225 273225 | | 277,479 | 276751 282127 | 274,858 -1% 1% 213225 274,858 1% 282,127 Q407 274858  YTD'0?
AUM by Business;

High Nt Worth (PAM)* 59,980 57352 57,327 s7327| | 62714 58,447 60,192 57,677 9% 1% 57,327 57,677 1% 62714 Q208 57,677  YTD 07
AM Equities 54,049 52,545 53,079 §3079| [ 57471 53,783 57,415 55,269 $% % 53,079 55.269 4% 57951 Q207 55269 YTDOY
AM Fixed Inmome 126092 121897 118,295 N8,295 | [ 828 122211 17488 | 113116 6% 5% . 1829 113,116 % 122210 Qros 118298 YID 68
Private Invesiment Managemene® 5,460 5,343 5,250 5,250 5,860 7902 13,661 18,279 0% 1% 5250 18279 2% 0745 Q297 18279 YTD'07
Traditional Asset Management 246,181 237,87 . 233,951 233,951 | (237873 | 242343 248426 | 244302 2% 4% 233951 204,342 A% 263621 Q407 249521 YID'M?
Alematives 9,402 9,980 9,444 9,444 9,047 8,621 8,277 6,984 % 5% 9,444 6,984 3% 9444 Q308 9444 YTDB
Pivate Fquity 30,020 29,686 29,830 29830 | 1 30259 25,787 25,424 23533 % P2 29,630 23,533 7% 30259 Q208 29830 YTD'0Y
Alternative Asset Management N4z 39666 39274 39274 | | 39,306 34,408 33,701 30,517 0% 29% 39,274 30517 29% 39306 Q208 39214 YTD'08
Total Lebman AUM 285,603 276803 273225 273, 217019 | 276751 282127 | 274,858 1% 1% 213225 274,858 1% BT Q407 274858  YTD'0?

** Assets under Management of §273bn decreased $4bn versus Q2 08 and §2bn versus Q3 07
*»Outflow in Money Markets totaled $10bn in Q3, offset by new Saxony / Sealink fixed income mandate of $22bn
**Market Depreciation was approximately $15bn in Q3 “08 as a result of market environment

o Assets under Management excluding Liquidity products have increased 7.5% vs. Q2 08, or $21bn (excluding market change)

£84Z0 0¥6,003S  IHE

LEHMAN BROTHERS INVESTMENT MANAGEMENT DIVISION 6
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ASSETS UNDER MANAGEMENT 9/9/2008 9:28 TM

AUM BY BUSINESS CLASS - QTR OVER QTR

*HNW (PAM) ended the quarter with an AUM level of $57.3bn, a decrease of $5.4bn, or (9.0%) over the prior quarter due to market depreciation.
*Equities AUM of $53.1bn represent an (8.0%) decrease from prior quarter. The decrease of $4.4bn includes net inflows of $0.8bn and market
depreciation of $5.2bn.

*Fixed Income AUM increased by 6%, or $6.5bn, versus the prior quarter to $118.3bn. The increase was due to net inflows of §9.6bn and market
depreciation of $3.1bn. Net inflows include the Fixed Income Structured Products mandate Sealink (Saxony) for $20.4bn. Liquidity Funds continued
with net outflows for the quarter of $10.7bn. Net out flows in Americas funds were $3.2bn and Europe funds were §7.5bn.

*PIM AUM decreased $0.6bn over the last quarter due to net outflows of $0.4bn and market value declines of $0.2bn across both cash management and
discretionary accounts. Cash management saw continued deterioration of the auction rate market.

*Alternative Investments AUM were flat to prior quarter at $39.3bn.

*Private Equity AUM stays flat at $30.0bn versus 2008

AUM BY BUSINESS - LAST TWELVE MONTHS

*HINW AUM of $57.3bn represents a slight decrease of $350mm, or less than (1%), over the LTM. PAM-MM assets decreased $3.5bn or (10%), of the
decrease, $0.7bn was net outflows and $2.8bn was market depreciation. HNW equity estimated market performance as of 08/31 /08 is (5.8%), while
the S&P total for twelve months ended was (11.1%). Wealth Management assets increased $1.7bn, with net inflows of $2.0bn and market depreciation
of $0.3bn. New business of $3.2bn for the LTM includes the acquisition of Robeco Municipal Management for $786mm. Private Investment
Management (Neubridge) cross-sell synergies have yielded over $2.9 bn of new PAM AUM contributing to positive overall PAM net flows of $3.3 bn
for the year. As of 08/31/08, in the aggregate, the equity weighting of HNW portfolios decreased from the prior year of 81% to 74%.

*Equities AUM of $53.1bn, represents a (4.0%) decrease over the LTM. The decrease of $2.2bn is primarily due to market depreciation. Sub-Advised
outflows of $1.7bn are partially offset by the net inflows from SMA of $1.2bn. Equity funds decreased by $1.8bn or (7%), with net outflows of $0.8bn
and market depreciation of $1.0bn. Sub-Advised decrease in assets of $2.3bn, or (34.0%), includes the lost Met Real Estate portfolio for $1.2bn. SMA
Equity products increased $1.3bn, or up 12%, over the LTM, with net inflows of $1.2bn and market appreciation of $0.1bn.

*Fixed income AUM grew 5% or $5.2bn, versus the prior year to $118.3ba. The growth was primarily due to net inflows. Net inflows include new
mandate in Fixed Income Structured Products, Sealink (Saxony) for $20.4bn. For the LTM, the outflows of $15.0bn are mainly in all Liquidity products.
*PIM decreased $8.4bn on a YTD basis due mainly to decreases in cash management including $2.5bn PIM assets transferred from AUM to AUS in
Q1 ‘08 due to a change in account status from discretionary to transactional.

*Alternatives AUM rose $2.5bn, or up 35%, to 9.42bn versus the prior year. The rise was primarily due to net inflows in all products except the Satori
Tech Fund. The Commodity Fund had net inflows of $1.2bn and Structured Products $0.7bn.

*Private Equity AUM increased $6.3bn or 27% versus 3Q07, primarily resulting from new Fund closings. Real Estate Opportunity Fund III completed
several additional closings for a total of $2.9bn. Real Estate Mezzanine Fund II closed $0.7bn. Secondary Opportunity Fund II closed at $1.8bn. Loan
Opportunity Fund closed §0.7bn. LB Distressed Opportunities Fund closed $0.3bn. The inflows were partally offset by distributions and Funds AUM
decresse as result of commitment period ended (e.g. Euro Mezz Fund i, Real Estate Mezz Fund I and Secondaty Opportunity Fund I).

* As of July 2008, over 85% of Neuberger Berman mutual funds AUM carry a Momingstar 4/5-star rating.

LEHMAN BROTHERS INVESTMENT MANAGEMENT DIVISION 7
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CURRENT QUARTER AUM ROLLFORWARD

9/9/2008 9:28 PM
CURRENT QUARTER Roufokwmn BY BUSINESS
$ Mitlions I New j I Lost ] Net | Net l Market ! %A
Q208 A A Contributi Flows Appreciati Q308
Lehman Brothers
High Net Worth (PAM)* 6274 2752 . (.099) (1,346) 307 (5.694) 57,327 9%
AM Equides 57471 181 ) (320) 781 6173) 33079 %
AN Fixed Income 131,828 20,930 1222) (10,110) 9,598 [cRE)) 118295 %
Private lavestment Mapagement * 5860 549 132 (82) @65) @4%) 5,250 0%
Traditional Asset Manag 2371973 26,042 (3,164) (12,558) 10,321 14,243) 233,951 2%
Ahernatives 9047 287 @2 39 805 (408) 9,444 %
Private Equiry 30,259 654 .118) 2 (@43) 13 29,830 1%
Alvemative Assct Management 39,306 940 @189 6 62 @95 39,274 (7
Total 271179 | | 26983 ] | 4353)] | (11,946)| 10,683 | | (14,637)| 273,225 1%
CURRENT QUARTER ROLLFORWARD BY ASSET CLASS
§ Millions ‘ New —‘ l_l.ost I Net Net -MMU Per PAM % A
Q2 '08 Accountg Accounis Contdburion Flows Appeeciation Q3'08 Diaclosure Rebalance
Lechman Brothers
Fixed Income 75,290 20931 (1225) 130 19,83 GM7 91,780 93,108 1325 24%
Fquities 109,426 1906 (780) (549) 576 6372) 104631 97,672 (6.960) -11%
Altermatives 38614 878 (210 660 kY @96) 38,646 38,642 @) %
Money Markets 51848 516 09 (10,841 (10,364) i 43554 43,805 251 9%
1ligh Net Worth (PAM) 2752 (1,099) (1,346) 307 (5.694) 6387 5387
Total 2 | [ 26983 | @353 [ (i1,946)] 10683 [ qa,639)] 213,225 273,225 o) A%

*lacludes aliermdve assets

High Net Worth rebalance occurs because the HNW business does not have the information needed to calculate net flows and market appreciation by asset class.

LEHMAN BROTHERS

INVESTMENT MANAGEMENT DIVISION
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YTD AUM ROLLFORWARD 9/9/2008 9:28 PM

YEAR TO DATE ROLLFORWARD BY BUSINESS

S Millions [ New ] l Lost | I Net | Net Market I %A
Q4o Accounts A Contgibuti Flows Appreciati Q3'08
Lehman Brothers
High Net Worth (PAM)* 60,192 6,667 @.546) 2:435) 1,687 (4,552) s1.327 -5%
AM Equites SIS 4784 {4.056) a8y 69 0981 53079 1%
AM Fixed Income 117458 25340 (4,166) (18,511 2,664 (1.827) 118295 1%
Private fnvesunent Management * 13,661 970 6.697) (k75 (8,550) 139 5250 2%
Traditional Asset Manag 248,426 37,762 (17,467) (24,549) (4,254) (10,221) 233,951 6%
Altcratives 8217 1433 ®76) 79 1354 (87 9,444 14%
Private Equity 25424 6217 523 33 4,728 (2 29,830 1%
Alternative Asset Manag 33,701 7,650 2.398) 830 6,082 (509) 39,274 1%
Total 282,127 | | 45412 ] | (19.868)] | @3.19)} 1,828 { | (10,230)| 213,228 3%
YEAR TO DATE ROLLFORWARD BY ASSET CLASS
$ Mdlions L New I I Lost l Net | Net ‘ I Maxket Pec ! PAM l %D
Q4'w A 8 A G ion Flows Appreciadon Q308 Discl Rebal
Lehman Brothers
Fixed Income 75,393 25218 (,024) @.268) 18925 (2.880) 91,438 93,105 1,667 23%
Equites 107,078 5191 @347 1,128 (284) @109 102,685 97672 (5,013 9%
Altematves 33480 7,302 @a12) 643 5,534 375 38,638 38,642 a 15%
Money Markets . 66,77 1,034 (6,536) (18532 (24,034) 1185 43329 43805 4717 -34%
High Net Worth (PAM) 6.667 2,546 Q435 1.687 352 (2.865) 2865
Total 282127 | [ ssaz] | 19,865)] | @3.719)) 1,828 | [ (10,730) 273,225 273,225 | | )] 3%

*Includes ahemative assets

High Net Worth rebalance occurs because the HNW business does not have the information needed to calculate net flows and market appreciation by asset class.

LEHMAN BROTHERS ' INVESTMENT MANAGEMENT DIVISION 9
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FULL YEAR ROLLFORWARD BY BUSINESS

$ Millions | New —I I Lost | I— Net J Net lﬁ:ﬂaﬂm J %A
Q3'07 A A Contribution Flows reciation Q3 "08

Lehman Brothers

High Net Worth (PAM)* 51,677 8695 @.944) @482 3269 B619) 57321 1%
AM Equites 55269 6,132 @613) (1,640 (21 2.069) 53,079 -4%
AM Fixed Income (13,16 21712 @sn) (14,710 3431 @33 118,295 %

Private Invesament Management * 18279 2939 7.266) 9:405) (13,733) 703 5250 %
Traditional Assct Manag 244,342 45,478 (22,354) (28,237) (5,153) (5,238) . 233,951 A%
Alernatives 6984 2022 0,110y 1342 2254 W6 9,444 35%
Private Equity 23,533 8161 (1.822) 131 6470 (173) 2980 21%
Al ive Asset Manag, 30,517 10,183 @931y 1473 8,724 33 39,274 29%
Total 274,858 | | 55,661 | 25.325)] | 26,764)] 3,57 ) | (5,208)} 273,228 1%

FULL YEAR ROLLFORWARD BY ASSET CLASS

§ Miltions | ij l Last I I Net J Net | Mazket Per | PAM % A
Q3'07 Accounts Accounts Contribution Flows Appreciation Q3'08 Disclosure Rebalance

Lehman Brothers

Fixed Income 71,719 27,583 %,307) @023) 20,253 0522 90,450 93,105 . 2,656 0%
Equitics 1™M215 6677 (4.800) 921 (44) [eAT7)) 101975 97,672 (4,304) 6%
Alicrratives 30407 9698 @943) 1306 8,059 166 38632 38,642 " 2%
Mancy Markews 68517 3008 (10,330) R054) @7.966) 1,968 42519 43,805 1286 “36%
High Net Worth (PAM) 5695 @944) @482) 3269 B19) @s0) 350

Total 274,858 | [ s5.661] | @25325)] | (26,764)| el [ G 213,225 273,225 | | o) %

*Includes ahiermatve assers

High Net Worth rebalance occurs because the HNW business does not have the information needed to calculate net flows and market appreciation by asset class.
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LEHMAN BROTHERS INVESTMENT MANAGEMENT DIVISION 10



7N

8812+0 0¥6.003S 1HGT

"ONI SONIQTOH SYIHLOYE NVIWHIT A9 d31SINDAY LNIJWLYIHL TVILNIAIINOD

PRIVATE EQUITY FUND DISCLOSURE /972008 528 PM
AUM3QO8 AUM2QO08
Merchant Banking Merchant Banking -
Cap HIl - non dadicated. Other 8 Cap Il - non dadicated, Other a4
Marchant Banklng it 113 Merchant Banking I 119
Merchant Banking 11 1.054 Merchant Banking It 934
Merghant Banking IV - Global 2.450 Merchant Banking IV - Giobal 2,450
Merchant Banking 1V - Europe 957 Merchant Banking IV - Europe 1.010
Total Merchant Banking 4,580 Total Merchant Banking 4,517
Venture Capltal Vonture Capltal
Venture Capital: Fund of Funds 8 Venture Capltal; Fund of Funds 8
Venture Capiltal §l 14 Venture Cepltal 1] 28
Venture Ceapitat | 76 Venture Capltal HI 72
Venture Cepltal IV 251 Veonture Capltal IV 28a
Venture Capltal vV 36S Venture Capltal V 365
European VC Q Buropean VC 1
Healthcare 38 Healthcare - 38
Total Venture Capltal 751 Total Vontura Capital 7606
Renl Estate Ronl Eatato
Real Estate Opportunity Fund | 651 Real Estate Opportunity Fund ( 697 o -
Real Estate Opportunity Fund (I 2.059 Real Estate Opportunity Fund |l 2,067 '-’European Mezz Fund II meng m Global Fund
Real Estate Mezzanine Fund | 1,096 Real Estate Mezzanine Fund | 1.065 .
Real Estate Opporunity Fund (11 3.235 Real Estate Opportunity Fund U1 3,225 m Q3 and postponed fee and therefore excluded
Real Estate Mexzzanine Fund (1 668 Real Estate Mezzanine Fund II 565 f AUM
Totat Reai Estato 7,710 Total Real Estate 7.619 rom
Private Fund investments Private Fund investments
LBO Funds 88 LBO Funds 280 o
Secondary Opportunitias Fund | 492  Secondary Opportunities Fund | asz **European Mezz Fund I reached end of
Co-tnvestment Fund | 1.638 Co-lnvestment Fund | 1.638 : -
Crossrosds Fund of Funds 17 644  Crosuronds Fund of Funds 17 644 investment period. AUM now reported at market
Crossroada Fund of Funds 18 1.813 Crossroads Fund of Funds 18 1.513 H H
Crossroads (Legacy) 139 Crossroads (Legacy) 160 value OFaSSCtS instead of fund commitment
Emarging Managers 155 Emearging Managers 130 1 1 i
Real Agssets Fund 22 Real Assets Fund 73 (conSIStent Wﬂh fee b!llmg)
FRR 68B0 FRR 680
NJ Fund of Punds - Dallas 105 NJ Fund of Funds - Dallas 1as
©raoject Copa 587 Project Copa 571 .
cic a8 cic a
LB Distressed QOpponrtunities Fund 267 LB Distressed Opportunities Fund 265
Secondary Opportunities Fund { | 1,776 Secondary Opportunities Fund 11 1,588
LB Indlana PERF 41 L8 indlana PERF 41
Ford Fund 175
Total PFIG 8.400 Total PFIG 7.999
Credit Related Creodit Relatod
European Mezzanine Fund | 348 European Meranima Fund | 1.1656
CDO Oppoartunity Fund § 420 CDO Opportunity Fund 1 447
COO QOpportunity Fund il 470 CDO Opportunity Fund Il 470
CPDO Mezzanina Fund | 122 CDO Mezzanine Fund 1 123
Loan Opperunity Fund 671 Loan Opportunity Fund 671
Distrossad Structured Cradil 6 Distressed Structured Credit =)
European Mezxzanine Fund Il - European Mezzanina Fund | 1868
Total Credit Retated 2.036 Total Credit Related 3.068
Infrastructure infrastructure
MLP Opportunity Fund | 528 MLP Opportunity Fund | 8Q7
Total tinfrustructure S26 Total infrastruciure 607
LEAIM LA
LeAalm 4,912 LBAIM 4,699
Total LBAIM 4,912 Total LBAIM 4.699
MAP MAar
Arnisan 378 Artisan 456
Balllle Glifford 310 Balllle Gifford 334
Jullus Beer 183 Jullus Baer 473
Burgundy 35 Burgundy 21
Global Equity 9
Toral MAP 913 Total MAP o84
Total AUM - PE Business 29,830 Totot AUM - PE Business 30,259

LEHMAN BROTHERS
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ASSETS UNDER MANAGEMENT QUARTERLY TREND

9/9/2008 9:28 PM
Assets Under Management by Business
(5 inn miflions) Quarter Trend A%
Q308 s
% of %ol % of Yiof Yiol % of

Q3'08 Tora! Q2'08 Toral Q1 '08 Total Q407 Toral Q307 Toral Q4 '06 Toral Q2 ‘08 23 ‘07
High Net Worth (PAM) 57327 21% 62,114 | 23% 58,447 | 21% 60,192 | 21% 57,677 21% 49919 | 22% %% 1%
AM Equities 53,079 { 19% 574N | 21% 53,783 | 19% 5715 | 20% 55,269 | 20% 52,663 | 23% 3% 4%
AM Fixcd Inome 118295 | 43% 111,828} 40% 122211 | 44% 117458 | 42% 13,1161 41% 86,084 | J8% 6% 5%
Privatc Investment Management 5250 | 2% 5860 2% 1902 | 3% 13661 | 5% 18279y 7% 16,132 7% -10% 71%
Traditional Asset Management 233,951 | 86% 237,873 | 86% 242343 | 88% 248,426 | 86% 244342 | 89% 204,798 | 1% 2% 4%
Alrematives 9444 | 3% 9,047 3% 8621 | 3% 8217 | 3% 6,984 3% 3639 | 2% 4% 35%
Pavate Equity 29,830 | 1% 30,259 ) 1% 25787 | 9% 25424 | 9% 23533 9% 16457 7% 1% 27%
Alternative Asset Management 39274 | 14% 39,306 § 4% 34408 | 12% 33701 | L% 0517 1% 20,096 | 9% 0% 29%
Total Lehman 273,225 277,179 276,751 282,127 274,858 224,894 1% -1%
TOTAL % CHANGE: -1% 0% 2% 3% 22%
Assets Under Management by Asset Class
(S in miliions) Quarter Trend A%

0308w
% of % of Y% of % of Yiof % of

Q3'08 | Toraf Q2'08 | Toral Q1'08 | Yoral Q4'07 | Toral Q307 | Towl Q406 | Toral 02'08 0307
Fixed Inome 93,105 | 4% 75290} 27% 76,356 | 28% 75,393 | 27% NN\ 2% 60,956 | 27% 24% 0%
Equities 97,672 36% 109,426 | 39% 101,404 | 37% 107,078 | 38% 104,215 | 38% 94,574 | 42% 1% %
Altematve 38,6421 14% 38,614 | 14% 33964 | L% 33480 | 2% 30,407 | 1% 20,822 | 9% 0% 27%
Moncy Market/Cash 43,805 | 6% 53,848 19% 65027 23% 66,177 | 23% 68517 | 25% 48,542 | 2% -19% -36%
Total Lehman 273,225 217,179 276,751 282,127 274,858 224,894 -1% -1%
TOTAL % CHANGE: 1% 0% 2% 3% 22%

LEHMAN BROTHERS INVESTMENT MANAGEMENT DIVISION 12
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LARGE FLOWS FOR Q3 2008 (ASSET VALUES)

9/9/2008 9:28 PM

Flows In/(Out)
Flow Type Line of Business Product Client (in willions) BPS
Contributions / New Accounts
AM Fixed Income Structured Products SeaLink Funding 20,449 3
AM Fixed Income Core Florida State Board of Administration 1,788 8
AM Fixed Income LB USD Liquidity Fund Band & CO. C/O US Bank 1,689 16
AM Fixed Income Short Duration Municipal SEI Institutional Tax Free 1,577 435
AM Fixed Income Shott Duration Municipal SEI Tax Free Money Market Fund 413 45
AM Fixed Income LB USD Liquidity Fund The Bank of New York Mellon 397 16
AM Fixed Income LB EUR Liquidity Fund Groupe Eurotunnel SA 311 i1
AM Fixed Income LB USD Liquidity Fund Bank of New York 273 6
AM Fixed Income Quant Segregated Acc. Blue Sky Group BV 262 14
AM Fixed Income Core Texas Teachers 233 20
AM Equities Sub-Advised Funds NB NVIT Socially Responsible 4]1 N/A
Withdrawals / Clesed Business
AM Fixed Income Fixed Income Band & CO US Bank (2,678) 6
AM Fixed Income Fixed Income Bluetrend Master Fund (2,094) 6
AM Fixed Income Fixed Income Management Bluecrest Capital International Limited {680) 6
AM Fixed Income Fixed Income Management Bank of New York - Europe Stif Sweep (530) 16
AM Fixed Income LB EUR Liquidity Fund State Street Bank GMBH on Behalf of EADS (424) 6
AM Fixed Income LB USD Liquidity Fund AQR Capital Management (409) 8
AM Fixed Income Enhanced Index Delaware - Index (397) 6
AM Fixed Income Fixed Income SEI Institutional Tax Free (322) 10
AM Fixed Income LB EUR Liquidity Fund Groupe Eurotunnel SA (319) 11
AM Fixed Income Mortgage Florida State Board of Admin Enhanced Index (253) 3
AM Equities Miscellaneous American Skandian N & B Value @77 N/A
LEHMAN BROTHERS INVESTMENT MANAGEMENT DIVISION 13
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LARGE FLOWS FOR YTD 2008 (ASSET VALUES) 9/9/2008 9:28 PM
Est. Effective
Flow Type Business Segment Strategy Account Name Arnount Fec Rate
New Business Institutional Asset Management - Americas Passive Index FLAGSTONE 318 0.07%
New Business Institutional Asset Management - Americas Short Duration INTEGRATED PAYMENT SYSTEMS ' 233 0.05%
New Business Institutional Asset Management - Americas Passive Index MICROSOFT GLOBAL FINANCE 250 0.03%
Contribution Institutional Asset Management - Europe Offshore Liquidity AQR GLOBAL ASSET ALLOCATION MASTER A 243 0.04%
Contribution Institutional Asset Management - Europe Offshore Liquidity BLUECREST 362 0.06%
Contribution Institutional Asset Management - Europe LB EUR/USD Liquidity Fund LEHMAN BROTHERS INTERNATIONAL (EUROPE) TREASURY FU. 458 0.06%
Contribution Institutional Asset Management - Europe Offshore Liquidity MBAM JANKAKOT LEVERAGED FUND LTD 160 0.08%
Coutribution Institutional Asset Management - Europe LB USD Liquidity Fund STRATEGIC COMMODITIES MASTER FUND LTD 244 0.08%
Contribution Private Asset Management Mid-to Large Cap Value UNION BANCAIRE PRIVEE 2,029 0.60%
Contribution Private Asset Management Mid-to Large Cap Value KUWAIT INVESTMENT AUTHORITY 389 1.20%
Closed Business ~ Funds & Related REIT - Specialty MET SERIES - REAL ESTATE (1.212) N/A
Closed Business Institutional Asset Management - Americas Fixed Income HOUCHENS INVESTMENTS INC. (504) 0.12%
Withdrawal Institutional Asset Management - Americas Fixed Income SEI INSTITUTIONAL TAX FREE (323) 0.45%
Withdrawal Institutional Assel Management - Americas Enhanced Index CASEY FAMILY PROGRAM'S PORTFOLIO (163) 0.14%
Withdrawal Institutional Assel Management - Americas Enhanced Index INDIANA PERF (650) 0.05%
Withdrawal Institutional Asset Managemenl - Americas Enhanced Index KENTUCKY RETIREMENT SYSTEM (375) 0.02%
Withdrawal Institutional Asset Management - Europe LB USD Liquidity Fund BLUECREST CAPITAL MANAGEMENT (958) 0.06%
Withdrawal Institutional Asset Management - Europe Offshore USD Liquidity BLUETREND MASTER FUND LTD (780) 0.06%
Withdrawal Institutional Asset Management - Europe Offshore Liquidity CACEIS/TOPAZE UK REAL ESTATE FUND (129) 0.00%
Withdrawal Institutional Asset Management - Europe Offshore Liquidity LA SALLE BANK NA. AS CUSTODIAN FOR (744) 0.16%
Withdrawal Institutional Asset Management - Europe Offshore USD Liquidity LEHMAN BROTHERS - ADP CLIENT 12 OMNIBUS SWEEP (104) 0.16%
Withdrawal Institutional Asset Management - Europe LB EUR Ligquidity Fund LEHMAN BROTHERS HOLDINGS INC UK BRANCH 419) 0.04%
Withdrawal Institutional Asset Management - Europe Offshore Liquidity LEHMAN BROTHERS HOLDINGS PLC (385) 0.00%
Withdrawal Institutional Asset Management - Europe LB EUR Liquidity Fund STATE STREET BANK GMBH ON BEHALF OF EADS (437) 0.08%
Withdrawal Institutional Asset Management - Europe Offshore USD Liquidity STICHTING PENSIOENFONDS VOOR DE GEZONDHEID (801) 0.04%
Withdrawal [nstitutional Asset Management - Asia Offshore Liquidity CATHAY LIFE INSURANCE CO. LTD (276) 0.06%
Withdrawal Institutional Asset Management - Asia Offshore Liquidity GOVERNMENT OF SINGAPORE INVESTMENT CORPORATION PTI (441) 0.06%
Withdrawal Funds & Related Mid-to Large Cap Value MET SERIES NB PARTNERS #FN86 (470) N/A
LEHMAN BROTHERS INVESTMENT MANAGEMENT DIVISION 14
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CLIENT ASSETS 2/9/2008 5:28 P
“November | December | January | February |  March |  April | May June Tty | Avgust
(8 in millions) 2007 2007 2008 2008 | 2008 2008 2008 2008 2008 2008

Assets Under Supervision . i : !
PIM HNW 60,106 , 55,300 | 62,420 52,210 45,535 45,243 43,973 39,360 37,623 37,623 '
Mutual Funds 11,123 § 11,667 ; 12,824 14,113 11,756 10,864 . 11,624 10,256 9,110 8,354
Internal Funds - Neuberger Lig Series 5,647 : 5,944 6,178 6,355 4,728 4,055 t 4,595 3,933 3,540 2,678 .

External Munsal Funds 5,476 ; 5,723 6,645 7,758 7,028 6,809 ; 7,029 6,323 5,570 6,176

Fed Sweep 3,006 . 3,027 3,680 4,430 4,435 3,847 ; 3,942 3,741 3,763 3,493
LB Bank Sweep 1,099 1,204 ; 1,295 1,342 942 953 ; 1,002 864 637 633
Investment MgmvEMM 826 889 889 889 812 812! 960 960 900 ! 886 i
MAP External 7,442 1 6,906 6,848 6,362 6,676 6,745 5,995 5,379 ¢ 5,255
Hedge Advisor 590 { 571 559 555 523 . 553 562 562 492

Fee Based Trading 90 90 90 90 90, o0 90 90 90
Eaton Vance Exchange Funds 45 45 45 45 45 ¢ 45 as 106 | 106 -
PIM Grange 364 343 354 337 4 343 ) 0 0 0:
Dartmouth 164 214 133 133 15, 103 103 103 : 64!
74,848 83,006 74658 66,272 65456 1 64,442 58,042 54733 1 54819
42,007 .

LEHMAN BROTHERS INVESTMENT MANAG EMUENT DIVISION 15
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EFFECTIVE FEE RATES /972008 528 PM
(¥ in miilpns) Quarter Trend &% Fisca! Year A%
. 0308 n, ATD 08 1y
Q3'0) Q208 QI8 Q03 Qd'07_ _OIM 037 YTD'S YTD'0 YT 07
Managemeat Frea
Lligh Net Worth (PAM) 159 163 173 162 162 % 2% 494 a5 I
Equity % ) % % L] % T m 20 <%
Fixed Ineome 4 a Y 39 £y % 1% 2 8 % Y
Other Asset Mansgement 3 8 15 1 9 ™ 5% B » e :
Teaditianal Asect Manggement 2 ROt a9 304 299 1% % 925 853 8% TOIal AsSelS UndeI Management 1
AUM vs. Effective Fee Rates |
AM Altematives 15 17 111 16 12 3% 2% 47 28 6% !
Privare Eeuity 19 as 7 63 %) % T 235 150 "% 0.70% 300
Alternative Assct Management EY 10t 87 b 81 7% 5% 21 187 0%
0.68% T
Tow! Management Fees 39 405 406 82 3Bt 2% % 1207 1,040 6% 0.66% r 250
! (2
& £
“‘; 0.64% T I 200
Assets Undet Marageemen o g
Uigh Net Wonh (PAM) ST 62718 SBAAT 60,092 5167 % % 51321 SI6T 1% i 0.62% ¥ @
AM Equitics 5300 S34m 5318 ST,uS 55,40 . o 5019 5529 4% ¢ 0 60% 150 g
AM Fised Inmome 18205 111828 12211 W458 3,116 &% [ U825 13,16 % e * S
Other 5250 5860 7902 et _ 18270 fok % 5250 g9 1% & 0.58% L 100 3
Troditional Asscr Monagement 3951 BIEI ULM3 28426 M2 2% % BlesL awmpaz 4% @
0.56%
Alremarives 9444 92,047 8621 8217 €984 3 15% 9,444 6,084 5% | 50
Privats Equity 2830 _ 30250 _2s787 _ 25424 _ 21833 % 7% 29830 _ 23533 % 0.54% -
Alrernative Asset Management 33714 39,306 34,408 33,701 30,517 0% 9% 324 w0517 2%
. 0.52% A Lo
Totul Asset Mansgemen:t ;S _ TS _ZETSL 28070 214858 % 4% 2 24858 1% Q207
[ E===1 Total Assets Unda Managament —a&— Effeaive Fee Rates l
Effective Fee Rutes 4 Inbasis poins 4 inbasis points -
High Net Worh (PAM) L% LB LIG% LI0% L2 20 4197 L2 L03% 2lph
AM Equities 0.66% 0.61% 0.68% 0.64% 6P -lips Jipy 06T% 0.69% S Comments:
AM Fxed Inome 0.15% 0.15% 0.12% 0.14% 0.12% H ""l Iy 0.14% 0.10% 4 lp'l
Orhax A0Pe 00OV __000% _ 0O _ Q0 nipr Oy __Qa% __ 020% Ny Lehman’s Q3 °08 effecdve fee rate of 0.57%
Teaditional Asact Monsgement 051% 051 052% 0.45% 050% 18ps 16p's a51% CA6% Sbp's dec[eased versus QZ ‘08 due toaa Change in
H]
Altemadives G6%  OI5%  OMv 0B UM% 42yt dtin 070%  0SO0% 2ip7 assets mix of PAM towards fixed income, a
Private Bquity 105% 1% LMW L0312 it 200 L% __ 08T i decrease in Alternative rates Jed by a 10bps
Alternative Ausct Management 095%  LIO%  MZ4 US8% LM% -Meps  9tph L% 0% 25bp% X ! . )
increase in the sub-advisory fee paid to Gresham
Toral Effective Fee Ratcs 05TV __0S9% _ OS8% __ OSS% _ OST%  Jbp's  Ibp's 053 0S0% 2ot for SCF, a changc in asset mix for LV Funds,

combined with legacy PE funds becoming fully
invested and changing basis to AUM rather than
commitment which is usually at a lower rate.

MAP fees have moved from Asset Management management fees to Private Equity Other Fees. History has been revised.

LEHMAN BROTHERS

INVESTMENT MANAGEMENT DIVISION
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PRIVATE INVESTMENT MANAGEMENT REVENUES O/0/2008 9:28 BM
(¥ in nuillions) Month Trend Quarter Trend A% 9 Months Ending August A% Records
0)08 a. YTD 08 15
Jun'08  Jul'0s  Aug'0s Q308 | |Qzros| o8 qaor | Qior| Q2o g3 _YTD'0S  _YID'0?  YYDOZ _ QuRscord _ Qi YIDRecord _ Yeu

AD 59 r 0 120 183 167 s Bl % % a1 @ % 183 Q208 9 YTDO8
Equity 4% 60 3 145 169 184 184 183]  -H% 21% 498 500 A% 184 Q108 50 YTDW?

Total PIM 107 100 6 274 352 351 29 W 2w % 976 521 % /2 Q208 96  YTD'08
Regional Revenue
Amarics ] 7 47 197 283 %2 246 | g om e 765 % 83 Q218 75 YTD'0?
Europe 2 % 2 8 6 © @ sal o um 20 135 1% B QIUB ™ YTD'08
Asia Padfic ) [¢)] [ [0 2 q 5 2 6% -152% 5 21 T 23 Q36 21 YTD'07

Total PIM 107 100 o7 214 352 351 299 sa| 2% 976 921 6% 32 Qu'os 9%  YTD'%s
Investmaent Rep Hadosunt (avg) 556 557 555 556 553 549 538 $34 556 534
Investment Rep Hesdousi (peiod end) 564 558 544 54 563 549 549 549 844 549
Annoalized Avg, IR Pdudion 23 21 15 20 25 27 22 15 20 P11

3 08 vs. Q2’08 3’08 vs. Q307

“*Private Investrnent Management revenues of $274mm declined 22%, ot »Private Investment Management revenues of $274mm decreased by 18%, or

$78mm versus Q2 08, due to a combinaton of lower industry wide activity, $60mm, versus Q3 '07 due to a combinadon of lower industry wide activity, client

client sensitvity to transacting with Lehman as a result of press coverage, (IR’s sensitvity to transacting with Lehman as a result of press coverage, and IR’s focus

focus on addressing client concerns) coming off a record Q2 for FID product. on addressing client concerns. Decreases seen across most products.

< Fixed Income PIM revenues of $129mm decreased $54mm or 29% from <+ Fixed Income PIM revenues of $129mm decreased $22mm or 14%, versus

the prior quarter. Declines were seen in most asset classes including: , o . . , .
Securitized Products, High Grade, Global Rates, and Municipals down $18mm, Sj’ d?;tpnmardy driven by declines in High Grade and CDQ’s of $8mm in each

$15mm, $11mm and $8mm respectively. Of the $18mm decline in Securitized
products, $9mm of the variance was due to an ABS derivadve unwind (Morgan

*sEquities PIM 9 X
Stanley Capital Services) transaction in the second quarter. quities PIM revenues of $145mm decreased $38mm or 21% versus Q307

primarily driven by declines in Execution Services, Equities Syndicate and

«+» Equities PIM revenues of $145mm decreased §24mm, or 14%, versus Q2 Volatility of $16mm, $8mm and $5mm respectively
'08 primarily due to declines in Execution Services of $12mm and declines in
Volatility of 9mm. “PIM’s annualized capital markets productivity has decreased to $2.0mm

% PIM’s Capital Markets annualized productivity decreased to $2.0mm from from the Q3 ‘07 level of $25mm due to declines in revenue.

the Q2 '08 level of $2.5mm, driven by lower revenues in Q3 08 vs. Q2 ‘08

LEHMAN BROTHERS INVESTMENT MANAGEMENT DIVISION 17
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PRIVATE INVESTMENT MANAGEMENT REVENUE TREND

9/9/2008 9:28 PM
(5 in smitlians) Month Trend Quarter Trend a % 9 Months Ending Aupust A% Records
02308 1. YTD'08 15
Jun '08 Ju1 ‘08 Aug ‘08 Q3 '08 Q2 '08 Q1'08 Q4'07 Q3'07 0208 0397 YTD 08 YTD '07 YrD'o7 Qtr Record Qte  YTD Recotd  Year

Fixed Income PIM
Global Rates 11 8 5 A 34 53 2 27 -31% -13% m 80 5% 53 Q108 m YiD 08
High Gradc 13 8 10 3 47 L.l 21 39 -33% 21% 12 18 % 47 Q208 12 YIDV
€DO 12 [ 4] 13 4 15 7 2) 2Hd% 40% 3t 64 S51% 28 Qo7 64 YD 07
Structured Finana 0 0 0 [ ] 0 ] 0 afla afa - - ala 3 Q06 ! YTD%
Real Cstate 0 0 0 1 4 2 3 4 1% 8% 7 7 0% 4 Q208 7 YTRhO
Scardiized Produas 12 13 8 ko] 52 30 26 28 J5% 20% 116 62 68% 52 Qzus 116 YID'08
Fiem Finandng | 1 1 3 5 6 4 94 -26% -12% 14 12 13% 6 Q306 14 YID13
High Yidd 2 1 1 S 8 5 6 8 I5% 3% 17 21 A% 8 Q07 2! YT1D 07
Munidpals 4 4 2 10 19 8 [ 8 5% 35% 37 2 69% 19 Q298 37 YID'08
Futures 0 ¢} 0 1 2 1 2 2 £3% $54% 4 4 1% 2 Q208 4 YID'08
Totcign Exdange 1 2 2 5 H 6 H 7 4% I5% 15 16 7% 7 Q306 16 YTDVO?
Liquid Markets Proprictary ) 0 0 0 0 0 0 o| we afa . nla 0 Q% . YID'U%
1D Corp ] 2 o 3 5 [SH] 6 3 -28% 2% 4 8 3% 6 [o2R 74 8 YTrD'o?

Tota) FID 59 40 30 129 183 167 115 151 29% 4% a9 421 14% 183 Q208 479 YTD'08
% FID 55% 0% 3% 7% 2% 48% 3% 4% 7% 6%
Equity PIM
Excation Senviess - Amerias 23 35 20 78 2] 85 N 9 T 7% P21 263 £% 94 Q7 263 YTD'O7
Exeaution Serviees - Curope 5 L] 4 13 16 L) 23 21 ~I5% 9% 43 54 22% 23 Q47 54 YD e
Execaution Services - Asia 1 2) 4] Q)] 2 4 B 2 -141% 137% 5 5 % K] Q407 5 Yrovs
Convertibles 2 2 0 q 6 3 0 3 -33% 40% L} 9 58% [ Q208 14 YTD Y8
Valatility 12 15 8 36 45 63 47 a1 X% -13% 144 14 26% 63 Ql g 144 YID 08
CM Futures aq 0 0 0 0 0 4] 0 3% 21% H 1 48% 0 Q406 1 YID'08
Relative Value 1 i 1 3 4 4 4 [ 27% 57% 10 7 1% 6 Qo 17 YIDWO7
Liquity Finance 3 4 4 13 13 17 15 16 1% 2% 43 40 % 17 Qs 4 YTDVUB
Equity Comoarate u © m 0] m o) ) @ = 0% © @  -192% 0 Q46 - YIDWM

Total Equity 48 60 37 145 169 184 134 183 -14% ~21% 498 500 -1% 14 QL'e8 Soo0 YTD'0!
% EQ +5% 80% 55% 53% 48% 52% 61% 55% 5% 59%
Reglonat Views
Americis ™ 76 47 197 283 262 246 27 -30% 2%% 1 765 3% 283 Q208 765 YTDO?
Europe hH 26 2l 78 67 # 48 54 17% % 230 135 2% 84 Q108 230 Y1DW8
Asia (and other) 1 (2) 0 {1) 2 4 H 2 161% 15%% ) 21 27% 23 Q306 2l YTD 07

Private Investment Management 107 100 67 Pyl ] 352 351 299 k2 2% -18% 976 921 &% 352 Q'8 976 YTD'0¢
Yo Furope 0% 2% 3% 29% 1%% 24% 16% 16% X% 5%

LEHMAN BROTHERS INVESTMENT MANAGEMENT DIVISION 18
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PRIVATE INVESTMENT MANAGEMENT SALES FORCE VIEW 9/9/2008 9:28 PM
(8 in wittlions) Quarter Trend A%
0308 w.
Q3'08 Q2'08 Q1'08 Q4'07 Q3'07 02'08 0307
High Net Worth
Equities 58 61 67 79 69 % -17%
Fixed Inmome 33 48 41 34 46 32% 2%
Total High Net Worth 90 109 108 13 115 -17% -22%
FIDICG
Equities Q) 1 19 3 7 -158% -111%
Fixed Inmme 92 135 125 80 103 31% -10%
Total FID ICG 92 136 145 83 110 -33% -16%
Equities ICG
Equides 91 106 98 101 108 -14% -15%
Fixed Inoome 1 1 1 1 1 29% 1%
Total Equities ICG 92 107 99 103 109 -14% -15%
Total All 274 352 351 299 334 22% -18%
Asset Management/ Other 62 81 76 88 69 -24% 11%
Add Badk Equity Syndicate Hairaat 6 6 5 9 8 4% 24%
Total PIM 342 440 432 396 411 -22% -17%
IAnnua.lized Avg. IR Produdion 2.0 2.5 2.7 2.2 2.5 ]
LEHMAN BROTHERS INVESTMENT MANAGEMENT DIVISION 19
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IMD TRADITIONAL & ALTERNATWE AM PRODUCT PERFORMANCE 9/9/2008 9:28 PM
Money Managers

Fund Performance Benchmark Performance Verse Benchmark

3 Month July YTD 3 Month July YTD 3 Month July YTD

Straus/Schwartz (9.2) (11.0) (8.0) (12.7) 34 1.6
Kaminsky (4.1) (5.3) 8.0) (12.7) 8.6 7.4

Bolton 64 - (9.6) (8.0) (12.7) 6.3 3.0

MLG (0.5) 1.5 (8.0) (12.7) 12.1 14.2

Appel - Large Cap (4.8) (10.0) (8.0) (12.7) 7.9 2.6

Mutual Funds
| Fund Porformance |
3 Month July YTD 3 Month July YTD 3 Month July YTD

Genesis 2.3) (0.4) 0.1 (6.0) 2.5) 5.6
Partners .7 (12.1) (10.0) (13.9) 0.4 1.8
Socially Resp (5.8) (9.6) (8.0) (12.7) 2.2 3.1
Guardian (4.8) (9.3) (8.0) (12.7) 33 3.4

Int Investor (10.7) (13.7) (10.1) (13.4) 0.7) 0.2)

Alternative Products

Fund Performance Benchmark Performance Verse Benchmark

July July YTD July July YID July July YTD
Strategic Commodities Fund LLC -9.8% 14.1% -4.2% 10.0% -5.6% 4.1%
LibertyView Convertible Arbitrage Fund, LLC Onshore -3.6% -9.0% 2.1% -7.6% -1.5% -1.5%
LibertyView Credit Opportunities Fund, LLC Onshore T 23% -9.9% -0.4% -4.5% -1.9% -5.4%
LibertyView Credit Opportunities Fund II, LLC Onshore -23% 9.9% -0.4% 4.5% -1.9% -5.4%
LibertyView Credit Opportunities Fund II, LLC Offshore -2.3% 9.9% -0.4% -4.5% -1.9% -5.4%
LibertyView Alternative Blend Fund, LLC Onshore -3.4% -11.5% -2.5% 4.5% -0.9% -7.1%
LibertyView Fund, LLC Onshore -0.5% -4.5% -2.5% -4.5% 2.0% 0.0%
LibertyView Plus Fund-Euro Ltd. Offshore -0.5% -4.6% -2.5% 4.5% 2.0% -0.1%
LibertyView Special Opportunities Fund, LLC Onshore 4.7% -17.1% -2.5% “4.5% -2.2% -12.6%

16.Z¥0 006.L003S IHET
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Regional Revenue Summary 9/11/2008 3:19 PM
Q3 '08 Trond Quartor Trond A% —_—V A% Racords
o Q308 vorsue 9 Months Ended YTD 2008 va.
Jun08  Julv8__ Aug'0d 5K Q2 08} q1-08 Q4 07 e _e2v8  Qywr 2008 2007 YTO 2007 Quartor hax']
Investment Banking 103 170 104 k1 533 511 624 634 ao% 46% 1427 2002 2% Qz'0r F 2007
Caplla) Markats hrs:] (856) {2,168) {2.944} (1.527) 58 434 726 9% oa @414 4,091 nfa Q107 FY 2006
Invasimont Managomant 206 197 85 489 698 774 678 618 -30% 21% 1,861 1.861 5% Q103 FY2008
us 438 (569) (1.978) (2.078) (290)) 1,342 1,650 2.038 B17% va (1,026] 7,954 va Q197 FY 2005
imasimant Banking 106 80 2 189 212 264 26 310 1% 35% 884 854 22% Q307 FY 2007
Capital Markets (%2) (81) {1.154) [B24) 330 1,29 1.038 40% va {1.639) 2,549 wva Q297 FY 2007
tmesiment Management ] 38 120 13 159 18 149 6% -10% 391 20 2% Q1906 £Y 2008
Europo & tho Middie Eag 58 13 (u‘si} [459) 760 1,603 1,496 69% a (583) 4,680 va Q297 FY 2007
Imesimant Banking 15 9 27 70 82 53 50 5% 45% 159 53 4% Q203 FY 2005
Caplis! Markets 150 (130) (s9) (24) 1274 895 667 124% ~a 1,197 190 % Q108 FY 2007
Ivosimant Managemant a 1 11 11 12 13 12 2% 4% 3 20 70% Q104 FY 2004
Asia-Pecific 168 (119) (5 7 1,348 1,069 728 wa a 1,350 2,088 0% Q108 FY 2007
Invastment Banking 5 10 2 17 38 3 1 17 54% 2% B5 62 8%
Capital Markets 1 2 0 3 [ 1 13 4 1060% 9% H 10 45%
Imesimen! Management 1 9 5 14 26 24 23 25 4% 42% 65 64 1%
Othor Americas 7 21 7 35 64 56 46 45 -45% 23% 155 138 4%
trvestment Banking 228 250 133 611 858 857 a31 1,0m 8% 43% 2336 aomn 24% Q207 FY 2007
Capital Markels 28 (1.165) Q) (4.148) (2.378) 1672 2127 2435 75% wa {4,851 9,530 wa Q297 FY 2007
Imesiment Management 254 24 138 634 L11] 958 832 202 5% 21% 2,451 2.265 8% Q108 FY2008
[Tolal Lohman 721 {679) (2,984}, 503 1658)) 3,507 4330 4,300 335% na (6514857 s ] Qor Fr 2007
Imvastment Banking 120 69 2 a7 262 ] 289 360 2% 40% azq 1,007 18% Q207 FY 2007
Capital Markets 58 @11) {1.054) (1,207) (847) 1612 pRed] 1.705 % o (442) 5430 Q407 FY 2007
Imesiment Management 48 39 a“ 131 124 170 131 150 % -18% 425 40 25% Q108 FY 2008
NonAmaricas 226 (03} (984)) (650) (ad1) 2,108 2,664 2225 5% Wa 808 6771 8% Q407 FY 2007
% of Fim Revenves N4%  153% 33.3% 20.6% 66.1% 80.1% 80.I% 51.6% 355%  220% -1250.0% 456% +1295.6%
tnvostment Banking 128 (] 20 234 319 356 10 n 2% -33% 909 1.069 as%
Capltas Markats 59 (209) (1,054} [1,204)] (847) 1,614 2,246 1,708 4% na (438) 5439 e
Invoatmani Management 49 48 4 145 150 185 154 185 3% 2% 4% 404 1%
NonUS 3 (a2) @r8) (825) 1378) 2,84 270 2,210 116% wa 861 6913 6%
% of Fim Revenves 23% 122% 33.0% 20.4% 56.6% 61.7% 61.7% 52.7%) 282%  -243% 1490.3% 4655% -1535,8%
Europo & the Middla East Ravenus Teend Asla-Pacific Revernm Trand NonAmaricas %Trand
— 1,600
140
1200
1,000
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Americas* Seaments — Quarterly Review 9/11/2008 3:19 PM
g

Q3 °08 Teend Quurter Trend A% YI0 - %3
Q3v3 wenus 9 Months Eoded YTD 084y,
Juo 'O Jul0F _ Aug'0d 3 ‘08| 298] Q1 '08 Q4'03{ QI 07 Q198 Q387 008 1007 YTD ‘07
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6 o ) n 1] an arf o L e o %
2] & my 1] [(3) I U] ne| v s 3 € 1§ 51
Serrmat Prodas M gsy agEy A wsy  am o) n o ~» sty e "
BalEre un 1349} [{R 13 [(rig) {L419] L 2 14y 0 ofs ob (L] o o
Muk ad Bents (L4 ® o m m aan 37 [ o ™R ] i o
Brerpy Tradeg * [} (13 " m L ] 0 % A% ] % 136%
F Corparne a4 00}, 1 ELI) [] [41]) 29 1y -0 BA 139 1302) s l
Flred faceme Sobistsl ] e ey @) ax gm0y i ] wnn s Y
¥DProy Sva (2] n 8 109 ) pLc] 184 1] 1% 1% 7l 13 %

[P0 1netntag P Scrvices 3 (o as @ o ay a t46) oy » win 1w o
Gl Porpad Svaeey " {2 o o (7Y 2] sy 7y oy I 4y (21 o
Gl Tradsg S g < Dewwmad (48 =3) ] an, [ as ” » " o o] “ o
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ALt Matage e Preayad - FID 3 (U] ) Oy [31k3 [0 . . "% o o) . ofs
FIDOt =) Ll as . ay £t ) a» % De% L0 s mu
FID Assrtcable (1] a9 fx) ™ ary  am ) [l 0% ™ o am 0%
Tl baed larone o Markets 193 [i} aa%e)’ y rn.l'llu a¥) k. 2% ¥ i wem o »»
Toul o Morkets Segomat L] 1 [l “—QD{ Ll o3 P oh » waoh 418l »
INVESTMENT MANAGEMINT
Friveie Joves bow M anajeam st n ™" @ w m RN pLL] m -lo% 1Y H m 4%

Auct Mangreen 1% 106 k] s ¥ % @l 3 K% K 1,047 o3 ™
Prewe Equy » n b1 n u ” 1) 6 BLY % 1 I ™
Tt Assat Monsgomuea i 129 " 06 o % 433 16 1% 8% s 1 Ll 1%
PTM Atttaabls . N . - - - . - o al - . v
Toal MO Siprris. iz 3 L] £ k223 m kil () 3% % K¢ (8] %
TOTAL LEHMAN 495 It 1978 ps 139 1734 X 1’] ] W %) _how ]

* Includes US and Other Americas

LEHMAN BROTHERS Regional Overview — Q3 2008
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Americas BPM to Segment Rec

9/11/2008 3:19 PM

| Capltel Markets
Fixed Incoma Equilies Capilal Markets
BPM (2.689) 660 (3.028)
Underwriting Feas 55) (133) (187}
Munls {53) - (53}
Benking Prin¢ipal Tensactions (288) 4 (264)
Banking Net nterest (6) (2) (8)
Am/Other Banking . 1 A
Banking Adfustments (401} (130) {s31)
Global Trading Strategles (212} 35 {(77)
Global Princlpal Strategles @3) (1), 74)
Direct Pincipal invesiments . 3 3
Global Opportunitlas Group . - -
Assetl Management Principal 38) (10) (48)
Private Equity Princlpat (S5) (54) (149)
Principal Adjustmenis (a18) 2 {416}
PIM 74 {120) {194)
Firm Relationship Loans (6} 6 -
Cradit Spread 813 2n 1,084
CDS Trade 42 . 42
Credit Resena 81 9 80
Valuation (5) - {5)
Structured Trades 12 1 12
Banking Trades - - -
Asla EQ Fx - - -
Other 79 45 d24 |
Non-Core Adjusiments 1,022 328 1,350
[Segment {3,650) 709 (2.941)
B8PM 8) BPM * 12
Banking Ofse! 64
8Banking 50% 43 PIM t 194
Underwriling Fees 167
Munts 53
Other Banking -
Capital Markets Banking 240 AM Seed and Straleglc 46
AM Performance Feas -
Principal transactions 1o FID 288 AM Management Faes 2
Pringipal 15 (o Equily {4} Asset Management Princigal 48
Subtetal Principal Transactlans 284 Privata Equity Principal 149
iMD Principal Adjustments 197
Banking Net Interast 8
AM/Other Banking i)
Non-<Core (180)
[Segment 338 [Segment §03 |

* Includes all IMD / Pl JV Principal Ravenues, excluding PIM

LEEMAN BROTHERS

Regional Overview ~ Q3 2008



"ONI SONIQTOH SY3IHLO0HE NYINHIT A9 d3LS3IND3Y INJWLYIYL IVILNIAIINOD

2082F0 0+6.003S 1HA

N

Americas Summary

91172008 3:19 PM

Q3 '08 Trend Quarter Trend A% YTD A%
Q3 08 versus 9 Months Ended YTD 2008 vs.
Jun '08 Jul '08  Aug "08, Q3 '08 Q2 '08) Q108 Q4 ‘07| Q3 ‘07 Q208 Q3 '07 2008 2007 YTD 2007
Investment Banking 108 181 106 395 576 541 532 711 31% 44% 1512 2064 27%
Equities Capital Markets 75 3ss 279 708 644 295 343 494 10% 44% 1643 1633 1%
Fixed Income Capila! Markets 105 (1,308)  {2.447)| (3,650) (2,171) (236) 150 236 -58% n/a 5057 2468 na
IMD 207 205 91 503 724 798 701 643 -31% -22% 2026 1925 5%
Total Amerleas 495 (568) __(1,970)]  (2,043) (225) 1,399 1,726 2,084 $03% nia @®71) 8,000 la
% of Finn Revonues 68.6% 84.7% €6.7% 70.4% 33.9% 39.9% 39.3% 48,4% 36.5% 22.0% 1350.0% 54.4% 1295.6%
Lehman's Americas Macket Share: Fiscal Quarter Trend A% 9 Months Ending May A%
0308 YTD ‘08 s
Q3 '08 Q2108 Q1'08 Q4107 Q3'07 02'08 0307 YTD '08 YTD '07 YTD ‘07
Toul Equity (induding tights) 11.7% 9.3% 9.3% 4.0% 8.5% 27% 39% 10.0% 7.3% 6%
Common Stode 10.2% 5.8% 8.9% 4.7% 7.4% 77% 38% 7.8% 6.9% 13%
IPOs 0.0% 0.5% 62% 5.0% 8.5% ~100% -100% 1.1% 7.0% $5%
Seaondary 11.5% 8.5% 94% 4.3% 6.0% 35% 91% 9.8% 6.9% 43%
Convertibles 11.4% 7.5% 6.7% 138.8% 54.5% 51% 7% 14.4% 8.1% 78%
Tatal Debt 31.8% 4.4% 1% 7.5% 7.0% -13% +5% 5.2% 1.8% -33%
Investment Grade 3.5% 5.2% 9.6% 4.2% 6.4% 32% 45% 6.4% 71.8% -18%
Leveraged Loans 1.4% 1.8% 1.9% 71% 3.4% - 26% 60% 1.7% 4.1% -58%
High Yicld 4.8% 5.4% 0.0% 8.7% 5.1% -11% 5% 4.5% 7.0% -36%
Ma&A Completed 21.7% 35.1% 12.1% 32.7% 15.8% -38% 37% 23.0% 22.7% 2%
M&A Announced 15.5% 30.9% 18.7% 8.6% 17.8% 50% -13% 21.4% 21.2% 1%
Americas Headcount QTD Imoulokmagne o TR R T
cn % Sq0T__ 4007 TOW__ 7001 JGOIE_JGRSE TORVE 700V BE_0NE
—E Rex) GOP @20 a3 15 95 o0 18 w10
$/3172008 Adds Terms  Transfers 8/31/2008 L] Ya Privam consumption ;.: g eﬁn :‘(u fi; | g 4,:14 a7 i‘ g} ?;
Fixed Income 1,730 137 (129 (214) 1,529 (201) 12% Non ros o hvest 87 34 24 22 27 41 43 23 5 Y a8
Rosidential fomd ves! 20& 20 250 -15.8 142 ~15.0 5.0 00 A7S +20.5 <9
Equitics 1,108 100 (52) . 1,156 48 % . 20 4A 51 |3§ gﬂ ;sn :.g :.g ;.; 8.7 48
Prime Services 31 2% ®) 1 82 2 6% e st GOP: o es A5 2 00 a0 2z o
Investment Banking 1182 29 (139 8 1258 7% % Domoste fna sais R TR O S S A RN B LR
Investment Management Not Tade 22 L 34 11 05 04 04 06 15 0.6
Private lavestment Managernent 1,070 ] 57 %) 1,029 @) <% e o500 H &8 & B % 8 2 89 § 5 e
Assut Mamogement 1047 43 @n 13 1,067 20 % Cormumer pries o8 o2 083 0 £ B R OB ouon
Privaie h]uny 363 35 (26) 20 392 29 % Core PCE deflator 0 22 21 22 25 24 22 21 2 2] 9
Total IMD 2480 e 18 2,488 1 % st b phe A R
Principol Investing 59 1 () - 56 ) 5% Fodt funds 475 425 225 200 20 20 190 150 425 200 150
3-manth USD LIBOR sn 410 269 278 280 260 2. a0 470 260 1,90
Morigage Copital 1,966 73 (399) ) 1,639 @21 1% TSV 2year ols 3 ﬁ §‘°j - I A
Totl Corpornte Divisions 5,696 268 20} 201 5,945 249 % sV u{u’Evm 4359 X 340397 380 400 310 430 402 iﬁ 3'518
Towl 14,562 958 (1,064) @3 16433 (29 1% A oy o “::‘:““W““m“““""mm‘mmw'"“"

Tabiy bl revienct 29 Aug. AX

. e angte )

Sous, LY, Covmaros § Coneus Ongarivants, et Labvrer Brosfery

LEHMAN BROTHERS

Regional Overview — Q3 2008
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Europe & the Middle East Segments — Quarterly Review
Q3 '08 Trend Quarter Trend A% YIp &%
Q308 9 Mooty Ended  YTO 0B va j .
MY BN Jun VB Jul 08 Augos[ 03 08) 7°08] Q198 Q4 07{ QY07 Q148 "g"J“"w w008 2007 _YT0®) Europe & the Middle East - Executive Summary
m!i g ! NG
ey Undie rrtring % 2 2 n 5l 3 3l ” % e 18 194 A% .
Linengs! Fesaxe o ¢ o e w sl m o e - aux . Second consecutive quarterly loss $(845)mm,
o e roror Hoxoo el - offsetting positive Q1 '08, bringing YTD revenue
Total Detx Lirrorteg n 7] N » 87 n 3 2 SIIN 1% 181 ™ “y% to $(583)mm
Nouacial Advinary g i} I L 6 L (L] " 1% 1% n 162 % .
18D Amtwale 2 ) ] 1 b 2 u n A% i 0w 0% M Results were driven b}’ $(]4)bﬂ of asset
: “'""“: o2 W 5 e L 1w e B writedowns including $(1.1)bn in residential
TS mortgages, $(0.2)bn in commercial real estate
Eascutog ervies and $(0.1)bn in leveraged loans, offset by $0.2bn
Fascumm Savecs - facope n 12 ' n (35 (1] 152 u STH 9% m 308 6% . . B . y
Comarin o d o s w om P “ allocation of the Firm's debt valuation gain.
Voiriky N an (e g [I31Y 108 17 209 u% o any o e
Bquxy Srmepey 4] [} 7 ﬁ 4 b3 Ed 48! o By & 2 n™ .
M" m ] [} 2 { [r] [iL1}} 2 3 -BO0% » L 21 [} | .
Eqaty Dbbien Swaseal o o0 o) T marT — T 2 Fixed Income: .
qusiyruxswru s 2 2 104 m 101 [ 141 SR 7% a a5 % i Tl‘ad[ng lOSS n Interest Rates due to June
£ty Inchallag S 2 (& (68] 4 % -1 " - -
o v T B U RS R n GBP/EUR yield curve inversion offset by FX
Gt Prixial Sticges - Equy - . . . . - w v - . o R ) s .
Gohal Trading Straxgiss « Equty @ < ¢t 7 6 ] ] “ we 4 ] % -51% tradmg galns ﬁ’0m strengthenmg USD mn JU])’ &
Ovent Peripul bnatarets « Equy L] Q 9 [ o w 1 ° UTHR S m [}] o August
Giztw! Opyarorey Grouy - Equry - - . - - L [ - - s
Prigu Eqay « 6 & um @, ) a 1 10 Y] o A on Y "
Ansct Mars goment Iver oy an L) 08y 9] a7y 4} a0 139) A% <% ase Q) s
Equars Oy 1 - 1] a2 ) 9 ({1} N [Z] ot b} [{}] o 1$1 B
ity Afiritatate 1 1 )] b1 pl] i) s p1] A% <led 183 "l % Equtles' . . .
Tord Mk oy o el e w0 el W us 19w 3% . Losses in Convertibles due to Fortis profit
FDID INCOMEF,
Tnarost Rase Pradcs wn  ow o o o wm n| % v " [T @ downgrade
Farcign Excbangr 1 4 3 4) [(3} « 41 3 e -I™ » mn -a3% H H - M 1
vty PO 1 [N B I A 4 o o ” . Losse§ in ‘Equny Denv.at.we Exgtlcs duetoa
0 a ¢ oo w 2l w5 2 w“woow o - reduction in forward dividend yields and short
High Grale Creds A Qi ’ n »n 4 TR [ ) H ofa - .. . -
Vi ve g au el ws | wm wm oo o e am vega/long correlation positions drove reduction in
Crol Pradura ™ Qg e o m on =y (o Lo a8 w Equity Facilitation revenue
Securrard Produn. 3 [3:1}] (L) [{KeL) {129 ()] (i) 43) A% »M LK) 1 ol - . .
. R - S Y S o om em m - . Losses in Private Equity due to Real Estate and
Mol e Y B . . e o m - o Euro Mezz funds; and losses were also recorded
Enerpy Trdrg. 9 n o 16 [[] L1 -I% a B o R
D Caparra ) oo b)) 1 o M amn__ e " on Bluebay and GLG shareholdmgs
Flicd frevar Scbwhi M) @m uﬁ KT 309 oA o 4R} 1 o
71D Mioe Sexveen [x] [ i) 3 1] A% 6% it]] 1) Ny
:\:Iw:::““ ":: £ “’m "‘:: :: = ‘”;: " = Investment Banking:
o " .
Clobu! Trad g S egos - Degossed v wm o m o a Wi A% an o) £ o LEH ranked 6th in M&A Announced Ieague
Privae - . - . . 'a s . - 2 »
e Vo et i I ) .o u table, up from 11th in 2007
T e R e — e - — . Strong ECM revenue boosted by several large
Toeal Pxrd | e o Co Harkers <) {148) 31 amy) a8) o . {1315 1599 L) righls issues
Total. 1 Muken o [2]] [12]) el (LIs4) 1,808 wh o [LFsL] prsil »
Frivats bavesoment Manegs oo »n » n " o u u " [ w o % Investment Management:
Astet Mucw gooedl ] . I n n " 4 “ oK 16 w % . 11% increase in regional AUM from $32bn to
e y ) :
T o o nooa u| a o A s a owm aw $36bn including $10bn from Saxony mandate
M AtuDn e - - - - . . - - s .7 - - o iauidl i
Towal tND S_tEll “ ) 3 1] 113 152 143 L] I.% -l”: it pt] 1% Offset by quUldlty ﬁlnd redemptlons
TOTAL LIHMAN ] s Ul Ly (] 160 1% o 't oR) e )

LEHMAN BROTHERS
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Europe & the Middle East BPM to'Segment Rec

C Capltal Markets T
Fixed Income Equitles | Capltal Markets|
8PM (1.229) (33) {1,261),
Underwriting Fees 14 {38) (25)
Munis - - -
Banking Principal Transsetions (46} 2) (48)
Banking Net (nterast 4 1 5
Am/Qther Banking - 0 0
Banking Adjustments (29 (40 9]
Global Trading Strategles 8) {8) (14)
Global Principal Strategles 0) - [0}
Qirgct Principal Investments - 0 [
Global Opportunilies Group - - -
Assel Management Princlpal - (19) {19)
Prvate Equity Princlpal - (72) {72
Princlpal Adjustments [B)] (87) (103)7
PIM (55 (23) 8)
Flrm Relationship Loans 0 9) .
Cradit Spread 182 61 242
COS Trads . - -
Cradil Resene - - .
Valuation - 35 kL3
Structured Trades - - .
Banking Trades (18) - {18}
Asla EQ Fx - - .
Other 17 (17)] 0
Non-Core Adjustments 181 9 260
[Segment (.07 & (1,754)
BPM 162 8PM* (50)
Banking Offset {56)
Banking 50% 121 PiM 78
Undsrwiiling Fees 25
Munls -
Other Banking -
Capltal Markets Banking 25 AM Seed and Stratagle 18
AM Perfarmance Fees .
Princlpal transaclions to FID 46 AM Managament Fess 1
Princlpal transactions 1o Equity 2 Asseat Managament Peinclps] 18
| Princlpal Trapsactl 48 Private Equily Princlpat 72
IMD Princlpal Adjustiments 91
Banking Net Interost 5
AM/Other Banking 0)
Non<Care 0
[Sagment 183 } [Segment 120 ]

* Includas all IMD / Pt JV Principal Revenues, excluding PiM

LEHMAN BROTHERS Regional Overview — Q3 2008
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Regional Sales Credits — Europe & the Middle East

9/11/2008 3:19 PM

Current Quarter Data Quarter Comparatives A% YTD A% Records
Q3 '08 versus YTD '08 vs.
Jun '08 Jul ‘08 Aug '08|Q3 '08| Q2 '08{0Q1'08 Q4 '07/Q3 '07{ Q2'08 Q3 '07 2008 2007 YTD '07 Amt Quarter
SALES CREDITS DATA

Total Execution Services 3 38 24 97 114 140 143 170 -15%  -43% 350 430 -19% 170 Q3 o7
Convertbles 1 1 0 2 3 4 [ 4 -28%  -46% 10 13 -21% [ Q4 07
Voltility 43 42 37 122 122 238 255 212 0% -43% 482 510 -6% 255 Q407
Equity Capilal Markets Prime Services 46 24 15 85 192 82 &5 132 -56%  -35% 359 367 -2% 192 Qz 08
Equities Corporate 3} (1} - (4), (6) {29) {59) {47) -40% -92% (39) 61) -36%

Total Equities Sales Credits 122 104 ks an2 424 435 410 471 -29%  -36% 1,164 1,258 -8% 471 Q307
Interest Rate Products 45 39 26 m 117 118 70 172 -5% -36% 345 368 -6% 172 Q37
Foreign Exchange 20 2 22 &5 83 84 85 87 22% -25% 232 200 16% 87 Q3o

Tots) Liquid Markets 65 62 49 176 200 202 155 259 2% 232% 578 568 2% 259 Q307
CcDO 13 31 13 58 30 109 51 48 93% 20% 196 182 8% 109 Q108
High Grade 7 7 4 19 27 27 29 30 -32%  -38% 73 69 5% 30 Q30?7
High Yield 4 7 5 16 13 1 21 45 28%  -64% 40 8g -55% 4as Q37

Total Credit Products 24 45 23 92 70 146 101 122 32%  -24% 308 30 -9% 146 Q108

Total Securitized Products 5 11 13 29 2 %6 16 32 6% -9% 82 S5 48% 32 Q397
Real Estate 1 1 0 2 4 9 14 1 -318% 179% 15 2 na 14 Q407
Energy Trading 22 2 2 26 a3 0 19 11 23%  131% 89 20 347% 33 Q208
FID Capital Markets Prime Services " ] 7 26 35 38 40 21 -26%  24% 93 52 92% a0 Qa7
FID Corp/Insurance Prod 1) (23) 1 (23) (9) (34) (29) (43) 145% -47% (66) 97) -32%

Total Fixed Income Sales Credits 126 106 96 328 360 418 316 403 9% -15% 1,105 940 18% 418 Q108

[Total Europe & Middle Ease Sales Cred 248 210 172 630 784 853 726 874 20%  -28% 2,267 2,198 3% 874 Q3 '07|

LEHMAN BROTHERS

Regional Overview — Q3 2008
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Europe & the Middle East Summary

9/11/2008 3:19 PM

Q3 ‘08 Trend Quarter Trend A% YTOD A%
Q3 '08 versus 9 Months Ended YTD 2008 vs,
Jun '08 Jul ‘08 Aug '08; Q3 ‘08| Q208 Q108 Q4 '07 Q3 '07 Q2 ‘08 Q3'07 2008 2007 YTO 2007
[mvesiment Banking 108 60 23 189 212 264 246 310 -14% -39% 664 854 -22%
Equlties Capital Markets {18) 64 {129) (83) LRE:] 249 1,053 587 na wa 285 1020 -85%
Fixed Income Capital Markets 4) (146) @51 (1,071) (943) 89 186 451 -14% wa 1925 1599 wa
IMD 44 38 38 120 113 159 118 148 6% -19% 391 320 2%
l Total Europe & the Middle East 58 16 {919)) (845)) {499) 760 1,603 1,496 £9% nfa (583) 4,693 nfa 1
:Lehman's Europe Macket Share: Fiscal Quarter Trend A% 9 Months Ending May A%
03'08 ws. YTD'08 o
Q3'08 Q2'08 Q1'08 Q4'07 Q3'07 02'08 03'07 YTD '08 YTD '07 YTD 07
Totd Equity (induding dghts) 4.0% 2.6% 0.3% 1.0% 1.7% 54% 129% 2.7% 1.8% 352%
Common Stodk 4.1% 2.1% 0.0% 0.0% 0.0% 4% nla 2.6% 0.6% 367%
1BOs 1.6% 0.0% 0.7% 0.6% 0.4% nla 367% 0.7% 1.7% 60%
Sewndary 4,4% 2.8% 0.0% 1.1% 2.8% 58% 59% 3.3% 2.0% 50%
Convertibles 0.0% 4.8% 0.0% 1L.3% 0.0% -100% ula 2.8% 0.6% 382%
Total Debe 1.8% 2.4% 2.6% 1.6% 3.1% -24% 41% 2.3% 3.5% 35%
Investment Grade 0.7% 32% 2.1% 0.9% 1.3% -78% 46% 2.3% 2.9% 21%
leveraged Loans 0.6% 0.4% 0.0% 0.0% 1.8% 37% $6% 0.3% 2.9% 8%
High Yield 0.0% 0.0% 0.0% 0.0% 7.6% nfla -100% 0.0% 5.4% -100%
M&A Completed 25.1% 40.5% 12.1% 37.6% 9.2% -38% 174% 26.3% 9.6% 174%
M&A Announcd 16.9% 26.4% 8.5% 7.9% 8.3% -36% 103% 18.0% 19.8% 9%
The outook at a glaace
Europe Headcount QTD 1’3 3 3 o ; ; 3 o
Change Real GOP 23 14 27 0B D4 08 10 02 6 12 01
Household 17 06 Dt D6 05 04 05 08 15 04 06
S412008 Adds Terms Truosfers 8/31/2008 . % 2:7: invostment 18 45 61 46 B3 18 A5 a8 42 18 14
00t consumption 9 16 16 1 X
Fixed Income 964 e en G 921 @ O d o asaeos 73 13 T4 a5 3% 18 3% & 18 1
Equitics 7] 58 (38) 1 644 2 19 Imports of goods and services 92 14 79 16 26 24 20 1.6 55 2§ 14
. . Cantributions 1o GOP:
Prime Services 182 u (1) m 182 - 0% st Ao 22 15 15 .0 0§ a2 03 4 23 os o2
] Inveniones 08 45 13 01 905 2 O3 02 00 61 0D
Investment Banking 750 e (©6) @ a8 @ 0% Net rade o7 14 01 00 04 07 03 08 03 02 0§
Investment Management Unamploymont rate 14 73 12 ;J 1.; (A4 ;g g.o 74 14 8.0
vate . 1% Compensation 22 27 M M a2 u 5 24 37 D
Private Investment Managerent 114 ©) 3) 102 (12) 1% i por omployoe T »oMon
Asset Managament 115 13 () 3) 1t4 [{}] -1% Unit kbow costs 14 20 24 25 35 37 28 22 15 30 24
) - % Consumer pri 19 29 34 3§ 39 23 7 21 35 18
Private Equity % ’ @ 6 165 7 7. Corn m?fm 13 18 18 17 1T 8 17 18 19 18 s
Tow! IMD w z 8 - 31 © 2% £C8 main rofi clo a0 400 £00 4 4Z5 45 40 350 a0 425 I
e ; . 0% 3ot rates 419 469 471 4% 483 450 450 390 <63 490 a0
Prancipal lnvesting » ) 2 18 @ 1 1041 bund yields 42 €U 3% 480 400 39% 380 375 R 3 IS
Morigage Capial 72 54 (331) 6) 438 (283) -3% etso 139 146 155 166 146 143 140 140 146 143 140
Towl Corpornte Divisions 2399 8 {225 3 2,291 (108) 5% i o s o 0 D e X 1y et
Tatal 5,986 317 93 ) £ 563 423) 1% Source: LoAmen Sumers Gloow! Econamiee

LEHMAN BROTHERS

Regional Overview — Q3 2008
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Asia-Pacific Segments — Quarterly Review

9/11/2008 3:19 PM

Q1°08 Trend Quarer Treed A% YIp a4
Covid — o = Q) 0N veryus H’I:::’u Ended wy:;!u-‘y‘
Jan'08 Jol'08 Avg'0d| O § 8] Q1 'os 'g 71 3 ‘97 91 ‘o8 Q397 1007 K - " .

DISTMETBAKISG - Asia Pacific - Executive Summary

Ceity Use rooriitog ° ] [ 1 3 19 " b B ST u I -ST%

Levosged Foncn o © ° o 13 3 0 7 3% % n b4 4% R

ror—— D T b I B woomom e . Loss of $(15)mm driven by MTM on KSK
Total De K Undererilag 3 [} 1 n a " " " a0k % n n 1% - StOCk rice declined a rOXimatel 30%

p

Fasaca) Advisery i 1 o n 1 22 n 4 % In% “ 19 1% . . . 4. .

13D Attrfiastabie o o L [l - - 4

moyeme > oo o o T post July 14 posting, and liquidity discount
cammsLmAnioTy reserve taken at 5.47% of MV

relaniiag . .

Cocba St . . Client revenues declined 26% vs. Q2 '08
Eacozne Savcey. Am [} n 12 n a 104 0 a3 B3 - 3 1% 16 A9 . . .

s o o o i I e w a w due to: EID hqulfi markets sales '
:‘;‘:m T B pos I ] wmnom contraction, declining EQ volumes & client
o Dhees 50 TR B e e concerns on LEH

ity Putat Servins I 4 10 42 37 n 44 E:) % 33 137 4 o
[mn-u-;m-s.nh- £ a) [1] ] 0 29 410 n L] ¥ 330 =] 5%

G e S Gy RO B ol s ” Fixed Income:

Gl Tradry Sowegs - Bruxy 113 (1) 9) 127) [{L1} M pAy) o) R 1Y s " 3] 4% . .

Doee el lvennaos - (4 3 (4] 19; - - - -7 ‘s 1201 - av

Jordinalran @omoor W Tm m e . Approxxrr}ately $O..1 bn of wntedO\'vns were
A P I o o a2 “m oe % recorded in the region: $34 on residential
“"é.’f“m.. L ‘3’3 p P I o m  w w um mortgages and $60mm on commercial real
Tetad des Cupital Markety 49 el CH I, (2} 1) & 2% % ] Eil] 15 % cstate

h-u\nnhuk- b 7 [t 1n n " u L -1 1ty 149 143 3 - Losses ln Credlt Pl’OdUCtS Were dnven b

rﬂ‘a’am 1 n {4] u [t} » 0 ) 2] H% i1l [1] % K y
Lrdties S S S om0 global correlation remarks & Exotics, JPY

coo ol . {9 [{}) 3 “ ) 9 a% os u [} )% A

Ko s goomo e b I W mo vol/vega, model skew adjustments &

Cont Prstiay 10 1y 02 0, 14 120 1 n 0 ' n w - reserve on the Moblle 8 trade

Seturaad Frodicts n [ 1) ]} 03 . 10 n 1" oh s an (1] n

Ra)Esave " (3] ] ™ [y} " 13 % o o 04 o1 $8%

Musipd Donls - - - - - . - av o . - an ., .

Brerpy Tdeg H 1 v b ¢ ] s \ 1% o 0 ° a EqUIt]CS.

Y13 {] b 4 (™ s 34 3% . . . .
P Timerore” — o B BT B T . Execution Services declined 19% but in
rene Savesy ) L s 14 W 6% . . .

D by T - el e T T line with EQ volume contraction

iywiivioruens PP R B I I BN B . Losses in Volatility: market staying away
Prme Fquy - FID . - . . . . . . " o - . . . . .

A Masrret - FID e o T mwoow o from derivatives after prior trade losses; a
FIDOt n L n 1.1 n o 43 a2 61% % m N oo . . g - . .

I Abar LAY S| Y I g e ® M general lack of liquidity in indices and

Total Fhied Luvwmw Cupltal M ark ets [{:] 10 12} 119 138 40 p1l} 3% A% <% “ 1,05 ST% . . . . .
g apn TR o 7 T T TR market participants on the sidelines creatin

st Begen o o1 —_— g

Privaw lovr ot Memprow ] (1] 0 [} ] 4 s ? - s 3 3 b hedglng Cha“enges

At Manigreca 1 t 1 ] b 4 1 1 “% R 0 4 1%

Proace By ? H 4 9 1] 1] [1 k] % e 18 18 %

Tolal Asset Monscrarn ) 1 [ n Al 7 [ 9 " wme ] " 9%

PIM Arritstable - - - o o . o -

Tatal IND Sepment 4 1 (3 1% 111 13 13 ”n 2% A% M 0 0%

TOTAL LIIDAN 161 119, () {19)] $1 1.3 1.061 ki-] [ » 1)1 18M DAYy
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Asia-Pacific BPM To Segment Rec

9/11/2008 3:19 PM

[ Capital Markets )
Fixed income Equities Capiial Mer
aPM 5 39 44
Underwriting Fees 6 (1) 5
Munis - - -
ing Principal Tr ions {6) ()] (6)
Banking Net Interast {0) ) ()
Am/Other Banking - 1) o
Banking Adjustments ] [0 1))
Global Trading Strategies {2} (227) (229)
Global Principal Strategias {1) - (1)
Direct Principal Investmenls . @) )
Global Opportunities Group . 2 2
Assel Managemem Principal - (3) {3)
Private Equity Principal - 4 4
Princlpal Adjustmants @ (229) @3]
PIM - 1 1
Firm Relatlonship Loans - -
Credit Spread ) 75 25 100
CDS Trade - - -
Credil Resene - - -
Valuation - - -
Structured Trades - .
Banking Trades - . -
Asia EQ Fx . (22) (22)
Other 27 9 38
Non-Core Adjustments 102 12 114
[Segment 113 172 [&)]
BPM a7 BPM * k!
Banking Ofiset (21)
Banking 50% 27 PV 1)
Underwriting Fees (5}
Munis .
Other Banking (0)
Capital Markets Banking (6} AM Seod and Stralegic 3
AM Performance Fees .
Principal transactions o FIO 6 AM Managemenl Fees 0
Principal transactions lo Equily 0 Assel Management Principal 3
Subtotal Princlpal Transactions 6 Private Equity Principal ()
IMD Principal Adjustmants 1)
Banking Net Interest 1
AM{Cther Banking {0}
Non-Core -
Segment 27] [Segment 1]

" Includes all IMD / Pl JV Principal Revenues, excluding PIM

LEHMAN BROTHERS

Regional Overview — Q3 2008
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Regional Sales Credits — Asia-Pacific

9/11/2008 3:19 PM

Current Quarter Data Quarter Comparatives A% YTD A% Records
Q3 '08 versus YTD 08 vs.
Jun '08 Jul '08 Aug '08)Q3 '08/ {Q2 '08/Q1'08 Q4'07/Q3'07| Q2'08 Q3 07 2008 2007 YTD '07 Amt Quarter
SALES CREDITS DATA
Tota) Execution Services 20 20 14 54 71 78 59 62 28% -13% 203 142 43% 78 Q108
Convertibles 0 1 ] 2 2 1 2 3 -3% -36% 5 5 -8% 3 Q37
Vohtiity 9 7 3 19 22 31 73 4q -12%  5T% 72 125 -43% 79 Q407
Equity Capital Markets Prime Services 18 18 12 44 50 49 44 57 12% -23% 143 136 5% s7 Q307
Equites Corporate - - - - - - - - na n/a . - na

Total Equities Sales Credits 46 43 30 118 144 158 184 166 -18%  -29% 423 408 4% 184 Q4 07
Interest Rate Products 15 8 12 35 57 75 40 52 -39% -34% 167 183 -9% 76 Q277
Foreign Exchange 5 & 4 15 39 39 20 bl «63%  -48% a3 60 53% 33 Qz08
Total Liquid Markets 20 13 16 48 96 114 51 80 -49%  -39% 259 243 7% 114 Q108
CDO 1 13 10 24 10 81 15 15 135%  64% 15 61 89% 81 Q108
High Grade 1 3 1 5 9 7 5 5 -48%  -11% 21 14 46% 9 Q208
High Yied 1 1 0 2 10 3 4 5 -80%  -60% 15 1 38% 10 Q218
Total Credit Products 3 16 1 31 30 %0 24 25 a% 23% 152 86 76% 80 Q198
Total Securitized Products 0 [ 0 o 0 0 23 1 -82%  -99% (] 6 -98% 23 Q497
Real Estate 2 [ - 3 12 17 9 7 -19% -62% 31 42 -26% 22 Q197
Energy Trading 2 1 3 7 8 2 2 1 -15% n/a 16 2 na 8 Q28
FID Capital Markets Prime Services 1 1 1 3 4 5 q 5 -10% -43% 12 13 -13% 5 Q307

FID Corp/Insurance Prod 0 - (1), ) (11) (12) . (8), -96% -92% (23) {28) -16%
Total Fixed Income Sales Credits 28 32 30 92 140 215 123 114 -34%  -19% 447 365 2% 215 Q108
[Total Asia Pacific Sales Credits 75 76 61 211 284 374 307 280 | -26%  -25% 869 ki) 12% 374 Qi '08|

LEHMAN BROTHERS Regional Overview — Q3 2008 12
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Asia-Pacific Summary
Q3 '08 Trend Quarter Trend A% YTD A%
Q3 '08 varsus 9 Months Endad YTO 2008 vs.
Jun'08 _ Jul'08  Aug'08[ G3'08] Q2'08 Q108 Q4 ‘07, Q3 07| Q2'08  Q3'07 2008 2007 YTO 2007
Investment Banking 15 g 3 27 70 62 53 50 61% -45% 159 153 4%
Equiies Capital Markets 48 (160) (60) (172) (162) 866 604 296 % na 531 855 -38%
Fixed Income Capilal Markels 102 30 (13) 119 138 409 391 370 -14% 68% 665 1056 -37%
IMD 4 1 6 11 1 12 13 12 % 4% A 20 70%
| Tatat Asta-Pacific 168 (118) (64} {15) 57 1,348 1,061 728 nla nf/a 1,390 2,084 3% |
iLehman's Asia Market Share: Fiscal Quarter Trend A % 9 Months Ending May A%
0308 m. YTD'08 v
Q3 '08 Q2'08 Q1'08 Q4'07 Q3'07 0208 03'07 YTD '08 YTD '07 YTD 07
Towl Equity (induding rights) 0.2% 0.8% 0.4% 1.2% 1.4% 77% $8% 0.5% 1.7% 71%
Common Stock 0.2% 0.3% 0.6% 0.9% 1.1% -14% $0% 0.4% 1.3% -71%
IPOs 0.8% 0.0% 0.0% 0.9% 2.3% ula 64% 0.1% 2.2% -94%
Scoondary 0.0% 0.4% 1.2% 0.9% 0.6% -100% -100% 0.5% 0.8% -34%
Convertibles 0.0% 2.8% 0.0% 4.6% 3.4% -100% -100% 0.8% 4.0% -79%
Total Debe 0.8% 1.0% 0.7% 1.4% 0.4% -20% 36% 0.8% 0.3% 163%
Investment Grade 0.0% 0.0% 0.2% 0.1% 0.3% nla -100% 0.0% 0.4% -87%
Leveraged Loans 0.0% 1.7% 3.1% 0.6% 0.1% -100% -100% 1.7% 3.1% A6%
High Yicd 0.0% 0.0% 0.0% 0.0% 0.0% #la nla 0.0% 1.6% -100%
M&A Completed 1.8% 9.9% 20.5% 1.6% 0.7% 1% 176% 12.2% 2.4% 405%
M&A Announeed 6.6% 3.9% 14.4% 2.0% 2.0% 71% 233% 8.4% 1.6% 411%
Asia Headcount QTD India Headcount QTD
Chanpe Chenge
573172098 Adds Terms  Transfers 83172008 Ye S31/72008 Adds Terms  Transfers 8/3172008 # %
Fixed Income 619 40 @n @5 593 (26) <% Fixed Income 9% L Y] (61) n QI -21%
Equitis 479 36 (44) 471 & 2% Equities 108 2 12 25 149 1 8%
Prme Servees 65 4 m - n 3 12% Primz Services 8 2 [¢4] {8) 66 (v3)] -26%
{nvestment Banking 326 40 4 0 352 26 % Tavestment Banking 4 16 (5) (3) 53 [ 13%
{ovestment Management Tnvestment Management
Private Investment Management - - . . . - 0% Private Invesiment Management - - 0%
Asset Management 44 2 ® m 37 mn -16% Assct Managermnent - - %
Privawe Equity 43 6 (O] 5 50 7 16% Private Equity - - 0%
Tol) IMD 8 3 a2 a 87 . 0% Toul IMD . . . %
Principal Investing 56 2 @ o 52 @ % Principal lavesting . . . . - . %
Mongage Capital 7] . s . 54 s 2% Mongage Copal 154 2 an 0} 140 (14) %
Tota) Corporate Divisions 1,346 82 (110) 33 1,357 1] 1% Toul Corporate Divisons 2,088 n (125) 69 2415 n 15%
Total 3,047 12 (250) 30 3,019 {8) 0% Total 2594 468 (162) - 2,900 306 12%
LEHMAN BROTHERS Regional Overview — Q3 2008 13
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Regional BPM to Segment Revenue Bridge

9/11/2008 3:19 PM

[ Amerlcas |
Jun Jul Aug Q3 FY
BPM 580 (326) (1,920 {1,656) 176
1BD Atlributable (2} @) {9) (15) (90)
FID Attributable (34) (30) (20) (84) (333)
Equities Atributable (17) {10) 9) (37) (117)
Total Attdbutable (54) @3) 38) 136) 539)
Credil Spread Adj «“n (198) (102) (342) (596)
Valuallon Adjusiments - o 48 {48) {61)
Non-Caore Altribulable @) (198) (150) (356) ©47)
[Americas Segment 485 (568)  (2,109) {2,182) {1,010)]
Europe ]
Jun Jul Aug Q3 FY
BPM (14) (159)  (1,077) {1,250} (1,493)
18D Aftributable 2 3 9 194 82
FID Attributable 28 24 17 69 253
Equities Attributabls 13 8 10 31 103
Total Attributable 43 35 36 114 438
Credil Spread Adj 29 141 73 242 422
Valualion Adjustments 48 48 48
Non-Core Allributable 29 141 124 290 470
[Edrope Segmant 58 [ 1620) 1645) (564)
;- Asla ]
Jun Jui Aug a3 FY
BPM 145 (185) (87) (136) 1,112
IBD Attributable 0 0 ] 1 4
FID Atiributable 7 6 3 15 80
Equities Altributable 4 2 (1) 6 14
Tolal Atiribulable 1 3 2 21 101
Credlt Spread Ad] 12 58 30 100 174
Valuation Adjusiments - - - - 3
Non-Core Attributable 12 58 30 100 77
[Asla Segment 168 719) ] 5 1,390
Globai BPM 721 (670)  (3,093) (3,043) (204)
Globai Segment 721 (670) (3,093) {3,043) {204)

LEHMAN BROTHERS

Regional Overview — Q3 2008
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Personnel Expenses

9/912008 9:28 PM

In Miilony

Production Compensation
Software Cop
Salarles

Qider Campenaaton & Benellty;
Cars & Non-Cxpst Housing
Expalriate
Other Compensaton
Benefix
Payroll Tntes
Recruiting [ncentives.

Recoveries
Severnce
Totl Other Compesation & Banelas

PY Equity Awerd Amortizaton

Bonus

Tota Compensation & Beneflts

Fired Expenses
Varigble Expenses

¢ Praducton Campensallon

* Salarics

“ Cza & Non-Expat Howing
* Expatriste

* Other Compensation

 Benefits

® Payrotl Taxes

® Severance

® PY Equity Award Amortization

{ Quaster |
[(ow | oo ] %4 %4
9R.7 131.6 =26% {L%3 aJd%
-15.1 -29.7 9% 2.6 78%
6349 662.9 4% 662.2 3%
85 14 15% 83 %
18,6 119 3% 7 5%
n2 FOX) 4% 158 136%
836 .5 -17% 880 -$%
8LS 1042 -22%% no 1%
613 7. -20% U0 -17%
7.8 39.8 -30% 1399 -80%
317.8 4162 24% 4226 -23%
4122 285.9 4% 4139 0%
5019 688.1 -23% 748 -3o%
[_tosoa] 212a0] 4% 2326) 6%
1,239.6 11718 6% 1,286.4 %
710.8 9527 «25% 1,038.3 «32%
Q3'08ys, O3 Y07 3 ‘0R *

Dreraase of SLGmm reflecs o decrease in
{MD (S15mm) end MCD (S1mm)

Deereasc of $3Smm refleets o deemase in
MCD (S20mom) asd IMD (S15mum)

Decerase of S28mm duc to headcount reductions, Decrense 0f $32mm due to headcount reductions
oflsct by anmua) selary hcrenses across off divisions ocruss ol divisions
md FX trpacts

Incresse primuarly due lo Asia growth

[nerexse primarily dux to lax equeztion i1 Ash [ncresse promarly duc 10 tax equalzulion o Ass
Decrease of S33mm due o decreased BOD/Oer Comp Increase of S2tmem due 10 ncreased PT/Anterns costs
¢osts (S&mm), Temp Costs-Mongages (S7mum), {315mm), BODVOher Comp costs (S12mum), offset mainly
Relo/MNonExpat Expenses ($Trm), Deal Rebted Fees ($5mm) by decreases in Relo Non Expat costs {S4mm) and Terp
Oveniime charges (S3mm), and Non Projest Temps(S3mm),  Costs-Mortgages(S2mm)

Decrrase of $17mm mainly duc (o decrease in Decrease of $S5uron mainty duc to e wp in US
Pension costs (S1 Imem). Other Benefit costs($5mm) DB Pension in QXS 10mm) offset by mcreases in Other
wd TDSP costs (Slwam) Benefits Costs(SSmm)

Decrease of $23mm due 1o reduced National Tncrease of S3mm due o incressed Natonal Insurance
Insurange wx acerual (S32iun) offse by on merease (ax accrual (S5mm) offset by o Jeerrase in
the FICA Medicare tax necrual {S9mm) the FICA Modicare tax accrua! (S2mun)

Decrease primarly due 10 scverance rehied to the
March & May exerces it Q2 200%

Decrense primerly due (o severance charges o
Q3 2007 relatong 1s MCD reductions

Increxse of ${26mem primarly due to the rollan Expensc remans iz quane uver quarter,

of the 2007 & 2008 awwnrds ofTset by the ol-off 15 Q2 there was ~554mun of wrortization

of the 2002 awards, eccelerations related 10 the GPS spiofTand Firm
head ducti In Q3 we have d
~351mm related 10 the July 2008 awurds granted

[~ August YTD )
[ 2008 [ 2007 ] %4
6.1 4020 16%
415 I 6%
19994 18943 6%
353 209 %
53l 457 16%
1274 145.4 13%
M7 265.2 9%
N 4135 23%
2490 2715 13%
192.9 S1.6 247%
12228 1.179.8 4%
1,2003 1.1 9%
1,368.9 30684 S4%
6,116.0 1R8] 7%
3,872.8 3,802.2 2%
2,243.2 38274 4%
YID 08 v3, YTD 07

Decrease ol $66mm reflests o detrense in
MCD (S69mum), oflset by an ncrease o IMD (Srmm)

tncrease of S105mm due to nddiriona) hizings. annuot salsry
increases seross ol divisions and FX tnpacts

Increase pramarily due 10 Asi growth
[ncrease provmrly doe (o tax equalization in Asin

Decrease of S22mm duc o decreases in Tamsp
Cosu-Morignges ($18mm), Relo Non Expat(SGmm)
and Dreol related Comp{S$4aun) oflser mainly by

an inceease m BOD/Other Comp costs{S6mm)

Decrense of S24mum mainly dus to decreases o
Pension costs($1 2mm), Other Benefn costs (S%mum),
and TDSP costs(SInum)

Decrense of $96mm duz to reduced Natonal
Inswrmmee ocenua) (S8%mum) on bonus and lowet payrell
wxes on vesting of CSA's

Inerease primarily duc to severance related la Uie
March & May exercises i Q2 2008

Incrense of $33%mm primary due to the rolkon

ofthe 2007 & 2008 awards offsct by the rllalT of the 2002 awzad.

In eddirion in 2008 we have accelemted amoniznon essacioted with the
GFS spinoff und Firm headcount reductions ($34men) and booked & G
frue-up 1o projected forferures of ~Sl4mm

LEHMAN BROTHERS

Comp/Headcount — Q3 2008
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QTD 2008 Headcount Analysis

.

QTD Headcount Analysis

+ Headcount decreased 1% (254 heads) since the beginning of the quarter
+ Headcount reduction was comprised of:
* a decrease of 639 heads in the Morigage Subsidiaries mainly due to decreases in Capstone (238), SBF (146), Campus Door (94) and LBB (56)
* a decrease of 84 heads in the front offices, mainly due to a decrease in FID (291), partially offset by increases in IBD (106) and Equities (102)
s an increase of 469 heads in the Corporate divisions, mainly due lo increases in ITD (373), GDM (132) and Finance (24),
partially offset by decreases in Corporate Services (42) and Recruiting (13)
« From a regional perspective, % changes are: Americas -1%, Europe -7%, Asia 0%, and India 12%

Nel Change Vs.Beginning
of Quarter
HC @ YTD 5/31/2008

Global 05/31/08 Adds Terms Transfers 08/31/08 Change %
Fixed Income 3411 324 (263) (352) 3,120 (291) -5%
Equities 2,318 222 (146} 26 2,420 102 4%
Prime Services 677 43 19 (18) 683 6 1%
Investment Banking 2,305 363 (230) e1)) 2,411 106 5%
Investment Management: 0%
Private Investment Management 1,184 3l (66) (18) 1,131 (53) 4%
Asset Management 1,206 63 {60) 9 1,218 12 1%
Private Equity 504 50 (38) 31 547 43 9%
Total IMD 2,894 144 (164) 22 2,896 2 0%
Principal Investing 135 3 (11) )] 126 ) 1%
Mortgage Capital 2,910 129 (756) (12) 2,271 (639)  -22%
Total Corporate 11,539 787 (680) 362 12,008 469 4%
Total 26,189 2,015 (2,269) - 25,935 (254) -1%

Regions

Americas 14,562 958 (1,064) 23) 14,433 (129) -1%
Europe 5,986 377 (793) o) 5,563 (423) %
Asia 3,047 212 (250) 30 3,039 (8) 0%
India 2,564 468 (162) - 2,900 306 12%
26,189 2,015 (2,269) - 25,935 (254) -1%

S18Z¥0 OV6L003S™ 1HA1

LEHMAN BROTHERS

Comp/Headcount - Q3 2008
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QTD 2008 Headcount Analysis
Americas QTD Europe QTD
Change Change
531/2008 Adds Terms  Transfers _B/31/2008 # % 513172008 Adds Terms Tramfers _8/3172008 # %
Fixed Income 1,730 137 (124) 14) 1,529 (201) -12% Fixed Income 964 160 (¢]}) (52) 2t (43) <%
Equitics 1,108 100 (52) - 1,56 48 4% Equities 623 58 (e1)] 1 644 21 ¥4
Prime Services k) 26 {6) | 362 21 6% Prime Services 182 H (l0) [$)] 182 . 0%
Invesuncnt Banking \,182 239 135) (28) 1,258 % 6% Trvestment Banking 750 &8 (66) “ 48 ) 0%
Invesancmt Management Investment Management
Private Investment Management 1,070 3 (57 (15) 1,029 (C1Y) <% Private lnvestment Managament 114 - ® {3) 102 (12) -11%
Assc\ Manogement 1,047 43 @hn 13 1,067 20 2% Asset Management s 13 [(}}] 3) 134 { A%
Private Equity 363 35 (26) 20 392 P 8% Private Equity 98 9 ® 6 105 7 Th
Towl IMD 2,480 114 (129) 18 2,488 8 0% Toul IMD 327 22 (28) . a (6) -2%
Principal lnvesting 59 | (O] - $6 (1)) -5% Prncipal Invesing 20 - (O] 2 18 )] -10%
Mongage Copital 1,966 3 (399) ) 1,639 (327 -17% Momngage Capial 1 b @in (6) 438 (283) ~39%
Total Corporaie Divisions 5,696 268 (220) 20t 5.945 249 % Towl Corperaic Divisions 2,399 (-] (225%5) 53 2.291 {108) -5%
Total 14,562 958 (1,064) (23) 14,433 (1 29‘ -1% Total 5,986 377 93) 7) 5,563 423) -1%
Asia QTD India QTD
Change Change
573172008 Adds Terms  Transfers 8/31/2008 ] % 53172008 Adds Termus  Transfers 873172008 # %
Foxed Income 619 ) @ 25) 593 (26 4% Fixed Inconx 98 47 v ®h 77 o1} 21%
Equitics 479 36 (44) - 4n ) 2% Equitics 108 28 (12} 25 149 41 8%
Prime Services 65 4 m 5 B 8 12% Prme Services 89 2 ) (23) 66 (23) 26%
Investmont Banking 326 @ 24 10 352 26 8% Investment Banking 47 16 (5) [©)] 5 6 13%
[nvestment Management Investment Masagement
Private Investment Management - - - - - - 0% Privaie Investment Management - . - - - B %
" Asset Mansgement 4 2 @) m 3 0} 16% Asset Munagement . . . . - . '
Privatc Equity 43 6 @ s 50 7 16% Peivate Equity - - - - - - %
Total IMD 87 8 12) 4 87 - 0% Towl IMD - . - - - . %
Principal lnvesting 56 2 ) 3 52 [C)] 2% Principal Invesing . - - - - . %
Mongags Copital ] . (% . 54 s 2% Mortgage Capizal 154 2 an ) 140 (14) %%
Total Corporate Divisions 1.346 82 (1) 39 1,357 1l 1% Totl Carporaie Divisions 2098 Ky} (135) 69 2415 317 15%
Total 3,047 212 (50) 30 3,039 @ 0% Total 2,594 468 {162) - 2,900 306 12%

LEHMAN BROTHERS

Comp/Headcount — Q3 2008 3
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YTD 2008 Headcount Analysis

9/9/2008 928 PM

YTD Headcount Analysis
v Headcount decreased 9% (2,621 heads) since the beginning of the year

+ Headcount reduction was comprised of:

+ a decrease of 2,147 heads in the Mortgage Subsidiaries mainly due to decreases in Aurora (945), Capstone (417), SBF (281) and LBB (26:

» a decrease of 955 heads in the front offices, mainly due to decreases in FID (665), IMD (145), IBD (131) and Prime Services (16)

« an increase of 481 heads in the Corporate divisions, mainly due to increases in ITD (310), GDM (143) and CMT (97),

partially offset by decreases in Corporate Services (80) and ESS (17)
+ From a regional perspective, % changes are: Americas -15%, Europe -14%, Asia 7%, and India 28%

Net Change Vs.Beginning
of Year
HC @ ’ YTD 12/1/2007
Global 12/01/07 Adds Terms Transfers 08/31/08 Change %
Fixed Income 3,785 574 (803) (436) 3,120 (665) -18%
Equities 2,428 441 (480) 3 2,420 ®) 0%
Prime Services 699 95 (86) (25) 683 e 2%
Investment Banking 2,542 493 {579 47 2,411 (131) -5%
Investment Management:
Private Investment Management 1,256 77 {197) (5) 1,131 (125) -10%
Asset Management 1,347 133 (239) (23) 1,218 (129) -10%
Private Equity 438 108 79) 80 547 109 25%
Total IMD 3,041 318 (515) 52 2,896 (145) -5%
Principal Investing 116 26 6D 75 126 10 9%
Mortgage Capital 4,418 610 (2,658) (99) 2,271 (,147)  -4%%
Total Corporate 11,527 2,171 (2,139 449 12,008 481 4%
Total 28,556 4,730 (7,351) - 25,935 (2,621) 9%
|Regions
Americas 17,015 2,097 (4,626) (53) 14,433 (2,582) -15%
Europe 6,437 898 (1,767) (&) 5,563 (874) -14%
Asia 2,843 688 (578) 86 3,039 196 7%
India 2,261 1,047 (380) (28) 2,900 639 28%
28,556 4,730 (7,351) - 25,935 2,621) -9%
LEHMAN BROTHERS Comp/Headcount — Q3 2008 4
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YTD 2008 Headcount Analysis
Americas YTD Europe YTD
Change Change
12/122007 Adds Terms  Transfers 873172008 ] % 12/172007 Adds Terms  Transfers _B/31/2008 [} %
Fixed Income 2,067 2 (470) (297) 1,528 {538) -26% Fixed [ncome 1,037 160 a3 [(3)) 921 [$R10] 1%
Equities 122 200 (261) 6] 1,156 (66) 5% Equitizs 645 105 (108) 2 634 m %
Prime Services 368 0 AN ®) 362 © 2% Prime Services 194 18 (0 3 182 ® 5%
[nvestment Banking 1,351 m 32 [e)) 1,258 [c0)] % Investment Banking 818 125 (165) [¢2)} 48 62) 8%
Invesument Managemeat Invesiment Management
Private Investrent Management 1,132 0 (166} M 1,029 (to3) 9% Private Invesument Management 108 7 13) 3 102 (¢}] -3%
Assel Management 1193 N {199) (18) 1,067 (126) 1% Asget Management 122 24 (28} (4) 114 {8) 7%
Privoic Equity 36 % (63) 63 392 7% 24% Private Equity 8 2 (10) 11 105 23 8%
Towal IMD 2,641 237 (428) 38 2,488 {153) 6% Toul IMD 309 53 (s 10 321 12 4%
Prineipal [nvesting K 7 (64) 35 56 @) 28% Principal [nvesing 12 i (15) 20 18 6 50%
Mongage Capital 3% 413 (1,965) @) 1,639 (1,55%) 4% Moergage Capital 908 181 (440 Qan 438 {470) *52%
Towl Carporate Divisions 6,054 6% (1,065) 27 5,945 149 2% Toul Corporate Divisions 2,525 255 {545) 36 2291 {234) 9%
Totl 17,0158 2,097 (4,626 (53 14,433 2,582) =15% Toual 6,437 12 11.767) IS‘ 5,563 I!'Idi =14%
Asia YTD India YTD
Change Chanpe
12172007 Adds Terms  Transfers  8/3172008 # % 127172007 Adds Teoms Trunsfors  8/31/2008 L. %
Fixed Income 550 126 {109) (14) 593 3 1% Fixed Income 91 59 (D (62) k) (14) -15%
Equities &0 102 (86) 15 4 i T4 Equities 121 k) {25) 9 149 28 D%
Prime Services 6 12 @®) 7 7 " 18% Peime Services 78 2 ™M (30) 73 12) 5%
[nvesemem Banking 125 it (70) 13 382 27 % Investment Banking 56 17 {12) (8) 33 [&}) 5%
Invesument Manogemsnt Investment Management
Private Investment Managerment Lk} - (18) (] . {19 «100% Prvale Investment Management . - - - - - %
Asset Management 2 18 12) ) ” s 16% Asset Management 0 - - - - - 0%
Private Equity 4 10 ®) 6 50 10 5% Private Equity [ . . . . . %
Toul IMD 9 2 (36) 4 8 @ <% Total IMD 0 . . . . . %
Principsl Investing 26 18 2) 20 52 26 100% Preweipal Investing 0 - . . . - 0%
Mongage Capial 70 9 [#13) )] 54 (16) -23% Mongage Capiu? 246 7 (30) (83) 140 (106) 3%
Touwl Corporate Divisions 1,239 312 {234) 40 1,357 118 10% Total Corporate Divisions 1,660 908 (295) 136 2415 746 45%
Total 2,84) 683 (578) 36 3,019 196 1% Total 2261 1,047 (380) Q8 2,800 639 8%

LEHMAN BROTHERS
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Fixed vs. Variable Expenses

9/9/2008 9:28 PM.

Fixed vs Variable Expenses

| Quarter —] [ YTD |

(in Millons) (o308 [ Q307 ] s8¢ %4 54 %4 [ 2008 ][ 2007 ) 54 %4

Variable:
Production Comp 98.7 133.6 -34.9 -26% 114.8 -16.1 -14% 336.1 402.0 -65.9 -16%
Cars 1.5 1.7 -0.2 -12% 14 0.1 5% 4.7 5.0 -0.2 4%
Expat 18.6 17.9 0.6 3% 17.7 0.8 3% 53.1 45.7 7.5 16%
Other Compensation 37.2 70.3 -33.4 47% 15.8 214 136% 127.4 149.4 -22.1 -15%
Recruiting Incentives - variable 252 34.5 94 27% 33.8 -8.7 -26% 123.0 98.2 24.8 25%
Severance 27.8 39.5 -11.7 -30% 139.9 -112.1 -80% 19%.9 57.6 142.3 247%
Bonus 501.9 655.1 -153.3 -23% 714.8 -212.9 -30% 1,368.9 3,069.4 -1,670.5 -54%
Total Variable Expenses 710.8 952.7 -241.9 -25% 1,038.3 -327.4 -32% 2,243.2 3,8274 -1,584.2 41%

% of 1o1al 36% 45% 45% 37% 52%

Fixed:
Salaries 634.9 662.9 -28.1 4% 667.2 -32.3 -5% 1,999.4 1,894.3 105.0 6%
Software Cap -15.1 -29.7 14.6 -49% -8.6 -6.5 75% 41.5 <771 35.6 -16%
Non Expat Housing 6.9 57 13 23% 6.9 0.1 1% 20.6 16.0 4.6 29%
Benefits 83.0 100.5 -17.6 -17% 88.0 -3.1 -6% 241.7 265.2 -23.5 -9%
Payroll Taxes 81.5 104.2 22.7 -22% 79.0 2.5 3% 3174 4135 -96.7 -23%
Recruiting Incentives - fixed 36.2 41.8 5.6 -13% 40.1 -4.0 -10% 135.0 129.3 5.7 4%
Recoveries - - - - - - - - - - -
PY Equity Award Amortization 4]12.2 285.9 126.3 44% 413.9 -1.7 0% 1,200.3 861.] J39.2 39%
Total Fixed Expenses 1,239.6 1,171.3 68.2 6% 1,286.4 «46.8 4% 3,872.8  3,502.2 370.6 11%

% of total 64% 55% 55% 63% 48%
Total Expenses 1,9504  2,124.0 -173.6 8% 2,324.6 -374.2 -16% 6,116.0 7,329.6 -1.213.6 -17%
LEHMAN BROTHERS Comp/Headcount — Q3 2008 6
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Headcount by Country

9912008 9:28 PM

Monthly Yo Cuerent Cument
GRAND Varanes GRAND Variance Headcount % Headeouvn1 %
D 0 Ps Pl 18D DD MCD 13 ors CORP TOTAL BI(W) TOTAL (W) ofRegion of Gabal
" Americas
Argentina . . . - - [4] - 6 0 ] 69 ] o 0%
Brazl 9 . . 6 . . 3 2 q 15 [(}] L] u (3 %
Canada 9 - 17 B - B n 2 u 6 [ 0%
Mexico - - . 4 - . - 4 . s (O] (123 [
Uruguay . . - . 2 . - - . 1 - 2 - [ 3
USA LSIY ko) L 242 1638 259 1058 2345 A % 8%
Total Americas 1,519 1,156 362 56 1258 21488 1,639 2494 102 1348 14,43 {161) 11015 @s82) 100% 56%
Europe
France 18 2 ) - X p.] . H 8 i 126 ) 116 0 % o
Gemuany 14 21 . . a7 1 - 3 6 35 133 ] 124 m % %
oel b) 3 - 10 - - - . H 21 Q) 20 1 0% [ 3
laly b ] 15 - - 35 I . $ 6 kt] 128 » 137 ® ™ %
Luxembourg ! - 2 . . . - 3 - 4 - H] m % [
Netherlands 2 - - 13 4 6l - 3 88 w 115 (L)) % 0%
Nethetbnds - Antilles - - . - - . 1 1 - ] . 0% "
Portugal 4 - . . . - . 8¢ 4 42 16 % %
Quwar - - N « 2 . . . b . 2 . (23 %
Russia k] 4 - 6 . . ] 2 8 n L n 13 (/3 %
Spain 1 . . 1H 7 - ] 1 3 p . 35 1 % [/
Swxden . - . 1 - - 3 - - 38 - 37 ) % %
Switzerand 8 12 . 2 18 - 2 3 1 48 (3] 80 3] % [
Turkey . H . - 3 - - - 1 ) [} . 2 9 % 0%
United Arab Enaotes b - - - 7 3 1 7 n 7 9 12 1% %
United Kingdam 184 559 %, J | ] 562 249 an 639 438 9 1801 () 5638 3% 6% 9%
Total Europe 921 (21 182 18 748 k31 438 691 463 [Rky) £361 s 5437 @) 100% %
Asha
Austnla 38 5 1 - 16 4 [ " 3 109 1] 133 @4 % o%
Chima 130 [H] n iS 0 5 - 8 [+] 205 965 1 789 176 3% &%
«ltong Kong m 165 n 11 s @ . 9 (4] 01 919 16 159 160 W %
-Beifing . . . i s - - - - 2 18 . 18 ) % 1/
-Shanghai ? ] . - . 6 7 - ? 18 b 15 13 % %
tndis a2 ? ] 2% &3 8 13 34 178 (V] 152 % & %
Japan w M5 2 b2 % 15 5 2l 18l 215 1363 [e2}] 1444 81 45% %
Xarea 2 » - 3 ] . . 8 I3 1 121 | $H 9 4 %
Simgapore n 1 6 1 13 3 53 1 2 156 i 155 101 8% 1%
Taiwan, Province o (China . 13 . é . 1 4 7 k1l @) 30 {1 1% "%
Thailand 10 . - . . . | ] § 1 ! 18 - 1% 0%
Taa) Asla LAl 1] 13 52 52 .51 54 336 224 §37 KKl 1)) R4y 196 100% 12%
Tudln
India 71 139 & 5 140 1362 a3 70 2,900 » 2261 69 100% 1y
Total adle —rd A 66 e 83 - 0 1262 _ 40 129 2800 ____ 20 |____ 2261 ____ 68 100% 1%
TOTAL 3020 2420 683 136 3411 2496 22m 3843 1312 4843 25938 (k7)) 28556 (X31)) 100% 100%

LEHMAN BROTHERS

Comp/Headcount — Q3 2008
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Business Development
Technology & Communications
Occupancy
Professional Fees
Other

Total Fixed

"ONI SONIQTOH S¥3HL0Yd NYIWHIT AG Q3LSINDIY INJWLYIYHL TVILNIAIINOD

Brokerage & Clearance

Total Non Personnel Expenses

3Q'08 vs 2Q'08 3Q'08 vs 3Q'07

3Q'08 2Q'08 3Q'07 Inc / (Dec) % Inc/ (Dec) %
$ 68.4| % 86.5| % 80.71% (18.1) 21.0%| $ (21.3) -23.7%
308.1 309.4 281.6 0.3) -0.1% 27.5 9.8%
201.8 187.6 170.0 14.3 7.6% 31.8 18.7%
103.9 100.0 128.2 3.9 3.9% (24.4) -19.0%
55.7 159.2 85.2 (103.6) -65.0% (29.5) -34.7%
$ 7389(% 8427($ 7547|% (103.8) “12.3%! $ (15.8) -2.1%
$ 2318|% 2616|$% 224.2]| % (19.7) -7.8%| $ 7.6 3.4%
$ 970.7|9% 1,0042|$ 9789 |% (123.5) “11.3%{ $ (8.2) 0.8%

2282¥0 0v6.003S IHAT
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Non, P d 38.2miillon or 0.8% in 3Q08 vs. 3Q'07
Y Y 1 the PR a3 follows
(824 m) Busnem Dovelopments %0 primarl:
$0m  Corporate Events - axporso kn 3003 kr Bofjing Olymplcs, ofisel by cost<culling . dotays and
(35m}  Marketing/Advertining dmuu {$4.0m} roiatod to MCD restruciuing, and (§1.0m) doclin in odwortislag demand in 2008 and 3Q07 axpersss lor COPA rmad thow
Bi6m) TAES «MCD g, reduction In workiorto Brd ofocl of 2Q08 policy changs implementation

$28m  JYgchnolo)

$12m  Communications Increrss « $6.4m of

Em

sem

Sm

$m
7 m)

& Communications - Inersamn primenty duo lo:

network circuit {Verlzon, Sgwis, Global Crossing, Radlaaz) and buikd out cosls associated wilh expansion of curent
Iocilliss and now space (Piscataway data centar, Gavemnar Phillin Tewor, FC2, Man Yoee, Mila, G52, Paris Olena, Sauth Quay Plaza), $1.5m related Io 3 monlhs of moniNy deprecialion
for Cisca global natwork Intras tructure maintenance (2 months wilo-off &f doubly amontizolicn). $1.3m ATAT accrun! calchwp for phone, dala oad diroct \oleo [nes, $1.0m FX Hasge ord
Rocowries, $0.5m UK calch-up of netwerk spending on Eurax Frandhisl, $0.4m MCD Leke Forost retirement of assets, and 50.3m incraasa In Blackbeny snd cell phone wirelnss usage

y Increase - and licansing wndor cosie Lo gio tho Firm a polile 0cgo inthe creole @ more oficlent sysiem, support posttrada
i o wob based lools for high froquoncy Inwders and prnida enling senicas 10 anuy:o oxposure 1o Ask (Yrslana, Exegy, Quolevsion, Evare, Oracle,
Sumw sauwm AG, Sun M ) and upby $2. am ialod wilh naw FA daia conior, partially uibe( w ($5.2m) savings gencrated

by AIGY maintnms conlmct lransiton to B and (32.0m) raleass of Mitros ot ovar accniad casts and roll off of Wym of EA ) 6.0 icense

Sysliom Conmitsnts incrensa - $4.8m lesa softwaru caplalization dua 16 fronl Fco projoct dolays and fower in-house 84d oulsdute consullant Nros as o reeull of presoal eeonomics,

£3.5m increase in Wundcal {Jaint Tech and Tdum) assoclatod with now buikd aul of Shanzhen globa! cupport canter [0 2008 end casts kr IMD's Waalth Managemenl Altemativo
and P porting, end FiD C Deralive project, parially offsol by $2.0m refosss of excess resenva (Tech Admin, Pershing) and lower MCD

exponses dus (o Fim rulmcluﬂng

NRTD tncrosse - now sudscrplions and publicotions roquired o obigin more fnancial cola to mitigate risk and improvo slralogic imostmant decisions (Bloombery, Thomson, Markil, FT

Interactho, Routors, Foclsel)

Markat Oata n¢10336 - $4.2m Incraase in Bioamberp lamminal counts In all rgions 0nd $0.9m incroasa in enlillamont coste kir now Bloomborg and Reuvters laminaly

Mull/Print decraats « ($3.0m) loss MCD spend dua 1o business restructurng, {33.0m} wander accruat releases in 3008 kot GBC, GRD, ADP, UNIMAC, Wiliams Lea, Pitnay Bowes, and

DG3, and (30.2m) Julyns tmplementation of colared printing policy changa (naod SVP approwal) and sevngs from doublesided dafaudt printer sotlings

$32m mglng zincream primarily due to:

$3m)

Space axpansion - $8.3m 1271 6th Ave, 55.3m Asia tacillios {IFC2, Man Yee, Austtia's Gowermas Phillip Towor, Casjay Hous e, Mits), $4.7m Plscaloway dala cenlsr, £2,7m 389 Perk 4lh
oo, $3.1m Europe & Middla Egat &cilitios (G52, Pods, South Quay Plaza), $1.4m Kensingion, $1.0m Crankord dala cenler and $0.6m 101 Hudson 1145 foor

Broadgals 6 buikling » $1.9m FA wiito-cff1 and $1.7m renl ponally {eardy axil charpes/bruath of conlract)

(23

Lake Fores! wrilaofl

Famboough nl (new BCP - Business Conlinuily Planning building)

IFC2 & Man Yea rnt ronewal Incroaso in 3QT8

Net impact of conlinuing MCO ofice closures.

(524 m) Professlonal fees - Docresss primerily dus to;

$9m

Mm

$2m
2m
s2m

($6m)
M m)

Logsl incrosse - $2.9m NYAG Back iov, $2.2m | filigation costs, §1,5m RI Copilol (Projocd School), $1.0m of MCD tursiness rosinelwing oxporses, $0.7m
Roguumw Masler Aclign mile aconal ln:rnw. $0.7m now inwicos resehvod from Skaddan Arp Edgo Capture LLC and Edge S, $0.7m FO's Empioyment Law, 8nd $0.4m IMD's Saxony

Au:nunllnn Autlt incraasa « 32.2m charges in 3009 ($1.0m producl avdis, $0.5m Korea faz Audit, $0.4m addilional Firm Audit lees for 2007 8nd $0.3m ol inoiees and acqnals ralated
lo Wood companies In Koraa), $1.4m relsase of Siren lmdos coalingency in 3Q07

Bustad Doals - $1.5m Projoct Helios, Esst end PKO BP, $0.8m Project FlaAas and $0.3m Kv Doorslep

Tempa incraase - 3007 YTO rectassification to PE kr emplayses al Lehman evor 6 months

Consulting Servicen docroaso - 3007 casts of ($3.0m} br Equily Vol Ramaodiation, ($0.5m) for Project Swisa and {$0.5m} payment Lo Jeb Bush. porlally afset by $1.8m on timo
reclasaificalion of EQ flatian Aduisory foas from Brakerage and Execulion In 3008

Tralning -1 coursa ions related (o MD and SVP talning, prodfuct tralning and ofksite canferences and simination of severa! high cost vendors

RecrylUng decreasa . spand significantly lowor across o0 Regions tn 2008 due (o headcount resal/eumont markel conilian

($30m) Othor - Docroase primarily due to;

$13m  Maher nuclon mles case saftlament pais to NY Slelo Allomey Gangrals Office
$4m  FAlnlomes! charges ky Pitcatawsy dota contor go-ing in MayDa
$Im  MCD incmaga in nat mongage org! Bnd p g loes reloied Lo ALS one-tima LPMI insumnce chargo
$Im  June 2007 i of Aslas ing tax Lo Incoma Tox
$1m  Onedime YTD crdil ndustment in 3QD7 for Progorty insursnco
$tm 3073 enewal of Insurance proriums kor Europe & Midde Easl
$im  Increase in Asis's 2008 taxes
{$1m) MCD UK plotiorms (SPML, PML and LMC) Geodwill amodizalion cosls
$2m) Minodly interast (u credil) far LBSF, Libro Holding 1, LB Lolin Amerca Lid and Da Shaw {hind party wondar
G33m) FD iation for Globa) ial rad! astele eged over 1 year ($14.0m) coroction in 30 os 2Q lacumsd additional depraciation for propotics Lehman does nol own
mojodly wling rights, parlially offsat by $11.6m in 30
@11 m)  Release of Logal Selllamant esana lor Mahor auction rmles maiter
(837 m}  MCD impaimmants (S44m 3Q07 . $6.7m 3008}
($2m)  Othor
$0m Brokemgg & Clogrencs - [nereass primarity dua to;
$25m Volumsg Increases: $17.0m Fuures, $4.0m Commodilies and Desalises, $1.7m FX $1.7m OTC ECN, $0.7m Bonds/Nales
$4m  IMD PAM Equily axetution via extemal vondors in 3QD3
$3Im  FXHedgo Impoct
S2m  NYSE & NASD TAF Rogusiocy accrual Irvo-ups in 3008
$im  MFS Shorng reciass into BCAE
(82 m) lefian Advisary Fees reciassifcation to Consulting Sanices
(83 m) DTC Ono Box Consalidation axpensa ralease in 2008
($8m) COPA expense In 3Q07
($314m)  Fulures - $9.2m resene release ang $5.1m roclassifeation of expenses to Conlra Revanno in Asis
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> Tax Analysis — Financial Review
_|
f 2008 2008 2008 2008
]—>| IST QUARTER 2ND QUARTER 3RD QUARTER UGUST YTD
ﬁ PRETAX INCOME 663,149 (4,086,676) (5,824,366} 9,247,893)
Z
-
0 TAX ATMARGINAL RATE 280,830 4235% (1419069 36.19% (2,018.528) 35.00% (3,236,763) 35.00%)
m STATETAX SAVINGS ON PORHGN EARNINGS (@ 734% ) (81,827) -£2.34%] 81,827 2.00%) - 0.00%) - 0.00%)
8 MARGINAL RATE AFTER GEOGRAPHIC MIX 199,003 © 30.01% (1,397,237) 34.19% (2,038,528) 35.00% (3,236,763) 35.00%
S .
(/)] L TAXDEDUCTIBILITY FROM STRUCTURAL ELEMENTS '
a‘ NON-DEDUCTIBLE MEA LS AND ENTERTAINMENT 1756 . 026% 7 0,02%) 1428 0.02%] 3892 004%
o NON-DEDUCTIBLE FOREIGN LOSSES - - 0.00%] 225,000 5.51% 175,000 3004 400,000 433%
o OTHER @53) . -00%%] ) 0,00% 103 0.00% 72) 0.00%
< 1,503 " 023% 225,789 $5.53% 176,528 3.03% 403,820 -437%
F-] IL TAX ADVANTAGED ASSETS .
I DIVIDEND RECEIVED DEDUCTION (10,086) -1.52%) (293 097 (1759) 0.09%] a47m 0,16%)
=2 MUNT INCOME _ (13989) .t :2.01%) (21.208) 0.52% 8.2 0.49%] (63,465 0.69%1
7‘2’ @4,075) D63% (24,140) 059% (39,028) 052% (78,243) 0.85%
g UL TAXSTRATEGIES i
o STRUCTURED TRANSACTIONS (2.639) - D41%) (20033) 04%%4 19,655 0.34%) (3.066) 0.03%|
3 GOODWILL AMORTLZATION - SPINAKER - . G0z (268) 001% (401) 0.01%] (669) 0.01%|
X GOODWILL AMORTIZATION - GRANGE (34N 0.05%] (47 001%) G40 0.01%) (1,041) 0.01%)
'5' TAX CREDITS FROM UNCONSOLDIATED SUBSIDIARY {1,660 * 025% (2.291) 006% (692) 0.01%] (4,650) 0.05%)
7 . ,702) 071% 22.939) 0.56% 18,215 431% (9426) 0.10%
(:5 V. TAX DEPARTMENT INITIATIVES - ’
- STATE TAX SA VINGS NON-NY INCOME (LEHMAN RE/ WHARF) @8 . 438 0.01%) - 0.00%) - 0.00%|
o TAX CREDITS (3,169} 0.48% (12:553) 031% (3,200) 0.05% (18922 020%)
2 APB2I (74,568) 11.24%] (10484) 026% (20,441) 035% (105.493) 1.14%]
9] DELAWARE & JERSEY BANK SAVINGS 7 © 000 [u) 0.00% . 0.00%) . 0.00%
(f (78,168) -11:79% {22,606) 0.55% 23,641) 041% (124415) 135%
= ‘
O V. FULL YEAR GAAP ANNUALIZATION ADJUSTMENT 85,787 1294% (85,787 2.10% - 0.00% . 0,00%
VL ADD STATE PROVISION (NET OF FEDERAL BENEFIT) o
NYS CAPITALTAX (10M) - 0.00%| 3250 0.08%) 1625 003% 4875 -0.05%]
OTHER STATES (5M) . 0.00%) 1,625 0.04% 313 0.01%) 2,438 0.03%)
LB BANK AND SUBS (@ 4%) . - 0.00%) 4472 0.11%) 3,798 D07 8267 -0.08%
- 0.00%) 9347 0.23% 6233 0.11% '15,580 0.17%)
| EFFBCTIVE TAX RATE BEFORE ONE TIME ITENS 179.348) | ardex aairsaz)| | s2.24% agor22) | 320k 3025447 [ 3276%
PILIMPACT OF FIN 48 8,383 134%) . DOWA - 0.00%) 8,883 0.10%
- ADJUSTMENT TO 07-00 AUDIT APPEALS (13,789) 208% - 0.00% - 0.00%) (13,789 0,15%)
g RESERVE - 16ZM ADJUSTMENT - c 0.00% 2,930 0.07% - 0.00% 2,930 -0.03%
i~ PENALTIES ON ASIA FIN 48 UABIUTIES - * 0.00%) 1,583 D.04% (648) 0.0I%) 935 - 001%
% NON CREDITABLE ASIA FIN 48 LABILITIES - ' _0,00'/. - 0.00%| 1,202 0,02%) 1,202 0.01%;
O STATE AUDIT SETTLEMENTS - 0.00%] - 0,00% (6,940) 0.1 2% (6,940) 0.08%|
o
P [EFFECTIVETAX RATE 174442] [ 2531% 11,313,060)) | 32.13%] (897807 [ 32.58%) 7.016,228)] [ 3283%]
S
o
N
[+]
N
()]
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Q3 *08 vs Q2 *08

9/9/2008 9:3i PM

3RD QUARTER 2ND QUARTER
2008 2008 VARIANCE
PRETAX INCOME (5,824,366) (4,086,676) (1,737,690)
TAX AT MARGINAL RATE (2038,528) 35.00% (1.479.064) 36.19%) (559,469 L19%
STATETAX SAVINGS ON FOREIGN EARNINGS (@ 7.34% ) - 0.00% 81,827 2.00% (81827 2,00%
MARGINAL RATEAFTER GEOGRAPHIC MIX (2.038.528) 35.00%] (1397.237) 3.19%] 641.291) 081%
L TAX DEDUCTIBILITY FROM STRUCTURAL ELEMENTS
NON-DEDUCTIBLE MEALS AND ENTERTAINMENT 1425 0.02%) 7 -0.02%| 74 001%
NON-DEDUCTIBLE FOREIGN LDSSES 175,000 -3.00%| 225,000 -5.51%) (50,000) 250%
OTHER 103 0.00%] 78 0.00%] 25 0.00%
176,528 3.03% 225789 553% 49261) 249%
IL TAX ADVANTAGED ASSETS
DIVIDEND RECEIVED DEDUCTION 1.759) 0.03% (2.932) 0.07%; 1,1m 0.04%)
MUNI INCOME (28.268) 0.49%) (21,208) 0.52%; (2.060) 0.03%
(30,028) 0.52% (24,140) 059% (5.888) -0.08%
L TAXSTRATEGIES
STRUCTURED TRANSACTIONS 19,655 D.34% (20,033 0.49% 39,688 D83%
GOODWILL AMORTIZATION - SPINAKER (401) 001%] (268) 001% (133) 0.00%
GOODWILL AMORTIZATION - GRANGE (347 001%) (47 0MY% . 0.00%
TAX CREDITS FROM UNCONSOLDIA TED SUBSIDIARY (692) 0.01% {2.291) 0.06% 1,599 0.04%!
18215 031% 22,939) 056% 41,154 087%
V. TAX DEPARTMENT INITIATIVES:
STATE TAX SA VINGS NON-NY INCOME (LEHMAN RE) - 0.00%) 438 201% (438) 001%)
TAX CREDITS (3.200) 0.05%; (12.553) 0.31% 9,353 £025%)
APBD) (20441) 0.35%) (10484) 026% 9.957) 0.09%
DELAWARE & JERSEY BANK SAVINGS . 0.00%] v} 0.00% 7 0.00%
(23.641) 041% (22606) 0.55% (1,038) 0.15%
V. FULL YEAR GAAP ANNUALIZATION ADJUSTMENT . 0.00% (85.787) 210% 85,787 -2.10%)
VL ADD STATE PROVISION (NET OF FEDERAL BENEFIT)
NYS CAPITALTAX (10M) 1625 00% 3,250 0.08%) .625) 0.05%
OTHER STATES (5M) 813 0.01% 1625 D04%, 12 0.03%)
LB BANK AND SUBS (@ 4%) 3.795 0.07% 4,472 0.4 1% {677} 0.04%|
6233 0.11% 9.347 023% (3,114) 0.12%
|EFFECTIVE TAX RATE BEFORE ONE TIME ITEMS { asonazn| | azarw| | aarnsa) | saaem srse)| [ osu
ONETIME ITEMS
RESERVE - 162M A DIUSTMENT . 0.00% 2930 Q0T% (2.930) 0.07%
PENALTIES ON ASIA FIN 48 LA BILITIES (648) 0.01%] 1,583 D04%! @231 0.05%)
NON CREDITABLE ASIA FIN 48 LIA BILITIES 1,202 0.02%) - 0.00% 1202 002%
STATEAUDIT SETTLEMENTS (6:540) 0.12% - 0.00%, (6,:940) 0.12%)
| EFFECTIVE TAX RATE | (1,897,607)] [ 32.58% 11,313,060 [ 3213% (584,547 { T 0.45%

LEHMAN BROTHERS

Income Taxes — Q3 2008
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Q3°08 vs Q3 ‘07

9/972008 9:31 PM

-

V.

Vi

3RD QUARTER 3IRD QUARTER VARIANCE
2008 2007
PRETAX INCOME (3.224.356) 1205178 (7,029.544)
TAX AT MARGINAL RATE 2.08.528) 38.00% 510034 | | sy 135%
STATETAX SAVINGS ON FOREIGN EARNINGS (@ 7.34%) . ot avsy 207 109351 907
MARGINAL RATE AFTER GEDGRAPHIC MIX .0)8528) 35.00% 401004 33371% (@ A3931) 1.73%
TAX DEDUCTIBILITY FROM STRUCTURAL ELEMENTS
ESE/00U . 000% Wi i [EE-T) 220
NON.DEDUCTIBLEMEALS AND ENTERTAINMENT 1425 amx 2084 e (€59) 0204
NON.DEDUCTIBLE FOREIGN LOSSES 175,000 -2.00%] . 000 175,000 2.00%
OTHER 103 0.0 1,310 0.11%) 1.208 0.41%]
176528 +303% 41921 A% 134,607 BSL%
TAX ADVANTAGED ASSETS
DIVIDEND RECEIVED DEDUCTION (RE 003 (10.7%) 2.m9 093%
MUN INCOME 8.29) 045% 13,0951 05.17) 1.57%)
([0028) 051% (2IRRY) (6.144) 2.50%
TAX STRATEGIES
STRUCTURED TRANSACTIONS 19,655 auy 18) s B 0l4%
QOODWILAMORTIZATION - SPINAKER {401 a0)% 163 0.01%4) {461 0,014
GOODWILL AMORTIZATION - GRANGE (37 a0 a0 009 s oo
TAX CREDITS FROM UNCONSOLDIATED SUBSIDIARY () | 0.15%) 026% 2466 027
18218 031% (9B17) OB2% 18,042 0.50%
YAX DEPARTMENT INITIATIVES:
INVESTMENT INCOME . 0.00%% | 98y 0.08%) 982 0.08%|
STATETAX SAVINGS NON-NY INCOME (REIT) . Q00%| (893 001%] 69 0.01%]
STATETAX SAVINGS NON-NY INCOME (LEHMAN RE) . Q00%] 15 o0% a5 00
STATE INVESTMENT CRED(TS {3.200) 0.05%] Qnun 2.25%) 3917 2 X%
AMORTIZATION OF FUEL INVESTMENT COSTS . a.00x! . 0% . 000%
Aman ) a3 (50,109 240 @668 25
DELAWARE & JERSEY BANK SAVINGS - Q.00%] 1,748 Q. [4%] },745) 0. |4%]
‘TAX RATEAFTER TAX DEPARTMENT STRATEGIES [e2F 11V} 0A1% {117,006} HN% 93,365 10.11%
FPROVISIONS FOR TAX EXPOSURES . 0.00%; 1589 L8 0 0.859) 0327
FULL YEAR GAAP ANNUALIZATION ADJUSTAMENT . 0.00%] 46007 IRe4 {46307y -3.84%
VIL ADD STATE PROVISION (NET OF FEDERAL BENEFIT)
NYS CAPITAL TAX(10M) 1625 oY, . 004 1685 007
OTHER STATES (3M) L4} ] -0.01%¢ . 000 M| <B01%
Ll BANK AND SUBS (@ 4% 3798 007% - g0y, 1.5 007
423 FRIEA 0.00%| 6233 <0.11%]
| FECTIVETAX RATE BEFORE ONETIME ITENS | asiond [ ok gizios| | ax| | eonsered [ s0s%
ONETIMEITEMS
NB - SALE OF CLEARING SERVICES (w/o COODWILL) . 0.00%] 10570 0874 (30.530) 0,67
B8 NJ AUDIT SETTLEMENT . 0.00% (lam 0.12%| 147 0.12%]
LBL HISTORIC956 . 0.00% 200 166 (8,000 .66%)
APB 23 - FRIOR YEAR TRUE UP (UK STATS) & RESERVEAD) . 0% (. 7994 .40 2.09%
UK DTA RATE CANGE PLUS PLC NOL . oo, 15000 L1 05,0003 .20%
VALUATION ALLOWANCE AGAINST FOREIGN DTA'S . 0.00%,| 11,40 1.48% (17,500 RE A
PENALTIES ON ASIA FIN 48 LIABILITIES (68 aol%
NON CREDITABLE ASIA FIN 48 UABILTIES 1200 -00%%; - noma 1202 FilixeA
STATEAUDIT SETTLEMENTS (694 o12% . noov, 699 012%
|EFFECTIVETAX RATE ] asrser) [ ansax siessi] |_sedrs| | aarssae] [ sasw

LEHMAN BROTHERS

Income Taxes - Q3 2008
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GAAP Income Statement

GAAP Lineg Q3 2008 Trend Quarter Trend A% Year to Date A%
Q308 Verss 9 Months Ended YTD '08
(3 in miflions) Jun '08 08 Aug'08 Q3 '08 Q2'08 Q108 04°07 Q3'07 Q2'08 Q307 2008 2007 vs, YTD '07
Revenues:
Commssions 195 209 165 569 639 658 688 674 -11% ~16% 1,867 1,783 %
Principal Transactions (126)  (1,484)  (3.663)  (5,273) (3.442) 773 1,776 1,612 53% nn (7.943) 7421 m
Investment Banking 228 250 133 611 858 367 831 1,071 -29% ~43% 2,336 3,071 «24%
Gross Interest and Dividend Income 2377 1,905 1,781 6,064 7,771 9,635 11,136 10,910 -22% -44% 23,469 30,557 -23%
Asset Managemen / O lher 138 145 150 432 414 438 45% 472 4% -8% 1284 1,281 0%
Total Revenues 2,811 1,025 (1,433) 2,403 6,240 12,370 14,890 14,740 -61% -84% 21013 4.4 -52%
Inlerest Expense (2,090)  (1,695)  (L.521)  (5,306) (6,908)]  (8.863) (10,500)| (10,432) .23% -49% 21,078) (29,247) -28%
Note: Net Inierest and Dividends 286 210 26} 57 863 771 637 473 -12% 58% 2,391 1,310 82%
L Net Revenues 721 (670) (2,954) (2.903) {668) 3,507 4,390 4,308 num nm (65) 14,867 nm
Non-Interest Expenses:
Compensation and Benelfts 720 548 €82 1,950 2,325 1.84t 2,164 2,124 -16% -8% 6,116 2,330 -17%
Total NonPersomnc) Rebated Expenses 340 332 259 971 1,094 1,002 997 | 97 -1% -1% 3,067 2,754 1%
| Total Non-Interest Expenses 1,061 880 981 2921 3,419 3.161 3,103 -15% -6% 9,183 10,084 -9%
| Tncoine béfore Taxes: il 40y {1550y ik (3,935)| dilit(s 1243 |I[I1hI (408 7) YRR > T2 T T MR R RUR ] Vi9 248) {4 B3NN, i
Taxes (102) {d65)  (1,331)]  (1,898) (1,313}, 343 e 45% am (3.036) 1,478 m
AN 238) kit (5; 0BS) i Gle0d)| Vithii @92 BN (@74 118861 |t ag7 I ITHHbR 2% il il i el G 2 X2y N ACS 3G 11l i

LEHMAN BROTHERS

GAAP Section - Q3 2008
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GAAP - Commissions

GAAP Lines Q3 2008 Trend Quarter Trend A% Year to Date A%
Q3 '08 Verss 9 Morths Ended YTD 08
(5 in millions) Tun'08  Jul'08 Aug'o8 [ Q3703 Q2'08] Quos  Q4a07[ Q307 Q28 _Q3'07 2008 2007 vs. YID'0'
NYSE 6 6 6 1 23 23 26 24 26%  -22% 67 56 19%
AMEX - - - - - 0 ] 0 m -100% [ o -87%
Cormmissions OTC 54 48 59 162 179 208 236 240 9% -32% 549 677 -19%
Regioral Canadinn & Other 88 104 5] 6 258 276 269 212 4% 16% 780 M43 128%
TMS Listed Agency 30 32 27 90 99 107 106 139 9% -35% 296 598 -50%
ITS Secondary 13 13 12 39 56 52 56 50 3% -B3% 147 141 4%
Security Commssions 191 205 160 556 §17 667 694 665 0% -16% 1,840 1,816 1%
Commodities 12 14 9 36 44 N a9 55 (9% -35% 121 122 1%
Muna! Funds 1 4 1 6 7 6 3 ] 2% 3% 19 14 35%
Options and Rehted 2 19 15 55 58 4 40 50 5% 9% 160 115 9%
Neuberger Exchange Commissions @ ©) 2 0 2 ) 2) ) -92% m™m [(}) (44) -97%
Sofl Dolr 20 @) Qo  (60) (60) (62) (6 (60) 1% 1% (182)  (152) 20%
St Arb Expense ((0) [(59] @) @3) (30); (39) (36) (39) -22%  -41% ©2) ©i) 0%
Transactional Expenses (32) 32) Qo) (83) 88 (104) ©9 ol 5% -17% @15y @8 &%
Commssions Other 0 [0} 0 (1) 1 0 0 0

By Segment Product

iR RTHI209 i 65

B KRR ERTIIHIR ST

i 6581 LI a8 (llife7dil

Exccution Services - Americas 57 61 a7 165 178 202 180 209 8% 21% 545 570 4%
Execution Services - Europe M kY] 30 99 121 139 153 136 [18%  -27% 359 378 5%
Exeeuion Secvices » Ast 20 21 12 53 60 56 68 47 SU% 4% 170 107 58%

Total Execizion Services 112 17 8 7 359 386 401 392 12%  -18% 1861 1,055 1%
Convertbkes 3 1 1 s 4 s (0) ) 24% nm 14 3} nm
Volalty 2 (2) 6 6 (0) a3 4 2 o 157% ) ) 12%
Equiy Strategies 1 0 2 3 (0) ©) () () m nm 3 ) m
Equiies Corporute 0 [()) 1 (0) 1) 2 6 (5) -§9%  -98% i ) am
Equzy BPM Divsion Stblotal 1138 1135 98 331 362 391 a1l 387 9%  .14% 1,084 1,039 %
Equiry Prime Services 17 21 18 55 5] 47 4] 55 8% 0% 153 137 12%
Equity Includlng Prime Services 134 136 16| 336 413 438 452 442 6% -13% 1237 1,176 5%
Equities Other (0) 0 (0) (©) 1 (8) 3 ) m_ 9% [v)) (26) -12%
[Tetal Equities 134 136 161 386 414 430 455 435. % 1% 1230 (150 7%|
[Tom! Rzed Income 10 [] 11 30 40 32 40 47 4% 6% 101 107 6%)
[Total IMD 51 [3 38 154 185 196 193 192 A% W% §38 526 2%]

e

[re&l Commissizns; 17

i i 0s:iENili208. il 165  itiis69 |

1674 |

C- 639!

R RS T A

2l
]!

E867ilkn 783

1
I
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GAAP - Investment Banking
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GAAP — Interest & Dividends
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GAAP — Asset Management/Other
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Dick Fuld
Lehman Brothers - Chairman, CEO

lan Lowitt
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Bart McDade
Lehman Brothers - President, COO
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Douglas Sipkin
Wachovia Securities - Analyst

Bill Tanona
Goldman Sachs - Analyst

Guy Moszkowski
Merrilt Lynch - Analyst

PRESENTATION
Operator

Good morning and welcome to Lehman Brothers investor conference call. At this time all participants are in a listen-only mode.
{Operator Instructions]. Today's call is being recorded, and if you have any objections you may disconnect at this time.

I would now like to turn the call over to Ms. Shaun Butler, Director of Investor Relations. Ms. Butler, you may begin.

Shaun Butler - Lehman Brothers - IR Director

Thank you for joining us this morning. Before we begin, let me point out that this presentation contains forward-looking
statements, These statements are not guarantees of future performance. They only represent the firm's current expectations,
estimates and projections regarding future events.

Thefirm's actual results and financial condition may differ, perhaps materially, from the anticipated results and financial condition
in any such forward-looking statements. These forward-looking statements are inherently subject to significant business,
economic and competitive uncertainties and contingencies, many of which are difficuit to predict and beyond our control,

For more information concerning the risks and other factors that could affect the firm's future results and financial condition,
see risk factors and management's discussion and analysis of financial condition and results of operation in the firm's most
recent annual report on Form 10-K and the most recent guarterly report on Form 10-Q as filed with the SEC. The firm's financial

TH

© 2008 Thomson Financial. Republished with permission. No part of this publication may be reproduced or transmitted In any form or by any means without the
prior written consent of Thomson Financial,

CONFIDENTIAL TREATMENT REQUESTED BY LEHMAN BROTHERS HOLDINGS INC. LBHI_SEC07940_042839



FINAL TRANSCRIPTY

Sep. 10,2008/ 8:00AM, LEH - Q3 2008 Preliminary Lehman Brothers Holdings Inc, Eamings Conference all

statements for the third fiscal quarter of 2008 are not finalized until they have filed in its quarterly report on Form 10-Q for the
third fiscal quarter of 2008.

The firm is required to consider all available information through the finalization of its financial statements, and the possible
impact on its financial condition and results of operations for the reporting period, including the impact of such information
on the complex and subjective judgments that will be discussed on today’s call, as well as estimates the firm made in preparing
certain of the preliminary information included in these remarks. Subsequent information or events may lead to material
differences between the preliminary results of operations described in these remarks, and the results of operations that will be
described in the firm's subsequent earnings release, and between such subsequent earnings release and results of operations
described in the firm's quarterly report on Form 10-Q for the third fiscal quarter of 2008.

Those differences may be adverse. Listeners to these remarks should consider this possibility. This presentation contains certain
non-GAAP financial measures relating to these financial —information relating to these financial measures can be found in the
morning's preliminary earnings press release which has been posted on the firm's website, www.Lehman.com and filed with
the SEC in a Form 8-K available at www.SEC.gov.

At the end of the call we will open the session to Q&A, and Bart McDade will be joining us for that portion of the call. | will now
turn the call over to Dick Fuld.

Dick Fuld - Lehman Brothers - Chairman, CEO

Shaun, thank you. | want to thank all of you for joining us today on what's clearly short notice.

H In light of these last two days, this morning we pre-released our quarterly results. We are also announcing several important
' financial and operating changes that amount to a significant repositioning of the firm, including aggressively reducing our
exposure to both commercial real estate and residential real estate assets.

These willaccomplish a substantial de-risking of our balance sheet and reinforce the emphasis on our client-focused businesses.
They are also meant to mitigate the potential for future write-downs, and to allow the firm to return to profitability and strengthen
our ability to earn appropriate risk-unadjusted equity returns.

1 will discuss the strategic actions we are taking to restructure and reposition the firm, and then the rationale for each. After my
comments, lan will discuss the mechanics of the various transactions, our results for the quarter, our remaining asset exposures
at the quarter end, and pro forma for today’s announcements and our current capital and liquidity positions.

This quarter’s loss was mostly due to the sales and write-downs of our residential and commercial real estate assets (technical
difficulty) extent, a slower business environment. Since the second quarter, there was a significant additional deterioration in
the credit markets, and with a disproportionate impact on the legacy asset classes where we had remaining exposures.

in addition, part of the move to more quickly exit the real estate positions further added to the losses. As you know over the
past few quarters our plan was to protect our shareholders, our capital and our franchise by maintaining strong liquidity and
exiting our real estate exposures in a measured way over time.

Losses created by these concentrated legacy assets have clouded the underlying value of our franchise. In addition, there's
been intense public scrutiny which caused us significant distractions among our clients, our counterparties, and also our
employees.

When you look at our segment performance, investment banking, fixed income and equities and IMD, our market share and
how we are winning mandates, you'll see that our client relationships remain strong. Now, | spent a great deal of time in this

m www.streetevents.com Contact Us
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quarter with our clients, our creditors and our employees. And while they continue to stand with us, we nevertheless cannot
put the strength of our franchise and their continued trust at risk.

The set of decisions announced today will best protect the core dient franchise, and create a very clean, liquid balance sheet.
So today we are taking a number of necessary actions. Here's the summary.

We put a concrete plan in place to exit the vast majority of our commercial real estate. We are reducing our residential and
leveraged loan exposures down to appropriate operating levels.

We are in the final stages of raising capital with sale of a majority stake in IMD. Strengthening our capital base — excuse me —
as we strengthened our capital base in June, protected our liquidity and are cutting our dividend.

We reshaped our human capital and product depth, expense base to these changing markets. Lastly, we implemented a series
of management changes, some of which you saw in the last couple of days. Taken together, these actions have quickly de-risked
and resized the firm. Let me just go through each in more detail.

Today we announced a plan to separate a vast majority of our commercial real estate assets from our core business by spinning
off those assets to our shareholders and to an independent, publicly-traded entity which will be adequately capitalized. The
spinoff improves our balance sheet while preserving value for our shareholders. The spinoff entity will be able to manage its
assets for economic value maximization over a longer time horizon, given the fact that it will not be a marked-to-market entity
but rather use held-to-maturity accounting.

This will preserve economic value for our shareholders. We also significantly reduced the residential mortgage and acquisition
finance exposures. In addition to the selldown of residentials over the course of this quarter, we are finalizing with BlackRock a
bulk sale of our UK residential assets (technical difficulty) sale within the next few weeks,

N

This will bring our total residential exposure down by approximately half since the second quarter. These remaining residential
assets have been significantly marked down, and are now at levels that imply a default and cumulative loss rates well abaove
the fundamental expectations. lan will provide further transparency here, including detail on how we are marking the remaining
positions.

Next, let me talk about our investment management division. (technical difficulty} more thorough review of this business and
reached out to third parties to validate the value proposition that we've been building. While IMD continues to have a strategic
connection to some of our other businesses, and adds diversification value to our earnings, we believe that we can capture

capital benefits of a partial monetization while also continuing to build value through a series of commercial partnering
agreements.

We are in the final stages of selling a majority stake in our IMD business. We've been running a process with selected strategic
and financial investors, and we expect to reach a definitive agreement on a transaction that appropriately values this attractive
asset and maintains a strategic relationship.

This will serve two primary purposes -- one, raise tangible equity capital for the firm on a cost-efficient basis; and two, maintain
strategic ties to the business through commercial arrangements and a large minority stake which will continue to give us a

significant amount of IMD's earnings into our income. Next, we are cutting our annual dividend to $0.05 per share to preserve
capital, given the near-term operating environment, '

We ended the quarter with more tangible equity then we started, and at a net leverage ratio of 10.6 versus 12.1 at the end of
the second quarter. We'll think about future capital by looking at the total equity capital ralsed from IMD, and by ensuring the
core Lehman Brothers after the commercial real estate spinoff has proper tangible capital to support our client franchise.
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Taking all this together, the spinoff of our commercial real estate assets, the significant reduction in our residential and acquisition
finance exposure, monetization of a majority stake in IMD, dividend cut, we will have what we believe to be a strong and clean
balance sheet which will allow us to focus on supporting our core client businesses. In addition to all of this, we remain committed
to examining all strategic alternatives to maximize shareholder value.

This firm has a history of facing adversity and delivering. We have a long track record of pulling together when times are tough
and then taking advantage of global opportunities.

1 believe as a firm we've made (technical difficulty) choices and we've put the changes in place. We are on the right track to put
these last two quarters behind us.

We will not be distracted from our (technical difficulty) which is protecting and building our client franchise, Today's strategic
actions, each of which is significant in its own right, taken together as a whole significantly reduces our remaining risk and
greatly improves our ability to create value for our shareholders.

So | want to thank our clients, thank our counterparties for their tremendous support during this period. Today we've taken
definitive steps and have put in place a credible plan. 1an, let me turn it over to you now.

lan Lowitt - Lehman Brothers - CFO

Thanks, Dick. During the past quarter we experienced significant market pressure and scrutiny around our legacy residential

and commercial real estate assets, and more recently, speculation around our various strategic alternatives. In the last two

trading days, this speculation has intensified such that it became prudent to release our results and darify our restructuring
- E plan early, recognizing the need to move quickly and decisively to resolve the overhang on our business.

Importantly, as we will discuss today, we ended the third quarter with a capital position and leverage ratios stronger than the
second quarter. Total shareholder equity increased 8% to $28 billion; we reduced net leverage to 10.6 times from 12.1 times,
and our Tier 1 capital ratio is estimated at approximately 11% versus 10.7% last quarter.

Today, | shall walk you through our restructuring around commercial real estate, residential mortgages, other asset exposures,
and our investment management divisicn, And then | will review our results for the quarter along with our current liquidity and
our operating model going forward.

1 will start with our commercial real estate initiatives. We face specific concerns with respect to our commercial real estate
exposure, which as you know is comprised of a large diversified portfolio of individually underwritten assets.

As of the close of the third quarter, our commercial mortgage and real estate held-for-sale positions totaled $32.6 billion, down
18% from the $39.8 million at the end of the second quarter, We have successfully sold down a significant amount of these
assets over the past few quarters. In order for us to realize fair value, buyers require lengthy asset-specific diligence on each
position.

Despite our success in reducing assets over the past few quarters, the current strategy does not accomplish the disposition of
assets quickly enough. To accomplish the goals of rapidly separating us from the legacy commercial assets and enabling our
shareholders to retain the value of this portfolio, we will be spinning off the commercial real estate portfolio from our remaining
business through the formation of Real Estate Investments Global or REl Global.

We expect to spin REl Global to our existing shareholders as an independently managed and traded public company in the first
quarter of 2009, This transaction will separate core Lehman Brothers from these legacy assets, and importantly it will enable
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shareholders to retain upside in this high quality asset portfolio, where the assets will be held to maturity or sold over time in
a disciplined manner to optimize value,

Moving on to execution, approximately $25 billion to $30 billion of commercial assets are expected to be transferred into RE!
Global. The exact amount of assets transferred will be determined after taking into account activity in this portfolio until the
spinoff is completed. We expect continued paydown and some additional dispositions over this period.

Pro forma for the transaction, our remaining commercial mortgage and real estate held for sale positions in core Lehman are
expected to be approximately $5 billion, The portfolio we expect to contribute to REI Global is highly diversified across regions
and asset types. By value, approximately 57% are in the Americas, 26% in Europe, and 17%in Asia. Approximately 58% are debt
positions, 26% are equity positions, and 169 are securities.

No property type represents more than 22% of the portfolio, with multifamily at 22%, and office at 18%. And lastly, we also
intend to include our SunCal and Archstone positions in this portfolio. This portfolio is currently marked at a weighted average
price of 85.

All assets will be transferred to REI Global and are carrying values as of the time of the spin. Our commercial mortgage positions
are carried at marked to market, reflecting all current market pricing information for each asset.

The real estate held-for-sale portfolio, consisting of assets across the capital structure, is booked at lower of cost or market as
we take write-downs on this book, but do not reflect market value gains until a sale event occurs. RE! Global will account for its
assets on a held-to-maturity basis and will be able to manage the assets without the pressure of marked to market volatility.
REI Global will not be forced to sell assets below what it believes to be their intrinsic value.

~. In terms of capitalizing REl Global, Lehman Brothers will contribute equity equal to 20% to 25% of asset value and provide debt
financing for the 75% to B0% of the total. So it will be capitalized at approximately three to four times debt to book equity,
which is consistent with other publicly traded real estate entities.

The firm will spin its entire equity interest in RE! Global to Lehman shareholders. Debt financing provided by Lehman Brothers
will be liquidity-neutral to Lehman as we currently fund these assets with long-term capital. To the extent we syndicate a portion
of the debt, this will have a positive impact on our liquidity.

In aggregate, this pool of assets generates significant cash flow, When combined with the normal course of asset sale activity,
these cash flows will be dedicated to paying down debt, managing the assets, and returning cash to REl Global shareholders
over time. Based on the expected assets to be contributed to REIGlobal, the portfolio is projected to generate cash flow through
interest income, paydowns, debt repayment, equity distributions, and asset sales.

We estimate cash flow for debt paydown of approximately $5 billion per year over the next three years. We expect rapid debt
paydown at REl Global, with debt to total assets decreasing from 75% to 80%, to approximately 50% within four years. Initially,
RE! Global expects to pay a modest annual dividend, but once leverage reaches a certain threshold, cash flows may allow for
additional distributions to equity.

We have conducted extensive stress tests on the portfolio, and are confident that REI Global has sufficient equity even in severely
stressed scenarios. For our stress test, we identified two year time periods from 1990 to 2006 with the largest declinein property

values for each property type in every geographic market where REl Global will own material commercial real estate assets, and
applied these declines to our current portfolio.

We believe these stress tests are conservative for several reasons. First, we are applying price declines to already marked down
positions, and applying worst-case scenarios for all regions and property types simultaneously,
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Second, we assume we sell our assets at the low paint of the stress scenario. And finally, our sample timeframe includes periods
of severe commercial real estate stress when there were significantly greater oversupply than the current environment.

We applied the stress test before any deleveraging of the portfolio which, given the expected cash flows, should be delevering
quite rapidly. Even under this extreme stress test, REl Global will be adequately capitalized and is not expected to result in
impairment to the debt.

Following the spinoff, our shareholders will hold shares of both Lehman Brothers and REl Global. Importantly, these actions will
enable our shareholders to benefit from the intrinsic value of our commercial real estate portfolio.

As part of an independent company without the need to mark to market, assets may be monetized in an orderly manner over
time, with more negotiating leverage and at prices which maximize returns. We've resolved all material execution obstacles
and are highly confident that we can complete this transaction in the first quarter of 2009.

Moving onto our efforts on the residential front, during the quarter we moved quickly to bring our residential mortgage exposures
down significantly, from $24.9 biflion in the second quarter, to $13.2 billion, a reduction of 47%. This includes a reduction of
approximately $4 billion in UK residential assets that we are formally engaged with BlackRock to sell.

Please note that since the BlackRock transaction will be completed after the close of the third quarter, it will be reflected in our
fourth-quarter numbers. Excluding these sales, our residential mortgage position as of the third quarter was $17.2 billion, a31%
reduction versus last quarter.

After these dispositions, our residential mortgage inventory will be $13.2 billion, of which approximately 32% of the assets are
P in less-risky asset classes, including $1.6 billion of Alt-A servicing rights, and $600 million of Alt-A AAA I/O securities, both of
which have negative correlations to deteriorating markets; and $600 million of reverse mortgages that have an LTV of
approximately 39%, $500 million in Asia, and approximately $500 million of assets across the US portfolio in vintages 2005 and
earlier.

The rest of the assets — and this includes the $900 miilion of the 2005 and earlier vintages — are as follows. $3.7 billion of
additional Alt-A exposure, marked at an average of 39 versus 63 last quarter; $1.6 billion of subprime and second-lien exposure,
marked at an average of 34 versus 55 last quarter; $3.6 billion of European exposure, marked at an average of 69 versus 83 last
quarter; $500 million of remaining ABS CDO assets, marked at an average of 29 versus 35 last quarter; and $500 million of
additional other US exposure which is marked at an average of 45 versus 48 last quarter. Overall, the US residential book had a
weighted average price of 59 at the beginning of the third quarter, and now has a weighted average price of 39, a decline of
20 points.

During the quarter we traded significant US residential assets, with sales of $5.5 billion and purchases of $3.2 billion, for total
trading activity of $8.7 billion. This market activity gives us confidence in the accuracy of our marks as of the third quarter.

We'd like to note that we believe current market prices reflect an exceptionally conservative valuation outlook for the US
residential market. At current prices, our US residential portfolio generates a 12% yield or approximately LIBOR plus 800 if
approximately 50% of the loans default and average recovery rates are only 40%,

This base case assumes national home prices drop 32% peak to trough, versus 18% to date, with California down 50% versus

27% to date. For a 0% yield and only principal repayment, over 80% of the borrowers would need to default with an average
35% recovery rate.

In our Alt-A portfolio, the assets would generate a yield of LIBOR plus 1000, with 44% defaults, LIBOR plus 100 with 63% defaults,
and a 0% yield at 79% of defaults, each with a 40% to 45% recovery rate. The current 60-day delinquency rate including real
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estate owned is 18% on this portfolio. So defaults would need to be 2.5 times the current delinquency rates for the LIBOR plus
1000 case, 3.6 times for the LIBOR plus 100 case, and 4.5 times for the 0% vield case,

In our nonprime portfolio, the assets would generate a yield of LIBOR plus 1100 with 59% defaults, LIBOR plus 100 with 76%
defaults, and a 0% yield at 85% defaults, each with a 20% to 303 recovery rate assumption. The current 60-plus day delinquency
rates including real estate owned is 23% on this portfolio, so defaults would need to be 2.5 times the current delinquency rates
for the LIBCR plus 1100 case, 3.2 times for the LIBOR plus 100 case, and 3.7 for the 0% yield case. So current prices imply extremely
severe additional deterioration in housing.

Our pro forma remaining $13.2 billion of residential assets are diversified across product type and region, with about 32% of
the exposure in servicing AAA I/O's, reverse mortgages, Asian exposure, and 2005 and earlier vintages. We plan to reduce this
position somewhat over the coming quarters, maintaining a balance sheet necessary to support the market-making opportunities.
Bid/ask spreads continue to be attractive, with multiple distinct business opportunities across secondary and distressed trading,
servicing and NPL management, as well as client advisory.

Regarding other exposures, our other asset-backed positions were reduced by 29%, from $6.5 billion to $4.6 billion during the
quarter, and we reduced our acquisition finance exposure by 42%, from $18 billion to $10.4 billion, which includes a 38% decline
in our high yield acquisition finance exposures from $11.5 billion to $7.1 billion.

Pro forma for the BlackRock sale and commercial real estate spinoff, our aggregate exposure to residential and commercial
mortgage assets, other asset-backed and acquisition finance will be reduced from $89 billion at the end of the second quarter,
to approximately $30 bitlion to $35 billion; so very significant progress in moving the legacy assets and creating a clean balance
sheet for core Lehman going forward.

Turning to the investment management division, today we announced our intent to sell 2 majority stake of a subset of our
investment management business. The subset includes our asset management, private equity and wealth management
businesses, but excludes our middle-market institutional business which will be folded into capital markets, and our minority
stakes in third-party hedge fund managers. This transaction has attractive capital and operating characteristics.

On the capital front, we will be receiving significant proceeds at closing. Additionally, goodwill on our books related to the
Neuberger business will be eliminated, resulting in an estimated increase of over $3 billion in our tangible book value and Tier
1 capital.

Following the transaction closing, IMD's operating results will not be consolidated. Given that we will be retaining a meaningful
interest in a subset of IMD, as well as 100% of the middle-market institutional business, and our minority investments in hedge
fund managers, the impact on our pretax earnings is estimated to be modest.

On a fiscal 2007 basis, the pro forma impact would have been less than 5% of the firm's pretax earnings. After closing, IMD will
have an autonomous governance structure from our investmentbanking and capital market divisions. However, IMD will remain
an important strategic platform for the firm.

The husiness will continue to operate under the Lehman Brothers and Neuberger Berman brands. Clients will continue to be
able to access all of the capabilities of the firm across operating units. We are in advanced discussions with a number of potential
partners for the IMD business, and expect to announce the details of the transaction in due course.

We realize that we have given you a lot to absorb with regard to the restructuring, but hopefully we have been able to clarify
some of the mechanics and rationale behind our initiatives. To help put our actions into perspective, taking into account all the
transactions we have announced today, our balance sheet exposures will be reduced to the following levels — approximately
$5 billion of commercial assets, approximately $13 billion of residential assets, less than $5 billion of other asset-backed positions,
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and approximately $10 billion of acquisition finance facllities which includes $7 billion of high yield facilities. We believe that
the Lehman of early 2009 will be significantly de-risked financial institution.

To reiterate, these actions represent the major components of the restructuring which, once complete, will allow Lehman to
emerge as a clean company and be able to thrive away from its legacy assets. This will aflow us to refocus our efforts on growing
our client-facing franchise. Additionally, core Lehman Brothers can be more fairly valued in the public markets, and we will be
better able to restore the confidence of our key stakeholders including equity investors, debt investors, clients, counterparties
and employees. We will be discussing core Lehman Brothers in greater detail in the section on our operating model.

Turning to our capital position, despite our third-quarter loss, we ended the quarter with a larger equity base and greater capital
ratios versus the prior period, driven by our June capital raise and a-decrease in risk-weighted assets. As of June 31, total

stockholder equity was approximately $28 billion, up 8% from the second quarter, and our long-term capital ended the quarter
at $143 billion.

During the quarter we reduced our gross assets by approximately 6%, from $639 billion to approximately $600 billion, and we
reduced our net assets by approximately 5%, from $328 billion to approximately $311 billion. We ended the quarter with gross
leverage of 21.1 times, compared to 24.3 times as of the second quarter, and our net leverage was 10.6 times versus 12.1 times
last quarter.

We estimate that our Tier 1 capital ratio under the CSC regulatory framework will be approximately 11%, and our total capital
ratio between approximately 16.5% and 17% as of August 31, compared to 10.7% and 16.1% at the second quarter, respectively.

Our third-quarter Tier 1 ratio is well above our target level, and the total capital ratio is well in excess of the 16% minimum
regulatory threshold.

Book value per share declined this quarter to 27.29, driven by the June capital raise and our third-quarter Joss. Additionally, the
sale of a majority stake in the part of cur IMD business, and the reduction in our annual common stock dividend from $0.68 a
share to $0.05 a share for an annual saving of $450 million, are both intended to give us greater capital flexibility going forward.

Turning to the third quarter, we posted our second consecutive quarterly loss with net revenues of negative $2.9 billion, a net
loss of $3.9 billion, and a diluted loss per share of $5.92. The loss was driven primarily by gross marked to market adjustments
of $7.8 billion, including a $5.3 billion gross write-down on residential mortgage assets, $1.7 billion related to our commercial
mortgage and real estate portfolio, $600 million on other asset-backed assets, and $200 million on our acquisition finance
facilities.

Gross marked to market adjustments were offset by $800 million of hedging gains during the quarter, and $1.4 billion of debt
valuation gains resulting in $5.6 billion in net write-downs. We also experienced approximately $716 million of principal losses
during the quarter, including approximately $380 million in fixed income, $320 million in equities, and $[50] million in IMD.

Gross write-downs of $5.3 billion on residential assets in the third quarter were driven by market factors, including rising
delinquencies and loss expectations, supply overhang concerns, and a continued difficult financing environment as well as our
own accelerated selling activity during the period. Net mark to market adjustments on residential assets totated $4.9 billion, as
hedges offset only 8% of gross write-downs.

The majority of our write-downs were in Alt-A driven by an increase in Alt-A delinquencies and loss expectations which were
specific to Alt-A prices and did not affect the performance of our hedges. Unfortunately there is no direct hedge for Alt-A assets,
as there is in subprime with ABX.

Our strategy around hedging is to break the exposures into spread and HBA credit exposure, We use ABX to hedge the HPA
exposure, and a combination of CDX, CMBX, single name financial CDS, and swaps to hedge the spread exposure. Our HPA
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hedges were ineffective as Alt-A prices dropped 20 to 25 points during the quarter, while ABX AAA on average dropped eight
points and ABX subs — that's AA through triple B- — dropped only four points.

And our spread hedges were also ineffective, as residential credit sectors widened significantly by 200 to 600 basis points while

-other spread sectors were more range bound. Qur corporate hedges, for example, widened only 35 basis points. This difficulty
in hedging and associated basis risk supported our decision to more rapidly decrease our residential assets this quarter, as our
best hedge is to reduce absolute exposure,

In the commercial market, gross marked to market adjustments totaled $1.7 billion, compared to 900 in the second quarter and
$1.4 billion in the first quarter of 2008.

Real estate values continued to come under pressure during the third quarter, mainly due to the weakening economy and the
lack of liquidity in the market. Our write-downs are driven by higher discount rates, changes in our exit capitalization rate
assumptions, as well as credit events related to certain properties. On a net basis, commercial write-downs for the quarter
totaled $1.6 billion.

Excluding net marked to market adjustments, debt-valuation gains and principal losses, our remaining revenues were $3.5
billion, implying positive pretax results of approximately $600 million and extremely trying circumstances. in investment banking,
revenues of $611 million were in line with a slower overall banking market, where estimated global market fees are down 25%
on an annualized basis, year over year. /

While underwriting activity was depressed across the debt and equity markets, M&A activity remained solid. We posted revenues
of $634 million in investment management. Our AUM was slightly down at $273 billion, versus $277 billion in the second quarter,
’ as market depreciation more than offset net inflows. However, management fees remain stable, quarter over quarter.

Total tMD revenues were done sequentially, driven by lower transactional activity in private investment management, and a
smaller contribution from our stakes in alternative asset managers. During the third quarter, we recorded a loss of $60 million
associated with our investments in hedge fund managers, compared 10 a gain of approximately $70 millicn in the second
quarter.

In capital markets we reported revenues of negative $4.1 billion, Excluding net marked to market adjustments, debt valuation
gains and losses on principal investments, our run-rate revenues in capital markets were $2.2 billion, or down 15% versus $2.6
billion in the second quarter on a comparable basis.

Despite a difficuit operating environmentin the third guarter, our underlying client franchises remained solid. On a year-to-date
basis, capital market client revenues, the internal operating metric by which we track client activity, were up 11% versus the
first nine months of last year. And while third-quarter client revenues were down 19% sequentially, this period results are
comparable to our average quarterly client revenue for full-year 2007.

In fixed income capital markets, the run-rate revenues were flat versus the second quarter at $1.8 billion. During the quarter
we had strong trading revenues in rates, foreign exchange and credit products. Overall activity levels remained robust year to
date, with particular strength in commodities, foreign exchange, securitized product and credit.

In equities capital markets, run rate revenues were approximately $425 million, down 43% versus $750 million last quarter.
While client revenues were down approximately 22%, run-rate revenues were impacted by trading losses and volatility products.

Cash equities and flow volatility activity generally remained strong in the US this quarter, with more pronounced declines in
Europe and Asia. Structured volatility activity remained depressed across regions given the weakening equity market worldwide.
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Prime services revenues and equities were also down from last quarter, mainly reflecting continued deleveraging among hedge
fund clients, and diversifitation of balances across brokers and not a lost clients. Year to date, the prime services business is well
ahead of 2007 revenues.

With respect to expenses, given the continued difficult overall market environment, we remain diligent on cost initiatives, with
notable developments during the quarter. We've reduced headcount by approximately 1500 positions since the beginning of
the third quarter in discretionary corporate areas, and those businesses which we believe are in secular decline. We expect small
reductions in staffing in our client-facing businesses, which should bolster our revenue capacity once we reach a more stable
part of the cycle.

Non-personnel expenses were $971 million in the third quarter, down 1% from the $1.1 billion in the second quarter. We've
identified a set of near-term cost reduction opportunities totaling $250 million in annualized cost savings before any additional
impact from potential divestitures,

Although we expect these savings in future quarters, it is important to note that with our third-quarter revenue run rate of $3.5
billion and third-quarter expenses of $2.9 billion, we are pretax-positive for the guarter excluding the markdowns, debt valuation
gains, and principal losses. | will now provide an update on our liquidity position, which remains very strong.

We maintained our cash capital surplus at $15 billion at the end of the third quarter. Our liquidity pool also remains strong at
$42 billion, versus a record $45 billion at May 31. The decline in this figure versus the end of the second quarter is strictly
attributable to our managing down our commercial paper outstandings, which ended the quarter at $4 billion versus $8 billion
at the end of the second quarter.

) Funding provided by our wholly owned banking entities also remained stable this quarter, with $47 billion of assets fundedin
~ our banks, versus $46 billion last quarter. And we have a focused effort to increase this amount in the coming quarters. In
particular, we expect amounts funded in our Utah-based industrial bank to increase going forward, as our three year de novo
period ended at the end of August.

As an update, on our secured funding positions, total tri-party repo was approximately $211 billion as of the third quarter, of
which $115 billionis treasuries and agencies. The remaining $96 billion of tri-party repo compares to the $105 billion last quarter
and includes $39 billion of collateral which is central-bank eligible.

The $57 billion of non-central-bank-eligible collateral compares to ${65] billion of non-eligible collateral last quarter, and includes
$25 billion of highly liquid investment-grade fixed income securities and major index-listed equities. Now, the $9 billion of
non-central-bank-eligible collateral is currently funded through repos with our own banking entities, versus $8 billion last
quarter.

The remaining $23 billion of collateral, half of which is client collateral, is covered more than 190% by liquidity pools available
to the broker-dealers. By comparison, last quarter our remaining collateral was $32 billion, and this amount was covered more
than 150% by liquidity pools available to the broker-dealers.

The average tenor of our non-central-bank eligible tri-party repo rermains broadly in line with the last few quarters at over 35
days. Nearly half of our total tri-party repo has a tenor greater than one week, and nearly 30% is over one month. Additionally,
we have maintained a significant overfunding position in tri-party repo of approximately $32 billion, versus $27 billion last
quarter.

Throughout the market volatility of the past six months, our liquidity and funding framework has served us extremely well, and
we remain focused on increasing the funding available in our bank entities and mitigating any liquidity risks to our secured and
unsecured funding positions. Through last night, our liquidity pool remained essentially unchanged at $41 billion.
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Let me briefly review our operating model going forward, as we focus again an core Lehman Brothers and executing our business
planin today's market environment. Despite difficult market conditions, essential client needs have not changed. With the need
for investment ideas, trading liquidity, and restructuring-advice increasing, our core business model remains strong.

We will continue to focus on the client franchise, looking to increase wallet share with a targeted group of global clients. Our
client franchise rests on a foundation of delivering intellectual capital through research and our commitment to idea generation,
as exemplified by our top-ranked research in both fixed income and equities, as well as differentiated service.

While the market has undoubtedly changed, Lehman's core competencies and culture remain as relevant as ever to the
marketplace. Importantly, our operating model going forward incorporates a number of significant attributes. We expect core
Lehman Brothers to be well-capitalized with anticipated leverage of 10 to 12 times, and capital to support a $300 billion net
balance sheet, slightly smaller than where we are today.

Clearly, a greater proportion of this balance sheet will be dedicated to client activities, as our real estate-related assets fall from
approximately 30% of our total inventory at the end of the third quarter, to approximately 5% under the spinoff scenario. Core
Lehman Brothersis intended to have less reliance on wholesale secured funding for our less-fiquid assets, and an increased use
of bank deposits frorn our wholly owned bank subsidiaries. And even under the scenario of limited debt-issuing capacity in
2009, we anticipate that core Lehman will have ample cash capital to sustain its business activities,

Under various revenue scenarios, we believe core Lehman Brothers can generate at least $13 billion of revenues, using a detailed
bottoms-up analysis by business and adjusting for the IMD transaction. This is reinforced by our run-rate revenues of $7.7 billion
for the second and third quarters of this year, excluding the marked to market adjustments, debt-valuation gains and principal
losses over the last six months, but including IMD for the period.

Our objectives in establishing core Lehman Brothers are to refocus our efforts on growing our client-facing franchise, while
restoring the confidence of our key stakeholders, including equityinvestors, debtinvestors, clients, counterparties and employees,
Additionally, we believe core Lehman Brothers can be more fairly valued in the marketplace.

Let me conclude by making the following points. We believe that the comprehensive plan we've outlined today directly addresses
the issues the market has been grappling with in recent weeks. We have introduced a solid plan and timetable to deal with our
remaining commercial real estate exposure. We have materially reduced our residential mortgage exposure, and marked our
remaining holdings to levels that make future write-downs unlikely, -

We have made significant progress in cleansing our balance sheet so that core Lehman can stabilize and ultimately grow and
thrive with a strong and clean balance sheet. We have maintained our strong liquidity and capital profiles even in this difficult

environment, and the potential sale of IMD further improves our capital position.

Our clients and counterparties have continued to stick with the firm, which has been instrumental in supporting our client run
rates, and we believe that core Lehman has the appropriate foundation to achieve sustainable profitability going forward.

That concludes the prepared remarks, and we would like to move on to Q&A.

QUESTIONS AND ANSWERS
Operator

Thank you. (Operator Instructions) Glenn Schorr,
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Glenn Schorr - UBS - Analyst

UBS. Okay, so a lot of moving parts, but 1 will try to stay focused on the key issues of the commercial real estate spin, the current
marks and Lehman's capital position after. So let me just check a couple things.

Tier 1 of 11% is as of the end of August. Is that pro forma with the Neuberger gain or not?

lan Lowltt - Lehman Brothers - CFO

No, that's not pro forma. That's our actual levels at the end of August.

Glenn Schorr - UBS - Analyst *

Okay, and then the $3 billion, it's worded interesting. So I've got to ask the question. The $3 billion tangible book value benefit,
what does it do for total capitalin Tier 17 What's Tier 1 pro forma Neuberger sale, or IMD sale?

fan Lowitt - Lehman Brothers - CFO

Well, | mean with the sale, clearly we remove the goodwill and that improves Tier 1 capital by over $3 billion. You know, we
don't want to speculate on exactly what the proceeds are going to be, but the —

DA Glenn Schorr - UBS - Analyst

s,

Okay, | don't need the proceeds, 1 just want to make sure that theoretically if tangible book value benefit is $3 billion, all else
equal your Tier 1 benefits by $3 billion?

lan Lowitt - Lehman Brothers - CFO

Yes, and to the extent that there's gains relative to the book value on an after-tax basis, that would increase it, But clearly, you
know, all of the indications are that we will be materially — the bids will be materially above the book value of — I'm sorry, the
goodwill value and as a consequence, minimally what will happen is that you gain over $3 billion as a result of the goodwill.
And there may be additional gains in Tier 1 based on whatever the actual price itself is.

Glenn Schorr - UBS - Analyst

Okay. So it's not a clear one to one, that's for sure.

Ian Lowitt - Lehman Brothers - CFO

Minimally, it clears out the goodwill.

Glenn Schorr- UBS - Analyst

Okay. And | know what the tax basis of what — at the time of the Neuberger transaction, but can you help us with the tax basis
of IMD?

| rouson  [———— Comact s
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lan Lowitt - Lehman Brothers - CFO

We would rather not go into that.

Glenn Schorr - UBS - Analyst

You'll wait tifl after the sale? Okay. So then, the REl spin, the marks are — I'm assuming that there — there was thoughts about
selling all of the commercial real estate assets and that you were exploring all options and you viewed this one better than
selling them at whatever the bids came in. But my gut is the bids came in well below the $0.85 average mark.

Reconcile that difference as that's — the difference is the equity that you are putting into the spin. So Lehman is putting in
somewhere between 5 and $7.5 billion of equity into the REl spin, if the percentage — the $25 billion to $30 billion times the
20% to 25% equity that you gave us. So is that all equity from Lehman or is any of that third party raised?

lan Lowitt- Lehman Brothers - CFO

Yes, | think that the way we would think about the alternatives with regard to the real estate is maybe a little different than you
described it. | mean, if we did try to sell the whole portfolio in a very rapid timeframe, you would clearly pay a very substantial
bid/offer spread on that. And the capturing of that value would essentially be value that was retained by the sharehoiders or
whichever the acquiring entity was. By creating the spin, we are obviously shifting the assets off our balance sheets, still to our
shareholders, but it's our shareholders that capture that value associated with the disposition of the assets over a period of
time, rather than locking in a known loss at this point.

* Glenn Schorr - UBS - Analyst

I understand, but the way the math looks is if you are going to inject equity to protect REl, and make people feel okay about it,
it's the equivalent of a 20%/25%.

lan Lowitt - Lehman Brothers - CFO

So we would in fact be contributing equity in exactly as you are describing. You know, that's in part to — the level of equity is
determined based on what you need to do to support the seller financing, and the amount of equity that we put in as you
described, in that sort of range.

Obviously, it's hard to know exactly what the asset levels are likely to be because we will continue to have dispositions and
paydowns over the remaining time, But that's sort of the range of it. Clearly we are holding a chunk of equity in our existing
Lehman against those exposures. So it's not as though there's a complete — so that obviously needs to be get factored into how
does that play through in terms of the capitalization of core Lehman,

Glenn Schorr - UBS - Analyst

| am with you. And then, are you able to tell us, ex-Archstone/SunCal what the average mark is on the rest of the portfolio?

fan Lowitt - Lehman Brothers - CFO

Well, the portfolio is at about 85 and the — SunCal and Archstone, which were 75 last quarter, have been marked down some
amount this quarter.
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Glenn Schorr - UBS - Analyst

Got it. And is the Archstone debt included in this, or is that part of the leverage lending?

lan Lowitt - Lehman Brothers - CFO

Archstone debt and SunCal debt would be included in the new company.

Glenn Schorr - UBS - Analyst
Okay. And then does it need shareholder approval, the REl spin?

Ian Lowitt - Lehman Brothers - CFO
No.

Glenn Schorr - UBS - Analyst

Okay, and then | guess the biggie after all this, if that equity contribution is being made across to RE! and some of it might have
been already theoretically in there against those assets, what doyou anticipate the capital needs of "good Lehman” or the more
de-risked Lehman, post spin? Because obviously you can’t fund the 5 to $7 billion equity injection into REl and maintain your
Tier 1 around where it is now.

fan Lowitt - Lehman Brothers - CFO

No, | think that — we think that clearly with — our capital position at the moment is strong. We recognize that with the REI spin
we are going to need to put equity into that.

But with the IMD sale and the proceeds associated with that, and the de-risking that goes on, in order to maintain our ratios
which is 10 to 12 on the $300 billion balance sheet, Tier 1 of sort of 11%, we are confident that we can maintain that. So we
would in fact be going down some amount of equity as a result of the spin. We will be increasing our equity as a result of IMD,

We will have much less risk on our balance sheet which would allow us to let our leverage drift up from, say, 10.5 times to, say,
12 times which would then leave you with a requirement for leverageable equity around $25 billion. And in order to maintain
the 11% Tier 1 ratio, we will be as a result of the de-risking, bringing down ourrisk-weighted assets. So wefeel thatin combination,
these things allow us to maintain our strong capital ratios within the construct of the set of things that we're doing now.

Glenn Schorr - UBS - Analyst

Okay. 1 should end there and let others have a chance. Thank you.

Operator

Michael Hecht.
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Michael Hecht - Banc of America Securities - Analyst

Banc of America. Can you guys help us ~ following up on Glenn's question just, | mean book value ended the quarter at 27 and
change. So you guys kind of run the numbers on what you think pro forma book value per share would be, post the REl transaction
and the IMD transactions?

Ylan Lowitt - Lehman Brothers - CFO

I mean, 1 think that — lots of things moving around with regard to that. You know, | think that you can compute itin part based
on how much equity we are going to shift over to REl and what that is as a share of the total common. And | think on the basis
of that you will get pretty close to the number, And then the remainder is obviously in core Lehman.

Michael Hecht - Banc of America Securities - Analyst

Okay, And then | guess, you talked a little bit about the — well, | guess how should we think about the impact you guys are
seeing on the client-facing franchise? | mean, how much of the 20% or so sequential decline that you mentioned some of the
run-rate revenues is from the client-facing side versus just some of the cyclical pressures? And then can you touch ontheimpact
you think you are seeing so far in September, especially given the pressure the stock has been under?

lan Lowitt - Lehman Brothers - CFO

I think that the — we think that the marketplace itself was sort of seasonalfy slow in the third quarter, and our estimates of that
are in the 10% to 20% range. So we think that - and the other indications we have don't suggest real share erosion. So we think
that broadly our activityis in line with what we think the marketplace has been, and I think that what we're seeing into September
is broadly similar.

1think over the last two days, obviously there's been more impact in terms of what's happened with the stock, what's happened
with our debt spreads. But we are obviously hopeful that in the description of what our plan is and being clearer about what
our quarter is and what we're doing going forward, and what we're planning with regard to IMD, that those stabilize and as a
consequence the impact on the client business Is more limited. And as a consequence of people getting excited about dean
Lehman and the fact that the plan actually separates us from our legacy assets, that we actually do have the platform to really
succeed and grow.

Michael Hecht - Banc of America Securities - Analyst

Okay. And then 1 guess the various issues [thrown] around the firm, can you just talk a little bit about the impact you're seeing
on morale, turnover, and then also senior managements relationship with the Board and how management and the Board is
currently weighing the cost of staying independent versus maybe selling out to a a larger player to help diversify the firms
funding mix and maybe restore confidence?

Dick Fuld - Lehman Brothers - Chairman, CEQ

Let me talk about that; this is Dick. First on employee morale, clearly we spent a ton of time over these last number of years
building a strong, very cohesive culture. As | said in my comments, we’ve been through adversity before and we always come
out a lot stronger.
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It would be foolish for me to say that all of our employees have gone through this period unaffected, because that clearly is not
the case. They've been distracted by rumors, they've been distracted a little bit by comments in the press which | mentioned
in my comments.

But | will tell you the employees of this firm are holding wonderfully and continuing to do their business day to day in a very
strong way, 2nd that culture is holding. As far as turnover, | see no indication of anything that would be abnormal at all. As far

as the Board, I'm not sure what you were asking me there. Were you asking me, what is the relationship of (multiple speakers)
.,

Michael Hecht - Banc of America Securities - Analyst

Yes, just a little perspective on how they are kind of viewing the various things going on and the different strategic alternatives
you guys are weighing including staying independent versus a potential outright sale.

Dick Fuld - Lehman Brothers - Chairman, CEO

Well, weve had a number of board meetings —~ some in person, some telephonic — over the last number of weeks and months.
A clear goal was to discuss ali of these which we've taken you through today, and all of the strategic options. I must say the
Board has been wonderfully supportive, clearly understand and understood each of those options and the implications of each
to the Firm.

As far as the last question about a sale of part or all of the Firm, | have always said that, if anybody came with an attractive
s proposition that made it compelling for shareholder value, that would be brought to the Board, discussed with the Board and
k evaluated. That has not changed.

Michael Hecht - Banc of America Securities - Analyst

Okay. | just have a follow-up on the investment-management business. | mean, one, just thinking about the sales structure, it
seems pretty unique. Can you give us a little more color on how you kind of sell 55% of something but yet kind of retain a
majority of the earnings contribution?

Then also, just looking at the flow trends in the asset management business in the quarter, | mean, overall pretty strong but it
looked like you had another $10 million of outflows from money funds after seeing $11 billion or so last quarter. Obviously not
a big revenue deal but | just wanted to get some color on what's going on there.

Then, if you had $11 billion in inflows overall, it implies some pretty strong inflows in some of the long-term products -~ maybe
just some color there, too.

lan Lowitt - Lehman Brothers - CFO

Sure. Yes, | think as you point out, the investment-management business is doing well through this period and on a net basis,
we are seeing inflows. You know, there are outflows in the money market product, but to your point, that doesn't have a lot of
impact on revenues.

You know, with regard ta how this plays through, clearly when you think about the IMD segment, it includes the middle-market
institutional business, which we are retaining, the minority stakes, and then it also, if we were going to move forward with this
in this form, we would obviously retain our share of whatever the earnings are of the portions of IMD that we are selling off in
this form.

www . streetevents.com Contact Us

© 2008 Thomson Financial. Republished with permission. No part of this publication may be reproduced or transmitted in any form or by any means without the
prior written consent of Thomson Financlal,

CONFIDENTIAL TREATMENT REQUESTED BY LEHMAN BROTHERS HOLDINGS INC. LBHI_SEC07940_042854



FINAL TRANSCRIPT

Sep. 10. 2008/ 8:00AM, LEH - Q3 2008 Preliminary Lehman Brothers Holdings Inc, Eamings Conference Call

So the combination of those things, retaining two of the revenue streams and earning streams at 100%, and then a little bitless
than 50% of the earnings streams that we seli, (inaudible) how the pretax impact of this is the levels that we indicated in the
remarks.

You know, the way in which one would essentially establish this is we will have to create a separate entity, which is our IMD
business, and then that will have separate governance associated with it. But 1 think a lot of the value how it integrates into the
rest of Lehman Brothers. While that will now be done on a probably more formalized basis with service-level agreements and
things of that kind, we are confident that that's the best way to get the most value out of it, both for sort of core Lehman as well
as for the investor.

Michael Hecht - Banc of America Securities - Analyst

Okay. Thanks a lot, guys.

Operator
Mike Mayo.

Mike Mayo - Deutsche Bank - Analyst

Deutsche Bank. | have one general question but with some specifics. So, the real issue I'm trying to get my arms around is what
are the remaining marks that you have on your real estate exposure? So | guess | will start with the residential real estate. lt's
down to $17 billion, and you sald it will decline by another $4 billion with the pending sale to BlackRock. Are the marks for that
pending sale in the third-quarter results? If not, what kind of marks might we expect in the fourth quarter?

Bart McDade - Lehman Brothers - President, COO

Mike, it's Bart. A significant amount of the marks for the pending sale have been taken in the third quarter,

Mike Mayo - Deutsche Bank - Analyst

But there's still some in the fourth quarter?

lan Lowitt - Lehman Brothers - CFO

Yes, there's probably some in the fourth quarter, based on where the final pricing comes out.

Mike Mayo - Deutsche Bank - Analyst

Okay. To what degree have you provided seller financing?

lan Lowitt - Lehman Brothers - CFO

On the BlackRock transaction, we will be providing seller financing probably at the 75% level. There's cash sweep features that
create additional protection for us, but we will be providing seller financing on that transaction.
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Mike Mayo - Deutsche Bank - Analyst

Of the remaining $13 billion, how aggressive might you be in off-loading that?

lan Lowitt -Lehman Brothers - CFO

We think that there are a couple of additional trades in Europe that are currently being contemplated, which would reduce that
exposure some amount beyond that, But 1 think we feel our objective is to run this business in and around $10 billion over a
period of time, 50 we are not anticipating aggressive additional dispositions. Obviously, we will continue to buy and sell assets
but that's probably the level that we're hoping to operate at.

Mike Mayo - Deutsche Bank - Analyst

Okay, so residential real estate is mostly where you want it to be with these pending transactions?

Bart McDade - Lehman Brothers - President, COO

That's correct, Mike, [ think, if you looked at, and fan gave you a flavor for the diversification now in the book, it really feels like
a set of trading books that [aren't] appropriate size to operate in these markets.

Clearly, we're going to continue to trade out of assets that we see having less value and try to acquire, in the trading activity,
assets that, in the flow, assets that have more value. But across the board, US and Europe, it now really looks and feels and is
operating as an active trading book.

o~
. .

Mike Mayo - Deutsche Bank - Analyst

Solet's just accept what you're saying as absolutely correct. That implies the main issue Is the lingering commercial real estate
exposure. | appreciate the breakdown, how much it's been marked down in each of the subcategories of residential, but you
didn't give us that same breakdown for the commercial real estate exposure. At a minimum, whole loans are two-thirds of the
commercial mortgages. How much have those whole loans been written down?

lan Lowitt - Lehman Brothers - CFO

Well, | think that, last quarter, we said that, within the whole loans, the seniors were in the mid-90s. Now they are sort of in the
very low 90s and the mezzanine piece, which was in a very high 80s, is now in a very low 80s.

Mike Mayo - Deutsche Bank - Analyst

Okay. Then more conceptually, why do you need more capital? | mean, | can answer this question, but you said you capital ratios
— tier 1in total — are well above the minimums, yet at the same time you are raising tangible equity by $3 billion. So thatimplies
you need some additional capital.

Is one way to think about this is that the remaining marks on the commercial real estate are maybe $7 billion, because that's
what you need to capitalize REl with?

I
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lan Lowitt - Lehman Brothers - CFO

No, I think that would be absolutely the wrong way to think aboutit. The way | think you should think about it is we are basically
going to be spinning off a series of assets at much, much lower leverage ratios than the leverage ratios we want to operate with
in aggregate. So if we want to operate in aggregate with a leverage ratio of 10 to 12, and then you spin off a chunk of your
assets and you're leveraging that at 3 to 4 times, then a consequence of that is you need to or you want to have more tier 1
capital in order to maintain your leverage ratio in that sort of 10 to 12 range rather than have it increased more than that. So |
think that's the predominant way to think about that.

Mike Mayo - Deutsche Bank - Analyst

Then as a follow-up, to the extent you might need $7 billion to capitalize that entity, and you'll get $3 billion with the spin of
part of IMD, how would you get the other $4 billion?

tan Lowitt - Lehrnan Brothers - CFO

Well, we don't feel that we need to raise that extra amount to cover the $7 billion, because you will have less sort of leverageable
equity in core Lehman than in, you know, where you are at the end of this quarter. So at the end of this quarter we are at 29.5,
basically, of leverageable capital.

The amount that you need in the remaining core Lehman, given that it has $300 billion of assets and you're going to lever at,
say, 12to 1, is only sort of 25 times. So you could actually have your leverageable equity come down some amount and have
the $5 billion to $7 billion sitting in the real estate entity and still be well-capitalized within sort of the remaining core Lehman.

Mike Mayo - Deutsche Bank - Analyst

Last question - it will be debated on probably many phone calls today, but what last statement can you say to give comfort
that there aren't major additional marks in the commercial real estate before the transfer — before the REl spin? Dick, maybe
you can respond to that, because this is | think that is the issue right now.

Dick Fuld - Lehman Brothers - Chairmon, CEO

You're talking about strictly the commercial real estate?

Mike Mayo - Deutsche Bank - Analyst

Yes, just commercial real estate,

Dick Fuld - Lehman Brothers - Chairman, CEQ

We had a number of sales this last quarter, and it's been a very hard — I think actually lan spoke about it ~ a very hard stress
analysis at the losses though that we did incur were more limited and driven in part to the increase in yield expectations among
investors. We do not envision large write-downs in the commercial real estate portfolio, given the current market.

Mike Mayo - Deutsche Bank - Analyst

But the CMBX declined a lot this quarter. Can you help reconcile the two thoughts?
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lan Lowitt - Lehman Brothers - CFO

1 think CMBX actually tightened a lot last quarter, and there were no gains associated with itis our portfolio is almost exclusively
floating-rate. So there's really no real impact on our real estate position as a result of the CMBX. | think that clearly there's an
enormous amount of attention from — In our auditors and others around our marks with regard to the real estate. You know,
as we spin it off, we're going to be filing of Form 10, we're going to have the audited balance sheet associated with that.

To Dick's point, we sold a lot of real estate last quarter and this quarter, and our sales are in and around our marks, which again
gives us comfort that, even in a difficuit environment where people are looking to take advantage of the fact that we are
obviously looking to reduce our exposure quite quickly, the fact that we are selling in and around our marks over many, many
billions of dollars of transactions and many, many different accounts and many, many different positions, that again gives us
comfort that the marks that we maintain and the levels at which we will be transferring these assets into the new entity are
essentially the right levels.

Mike Mayo - Deutsche Bank - Analyst
Okay, that's helpful. Thank you.

Operator

Douglas Sipkin.

Dougtas Sipkin - Wachovia Securities - Analyst

Wachovia.Just one follow-up on some of the discussion, and then just a general comment about the recent government activity.
I'm just trying to understand the book value implications for the spin into the commercial business. | know a couple of other
analysts have highlighted about $6 billion to $7 billion in equity basically transferring over in. | mean, is there going to be a
significant book value implication from this transfer? I'm just not clear on that.

lan Lowitt - Lehman Brothers - CFO

1 think we would say that, if it was the $6 billion to $7 billion, it would be $6 billion to $7 billion out of the $19 billion of tangible
bookthat we actually operate with, and that would give you a way to split the book value that we think goesinto the new entity
and the book value that remains.

Douglas Sipkin - Wachovia Securities - Analyst

So you've identified $3 billion of | guess essentially goodwill coming back, because you're selling a majority stake in Neuberger
Berman, but that doesn't account for any potential gain that might exist. Is that correct?

lan Lowitt - Lehman Brothers - CFO

That is correct.

T
— Comact
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Douglas Sipkin - Wachovia Securities - Analyst

So arguably, that $3 billion could be, depending upon the pricing — | mean, a considerable amount higher | would imagine,
even though it's probably a challenging environment to sell a piece of an asset-management business, the AUM fevel is
substantially higher from when you first bought it. Isn't that correct?

lan Lowitt - Lehman Brothers - CFO

Exactly right, so | think you're thinking about it exactly the right way.

Douglas Sipkin - Wachovia Securities - Analyst

Then just a general question, and | know it's kind of early into the government action over the weekend. What are your views
on theimpact that's going to have on your business? Have you seen any tangible impact of that already? | know agency spreads
have rallied. Just generally speaking, what do you think that can potentially do over the next three to six months to the mortgage
markets?

Bart McDade - Lehman Brothers - President, COO

Doug, it's Bart. | think we would argue the event itself was extremely constructive from a point of view of hoth the specific

actions around the capital market’s affect on the capital structure of Fannie and Freddie, but as significantly, the notion of and

the actions of the treasury to move into using the balance sheet and actually acquire mortgage assets we thought was equally
P impactful. So we were very constructive. We have held a number of research calls in from the risk side. We are very constructive.
o That was a very significant event, not only for the companies but for the markets as a whole.

To answer your question what's happened, a lot of market experts have seen it; we've seen a change in pesitive psychology, a
slightimprovement. We were not expecting that it would be an over-night affect, but over time, the impact, the positive impact
of both of the events we think does lead to more constructive and more liquid markets, which is what we all need.

Douglas Sipkin - Wachovia Securities - Analyst

Then justa follow-up, I mean, obviously, there’s a pretty substantial backlog of debt that needs to get refinanced. Any view as
to when maybe that business can start to open up again? it's possible this action helps, or any viewpoint as to when it may
come or does it just require a little bit better tone around the economy?

Bart McDade - Léhman Brothers - President, COO

I think, if you're speaking to — you are speaking to the securitized markets or you're speaking {multiple speakers)?

Douglas Sipkin - Wachovia Securities - Analyst

No, no, like just debt finance — | mean you guys always talk about there's a huge backlog of refinancing and there’s a lot of
money on the sidelines. I'm just talking sort of corporate debt.
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lan Lowitt - Lehman Brothers - CFO

We thinkit's obviously helpful at some level, butl think that more stabilization is probably necessary to be able to address what’s
already a lot of buildup.

Douglas Sipkin - Wachovia Securities - Analyst

Great, thanks.

Operator

Bill Tanona.

Bill Tanona - Goldman Sachs - Analyst

Goldman Sachs. Good morning. i guess the first question is are you guys providing financing for the investment management
sale?

lan Lowitt - Lehman Brothers - CFO

You know, we are expecting bids back very, very soon, and we will see, as a result of what comes back, whether that's necessary,
butit's not currently anticipated.

)

Bill Tanona - Goldman Sachs - Analyst

Okay. Then | guess, in terms of understanding, | know somebody else had already asked the question but | guess | just don't
understand the financial impact of the sale. Will this still be consolidated, considering that you are retaining the majority of the
pretax income, or how should we think about the revenue impact as a result of this sale? Because | just don't understand how
you guys can sell 55% yet retain the vast majority of the pretax income.

lan Lowitt - Lehman Brothers - CFO

No, [ think you are right that we would not be consolidating, and I think that maybe I can darify on this question sort of what's
happening there.

It's actually, you take the whole segment and divide it into a piece that's being sold and a piece that isn't. The piece that isn't
being sold obviously just stays inside Lehman Brothers and gets incorporated in predominantly into our Capital Market segment.

For the piece that we are selling, we won't be consolidating that, and that represents a small piece of the earnings but actually
a larger fraction of the revenues. So we think that the revenue impacts might be quite a bit larger in that sense, but that the
pretax effect is more muted in part because the margins on the pieces that we're selling are lower than the margins on the
pieces that we're keeping, and then, of the pieces that we're selling, we're still going to retain 45% to 49% of those earnings.

Bill Tanona - Goldman Sachs - Analyst

Okay. ! guess, taking that a step further in terms of thinking about the run rate that you guys provided, exit these write-downs
this quarter at $3.5 billion, what would be kind of the run rate pro forma for this sale of the investment-management division
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as well as the transfer of the assets to the new co., considering that was | guess $5 billion of cash flow a year that you guys had
indicated?

lan Lowitt - Lehman Brothers - CFO

Yes, we think that 2008, excluding the marks and excluding our IMD, the runrate, pre the debt valuation, is 14.6, so that includes
the earlier time periods. But essentially what we're forecasting for next year is a little bit lower than what we've had for the full
year, but it’s obviously in line with what we have for the last two quarters.

Bill Tanona - Goldman Sachs - Analyst

But does that exclude the cash flows from the spinoff of the new co.? Because I'm trying to understand that $5 billion in cash
flow and the paydown in debt being reduced to 50-50 over the course of four years and the impact that might have on the
revenues as well.

fan Lowitt - Lehman Brothers - CFO

Yes. Actually, what we're doing with a fot of the cash flow that comes in is using it to just mark down the bases, so the impact
on our revenyes of that is not significant. A lot of the reduction in our commercial positions is coming down as a result of sort
of paydowns, So part of the reduction this quarter is the result of paydowns. They don't go into revenue; they just enable you
to reduce your balances within commercial. So that was between $1.5 billion and $2 billion this quarter.

¢ "~ So the run rate that we are seeing of sort of paydowns is actually consistent with what's forecast from a cash flow perspective
going forward.

Bill Tanona - Goldman Sachs - Analyst

Okay. Then in terms of there's a fot of questions on the marks of the portfolio. Will there be an independent firm that actually
verifies the value at which these commercial real estate assets are actually being put into this new hold co.?

lan Lowitt - Lehman Brothers - CFO

There will be audited financials as part of the Form 10 filing.

Bill Tanona - Goldman Sachs - Analyst

Okay. Then just lastly, in terms of buying shares, you look at the stock trading right now at about a third of book value; it has
been for a while. We really haven't seen much in the way of senior executives buying the stock. | assume part of that is because
of your involvement around some of these transactions. | guess, going ahead, what is it going to take to kind of see some of
the senior executives purchasing stock down here as a sign of confidence?

lan Lowitt - Lehman Brothers - CFO

Yes, | think the reason is obviously there's been a great deal of nonpublic and material information which has precluded any of
our senior executives from buying any stock. We also have not been using the Firm's capital to go into the marketplace and
buy stock because we feel that preserving capital in this environment is the most important thing that we can actually do. So,
I think that's really all of the dynamics around the stock.
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Bill Tanona - Goldman Sachs - Analyst

I guess, going forward, what would it take to get senior executives to be purchasing stock?

lan Lowitt - Lehman Brothers - CFO

I think we need to be in a circumstance where there isn't any nonmateriat public information that is precluding us from doing
that.

Bill Tanona - Goldman Sachs - Analyst
Okay, thanks.

fan Lowitt - Lehman Brothers - CFO

1think we have time for just one more question, because we wanted to conclude this before the markets actually open.

Operator

Our last question comes from Guy Moszkowski. Please state your company name.

Guy Moszkowski - Merrill Lynch - Analyst

I'm with Merrill Lynch. Is it correct to assume that REI will be structured as a REIT? And is that why it won't be subject to mark
to market?

lan Lowitt - Lehman Brothers - CFO

It's not going to be structured as a REIT, and it won't be subject to mark to market because it's going to be just on a
held-to-maturity basis and the discussions that we've had have confirmed that that's the way in which it will be treated.

Guy Moszkowski - Merrill Lynch - Analyst

Okay. Just switching to IMD, is there something contemplated in the way this will be structured which will enhance the retention
of IMD personnel?

lan Lowitt - Lehman Brothers - CFO

| think the retention of IMD folks is a critical element of the structuring, so that's something that both we and whoever the
acquirer is would be very, very attentive to.

Guy Moszkowski - Merrill Lynch - Analyst

So presumably that will be included in the economics and would probably affect the price to some extent?
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lan Lowitt - Lehman Brothers - CFO

Yes.

Guy Moszkowskl - Merrifl Lynch - Analyst

Has there been any change in how you calculate your debt valuation gains in the quarter? Because for the period up to the end
of August, we couldn't see a degree of spread widening in your debt that was commensurate with the scale of the gain.

lan Lowitt - Lehman Brothers - CFO

Yes, | think we mark off the cash curves in the US and also in Europe for the European debt. We could certainly show you those
numbers.

Guy Moszkowski - Merrill Lynch - Analyst )
Ckay, that might be helpful. Maybe | will follow-up later,
Then finally, with the big spinoff of the CRE assets, and you did talk about generally rightsizing businesses internally, can you

give us a sense of how you are sizing personnel and capital commitment of that business going forward, relative to kind of the
run rates of commercial real estate over the last couple of years?

lan Lowitt - Lehman Brothers - CFO

Sure. | think we're looking to migrate that business from, you know, to one which is much, much more focused on advice and
restructuring advice. To the extent that there is sort of investment within the business that would be done really through the
private equity investment funds, not on balance sheet. So | think thatis the principle ways in which we are thinking of restructuring
that business.

Guy Moszkowski - Merrill Lynch - Analyst
Okay, that's helpful. Thank you very much. Thanks for doing the call this morning.

lan Lowitt - Lehman Brothers - CFO

Well, thank you all for joining us on short notice. Obviously, there were a lot of questions; we got through a lot of important
stuff. I'm sure there will be follow-up questions that you and others have. We are obviously ready to deal with those questions
and at your disposal. We would like to close by thanking our clients, our employees, our investors and our counterparties for
standing with us.

Operator

That concludes today's call. Thank you for participating. You may now disconnect your line.
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