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Mark to Market Adjustments by Asset Class 

Q3 '08 __ Q2'08 Q1 '08 

$billions Gross Net Gross Net Gross Net 

Residential Mortgage-Related Positions ($5.3) ($4.9) ($2.4) ($2.0) ($3.0) ($0.8) 

Other Asset-Backed (Non Resi) Related Positions (0.6) (0.5) (0.4) (0.4) (0.2) (0.1) 

Commercial Mortgage and RERelated Positions (1.7) (1.6) (0.9) (1.3) (1.4) (1.0) 

Acquisition Finance Facilities (0.2) (0.0) (0.3) (0.4) (0.7) (0.5) 

Subtotal (7.8) (7.o) (4.0) (4.1) (5.3) (2.4) 

Valuation of Debt Liabilities 1.4 1.4 0.4 0.4 0.6 0.6 

Total ($6.4) ($5.6) ($3.6) ($3.7) ($4.7) ($1.8) 

LEHMAN BROTHERS Overview - Q3 2008 

YTD'08 

Gross Net 

($10.7) ($7.7) 

(1.2) (1.0) 

(4.0) (3.9) 

(1.2) (0.9) 

(17.1) (13.5) 

2.4 2.4 

($14.7) ($11.1) 

9/1112008 2:07 PM 
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0> 
<n ...., 

AlbcComp 
AllocN>E 

A.llo~Comp 

Alb<Comp 

Alk>cComp 
AllocNPE 

AJ»<Comp 
AllocNPE 

AlklcCOmp 
AllocNPE 

Al1ocComp 
AJJocNPE 

AJloGCOmp 
AllocNPE 

AllocCo~ 
AllocNPE 

Lehman Brothers 
fre-Tax 
)3 

BPMReYGlUICS 

BPMEipenses 
OiredConlP 

S. Oired:NPE 
TotJIDlncts 

BPMA!Ioc.ttioru; 
CCrDpAllocalloh 
NPE•.uaeation 
Tota\AJioc.' 

I Capital Markets I I Banking ~ C Investment Management I 
total 

..!:2. 
4,t8U) 

..,.., 
198.44 
737.06 

326.27 
21e.~ ...... 
864.00 

~ 
1,342.06 

E-
2B0.70 
16f>J8 

447.08 

195.21 
15528 
350.-49 

475.92 
321.6ti 

total .---
""""' uan: .... 

[4,321 

119..33 
364.82 

1,1&4.15 

521.oC8 
4l4.CO 
ISS.49 

- ~~ DlvisionEhminatio~ 

l5l.! 181.21 265.7 

312.52 
56.49 

186.83 
85.97 

2n.79 

010 
010 

(115.77) 
26.$1 

(142.28] 

312.52 
57.19 

369.71 

7t.06 
l59.45 

130.51 

Private AsW 
Equ!tyU..~ 

'111.2' 

62.81 

26.62 ... 
36.21 

1!2.1 

,.,, 
7:l14 

31326 

(69.68) 
18.65 

(41.03) 

~ 
.,J ...::: 

7U 

=n 
12.31 

386.07 

(43.07) 
38.25 

(4.82) 

total total 
Global Qobal 

Tr.Ming PMcipal 

5trMie5 Stqtegie! 
142CI.S) _.1!5.1: 

(69.56) 
1.n 

(66.8.1) 

5.25 
3.31 .... 

1'>54) 
>47 
1.93 

4.61 
2.(11 .., 

total 
Direct 

PI'Wlapal 

~ 
13.5 

{1).07) 
028 

1.10 
0.39 

1.49 

total 
Glclllll 

Opp-

~ 
u 

10.66 
0.90 

11.56 

2.o2 
1.11 

3.13 

total total 

PIP Mort!J'go 
COrporate CaeltJI OMsian 

13.8 O.:J 

7JJ7 
0.59 
7.66 

0.15 
0>1 .... 

74.,2 ..... 
129.10 

(67.33) 
60.67 

(121.99) 

total -0.0 

0.01 

0.01 

0.00 
0.00 

0.00 

total 

-O!fi<e 
0.4 

4,5,7.45 
371.43 

cso12n 
t374.11 
(875.37) 

total 

""""""" 1.5C2.9 

.... 
33.00 ..... 
.... 

10C.OJ' 
(98.09) 

~~: ~~:: (~~ ~: :~ ~~:;: ~~ 'S:~;J ::: ~:~ ~~:: ~~ ~:~ ~-:.: ~~::;) ;~::-
,1n.tiJI 6111.81 141. sou.n 99.02 z11z.n 381.25 sru:a a..!l4 1.1U 1cm tl.11 1.10 o.at <Mi.u Z'9.41 

on 012 0.12 

~ 
~ 
___ru103.141 

1,950.41 
970.70 

2,921.11 

(0.05} 
O.OJ 

(0.02) 

1,950.37 
97tl.7 

lOU! ElPM Ccmp ~peoses 
lobi BPM NPE E!C~!ef~Ses 

Total T~ Total BPM E!y?en:sc::t 

~---

l•~,-~~~ffJEt~~1~1i~~-;~~l ~.!::1 ~~~~~~(!t!: ~::~~~~~=~~u: ~~::~~,~~J~~-~~~fg~~!~1·!f~¥~~~~7:~~ir~t!i~~~-~YJ~:;::-~i:~~~&~~?t.~~~~A 
(5,124..136) 

200.&.% 

T"'f 

T01oJ 

T"'' 

'""' 

""" 

SEGMENT DATA 

\ Stfmcnt Revenues -' ~~" 
SEGMENT EXPENSE ADJUSTMENTS 

lliti~ 
Gbbal Trafirlg Strategies· Comp 
Global~lngStr.ltegie!:-NPE 

Global Ttadiog Strategies - Tolal 

GPS·Comp 
GPS-NPE 

GPS-Tru.l 

D-m:!Principolltmoestments-Comp. 
DiredPrirtcioalln'o'l!!lilment5:-NPE 

Dired ~ncipallnvcstmcnts • Tolal 

:-u~ 

""' 

116.1) 

" (14.6) 

4.1 
45 
B.5 

454 
(ilij 

(482)1 ... 
{·43.7): 

1.0 
0.7 

1.7 

-31.Q% 144.4% 345.5% II '1 

14~ 

"' "'" 

(64~) 

6.0 

(58.3) 

4.1 
4.5 

1.0 
0.7 

1.7 

611 '" .,.,. 
.,,. ~---- -...... .::_ ···-_:-~!---=~~~-) 

583 

j4.1) ,., 
(8.5} 

(141 

(1.0} 
107 
(1.7) 

,. 
~ 

GOG- Comp 12 7 {12.7} 
GOG-NPE Z.O 2. 

GOG- Total - - 14.7 {1-GJ 

PlP-Comp 12 

-~ ~ 
PIP-Total 8.11 8.1 

Mortgage Capbl- Coq! 
Mollgaga C;!~l- NPE 

.. 
5.7 

. .. 
~J 

Ttd31 Mortgage Capilal- Total 1.1 1.1_ 

(14J 

(7.21 
0.9' 

(8.1] 

(OJ 

'" 

{6.8} 
5.7 
(tt) 

"' ~I (1,50) 

..,,.. 

(2,00. 
0 

""" 

(0.0) 

(00) 

(0.0) 

~O<Comp DAG·Comp I . I I I 0.0 I o•l (0.0) I I Alb; NPE OAG ~ NPE 0.0 0.0 (0.0! -

Tolal DAG- TDtal 0.0 0.0 (O_OJ 

AttacComp 
AllceNPE - ~onBuildings-Co~q~ 

lrltl!re!>t on Suildin!l~ • NPE 

~-- l 
tloeComp ~~~~~-Comp (69.5) 6.9 (~,1 U 9.2 ~--: 3.9 -4.1 9.6 

IIXNPE ~~NPE -4.2 0.-4 r.t,8 D.6 0.8 0.1 0.2 o.J 0.6 

Tolal BactOfficcAllDCal:ion (73.7) 7.3 (66.4) g_a U 1.6 4.2 4.'1 102 J 
=~ ::::::::~ ~~:~' ~-~' ~2) ~; 102 ~ 

AIQc:Comp 

-Comp 
AlloeNPE 

-Comp 

ADoc;Comp 
Allo<NPE 

AllotClmp 
Allo<NPE 

T"" 

'"" 

-

Banking Related. Total (2SA) (8.9) (34.4) JU lU 

Banking capital Markets (Comp) (11.71 (11.11 11.7 

EliminmeRese31"Ch-Ctlmp 35.3 3!5.3 (35.3) 
EliniMitl Researdl• NPE 23.8 23.8 ll& 

FliminatcRe~r.ard!Adj 59.1 59.1 (Sit) 

11.7 

(35 .. 3) 

....m:!1 
(5S.t) 

IMOPrtncipal!rweflloly(Comp) ~~ 

· 19.0 19.0 (19.0) r .. ;~~-~ 
19 1.9 19 l; 1,.9 

Privau:EquityP.xp-Total 21.0 21.0 (21.0) ~::-~1~[1 

PIM·SalesQedlfs-COmp (46.7) (47.8) (94.5) (0.5} (0.5) 94.9 ~.9 
PIM-Sa.les~-NPE (17.2) (28.3) (.S.5) (0.1) (2.2) (2..3) .47.S '\1.8 

/~0 01 

..-=.. 

<~ \\ { ·~.7 ' ) 

~ 

0.0 
0.0 

0.0 

c""" 
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-eon.. .... ..._ 
T""' 

,.,, 
AlbcCMnp Total 

AIDeN"E TMal 

AlloeCamp Total 

AllocComp Total 

AlloCNPE 
AtloeNPf 
A.llocNPE 
AllocComp 

AllocComp 
AllocNPE 

Toto! 

Lehman Brothers 
Pre-Tax 
\Q3 

PIM-SalesCrcdits-TotaJ 

FltM -In DMslon Cost Albc • Comp 

PIM -In Oilrisian Cost A~-- NPe 
PlM. fn Divis1on Cost Alloc ·Total 

PIM- Comp Uplift Adj - C<lmp 
PIM- Execution ctlargesfrom CQil>loiMD 

~~-~~~t£; 
GlGAd;...stment 
EnronSettlelrnent 
leg.aiSetUetrerrts 
IBDCIIEComDACI 

Oth" 

YTOTrue up-Comp 
_ YTDTrve ue·NPE 

YTD True up ofBPM AIIoc.ilion 

~a!>iiiiM.rtets 1 
total ,---

flO """"" 
c. ... 

.... ~ .. 
~~~,, 

{ :;·;~ fS!iJ 

~21} '"''I '::17 
~0.1 

I Banki~!j ~ r-~.m~~~ 
total 

"'"""" .. -~ 
OMsicn Ef~ ~ 

Private Asset 
Eooitv Uanaaemenr 

(0.6} /o~ ht,J£.L-l 
142.8 

±Ui 
(5..0) 

~ 
~5.1) 

j1.7) 

total 
r---

fnvestmenl 
~m,---" 

~
. 

1 
. 

~ 
(5.1) 

~7}' 

total 
"'""' Trading 

s~• 

total ...... 
Principii! .._ .. total 

"""" -,,..., ... total ...., 
""""""' ._, 

total total total 

PIP MMQage 
Colpollllt!: Calital Division DAG 

total 

BW<""" 

total 

Non·Ccne 

1.7 

(41.6) ... AIO<N,.i ~~.:!!~~"~!!''S;m ~·: ~!1 :!::1 ::~ 1:~1 ~~I j~ 
=~ ~==~" (~:: ~:: ::~) ~-: g:g ~:: ~-:: ~: ~~ ~: 

Total Corporate-Tout [O.OJ 0.0 (0.0) oo ·v.o o.o oo a.o nn o.o 

Alloc Comp Pre-Cb5e AdJ • Comp 
Aloe NPE Pte.-Cbse Ad! • NPE 

T0121 Prir.- Quarter Pre-Close Adjustmcnl 

SEGMENT SUMMARY 
~~l!llmt Revenues 

Total segmerrt eomp Ex~~ 
Total Sesment NPE Elc!?!JW>eS 

TotalStemeniEll" 

15.1:1 
12(1.1 

(1042) 

(117.51) 

~ 
321>0 

9.6 

~ 
26.1 

25> 

!!!!!! 
(7~1 

(21.76) (139.27) 
13.51 190.J5" 

8.241 (329.62 

14,602.!5} 4$4.40 1_[4,1411.46) 
7~'1".38 ~.16 1,20U4 
27:3.30 335.17 608.47 

1,020.611 78'l.ll 1,810.01 

(1.3) 
20.. 
19.2 

311.66 

~ 
2922 

611.22 

530.Cf 

.!!!jg, 
1571.03 

(2.3): 
.ll!l 
18.6 

(3.6) 

lli 
37.§ 

f7.39) 23.27 
~-79 "17.35 
11.40 40.63 

611.22 

~~u ::: 
1130.1 

(5.41} 

..l1... 
{2.1) 

___!,!§_ 
~-48 

99.83 
OT.Jil ,,.., 

"n.54 

(20.4) 

ll:! 
10.9 

= 10.87 

259.94 
166.09 
125.01 
m;o 

4.0 

m 
31.6 

0301 
199.59 

274.25 
"'11'6:5i 
..!!B.!. 
199.511 

~~~:~~j:~~:¥-1~~t3~~l-~f;~ __ 1'·~~~~-.t~~~Jt~MJ ,~$"~";~fi)~%~·~ 

IPre-tax Less PTevious Quarter Adj 
Margin Less Previous Quarter Adj ....... 

(5,727.7&) {30886) (6,03662) 

124.4% ..680% 145.5'1. 
Z.3% 5.7% __ 1.9% 

(40.66) 

-6.7% 
:1.1% 

148.83 108.17 

0.0% 17.7% 
6.2% 

21H8 

202% 
·2.1% 

(22.10) 106.26 

-8.6% 38.7% 
4.2% 11.5% 

=zr 
.!2U! 
188!18 

634.03 
M1.9J = .,..~ 

"·"' 
10.C.14 

16.4% 

1 

G4.31 

~ 
58.28 

0.0% 

Oil% 

-r-
(4.06) 

ill' .... 

0"' 
0.0% 

(1.03) 

~ 
1.70: 

00% 

0.0% 

(12.68) 

-= '14_6• 

O.ll% 
0.0% 

(7.22) (6.79) 
:oWl ~ 

1.10] 

:..:.,''.!">. 

CUI% 0.0% 
00% 

{0.00) 

&Q! 
0,01 

~ .. 
O.ll'l< 

43.81 

.1.&l. 
46 . .49 

0.0% 

0.0% 

(4Ui2) 
71.D3 
29.41 

0.0% 

0.0% 

,---

To~Lebm 

(0.0) 

(O.D) 

(0.0000) 

~ 
{0.0) 

(O.Oa) 

~ 
'O.Oil' 

'2,!MI3.212' 
1.950.37 

.....!!!!.:!! 
• 2.!21.10 

{6,824.31 
200.6% 

(5)324.31} 

200.6% 
M% 

~~~~~ -2!.0% 5U% 53.9%· -Gi:i% 

Total Seomenl Comp Expenses 
TOlal Segroont NPE ElpettSeS 

322'.69 383.60 
435.23 29324 

(42<4.69) (70.56) 
161.94 (-'1.93} 

915.98 
391.93 

168.60 
118.64 

...... 1 1,405.481 
312.49 i04.42 

35.33 203.!13 
(22.68) 95.96 

665.86 
18<32 

135.65 
0.30 

61l.33 
20<22 

83.32 
123.20 

{124.16) 
(40.99) 

(1.00) 
(33M) 

(~~~~' 
9.41 

(91.1.() 

.99.581 ,. .... 
92.73 
l2Jl6 

6<.73 
21.36 

7.-43 
1.12 

= 
22.49 

12.92 
225 

... ,. 
38.77 

271115 
186.241 

180.88 
127.41 

12.75 
:uo 

01.92 

'"'' 
(34.66) 
(12.64) 

'~:SI 
27.66 
(9.53) 

~~I 
53.37 
(4.88) 

"""' 
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Balance Sheet and Capital Trend )> 
r-
-1 
::tl 

~ 
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2008 2007 
m Q3 '08 Q2 '08 QZ '08 Ql '08 Q4 '07 Q3_'07_ Q1'07 Q1'07 
z 
-1 
::tl ASSETS: 
m jGross Assets 6oo:ooo 645,432 639,432 786,035 691,663 659.216 605.861 561.283 
0 Less: c Segregated Cash&. Securities 12,000 13,031 13,031 16,569 12,743 10,579 7,1S4 6,293 m 
(/) Reverse Rcpos 17S,OOO 169,684 169,684 210,166 162.635 144,774 130,953 131,896 
-1 Securities boriOwcd 98,000 124,842 124,842 158,515 13li.S99 142.653 126,435 119,766 m 
0 (ilodlllill nnd other intangibles 4,085 4,101 4,101 4,112 4,127 4,108 3,652 3,531 

Ol !Net Assets 310,915 333,774 327,774 396,673 372,959 357,102 337,667 300.797 

-< 
r-
m LONGo TERM CAPITAL: :::r: Senior Notes 97.372 110,553 110,553 112,128 108,914 106,807 91,433 83,536 s: 

( )> Subordinntcd Notes 12,308 12,625 12,625 11,181 9.259 8,610 4,864 4,226 
z Junior Subordinated Notes (Trust Pn:fcrrcds, ECAPs etc) 4.919 5,004 5,004 4,976 4.m 4,914 4,S22 3,013 

Ol I umg-Term Debt @eluding Current Portion) 114,600 128.181 128,182 118,1.85 123,150 120,331 100,819 90,775 
::tl 
0 C:mnrmn Stockholders' Equity 19,450 23,283 19,283 21,839 21,395 20.638 20,0:>4 18,910 -1 
:::r: Preferred Stock 8,993 8,993 6,993 2,993 1,095 1,095 1,095 1,095 
m I Total Stockholder<' ~1!:!: 28A43 32,176 26,1.76 24,832 22,490 21,733 li.IZ9 20,005 
::tl 
(/) 

!Total Lon~·TcrmCapltal 143,043 160,458 154,458 153,11~ 145,640 14Z,064 121,948 110,780 :::r: 
0 
r- Tan~:ible Equily Capital: 
!2 Total Stockholders' Equity 28,443 32,276 26,276 24,832 22,490 21,733 21,129 20,005 
z Junior Subonlinotcd Noles 4,919 5,004 5,004 4,976 4,978 4,914 4,522 3,013 
G> (4,085) (4,101) (4,101) (4,112) (4,127) (4,108) (3,652) (3,531) 
(/) 

(238 z 29.277 33,179 27,179 15,696 23,103 
0 

Q'oss Lewr:~ge 21.11 20.0~ 14.31 31.71 30.7x 30.Jx l8.7x 28.lx 
NetLe...,rage ID.6s 10.h 12.11 15Ax 16.1x 16.h !SAx 15.4• 

19,450 23.283 19.283 21,839 21,395 20,638 20,0J4 18,910 
712.7 706.6 563.7 553.6 542.5 539,0 539.3 538.0 

S27.29 $32.95 $34.11 S39A5 $39.44 538.19 $37.15 $35.15 

Book Value~"' Share Qlr owr Qtr %& -20.2% -165'1. ·13.3% 0.0% J.O% 3.1% 5.7% 3.B% 

Book Value por S hart YTD % 6. ·30.8% -1·6.4% -13.3% 0.0% 16.4% 13.0% 9.7% 3.B% 
r-
OJ Tangible Cornrt'O)n Equity 15,366 19,182 15,182 17,727 17.268 16,530 16)81 15,)79 :::r: f)Qok Value Shares Outstanding 712.7 706.6 563.7 553.6 542.5 5:!9.0 539.3 538.0 

I 
(/) I Tan~ible Book Value P<T Share S21.56 $27.15 S26.93 $32.02 $31.83 $30.67 SJOJ7 $1859 
m 
0 • Q2 '08 Proforma ror $4bn Co!TillOn Equity and $2bn Mandatory Convertible Preferred issued in June. 0 
-..! 
(,0 
~ 

I~ 
~ 
1\) 91912008 9:27PM 
0') 
0') 

LEHMAN BROTHERS 0 
Balance Sheet/Capital - Q3 2008 
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Detailed Capital Trend 

uarrorTrcnd I I Q3 '08 Ql '08 QJ '08 Q4 '07 Q3'07l 
Change in LTO.bl (S billions) 

Beginning LTDebl (et Curren! Porlion) 128.2 128.3 123.2 120.3 100.8 
New Issues 3,S 14.6 18.2 17.8 28.5 
Rolling Into Current Portion!Buybacks (12.6) (I) (14.0) (14.2) (14.5) (10.3) 
FAS f fX Adj•stm:nt$ 14.5) (Z) (0.6) 1.1 !OS) 1.3 
Net Change In Long Torrn Det.t (13.6) (0.1) S.l 2.8 19.5 

Endi112 LTDebC ex Current Portion 114.6 128.2 128.3 123.2 ll0.3 

Change in Stockholders' Equity 
(S millions) 

Beginning Common Stockholder~' Equity 19,283 21,839 21,395 20,638 20,034 
FAS 157/ FIN4S Adjustment to Opening Retained Earnings (178) " 

Adjusted Beginning CODlJJI<lh Stockholders' E:quity i9,283 21,839 21,218 20,638 20,034 

Commm Dividends (117) (94) (94) (80) (79) 
Pn:fem:d Dividends (163) (99) (24) (17) (17) 
Treas wy Stock Repurchases (see page 71 (IJ6) (107) (765) (330) (637) 

ToxOedil relaled 10 RSU issunneeand options (23) (3) (9) 45 149 60 .. 
RSUs &. Options Aroonlmtion 444 444 935 329 315 
Proceeds !Tom Options Exereised 2 99 106 91 84 
F•Translation Adjustm:nt/Other 84 (4) (16) (70) (5) (61) (6) (8) 
FA S 158 Adjuslm:nt " - (2i0) " 

ls~uance ofCanm:>n Stock 4,004 " -
Nctlneorrr: (3,927) ~~ 774) 489 §§§ 887 
Net Changes to Convnon F.quity 167 (2,556) 622 758 604 

f Toial Common Stockholders' F.QuiiY 19 450 19,283 Zl,839 Z!,39S 20,638 

I Preferred Stock 8,993 6,993 I,G95 1,095 1,095 

ITollll Stockholders' FJtuity 28,443 26,276 22,934 22.490 21.733 

I Total ~Ierm Co~ tal 143,043 _154,458 -- 151,219 145,640 142,064 ----

(I) Includes S(7.1)B due 10 debt buyback and S(~.l)B due to debt rolling into current portion. 
(2) lncludes S(l.9)Bdue to FAS adjustments and S(J.7)6 due to fX lll)vcmentas EUR and OBP depRci:ued against USD in Augu>t, 
(3) Q3 Tax charge lo cquily,duo <o grant vs. issuarice shor<: price spread. 
(4) MTM valualion on slr.ucgic hedge ponfolio, n~dc up rrgslly ofEURforwnrds. Material Ouctuation a ri!SU~ oflhe EUR dcprooialing against the USD by 5.4% in August. 
(5) Includes a one-tim! charge o fS(42)mn r<lated to <he Series J Plefem:d S<ock issuance 
(6) tncludcs S(S8)11ITlofOiher Co!TI'rchensivc lncorre rel>ted co non-Cl'A hedging 

LEHMAN BROTHERS Balance Sheet/Capital- Q3 2008 

YTD I I YTD 

I 1008 2007 

123.2 81.2 
36.3 6S.9 

(40.8) (27.2) 

!4.1) 0.4 
(8.6) 39.2 

114.6 120.3 I 

21,395 18,096 
(178) 67 

21,218 18,163 

(lOS) (239) 
(286) (50) 

(1,008) (2,1143) 
13 284 

1,623 1,624 
206 352 

(2) 4S 

" 

4,004 " 

(6JI2) ~.~06 
(i,767) 2,474 

19,450 20,638 

8,993 1,095 I 

28,443 11,733 I 

143,043 14L(l_6_41 
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Common Stock Equivalents for EPS 
I Wclghlcd Shares for EPS I 

L 3Q08 l~f IQO~_j Q407 II '7~~ I FY07 I 
Common Stock Equivalents 

TIS Mclhod-Options 
TIS Mcthod-RSOs 

Avg Qtrly Oosing Stock !'rice 

(A) 

(B) 

O~ons (Q 
~ ofOptions 

~ orDilutive Options (D) 

Avg Proceeds Per Options Dilutive (incl. tax benefit) (E) 

In the Money Per Options Dilulive 

CSE111'9octQI 
CSEifll'OCtQ2 
CSEII1'9octQ3 
CSEl"l'aetQ4 
CSE llt1lDCt YTD 

RSUs 

n Unvestcd RSUs (f) 
# Unvested RSUs Dilul ive (G) 

A vg Proceeds Per RSUs Dilutive (inel tax benefit) (II) 

In the Money Per RSUs Dilutive 

CSEI"l'octQI 
CSEI"1'actQ2 
CSElfll'aetQl 
CSEifll'aciQ4 
CSE lfll'act YTO 

0,9 

2.1 

2.9 

520.28 

58.7 

23.3 

519.45 

S0.83 

70.9 
14.9 

Sl7.44 

52.84 

(A) Dccreose due primanly 10 lowcrstockpricc and e"'rcistiiOr the quor<er. 

12.4 18.4 19.8 

0.1 2.9 !.3 

12.5 21.3 2!.1 

$43.11 559.42 S60.43 

59.7 63.3 65.6 

51.2 55.5 59.0 

S326S S.\9.68 40,14 

SI0.46 Sl9.74 520.29 

55.7 66.0 35.1 
3.6 38.4 7.7 

S41.78 554.98 S50.48 

SI.JJ S4.44 S9.9S 

(B) lnorn>c due to new Equity Awards granted on 711/0SofTset by dcoro05c due<o am>nization and lower sto<k price. 
(Q Dccroose due to .,.,;,es and cancellations for the quoner. 
{D) E;l;c.~isc.s plus ~;o.ncellations rarlhe quanc:rplus lower stock price causing mo~ options 10 be "out oft he: mmcy". 

10.6 23.6 

1.7 4.1 

12.3 27.7 

520.28 560.43 

58.7 ~5.6 

23.3 59.0 

519.45 540.14 

S0.83 520.29 

18.4 26.8 
12.4 2.5.1 
0,9 21.7 

19.8 
10.6 23.6 

70.9 35.1 
14.9 7.7 

Sl7.44 S50.48 

52.84 S9.9S 

2.9 7.7 
0.1 4.8 
2.1 2.7 

1.3 
1.7 4.1 

FV06 

29.1 

6.3 

35.4 

574.01 

81.4 

80.6 

548.05 

525.96 

30.2 
30.1 
27.7 
28.3 
29.1 

35.2 
35.2 

SSU8 

Sl4.13 

7.7 
7.5 
4.7 
5.6! 
6.3 

(E) Decreosc due to Jo...:rstoek price, pani:llly offset by which options e""n:ised during the quoner(SI increose docs nm equote to Sl in pmcccds due to t:uetrects) . 
(F) Increase due to new Equit.y Aw.1rds &r:lntc:d on 7/J/08 oOSct by decrease due to atrDn\z;nion. 
(G) Increase due to new Equity A Wilnls ~rnntcd on 7/1103 offset by lower stoc~ price. 
(11) Decroose primlrily due to lower Sleek price. 
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Shares Outstanding & Weighted A vg. Shares for EPS 

I t'SllMATE I JQ08 ! ! lQ08 ! ! IQ08 I I g4o7 I ! FY07 I FY06 I 
Beglnlling Bolo-nee Sh•r .. Oul$tonding (Includes Vcsled 
RSUs) 563.7 553.6 542.5 SJ9.0 534.2 546.0 
AciMJy: 

lssuarcc of new common srock sen led ~12/08 143.0 
Eagle llncrg)' &. Gnmgc Scourilics 0.9 
RSU a100nization 11.2 (F) 8.5 20.2 (A) 5.4 34.2 19.2 
Buybocb (incl tor<lcrs) (6.9) (G) (2. 7) (13.0) (B) (S.J) (43.0) (S2.9) 
Oprial cxcrc:~cs 0.1 (H) 3.9 3.5 (C) 3.4 15.4 22.5 
OU!er mise ___ 1.6_ (I) ___ 0.4 ____ 0.4_ 0.8 (0.~ 
SulltoiAI Ncr Ch>nge in Pcrild 149.0 10.1 11.1 ).S 8.3 (11.8) 

Ending Shares ilc BV (Basic Sboroo) 712.7 (D) 563.7 553.6 542.5 542.5 534.2 

1'/S Method-Optnns- 4CIU31 vs. dihlrcd 58.7 59.7 63.3 65.6 65.6 81.4 

TIS Mcthod-RSUs· ocrual -.;, dilulcd 70.9 55.7 66.0 35.1 35.1 35.2 

Shaces Ours landing+ CS EquiulcniS (Diluled EPS) 

F.nclncSharrJ for Boak \'aluc (Bal(' S buc•) 

C.nm>n Scock Pub!<: 592.8 455.4 452.0 459.4 459.4 468.4 
VC'Jtc:d RSUs lncludcd in RSU Truu _..221... (E) __111_ ____ru_ ____Ill_ 72.5 64.9 

Conm:ln Sro~;lr Ouulan.dir.& 689.0 552.7 551.4 531.9 531.9 533.4 

Vcs1cd RSUs Not Vel in RSUTNsl 21.7 11.0 2.2 10.6 10.6 0.9 

Shares forBookVA!ue(&sic Sha~) 712.7 S6l.7 553.6 542.5 542.5 534.2 

(A} LAr;e i\eteo.se in Ql D85"orn.Q407duc tu uppnulm:ucly ll.lmilshan:s bcinJa.rrGnUJ:d in 1kc 07ror FuU Ouecrcnv'lo)lec:s (9,6IT'&lJ..il)n sh~• oa a.~igh1ed basis (orQI). 

(B) blcR:;sc on an un~il;htcd bou:is in Ql OS hmQ.ff11 U c.lucco IU'bll&n,ialarrauntofbuybac:b in Qt OS. 
(C) lncmu;c inQl 01 f'rum~ rnon an unwcighled buis U duelo ta~seoroplioncJZrtis:cs in Ql OIL 

JQoa ! 2Q08 

559.3 SSI.5 

125.9 

9.6 10.9 
(5.5) (7.2) 

I.S 4,1 
0.4 

131.9 7.8 

691.2 559.3 

0.9 12.4 
2.1 0.1 

69U s11.a 

674.8 552.8 

16.4 6.5 

691.2 559.3 

(D) Sho~ ra:r Bcok V4hle. &bncc pet Olpit41iT..ltion Table, minus RSUTrusl (to avoid donbJ&:-c:ountillg), phu. am:n1imJ ID dalc,lcu issuance lo dAle. Plus lhia qua ncr 143 m1 J:hiiT"C$ orn~COI"rmJft stock. 
(E) RSU TNst babn:c@ 0&')1/0S, 

(F) lntn:..JC iD JQ08 fi'um2Q08 WIU due~~ 1hc illl'!l:l~i7.z~io" f;!ftlle n~wcq,'-lfly aWJtd' SJ'iln1td on 711/08, 
(GJ ln~can un unVt.oei&htcdbilsi1 in Ql016'amQZ08 ts d\ltlo in~scin ttmurn ofbu)'b:~cb in QJOK. 
(H) Decmuc in QlOStromQlOit~n ~n unv.ocighted b:uls ~due rcde=ase moprion e~~:n:Cscs in QJ OS. 
(I) OUu:r.Wcili pmnsrily divid(nd reU\,1uln.:nl~-l.41T'illian sht in JQOIL 

LEHMAN BROTHERS . Balance Sheet/Capital- Q3 2008 

542.5 540.4 534.2 546.0 

0.1 0,6 
13.8 (A) 5.7 22.7 10.0 
(6.8) (5.7) (26.3) (25.9) 
2.0 2.1 9.4 12.9 

(0.0) 
9.0 z.z 6,3 (3.0) 

551.5 542.6 540.6 543.0 

18.4 19.8 ll.6 29.1 
2.9 IJ 4.1 6,) 

572.8 S63.7 568.3 578.4 

527.9 530.8 530.7 534.9 

21.6 11.8 9.9 8.1 

SSI.S 542.6 540.6 543.01 
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Month End Gross Asseb 

Lehman Brothers 
Balance Sheet Draft4v2 
Consolidated AuR-08 

Global Rales 94,217 
High Grade Credit 9,788 
coo 8,271 
SeculiHzed PI'CIIucts 52,645 
Real Estate 51,519 
High Yield 11,980 
Muricipal Bcrds 6,550 
EnersyTradif'9 6,885 
Gbbal Foreign Excllaf'9e 3,802 
FlO Corporate 8,962 
Insurance PI'CIIucts Groups 0 
FlO Co1p Loans 2,944 
lnvestment8ankif'9 Oillislon Loans 2,994 
Total FlO Core 260,557 
Total FID Prime Services 119,845 

Total AD 380402 

E.xea.tion Ser.iaes I Liquid Marl<et 7,729 
Convertibles Products 1,779 
Volatility 25,829 
Equities Strategies (Proprietary Prooucts 4,811 
Firm Relationship loars 2288 
Equity Co1porate 828 
Total Equity Core 43,263 
Total Equity Pr!me Services 86,339 

Total Equities (11 129 602 

Total Global Principal Sll'at. 3,737 
Total Global Trading 911'aL 4,676 
Global Opportunidos Group 1,216 
Direct Principal Investments 1,582 

Total Princlpallnvesling 11,212 
Assel Managemenl 6,846 
Private Equity 5,586 
TotaiiMO 12,432 
Mstmerrt Banking 0 illision 316 
Treasury 53,016 
Corporate Other A-.sebi I klwstme<lbi 16,463 
T olal Non-Cere 69,794 
Total Non-Core 93439 

Total Gross Assets 603443 

.,...--..... 
I 

. -.. 

Balance Sheet - Gross and Net Assets 

Month End Net Assets 

~hman Brothel'$ 
Final Quarterly Quarterly Balance Sheet 

May-08 lnoiiDe~l '.>thanqe Con&olidated 

88,185 6,031 6.84% Global Rates 
10.884 (1,095) -10.07% High Grade Credit 

7,785 485 6.23% coo 
61.292 (8.647) ·14.11% Securilimd PI'CIIucll; 
59,852 (8,333) -13.92% Real Estate 
16,219 (4,239) ·26.14% HighYoeld 
6,460 90 1.39% Municipal Bonds 
5,847 1,038 17.76% Energy Trading 
4,487 (685) -1526% Global Foreign E>a:hange 

10.237 (1,276) ·12.46% FlO Corporate 
0 0 0.00% Insurance Prnducll; Gro'-"s 

3,744 (800) ·21.37% FD Col]> Loans 
5,567 (2,573) -'1622% mestmenl Bar><ing Division loans 

280,559 (20.002) -7.13% To!al FlO Core 
89,786 30,059 33.4B'Yo Total FID Prime Services 

370346 10057 2.72"/o Total FlO 

11,481 (3.752) ·32.68% Execution Services I Liqlld Markel 
2,817 (1.038) -36.86% Convertibles Prodi.IC!s 

27,770 (1 ,941) -6.99% Volatiflty 
2,979 1.S31 61.47% Equities Strategies (Proprlelary Produ::ts 
3,586 {1.298) -36.19% Firm Relaoonstip Loans 
1,361 (534) ·39.22% Equity Colporale 

49,994 {6,731) ·13A6'Yo Total Equity Colli 
119,354 (33,016) ·27.66% Total Equity Prime Services 

169 34a (39 747)1 ·23.47% Total Eollitl<:$ 11\ 
5,808 (2.071) ·35.66% Total Global Principal Strat 
4,963 (287) -5.77% Total Global Trading StraL 
1,127 90 7.97% Global OpportunHies Group 
2,332 (749) -32.14% Direct Principal Investments 

14,229 (3,018) ·21.21% Total Prlncio:ollnvestinA 
7,101 (255) -3.59% Asset Management 
5,6&1 (278) -4.73% Private EqLity 

12,965 (533) -4.11.-'o TotaiiMO 
580 (265) -45.60% nwstmem 8ankif'9 Division 

56,049 (3.033) -5.41% Treasury 
15,914 549 3.45% Corporote Olher A$ sets I nves1ments 
72,543 (2,749 -3.79% Total Non-Core 
99737 (6 299 -6.32"1. Total Non-Core 

639 431 (35 989 -27.07% Total Net Assets 

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

LEHMAN BROTHERS Balance Sheet/Capital- Q3 2008 

Dreft4v2 Final Quarterly Quarterly I 
Aug~B May-<18 lnci(Dec) %Chan11e 

47,2n 37,938 9,338 24.61% 
7,412 8.600 (1,167) ·13.81% 
8,105 7,619 486 6.38% 

49,996 57,435 (7,440) ·1US% 
51,105 58.242 (7,138) ·12.25% 
11,098 15,047 (3,949) ·26.25% 
6,179 6,047 132 2.18% 
6,589 5,562 1.028 18.~8% 

3,802 4,171 (368) -8.84% 
2,035 2,973 (938) ·31.55% 

0 0 0 0.00% 
2,606 3,705 (1.099) ·29.66% 
2,985 5,559 (2,573) -46.29% 

1911,1811 212,897 (13,708) -6.44% 
9,636 3,283 6,353 193.54% 

208825 216180 7355 -3.40Yo 

5.600 7,356 (t,756) ·23.87% 
1,285 2,153 (867) -40.29% 

22,551 23,150 (599) ·2.59% 
2,871 2,187 683 31.24% 
2,286 3.586 (1.298) -36.19% 

547 431 117 27.15% 
35,143 38,862 (3.720) -9.57'Yo 
23,919 26,226 (2,307) .a.aoY. 
59062 65088 (6 027} -9.26% 

1.454 1,601 (147) ·9.17% 
4,389 4,644 (256) -5.50% 
1,076 979 97 9.94% 
1.582 2.332 (749) -32.14% 
8,501 9,555 (1,054) ·11.03% 
3,832 4.073 (241) ·5.93% 
5,371 5,649 (279) -4.93% 
9,202 9,722 (520) -5.3s·~ 

316 580 (265) -45.60% 
10,220 8,972 1,248 13.90% 
14.249 17,674 (3,425) ·19.38% 
24,785 27,227 (2.442) -8.97% 
42488 46505 (4 016 -6.64'% 

310 375 327n3 (17 398 ·21.30% 
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Principal Investing - Q3 2008 BS Analysis 

Principal Investing - total net balance sheet $8.1 bb 

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

-Largest positions are KSK ($.4bb), Navigator Gas ($.17bb), Meg Energy ($.13bb) & Anheuser Busch ($.lbb) 
• Total Debt positions of $1.1 bb 

- HY Loans ($.18bb) GMAC ($.lbb) 
• Aviation (TRS to R3) is $.2bb 

GPS- $1.3bb 
• Primarily LP & GP in R3 ($1.1bb) 
• Also includes BA WAG, Firth Rixson, and Loan TRS ($.2bb) 

GOG- $1.1bb 
• Total Equity positions of$.6bb 

-SAC PEI Luxco ($1bb) 
• Total Debt positions of$.5bb 

- Daewoo Engineering ($.lbb), SAC PEI Luxco ($.lbb) 

DPI- $1.4bb 
• LP Investments in Hedge funds and & Private Equity funds -$.8bb 

-One Williams Street ($.34bb), Taj Capital ($.16bb), Ramius ($.13bb), Silverlake ($.1 bb) 
• Private Company Investments -$.6bb 

- TXU ($.3bb), First Data ($.l5bb), Tokyo Star Bank ($.1 bb) 

LEHMAN BROTHERS Balance Sheet/Capital - Q3 2008 
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2008 I 
Open Matket Tenders for RSUs & 

2008 
Purchases Options 

Ql 11,767,651 1,192,396 

Q2 1,646,500 1,024,466 

Q3 6,092,144 778,572 
Q3YTD 19,SOG,Z95 2,995,434 

2007 I 
Open Market Tenders for RSUs & 

~ Purchases Options 

Ql 19,500,000 1,475,273 

Q2 6,455,600 745,405 

Q3 8,500,000 1,073,753 

Q4 98,923 5,188,276 

Q4YTD 34,554,523 8,482,707 

LEHMAN BROTHERS 

.. ,. .......... 

Treasury Stock Buybacks 

Qtrly Shares Cwnulative Shares AvgPrice 
Cumulative 

Avg Price 
Cost($) Cwnulative Cost($) 

12,960,047 59.05 765,311,093 

2,670,966 40.15 107,249,924 

6,870,716 19.77 135,812,114 

22,501,729 44.81 1,008,373,131 

Qtrly Shares Cwnulative Shares 
Cumulative 

Cost($) Cumulative Cost($) Avg Price 
Avg Price 

20,975,273 80.05 1,679,045,013 

7,201,005 73.83 531 ,660,307 

9,573,753 66.58 637,381,251 

5,287,199 62.43 330,061,026 

43,037,230 73.85 3,178,147,597 

91912008 9:27 fM 
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Debt Ratings and Credit Spreads 

- - ----- --- ----- -------------

SUB DATE MATURITY USD 
FIRM TYPE 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 07/3112028 EUR 1,775 7.00% 
Bank of America Vanilla Fixed 07/31/2008 07/31/2028 GBP 2,213 7.00% 
Sank of America Vanilla 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 08/25/2009 USD 1,500 3ml + 20 
Citigroup Vanilla Fixed 06/25/2008 06/25/2038 GBP 1,568 6.80% 
Citigroup Vanilla 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 Llbor + .95% 
JPMorgan Vanilla Fixed 08/01/2008 08/01/2011 EUR 1,775 6.00% 
Lehman Bros. Preferred Perp 06/1212008 USD 2,000 8.75% 

I 

Third Quarter 2008 (Quarterly) 

Debt Ratings&: Credit Spreads Q3 saw a continuation of the credit crisis with respect to spreads for banks and brokers. It also 
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, 
albeit at a slower pace. Additionally, there was some capital issuance as well (see below for 
details). 

Lat Ft~~cd R~le lmamce L.eveb srrc:::ad YI.JOYarUST 

Cash spreads widened out throughout the quarter and closed at the highs of the quarter, only 
below the all time highs set in mid-March (Bear crisis). CDS levels also widened out 
throughout the quarter but closed the period tighter than the widest levels seen in mid-August 
and early July. 

lY 

IV 

lOY 

llf.li/OR 

a.o1v.. 
7.991, 

Ul% 

".)ln11 llf.l1Al7 

li51% 6.).4% 

7.27'/. 6.11% 

1.~, 6.6)11 

Sprud '":j J.:\tomh Lklr 

Negative sentiment and canyover from the credit crisis pushed Lehman and Merrill to both 
execute capital raises within days of their respective Q2 earnings annoucements. These 
stemmed tide of widening spreads for a bit but only temporarily. 

Notable issuance for Q3 :(see grid above}. In addition to these, Lehman raised 4bil and Menill 
raised 8.55bilthrough commons stock offerings. 
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LEHMAN BROTHERS Balance Sheet/Capital- Q3 2008 

S:llltlH lt'l.ll.&al 

jlJ 1.0 
,. 110 

lll 110 

""' 110 

~ 60 

158 60 

Ul 110 

8/lli!lll 51.11108 &r.ll/07 

WI 460 m liD 

GS liD 2.0 180 

MS 400 29S 180 

MER 4SO lSO lli!J 

Clrt lll 262 llO 

BOh )I$ ~· llO 

IPM 21.5 215 ISO 

.... "" 
S&P Moody• 

LEI! A A1 A2 P1 

OS M· A1• ...., I' I 

MS A• AI AI I' I 

MI:R A AI A2 P1 

CITI M· A1+ A&] Pl 

BOA M AI+ IUl P1 

Jl'M M· AI+ l<o2 I' I 

8 

., 

$y<;OS 

llf.llAI! IIJIAI& 111.11.117 

UiH JJO Z19 m 
GS 141 92 ll 

MS lll ll7 ll 

MF.JI lll 117 .. 
CrTI I~ Ill 4l 

BOA 1!9 7l )8 

JPM 111 Tl .. 

9/'l/2008 9:27 PM 



c 
0 
+i ro -m c 
Q) ·- "(/) . _ .. _.., 
~ I. 

0.. \ 
·-~ ro 

+i 

"'C c 
Q) ·- -o ...... ~ 
c s:::: 0 

0 
(.) 

0 

(/) 
(.) .. _ 
~ 

-+-' 
( (].) \ 

:?! 
>-. 

+-' ·--o .. _ .-
::J c 

0 

o-; 
~ ·- w _J 

~ ~ 
~ ('I) 

!.... 

ro f--1 w 
~ a I 
~ N 

~ 
co c 
0 0 

C ... -~ (f) 

~ 0 !.... 
Q) 

~ N > .._.... 

CONFIDENTIAL TREATMENT REQUESTED BY LEHMAN BROTHERS HOLDINGS INC. LBHI_SEC07940_042668 



..-.. 
C) 
c .. 

·-"'0 
c: 
::s 
u. 
"'0 
CD 
I-
"::5 
0 
Q) 
t/) 
t: 

::> .._. 
t: ·-cu ..s:: 
0 
t/) 
C) 
t: ·-"'0 -0 
J: 

CONFIDENTIAL TREATMENT REQUESTED BY LEHMAN BROTHERS HOLDINGS INC. LBH I_ SEC07940_ 042669 



0 
0 
z ., 
5 m 
z 
-1 

> r 
-1 
;:u 

~ 
-1 
~ 
m z 
-1 
;:u 
m 
0 c 
m 
(J) 
-1 
m 
0 
III 
-< 
r 
m 
::t 
~ 
)> 
z 
III 
;:u 

~ 
::t 
m 
;:u 
(J) 

::t 
0 
r 
!2 
z 
G) 
C/1 

z 
0 

r 
III 
::t I; 
m 
0 
0 ..... 
~ 
I~ 
I\) 
CJ) ..... 
0 

-~', !""'', /•'·'\ 

. Confid~ lial 

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. 

Li uidit Pool $ Billions 

44.6 
42.1 

35.9 34.9 34.3 

31.4 29.8 

25.7 

17.2 18.2 
15.3 

2003 2004 2005 2006 QI Q2 Q3 Q4 QI Q2 Q3 
'07 '07 '07 '07 '08 '08 '08 

LEHMAN BROTHERS 1 

Liquidity Pool And CP ($Billions) 

r:acP 
45 

42 
• Non-CP 36 35 34 

26 

Q2 '07 Q3 '07 Q4 '07 Ql '08 Q2 '08 Q3 '08 est. 

I 
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Composition Of Liquidity Pool As OfQ3 2008 

Amounts in millions 

I Investment Type - u~--- I 
1. Cash 

Cash at Banks 
Other Cash Inv 
Money Funds 

Total Cash A 

LBHI I 
Pledge Value 

New York lnv 

3,378 

553 
104 

4,035 

2. Boxed Inventory 

Private Label CMO's 
Corporates 
Governments I Treasuries 
Asset Backed 

Lehman CLOs: E 
$4.1 bn 

454 
3,020 

16,963 

674 

Equities 
Agencies 
Canadian 

Total Boxed Inventory 

C&C Equivs Available to Holding Company (A+B) 

Undrawn Committed Facilities 

Chase Facility 
European Facility 

C&C Equivs Available to Holding Company 

~ 

8 

3,811 

B 24,930 

28,965 

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

LEP' 1AN BROTHERS _-:'\ 

Pledge Value* 

I 
- ---- -- - l 

LBI LBIE 
Pledge Value Pledge Value 

New York Inv Europe Inv 

10 
785 

1,187 9,470 

88 
1,557 

17 
15 

1,187 11,943 

1,187 11,943 

Total 
Pledge Value 

Global Inv 

- - -. 

3,378 

553 
104 

4,035 

464 
3,806 

27,620 

762 
1,565 
3,828 

IS 

38,060 

42,095 

2,000 

2,500 

46,595 

88°/o of the pool invested in cash and cash equivalents, 
Govies, Agencies and El (major index) equities 
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:z Asset Securitization As Of 2008 Q3 -1 
)> 
r-
-1 
::u 
m 
)> 
-1 
:s:: 
m :z 
-1 
::u 
m 

$Billions CLO I CDO Investment Grade Positions and Funding Breakdown as of Aug 29,2008 0 
c 
m Original Current Funded by Holdings Funded by Bankhaus Funded by ECB Funded by Street Repo 
C/) 
-1 Investment Investment Investment Investment I nvestrne nt Investment m 
0 Securitizations Total Grade Total Grade Grade Mezzanine Grade Mezzanioe Grade Mezzanine Grade Mezzanine m 
-< 
r- u.s. 
m Freedom (Now Unwound) 2.83 2.26 :I: 
:s:: Spruce 1.87 1.46 1.18 0.77 0.77 0.17 . 0.24 
)> 
:z Pine 1.06 1.03 1.74 1.36 1.36 0.38 
OJ RLT 1.66 0.33 0.73 0.29 . 0.45 - - - . 0.29 ::u 
0 Sasoo 3.43 2.05 3.05 1.66 0.21 1.38 1.45 
-1 Verano 1.80 1.35 1.74 1.29 1.29 0.27 0.18 :I: -m 12.66 8.48 8.44 5.37 3.63 2.65 1.45 0.42 - - 0.29 ::u 
C/) 

Europe :I: 
0 Excalibur 4.27 3.39 4.02 3.19 - 0.83 0.54 2.65 r-
0 Thalia (Now Unwound) z Saphir 2.69 2.69 2.10 2.10 . . - - 2.10 G) 
en EMF NL 2008-1 0.41 0.32 0.30 0.30 - - - - 0.30 
z EMFNLPRIME 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 II) 0.97 0.68 0.97 0.68 - 0.29 0.68 
EMF NL 2008-2 0.42 0.42 0.38 0.38 0.38 
Ruby 0.51 0.51 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 
r- KingFisher 1.31 0.80 m 1.57 0.96 0.96 0.61 
:I: All Regions 26.83 20.14 21.19 15.91 5.48 4.86 2.95 0.42 6.73 0.75 
I~ -
m 
() 
0 ..... 
CD 
~ 

10 

i! 
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a> ..... 
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Unencumbered Assets · 
I 

• Market value of unencumbered assets stood at $122 billion at the end of2008 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) 

- $9 billion due to net asset sales in unregulated entities 

Unencumbered Assets ($ Billions) 

$Billion Regulated Unretzulated Total 
2006Q4 73 39 113 
2007 Q3 (not public) 90 58 148 
2007 Q4 96 63 159 
2008 Ql 97 64 161 
2008 02 87 59 146 
2008 Q3Estimate 

- L___ 
74 

- -
__ 48 122 

- -·-·- -~ - -- -

I QOQ_ Change (13) (11) (24) 
YOY Change (not public) (16) (10) (27) 

LEP' 1.AN BROTHERS _,.A·-.._ I PRELIMINARY DATA- . -- J 
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Details Behind Unencumbered Assets 

$Billions 

2008 Q3 2008 Q2 
Regulated Unre2ulated Total Reeulated Un reeula ted 

MTS&TMS 25 15 40 26 21 
Loan 10 6 10 16 6 19 
ITS 42 5 46 54 4 
Topsides I 18 19 I 17 
c!Q_tal 74 48 122 87 61 

LEHMAN BROTHERS 5 
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Change 

Total Regulated Unreeulated Total 
471 (2) (6) (8) 

251 0 (9) (9' 
58 I (12' 1 (II) 
1s I {0' 2 I 

1481 {14' (13) {26) 

I PRELIMINARYDATA I 
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Liquidity Ratios 

$billions 

Holdings' liquidity pool at pledge value 

Unencumbered coUateral 
Unregulated entities 
Regulated entities 

Total 

Short-term debt per I O·Q disclosure 
Short-term debt covered by Liquidity Pool per MD&A 

Liquidity pool/ Short-term debt per 10-Q 
L. Pool + 700~ of Unreg. En!iries Unencumbered Colla sera! I STD (per 10-Q) 

Liquidity pool/ Short-term debt per MD&A 
L. Pool + 70% ofUnreg. Entities Unencumbered Collateral/ STD (per MD&A) 

LEI-T" 1AN BROTHERS 

2007 QJ 2007Q4 

35.9 35.0 

58.4 63.2 
90.0 95.5 

148.4 158.7 

26.3 28.1 
22.9 23.7 

136% 125% 
292% 282% 

157% 148% 
335% 334% 

Confidential 

I 

Estimated QOQ YOY 
2008 Q1 2008 Q2 2008 QJ Change Change 

34.3 44.6 42.1 (25) 6.2 

64.0 60.6 48.0 ( 12.6) (I 0.4) 
96.9 87.3 73.5 ( 13.8) (16.5~ 

166.0 147.9 121.5 (26.4) (26.9) 

34.5 35.3 30.5 (4.8) 4.1 
30.2 32.4 27.1 (5.3) 4.2 

99% 126% 138% 12% 2% 
229% 247% 249% 2% -43% 

114% 138% 155% 18% -I% 
262% 269% 280% II% -56% 

I PRELIMINARY DATA .] 



() 
0 
z , 
i5 m z 
-1 
5> r-
-1 :a 
~ 
-1 
s 
m z 
-1 
:a 
m 
0 c 
m 
(,/) 
-1 
m 
0 
OJ 
-< 
rm 
:::r: 
s 
> z 
OJ 
:a 
0 
-1 
:::r: 
m :a 
(,/) 

:::r: 
0 r-
0 z 
G') 
(,/) 

z 
() 

r
OJ 
:::r: 
I~ 
m 
() 
0 ...., 
~ 
10 

~ 
1\) 
0'1 ...., 
0'1 

.. ~ 
\ -~ ·,,_, ... ·. 

• I ·~ 

r..,., 

2008 Q 1 Competitor Benchmarking 

LIQUIDITY COMPARISON 
2008 Ql 
$billions 

Short Tenn 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 I Short Term Debt 

Liquidity Pool+ Cash value of unencumbered collateral I Short Term Debt 

Unencumbered Collateral outside Holding Chain (in Regulated Entities) 

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

BSC 

8.5 
9.6 (I) 

18.1 

17.3 

14.4 

10.1 

95% 

151% 

9.9 

LEH 

16.0 

I 8.5 
34.5 

34.3 

64.0 

44.8 

99"/o 

229"/o 

96.9 

(2): Based on overall pledge value of Finn-wide collateral of $96.1 billion; assume same regulatedlwwegulated mix as LEH 
(3): Liquidity reserve at bank an:/ non-bank subsidiaries 

LEHMAN BROTHERS 7 

.~··"'"', 

Confidt. ~ial 

I 

GS MS MER 

49.5 26.0 18.3 

23.3 35.4 66.8 
72.8 6IJ 85.1 

61.2 70.0 82.0 

N/D 57.0 
33.4 (l) 39.9 

84% 114% 96% 

130% 114% 143% 

50.6 53.0 (J) 71.0 
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2008 Q2 Competitor Benchmarking 

LIQUIDITY COMPARISON 
2008 Q2 
$billions 

Short Tenn 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 Tenn Debt 

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

Unencumbered Collateral outside Holding Chain (in Regulated Entities) 

LEH 

14.3 

21.0 
35.3 

44.6 

60.6 

42.4 

126% 

247"/o 

87.3 

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

LEI-.,.,., 1AN BROTHERS 

GS 

42.2 

28.9 
71.2 

87.8 

33.4 (I) 

123% 

170% 

48.1 

Confidential 

MS 

23.8 

35.1 
58.9 

80.0 

NID 

136% 

136% 

89.0 (2) 

I 

MER 

,, 
' 

19.1 

51.4 
70.5 

92.0 

61.0 

42.7 

130% 

191% 

52.0 
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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($ Billions) 

15 15 

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

LEHMAN BROTHERS 9 
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Short-Term Debt 
Liquidity Pool- STD Disclosure 

.. 

Unree · 

CP 
Structured Notes 
Bank Loans 

Uns.ee 
7,948 

922 
1,231 
2,814 

-
91 

Sec 
-
-
-
-
451 
-

-02'08 
... . Re2 

·unsee .. Sec: .. 

- -
13 -
- -
174 -
- 209 
458 -
357 

Zero Strike/Fully Funded 
Participation Gross-Up 
Overdrafts/Other e.g. ,Aegis 
Current Portion of LTD 20,634 

·- ~L....-.... 

Total STD 33,640 451 1,002_ 209 

STD Unsee 
Reg Unsee 
Selffunding Unse 
Secured 

External Reporting Disclosure Format 

STD Acct'g View 
Q3'08 

Q2'08 Unree: . Re2 
. Tota.l Unsee Sec . Unsee Sec·. 

7,948 3,783 - - -
935 1,141 - 140 -

1,231 1,218 - - -
2,988 1,071 - - 1,002 

660 - 469 - 191 
549 54 - 310 -

20,9§J 19,887 350 '--- 3~8 500 -

35,302 27,154 819 788 1,693 

30,826 STD Unsee 
1,002 Reg Unsee 
2,814 Self funding Unse 

660 Secured 
35,302 

The repayment of approximately $26.1 billion of unsecured debt issued by Holdings and unregulated entities. 
This indudes approximately: 

$20.2 billion of current portion of long term borrowings. The remaining $0.9 billion of current portion of long-term 
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 billion 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 pool. The 
remaining 2.5 billion are bank loans in regulated entities. 

Confidential 

1 

Q3'08 
Total Chg 
3,783 (4,165)1 
1,280 346 
1,218 (13) 
2,074 (916)1 

660 
364 (185)1 

21,075 84 
30,455 (4,847) 

26,083 (4,743) 
788 (214) 

1,071 (1,743) 
2,512 1,852 

30,455 (4,847) 

LEI-... ~ 1AN BROTHERS ~--1:\ I PRELIMINARY DAU----:J 
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Commercial Paper 
+ We finished 2008 Q2 with $3.8 billion of commercial paper compared with $7.9 billion at the end ofQ2, 7.8 billion at I 

the end ofQl and $1.2 billion at the end ofQ3 2007. Average life was 30 days as of2008 Q3 vs. 41 days as of2008 
Q2, 52 days as of 2008 Q 1 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. 

14- ............... . 

8 " ... 
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Commercial Paper Outstanding($ Billions) 
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CP Investors • August 29 vs. May 31 • 
U.S. CP lnvostor11 European CP lnvestQJS I 
vA~nr SI31/20CR Bl2912008l DIFFF=:RE.Ncei hnvPdor J;l\'.I,MII anai'7MIII nl~;o~g5:klrcol '!;;'" __ -· 

~-., ·- ---·-· -- .. --· ·-- ~-- .. _.., __ ... ,.__ .. _,' ... ,_,.,_._ 
DREYFUS CORPORATION 575 0 (575) 8ARCLAYS 352 0 (352) 
AMERJPRISE FINANCIAL SERVICES. INC 616 148 (468) KBC BANK BELGIUM 154 0 (154) 
DEUTSCHE INVESTMENT MANAGEMENT AMERICAS INC 395 0 (395) BLACKROCK sa 0 [96) 
JP MORGAN ASSET MANAGEMENT NY 60S 225 (380) INVESTCO ASSET MANAGEMENl 91 0 (91) 
WELLS CAPITAL MANAGEMENT CALIFORNIA 2B7 4 (282) CIT! SEG LENDING 62 0 (62) 
NEW YORK STATE COMPTROLLERS OFFICE SOD 2SO (2S0) JPMQRGAN AM (UK) LTD 411 375 (36) 
SAN 01 EGO COUNTY 180 0 (160) CNP 91 59 (34) 
DELAWARE MANAGl:MENT BUSINESS TRUST 159 0 (159) THREADNffDLE 74 60 (14) 
HARRIS INVESTMfNT MANAGEMENT llUNOS 141 1 (140) ROGGE S3 51 (1) 
NEW JERSEY DIVISION OF INVESTMENT 136 0 (136) INVESCO 7 7 (0) 
PENNSYLVANIA COMMOt.WEAL TH 120 0 (120) MORLEY FUND 97 182 85 
AIG GLOBAL INVESTMENT CORPORATION 212 100 (112) KBC ASSET MANAGEMI:NT 0 87 87 
NORTHWESTERN MUTUAl LIFE INSURANCE COMPANY 110 0 [110) AOIA 0 91 91 
CREDIT SUISSE ASSET MANAGEMENT LLC NEW YORK 109 0 (109) GRANO TOTAL 1492 912 sao 
CITY NB -BEVERLY HILLS 70 0 (70) 
GUARDIAN UFE INSURANCE NY 65 0 (65) 
US TRUST CORPORATION NEW YORK 59 0 (59) 
CREDIT SUISSE - NEW YORK 58 0 (58) 
EA"rCN VANCE MANAGEMENT so 9 (51) 
MEAG NEW YORK CORPORATION 50 0 (SO) 
OREGON STATE 50 0 (SO) 
THRIVENT FINANCIAL FOR LUTHERANS VIIISCONSIN so 0 (SO) 
HARTFORD INVESTMENT MANAGEMENT CONNECTICUT ~8 0 (4B) 
UE3S FINANCIAL SERVICfS NEW YORK 114 68 (47) 
T ROWE PRICE MARYLAND 97 60 (37) 
SILICON VALLEY BANK 35 0 (35) 
SANTABARBARA. COUNTY OF 32 0 (32) 
RIDGEWORTH CAPITAL MANAGEMENT INC 37 7 (30) 
SAN MATEO. COUNTY OF 14~ 120 (25) 
AGRIBANK FCB 25 0 (25) 
EVERGREEN INVESTMENT MGMT CO lLC NORTH CAROLINA 292 270 (ZZ) 
CIGNA INTERNATIONAL INVESTMENT AOIIISORS CONNECTlCUT ~1 0 (21) 
AMALGAMATED BANK OF NY TRUST 20 0 (20) 
MCDONALD INVESTMENTS OHIO 19 0 (19) 
FOREST DUMMY: UNMAPPED SUBACCOUNT MASTER 18 0 (18) 
BARCLAY$ GLOBAL INVESTORS NA 15 0 (15) 
BS & T (CRAIGIE) 14 0 (14) 
WELLS FARGO BROKERAGE SERVICES MINNESOTA 23 10 {13) 
SMITH GRAHAM & CO 11 0 (11) 
COMMERCIAL PAPER LEHMAN HOUSE MASTER 8 ~ (6) 
GREAT PACIFIC SECURITIES CAUFORNJA 5 0 (5) 
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 (1) 
BREMER ANANCIAL CORPORATION MINNESOTA , 0 (1) 
RESERVE FUND 640 640 0 
CITY OF LONG BEACH-CA 65 65 0 
FIRST NATIONAL BNK FORT COLLIN 11 11 0 
WILMINGTON TRUST COMPANY a 8 0 
AMERICAN FAMILY LIFE II NV AO\/ 3 3 0 
UMBBANKNA 1 , 0 
ALLEGIANCE CAPITAL 0 0 0 
HIBERNIA INVESTMeNTS. LLC 0 0 0 
WESTERN ASSET MANAGEMENT CO 0 0 0 
CITIGROUP ASSET MANAGEMENT US 0 2 2 
NEW YORK STATE TEACHERS RETIREMENT SYSTEM 0 5 s 
PARTNER REINSURANCE COMPANY CT 0 10 10 
AFL-CIO HOJSING INV TRUST 0 25 25 
METROPOLITAN WATER DISTRICT 10 ~0 30 
NEW YORK CITY 0 ~9 49 
ABU DHABI INVESTMENT AUTHORITY 0 200 200 
RUSSELL IMIESTMENT MANAGEMENT COMPANY 350 618 268 
G_RAN_O TOTAL 6 6' 2 957 3 734 

LEP"' 1AN BROTHERS ·-~. 
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Commercial Paper: An Industry 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 ($8) 

245 244 

237 

226 

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

Source: Federal Reserve 
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Long-Term Debt 
l.onfl Tenn Ctpital -~ 
813112008 
(in millions) Final 

FY2007 
Final 

Q!Q8 
Final 

!lli!li 
Forecast 

0308 
Forecast 

Q!..!m 
Forecast 
FY2008 

Lon2-Tenn Debt Outstanding (Excludes CUrnnt Portion) 

Senior Notes 

Begiming Balance 

lssu.an:e 

Issuan::e- Debt Held in lnv 

Bank Facilities 

RollingiMaturity 

Other(2) 

Ending Balance 

Subordinated Notes 

Begiming Balance 

Isslllln;e 

lssu.an;e- J:kbt Held in lnv 

RoUing-Maturity 

Other(2) 

Ending Balance 

Junior Subordinated Notes (1) 

Begiming Balance 

lssuan::e 

Rolling!Marurity 

Other (2) 

Ending Balance 

L'TDOutstanding 

Total Long-Tenn Capital 

75;2.02 108,914 112,128 110,553 96,559 108,914 

69,646 16,144 11,504 2,249 1,320 31,217 

5,675 498 977 933 2,400 

- - - - -
(41,727) (14,044) (13,799) (11,744) (5,639) (45,225) 

118 615 (25?1 (5,432} !5,074) 

108,914 112,128 110,553 96,559 92,240 92,240 

3,238 9;2.58 11,181 12,625 12,089 9,258 

5,906 1,503 1,979 3 - 3,484 

374 95 73 90 

(805) (125) (222) (521) - (868) 

545 451 ~385l ~lO:zl - (42l 
9,258 11,181 12,625 12,£ti9 12,1119 11,832 

2,738 4,978 4,976 5,004 4,924 4,978 

2;2.63 - 26 - - 7Jj 

(189) . (25) (16) - (41) 

166 (2) 27 (64) - (39) 

4,278 4,976 5,004 4,924 4,924 - 4.924 

123,150 128,284 128,182 113,S71 109,252 108,995 

145,653 153,114 154,458 142,():19 138,408 138,151 

(I) Jmior Subordinated Note excludes equity value arrl FAS (lhe difference to ledg::r will be captured in subordinaled nctes) 
(2) Other in::ludes FAS and otrer mise item;. 

+ Average life of long-term 
debt was 8 years as of 2008 

Q3 and 2008 Q2 versus 7 

years as of 2008 Q 1 and 

2007 Q4 
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Debt Issuance And BuyBackC1) 

Data As 01 . 8/2912008 {$ r.lillions) 

,.......,."' 

Confidt tial 

I 

· structure . . PlainVanilla . . · · · ToiBI · · ' • ' :' · - · _: 

2008 01 
2006 02 
2008 03 

YTD lssualice bylenor(inSmm) · Yllllssmneebyter!OrrmSmm) 

-- --c- i -··· 
().!Years 1-2Yeers 2-3Yms 3-4Y~ers 4-5Ye,rs >5Yms' Total 0-1Yms 7-2Yecrs 2-jY;;;;rs 3-4Yoor;' 4-5Yom ~5Years 

u:o 1.~76 693 69~ m. 1,976 7,410 11 616 1.9~ 42 2 6.231 
1.239 823 448 m 36:- 1,284 4,(82 510 ____ 1,D_B2 m as ·-.-o 1.m 

365 196 222 121 77 m 1;437 693 ~ 38 40 71 121 -

YTDissuame byTenor[m'$mmj · : · · · · : · 

Totet 0-1Years: ·tirears .. 2-3 Years·: 3-4Ye•r~ 4-5Yws >5Yaar_, Total . ~··· 
8,885 1.~67 2,192 2,677 738 917 8,207 1Q.29Q 
5,571 1,m . . !-~04 86~ 408 :21 S.iO€ 1(053 .. 
1.008 1,058 240 260 161 148 579 2,445 

Total I 3.161 2.m 1,163 1.138 1,3:6 3,711 13,3291 .I 1,213 t.m 2.m 1~ 130 13,m 19,4841 I 074 4,336 3,802 i 1,30: I.!BO 17,!91 }2.IDl 

20DB 01 

2006 02 
2006 03 

2006 01 

2008 02 

2008 03 

YTD BuyBack by Tenor ~n Smml 

lf.l Yearo 1-2 Yooro 2-3 Years 3-4 Yur;- 4-5 Yws >5 YeBrs 

(125) (17.!) (!SS) (6\) (1~~-} . _(4~7) 
[101) il~~j (410) (677} p6S) (4~) 

(16f.) (1.020) (420) (2o3l (200} [417) 
-

YTD EaJiyCalfs by Tenor [In Smm) 

0.: Yem 1-2 Yws 2-3 Yeors 3-Hears. ~5 Yw; >5Yee~ 

(333} (332) .... (I_~S) .. J226) (401) .... j~~~) 
. [955) (2~-4) . . (227) .. (213l . (120) __ j!~ 

(209) ~~-9) (44'1 (12) (3) (44) 

YTD lluyllaclc bY Tenor fai Smm) . 

Tote/ · lf.1 Yem 1-2Yeers 2-3 Yeus 3-Hears 4-H••rs >5 Yms 

(1.09~)1 
(2,006) 

- _ _(2JP.l --- _(~00) (1,337) !6_5) ... (6} (165) 

-·-· _(10) (316) (52) (0) (i95) 

(2.435) c______(10} (23) {29~) (374) (:.o) (3,310) 

YTDEarlyCalfs bylenor[IDSmm) 

Totet· : O-f Years >5 Yeers 

... Ro_~l (3) ---- (5) 

--~~- (1) (16) 

(370) (10) 

YTDBuyllatkbyTenor[lnSmm)' · . .' · · · . . . · .: 

Tolar. ().1Yee~; 1-2'/em 2-3 Years, 3-Hws 4-5Yem >Hem Total -·-· 
(2.16~)- . --- (41.§L ---- (474) [1,493) -··- (12ol (1=1) (602) (3.262) 

(1.173) (111) 
-·· 

(1E-4) .. rr~J --- (723) (165) (1,290} (3}79) 
(4.061) _1lli) -- {1,043) (713) (6~) (250) (3.727) {6,546) 

·-
YTDEarlyCa[ls byTenor[IDSmm) 

Total 0-1Yeers. 1-2 Yem 2-3 Years i 3-4 Years 4-5 Y~ers >5Years Tote/ ·-·-

(457) 

.. -J~s.i[ 
. _ .P~S) ____ _{~S) __ _j~1) (226) _(412) (595} (2,495} 

... - (9~~) __ __(~~D) .... (~7) (213i (120) {421) (2,197) 

(10) (209) (59} (4'1 (12i J~) (380) 

)o!a! j [1,497) (646) (426). (4S1) (523) (1,038) [4,58111 . j (S) [18) (425) (11) i32) (49211 I (1,501)! (664) (851} (451) (534) (1,070) !M7JII 

1. Source~ Because data above are calculated using a slightly different methodology, they may nor match the data presented in rile previous slide 
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Confidential 

Long-Term Debt Maturity Schedule -. 
Long .. Term Debt Maturity Schedule ($M) 

ill! LTD Extendibles Total 
11/30/2009 2009 Q4 5,445 416 5,861 
2/28/2010 2010 Ql 3,235 72 3,307 
5/31/2010 2010 Q2 5,425 997 6,422 
8/3112010 2010 Q3 3,327 25 3,352 

11130/2010 2010 Q4 2,043 0 2,043 
2/28/2011 2011 Ql 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 Ql 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 

11130/2012 2012 Q4 3,337 0 3,337 
2/28/2013 2013 Ql 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 
5/3112014 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 43,717 
Grand Total 111,247 2,324 113,571 

LEP .. fAN BROTHERS 1...-<: r: --PRELIMINARY DATA -. .:j 
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Long-Term Debt Issuances 

r·~ ....... ,.··'''\ 

Confidt Lial 

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

Investment BankO> Public Benchmaa·ks Issuances ($B) Investment Bank 5 Year Credit Default Swaps (Bps) 

44.8 500 
--

450 J Ql ... Q2 i Q3 

400 

29.0 ~ 
350 - 300 

250 

200 

150 l !VI:~ ·\tl~M;J/f ·i . . n· · .. , ;·: · \ ... 
.... ! 

I _.. .: -. . 
I t• -k ~ •y ' t • I /\...J i • ~ 

100 . - I • 
... 

r • • 

0.7 
50 

t:l:b&:KiiJ,.......w:caL&U 

Q108 Q208 Q308 
0 

12/3 113 2/3 3/3 4/3 5/3 6/3 7/3 8/3 
• USD s Other Cur1·encies (1) 

-LEH • • ·GS --MS ....... MER 
J, Other category is represented as USD equiva/enl 
2. ilrves11nen1 banks include Lehman Brolhers, Morgan Stanley, Merr;JJ Lynch and Goldman Sachs 
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Confidential 

Committed Facilities 
I 

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

Draw Date Repayment Date Currency Amount Draw Date Repayment Date Currency Amount 

29-Jan-08 5-Feb-08 USD 2,500 14-Apr-08 28-Apr-08 USD 2,000 

5-Feb-08 12-Feb-08 USD 2,500 
12-Feb-08 19-Feb-08 USD 2,500 
19-Feb-08 26-Feb-08 USD 2,500 
20-Mar-08 27-Mar-08 GBP 1,000 
27-Mar-08 3-Apr-08 GBP 1,000 

Neither facility was drawn during 2008 Q3 

LEF"" fAN BROTHERS 1-0, 
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Cash Capital Facility Gains & Losses During Q3 

$Millions 
Banks Secured/Unsecured CCY Amount ($mm) Collateral 

Wins 

None 

Losses 
SMBC 
SMBC 

Pending 04 Losses 
Danske 
Swedbank 

Secured 
Secured 

Secured 
Secured 

LEHMAN BROTHERS 

JPY (500) CWL I Corporate Loans 
USD (350) Corporate Loans 

(850) 

~o o~c~ 
~D Q~C~ 

~5~ 

19 

Notes 

Facility was not extendible and is now rolling into current portion 
Facility was not extendible and is now rolling into current portion 

Reduction to happen on 9/8 
Reduction to happen on 9121 

I 
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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 I 

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 

+ 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) 

Total Standard Trades 

Non-Standard trades 
IRP transactions- Americas 
IRP transactions- Europe 
IRP transactions- Asia 
CDO transactions -Americas 
CDO transactions - Europe 
CDO transactions -Asia 
Securitized Products - Americas 
Other (IRP) -Europe 
Total Non-standard Trades 

Total Collateral Requirement 

Immediate 
impact 

2,575 

79 
34 

0 

113 

2,688 

·· 2ooa a3··; · · -~·~< __ : ...... 
1 notch 2 notches 

downgrade downgrade 

79 402 

382 467 
1,689 993 

12 
4 0 

28 36 
98 14 

312 
23 

2,548 1,511 

2,627 1,913 

Immediate 
impact 

2,419 

72 
82 

0 
295 
44 

170 
14 

677 

3,095 

2008 Q2. 

1 notch 2 notches 
downgrade dovmgrade 

220 455 

451 2 
1,975 786 

2 6 
19 3 
74 215 

107 
61 16 
14 28 

2,702 1,055 

2,921 1,510 

Increase of $600m in our 2 notch number results from more conservative Moody's "2nd trigge~· at Baa1 coming in 
Decrease of $200m in 1 notch numbers for IRP Europe due to stronger dollar and lower Euro rates (1M3 pay float mosUy) 
Decrease of $200m in overall COO numbers resulting from more in depth calculation of contingent collarteral requirements 

Variance 

Immediate 1 notch 2 notches 
impact dooograde downgrade 

156 (140} (53) 

7 (69) 466 
(48) (286) 207 

10 (6) 
0 (14) (3) 

(295} (46} (179) 
(44) (8} 14 

(170) 251 {16) 
(11)__ 9_ (28) 

(5§_3) - ( 154) 456 

(407) (294) 403 

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

LEJ-T' 1AN BROTHERS ""·t:\ 
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Novations 
Novations continue to remain at subdued levels despite the widening of our credit 
spreads 
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Secured Funding 
Deleveraging of balance sheet during Q3 drove reduction in secured funding requirements. 
Overfunding increased by $5bn to $32 billion. 

Non Govies & Agencies Tickets ($B) 

123 126 121 
116 

18 15 
27 

32 

2007 Q4 2008 QJ 2008 Q2 2008 Q3 

13 Non Govies & Agencies Collateral To Fund 0 Excess Collatc•·al Borrowed D Ticket Owrfunding 

Actionable Box ($B) 

14 14 13 

- 8 

2.007 Q4 2008 Ql 2008 Q2 2008 Q3 
• Actionable Box 
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Liquidity Risk Of Secured Funding 
Liquidity risk of our secured funding continues to be well contained. 

$211 $115 
, ............. rei:~;.~::.~. ·-

:;, ... ~: ~ . ' 

v; "i'' . ·'· .... 
.:- : 

M%~~~<~iJ~ 
···. 
•. 

.,--\ ;: ·:.• 

I :~-· :<· ... 

Tri-Party Rcpo Book Collateral- August 31,2008 ($B) 

$96 $39 

$9 
$23 

Confidential 

$44 

I 

+190% 
coverage 

Customer Collateral (-52%) 

Tri-Party Repo (I) Gowrnment I 
Agency 

Tri-Party Repo 
ex. Government/ 

Agency 

Central Bank 
Eligible 

lnves tment 
Graue Securities 

I Major Index 
Equities 

LEH Bunk 
Funding 

Less Liquid 
Asset Funding (2) 

Awilable to (J) 

Broker I Dealer 

I Q2 '08: $188B $83B $105B $40B $25B $8B $32B $50B (+150% coverage) 

1. Gross exposure 
2. Average tenor ojreposfimdlng less liquid assets stood at41 days as of August19, 2008. 28% of the S23B i:; >/month duration 
J Includes Holdings' Liquidity Pool ($42./B). LBI's {$0.98), LBJ 's{$0./B), and Bankhaus'.s ($1.28). Excludes $/B ojc11sromer free credits in LBJE 
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Confidt ~ial 

Key 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. 

Triparty Repo Book 
Total Overfunding ($B) 

Tickets 
Excess Collateral 

Average tenor (days) 
Central bank eligible 
Non Central bank eligible 

%Overnight 
% <=1 week 
%> 1 week 

% > 1 month 

LEHMAN BROTHERS 

Non-Traditional' Repo Book Metrics 

0407 
$18 
$6 
$12 

27 

52% 
13% 
35% 
100% 
24% 

0108 
$15 
$9 
$6 

22 

56% 
18% 
25% 
100% 
20% 

24 

.... 

0208 0308 :;Q3 vs 02 Chan2:e 
$27 $32 :• 18% ,. 
$16 $20 :: 26% ~ i 

$11 $12 
~. 

9% 

35 33 -2 
30 25 -5 
38 38 0 

42% 46% 4% 
12% 8% -4% 
46% 46% 0% 
100% 100% 
29% 28% -1% 

I. Non·lraditional repo book excludes Governmenls, Treasuries, Government!MBS 
Agencies 

I 
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Confidential 

Loss Of Repo Counterparties 

Triparty Repo Book 
# Repo Counterparts 

0407 
78 

0108 
70 

0208 
68 

0308 
62 

03 vs 02 Change 
-6 

Net Loss: 8 Counltrparls Net Loss: 2 Counterparls .;..N.;..ci_L.;.;os_s:....;6:....;C;.;.o.;.;un....;le""rp"'a'"'rls'---""""!:':-::::-~:=---------
Q4071o QI08 QI081o Q208 ()208to_Q308 

~ 
ECB 
FENWA Y FUNDING LLC 
EXXONMOBIL FINANCIAL 
HYPO VERErNSBANK 
MIZUHO 
UP ICO 
UPS 
MANUl.IFE FINANCIAL 

Losses 
BARCI..AYS 
WELLS FARGO 
FUND FC02 STIFF 
DEUTSCHE BANK 
ELLINGTON 
F1RST ASSET MGMT 
FROST BANK 
ZURCHERKANTONALBANK 
OLDM!JfUAL 
BANK OF KOREA 
BAYERlSCHE 
CIBC 
FARMERS&: MERCHANTS BANK 
ARCHE MASTER FUND LP 
SAFBAN 
CAPITAL ADVISORS INC 

16 

LEP''tAN BROTHERS 

CACEJSBANK 
CONSORCIO 

Gains 

CONTROLADORA DE SERVICIOS DE 
FEDERAl.. RESERVE 
FIELD STREET MASTER FUND, LTD. 
FROST BANK 
MACQUARIE BANK LTD 
METLIFE 
OSAKA SECURITIES FINANCE 
PASCAL FUND LTD 
SOCIETE GENERALE 
swrss RE 
TELEMEX 
TENSOR 
THETOKYOTANSHI CO.,LTD. 
TRIARACOM 
\VESTLB 
ZURCHERKANTONALBANK 

18 

Loss~s 

UBS 
Rt\BOBANK 
ABN AMRO 
MORGAN STANLEY 
BANCO StiNT ANDER 
MET WESTfiVACHOVIA 
SVENSKA BANK 
CATER ALLEN 
lNG 
COMERJCA 
PUTNAM 
ABBEY NATIONAL SECURITIES lNC./NP} 
UPICO 
SEI 
UPS 
SFTC 
NAVY FEDERAL CU 
MANUUFE FINANCIAL 
COLUMBIAMGMT ADVISORS INC 
TRAVELERS 

20 

..... .:;: 

Gains 
ABNAMRO 
DANMARKS NAT!ONALBANK 
MET WEST 
ROYAL BANK OF SCOTLAND PLC 
SFTC 
SUMITOMO 
SWEDBANK 
UNll\'ET S.A. DE C.V. 

AIM 
AMR. 

Loms 

BANK OF AMER!CAINATIONSBANK 
CONTROLADORA DE SERVICIOS DE 
DREYFUS 
IBT 
JANUS 
LBBW 
MACQUARJE BANK LTD 
METLifE 
MIZUHO 
PASCAL FUND LiD 
SW!SSRE 
US BANK & TRUST 

14 
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July/ August Lost Repo CapacityCI) 
Shell Booked Variance- .\ugust 29th vs. July lsl 
E1clud1:5 Bonkbaus, ECB & Fed 
lnclud"' Non-Trndilional Rope Book Only 

Priucinnl iu.t:iB,--' ··-··· 
___ ,, ... 

l!.o2lon Countema.rtv Groun 
Asia CAL YON 

JP MORGAN CHASE 
MITSUBISHI 
Other (3 Coun~<:rt>artiesl 

Asia Total 
Europe CITIBANK 

CSFB 
DRESDNER 
DZBANK 
FORTIS 
lNG 
KBC 
LCH 
NATIXIS 
RACERS 
RBC 
ROYAL BANK OF SCOTLAND PLC 
RZB 
STATE STREET 
Olhor CIS Coun1croanicsl 

EurooeToml 
u.s. B(il 

BONY/MELLON 
DRESDNJ;R 
DREYRJS 
DWIGHT A.M. 
FENWA Y FUNDING LLC 
FHLMC 
FIDELITY 
FORTIS 
JP MORGAN CHASJ; 
LBBW 
MIZUHO 
NORTHERN 
NORWEST 
STATE STREET 
SUMITOMO 
SWISS RE 
OU1cr (3 1 Counlcr]l<U1icsl 

U.S. Total 
CumulativeChan~c Thru 11119 

EMC Equitii:S 
(0.5) 
0.2 
0.3 
(0.0) 
(0.0) 

0.0 
(0.2) 

(0,3) (0.0) 
(0.0) 0.3 
0.) (0.3) 
(0.1) 
(O,S) 0.1 

(0.0) (0.1) 

0.5 (0.4) 
o.s 
(0.1) (0.4) 
0,1 
10.2\ 0.2 
0.1 (0,8\ 

(0.1) 

0,4 

0.0 

(0,;!) 

0.3 

0.5 

0.1 
0.8 

0.1 0.0 

IIY ABS IIY Convert In' Corp IIY PL IC ABS IC Convert IG Corp IG PL MI\1KT Muni RWL 

0.0 0.0 (O.J) 
(0.1) 

0.1 0.0 0.0 0.1 
0.3 (0.4) 0.0 0.0 

(0.1) (0.0) (0.2) 
(0,1) (0.0) (0.0) 0.0 (0.0) 

(0.2) (0,1) 
(0.2) 0.0 0.0 0.0 

(1.1) 
0.0 0.0 (0,1) 0.7 

0.1 0.1 
(0.1) 0.0 (0.0) (0.0) (00) 
0.0 (0.0) 0.0 0.0 0.4 

0.0 0.0 10.1\ 0.0 10.0) 0.1 0.0 
0.0 0.0 (0.5) (1.6) (0.1) 1.1 0.0 

0.0 (0.1) (0.3) 1.0 (1.7) (O.S) 
(0.6) (0.1) 0.0 

(0,5) 0.5 (0.0) 
(1.0) (0.7) 
(0.0) (0.2) (0.0) 

(1.0) 
(3.0) 

(0.1) (1.)) 0.1 0.4 0.8 (0.2) 
0.3 1.0 0.7 

0.1 0,0 1.0 (3.6) 
(0.8) 

(O.S) 
0.3 0.0 0.5 

(0.7) 
0,0 0.0 0,0 0.7 0.0 0.0 

0.4 
(0.?) 

10.1) 0.0 (0.3) (0.1)_ 10.0) 0.4 (0.2) (0.0) 0.0 {0.1) 
(1.4 0.1 (3.4) (0.1 0.1 1.9 (S.S) (2.1) (0.1) (0.3) 
(1.4) 0.2 (4.0) (0.1) (1.5) (0.1) 3.0 (5.5 2.1) 0.1 0.3 

Cumulative Chango 
Thru 81l9 

(0.5) 
0.2 
0.) 
(0.0) 

(0.0) 
(0,2) 
(0.3) 
(0.1) 
0.1 
(0.0) 
(0.4) 
(O.S) 
(0.3) 
(0.3) 
(1.1) 
0.8 
0.6 
(0.6) 
o.s 
0.0 
(1.8) 
(1.7) 
(0.7) 
0.3 
(1.7) 
(0.3) 
(1.0) 
(3.0) 
(0.6) 
2.1 
(2.7) 
(0.8) 
(0.5) 
1.0 

(0.7) 
1.2 
0.4 
(0.9) 
(0.5) 
10.0 
11.8) 

lcumulativcChangcThru812B ro:4 -· 0.1 (1.4) 0.2 (4.0) (0.1) (1.7) (0.1) 2.4 (5.5) (2.3) (0.3) (0.3) I (12.6) I 

ID=O-D Variance I (0.3) (0.1) 0.0 0.0 0.0 0.0 O.l (0.0) 0.6 (0.0) 0.2 0.2 (0,0) I 0.8 I 

BANKHAUS 
ECB 
FEDERAL RESERVE 

(0.0) (0.2) 0.4 (0.0) 0.0 0.0 
(0.0) 
9.1 

0.1 0.0 

(9.1 

0,2 
(0.0) 
0.0 

(Total D-o-D Variance I (O.J)u (oj) 0.4 0.0- 0.1 0.0 9.3 (0.0) o.t (9.1) 0.2 0.2 (0.0) I 1.0 I 
I. Loss of repo fXlpacity in June 2008 was negligible 
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t:umulofiv< Lhango 
Thru 8/lS D-o-D Variance 

(0.5) 0.0 
0.2 (0.0) 
0,3 0.0 
IO.Ol 0.0 
(0.0 0.0 
(0.3) 0.1 
(O.J) 0.0 
(0.1) 0.0 
0.1 0.0 
O.S (0,5) 
(0.4) 0.0 
(O.S) 0,0 
(0.4) 0.0 
(0.3) 0,0 
(1.1) 0.0 
0.6 0.2 
0.7 (0,1) 
(0.6) (0,0) 
0.4 o.o 
0.0 10.0) 
(1.6) (0.2) 
(1.7) 0.0 
(0.7) 0.0 
0.3 0.0 
(1.7) 0.0 
(O.J) (0.0) 
(LO) 0.0 
(3.0) 0.0 
(0.6) 0,0 
0.8 1.3 
(2.8) 0.1 
(0.8) 0.0 
(0.5) o.o 
1.0 (0,0) 

(0,2) (0.5) 
1.2 (0.0) 
OA (0.0) 
(0.9) 0.0 
(0.6) 0.1 
(11.0) 1.0 
(12,6 0.8 
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Confidential 

Federal Reserve Facilities 
+ We have not used the PDCF (Primary Dealer Credit Facility) since Aprill6 I 

+ 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) 

• As a result, TSLF is a very competitive facility. Rate to swap these securities versus Treasuries is the minimum 
rate of25 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 

- - -- ---

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 
PRJVATE 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 

LEP'-1AN BROTHERS ~ 
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.F\ Confid{ .. )ial 

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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I:XSTITl.:TIO:'\: L~bman Brothers AS OF: Si29!08 (S in billions) 

OFNand 2-14 
Open D:n."·s. > 14 Days TOTAL 

LIQ"L"ID 
Treasuries 26 .. 9 0.0 O.Q 26.9 
·c:io··c;~~:-~-;;;~~;r~-·--············---·--···············----·-···············-·-·· ----·-·s-:6··--·-- ············· ·1·:6--....... ··-·-·-···-o~;;·········- -----s:·o·········· 
:~;:~~~~~~::::·::~~~~:~~::~:::~::~:~~~:~=-~=~:::::::=:::=:~:~~=.::::::::::::::::=~= =-~:~3.~~~:==:: .. :::::::~j}j>=:::::::: ~:~==~~~:~=-~~:~ ~:::::.~1~.~~~:.:.~ 
.:~.:g-~_!l_9.:.~.!!!~-·-··········--·-·-·---······-····--·-·-··········-············-·-·-·--·- ............ 3..~=-~---········ ----·-·-g·,~---····-··· -··-·······t?.:l ___ .. , ... .... , .. _"'!..~~~----···· 
Agenc:-· C:\IOs 4.2 0.0 6.3 10.5 

S"UBTOTAL LIQ"L'""ID 98.2 2.2' 14.3 114.7 
LESS LIQ"LTD 
Asset Backed Securities 
--·-:P·:nc::F-i~@il~·-·-·······-·----·-··-· .. ···-···---·--·-....... _ ........ _ ........... o:cs··--·--· ·----o~·i ...... ___ ---.... ·a~·o·----· ·---·-1~4_ .... .. 

ECB or Other CB Eligible 0.9 0.1 11.4 12.3 
Xon-Eligible ?_4 1.5 1.0 -I_S 18.5 

Bank Loans ..... _i>oci .. 'Eii"Siii"~ ............ _______ ........... _______ ........ -.... _________ ........ ___ o~o·· .. ··-- ............ o.:a··-.. -... --o.-o ........ -. ·-·-.. ·o·:·o .. ·--· 
ECB or Other CB Eligible 0.0 0.0 0.0 0 .. 0 
~on-Eii.:oble 0.0 0.0 0.0 0.0 

C:\.10 Prh·are Label ....... P'ncF".'Eii!iili1~-·-............. _____ ........................ -.................. _ ............................ -o-~6 ............ ·---·--·o~o .. ·-·-· ............. 3"~-6 ............. -- .... 4·:·3 ........ .. 
ECB or Od1er CB Eligt'ble 0.0 0.0 0.0 0.0 

Xon-.Eng..blc 2.5 1.2 0.9 

Commercial Pap~r ....... :Pr:ici .. Eii!ii"hi~··· ...... _ .. _ ........................................................................... -·-·--.. 7·:·1 ........................ o:o ...................... o:·o ...................... 7·:·1········ 
ECB or Other CB Elig~'ble 0.0 0.0 0.0 0.0 

Xon-Eligt"ble 0.0 0.0 0 .. 0 0.1 

.S:.~.!]?..~.r::~_t~~--·················-·--·-··········-····--···· ··-······-····-·-·-··-··········-····-·· -············-···--·-······· ·······---·--············-- --········-··-·-···---·· ······----·-·--······· 
PDCF Eligible 
ECB or Other CB Eli~"ble 
X on-Eligible 

~9-~!~: _____ . .,,. ......... - ............................... ______ ,,. .... _ .............................. ____ .. 
PDCF Elig~"ble: 
ECB or Other CB Eligible 
~on-Elig~."ble 

International 

7.5 
LO 
7.6 

0.0 
1.6 
1.8 

7.5 
4.7 

1 LS 

.. ......... -----·-·'"··"' ·-----................ f- ........... _____ .................. ._ ... ____ .. ., .. 
0.0 0.0 0.0 0.0 
0.0 
8.9 

0.0 

4.1 

0 .. 0 

P.9 
0.0 

25.9 

-----:p·ncF--Eii;:;:;i~ ··-·----··· ................................ -·--·----·----........... --- -........... o _ o ........... ..-------o~o ........ . 
0.0 0.0 

ECB or Other CB Eligible 0.2 0.1 

:\.lonev :\Iarket ..... _____ ,, __ ,,_,.,, ....... ~--·-·--·-·""''""'····--·--·"·''"'"'''-·-·----"''""''""~--··"'"'"' .......... , __ ......... _, ...... _ .... , ........... _____ , ........ -......... __ ,, ....... -·--·-·-·-.............. -
PDCF Eligt"ble 0.0 0.0 0 .. 0 0.0 
ECB or Oilier CB Eligxble 0.0 0.0 0.0 0.0 
Xon-Eiig~"b1e 0.0 0.0 0.0 0.0 

:\Iunlcipals ....... :Poc:F-E:ii~'b!;;-......................................................... -.. -...... -........... --·· -............ i.:2·-·---· ............... o:o ............ -·-·· .. a·~a-·-- _ ......... i~2·--· 
ECB or Other CB Eu8Jble 0.0 0.0 0.0 0.0 
Xon-Eiigt"ble I. 5 0.0 0.0 1.5 

-~~-~~-·-~ .. !--~-~':' ................. ._ .. ____ .,,., ......... ____ ., ___ ................. -·-·· ..................................................... - ......... _ ............................... - ......................... - ... . 
PDCF Eligible 
ECB or Other CB Eligt'ble 
Xon-Eligtble 

Other 

0.0 
0.0 
0.1 

0.0 
0.0 

0.1 

0.0 
0.0 

0.5 

0.0 
0.0 
0.6 

-----?D"c"F-Eifgi'b!~·· .......... ___ .................................................. -............................ o:o·-............. --o~o ............ ---·a·:c;-··--· -··-···o:o·----
EcB or Other CB Elig~'ble 0.0 0.0 0.0 0.0 

::-:on-Elig:.'ble 
Su'"BTOTAL LESS Ll:Qu""ID 

Liquid Collateral 
PDCF Eligible 
ECB or Other CB Eligible 

Non-Eligible 

l.i"NSECURED FCJ'"l'o"DING 
CP. Oilier STD and Current Portion of'LTD 

l\.l::E:i\-10: TSLF Ellsdble 

..-\.A.A Asset Backed 
A .. A.A Private Labels 

0.0 
44.6 

98.2 
17 .. 0 
2.0 

'>5.5 
142.8 

OIN and 
OoEm 

1..1 

OFN and 
Open 

4.'> 

0.0 

0.3 

0.0 
12.3 

2.2 
0.1 
1.8 

10.4 
.14.5'. 

:2 -i4:·. 
Davs 

1.7 

2 ..;14 
Da'\.·s 

0.0 
0.0 
0.0 

0.0 
39.1 

14.3 
4 .. 3 
n .. 9 
c>l_O 

SolA 

> 14Da:rs 
-1 Year 

.24.8 
> 14 Da.:t·s 
-1 Year 

6.3 
0.6 

3.5 

0.0 

95.9 

114.7 

21.5 
17.7 
S6.S 

210.7· 

TOTAL 
27.7 

TOTAL 
10.5 
0.6 
3.8 

0.0 

7.2 

25 .. 9 

S.l 

0.0 

2.7 

0.6 

0.0 

CONFIDENTIAL TREATMENT REQUESTED BY LEHMAN BROTHERS HOLDINGS INC. LBHI_SEC07940_042699 
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Confid( tial 

Liquidity Stress Scenario Assumptions 
Loss of Secured Funding 

• Repos 
Goverrunents & Agencies 

Corp orates 
High Grade 
High Yield 

Asset Backs I Private Labels 
High Grade 
High Yield 

Commercial Paper Repo 

Muni 

Equities I Convertibles 
El 
E2/ Cl 
E3/C2 

%Rolled 
100% 

70% 
0% 

40% 
0% 

70% 

40% 

70% 
0% 

0% 

• Munis TOB - 7 day put exercised on day 1 

%Lost 
0% 

30% 
100% 

60% 
100% 

30% 

60% 

30% 
100% 
100% 

- 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 

LEHMAN BROTHERS 

Loss of Unsecured Funding 

+ 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 

I 

• 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 

30 
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Stress Scenario- Overall Results 

2-SeJ:! 3-SeJ:! 4-SeJ:! 5-SeJ:! 8-Sel! 
Beginning Cash Position (I) 45.3 37.2 32.2 34.2 33.0 

Net Loss Secured Funding (6.5) {3.7) 1.0 (0.0) (0.1) 

Unsecured Funding 
Unsecured Debt 

CP {l.l) (0.1) {0.2) - (O.l) 
STD excluding CP (0.0) (0.0) (0.0) 0.0 (0.0) 
LTD (0.0) (0.0) (0.0) (0.0) (0.1) 
Buybacks - - . (0.2) 
Deposits of Banking Affiliates (0.4) - - - -
Committed Facility Drawdown - - 4.5 . -

Net Loan Funding - - (1.5) - (0.3) 
Derivative Activity 

Posting of Uncalled Collateral - (1.2) (1.2) - -
Downgrade (2 Notches) . - . - -
Disputed Margin Payments - - (0.5) (0.5) -

Cash outflows to fund operations (PE, NPE, etc.) - - - (0.5) -

Total Net Loss Unsecured Funding (1.6) (1.3) 1.0 (1.2) (0.5) 

Ending Casb Position 37.2 32.2 34.2 33.0 32.4 

I. Includes Holdings 'Liquidity Pool ($:/2./ B), LB/E's ($1.0 B), LB/'s ($0.98), LBJ's (SO. I 8), and Bankham 's ($1.28) 

LEt"' .. 1AN BROTHERS 

Confidential 

I 

9-Sel! 10-SeJ:! 11-See 12-See 15-See Week 3 Week 4 Total 
32.4 31.5 29.8 28.4 27.1 24.2 18.7 45.3 

(0.8) (1.2) (0.8) (0.2) (1.0) (2.7) ( 4.2) (20.3) 

(O.l) (0.0) (0.1) (0.0) (0.6) (0.0) (0.0) (2.4) 
(0.0) (0.0) (0.0) 0.0 (1.2) (0.0) (0.0) (1.3) 

(0.0) (0.3) (0.0) (0.0) (0.1) (0.5) (0.9) (2.0) 

- (0.2) - - - (0.4) (0.2) (1.0) 
- - - - - - (0.4) 
- - - - - - - 4.5 

- - - (1.0) - (1.0) - {4.2) 

- - - - - - - (2.4) 

- - (0.5) - - - - (0.5) 

- - - - - - - (l.l) 

- - - - - (0.5) - (0.9) 

(0.1) (0.5) (0.6) (1.0) (1.9) (2.7) (1.1) (11.6} 

31.5 29.8 28.4 27.1 24.2 18.7 13.4 13.4 
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Stress Scenario 
s~curet.l Fundlnp: 

L-..'f.ll Cnpucitv 
t.n.J 

El • Mujo.- lnd..::x l!quiti~lll 
l:t~- N,lft·Mujor lm.lcx JJ:quiticK 
E3 • N~m.Mnjor hu.h:x Equitie:t. {<SiS) 
EMG 
TC1tnl J.BJ 

LUIJo: 
O()vcrf'lln..:c'\\ A8CclCY 
Sov~n:ignl'l 
J\!UICI llnck111 • lnv.:stmem Ornde 
J\~l"el llncks • Non•lnvc~tmcnt Orode 
C I - lnvc..;hlu::IU Grud., Cl'lnvol"lihlcs 
C2- N~lll•II'VC'..'HOl\!'0' Orndc Convcnlble~ 
Coa-pu.-uh.n; - Jnv~~\mcnt Grade 
Corpt)l"ut.::i - Non-lnvcatrncnl GrudQ 
El- Mnj-.u Index C:quhlc:& 
E:t- N.;,n-Mnj"r lnd~x. Equilic1'1 
Ul • Non-Mujor Index Cquittes (<$S) 
EMO 
Money Mur'k.:ts 
Jll'l\·~tle Lubcls- High Vic:t..J 
l,rivnte Lnl:\cl:; - h,vcsonc1U Grnde

To3lol LBIE 

Llll 
Oovc,.nmctll A~cncy 
MAS 
Suvcn:~sns 

A:-~:«.:1 Bucks - lnv.:stmcnl Cru.dc: 
A:~~..:\ lliiCk:' - NonAJnvcNllncnl Gro~c 
C 1 A lnvl.!...~tnl..-::nt Grade Conv"'rt.'blcp; 
C2- Non-lnV'c:~cmc:nt Oruc.Jc Canvcniblc:M 
Corpprnh:l'- lnv~Zihnc:nl Orndc: 
Corpl"'rnh:~t • Nort•lnvcrnmenl Orau.lc 
r:: 1 - M••Jt"'r h\dcx E.quili&:t~~ 
E2- Non-Mojor Index Equ,tic~ 
E3 - Ntli"'-Mujor lndcx E.qultictl {<SS) 
Money M,lrkct~ 

Mu•u 
P'rivo1~ Ln\,'"'1:;- Ui&h Yi.:ld 
I,.riv01o I..nh..::ls • tnvt:totm~;rl\ Cirnd~; 

Tmul I.BI 

LOlli 
Wh ..... h:lnon R,_..:;idcntial 

Tv•"l Lo!t• c .. p11city 

MitiRnnltl nnd other ~crc:s:l elements 
LIUE 

Prim..: Broker CU.'ttomcl" t:'rc::;g Cr4;;ditt1 
Prim~ llroker R~duclion 
Ex~e:oz~ C'-'llntcrnl Reaurnetl 
t:;CB 
Bunkhuu"" l:undins liCB ElisibJa 
I•"YJ: Addirionctf rcpo.• u•lrh Rankhuus 

Total I.,lliE 

Lin 
11 ricnc 11rokcr Cusl()mcr F,-cc Credits 
Unwind1ns or Muni TOB PrCIQ. 
Uuluncc Shc:cl Reduction 
Writc40'-Vl1:< on bulun<~:c trihcct rcdu~~:tion 
Dcalcr-ba~d Mni~Jhc-"-' Dook Rcdvclion 
E;oc:c::c!ts Colln.1~rnl R<!:•urncd 
T~:rm Ov~o:tfundins 

Tolnl Llll 
Net l .. nl'll" See:urt.!tl Fundi"A 

LEHMAN BROTHERS 32 
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Prime Broker 

LEF .. '1AN BROTHERS 

Customer Free Credit Balances ($ Billions) 

12.7 12.0 

10.0 

7.8 7.9 

2/28 3/14 4/2 5/30 8/29 

DLBIE 

•LBI 

Confidential 
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PB Gross Balance Sheet 

Commentary 

+ 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 

I 

I Q2 ·oa] I % I I 03 '08 I I % I I Comments ·I 

Government Bonds and Agencies 69.4 33% 
Investment Grade Bonds 13.5 6% 
Index Equities 67.5 32% 
Highly Liquid Assets 150.4 72% 

High Yield I Non-Rated 13.2 6% 
Non-Agency 2.8 1% 
Non Index Equities 3.1 1% 
Other Assets 19.1 9% 

FAS 140 Gross Up 29.8 14% 
Segregated Cash 6.7 3% 
Fails I Other Deposits 3.1 1% 
Other 39.6 19% 

Gross Balance Sheet 209.1 

Balance sheel analysis, methodology and composition signed off by PS Finance 

LEHMAN BROTHERS 

95.8 
15.0 
46.7 
157.4 

12.7 
1.9 
2.9 

17.6 

19.7 
5.2 
9.5 
34.4 

209.4 

34 

46% 
7% 
22% 
75% 

6% 
1% 
1% 
8% 

9% 
2% 
5% 
16% 

Increased balance sheet in Liquid Markets 
Increased opportunities in Credit, growth in overall book 
Decrease due to the reduction in Equity balances 

Reduction in EM book, actively managing High Yield assets 
Reduction in Private Label financing 
Remained consistent quarter over quarter 

Decrease due to the reduction in Equity balances 
Reduction in Futures margin 
Fails up 4.78, change in Repo 108- 1.88 
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ConfidE. ~--~ial 

Assets Funded In Bank Entities 
I 

Lehman Banking Entities .. - Total Assets ($Billions) 

I:J LBBAG 

DLBB 

•LBCB 

14 

11 ~ 

8 I I 9 I 

2001 2002 

LEHMAN BROTHERS 

22 

I 
16 

II I I 
I 

17 
I I 

I 10 

2003 2004 

46 47 

44 44 

31 

''l..i'C ~'~ ;f~;, 
25 

1
,81 1171 116 I 114 I lUI Ill 

I 

2005 2006 2007 Ql '08 Q2 '08 Q3 '08 

35 
'· 



0 
0 z 
"11 a 
m z 
-t 
)> 
r
-1 
~ 

E 
s: 
m z 
-t 
~ 
m 
0 c 
m 
C/1 
-t 
m 
0 
O:J 
-< 
rm 
:I: 
s: 
)> 
z 
O:J 
~ 
0 
-t 
:I: 
m 
~ 
C/1 
:I: 
0 
r-
0 z 
G'l 
C/1 

z 
9 

r
O:J 
:I: 

·~ m 
0 
0 ....., 

~ ,o 
~ 
1\) .... 
0 .... 

CD Issuance By Lehman U.S. Bank Entities 
'ct;; ~:suance-~ aq.2oos 

LBB 

vanilla 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 

B/13/08 291,287,000 124.00 28.00 

callable 
June 
July 
August 

100,500,000 
17,500,000 

40.00 
65.00 

0.00 

4.50 
60.00 

0.00 

LBCB 

vanilla fixed rate bullets 
settle notional WAC (§Pread to 1mlibor) _ _____}!!M/1 (month~ 

6/30/08 242,062,000 81.70 40.00 
7/23108 269,259,000 102.00 19.00 
7/30/08 267,396,000 81-00 16.00 
8/6108 539,000,000 96.00 14.00 

8/13108 357,000,000 124.00 28.00 
8/20/08 115,776,000 132.00 28.00 

structured bullets & callable 

June 164,653,000 40.25 48.00 
July 46,890,000 44.25 39.00 
August 156,671,000 56.20 65.00 
(tota.l~;:~,\~~~:i~-~2;,1~J9Xi:9Q.O,;:i< -\S:it;,·/:;.:.::.•~/i{;::::_.~:;~'-··:;:~:~9j:_~:~i~·:~":?s~~:: ·:.::: .~?i§.~ 

bps months 

LEP' 1AN BROTHERS "' ~ 
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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 BUR 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 

I 

~ + Impact on Lehman Brothers' repo with the ECB is as follows: 

r 
Ol 
:::c 
I~ 
m 
0 
0 ..... 
~ 
0 
10 

""' ....., 
..... 
0 co 

- ECB position as of 8/31 $ 12.0bn 

- Impact on increase of haircut from 2% to: 

• without daily pricing: 16.4% 

• with daily pricing: 12.0% 

- Transactions with internal swaps 

LEHMAN BROTHERS 

$ 1.7bn 

$ 1.2bn 

$ 8.5bn 

37 
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Current Repo With ECB -1 
)> 
r-
-1 

I ;o 
Trade Name Collateral Value $ ECB Mark S&P Rating Swap ~ 

-1 EX CALI BUR FUNDI # l FRN 28Apr54 2,674,925,593 100.00 A swap s 
m SAPHIR FJNANCE #4 FRN 20Feb46 1,745,163,301 100.00 A swap z 
-1 

LANGTON SECURJT#I FRN 18Dec54 1,548,165,192 99.48 AAA ;o no swap 
m 

MORTGAGE FUND TN# 1 FRN 13Mar46 1,066,212,753 94.94 AA 0 swap c 
m EUROSAIL PLC #SX FRN 13Sep45 754,383,886 92.87 AAA swap C/) 
-1 PORTFOLIO GREEN# I FRN I9Apr50 605,469,033 96.57 AAA no swap m 
0 

EUROSAIL PRIME #PRl X FRN 13Sep45 344,152,933 93.42 AAA OJ swap 
-< SAPHIR FJNANCE #2 FRN 10Jull7 341,852,000 100.00 A r- no swap 
m 

EUROSAIL PLC #6NCX FRN 13Sep45 296,566,544 95.84 AAA :X: swap s 
)> EUROSAIL PLC #4X FRN 13Jun45 284,963,758 94.34 AAA swap z 
OJ EMF-UK 2008-1 P #lX ;o FRN l3Mar46 281,028,303 92.93 AAA swap 
0 EMF-UK 2008-l P #1 X FRN 13Mar46 281,028,303 92.93 AAA swap -1 
:X: EUROSAIL PLC #6NCX FRN !3Sep45 228,183,979 90.81 AAA swap m 
;o 

EUROSAIL PLC #4X FRN 13Jun45 188,462,584 85.27 AAA C/) swap 
:I: EMF-NL 2008-1 #1 X FRN 170ct41 172,550,980 94.02 AAA no swap 0 
r-

EUROSAIL PLC #NL2X FRN 170ct40 155,895,113 95.19 AAA !2 swap 
z 

EMF-NL PRIME 20 #APRX FRN l7Apr4l 150,750,895 93.01 AAA G> no swap 
C/) 

z BUNDESSCHA TZWSG 4.000% 11 Sep09 146,894,562 99.69 AAA no swap 
p BUNDESSCHA TZWSG 4.000% 11 Sep09 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 #1 X FRN 170ct39 76,219,559 98.58 AAA no swap 
EMF-NL PRIME 20 #APRX FRN 17Apr41 71,417,204 97.72 AAA no swap 
EMF-UK 2008-1 P #1X FRN 13Mar26 44,806,233 98.09 AAA swap 

r- EMF-NL 2008-1 #I X FRN 170ct41 42,282,624 93.35 AAA no swap 
OJ EUROSAIL PLC #3X FRN 13Jun45 40,748,289 95.36 AAA swap ;:!: 
I SOUTHERN PACJFI #3X FRN l0Dec43 38,042,346 95.62 AAA swap C/) 
m 

EMF-NL PRIME 20 #APRX FRN 17 Apr41 13,508,581 91.68 AAA no swap 0 
0 ..... 
~ ,o 
0 
~ Total ECB Securities 11,964,861,868 N ..... 
0 
<D 

LEP'-1'AN BROTHERS -::""--... 
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Market Environment- Economic Indicators 

Gross Domestic Product Growth 111 

Lehman Fqrecast 2008 !21 

Global <
3> us Euro Area 

Q1'08 0.9% 2.7% 
Q2'08 3.3% -0.8% 
Q3'08 1.5% -0.4% 
Q4'08 -0.5% 0.8% 
2008 2.4% 1.8% 1.2% 
2009 1.9% 1.0% 0.7% - ---·-

.. - .... ' Actual 2007. ·:. 
Global <3> us Euro Area 

Q1'07 0.0% 3.3% 
Q2'07 4.8% 1.4% 
Q3'07 4.8% 2.6% 
Q4'07 -0.2% 1.5% 
2007 3.4% 2.0% 2.6% 

'
1

' Quarterly growth rates are annualized calendar year basis 

!21 Source: Global Weekly Economic Indicator as of 9/5/08 

UK 
1.1% 
0.2% 

-0.9% 
-1.6% 
1.0% 
0.3% 

.... 

UK 
3.2% 
3.5% 
2.3% 
2.2% 
3.1% 

Japan 

3.2% 
-2.4% 
2.0% 
1.2% 
1.1% 
1.3% 

,. 

Japan 

4.0% 
-1.7% 
1.0% 
2.4% 
2.1% 

!3l Global: all countries- as defined on the "The World at a Glance" section 

LEHMAN BROTHERS Market Environment 
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Market Environment- Central Bank Actions/Rates 

Actuals 2008 

Federal Reserve European Central Bank Bank of England Bank of Japan 
Meeting Date Decision Meeting Date Decision Meeting Date Decision Meeting Date Deci$lon 

JanU31)1 22-Jan ! 3.50% 10-Jan 4.00% 10-Jan 5.50% 22-Jan 0.50% 
January 30-Jan ! 3.00% 
February - 3.00% 7-Feb 4.00% 7-Feb L 5.25% 15·Feb 0.50% 

March 18-Mar l 2.25% 6·Mar 4.00% 6-Mar 5.25% 7-Mar 0.50% 
April 30-Apr ! 2.00% 10-Apr 4.00% 10-Apr ~ 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 r 4.25% 1D-Jul 5.00% 15-Jul 0.50% 

August 5-Aug 2.00% 7-Aug 4.25% 7-Aug 5.00% HI·Aug 0.50% 
lehman Forecast 2008 

September 16-Sep 2.00% 4-Sep 4.25% 4-Sep 5.00% 17.Sep 0.50% 
October 29-0ct 2.00% 2-0ct 4.25% 9-0ct l 4.75% 7,31-0ct 0.50% 

November - 2.00% 6-Nov 4.25% 6-Nov 4.75% 21-Nov 0.50% 
December '08 16-Dec 2.00% 4-Dec 4.25% 4-Dec l 4.75% 19-Dec 0.50% 

--
2009 -~ - ___1!,50% 13.00% !3.50% 

C .... 
f0.75% 

,. Actuals 2007 I 

Federal Reserve European Central Bank Bank of England Bank of Japan I 
Meeting Date Decision Meeting Date Decision Meeting Date Decision Meeti~a Date Decision 

January 30,31-Jan 5.25% 11-Jan 3.50% 11·Jan t 5.25% 18-Jan 0.25% 
February . 5.25% 6-Feb 3.50% 8-Feb 5.25% 21·Feb T 0.50% 

March 20,21-Mar 5.25% 8-Mar t 3.75% B·Mar 5.25% 20-Mar 0.50% 

I 
April . 5.25% 12-Apr 3.75% 5-Apr 5.25% 10-Apr 0.50% 
May 9-May 5.25% tO-May 3.75% 10-May T 5.50% 17-May 0.50% I 

June 27,28-Jun 5.25% 6-Jun T 4.00% 7-Jun 5.50o/o 15-Jun 0.50% 

I July . 5.25% 5-Jul 4.00% 5-Jul T 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% 

I October 30,31-0ct l 4.50% 4-0ct 4.00% 4-0ct 5.75% 11,31~0ct 0.50% 
November . 4.50% 8-Nov 4.00% 8-Nov 5.75% 13-Nov 0.50% 

December'07 11-Dec ! 4.25% 6-Dec 4.00% 6·Dec ! 5.50% 20-Dec 0.50% I 

LEHMAN BROTHERS Market Environment 2 
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Market-Environment- US/International Debt 

Q3'08 Q2'08 Q1'08 Q4'07 Q3'07 Q2'07 Q3'08 vs Q2'08 
us 

2 year 2.37% 2.65% 1.62% 3.00% 4.14% 4.91% (27) 
10 year 3.81% 4.06% 3.51% 3.94% 4.53% 4.89% (25) 
2-10 year spread 144 142 189 94 40 (2) 3 ..... .. 

- •. ,·. 

Euro 
2 year 4.11% 4.34% 3.16% 3.83% 4.01% 4.39% (23) 
10 year 4.18% 4.43% 3.89% 4.13% 4.24% 4.42% (25) 
2-10 year spread 6 9 73 30 23 3 {3) 

. · ·. ... .. :··. ~ - . . . . .. ...... · .. . . 
UK 

2 year 4.51% 5.07% 4.07% 4.52% 5.36% 5.75% (57) 
10 year 4.48% 4.99% 4.47% 4.64% 5.04% 5.26% {51) 
2-10 year spread (2) (9) 40 12 (33) (49) 6 

.. 

Japan 
2 year 0.73% 0.92% 0.57% 0.77% 0.88% 0.98% (19) 
10 year 1.42% 1.76% 1.37% 1.48% 1.61% 1.75% (34) 
2-10 year spread 69 84 80 71 73 ,?!__ (16) 

----- ·-- L__ ____ 

*Note: Rates represent as of 8131/08 

LEHMAN BROTHERS Market Environment 
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6bps 

Q2'08 VS Q1 '08 Q3'08 vs Q3'07 

103 (177) 
55 (72) 

(48) 105 
'··- . , 

118 10 
54 (7) 

(64) (16) 
I 

101 (86) 
52 (56) 
(49) 30

1 

35 (15) 
39 (20) 

4 (4) 
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Market Environment- Corp_Qrate Debt Spreads 

rn..esrmenl Grade 
Global 
us 
Europe 

High Yield 
Global 
us 
Europe 

US Fi•ed Rate Mor1gage Backed lnde• 
US CMBS BBB Index 

ABXAM.06-1 
ABXAM,06-2 
ABXMA.07·1 

CMBX.4 (2007) MA 
CMBX4 (2007) BBB 
CMBX4 (2007) BBB· 

Global Eme'lling Mall<els 
. ---

lnwstmenl Grade 
Global 
us 
Europe 

High Yield 
Global 
us 
Europe 

US Fixed Rata Mortgage Bac!ted Index 
US CMBS BBB Index 

ABXAM.06-1 
ASXAM.06-2 
ABXMA.07·1 

CMSX4 (2007)MA 
CMBX.4 (2007) BBB 
CMBX4 (2007) BBB· 

GlObal Emerging Marl<els 
-~ ------

Source: Lehman Live 

• As of 8131108 

Aug Jur 

250 237 
304 288 
196 187 

735 716 
794 767 
B01 774 

147 151 
1469 1239 

493 388 
003 718 
1081 962 

164 163 
1861 1732 
2321 2249 

L___337 331 

Nov Oct 

156 115 
193 143 
116 66 

496 379 
556 421 
468 356 

88 79 
569 429 

219 133 
333 261 
449 341 

77 39 
928 725 
1112 868 

254 189 

LEHMAN BROTHERS 

2008 
Jun Mav Apf 

218 199 207 
Z65 235 244 
170 159 184 

661 577 587 
708 622 653 
673 584 621 

127 108 109 
1047 885 1042 

307 256 217 
725 560 420 
961 804 683 

135 106 104 
1476 1228 1234 
1870 1613 1683 

322 259 287 

Sep Aug Jul 

118 115 96 
145 145 126 
90 85 65 

371 406 373 
405 442 413 
~7 352 324 

81 88 76 
382 408 272 

91 114 105 
109 146 144 
107 126 149 

197 217 198 

A bps 

Mar Feb Jan Dee'O~ 
Q3'08 YS I QZOB vs _j 03'08 vs 

02'011 01'08 03'07 

240 208 186 160 51 (9) 135 
289 247 226 188 69 (12) 159 
188 165 145 117 38 (6) 112 

889 655 588 502 159 (78) 329 
781 745 668 569 172 (123) 351 
706 687 620 466 217 (103) 419 

128 121 91 87 38 (12) 59 
1351 1112 807 598 584 (227) 1061 

420 364 201 258 237 (108) 379 
620 665 ~7 335 ~3 [105) 757 
849 741 506 477 277 63 955 

150 212 133 65 58 (106) 
1671 1515 1245 842 652 (287) 
2049 1707 1455 1052 708 (84) 

323 303 280 - 249 78 («) 120 

2007 
Jun May Apr Mar Fob Jan Dec' OS 

74 70 71 71 67 68 71 
97 90 92 92 85 58 88 
48 47 49 48 47 48 52 

268 225 247 255 252 243 255 
292 236 266 275 266 ~58 275 
210 187 210 223 222 211 232 

65 55 52 49 51 47 37 
172 167 187 160 126 109 105 

15 13 18 21 26 4 7 
23 22 18 22 26 10 g 
19 18 19 19 21 8 

152 133 140 145 155 144 135 
- -

Market Environment 

-·· ... , 

For U.S. indices, the debt 
spread shows the average 
spread over the bellwether 
fot 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 

2008 
Aug Jul Jun 

DjL\ 11,544 11,378 11,350 
1\ASD.\Q 2,368 2,326 2,293 
1\YSE 8,382 8,439 8,660 

S&P 1,283 1,267 1,280 

I'J'SE 100 5,637 5,412 5,626 
D,\); 6,422 6,480 6,418 
l':IJ.:KEI 13,073 13,377 13,481 

1-1:\NC. SENC. 21,262 22,731 22,102 
KOSI'! 1,474 1.595 1,675 

'1'01'1~ 1,255 1,304 1.320 
.. 

FrSE WORIJ) 318 316 323 

FI'SE l.'S 537 530 535 

f'I'SUllUI\0!11\ 1?5 172 176 
Fl'SE EuROPE EX UK 345 341 345 

n:m :lSI:\ 224 231 236 
FI'SE :\Sl:\ EX 1:\1':\N 334 342 357 

Nov Oct Sep 

l)j I:\ 13,372 13,930 13,896 

N:\SD:\Q 2.661 2,659 2,702 

N\'SE 9,857 10,312 10,039 

S&P 1,481 1,549 1,52.7 

I·'I'SI! 100 6,433 6,722 6,467 

D:\X 7,871 8,019 7,862 

NIKKEl 15,681 16,738 16,786 

1-1:\NGSENG 26,644 31,353 27,142 

KOSI'! 1,906 2,065 1,946 

TO I'! X 1.532 1.620 1,617 

: .. 
l'l'~m \~'ORIJ) 378 395 385 

I'I'SE US 617 645 634 

J'l'SllllUI\OI'E 217 225 219 

l'fSE EUROPE EX UK 442 458 448 
Vl'SE:\Sl:\ 286 303 290 

I•'I'SE :lSI:\ EX l:\1':\~ 431 459 435 

Source: Lehman Brothers Global Strategy Weekly. 

*as of 915108 

LEHMAN BROTHERS 

May 

12,638 
2,523 
9,401 
1,400 
6,054 
7,097 

14,339 
24,533 

1,852 
1,408 

353 
585 
196 
388 
259 
394 

Aug 
13,358 
2,596 
9,597 
1,474 
6,303 
7,638 

16,569 
23,964 

1,873 
1,608 

374 
613 
215 
442 
276 
405 

Apr 
12,820 
2,413 
9,300 
1.386 
6,087 
6,949 

13,850 
25,755 

1,825 
1,359 

349 
577 
195 
388 
257 
396 

Jul 
13,212 
2,546 
9,555 
1.455 
6,360 
7,584 

17,2.49 
23,185 
1,933 
1,706 

375 
604 
217 
446 
284 
406 

•tot. 
Q3'08 vs Q2'08 vs 

Mar Feb Jan Dec'07 02'08 Q1'08 vs 

12,263 12,266 12,650 13265 .a.7% 3.0% 

2,279 2,271 2,390 2652 -6.1% 11.1% 

8,797 8,962 9,126 9740 -10.8% 4.9% 

1.323 1.331 1,379 1468 -8.4% 5.2% 
5,702 5,884 5,880 6457 .a.9% 2.9% 
6,535 6,748 6,852 8067 ·9.5% 5.2% 

12,526 13,603 13,592 15308 .a.a% 5.4% 
22,849 24,332 23,456 27371 -13.3% 0.8% 

1,704 1,712 1.625 1897 ·20.4% 8.2% 
1,213 1,324 1,346 1476 -10.9% 6.3% 

330 338 342 374 -10.1% 4.6% 
551 555 575 612 -8.2% 5.4% 
185 190 191 2.16 -10.8% 2.9% 
369 380 382 438 ·11.3% 2.2.% 
235 251 250 2.81 ·13.5% 3.3% 
372 381 375 426 -15.2% 3.3% 

.. 

2007 
Jun May Apr Mar Feb Jan 

13,409 13,628 13,063 12,354 12,269 12,622 
2,603 2,605 2,525 2,422 2,416 2,464 
9,873 9,979 9,628 9,262 9,125 9.255 
1,503 1,531 1,482. 1,421 1,407 1,438 
6,608 6,621 6,449 6.308 6,172 6,203 
8,007 7.883 7,409 6.917 6,715 6,769 

18.138 17,876 17,400 17,288 17,604 17,383 
21,773 20.634 20,319 19,801 19,652. 20,106 
1,744 1,701 1,542 1,453 1,417 1,360 
1,775 1,756 1,701 1,714 1,753 1,722 

385 388 376 364 359 364 
624 635 615 591 585 598 
224 225 220 213 207 210 
462 467 455 436 424 432 
283 277 266 263 264 261 
394 384 369 360 353 349 

Market Environment 

.......... ~~ 

Lehman Forecast- end '08' 

Q3'08 vs 'I.A vs. '/,& VS. 

03'07 Forecast Q3'08 Dec'07 

-13.6% 
-1!.8% 

-12.7% 
·13.0% 1,450 13.0% -1.3% 
-10.6% 6,150 9.1% -4.8% 
-15.9% 
·21.1% 
-11.4% 
·21.3% 
·22.0% 1,500 19.5% 14.2% 

-15.1% 361 13.6% ·3.6% 
-12,3% 
-18.6% 
-22.0% 377 9.4% 16.2% 

·18.8% 
-17.6% 420 25.8% 15.0% 

Dec:'06 
12463 

2415 
9139 
1418 
6221 
6597 

17226 
19965 

1434 
1681 

358 
588 
207 
422 
258 
348 
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Market Environment- Equity Traded Value 
FY ZOGBI~alry av; In $mm) 

OJ'OB ~ug Jul J"" oz·oa May Apr Mar 01'06 Fob Jan Doc 

NASDAQ 25,581 21.033 27,525 27_g8B 26,934 26,073 25.311 29,398 33,126 31,411 40,271 27.319 
NYSE 39,573 31,3.41 43,891 43,282 43.274 39,594 39,110 51,321 51,103 41!.103 61.333 43,376 

us 6S,1U 5Z,U4 71,&t6 71,2&1 70,2()8 65,K7 ... ~19 ID,71i 114,234 n,St4 101,i04 70,715 

Toronzo S1ock El.c:hanoo 5,9-19 4,874 6,497 6,389 6,U7 6,335 5,1lZ7 G,SG9 5,691 $.627 6,420 4,914 
B....,.pa(BraziQ 3,416 J,007 3,359 3,8BO 3,«514 4,031 3,s.55 3,193 3,068 3,161 2.958 3,097 
Moll: leo Steck Eli change 479 405 495 !'.37 789 599 1,130 6l9 SIB 570 579 l68 

ToltJAmtrl~:M 74,995 SO,C&O &1,BS7 BZ,074 6D,798 76,63% 74,830 91,120 93,510 18,&73 111.561 19.113 
London S~ock ~c:hanue 16,236 13,039 17,648 17,742 17,305 1G,OB7 15.&00 20,234 11_944 18,313 22,180 15,694 
l<eh•(Garm""Y) 1D,SU 8,257 12,U26 11,105 11.363 9,755 10.716 13,835 13,879 12,129 17,7ll 11,DB5 
E;uronoxl {FraiK&) O,S!l5 7,41$ 10,105 10.~17 10,1~7 8,034 10.004 11,~13 11,&12 11,n<l 14,511 9,3:!0 
llaly 5,277 3.978 5,331 6,393 7,986 9,644 7.415 6,493 7,231 6,565 M20 7,021 
S8 Swiss 4,286 3,56'2 4.506 4,703 4,672 4,160 4,699 5,235 6,039 5,663 7.1!t!l 5.243 
Spain 4,21!0 3,122 5,149 4,377 ~.812 4,483 4,937 4,995 5,535 4,872 6.541 5,0« 

7GW£u~~qpr -_-_~; .. ... so,m 39,37~ $$,!24 s..m H,J32 $3,1!3 53,&72 G2,GO! .u.~ 58,7U 78,169 53,617 
Tokyo Stock Exchango . 23,617 23,749 26,358 20,737 
H0<19 K0<19 SlocM E•chongo 5.294 5.2S4 5,474 5,043 7,1(;4 e,m 7.119 7,!S88 &,4;11 6,857 10,118 7.'<e7 
Korea Sleek !.1ehongo 4,1155 3,600 4.421 4,436 5,376 5,848 5,727 4,el2 5,383 4,911 5,777 5.374 
A\tSiraih. Stock Exchange 4,107 3.927 4,269 4,101 4,216 4,264 3,740 4,670 4,100 4,474 4.123 3.660 
Tldwan Stock E1echango 3.189 3,001 3,3<9 3,210 4,\)gl 4,676 5.309 5,027 3,826 4,114 4,165 3.279 

rotoJMo 11,115 15,782 17,51J 1&,7!)11 :n,r.n 21,35S 21,8i5 22,107 45,35f 44,105 50,541 41,017 

GIObll 141,897 111.816 154,904 153,601 15M~ 151,154 150,3~6 175,835 zoz.m 191,747 21B.l71 173,748 

FY-21107 dally ••g In Slftm) 
Q4'01 .... Col Sop 03'D1 Aug Jul Jun 02~7 Moy Apr Mar 

NASCI\0 42,236 38,46$ 45,472 42,466 37,375 34,$18 4U<IZ JS.o•s 32,729 30,714 :10,204 37,()10 
NYSE SO,lU 55,119 47,5-4~ 46,$3/;l 61,236 G4,2111i 59,479 59,651 56,652 $6,445 55,418 $7,Gaa 

us 111,&0-1 13,584 83,017 91,021 9B,DIO 98,805 102,321 54,686 19,381 17,160 15,621 95.021 
TarMrto Stock EJehango 6,028 6,1114 6,291 5,540 5,622 5,604 5,!'.32 ~.732 4,761 5,402 4,599 4,268 
s ..... pa <B,..;o 2,S87 3,2:JO 3,357 2,333 2.5Jil 2,650 2.346 2,595 1,894 1,954 2,076 1,687 
Motlco Stock E:.chango ssa $41 628 488 546 Sole $66 524 477 529 482 438 

TolaiAmtlrle§ 102,175 103,548 103,204 ~9,363 107,316 107,605 UD,'769 103,536 98,513 95,G4t 92,758 101,393 
!.ardon 51ock e •• ,..,ng<l Z5.~1 22,933 26.638 26,;)58 27,874 28,()18 26,1!6S 2&,043 29,1:12 JO.m 25,494 30.947 
XDira(GellNIII'/) 12,485 ,,,781 11,619 11,004 ll.400 13,11'l5 12.547 13,828 11,788 11,792 11,002 12,490 
eurone1t (France) 11,431 12,405 10,7M 11,128 11,327 11,780 10,591! 11,597 10,355 9,905 10,233 10,909 
Ualy 8,681 uza 9,295 7,735 8,542 7.940 7.710 10,003 9,427 11.104 8,791 &,325 
sa s\Mss 6,381 7,033 5.917 6,223 7,348 7,183 7,133 7,731 6,891 7,031 7,374 6.335 
Spain 5.547 6,304 5,108 4,159 5,691 4,81:J 5,688 6,704 5,812 5,298 5.61)1 5,689 

ToratSur~po -- 10,114 71,976 70,4J;1 67,~ 74,179 73,5111 1o,m 78,506 17,:114 75,651 &8,5<5 74,&U 
Tokyo Slock El<t~llll!J• 23,272 25,109 22,602 21,946 24,469 211,685 23,018 23,493 24,191 23,492 22.332 25.660 
Honp K01111810<k E1cllBnQO 12.334 11,705 1$,054 10,056 8,287 9,202 8.377 7.140 S,271 6,078 S,161 4,575 
Korea Stoclc Erthnnge 7,526 7,404 8,1169 $.1169 7,489 6,588 8.~8 7,584 4,293 5,294 4,298 3.333 
Au$tr.l!.ia Stock Exchange 4,272 4,S05 4,306 3,6811 12.l68 4,308 2B,D67 4,028 3,787 4,410 3,578 3,306 
Tai'N'an Stock EJtc:hanga 4,450 4,130 4,&51 4,216 5,395 ~.742 8,&70 4.41l 3,188 2,902 3,221 3,434 

1ol•IA!l;a ·"'·~ 52,954 55178Z 45,95.& 54,027 51.524 74,73D 46,&59- AD,130 4Z.I76 38,610 41,308 

/Giobrl 224, f.U 228,471 229,537 212,984 2:19,521 23Z.7t7 256,1., 12B,700 Z1_Q,457 Z12.8il U9,923 217,598 

...Source:_BlDombera 

LEHMAN BROTHERS J\<brket Environment 

o:rotvs QZ'OBv> 
Ol'OB vsl 

FY08 aroa 01'08 03'07 

2&,482 .5.0% -18,7% ~31.6% 

44,556 ~.6'1\ -15.3'1\ -35.4'1\ 

o:roa vs QZ'OBv> o1·oa vs FY'U8Ys 
aros 01'08 03'07 FY'07 

.5.0% -18,7% ~31.6% ·19.1% 
~.6'1\ -15.3'1\ -35.4'1\ -19.0% 

73.031 -7.'l'{. -7.'l'{. ·l&.rn ·1G.rn ~3.1111 ~3.1111 -19.1'1\ 
5,944 ~-S'IIo ~-S'IIo 8.71'. 8.71'. 5.6'1\ 5.6'1\ 15.1110 
3,369 .$.5'1\ -5.5% 17.8% 17.8% 34.7% 34.7% 49.0% 

594 -39.2'4 -39.2'4 52.3'1\ 52.3'1\ -12.2% -12.2% 15.6% 
12,945 -7.Z'.I -7.Z'.I ·13.~ ·13.~ ~0.1% ~0.1% -1$.5% 
17.483 -6.2% -6.2% ~.7% ~.7% -41.7'1\ -41.7'1\ -34,3'1\ 
11,&73 ·7.5% ·7.5% -18.1% -18.1% -21.611 -21.611 O,S% 
10,51& -6,0% -6,0% ·1J.7% ·1J.7% ·15.4% ·15.4% -0.3% 
6,791 -33.9'1\ -33.9'1\ 10.4'1\ 10.4'1\ -311.2% -311.2% -18.91'o 
4,990 .a.3% .a.3% ·2J.l,. ·2J.l,. .. 1.7% .. 1.7% -24.0% 
4.867 -11.1'1\ -11.11\ -13.1% -13.1% -24.8% -24.8% -11.8% 

5i,519 -10.~ -10.~ -11.:1% -11.:1% -32.411 -32.411 ·IS.S% . -100.0% -100.0% -100.0% -100.011 -100.0% 
6,035 ·25.S'I\ ·211.5'1\ -15.0% -15.0% -311.$% -311.$% -8.8'11 
4,964 -22.5% -22.5'11 .0.1'11 .0.1'11 ..... _.% ..... _.% ·12.0% 
4,141 -2.611 -2.611 2.81(, 2.81(, -68.8% -68.8% -40.314 
M03 -313.11\ -313.11\ 311.4% 30.4% -40.9% -40.9% ~.2% 

20,043 -2).111 -2).111 -$2.1'11 -$2.1'11 -71.2% -71.2% .SS.314 

159,501 ·10.'1"1\ -21.5% ~-~~ -40.8% -411·"'-- ..ze.~ 

01'07 Fob Jan Oa< FY'07 

Z8,084 29,302 2un 28,033 :15,226 
51.292 63,1188 55,065 45,052 55,002 
79,315 13,190 82.042 73,085 90,228 
4,068 7,017 4,142 3,781 5.130 
1,616 5,879 1,440 1,459 2,260 
•n 5,220 422 405 514 

es,scg 101,306 68,046 78,710 9:8,132 
24,053 27,28'2 24,560 20,068 2e,ozo 
9,367 11,179 9,466 7,3.44 11,606 
&.934 9,639 9,198 8,046 10,553 
8,621 8,288 8,7l9 5,856 8,378 
5,437 8,251 5,642 5.007 6,562 
5,216 7,667 5,419 4,763 5,520 

S»,m 72,505 61,0:Z4 51,105 6!iJ,4J9 
22,426 27,103 22,D:>I 15,532 23,515 

4,601 4,599 5,1&9 3.910 7,6811 
3,026 3,536 2.6811 2,974 5,543 
7,290 16,798 '2.677 2.3132 8,930 
3,317 2,800 3,&sa 3,422 4,1)4 

40,TCJ 54,835 36,2$5 31,219 48,011 

- t8~.~ L__2.Z8,647_ 165,325 15~ m.~ 
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Market Activity - Commodity/Currency/Volatility 
'I'.A 

2008 03'08 v~~ 02'08 vsl 03'08 vs 
Aug Jul Jun May Apr Mar Feb Jan Oec'07 Q2'08 Q1'08 Q3'07 

Commodltles 

Brent Crude Oil - Europe {spot pnce, US $ per barrel) 111.98 123.24 139.3 127.08 113.14 100.22 100.15 92.56 93.89 -12% 27% SS"/t 
WT1 Cushing Crude 011- U.S. (spot price, US $per b 115.46 124.08 140 127.35 115.63 101.58 101.84 91.75 96 -9% 25% 56% 

Gold (spot price, US $ per ounce) 831.15 914,07 925.4 886.5 870.5 916.88 974.17 925.99 833,92 -6% -9% 23% 

Currencies 

British Pound (In U.S. S) 1.82 1.98 1.99 1.98 1.97 1.98 1.99 1.99 1.98 -6% 0% -10% 
Euro (in U.S. $) 1.47 1.56 1.58 1.56 1.56 1.58 1.52 1.49 1.46 -6% 2".4 8% 
Japanese Yen (per U.S. $) 108.80 107.91 106.21 105.51 104.01 99.69 103.74 106.45 111.71 3% 2% -6% 

Volatility (perio~ end) 

VIX (S&P 500 \OiaUI~y) 20.65 22.$4 23.95 17.83 20.24 25.61 26.54 26.20 2.2.50 16% -32.8% -12% 
VXN (NASDAQ 100 .olalilily) 24.02 26.24 29.76 20.85 23.87 29.04 28.44 31.08 25,90 15.2",1, -26.7% -2.1% 
VDAX (DAX .olalility) 19.66 21.00 22.06 18.16 18.86 23.74 26.65 26.35 16,36 8.4% ~1.9% ·5.7':'o 
VSTOXX (Eurozone .o!alility) _ 21.0S 23.33 24.67 19.68 21.52 27.31 28.69 30.05 18.06 7.0"/o -31.4% -13.9% 

2007 
Nov Oct Sep Aug Jul Jun May Apr Mar Feb Jan Oec'061 

Commodities i 
I 

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 57.21 60.13 
I 

WT1 Cushing Crude Oil- U.S. (spot pnce, 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 S 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 

.. 
Currencies 

British Pound (in U.S. S) 2.06 2.08 2.05 2.02 2.03 2.01 1.96 2.00 1.97 1.96 1.97 1.96 
Euro (in U.S. $) 1.46 1.45 1.43 1.36 1.37 1,35 1.35 1.36 1.34 1,32 1.30 1.32 
Japanese Yen (per U.S. $) 111.23 115.43 114.80 115.78 118.60 123.18 121.73 119.52 117.83 118.56 120.S9 119.071 

. . . . . . 
Volatility (periocl end) i 

VIX {S&P 500 IA:llalllity) 22.87 18.53 18.00 23.38 23.52 16.23 13.05 14.22 14.64 15.42 10.42 11.56 
VXN {NASDAQ 100 loOialility) 28.65 23.11 21.01 24.53 23.55 17.86 16.86 17.26 18.24 20.53 17.19 16.23 
VDAX (DAX \Oiatiltty) 17.55 16.89 17,07 20.87 (3,12 18.13 14.$4 16.68 15.91 16.76 14.45 13.85 
VSTOXX(Euroz.one .olatility) 20.43 19.99 19.71 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 915108 
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LEHMAN. ;<:_,;.fillERS 
THIRD QUARTER 2008 
BANKING t\NALYSIS 

,-·:-.-.... 

Segment Revenues Q3l008 Trend Qua rtc r Trend 6% Year to Date !:.% 

Q3 '08 Versus 9 Months Ended YTD'08 
($ ;, millions) 11111'08 Ju/ '08 Aug'08 Q3'08 Q2'08 Ql '08 Q4'07 Q3'07 02'08 Q3'07 2008 2007 vs. YTD'07 

Investment Banking: 
Debt T2 107 41 220 288 322 233 350 -24% ·37% 830 1,318 -37% 

Equity 77 59 23 160 330 214 210 296 -52% -46% 705 805 -12% 

Advi';ory 19 84 69 231 240 330 388 425 -3% -46% 801 948 ·16% 

l Investment Banking Revenues 228 250 133 611 858 867 831 1,07l -29% -4J•Io 2,336 3,071 -24%1 

Q3'08 versus Q2'08 and Q3'07 

Volatile financial markets, decelerating global economy, and fear of inflation have all lead to another extremely challenging quarter leading to declines in both 

Equity and Fi.,.ed 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. 

Revenues are down across all products and regions with the exception of Leverage Finance. 

M&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 and 46% vs. Q3'07 due to a dec(ease 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 d(opped 61% from Q2. 

Fixed Income issuance dropped from the hectic pace of Q2. Lehman share decreased in the quarter. 

Europe fared better than its regional counterparts down 10% from Q2'08 vs. the US which is 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 $558mm are above Q2'08 by 4%. 

INVESTMENT BANKING DIVISION 
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LEHMr\N BROTI-Ir.ll.$ 
THIRD QUARTER 2008 

BA1'lKING SEGi\IEN'f' RESULTS SUMM1\RY 

+ We corned S611mm (c~cludcs S177mrn from Lehman issuance) for the quarter, llown 29% am.! 4:>% ,-:;, SB5Bmm in Q2'08 and S1.07bn in Q3'07, chis is the lowcsr quarter .;incc Q2'05 
- We arc down across all produ~ts ~nd regions with the exception of J..c,·cmgc Finance which is up from historically low IC\'els, howcYcr Ad\·i~ory and Europe held up well 

MM 
+ Market volumes have gradually increased over the year; while june & July volumes \VCrc 

good, August volumes were the slowest in 16 yrs 

+ Our shnn· of completions ~re up yay 23.:>% \'5, 19.1%; share of announced are down 

slightly yoy 17.0% vs. 17.5% 
• Top announced deals in the quarter were Xbordcr transactions • Credit i\-lu[UcJ/Citibank, 

AIG Highstar/Glll'Jlt, Mubadala/GE, Staples/Corporate Express 
+ Good 1\sian contribution driYen primarily by China Oil Field, China Unicorn, 

Citic/BBV 1\ 

• Strategic acti,•ity continues, most notably CVS, Te,·a, Gas Natural 
• Latest marker dyn:uru~ is investors coming in at deal announcement to take C<.Juity stake 

E.g. Wrigley /Mars and Dow /Rohrn & Haas 

~ 
• Wc:~k valuations and m:ukct volatility negati,·cly effecting issuoncc 

Need stobitity and in\'cstor appetite ro absorb equity capitol needed in the JIIG sector 

• Volumes in market O\'crstatcd by huge deals for RBS & UBS 
+ Rights Offerings· positive quarter for us with Imperial Tobacco the biggest non financial 

clt-al ever at S9.9bn and Carlsberg the biggest Danish dc:~l e1·er at S7bn 
Very in\'oh·cd in the successful rights offering for Credit J\!,oricolc (No I;rq 
Not im-olvcd in the two failed rights offering- 1-IBOS and Bmdford anc.l Bingley 

• 11'0 - 1•cry poor quarter for li'Os both in terms of \UTlount of issuance and performance 
We did not participate in any of the $1.2bn US lPOs in the qu:u:ter; ~omplctcd I 
European 11'0 which was the first f-IG !PO and the firsr Spani~h !PO this ycnr (Caja 
de Ahorros) 

• Com·crts - our ranking was boosted by our own Com•crt issuanc-e 
• Block/Risk Trades - have dried up due to the 1•olatility in the market 
+ Monetizations hn1·e been impacted by lower \'nluations and weak im•cstor appetite 
+ Sectors- dri1·crs arc still fllG and NR; NR is dri1•cn by both Capcx and M&1\ related 

financings (XTO. Chesapeake and Pctrohnwk) 

lnycstrncm Grade 

+ Issuance is dri•·m prim~rily by M&A nnd Capcx need.< [l'imc Warner Cable, 
Srnples, Xl'O, Rockies Express) 

• Howc\'Cr many acquisition related financing.; nrc accessing the CP market 
(Staples, HP, CME) 

+ Spread~ arc wider and approaching the widest seen cnrlicr this year 
+ Hybrid issuance has dropped as investors nrc more risk averse 
+ lm·cstors arc demanding large risk premiums e.g. C:iti, r\XP, 1\lG 

Lcvemgc Finance - HY Bonds and Lsmos 

+ Investors focused on lower le,·crage; no refi'$ mking place 

+ Spreads widened over the quarter and now stand close to the "~dcst seen 
earlier this year 

+ 'l11c 2008 ,·intage of LBOs arc doing well, investors arc showing strong 
ioucrcst in new dcnls thM reflect better suuc[Urc-s, co,·cnant packages and 

lower Jcvcr:Jgc 
+ Increased Commodity hedging activity helped our l.F business- !.inn 

Energy & Ches.1pcakc 

£Jt011Wli 
• LBOs ltnv<: picked up· Jul}· marked the biggest monch for bursidc: acti•·icy 

for Sponsors this year 
+ Our deals include Con,·ertc-nm (LBO Prance), Unilcvcr Detergent (Vcstar), 

Sunguard (Sih-crlakc), Express Energy (Mncquaric) 

+ Dl'.'lls nrc more bite si~cd and expect to remain that way 

Segment Revenue ($mm)-.By Product & Trend 

Product 

Advisory 

EqUIW 

DCM 
LF 

Tot•l Debt 

ToooiiBD 
Aml:ric3S 
Europe 
Asia 

---
231 

160 

168 

S! 

220 

611 

394 
]90 
27 

'< ....... 

2~0 

330 

2~7 

ql 

288 

8$8 

S76 
212 

70 

' -· 
425 

296 

249 

101 

350 

1,071 
711 
310 
50 

--%Chg~-- Trend 
---
~% 

-51'4 

-32o/, 

27Yct 

·24'/o 

-29•t. 

.JZ% 
·10% 
-62% 

..46'tl 
-46~: 

-3J:l 
.o~I!)O/. 

-~7,.J 
.m,l 
·•IS% 
.)C)% 
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LEHMA!>< •..• vTI·IERS 
THIRD QU,\RTER ZOOS 

SIGNiriCi\NT COl\II'I.ETED BANKING DEALS 

Revenue 
Value ($mil) Deal Industry Region Transaction Description ($mil) 

M&A Completed 

Equity 

n/a Tclc Atlas N.Y. 

4,716 Staples Inc. 

7,555 CME Group 

30,500DKK Carlsberg A/S 

1,500 XTO Energy Inc. 

€5900 C<edit Agricolc SI\ 

1,589 Chesapeake Energy Corp. 

£4,700 Imperial Tobacco Group 

Fixed Inxome 

n/a ABN AMRO Holdings, swap 

256 LINN Energy 

n/a Chesapeake Energy- Commodity Flow 

¥20000 Schiphol Group 

Tech AM/EU Sale toTomTom N.V. 21.1 

CR AM/EU Acquisition of Corporate Express 18.0 

FIG AM Acquisition of NYIVmX Holdings, Inc 18.0 

FIG EU Rts 42.9 

NR AM Sec'd 21.0 

FIG EU Rights 15.4 

NR AM Sec'd 12.6 

FIG EU Rrs 12.5 

FIG EU coo 12.0 

NR AM ET/Sr. Note 10.0 

NR AM ET 10.0 

Ind EU Prvt Plcmr/Dcriv 9.0 

INVESTMENT BANKING DIVISION 
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Leveraged Finance revenue of$52mm in Q3'08 wa~ 25% higher than Q2'08 and 49% lower than the S101mm recorded in Q3'07, as the continued rurbulence in the liquidity 
market~ ~lowed Leveraged Loan and r-IY bond market activity, particularly nmong Financial Sponsors. 
Lehman High Yield market volume in QYOS wns just SO.Sbn and market volume fell to S13bn ftom S20bn in Q2'08. Market share for the l]Uancr was 4.1 %, down from 5.3% in 
the prior quarter and the 5.5% from Q3'07. 
Leveraged Loans volumes also continue to decrease with Q3'08 market volume of $174-bn down 25% from Q2'08 and 60% vs. Q3'07. Lehman volume of S2bn fell 43% anJ 85% 

over the same respective periods. 
Notoblc transactions and fees included commodity flow trades for Chesapeake Encrg)' Corp (SlOmm) and Linn Energy (S10mm). 

Debt Capital Markets (non-leveraged finance): 
Debt Capital Market (non-leverage finance) revenue of S168tnm for Q3'08 fell 32% w. Q2'08 and Q3'07. Weak Investment Grade, 
Lehman's investment grade volume fell 79% anJ 68% vs. QZ'OB ami Q3'07 respectivcl)', while the overall market volume fell 43% :md 17% over rbe same periods. Lehman's 
Q3'08 market share of 1.3% feU vs. Q2'08 share of 3.7% and Q3'07 slwc of 3.5%. 
Debt Capital Market (non-lcvcrnge finance) revenue for Q3'08 included a Private Placcmenr and swap for Schiphol Group (S9mm) and investment grade offerings for XTO 
Energy (S4mm) and Rockies Express Pipeline (S3mm). 

'. 
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Eguity revenue of S160mm fell 52% vs. ncar record Q2'08 and wn~ down 46% w. ~trong Q3' 07. 

[ Banki~g-Equily Origlnatiol'l I 
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Lehman Equity Origination volume in Q3'08 fellS% w. the prior IJUartcr, n ~mall<.:r drop than the market decline of 19%. LB volume actually rose 29% vs. Q3'07 while the market 
was down 24% for the period. Q3'08 volume did include $6.0bn of l.ehman sclf-i$~uance. Lehman volumes were particularly strong in secondary is.<unrJcc,lcJ by tmn~actions in the 
Natural Resources space and rights offerings. Excluding the ~elf-issuance Lehman participated in four of the top ten equity issuances in the quarter. 
Lehman Q3'08 market share of 6.5% rose from the 5.7% reported in Q2'08 and the 3.9% ofQ3'07, with Worldwide Equity ranking ri~ing to #7 from #9 in CY 2007. 
Top Q3'08 transactions: Rights Offerings for Carlsberg A/S (S43mm), Credit ,\gricole (S15mm), and Imperial Tobacco Group (S13mm), and follow-on offcnn~ for XTO Energy 
(S21 mrn) and Chesapeake Energy Corp (S12mm). 
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Advisory: 
M&A revenue ofS231mm was down 3% vs.Q2'08 nnd was 46% lower vs. recotd Q3'07. Q3'08 was the lowest foe advisory revenue since Q3'06. 
M&A Glob:tl Announced market volume of S943bn in Q3'08 rose 8% v~. Q2'08 but was down 23% vs. still strong QY07, as turbulence in the liquidity and LBO market:; continued 
to impact merger activity. 
Lehman announced volume of S153bn feU 13% v~. Q2'08, but Q2'08 included the S113bn AI tria spin-off of Philip Macri~ Intcrnationnl. Excluding that de:tl Q3'08 would have been 
142% higher than Q2'08. Lchm:ltl announced share in the quarter was 16.2% v~. 20.1% in Q2'08 and 13.1% for QY07. 
Lehman's M&A Completed volume of S167bn in Q3'08 feU 10% vs. Q2'08 (which also included the S113bn ,\!tria spin-off of Philip Morris International) bur was 43% higher than 
Q3'07. Market M&A Completion volume actually feU 23% from Q3'07. 
Top Lehman transactions announced in the quarter (SDcal size): Verizon Wucless (acq of AUtcl Corp) S113bn, Gas Natural (acq of Union l'cnosa SA) S12bn, and Groupe Credit 
Mutuel (Acq of Citibank l'rivatkunden) S8bn. 
Large (ec:> in QJ'08 included Tclc Atlas NV S21mm (sale to TomTom NV), CME Group S18mm (Acq ofNYMEX Holdings), Staple..• Inc. Sl8mm (.r\cq of Corporate Exrccss), and 
SAB Miller S9mm QV to combine operations of Miller Beer and Coors). 
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QJ'08 Europe revenue of $190mm fell 10% vs. Q2'08 and 39% vs, QJ'07. 

Equity Origination revenue ofS77mm was 50% above Q2'08 but 22% below QJ'07. 

-rr;. 
-?~·/. 

-IY?. 

·1/YI, 

.JJ"i. 

.. !ll' • 

-61"1. 

Equity revenue for the quarter was based mostly on several large Rights Offerings. 
Top Q3'08 transactions: rights-offerings for Carlsberg S/A ($43mm), Credit Agricolc 
($15mm) and Imperial Tobacco Group ($13mm). 

Debl Capilal Markets revenue feii 28% vs. QZ'08 and 38% vers~s Q3'07. 
Revenue was boosted by significant cnpilal rcstrucluring ttades for several Financial 
Institutions clients. 
Top Q3 'OS transactions included a credit solutions lransnction for Schiphol Group 
($9mm) and a bridge financing for Carlsberg SA ($3mm) 

Leveraged Finance revenue was SOmm, down from S4mm in Q2'08 and S3Smm in Q3'07. 

~\Livisory revenue of$60mm in Q3'08 fcll21% vs. Q2'08 ~nd 28% vs. QJ'07. 
Completed M&A transactions included Tele Atlas NV :Sl I mm (Sale to Tom Tom 
N.V), and Groupe Credit Mutuel $6mm (Acq ofCitibank Deutschland). 
Key announced transactions for Q3'08 included: Gas Natural (acq of Union Fcnosa 
SA) $I 2bn, and Groupe Credit Mutuel (Acq of Citibank Privatkunden) $8bn. 

INVESTI\IE 

-95~; 
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i~. 

.jj'l, 

l?l!f 
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-- ·, 
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159 ISl 4~· 96 Q2'0i 195 nn·os 

Q3'08 Asia revenue ofS:Z7mm fcll62% vs. Q2'08and 46% vs.QJ'07. 

Equity Origination revenue was Slmm, vs. SSmm in Q2'08 and $23mm in QJ'07. 
Asia equity market volume fell J9% in QJ '08 vs. lhe prior quarter, while Lehman 
volume fell 86%. 
Main Lehman deals in Q3 '08 was a convertible deal for Norton Gold Fields 
Limited Austtalia) and an !PO for KSK Energy Ventures (India). 

Debt Capital Markets revenue was Sl:Zmm in Q3'08, down 49% vs. Q2'08 but up 5% vs. 
Q3'07. 
Main revenue gains came from client so!ulions transactions for Taiwan High Speed 
Rail Corp and China Oilfield Services. 

Leveraged Finance revenue was SOmm, down from $18mm In Q2'08 and $7mm irr Q3'07. 

Advisory revenue was Sl3mm in the quarter, down 33% vs. Q2'08 but up 192% vs. Q3'07. 
Q3'08 included ndvisory fees earned from Asia Pacific Land Ltd (Japan), Primus 
Pacific Partners (Hong Kong) and Nippon Life Insurance (Japan). 
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1.0% 

-71~· 
.,~. 

-JI-1~. 

-)-1~. 

-7r.. 

"!~. 
-ll'!o 

-"'· .rw.-. 
o~on. 

-Ill~. 

0.4"'• 
~,.~ .... 

0.!"/o 

o:r,r. 
U.'T'• 

0.?'/. 

O.O"f. 

U~'· 
O.tr'o 

U.O"'• 
7.)~'· 

~ 
!I 

l' 
I" ,. 

It> 

.. .. -;. 
2.1...,• 

0.7''• 

3.9% 

0.7'"1• 
O.JY• 

l.r.'• 
1.'1'1• 

::!.&~·. 

3.7'/a 

o . .r.• -'~• 
0.-1"1.. -Jt~. 

0.1"1· .w,o. 
0.7"'/· ..!tl'~ 

O.G"'• ·11':• 

Q.J'/• 

O..t% 

l.D'/• 

0.0': ... 

1.5"1· 
1.'1"/. 

1?'1· 
..J.I~;. 

·No• 
-IW.. 

J'ffi 

n~ 

C•lrnll11tYC"Ir 

~~ 
I~ Zl 

m a 
M u 
~ w 
I< 

~ ~ 

17 Zll 

INVESTMENT BANKING DIVISION 
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' Hc~nrJ .. 

QrrHcoml __2!L_ ~d ~ 
10-l,l)t'o Q-4'07 ~J.t'.l7 \'TDU7 

'?~,<kl0 Q•'07 17:!,.:M YTD'07 

~l.,lGC'I Q-&'06 &1.'116 YTD'07 
SR,,G'l Ql '07 IIOJ(,I.l \'10 '07 
13,9-U, Q!'07 31',911 \'11l\l7 

"~.m Q-1'06 l7l,ill8 YTD'07 
U,Oll Ql'O& lll,.K.l \10\13 
:!1,17i Ql'07 SJ,7,_, YnJ'OI 
!,7c.& Ql'(J(j, fo,lll~ Y1U'U7 

19'->)116 Ql'07 olliJ,I97 YT0'07 
:nS.llj Q• 'o7 S':l!l.tm rro\'J7 

' ltc~:onl'• 

OrrRcwrd _gu_ ~nl~ 
t,IG~ Ql"'7 3,-oo nu\17 

1)6~ Q2'0i' 

•-a Q2"07 
ll: Qn17 
IJOO Ql'\17 

1,&07 QIUJ 
l!l Ql'(>J 

1~7 QZ'07 
3H Q-t'OS 

l~OlO QI'QI 
1!1,00.. Ql'llll 

RCUJrd. ~ 

~~ 
19'/. Q-1'03 
1.~~. Q~'Cn 

3.1)'/o Q::!'07 

~~''• Ql\\1 
?.7:'• Q-t'Oi 

1.~"/. ,_,.,. 
?.~·-,. 

ll.6'/• 

26.(,'.'. 

~-1,-4"/o 

Q.&'07 

Ql'll< 
Q!'06 
Q.t'lli 

Q3'1l< 
QI'O] 

Mccord. 1 

~ PcriQd 

10 Ql:'Ol 

IP Q1.'oJ 

I? Ql'<'<• 
QlU7 

2d QJ'Gj 

I& Ql'nl 

QI'Oo 

Ql'Ol 
Q!'O) 

~17.5 \"TD\)i' 

l)H \'TOU7 
I-ll \'71)'07 

J.l25 ,,'0\'17 

l.UI \'TD'08 
1,0!0 YTTJ'Q.I 
1)01 \"'DU7 

1$1) \'TOll< 

~7,077 YTD\1.3 
.S)ll \'TO\JI 
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Glob• I Fee Sh:vc: 

Frc Share· ;\ll Produas 

E•!Uirr 

Dcb1 

l·lighYicltl 

~I&A Compleu:d 

Americas Fcc Sh:1rc: 

Fcc Sh:.rc- ,1\ll Producs 

E<!UiT)' 

Debr 

1-ligh\"idtl 

~1&:1 (o••ploretl 

Europe Pte Sh11Jc: 

•I~ 

4.6o/a 

~.~a/a 

3.9"/o 

·1.-1"/o 

4.9"/o 

_m•os 
6.0% 

6.1%· 

.f,4'% 

-1.8% 

7.1 111/o 

02'08 

4.8"/. 

~-8% 

~.3"/o 

4.2% 

~.2% 

__m•o8 
6.3% 

6,')"/o 

·1.8% 

·J.2'% 

7.3% 

~ __m•os 

Fcc Sh:nc • :\11 l'rmluas 

EfJUity 

D<:br 

Higlr \'idd 

M&:\ Compk1cd 

Asia Fcc ShaJC: 

Fee Sh:arc • All Prod11aj; 

E~ui1y 

Dtbl 

High YU:Id 

M&.:\ COll'l(liCH:tl 

),;% 

3.7% 

3.~1. 

0-0'/. 

J..5!t,. 

...9l.:Q! 
1Ao/o 

0.5":{. 

1.3-'1• 

0.0'1· 

2-~Wca 

1 Rcro<d' dl!c b'd< 10 Q1'02 (Glob•~ •nd QJ '03 (Rq:ion•) 
• As o(7/31/08 

J-5'/. 

2.4% 

3.8% 

0.0% 

.17'% 

_2_2 '08 

1.6°/o 

0.5% 

0.7% 

o.~1n 

3.0'/• 

01'08 04 '07 

5.G% -1.-Jo/a 

-1.1% 3.0% 

.JJ%1 5.1% 

O.<r.1n (,.8"/o 

7.0"!1o -1.9% 

01'08 04 '07 

S.R".'o 6.2% 

8.~~111 4.')% 

j,J,~ 6.J% 

0.0"/o 7.-1% 

11.7% 6.7% 

01'08 04 '07 

J,(,n.l. 2.lJ'l,',. 

0.0% 1.7% 

~;% :J..JC!fn 

O.<r.'o 4.2% 

1.7~'· l.tf.'• 

Q1'08 Q4'07 

1.7% 1.-S~'• 

0.0'/. 1.-111/n 

4.6% 1.0"'• 

O.lr.'c. 2.3% 

3.~'· f,;•t. 

LEHM:\N BROTHERS 
'J'HIRD QUAR'no:R 2008 

!NV'ESTMENT BANKING FEE SHARE* 

03'07 

·1...$% 

).4'1. 

4.6% 

6.0'/o 

4.9":. 

03 '07 

6.l 111/o 

S.-1"/o 

;.-~~~ 

(r,(r~1~t 

(t.7% 

_!ll'O? 

2.7% 

lO",'c. 

J.S% 

l.IJ% 

2.8% 

Q}'07 

1.3%a 

I.:!J'Va 

U.l~'" 

•t.(,o/., 

1.7% 

to% 

QJ '03 "· 

~ ......12lJ1L.. 
-1'1• 

.{,'(• 

-~·t. 

)'{. 

.o~-. 

to% 
QJ'()X I:J, 

5~·. 

JJ~. 

.J4"f. 

-.?6'1• 

11'1. 

_@:!JL _jJj_J}L_ 

.j•t, 

·12'1. 

-{1?, 

(.j')', 

.j~, 

<'1% 

QJ'(}f,' '"· 

-I~. 

J.l~. 

./9"1. 

·27'1. 

(,~·. 

~ -2LJ!I..._ 

11';. 28'h 

.J?I- $)~. 

-16'1. .}6'}'. 

H/lf .((.1(/% 

-5r. 26'1. 

<'1% 

.QJ 'V8 "· 

J!l..:!!§_ _.2J..J!L_ 

.f .• w. 7~· 

O't. ..6~· 

~(,•;, Ji6J~~ 

11/ll .f()()";, 

.J)t, JJ'I> 

· .. , ... 

C.!endarYcor 

Y!.2.:.2§. ~ 
-'.6~t.t -t.-1~16 

4.)% 3A% 

3.9% 4.(1~~, 

4.4% (,,()% 

-1.9~'· 1.9% 

Colcnd:uYur 

~ Yl'D'07 

6.0'/. 6.1% 

6.1"-• s ... ~'o 
·1.-l'A, s,.w, 

... ~'· <I. <I "to 

7.1% 6,7G/g 

ColenduYc"' 

~ r:rQj!Z, 

3.S% 2.1~:~1. 

1.7~/, ~.0% 

3.:Z~t/a l.o-o;, 

0.0% 3.9% 

J,S% 2.8% 

Crutndnr Ye:u 

.ITQ..:2! riQ.]1 
1.-1"'1• 1.3% 

0.5%t l.3% 

1.3'!. 0.1%a 

O.lf.~ -4.6"/g 

2.3% J.7%. 

INVES'J'I\IEI NKING DIVISION 

t\% 
}'f'D'QS" 
~·ro ·o1 
jt. 

JJ~-

-I-I 'It~ 

·Z6~;, 

0';, 

A% 
}'f'D 'Ot,., 

}TD '07 

·I~. 

I.J'Y, 

·r?'l'. 

·27'1, 

6~· 

to% 
lTD 'U8 ,. 

~TD'IJl 

26,. 

sJr. 

-Itt~ .. 

.f()()'/, 

l6"1. 

A% 
l'fD'QS r> 

}'fD'07 

r;, 

-60'1. 

JJ(,J•t. 

·10/l't. 

J~~. 

C:wlcnd:\1' Year 

CY'07 CY'06 

...,,..,% ...j,6~f. 

).2•/11 J.·1~~ 

.5.6'-'• 7.-l'lo 

(1,(,111~ .),;r:•, 

.f,(,•/o ·LS'/• 

CruondarYc.'V 

CY'07 CY'06 

{,,2'.1n 6.~w .. 

5.~1n ),')'/. 

7.1~·. 11..3% 

7,2"/11 6.(1'/, 

l1J•/o (,.T/o 

C.'1le~d"' Ye.,. 

CY'07 CY'O~ 

2)% .).~'o 

l.t.".'.. 2.s·.~ 

3.z··~ ).4~-, 

.... r1. 3.7% 

2.fr'/ro l.r.' • 

C:alc::nll:u Yur 

CY'07 CY'Q6 

J.jll.'ft 0..1% 

1.(,% 0.5'/-. 

l.2% ),olr~ICI 

~5% 0.0% 

1.(.~'" O • .)D_I(I 

Records 

~~ 
5.9% QJ 'Ol 

-t8% qJ'0.2 

7.0"'o Q2'02 

8.2% Q2'02 

7.0% Q1'08 

Records 

~~ 
8.8'1. Q1'08 

&.5~/o Qi '08 

?,2'/o Q2'U; 

?.:!% Q1'o; 

1\J'/o Ql'lJB 

I 
Records 

Fu,Sb!lr~!- ~ 

~.8% Ql'~ 

7.1% Q2'<>1 

4.3% Q2'1l3 

16.6% QJ 'Ul 

7.2% QJ'il-1 

I 
Records 

FteShorc ...!:s!i2!!.. 
2.-1~/o 

1.5'%, 

·1.6% 

~0.6~/. 

!o.7% 

Ql'OJ 

Q2'07 

Q1'08 

Ql '07 

Q2'03 

14 
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Global Pipeline Fees (Smm): 1 

Equity 

J.J..'\'Cf.1tlOO Fin:LI1"' 
Debt C•pitol Morkel5 

Sub1oL1IDc:br 
Ad\>isO')' 

Total 

Americas Pipeline Fees (Smm): 1 

Equi~· 

~=g<x~ r;,.,"' 
Debt C>pital Morkccs 

Subto~:~l Debt 
Ad"·i:iiOty 

Total 

Europe Pipeline Fees (Smm): 1 

Equity 
1.<:\'<:r:lgcd rinlltl<r 
Debe C•pitol Mockers 

SubtoulDc:bt 
r\d\-isocy 

Total 

Asis Pipeline Fc<S ($mm): 1 

Equity 
Lc\"CtOged rinlltl<r 
Debt c., pita! M•rl;cts 

Subrocal L:>L-bt 
Ad\'isory 

Total 

Q3'08 02 '08 

152 212 

3~ 29 
___ so 

---~-5 
a~ 7~ 

~22 249 

558 536 

QJ'OB Q2 '08 

119 151 
J(l 27 

~ ~ 
52 49 

167 176 

338 376 

3'08 02 '08 

16 61 
j 

~ 23 

32 23 
137 59 

185 142 

_m•os Q2'08 

17 

1 

---
2 

18 IS 
35 17 

I rcc informocion is for boch lcod ;ond co-ICid mon•,IIC<i dc;~l• 
> Rcamls dote bod; 10 Q l '00 

0., 
LEHMAN~, .. ,.rri-IERS 

T!-IIRD QUARTER 2008 
INVESTI\IENT BANKING PII'EI.INE FEES 

Quorter Trend 

Ql '08 

302 

46 

____.1!! 
104 

3.0 

746 

Qu:artcr Trend 

Ql '08 

214 

J~ 
___ 3_6 

75 

215 

504 

Quarlc:r Trend 

Ql '08 

83 

___ll 
:!2 

105 

210 

Qu•rtcr Trend 

7 

04'07 

316 
34 

___ 8_7 

HI 
374 

831 

Q4'07 

285 

JB 

---1!! 
108 

218 

611 

Q4 '07 

30 

10 

----.!2 
27 

136 

193 

04'07 

6 

___ .::;20'- 20 

32 27 

QJ'07 

317 
111 
61 

17Z 
501 

~ 

OJ '07 

28G 
1W 

___ 5_4 

163 
310 

759 

QJ'07 

13 

7 

7 

184 

203 

Q3 '07 

19 

3 

---
2 
8 

28 

I 

llo/o 

QJ 'OS 1>. 

Q1.:2L ~ 
·28% 

17% 

/0% 

tJ% 
29% 

4V. 

~% 

QJ'/)8 ''· 

-J2% 
-6~{, 

·18% 

-il% 
-J&'%, 

4tl% 

QL2§_ --2!..:!!!.. 
·11% 

10% 

0"1. 

j% 

-5~'. 

-10% 

llo/o 

QJ'08 '" 

.J8o/. 

-7)% 

SS% 
-69% 
-16% 

.ssv. 

~ --2!..:!!!.. 
-7)% 

,;" 
20% 

..JO% 

IJ/% 

30"/o 

6% 
QJ'08 'f. 

27% 

N/tl 

290% 

JJ~% 

-26% 

-9V. 

Q1;2L_ --2!..:!!!.. 
11/tt -10% 

-IOQ% ./ OO'l'. 

n/~ 11/n 
-10fJf'.'9 -100% 

27'% 1../J% 

109~ .uv. 

INVESTMENT B,\NKING DIVISION 

9 Mon1hs Endinl! May 

~ 
1j2 

34 
50 

8-l 

322 

SSB 

~ 
Jl7 

Ill 

61 

173 

501 

990 

9 Monrhs EndinR M~v 

Y!.Q_:Q! 

119 

.w 
22 

52 
167 

338 

YTD'07 

286 
!0, 
54 

163 

310 

759 

9 Monchs EnrunJ! Mav 

Y!.Q_:Q! 

16 

5 
27 

32 
137 

185 

YTD'07 

13 

7 

184 

203 

9 Months EndinR M~y 

r!Q...:.2! 
17 

18 

35 

YTD'07 

1? 

1 

3 

28 

ll.% 
lT!J '08 11 

1"/'/)'07 

.;2% 

-69% 
-t8C:'u 

.;r% 

.J6% 

-#V. 

6% 

lT/J '08 n 
lTD'07 

.;a% 
-7)% 
.;a•lo 
-68% 
../6':'. 

-ssv. 

ll.% 
1'1"0'08 n 
lTD '07 

27% 

#DW/0! 
Z90% 

JJ~% 

-26% 

-9% 

t.o/o 
}"j'{)'08 11 

\TD'07 

-10"1. 

n/a 
11/fl 
n/a 

I.J5% 

.uv. 

/"'•(·r. ... \ 

2 
Records 

~~ 
~22 Q2'07 
502 Q2'07 

123 Q3'06 

616 Q2'07 

521 Q2'07 

1,560 Q2 '07 

2 
Records 

~~ 
377 Q2 '07 

-1-10 Q2 '07 
105 Q2'07 

545 Q2 '07 

376 Q2'07 

1,301 Q2'07 

Rcconls 

~~ 
112 

62 

36 

76 

184 

243 

Records 

Q2'00 

Q2'07 

Q2'06 

Q3'06 

Q3'07 

Q2'07 

~ Period 

46 Q1 '00 
Ql '08 

6 Ql '00 

II Ql'OO 
20 Ql '08 

72 Ql '00 

15 
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Globo1 Pipeline Value ($bn): 1 

Equil)• 
l~crngal Fin;1.11a: 

Debt Copit:d Morkcts 

Su btot:>l Dcbl 

Ad\isory 

To1:al 

Americas Pipeline Value (Sbn): 
1 

Equity 
l..e\-crngctl f.ln:'lna: 

Debt Copi1al 1\lorkcu 

Subro1ol Dcbr 

J\<hisOI)' 

Totol 

europe Pipeline Value ($bn): 1 

l::quil)· 
loO\'<r:>gL'ti i'innna: 

Debt C.1pit:d M:trkcrs 

Su btolol Debt 
Advisory 

To1ol 

Asia Pipeline Value ($bn): 1 

E~ui•r 
( ..c;,·~;Qgcd Fin;tn<l! 

Debt Copir.t Mukcts 

Subtolol Dcbr 
:\d\ilOI)' 

Toral 

1 
V:duc indudcs only lrod mon:~~:al dds 

'lle<ords do~e bod: ro Ql '00 

03'08 

10 

8 
___ 18 

27 
180 

217 

~ 
86 

107 

~ 

8 

' 

2 '08 

32 
12 

~ 
34 

215 

28~ 

z '08 

7 

II 
___ 10 

22 
84 

113 

02 '08 

26 

___ 1_2 

12 
128 

165 

2 'OS 

__ ._ol 
0 
3 

_3] 

LEHMAN BROTHERS 
THIRD QUARTER 2008 

INVeSTMENT B1\NKING PIPELINE VALUES 

Ouar1cr Trend 

ill..]L_ ~ 
29 24 

13 30 
___ 2_7 ___ 3_0 

39 60 

~ 231 

337 315 

Quatl~t Trend 

~ ~'07 

12 18 

II 27 
___ 14 
~ 

25 50 

ll!L 56 

141 124 

Quancr Trend 

~ ___Q!_]l 

17 6 

2 
___ u 1 

13 

158 

187 

Quarter Trend 

Ql '08 

2 

2 
(, 

8 

1(,8 

JS3 

Ql '07 

0 

0 

6% 
QJ '08 n. 

Q.Z..JM_ 

.JO% 

.)0"1. 

-/9% 

-22% 
-/6% 

-ZJ% 

6% 
QJ '08 11. 

_Q.3 '07 mL 
16 -6% 

126 .JJ% 
__ 3_5 -22% 

161 .)()"/, 

274 /% 

45_!_ -5Y. 

6% 

QJ '08 n. 
Ql'07 !ll.:QL_ 

1 ./J!J% 

s 11/11 

12 -/6"/. 

17 .]% 

.340 .)/% 

358 ..)8"~ 

.6% 
QJ 'OS n. 

Ql'07 QI:!!L. 
1 n/ct 
0 -100"1. 

--- 11/11 

0 ./OIJ"!.. 

2 1/J% 

L____!_ 12m 

.? '· 

INVESTJ\11>1 NKING DIVISION 

()) '07 

-16% 
.!)..1% 

.(,I% 

-83% 

-7/% 

·lJY. 

~)'07 

-60% 

.9-/% 

-77% 

.9/% 

-69% 

-76~ 

()) '07 

1/J% 

.Sf% 

-10% 

-JJ% 

,J.J% 

-71Y-

QJ '07 

-}0% 

./00% 

11/n 

./00% 

r.'IJ% 

103Y. 

9 Months Ending Mav <l.% Rccot'ds 

YTD '08 11 

YTD'08 YTD'07 YI'D '07 Voluc Period 

to 18 -16% 32 Q2'08 

8 132 -~J..I% 132 Q3'07 
18 47 -41"1"' 45 Ql'07 

27 179 -RJ--rJ;tl 179 Q3'07 
160 616 ·7f% 616 Q3'07 

211 813 ·7JY, 813 Q3'07 

9 Months Endins Ma;r ~% Records 

Y/'1>'08 " 
rro•os VT0'07 YTD '07 Value ~ 

6 16 -<iO"Io 25 Q2'07 

7 126 ·!J.I% 126 Q3'07 

8 35 -77% 35 QJ'07 

15 161 -?I% 161 Q3'07 

86 274 -1;9"'1(, 274 Q3'07 

107 451 ... ]6% 451 Q3'07 

9 Months Ending Mav ~% Records 

Yro ·o~· n 

YTD'OS YTD'07 YrD'Ol Voluc ~ 
3 l IIJ~i, 26 Q2'08 

I s ..f/% 17 Q2'07 
10 12 .un. 18 Q2'06 

11 17 .JJ% 32 Q2'07 

88 340 -7./% 340 Q3'07 

102 358 -71% 358 QJ'07 

9 Months Ending Mav 6% Records 

Yf'D'O,f 1·s 
'!I'D '08 'VTD '07 l'J'I) '07 Value ~ 

1 I .J(J'l;, 5 Ql '07 
ll 

"'" 2 Ql'OS 

11/11 4 QJ'02 

0 n/•• 4 Q3'0Z 

7 2 18J% 14 Q1'05 

8 4 If}}% 15 Ql '()5 
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LEHi\fAN _ .. vTI IERS 
THIRD QUARTER 2008 
Pll'l~LINE OVERVIEW 

• Q3'08 total pipeline volume of S217bn i~ below Q2'08 by 23% and tom! book run rcvenu~ ofS558mm arc above Q2'08 by 4%. 

When compared to Q3'07 volume i~ down 73% and revenues declined 44%. 

MM 
• Advisory rc1·enue pipeline incrc:~scd qoq by 29".'., dri1·cn by large cross border transactions 

that include $8bn Credit Murucl/Ciribank Germany (S25mm), SSbn Finmcccanica 
Sl't\/DRS Tech (S20mm), Slbn t\IG Highstar/GMTR (S19mm), Mubadala 
De,·clopmcnt/Gcncral Electric (S17.5mm) and S4bn China Oill'ield Scrl'iccs/Awilco 

Offshore (S7mm). 
• We rcr;ci,·cd l,.;:ag1.1c Table Credit only for SMbn on deals awarded in the q11:utcr including 

S28bn Verizon/ All tel, S9bn Continental AG/Schacfflcr KG, S4bn Sunpowcr/Cyprcss 
Scmiconduc<or :u1d Slbn Tclcfonica SA/McJiaSc!. 

~ 
• Pipeline re1·enues arc down 28% qoq driven by the completion of large de:~ Is for $9.4bn 

Credit i\gicole SA (S23.4mm), S6.0bn Carlsberg r\/S (S20.9mm) nnd S9.4bn Imperial 
Tobacco (S6.0mm). Postponed deals tot'lling 586.1 mm of revenue fell off the pipeline 
including "Project Michclmgclo" (S37.5mm). 

• IPO's account for 54% of book run ,·olumc and 59% of associated revenue. Financial 
Sponsors nccoum for 58% of IPO book run I'Olumc nnd 46% of rc,•cnuc compared to a 
year ago nt 9% and 10% rcspecti1·ely, a:; Sponsolli prepare to take ad1•antage of a window 
in <he lPO marker. 

• !Zquity pipeline is not as dependable a:; pre1•ious due to deals awarded and executed in the 
same qu:u:rer (45%) in Q3'08. Deals include: Sl.Sbn XTO Energy (S12mm), S1.3bn 
Chesapeake Energy (S8.5mm), SI.Obn Pctrohawk Energy (S9.0mm) SO.Jbn Energy 

Transfer Ptms ($2.5mm). 

Volume (Sbn) 

Lcycrngc Finance 
+ Pipeline increased on the back of increased Sponsor ncti1·ity. 
• New LBO deals mandated include: Slbn CoO\'ertcam (LBO 

France) (S4.5nun), S0.6mm Huish Detergents (Vcstar) (S4.7mm) 
and SO.Jmm S\111g;1rd Data (Sil,·crlal:c) (S2.8mm). 

DCM 
+ On the back of the Credit Murucl M&A the fmancing mandate 

for S2.9bn with SISmm of rc\"cnuc represents 15% of our DCM 
re1•enuc pipeline. 

.!kgiQna1 
+ Europe and Asia rC\'Cnue pipeline arc both ahead of last q11arter. 

Asia is also ahead of Q3'07 pipeline. 
+ Our International rc1·cnuc pipeline has jumped from 30% in 

Q2'08 to 40% in Q3'08. 

Revenues (Smm) 
Product ---- % Chg --·- Product ---%Chg--

Advisory 
Equity (Lead) 

LF (Lead) 

DCM(Lcad) 
ToraiiBD (Lead) 

Regions 

Americas 
EurQpe 
Asia 

TolaiiBD (Lead) 

--- ---
180 215 

10 32 
8 12 

18 23 
217 282 

Volume (Sbn) 

--- ---
107 113 
102 166 

8 3 
216 282 

- -· 
616 

18 
132 
47 

813 

- -· 
451 
358 

4 
813 

- -- - -· 
-16% -71o/. 
-69% -44o/. 
-33% -94'1. 
-22% -62o/. 
-23% -73o/. 

·-··%Chg···-

- -- - -· 
-5% -76% 

-39% -72'1. 
133% 75% 
-23% -73"/. 

Advisory 
Equiry (Lead) 

LF (Lead) 
DCM(Lead) 

IBD (Lead) 

All Prod. (Co-Managed) 
TolaiiBD 

Regions 

Americas 
Europe 

Asia 
IBD (Lead) 

All Regions (C~Managed) 
Tora!IBD 

INVESTI-.IENT BANKING DIVISION 

--- --- - -' - -- - -' 

322 248 SOl 30% -36o/c 
144 204 279 -29% -48o/c 
34 28 Ill 21% -69o/c 
so 4S 61 II% -18% 

550 525 952 5% -42% 

10 39 -20% ·19% 

558 535 990 4% -44% 

,. Rcn~nues (Smm) 
·-··%Chs---

"vv ~uu - uo • vu " uo 

330 366 721 -10% -54% 
185 142 203 30% ·9% 
35 17 28 106% 2So/c 

550 525 952 S% -4Z.CIA'I 
~ 10 39 -20% -79o/c 

ss~ 535 990 4% -44% 

,;·~·~"'\', 
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(Fi<oal Year 

MMCmrrpfrltr/ 

L:hm.1n Drorltc:rs 
GSS::~chs 

Morg.:m Sl.lllkor 
M.,;rrillL)'nch 

Tolallt1arktt 

Sjgnjfrcpm Tmn$.1cljon,- 02 'Olt 

QJ '08 

Volum.: Shott 
l6U 2~% 

2S9,6 J&% 
200.6 29% 
155_0 'ZH% 

691.1 

Q~ 'OS 
Volum= Shan:: 

m.r l&% 
2~3.3 37"1. 

103.9 16% 
82.1 114':1, 

66Z.Q ~% 

LEI-li'"li\N BROTHERS 
TI-ll ltD QUt\lfi'ER 2008 

LE1\GUE Tt\BLE COI\IPI:.TITOR ANALYSIS 

QJ'07 

Volum: ShtaN 
117.0 11':1. 
JD4.9 30"1. 

250.0 lol% 
14ll 14% 

I,Ol<.J 

Ufgh ti,fJ Orl~inurimt 

~hnan Drvltu:rs 
CS Soohs 
Mor&>n$1>nlcr 
McninL)'nch 

Tot>IMork<l 

SWnjijc:mt Trynuctions -02 '08 

Ql '08 

VoNrn= Shan: 
o.s 1% 
0.4 "'· 1.4 ~% 
0.4 l% 

11.7 

• S75.1bn SunS/\ (IJBS/JP~VRotbs/~15/BNP/Cnlyoo/ HSBC/Bio<kSioo<V c .. cit Fno (l<t./Mcr/LolfCS/ABNIS<>< c .. ) 
-S2.S.9bn Oc:u·Cl\ann'i:l Comwn (GSfl;u:)l BTTrip"-': Crollon Co (MS/Otli'Cn:di1 SuUscfDcutH::hc"V3cho\'i:&) 

-SI.Thn V«!onto R.ooure•s PLC (IPM/MSIS.reloys/Citi/O.:uueh•) 
~Sl.2bn lnh::l.s;~t Corp (Cn:dit SuisscJ&nc:orArn.:ric31MS) 

- Sl6bl T~lmell-ln,eraa.tiona• OperaDo11 (Leh/CS)ISh.rcholders (.) 
·St•.Jbn Eodm (lotio (Citi!VBSIM<d;obonoo/MS/CS)I EON AG (Oo:utso~<IHSBQ 
·SJ300 Elec:lrcnit Oaco Synrrm Corp (Citi/Ew:rcore Pulaers)llk~tll•hckordCo (Lch/JPM) 

M&l tlntmrmccJ 

Q)•oa Ql '06 QJ'07 
Volutt~;; Shan: Volumo: Sho:m: Vplum: Sh~u" 

L.:hmn Brothers ISl.O 16% 176.1 21)',. 161.l 13% 
CiSSoch• 296.3 31% )70,8 ~2% lS7.0 29".{. 
Mol]l>n Sunh:y 16;.4 17"1. 'ZDS.7 lJ-;, j27_1J ~~~ 

McniiiL~·ru:" 111.1 111".4 79.7 9"1. no.7 II'Y, 

YoudM•rkc-1 94J.J 875.8 ~ IJ.li.O 

Significyn1 Tmr~1asljgn'. 02 'OK 

- SS9.6bn .. \nhcus.:r·Bun:h Co.s (GSfCili/M~:rfMocfislt/BSY ln&-v NY (U:/JPM/O.:u(sctu:IBNPIG:ntctvil:"'} 
• ~IJ.7bn G:nenl"h (GS)I IIDeho Holdins AG (OI:<nhiiO 
• Sl8.1 bn /\llld Cot~ (Citi/CSIRBSV V<titoo Wirol•u (LobllJIIS/MS) 
• SU.Sbn Unloo FcniZia SA (·V Cu Noturol SDGSA (uhi\JBS) 
• 519.8"' Britlob AtnCriua Tol:a<eo PLC(Lolt/CSIMS)I Shmhohll:rs (·) 

Et{ldn• Or:J.rinuliua 

Q3 '01 Ql '01 
Volum: Sbon: Volum: ShaN 

lt.:hmo:m BrolhCD IIJ 6% IZ.l 6"· 
CSS.ebs 22.6 13% 19.1 9'1. 
Morgan St"nl~y 16.7 10% 20.~ Ia% 

M~:niJlL~·nch 2H l3% IO.S S% 

TolAII'tl;~rku 174.8 116.1 ·l9'.4 

SiRnlfiCi1Qf Tr;mtn.:ti2as • 01 '01 
• s:l•.<bn RBS (M<rllUIS/CS) 
• $1S.4bn UIIS AO {IPM/MSIUBSIBNPICS) 
• Sll.Zbn C.., Vo" do Rio Doec SA (C"dit Suis><IABNIDNP/C>i)·oniCitiiHSBCIJPMiS.1nlondcr) 
-S9.9bn lmpuinJ TobattDCroupPLC (UbJCiliiMSJHoarc Ga..etO 
-S9Jibnl\l~:rL~·nch&Ca (Mt.:r) 

lim.:: Allvnlll~ttt3 inS rmlltons 

Ql'07 
Votum: Shan.: 

1,8 ""~ 
1~.1 6"1, 
19.5 ~' 
19.3 P.% 

218.8 -24'/• 

INVESTMEI 

• Slon lnt<lm lil<kson (!Wtc of Am>ric.>/Ct<d;, SuiJJt/MS) 
-SO.Rbn XM S.td~tc R.:tdio Hldss (JPWMSIUBS) 
• SD.7bn S<lfl8 Corp (l.rh/Citi/JPM) 

Hirh Gnuk Qrirlngrffln 

l.ehm:1n Bm1h"' 
a; S>cbs 
1\IQrg:m St:lnh:~-
McniU L}·nch 

Totall\1-lrkc:l 

!':ignific;w Tt~nunsrjoM .. 01 'nR 

·SS.5~n Cn:dil SuU:sc (C~dit SuUs~) 

-SS.lbn Si:m:n• NV (DI."IIIS<ho/CS) 
• Sl.Zbn lNG !Wtk NV {t)euiJohc) 
• SSbn So< G:n SA (Soc G:n) 

Ql '08 
Vofum.: Sh;~N 

6.0 
13.6 
12.1 
IJ.S 

449.3 

I 'X. 
3% 

l% 
J% 

- SSbo Time Wnrn<r Coble (l<biBoii\IB~rtMSICitiiDeuiJchc/CS ... ) 

NKING DIVISION 

QI'OS QJ"07 
Volum.: Sb:m: Volurn;: Sh::u\l' 

1.1 5'4 :z.o 6% 
1.5 1M'. :z.s 7% 
0.9 ~% ll 6')', 

ll 6'1. 2.• 7')'. 

10.1 -J7"" J5.1 .6-J•t, 

Ql"OI Q)' 07 
Vohm.:o Sh•"' \bltma: Sh•n: 

11.1 4% 18.7 3% 
l0.6 .. ,. 26.2 5% 
:l7.4 S% 17.7 S':f, 
42.2 5"1. 31..6 6"1. 

782.!1 _..,.,. SU.8 .J7•t, 

18 
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' 

Value 

($mil) Deal 

M&A Announced 

7,811 Groupe Credit Mutuel 

5,482 Firuneccanica Spa 

1,107 AIG Highstar Capital 

n/a Mubadala Development Company 

10,600 SprintNextel 

n/a Almutamayeza Co. 

22,750 Gas Natural SDG 

n/a Bardays Private Equity 

4,380 Choicepoint 

Equity 

2,200 Firuneccanica SPA 

750 McJunkin Red Man Corp (GSCP) 

Fixed Inxome 

3,900 Groupe Credit Mutuel - CIC 

5,000 Las Vegas Sands 

""'""' r \ 
\ 

LEHMAN ,,,oTt-mRs 
THIRD QU:\It'll::R 2008 

SIGNIFICANT BANKING DEALS IN l'II'ELINE 

Industry Region Transaction Description 

FIG EU Acquisition of Citibank Privatkunden AG & Co KGaA 

Ind .AM/EU Sale of Converteam to LBO France 
PW AJv1 Sale of 50% equity interest in Intergen N. V. 

FIG Alvi/EU Fonnation of global business partnership with GE 

CO.MM AM Merger of 4G Wimax assets with Clcarwire 

Ind EU Sale of interest in Abdul Latif Jameel Group LLC 

NR EU Acquisition of Union Fenosa SA 

IND EU Sale of Convertcam to LBO France 

TECH AM Sale of Converteam to LBO France 

Ind EU Rts 
Ind AM IPO 

FIG EU Preferred 

RE AM Bank loan 

INVESTMI!:NT BA,'\IKING DIVISION 

... ,.~ ~ ~"\ 

Revenue Est. Date of 

($mil) Completion 

28.0 Dec '08 

20.0 Oct '08 

19.0 Dec '08 

17.5 Sep'08 

17.0 Mar'09 

13.8 Sep '08 

12.5 Nov '08 

11.7 Oct '08 

11.4 Oct '08 

11.8 Oct '08 

9.9 Nov'08 

14.8 Sep'08 

10.0 Oct '08 

19 



0 
0 z 
"11 
5 
m z 
-I 
)> 
I 
-I 
::u 

E 
:s: 
m z 
-1 
::u m 
0 c 
m 
(/) 
-1 m 
0 
Ill 
-< 
I 
m 
:I: 
:s: 
)> 
z 
Ill 
::u 
0 
-1 
:I: 
m 
::u 
(/) 

:I: 
0 
I 

!2 
z 
(j) 
(/) 

z 
0 

I 
Ill 
:I: I; 
m 
0 
0 
~ 

~ ,o 
~ 
II.) 
-..J 
w 
(X) 

9/G/2008 8:02PM 

Clicm 

LEHM1\N BROTHERS 
THIRD QUARTER 2008 

Bt\NKING 1'1\'ELINE CI I1\NGES: EQUITY MAND1\TES 

Trnns.1c.tlon ""Varuc *Fees 

~-- --rGt:i!Pipdin-e~31~ 32,200 203.8 I 

Signilicnnr DctJl• dropped off pipeline during QJ 2008: 

l'10jcc1 Michcl~ngclo I'PD 

JUd""' Group Inc. 
rl'I.Group 
Endoccutie< 
Pons Amcnca (J\lG High•tar Capi10Q 
Sol~rwin<Js.Ncr 

UntlrrS4mm 

37.5 

BOO 10.0 
BOO 6.0 

4.8 
4.5 

200 4.5 
700 95 

/ - --·- ------ - Sub-lot,,J DrOf?Pcd 2,500 76.8 I 

Signilicnnt DcnJg on pipdine complercd in QJ 2008: 

Crcuir Agricolc SA 
Corlsbcrg A/S 
lmpcri:ll Tob>c;co Gcoup PLC 
lnnovoU\'C Windpowcr 
UAtllfS-1111111 

9,000 
6,000 
!>,400 

1,100 

23.4 
20.9 

6.0 
4.0 
8.6 

[ Sub-rot.'ll Completed 25,500 62.9 I 

Signilic:nnr Dcnls added to pipe/inc ill QJ 2008: 

l'irunccconicn SPA Rts 2,200 11.8 (),t.Q8 

McJunkin Rc<ll\lan CoQl IPO 700 ~.9 Nm../J8 
NX Jnf,..rructucc l'ri Place 7.5 o.ws 
Meg Energy Pri !'locc 6.5 Nm..OS 

1\vago Technologies (KKR/Silrcr L•kc) IPO 500 5-J Drr-08 

DLfo Assets l1rivatc Ltd l'ri Plncc 5.0 o.t.os 
Rc..-<nocd LLC (Apollo) 11'0 GOO 5.0 (),t.OS 

l'romos Technologies r;,., .500 4.5 Stf>-08 

Shinco GPS 11"0 200 4.2 '/'liD 
Crimson Hxplorntion 11'0 200 4.0 O,t.U8 

U ndtr S·Mrm JOO /O.i 

[ --~- -------- Sub-total Added 5,400 74.2 I 
Economic c:b.'IJ1{{C$ on pipeline in QJ'08 

CcUcbrum Ltd 100 1.5 

AGA Mcdic<d Corp (Welsh Corson) 1.4 

Pinnoclc \Vest Capital 1.4 

IV!ina Rt.lortm Parlnm 100 1.0 

I Sub-1ot.:J Added 100.0 5.3 - I 

I Total Pipeline at 8/31/08 9,700 !43.6 :J 

• Value ond Fcc includes onlr lt.d mon.1gcd <kols 

~, 

INVESTi\·IE •NKING DIVISION 20 
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LE.Hl\·lAN ... ,OTHERS 
THIRD QU,\RTER 2008 

B1\NKJNG PIPELINE CHA.t"!GES: LEVEiv\GIID FINANCE 

Transaction •V:t!uc 

,~.·...,_ 

•rccs 

I Total Pipeline at 8/31/08 11,500 27.6 J 

Sig11iji«wt Dtalr drupped oj{pip<lint dTm11gQJ 2008: 
PT Pacific Oil & Gas Indonesia 100 2.3 

'J1tW Automotive Holdings (Blackstone) 400 1.8 

Key Enctgy l 00 1.5 
I Sub-to/til Dropp.:d GOO S.G J 

S it,11iji«mt Deaif co111pkte 011 pipdille dtmng QJ 200& 

0 Reilly Automotive 1,200 3.0 
Linn Energy, LLC «JO 2.0 

Si.~ Gear Solution (\Varburg Pincus) 800 1.9 

s;_~ Aags 400 1.8 

Wesco Aircraft Hnrdwarc 100 0.5 

Mcjunkin Corp 1,000 
L Su/J·/o{(}/ CnnplrM 3,900 9.2 I 

S iglliji(al/1 DMlr udtkd Of/ p;pe!i11e d1ai1tgQ3 2008: 

Huish Dcrergcnts (Vcsttr) Sr. Note 600 4.7 J¢'-08 
Convcrtcam (LBO France) Bank Loan 1,000 4.5 Stp-08 
Natioml Cincmed~, Bridge 3.8 No,c08 

Meg Energy Sr Note 500 3.0 s.p.ns 
Waste Services Bank Loan 300 2.8 Stp-08 
Sungard Dam Sy:;tcms Bank Loan/Bridge Loan 300 2.8 Oc/·08 
8ontcn Media (Diamond Castle) B:mk Loan 100 1.9 Stp-08 
Antcto Resources Bank Loan 200 0.7 0,1.{)8 

IE . . . .fllh-lola/Addtd ··· ·--· ----o-,-,-,----- ----;;:;---------------. 
(OIJOJmr rbo11gts on pifJrlille i11 Q3' oa _,,000 24 1 

Las V cgas Sands 

Wesco Aircraft Hardware 

(2,000) (2.0) 

(0.9) 

I S11b-rotul Addtd (1,900) (3) ! 

c- . TOUIPipeli,;'eai 873f/08 8,100 34.1 I 

!NVESfMENT BANKING DIVISION 21 
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orplgrO\IpSifinlfmonco\Finanoiol Conii'Ol\Moncemcnt Rcporting\Rcvenuc Analysis\REVENUE REPORTING\Grc(Jl:'~"'po8\Ql\Capital Mku\Ql. CM.ppt· orcnncr • 9/1112008 2:10:59 PM 

Capital Markets Revenues 

Current Quarter Data Quarter Trend 6"1· 9 Monlhs Ended A% Records 

Jun ·os Jul'08 Aug '08 rQ37o'i 
£9ymE.~ 

["Qi1ii Ql '08 Q4 'il7 
1 OJ '07 

QJ .oa;;;;;;- YTD YTD YTD '08 w. Quarter FY 
S!l ·os !P ·o1 ZOOB Z007 YTD '07 Amount guartcr Amount Year 

Eqliy [)M,DnSu'tMIII ~ 78 2 144 !36 lE9 932 96] ·Sl'l:. -8S% 1,210 2,&94 -S6% 1.090 QZ'Ol Ull 2007 
F.qaay rrm: scrvas " 78 69 244 l90 271 226 2lil ·38'1:. .J,.% '>)S Jll 6% ]90 02'08 1,078 1007 
CbbJl Pr'tqlol s .. ~p. · &july (I) (0) (I) 2 l 14 7 ria rll 4 9 -56% 14 Q''07 23 2007 
Cbbo!TrodngS~n~cp:s. &july 21 (18~) (lS) (191) (19l) 417 m (116; 1% 71\1 24 141 ·IIlii 417 QJ'08 !77 2007 
D<«tPn~iW-·I;;aty (19) ~9 (l) !7 )] (5) 19 (2: ·Ia% ..... S6 18 215" ll Ql'011 56 2008 
GbhllOpportiNi=sOro~- Equly (0) 9 (7) 2 26 43 (10 cu: ·90'.\ rio ll (II) "' 4) QJ'08 71 2008 

rn."" t;;'*Y. EQ (Jl) (ll) (!6) (Ill) 29 (211) 25 70 rll .... (lGI) 224 "' 78 QI'07 249 2007 
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Gl>baiP~LSn~P,. (l) (4!) 01) (75) (160) (163) (!) (98] -51% -24% (191) IU rio Ill QI'07 110 2007 
cubaL 'lndro s ..... ,;,.. llio:-ca<d (lllf (59) (11) (2U) (12) (82) IS 2J "'' nl• (316) 9S rio 90 Q4'04 166 2006 
Pri>>l< E.j'*l' • FID II (7) (106) (9l) (149) (9) ·36% ..... (253) rio 
Ami M:mapm. PrR~l· FlO J (8) (ll) (l8) (Jil) (440) -IA'Ye "" (790) "'' FIDOlhot c~s 71! 499 l,l]8 m 614 119 S£0 Ill% lll1h 2,446 109 202"k J,lll Ql'OB 2,446 2001 

Total Flud In tome StEmrD1 Ill • , .. lS) (3.311 ... , IU751 162. : 7!7 I 058 ria .... Q.ll!! ~IJZ· rVO Zz!OD gz·o6 !!r447. .1006 

Toe. I CI~•J M•rkea Suam 231 U&Sl (3,111 ~ 1"3 (2..174) 1,111Z >.m 2.435 "'' Dla !4,8511 9~0 "'' 3,!!4 !12'07 ll.ZSl 20117 

T(llfll Ptllfll! S~l'tiut Ill ,., "" ... ... .,, .,. 
"" .. ,. IM '·"" l.l .. ..,. ~or• ono 1~.D01 ..... 

QJ '08 vs. Q2 '08 and QJ '07 : 
Capital Markets: ($4,148)mm vs. ($2.374lmm 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 write-down of$(7.8)bn: $(5.3)bn in residential mortgages, $(1.7)bn in commercial real estate, $(0.6)bn in Other ABS and $(0.2)bn in acquisition 
finance facilities. Hedging gains were S0.8bn for the quarter. Gains on Lehman structured notes valuation were $1.4bn. Total Net write-down of 
$(5.6)bn compared to $(3.7)bn in Q2 '08. 

• Fixed Income revenues of($4,603)mm: 
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. Q3'07 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). 

911112008 2;09 PM 
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Equities Revenues & Sales Credits 

Curn=-nl Quarter Dru.a Quartet Ttt:nd ~ 9 Months Eadcd A 'I. 
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&Rpc 12:! , .. 7l l02 424 ., 410 471 -29% .]6% 1.1~1 1.25& .... 
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R.conls 
Quanor FY 
Amount Quarter Amounf Year 

657 Ql'OS ),869 1007 

61 Q4'06 15) 1006 
•n QJ'OI 1.54$ 1007 
14) 01'06 413 1007 
71 2l'D6 l6 1006 

1.019 Q21J7 ),827 2001 

390 Ql'OI 1,07& 1007 
14 Q4'07 2l _, 

417 Q1'08 H7 1007 
40 Ql'O! £9 2004 
4] Ql'lll 71 1008 
78 Ql'07 249 2007 

lll Q41JI 479 lOOT 
319 !!l'OB 710 1008 

Uto ().1'07 . 6,]98 200'1 

271 QJ'07 840 2007 
191 Q4'07 6'2 2007 
78 01"01 206 2007 

JGI Ql'07 1,687 2007 

29 Ql'Oi 7a zoos ,,. ().1'07 J,ID6 2007 

360 Q2'0I 9]8 2007 

!.Gil 9)'07 ],678 2007 

405 Q3'07 1.418 2007 
471 QJ'07 1,668 2007 
18-4 !l4'07 592 2007 

1,041 01111 ],678 2007 
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Fixed Income Revenues & Sales Credits 
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Rec:ord.J 
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Equities Division Details 

Cumnt Quancr Data QuarterT,...nd ~ 9 Months Endrd 4 .,. 
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Records 

QWirlcr FV 
Amount Quarter Amount Year 

401 Ql 01 971 2007 
239 Q2'07 657 1D07 

·~ Ql'O! 241 2007 

651 01'01 1,869 2007 

S4 Q4'06 II• 1006 
19 02'117 " 2006 
I) Q2'117 9 2007 
62 Q4'06 15) 2006 

81 Q2U7 129 2008 

J09 QJ'Ol m 2DD7 
205 Q4'01 511 2007 

"55 QJ'07 1.54! l007 

91 QJ'O! 161 2007 
44 02'01 62 2008 
IJ Ql '06 20) 2007 .. , Ql '06 413 2007 

4) Ql'06 16 2006 
2J Ql'06 22 2007 
ll ()'116 J 20illi 
71 QJ'N 16 lDDii 

_1,654 02'07 4~91 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, 

Oil, Mining, Energy and other commodity related stocks including Commodity ETFs and BHP Billiton 

Convertibles: 
• 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)nun) 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. 
• 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 increased 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: 
• 
• 

hnproved performance compared to Q2 '08 due mainly to substantial improvement in Americas . 
Systematic Trading drove performance in the quarter by taking advantage of increased market volatility . 

LEHMAN BROTHERS Capital Markets Section - Q3 2008 
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Equities Prime Services 

Cumnt Quarter DaiD Qu:arter Tre11d A'/• 9 Montbs Ended A y, Records 

- QJ '08 ven;us YfD YTD VTD'08w. Quortcr FY 
Jun 'OS Jul '08 Au 02 '08 OJ '07 2008 2007 YfD'07 Amount Quarter Amount Year 

Alrcri:.u Jl J2 -13% 12% 322 zsa '24% Ill Ql 'OS JSZ 2007 
Eo.rnpo •• 32 -SJ% ·26'/o .26 4SO ·S% 235 QZ'07 m 2007 
,.,;. 18 H ·2.5% ·Zl% 157 14<1 9% 58 Q1'08 188 2007 

Eq\&ry Pltrnt Scr.ice1 97 7ll ,JS'Y, ·I .I% 905 BSZ 61!1 .. )90 QZ '08 1,018 %007 

Gross Balance Sheet Trend 

261 
250 224· · ·· ..... ·· ··· · ·221~~:/nmli.~J~mm~·--.. .;.,~.;..2o9-· .-.. ··-···-znr-··--

.. ,,,, ....... , .. ,.,1 ··-~r • -200 :•·':,:::~~;ii!•JH """'!!'~'llrnl!r.ae ~u~---- -·· ::•'i''l~·o 11wiJIJ--·--·]iflllll!2~u·m··J---~~~~ .• 1\ul\•1 II ,:oldl, ... ,,1 1, -

150 -------·--·- ........ ---- ---

50 

0 

Q3 '07 Q4'07 Q1 '08 Q2 '08 Q3 '08 

-Grosses ntuiR:"' FAS140 --Target 

Total Balances 

$bn 
250 

200 
188 194 

150 ; .• ·<·•!·iiti!!~ll)ii! .. ··-------·-1"15 __ _ 

100 

50 

0 
Q3 '07 Q4'07 Q1'08 Q2 '08 Q3'08 

• Cash PB 1:· Synthetics 

Gross Balance Sheet 

$bn Q3 '08 Q3'08 ll.VS. Q2 '08 avs. 
Actual Target Target Actual Q2 '08 

Equity Financing 69.4 81.0 -14% 91.5 -24% 

Debt Financing 117.6 102.0 15% 84.1 40% 

Synthetics 12.3 15.0 -18% 13.6 -9% 

Futures I STG 5.2 8.5 -39% 6.9 -25% 

Structured Arbitrage 5.4 7.5 -28% 13.1 -59% 

TOTAL 209.8 214.0 ·2% 209.1 0% 

Q3 revenues are down QZ '08 and Q3 '07, with decreases across most flow 
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 
regions as trading activity continued to slow in Q3 
·Liquid Markets Q3 revenues were down vs. Q2 but still running 
substantially above budget and prior year 

·Structured Arbitrage revenues of are down significantly vs. Q2 due 
to the seasonality of the business 
•Strategic Transactions revenues are $15mm 
•Corporate contains S13mm due to profits from the CME I NYMEX 
merger 

9/1112008 2:09PM 
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Top Hedge Fund Client Balance Changes 

·:R!i!IH:ili!ilii~llillll:t:t!ll!lil!ililllii!ll!l!l!illli:!iiil![mffiili:ir:!li!';:ml!:!fl!i1:!i!ili!il!:H!lliiHi!!ii!:!i:!i!i!'i•l!::i:!li!!Hii:!liill!llill!!liNl!1l!!iir.9P.:q¢¢11!1e~!;!;i 1 :!f::IHIIilili!i:l!iiH!II!IIIill::m:!liill:!li!!;;!;:!:;!:!H!iiil:li:!i!fi!:l; 1ii!H!iF!I::::::Hiliiii:ilillllilfliiiiiiiiiiHI!!lllll'i!l:li:t!:'-:,::···:ii'::'!:iil!llil 

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

gy MM) MMI fin MMI Comments MMI MM) 
6,048 
4,985 
6,978 
5,506 
5,009 
2.447 
2,993 
1,760 
4,644 
4,403 
2,128 
1,303 
2,503 
2,807 

1,179 

56,696 

85,761 

142,457 

Total of all Clients: Q3 08 vs. Q2 08 114,882 164,769 (49,887) 

9/1 112008 2:09 PM 

LEHMAN BROTHERS Capital Markets Section- Q3 2008 7 



0 
0 
:z: , 
6 
m 
:z: 
-t 
)> 
r
-t 
;;v 

~ 
s 
m 
z 
-t 
;;v 
m 
0 
c 
m 
en 
-t 
m 
CJ 
OJ 
-< 
r
m 
::I: 
s 
)> 
:z: 
UJ 
;;v 
0 
-t 
::I: 
m 
;;v 
en 
::I: 
0 r
CJ z 
C> 
en 
z 
0 

r
CJ 
::I: 

I~ 
m 
0 
0 ...... 
~ 
10 

~ 
N ...... 

"'" 00 

·rp\groups\fin\finance\Financiol Conlroi\Mangement Reponing\Revenuc Anolysis\REVENUE R.EPORTING\Groc~·"'"''"'.JQS\Ql\Capi"'l Mkls\QJ- CM.ppt- crenner- 9/ll/2ll08 2:10:59 PM . ' 

Equity Balances Performance 

Monthly Trend ($bn) 

250 

200 I 199 <RR ~-- ~--
194 

150 

100 

50 

0 

~ -~ -~ .s- ~ ~ ~ .()'b ~ ~ .()'b l ~ -~ 
~ a- a- cY ~ i' ·l a- i' I ~ ~ ,y .,.::; ~ 

Performance by Client Segment 

Equity Quant 

Fixed Income 

Dynamic Ext 
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Equity Balances- Gainers/Decliners 

Q2 \'S. Q3 Top 5 Gainers ($nun) 
$bn 
200 ~o.r.~.~~~~f_!!'.!.~-Q2 V_!:_(!;J_, _ ........ . 

-Harbert Fund Advisors, +Sl.lB ~ . 
180 -Santa Fe Partners LLC, +$0.58 
160 - SRM Advisors, +$0.4B 

..... J,.,.;;; .l"l:jljl;l·!l.llj""'" ___ .... - ..... --~~...... .. . .. 
.. 111\l~~ l.it";:;~a::;;:;-.. --1==·-~,~.""' um~eH;:;: 

-Morgan Stanley & Co International PLC, +$0.4B 

- Blackrock Investment Manage~ent, +$0.3B 

140 

120 

100 
.r:,'O <1.~ ~~ 

_.,_ e~ ~" 
U' & ~ 

0 c; 
,t.. :>."' 

~:;0 ~.f 

if(!, <1."1:- 'II _.C>~ l> l' ... ~ ;. ,.... ~~ ~:;"< .J,'S ~ .. ·-
Q"'' \ .. "(" ;t• ~cf' c.'J> ~~ ,. <; 

.~ .. 
0> 

,-.0 ~>"" 
~0 -VJ~ 

i'~· .# <-~"'<:' 
4:-G ~6-' 

Top 5 Redemptions I 
Top 5 De leveraging 

Top Decliners By Category ($mm) 

Top 5 Undesirable Collateral/ 
Top 5 Closed Funds 

Top 10. Moved To Other PB I 
Counterparty Concerns 

iHJUi~'~i'li"''"ll!ln"l't'::li/~'I/I'III//"''~~~·"I"'P'ljiiFI:i!<"ft'l'"''"'ljJ/IIIB~~-'IIII'IlillilllllltJ ;:,uu;:!;;:"·'''''llli"J'/IIiil!~i!ljJIII/'"I"I'l'~"~/'lll/j/I'IJ!:~I~""'J/1111"/I'~~~~~~~~~~~~~·:!nl;!fi· U!IHu~li.M'~Mffi~Wtii~r, if. hi ~~ fR.!;Hi!:~I:H;~;Itg~~i r :~u~~~~~~fU~~~f :~;:!if~%!~'1;!9.,~:!; ~, Ni!fi Ud ~~~H~fi1.l.r1 ~~It~ U rr .II~Mf!r.!~!;~.{ 
•83 11.036 

Salida 1.084 1,699 (615) cas 920 1,465 (545) GCNF 1 6,048 (6,046) 
Stale St Gl Adv 173 655 (481) Silver Point 343 789 (446) GLG 1,965 5,489 (3,524) 
MKM 790 1.153 (363) Libertyvlew 1.484 1.894 (41 0) Prorund 2,314 5,506 (3,193) 
Ridgefield 180 392 (212) Libert~ Harbor 202 468 (266) Tiger Asia 2,759 4,489 (1.730) 
Top 5Redemp 3,704 6,891 (3,187) Top Un. Col\ 5,396 8,099 (2, 703) Tewksbury 794 2,447 (1,653) 

GLG 1,965 5,489 (3.524) Sailfish 0 699 (699) Camden 188 1,303 (1,115) 
Tiger Asia 2.759 4,489 (1,730) Andor 11 58 (47) Tudor 1,790 2,742 (952) 
Centaurus 304 1.760 (1,457) Eagle Lake 3 13 (10) Millennium 2.987 3,814 (827) 
Marble Bar 883 2.128 (1,246) . . DE Shaw 829 1,603 (773) 
Tudor 1,790 2,742 (952l .. . GSA 3.410 4,129 (719! 
Top 5 Oelever 7,70~ Hi,so9 Top ~losed 14 769 (756) To_~ Top 1o 17,038 37,571 (20,533) l!;9o9· 

•Nomtal Markel Aclivity i11cl11d•s - Delf!lleraging. Redemplions. Nom•al Markel Moveme111s. elc 

9111/2008 2:09 PM 

LEHMAN BROTHERS Capital Markets Section - Q3 2008 9 



0 
0 z 
'l1 

6 
m 
z 
-t 
j; 
r
-t ;;o 

~ 
s: 
m z 
-t 
;;o 
m 
0 
c 
m 
C/1 
-t 
m 
CJ 
Ill 
-< 
rm 
::I: 
s: 
)> 
z 
{]J 
;;o 
0 
-t 
::I: 
m 
;;o 
C/1 
::I: 
0 
r
CJ z 
G> 
rJ) 

z 
0 

r
Ill 
::I: 

I~ 
m 
0 
0 
-..1 

~ ,o 
~ 
N 
-..1 
()I 
0 

rplgroupslfinlfinoncc\Financ:iol Conunl\Mongcmcnl Rcponing\Rcvcnuc Anolyois\REVENUE REPORTING\Grccn!:"'""""-108\QJ\Capital Mku\Q3. CM.ppr. crcnncr • 9/JI/2008 2: JO;S9 PM 

~C'~l&Cf 

ADd ........ .,... 
~\'J,T~ 

~cnll~t:.: 

nnrD11D111rk; 
a.,.IG.oqC.., 
(arMUJk.ICVS 

err a.... 
r:bMCe!p 
FirAt~»~ AS 
GSO 
liN~ 
1.,..;.1s.,.., 

""'" , .... -... 
J~S=cl 

KS~ 

N•\~rW~q,oi'IAii:IF 
Na\il~~ra.!Corp 

Pa:CsS11wi't:TNII 
Pbr:l;tSicmiBan;Usii'CI 
~.....,. 

Sot""""" it<. 
SLJ.t'Corp 
T.ebCarp 
v..,~l#fi'O:'~~..,.,"' v....,. 
WC'ICmmamb. 
Yltslol~ 

A.lrOI!a aT$ Eq.Uo 
C1at.Jl).dh:IC S"tcP• -tqutty 

Pln:ct PrladpallllftJtn'llls- f;qulf)' 

C1abll Opp!l"hhl:dikl Cmap e EqDII;y 

Mntbnsa;rcr~ 

V~mn: CapQJ fa! 
R<oJEowofonl 
c""' .. k""F""" 
f'loi.'o<efltdllMt"""'Ooo"' 
IMIJ~(il:lt.llP) 

Oo!a(nolPA.CI'Ef.C....-1 
M<o~F..,.d'l'·E.O 

A.ncCI'f•c.&<~IIWOIC.,.,<!Itlnratl 

C\lrnnl Qull'1~r O•la 

Jun '08 Ju1'08 Au• ·~a~ 

(I!) 

.. 
l'l 

(10) 

6 

(Ill 

" 
(I'll 

., 
" 
(n) 

,,, 
(Ill 
('I} 

(II) ,, 
(161 
(ll 
m 

(!5} 

(HI 

' (Ill) 

ID 
16 

(]6 

(liS) 

" 

• m 
(101 
(!I 

(ll) 
IJ 
~tl .. 

111)1 
(1!1 

I 

0): 
fl!S)I 

" 

""' 
<lll 

(II 

(21 
26 

I 
II ,, 

(.!01 

II 

•• 

_Ql 

'" ., 
!'Ill • J 

10 

11011 I'll 
(42) 
[ZI) 

Ill) .. 
""' 

(I 

'" (1'll (21} 

''" , .. 
lOS 

(121: 

<•<JL..lE! 

LEHMAN BROTHERS 

Equities Principal Investments 

~•ncrTrnd 

" (IJ) 

l " 16 
(211 (27) 

I) 

(Ill (OJ 

II• 

'"' 
Ill 
(IS) l ll• 

ll 
(10) I! .. 

(I (I} 61 
(Ill} ... 10! 

(9} 17 

• 

6 (I} J7 
(I} 

I 

,,, (ll} 

'" 01 I. 
(19!) "' 135 

" (!) 19 

" •l (10) 

1 l .. 
10 , .. , (l ,, (I OJ l 
(1 (11 • 
19 t••l • 
l (Ill (ll 

IS I} 0 
1J (1111 15 

()6' 

tl: 
(I: 
(.t: 

o: 
II 

(II' 

0 

(~ 

l 

1'1 

" O•l 

6 
(ID} 

Ill 
(ll} 

(J) 
(15) 

ll 
(Ill) 

(2} 

~II) 

llJ 
Zl 

• 
l 

' 0 

' 70 

.6-t. 
Q3 008 '~nu 
91 'OS 03 '07 

... .... ... .. 
·41% M ... ... 
"' .. .... .~ 

"' ... ... .. 
rio ,;, 

"' ... .... .. 
"' ... "'' ... D'li n\ 

"'' ... ·91'Yi I\., .. .. 
11% ~ 

"' ... "' .. ... ... ... .. 
"'' .. ... .... 
"'' .. ri.l ri& 
lh n!• ... .. ... .... 
olo "" 

191% 141% 
~ 

•IK% 

... .,. 
•• •• ... 

l69% ... 
to!> .. 
"" 

... .. 
"' ... ... ... . .• 
'" "' "' 

9 Moolho ~ncle~ ~ Rrcards 

YrD YTD YrD 'DB.,, Quoner n" 
2008 2007 vro '0' Amount Qu.utef' Amounl 

IS 
l 

" (lJI) 

Ill! 

(U) 

(lDI 

(ll} 
(21 

(Ill 

" 
(20) 

"' (9} 

Ill 

" 

(I&) M 
(ll M 
I M 

(") ah 
14 ... 

II "' ... 
" ... 

I "' 

"" 1111 nl.o ... 
(0) ... "' " ... ... 
ll -16% .. .. 
16 "' 
J 17cnf. 

" .. 
(1<1 .. 

"" s ... 
(Ill .. 

(SI ... 
(101 ... 
(II M 
~~~ ... 

(15) 0 M. 
(191) to __ ._, __ 

J.l 1•1 -&l% .. II 215% 

11 (II) .. 
I ~~ ·10% 

(611 so ... 
(691 17 •• ,.,, '' .. 
(64) ll .. 

(149) 7] ~~. .. 
111 (ll) __ .. __ 

IJOII tU .. 

IS QJ'CJ 
n Q.C"Cn 
Z! QI'DS 

" Q1'111 
n Q4'07 

n QIW 
I QIW 

,. QJ'O! 
., Ql117 

ll Ql'OI 
!0 Q4V7 

" Q4V7 
$.1.1. QI'OS 

11 Q-4'07 
9 Q2"'0$ 

u Ql'f/1 

•o Ql'OA 

Q!'Ol 

QJU 

Ql '04 

!2........!ll:! 
4l7 QI'U 

Jl QJ'DI 

0 Ql'(ll .. ~.., 

» Ql'l11 
u ~~ 
llJ ~~ 
ll ~"07 
19 ~"07 
~ ~u 
'IS QI'Ol 

" 10 

" 
" "' 
" I 

'·"' " ll .. 
" ll9 

" 
ll 

ll 

109 m 
.. 
71 

1~ 

•• 
19 
l9 

" ill ., 
"' 

Vur N 

" 2001 n -" -" l007 7) 

""" n ,., 
'""' .. ... , .. .. 

" .. -" -.. 
2DOA " -., 
2007 61 
2001 G:l 

2001 " ,... .. 
2001 " .. 

" 2001 .. 

" Sl 

5I 

2001 " .. ,... .. 
""" .. ~I' 

Z2 

:IDOl 21 

" lOOI 18 

II 

""" " 2007 II -,, 
lOOl ,. 
lOOl , 

lOOl " 
lOll.! • ,., 

I<! , .. , ..,, 
' o'ff% •717% Cl701 Cdl .. $1~ QI'Q1 ., -

91111.2008 2:09 PM 

Capital Markets Section - Q3 2008 10 



(') 
0 
z , 
a 
m z 
-t 
~ r-
-t 
::u 

E s:: 
m z 
-t 
::u m 
0 
c: 
m 
C/1 
-t m 
0 
Ill 
-< 
rm 
:t: 
s:: 
)> 
z 
Ill 
::u 
0 
-t 
:t: 
m 
::u 
C/1 
:t: 
0 
r-
0 z 
G) 
C/1 

z 
9 

r
Ill 
:t: I;;; 
m 
(') 
0 
--.1 

~ 
10 

~ 
1\) 
--.1 
(.II ..... 

·rplgraupslfinlfinon<elfin..,<i•l Controi\Mongcmont Rcporting\Rcvenuc An•l)'•is\REVENUE REPORTrNO\Grccn.•/'"'-..')08\QJICapital Mkts\Q3- CM.ppt • crcnncr • 9/1112008 2:10:59 PM 

Equities Principal Investments Commentary 

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

Global Trading Strategies (Equity): 
Q3 '08 Significant MTM and trading losses on: 

• KSK (India Power Plant)- ($20l)mm: stock price declined -30% post July 14listing; and liquidity discount reserve at 5.47% 
ofMV 

• Gain of$80mrn 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 $(25mrn) 

Private Equitv 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. 

911112008 2:09PM 
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Equities Corporate Revenues 

Current Quarter Data Quarter Trend 6% 9 Months Ended .6.% 
Q3 '08 versus YI'D YI'D YI'D '08 vs. 

Jun'08 Jul '08 Aug '08 I Q3'08 Q2 '08 Q3 '07 2008 2007 YI'D '07 

Em>pcan Equity Vawtiin . (10) nlo nla (25) nlo 
Asil Vah:ni>n (3) nlo nla nla 
Doy I cni>cddcd Dcriva!M:s 0 0 0 I I IS% nla I 6 ·81% 
Italian Tax Roc 4 38 n/4 nl• 38 nla 

nlo .... ria 
Crcdi Rcscrws (l6) II 25 10 67 19 21 ·85% nla 96 (2) nlo 

nlo nla nlo 
EuropcVolotiiity II 14 II 36 (60) ria .... 36 (14) nln 
PrivaiC IX(uly/GP Caey . (0) 2 nla "'' (4) nla 
Sln.l:urccl Trudcs 2 4 4 rio rio 2 12 ·84% 
RA:bti:>nslq> Loons FRI. EAj (7) (I) 14 6 47 22 ll JO -88% -81% 15 39 95% 
DcbtVabJolion 43 207 107 357 Ill 154 122 253 223% 41% 622 253 146% 
Otha (prirmrily Tn:osuy P&L) (IS) 10 (15 (20 185) -85% -89% !liS) !152) .. z.1% 

Equides Oth<r 6 Z41 142 389 289 199o/o JS•t. 710 313 127% 

Q3 '08vs. Q2 '08 and QJ '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. 
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Fixed Income Divisional Revenues 

Current Quurter Dala 

Jon •vs Jul 'VB Aug '08 QJ'Oi 

Quarter Tn:nd 

loz·o8 OJ '08 04 '~7 loJ ·~7 

AI/, 9 Month> Ended ,4•1. 

Ql'~ YTD vro YTD 'OB vs. 
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ria rl• 92 !OS -Sl% 

HmY<U S6 48 IOl (9S' 390 140 488 610 -76'/. -85% ~624! 1'9~ "'' Cndll PraducU Toll I HJ ] (81) ll6 (2<6) 410 506 (61J) ,. "'' 420 41) ·IJ% 

Am;ri;a$ (143) (1,581) (1,702) (3,426: (1,291) (lll) (liS) n 16We rio (4,949) )84 ria 
Ellupc s (121) (110) 11.ozs: 
AsD 1) (12) .(21 (35) 

(329) (114) {7J (45) 
8 10 21 II 

211% "'' (J.ll91 IJO "'• ... rl• (II) 49 "" Securid.zrd Pnc!udl CUO) (1,914) (2,4l)) (4,486) (1.6U) (307) (767) l7 17B% ria (6,<051 544 .,. 
"""""' (l7) (169) (1,171) (1,177) (1.414) (824) (142 110 26% <io (4,015) 671 "' Eo.n!pc (l) 

:~~ 
(161) (2451 

"'" 17 (l' ' 17; 
(81) (252) 16 12 
62 49 ISl 56 

196% "'' (519) 301 ... 
ria "' J()l 231 .ss,. 

Rn1Estlle (!!) (46$) (~$]9) (2,029) (1,4!5) (1,027) (17J JOB .u-;, ,. (4,m) 1,20& "'• 
-.a. (421 (8) (311 (llll JIB (2411 51 (41) rl• 12~. (4) 16 "'' Eoiopo ... ... "'' ..... rh ... "'' ;'ti~IBotub (42) (8) (ll) (81) )18 (W) 57 (47) ria n% (4) 16 ----;;;; 
~m:I'Af 86 (ll) (II) 15 112 !I Sl 107 -lO% -191' 298 126 ll6% 
Eaopc • II (11 16 
As;, l 5 0 1 

(l4) 
1~1 l8 16 

6 ! I ""' -I% (l) l5 rl• 
19% rio 10 0 rl• 

Eor:~Tr~llos:: 01 18 (17) 98 154 51 1IB Ill -J6% ...lOY. lOS '" 101% 

Anri= (14) (10) l39 2lo0 • (&l) •• (ISS) rio rl• ISO (lO!) rl• 
lloropc 6 )8 (121 32 

""' (S) l4 7 26 
(Ill) 

::~: (~) " (4] Ill "'' Ill% (1411 ill ... 
rio "' !~1! llll -tn·. 

FlDCorponk ('131 lZ JJJ 292 (1$6) (1461 18 (171) nla "'' (9) (:0.16) -'ill"/o 

______flxtdJ!I_tGMI:Sublo!al 128 I~IBZJ (3,11.1)~ "' 'Til "' m BOY. "'' (1.001) 1.409 ,. 

LEHMAN BROTHERS Capital Markets Section- Q3 2008 

Reconls 
Quorler F1l 
Amounl Quar1er Amount Vur 

602 QI'O! 871 2008 
356 Q3'07 .. , 2001 
90 [ll'07 Ill 2007 

962 Ql '01 1.m 20D7 
101 Ql'08 ll4 ZDOB 

60 Q1'08 160 ZDD7 .. QI'OI 119 2001 
218 91 ,., 392 2008 

1,180 QJ '08 1,816 2001 .. Q2'07 ., 2006 
10 Q2'01 149 2001 
84. !li'OI 124 2007 

117 Q2'01 )48 2007 .. , QI'OI 8S4 2001 

~0 QI'OS 116 lool 
l2 Ql '06 lO 2006 

m QI'OB 948 ~001 

481 Q4'01 422 2006 
26 Q4'06 GS 2006 
87 Ql '07 276 2001 

'" ~'07 668 2006 
6.11 QI'07 1 1~1 1006 

599 QZU6 1,809 21106 
ISS QHJ6 462 200& 
30 !l4'0& 70 2007 

119 Ql '05 1,754 zoos 

J68 Ql'l" 1,1194 200~ 

133 Ql'Ol 316 2007 
178 Ql'06 l85 2007 
611 Q.\ •a' 1,723 2006 

318 Ql'OI 148 2006 

318 Ql'OB 271 IOOJ 

172 Ql'08 198 2008 
21 Q4'07 ll 2007 

7 g1'08 10 2001 
154 Q2'01 JO! zo .. 

234 Ql'08 159 2008 

Jl Qli!B 
16 !l!'OS !4 2006 

I ill QJ'OB 

1.0)9 Ql'06 1,191 1006 
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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 

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

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

• HG: gains on short credit positions 

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

Municipal Bonds: 
Revenues of ($8 I )mm as Municipals underperformed treasuries 

Energy Trading: 
Second consecutive quarter of record client revenues 
Results reflect continued positive momentum of the franchise 
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Fixed Income Principal Revenues 

Cum:nt g,uu1cr Data Qu•nuTnnd it. 'I· ~ Months Ended A 'I• 

QJ '08 "'""" YTD YTD YTD'G8vs. 
Jun '08 Ju1 '08 Au• '08 ~ ~ Ql '08 04 '07 roo:D7 gz ·os lj!J '07 zoos 1007 

1\BXlllk' s (!I) JO .. "' ... (16) 1JJ 
AUXJ (9)) (l (100) (ll) lSW. ..... (lJIJ 
CDXX07 (51 (S) (S) 11 (I~) 44 S% ... I ,, 
O.,•"' (16) (16) "' ..... (16) 
DolooAri<o (l) 1 (l} "' ... (l) (Ill 
Fonl (I) (S) "' ... (l) 
c..er.::aiMotor. (69) (:19) (J) (111 IS (70) Ill) (10'1) "' 2% (166) (101) 

lledp • 9 "' ... • 
S.tY\PIIX Oali (amR~ rqmn:d' i1 fql "' ... 11 
'ScwrpapcrCDS I) •• .... lJ 
Tmn tAln Deli (I) (I) 4) (!7) (I) (II) "' ·18'-' (l) (12) 
lll"i\ii:iDft.CCI11111niabomlrr; {7) 11 "' "' • 
C..hCDO't (S) (l) "' "' (S) 

lll!Od.tGTS ~JD • l J ll ~~ ll 16 10 ... Jn~ !lSI 25 
GldatTrlclctSbatctJrs •FlD (lSI) (S9) (ll) (Ill (12) ~1) 15 ll "'' "" (l\1) •• 
f;'Jatal l"dPdPII Stn.k&kl (l) (4.3) (ll (7~ (160) (Ill) (J) (18) ·il% ·l..t'A ,,,., 

la:J 

rrl¥1111 E.qW~ - flO II (7) (106) (95) (149) (1) .Ji% ... (:W] 

A.ncl MIIUilt:ttxaf l~csia:Dtl ! (I) (ll)__Q!; _ill.!J (<1410) .U% ... {m) 

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

Global Trading Strategies: 
Q3 '08 Significant MTM and trading activity in the quarter: 

ABX Index ($100)mm 
Strategy: credit default swap indices linked to subprime RMBS securities- (long protection) 

General Motors ($111 )mm 
Strategy: umg 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 Manllgement Principal: 
Realized loss from sale of bond inventory from liquidated funds, as well as MTM on remaining positions 

LEHMAN BRarHERS Capital Markets Section - Q3 2008 
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Fixed Income Corporate Revenues 

Current Quarter Data Quarter Trend 4 'Vo 9 Months Ended 4% 
QJ 'OS venus YfD YTO YfO '08 vs. 

Jun'08 Jul '08 Aul! '08 03 '08 I Q2 '08 QI '08 04 '07 ~ Q2 '08 Q3 '07 2008 2007 YfD '07 

coo )) 23 ""' rl• ss 14 127% 
Day One Enbcddcd Ocriwi.ivos I I I 2 2 J l 4% .. 42% 3 13 -76% 
Ent<&YT<lldcs FlO 12 (I) II (3) - I (24) rJa n'a 8 (44) n/a 
Asia Voluotion (FlO) (7) rJ• r/o rJo 
FIDValuali:>n ~ 30 ()0) rJo n'a 33 rJo 
Crtdil Val.mliln Adj (234) 96 224 86 599 173 191 (2) -86% r/a 858 4 rJa 
O'IE Opli:>n Res<r."C - rJo n'a I n/o 
AJJ:lilo Rl>teSccurilicl; (3) (2) (1) (5) (B) (43) (30) - -84% n'e (81) ria 
0&111ll Resel'oe (31) rJo n'a n/a 
P~OolfJU:(FIDEur) - - 8 - rJa n'a n/o 
Corporou: FX (11) em (25) (54) (56) (41) (33) (10) ·l% 444% (lSI) (16) n/a 
JOB Bond - - (8 nla nla (JO) nla 
lBO PrD;jlal TlllllSIIcliom (FRL':~. c"'.) 18 (26) (58) (66) (167) (125) (13) (30) ·61% 117% (302) (39) ""' Structtml trod .. FlO 0 0 - 4 4 n/a -87% 0 12 ·96% 
CDS Trade 31 12 (I) 42 (12 84 (II) 88 n/a -S2% 126 92 37% 
Debt Vohmti:m 129 620 320 1,069 319 462 3S2 S97 235% 79% 1.850 582 218% 
Other (prVmrily Net ilu:reSI) 13 !00 39 153 (173) 134 (75) . (61) nla nla SJ 204 -74% 

FIDOtller (45) 783 499 ~ SJS 674 329 sao Ill 'Yo 11)% 2,446 809 -zow. 

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

• Debt Valuation: 
• Gain of $1.1 bn 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. 
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SALES CREDITS 
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Equities Institutional Secondary Client Revenues 

(Smm) 

Global Institutional Secondary Client revenues of S7Simm are down 22% or S21~mm QJ '08 compared 10 Q2 
'08. 

Americas down SS9mm or IS% overoll versus Q2 '08 

Americas Liquid Markets down 4% · Cosh & Pro~nu down 2% directly imp:>etcd by volumes 

Flow Volatility (down 10'/o) liS client hcdgins octivity vio Flow OTC options slowed 

;,. Europe down Sl30mm or 30% oven~ II versus Q2 '08- Seasonal Structllred Azbimogc attributing 10 
S 1 OOmm less 

E>ecution Services down 19% ·Cash market volumes down SO'/o rcOcctcd in client activity 

Volatility down LO-Ve~ noise arouqd LB's :;:tmtll!gies s,e:e re:;s activity ifl Delm I &. Flow OTC Option$ 

~ Asia down S2Smm or 17% overall versus Q2 '08 

Execution Scl"'lices do)"ll 19% drivtn by decreased volumes; Prol:"'ms down 21% client risk oppctiu: 
low 

Volwlility continues tG suffer as clients hedging acllviry in OTC Options dec: reuse- Flow Vol down 
50% 

> Prime Services Q3 '08 downS l40mm or 39% vs. Q2 '08 driven by end of seasonal StnJctured Arbltr::~.gc 

Equity Financing down SO% due to end of Seti$Cnal Strucnucd Arbitrage (QJ S2Bmm v$. Q2 S 128mm) 

Balances h&Ye decn:ased significontly directly impacting Synthetic Prime Broken~go (down S 12mm) 

;,. The top thn:e client segmen\S in Q3'08 are lled&e Funds (43%), Money MM~gcrs (26%) ond Bonks (11%) 

Qlllols seen less aclivtty by IJcdge Funds and a 6% in~c in :Jctivity by Money MBn::~gcn; 

40.8 41.6 
48.1 ll.l 
7.2 6.6 12.4 

199.7 l07.il l76.Z 

~7.3 69.4 82.8 
}8.9 41.9 61.4 
32.7 47.9 46.3 

Jl8.9 159.Z 190.4 
37.9 4&.8 41.7 
11.0 IJ.S 12.4 

As 48.9 6U 54.1 

lll <8.9 19.7 

'"-' 16S.7 287.5 

l!!!!.!s gwu ~ 

GLOPAA"(l(EAS """"""" 
HE..""D~~ LANI>DE.YELDPME.'IIT C«p'Pt:BJiall 

FIDEUTY !I.IODC)').I.aaiCf 

~CCAPlTAL Hale<•""' 
IWISC\HIA.~AC£.\!00 Hall' F .... 

)IIIIJ.f.."'NIUM PAR.Th'ERS Hal,< ..... 

110El AS~ MOMT tar'Jl"m~>iaa 

BAACUVSCI.OB-'I.CAI'ITAL .\!_,..,.,.. 

~OOUCAI'rTAL H .... I""' 

10 QUANnABOOITAL 

~~ ~ 

HENDERSON l.A."(D Dt"VILOf'MerT C"CltJII?=itta 

t.ta...1.£:l:llnJM P.U.ni.ER.S llo!lCFIIIII 

Ill CJJIIT Al MANAGD{E'n" HcdttiUd 

BA.."C::I'OPI.,UJ.S?AI:'I BW.• 

1PNOilCANPR.lVA1!.BA.~K. aw.. 

m~Jm;:ITmm!!ilt~m~m~i11fH!l~Hll!l!it!!il':~~m~{~rmuJ:i:l:l~i:~!:;~!;::::::r,~;~H-~~~~ 
I 

l!!!!.!s~ ~ 

GC>If lfa!rtf&llld. 

CI.G.ARTIIERS He!atflllld 

DZIJA.\!X ...... 
Dl::l1TSCHE ASSET M(NT !UP.orE """"'""""' ...... 

IS.O 6.9 

11-4 1),7 

11.4 10.2 

11.0 l~J 

10.8 M 

10.8 1!.3 

10.8 1J.2 

9.0 Ill 

1.0 

l7 11.7 

•-$ 

Q3'0S 

219.2 3S9.9 lll.l --niT" --mT ----m:;-
(13.51 (16.6) !SD.7) 26% JoiO~EY !t.WlAOER 191.7 1~5.5 149.7 

75l.O 965.1 1,062.5 1 1,~ BA."lii.S 78.7 162.0 1~.6 

10% C'ORP1PDI'SIJN 77.S U.7 73.9 
w. tlSL"'kA.IrrriQ;COMPANV ll.l 47.9 41.S 

Jl0.7 )89.~ 4Jl.4 2'1. BllDKERIDEALER 16.) 11.4 32J 
)01.6 

ill:.!. 
751.3 

LEHMAN BROTHERS Capital Markets Section- Q3 2008 19 

9/ll/2008 2;09 PM 



0 
0 z ., 
a m 
z 
-1 
j;; 
I'"' 
-1 
:;u 
m 
~ 
:s: 
m z 
-1 
:;u 
m 
0 
c 
m 
(/) 
-1 
m 
0 
Ill 
-< 
r m 
:::r: 
s 
:t> z 
Ill 
:;u 
0 
-1 
:::r: 
m 
:;u 
(/) 

:::r: 
0 
r 
0 
z 
G) 
(/) 

z 
0 

r 
Ill 
:::r: I; 
m 
0 
0 ....., 

~ 
10 

2 
1\) 
...... 
C1l 
0 

,. 
plgrovps\Onlfinonc;c\finaooial Controi\Mangcmtn1 Rcponing\Rcvenvc Annlysis\REVENUE REPORTINGIGrcen~·-"'" ·'08\QJ\Capi1nl Mkt.s\QJ. CM.pp1· crenncr. 9/1112008 2;10;59 PM 

I 

I 

FID Institutional Secondary Client Revenues 

tl iflltlltl) 

• f10 il\5tiruriomt1 s,o;ond11ry ~:lic:m RVCJuc for Q3 'OS isS\,USmD\ down S271mm or 17% "'· QZ '08 & downSI29mmor9% "A. 

Ql '()7 

+ OJ '01 VJ• Ol '08i 

Fta:ord qutlnd' in.Commoditia. up Sl6mm. or ll%, driven by !argc Na1 Ou and Oil sw~;IUI"':d deDls, tlon& with coruinucd 
growth 0( 1bc bwiAcss 

Cmlitls down Sl2mmor J7't., du.e roslowdawn.in High Orude llftd High Yield activity 

- HG down S49mm or 22~1. fgllowini a l"'.'';ord Q2. HY down 542mm or 30%~ bath driven by slgniliaml vohJmc dcac4S.:: 

al\d lack of liquidity within Lhc m~~.rlo:ea 

... COOs up .S7mm ar 6~~. COO up s;li&htl)' drivm by '-I:Vmll one time bespoke&. sb'\Jctured cru~C1ions ln Europe&: l.Atam 

RDit:S down Sll2mm or 2S'Ya. dri\'eft by c!cdine in us ~ps lind global oplioru AS the number orl&fle onc:·timc ~n.VIetion.t 
dcacasa along wilh clir:m rUk :app~hc 

S~tiud prod\lcu down S4'7mm or IH% following a record Q2; driven by prime bauineu, slowdo'alotl ;n number orlort::c 
ane·Um.: rranJ4rtioru~ ar.d ADS dcriw,ives wha'c ABX VdiUmcS ar.: down •lmost 5CJ-/, 
Foreip E.l.~;hlllSC down SJSnun or 21%, driven by slowdown in IJ(ltion tniN4C'Iians 

• 01 •gs ...,. o2•os· 
Commodiric:s Up S76mm or 116,_,., drivC'O by ifQWih in lhc business and l11rgc strudum:l m:asar:Uans 

Cf'(dil Ls down $ill4mm w42.~•i Ql~7 ra::crd for KY andbu.sindS imp~ncd by dC!I:ftt.kd vorumoandovcnll nw~.rke1 
conams 

R.ot~ down SlOhnm or %9%, Jigniricant d'eqcuc in deriwtivc &ngc cnc·li'mc tnlnso~u;tions 

TOTAL SALES (Q over Ql Vo.rlaDee o/o 
Produd; Ql'08 gl'08 Q3 '07 vs. Ql '08 . . ""· Ql '07 

Globnl Rn~s 2S4.0 330.0 349.5 ·23% -27% 

FX 130.6 ~ 139.9 .~ll%' -1% 
Liquid Mkts; 184.6 495.4 489.3 ·~zi"· · -21% 

High Grode 179.4 I :1.22.71 203.6 :19% -12% 
High Yield 100.0 140.1 I · · .. l<>~:9 :1 -29% -41% 

coo 128.7 ~ _ill:! go/. -.!!!% 
Credil Pro duels: 408.0 481.4 SJS.B ·16% ·:ZI% 

Securitized Products 215.3 I 266.61 199.4 -19% 8% 
Prime Services 102.4 IJ6.S 136.0 ·ZS% ·ZS% 
Municipnl$ 19.7 I 31.21 25.3 -37% -22% 
Reo! Eslate 19.6 30.8 23.3 -36% -16% 
Commoditic~ ).!'::!':?·:: 1'42."41 116.3 6S.6 2i% 117% 

FlO Corp I Olhcr ~9.7) __!_!2.!) ~ .goy• -84% 

Tofa/FID: 1,282.3 1.541.4 1.19-1.0 -11% -8" 
fimiCopi~nl 2.9 ___ 14_._6 ~ -~% -~% 

Total 1,285.1 1,555.9 1,414.0 -17% -9% 

&lWmi 
Americas 867.7 I.OS6.3 974.9 ·18% ~II% 

Evropc .324 . .3 360.0 327 . .5 ·IO% -J% 

A sin 93.0 ~ ___!.lll -~o/o -11% 
Total 1,285.1 1,555.9 1,414.0 -17% -9% 

R~t:ord OLiat:t~J:'L_~hl'iJ 

Top CUcnl.s (Inslilutlona\ Secondary Production) 

TOTALSALFS VARIANCE 

.B!.Qk A«ll!Ull QJ '08 Q~ '08 QJ '07 "· Q1'08 ... Ql '07 
--; ----;:9 --1.-1 --n:o---ru Cbesapca.kc Energy O~OR"D 

1-brbcn. Fund Advisors. Inc. 

EI:Juposl Cil>up Uc 
piSJu .. p;:,c;\fic IAVSITtl M'gnt Callfomia 

Ulln l!ncq;y.Uc 
Bbva &nco Ptovinci:ll Veaezueb 

Moen: O:LpiU:IIM1magcm:ntlhiJ 

WcslcmAiiScl Mu:.,t:m::nt Co 

Blackruck FinMtcgl Managem:n.E 

30.8 

25.9 
25.1 

23.7 

20.7 
1].8 

ll.7 
1].5 

.26.~ 

lll 
17.8 

0.1 

lll 

111.9 
17.0 

8.6 ].9 ll.2 
1.5 Ui 24.S 

20.4 7.3 4.6 

I~J. lJ,7 H.S 
0,0 :1!1.6 20.6 

21.6 (18.2) (7.8) 

17.2 (l.l) tl.$1 
17.7 {lJ) (4.3), 

10 AbnAnn&nkNv 12.7 0.6 0.~ 12.1 12.3 

tt• Grunth • Q3 'OM '" Q2 'OX) • 

TOTAL SALES VARIANCE 

B.!.IUI OWWII Q3 '08 Ql '08 QJ '07 '"· QI'OB ",QJ '07 
I O!eJapeili Energy Okbhorm ~--7-.9----1.1-~----m' 

Lillo EnOf!iy.lJ< 23.7 15.2 2).7 IU 

Bbvn &nco ~ville: WI Vcnc::zu.eta 20.7 0.1 D.O 20.6 20.6 
AboAmaS..kNv 12.7 0.6 o.s 12.1 IZ.l 

NiUiQn~l City &ok 10,9 1.7 l.l 9J 9.6 
• 6a~~d on ciJefll$ with ~nve In htHh FY 1007 & FY 2008 

TOT,\l.SALFS VARIANCE 

.B.ao.k AW!I.III ~~~~~ 
Monr<OipiloiMIIIIogcarniUso ll,H 32.1 21.6 (18.2) (1.11): 

.Mi:aJboO>!pora<oll>•kUk H 20.2 3.1 (17.6) (0.4): 

Baklhil< Ha1howoy Nobruko 1.6 IU 7.6 (I!J) (6.0) 
&nkOfTakya-Mi<sub~hiUq 2.3 12.8 4.8 (IDJ) (2.4) 

PLHn~m rnvcnm=nt Ma~~a~en-cnt Uc 12.1 ll.J 16.4 (10.3) C4.3 
• ha1~J "" cfitnll wilh l't!'~ue In /loth FY 1007 & FY 1008 

•.t. or TOTAL SI\U'S VARIANCE 

.Q3.!U "lbiiiWil' Q.I'08 Q2 '08 Ql '07 w. Q2 '08 "· Q3 '07 
21% Kedge: Fund ~"""'44iT~~~) 
21% Money Man3ger l15.S !29.] 2110.7 (~lJ) (IS. I) 
D% Bank 2'14.9 ns.• 2'19.4 (40.$) (4.5) 
13% CorpfPmstoa 167.4 ISS.l llU 9J 48.9 
6'~ lnur.ancc 79.6 12.2.9 74.1 (43.3) 5.5 
S'/o Dn>kcdDco!or 61.2 ti~B 76,8 (:ll.6) (IS,(i) 
J% O:weo~DJ 40.4 IW.l \10,7 (28.9) (50.3), 

"' Olber 18.9 16.9 9.2 2.0 9.7 

9/JJnoos 2:09PM 
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Mark to Market Adjustments by Asset Class 

Q3 '08 Q2 '08 Q1'08 

$billions Gross Net Gross Net Gross Net 

Resi<;iential Mortgage-Related Positions ($5.3) ($4.9) ($2.4) ($2.0) ($3.0) ($0.8) 

Other Asset-Backed (Non Resi) Related Positions (0.6) (0.5) (0.4) (0.4) (0.2) (0.1) 

Commercial Mortgage and RE Related Positions (1.7) (1.6) (0.9) (1.3) (1.4) (1.0) 

Acquisition Finance Facilities (0.2) (0.0) (0.3) (0.4) (0.7) (0.5) 

Subtotal (7.8) (7.0) (4.0) (4.1) (5.3) (2.4) 

Valuation ofDebt Liabilities 1.4 1.4 0.4 0.4 0.6 0.6 

Total ($6.4) ($5.6) ($3.6) ($3.7) ($4.7) ($1.8) 

LEHMAN BROTHERS Capital Markets Section - Q3 2008 

YID'08 -
Gross Net 

($10.7) ($7.7) 

(1.2) (1.0) 

(4.0) (3.9) 

(1.2) (0.9) 

(17.1) (13.5) 

2.4 2.4 -
($14.7) ($11.1) 

9/1112008 2:09 PM 
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Firm Write Down Summary 

FIRM WRITEDOWN SUMMARY as of August 29, 2008 

Resklentia I Mortgages 
US Prime I Non Prime 
US Derivatives 
ABS COO 
Europe 
Asia 

OTHERABS 
Securitized Products 
capital Crossing 
coo 
Leveraged loans 
VFN 

Glvernment/ Agencies 
Rates Americas 
Equities 

Real Estate 
Mortgage Inventory 
US CMBS Held for Sale 
Corporate Debt 
Corporate Equity 

CA F Portfolio 1000/o view 
CAf us 
CAF Europe 

·~~~~rq~~~ 
tN>'~t:::r1,.~z:r11 
;i:{~:~i:!:i;m~~~ill!l 
;'!(:~68)·"'<!ds.'.t;l.ill .1 •.••... -!1, .... 11',•·•·1 
,;:(250} /• '@.44)1;. 
~~!,~;·o~;:;l .. ~: -1:~1d.:i'l'll 
,.~-~~·Foi!il. · · •P:i ~~~~·I •ll::(:!'o::.•::.; ;: f!) 1-;li 

1!;(~~~1 ! 1:P(~.~~ll 
ii:(25~J:·::: :~2?.~!:1 
:~~l!l;S). ,;:'. (~~~:!! 

!\'·iii!:!:i:;i,;:!i!!;tl!l!~ 

,l'';i,[::::;:[.l.:::.:li!i:ill' 

:ll~4):': (1i~) ,.t •. ,, ···.•·· l''•j 
!:Rf.?) •: • r~~~~) 
':/'f.~PL: J~.W~! :x2.'J.•·, :,c2~d~ 
!~:e~~ >:xft~~~~ 

(103) (7) 
(103) (25) 

0 0 
0 0 
0 19 
0 0 

D 0 
0 

(91) (22) 
(BJ) (14) 
(16) (16} 
1 7 
0 0 

(73) 4 
{33} 24 
(40) (20) 

Investment Management (!MD) ~~~·~t,W,'I!jllj'~n.!~;! ;;,<-3~1) .. •:<3:!-'~~:i [I]o 
Residential 1 t':4.l W-1~,1· fl 1~fi~1:J.di :(JU},. ;(-l-!'1)) 0 0 
Commerdal li rl1a1illillni'!!l/pj, :i ·' 0 ''-: :·o :'!;q 0 0 

11111111111 '1•1 h ti':J•I'•,:•!, .. ···:· .. , • . :. ,; .::!·• • 11/itu,t .,,1.1. . .••. •. . •. , 

(1,972) (1,978) 
(1,584) (1,565) 

0 (15) 
(16) (57) 

(313) (341) 
0 0 

(74) (51) 
(7~) (52) 
0 0 
0 0 
(0) 2 
0 0 

(104) (104) 
(1~) (I~) 

0 0 

(431} (418} 
(.Z~) (209) 
(204) (204) 

(5) (S) 
0 0 

(47) (17) 
(28) (6) 
(19) (J2) 

(10) (10) 
(JO} (10) 
0 0 

(2,307) 
{1,499) 

0 
(70) 

(104) 
(34) 

(416) 
(209) 
(84) 
(38) 
(42) 
(43) 

(128) 
(117) 
(II) 

(395) 
(191) 
(84) 
(38) 
(39) 
(43) 

{128) 
(117) 
(ll) 

(1,166) (1,145) 
(405} (384) 
(629) (629) 
(32) (~2) 

(100) (100) 

L___ ____ - ----

(40) 
(10} 
(30) 

(90) 
(31) 
(53) 

(90) 
(37) 
(53) 

9/~/~00S 14:46 

1Pl822}':::;;::rcs22)1l· 
!:!i!ff,~?.i~l;:i:~' :·q.~~:!:! 
.lo~ 1 -(s;V ,.,., <·'•.(53)-,,., 
f1f:t!!f;i~:·~:~; ::::\ ~(: ::; 'i: f; il; 

[Piiiidpal Investing CPl) I o o I I o o I I o o I I o o I I o o I r· o o I I o o I 

Ja-edit Spread P&L on LBl debt I 617 617 I I 442 442 I I 172 172 I LB27 827 I I 427 427 I !1,426 1,426 II 2.485 2,485 I 

(FIRM! DiSCloSure: i" .::nm:::!iiilli\l!ill!!!i!i!l H4l'689ll'f1~·863)1 I<Ji492l· (3;63nl I,!(Sll9)ii:{;ZZ6l'l H1\812)i:(pstll I Clj719l:H:(acc>.46I:H ['{6i339lW(Si&:Z:Z)f H14l521): (11il:23ll 

1 CAF Portfolio mll!l!n Applebee's, UM and Hilton 

911112008 2:09 PM 
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Summary Disclosures 

...... , -..... -... --······-·:~ ,.,,.'tlll"'"):tU.I'IOI IVOIIIWVII""UI IIIU'IItfUtiiV III'I'UIIIlVOI 

Balances as of July- May Balances as of 
29-Aug~B Q2'20DB Q1'2008 Variance In billions 29-Aua~B Q2'2008 

Residential mortgages: Prime and Alt-A $4.3 $8.6 
Seeurili8li $9.3 $15.0 $18.2 (55.7) Europe $7.6 9.3 
Whole loans $6.3 $8.3 $11.9 (S2.0) Subprime/Second Uen $1.5 2.8 
se,;cing and other $1.7 $1.6 $1.7 $0.1 ABS.COO $0.5 0.6 

$17.3 $24.9 $31.8 (S7.6) Asia-Pacific $0.5 0.7 
Olheru.s. $1.2 1.3 

Other ASS (""""esld11111/al) $4.8 S6.5 ~.5 (S1.7) Sel\lc/ng S1.7 1.6 
$17.3 $24.9 

Commercial mortgages: 
Whole loans $15.5 $19.9 $24.9 ($4.4) Commercial mortgage Inventory 
Securities and olher $8.5 $9.5 $11.2 ($1.0) In billions 29-Aug~S Q2'200B 

$24.0 $29.4 $36.1 (S5.4) America $11.0 $13.5 
Europe $6.0 $7.8 

Real esta1o lnlo9stments ' $8.7 $10.4 $12.9 (S1.7) Asia·Pacilic $7.0 $8.1 
$24.0 $29.4 

Acquisition Finance Facilities: 
High Grado Subprlme mortgage Inventory 
Contlngenl Commitments $0.7 $1.7 $7.2 (S1.0) In btlllcns 29-Aug-08 Q2'2008 
UM!nded Commilments $1.9 $1.1 $0.8 so.a Whole l.o;ms $0.6 $1.1 
Funded Loans $0.7 $3.7 $2.9 (S3.0) Securities 0.9 1.7 

$3.3 $6.4 $10,9 ($3.1) SeNcing & Other 0.0 0.0 
High Yield $1.5 $2.8 
Contingenl Commitments $0.4 $0.4 $3.7 (SO.O) 
Unfunded Commitments $1.8 $2.1 S2.2 (S0.3) 
Funded Loans $4.9 $9.0 $11.9 ($4.1) 

High ylald lnstrumenls 
$7.1 $11,6 $17.8 ($4.5) I lin billions 29-Aug-08 Q2'2008 
$10.4 $18.0 S2B.7 (S7.6) II High yield instrumenls S20.0 $23.9 

1} RI!HS lncludN 11110 

LEHMAN BROTHERS Capital Markets Section - Q3 2008 

July- May 
Q1'2008 Varlanee 
$12.9 (4.2) 
9.5 (1.7) 
4.0 (1.3) 
0.9 (0.1) 
0.7 (0.2) 
2.1 (0.1) 
1.7 0.1 

$31.8 ($7.6) 

Qt'2008 Variance 
$17.4 (2.5) 
10.0 (1.8) 

8.7 (1.1) 
$39.1 ($6.4) 

01'2008 Variance 
$1.3 (0.5) 
2.7 (0.8) 
0.0 (0.0) 
$4.0 ($1.3) 

Q1'2008 Vartan'e I 
30.9 (3.9) I 

9/1112008 2:09 PM 
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Mortgage Disclosure Detail by BPM 

Residential us us USs.\D US SPCDO Total US Sub-Total Sub· Total TotaiSP Total Total Total Tolol 
Ptlrn• Sub.P~""' RM SPRoll SPEUR SP ASIA Rosl IMD RoaiE81alll MCD Munll 

'tlholo roa.na 1,207 618 ~95 2,719 3,116 483 6,318 15 5 

S.c1.1rltJes 2.8~0 913 258 490 4,530 4,5411 0 9,070 54 ,, 
SoNiclng Rlg~ls 1,640 20 7 1,667 1,667 

Othor 

Raol Sub·To!al 5,718 1.551 1,160 490 U16 7,6:;1; 483 17,055 $4 15 15 

Commercial . I Tot.JIIUS SP EUR SP ASIA TotaiSP 
SPCMBS CMSS cMes CMBS 

wtlolo roans 42 42 15.443 7 

Socuritloa 1 1 83 8,412 

Sorvlclng Rlghta 

Other 

Commen:lal Sub-Total 1 42 43 83 23,855 . 7 

Other Asset Backed OlhorUS Non Tolal US SPEUR SPASIA Total SP Prime High Yield coo 
SPAeS Ratl Mortg. ASSOthar ABSOihor ABSOtller AilS Olhor Servrces 

Whalelgans 0 1,865 1,865 1,865 

Seto:uriUn 1.186 202 1,388 208 1,S9$ 228 1S3 822 

Sorvlclng Rights 29 29 29 

othar . (621 

Other AilS Sub-Tolal 1.186 1.096 3,282 2~ 3,4SO 228 111J 760 

LEHMAN BROTHERS Capital Markets Section - Q3 2008 

Totol Total Total 

RIIOI GTS 

5,33! 

85 64 9,284 

1,667 

85 64 17,2B9 

Total 
Comm. 

15,492 

8,496 

. 2;1,987 

Rltoa GTSIGOG Total : 
OlhorABS: 

1,165 

14 ... 2,1191 

29 

(62) 

14 1~ 4,622 

9/11/2008 2;09 PM 
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Securitized Products Balance Sheet 

(lo tnllllona) us us us us us OlharUS Total US Rtal us Agonoy Total US lion 1 Sub-Total 
Prtmo 2nd Uan Sut>-Prlmo Hon-Prlmo S&D/RM ABS NonAgoncy Re:&rdonUal Ro•ldontlol ll!ISIM...tg, SPUS 

Whole loan• 1,267 497 1~0 619 895 0 ~.719 2,719 1,804 4,523 
OrfglnaUon Wl Inventory - 61 61 

SecurlUes 2,616 4 207 Z11 Z02 z.4~ ~417 ,,417 IB4 .$,61! 

IG RtLaiMd lnteresl!i 1,576 0 170 170 70 449 2.264 2.264 116 2,38D 
FA$140/G (221} (198} (198} - (23) {441} {82) (523/ 
ltgsnted (123} {2) (2/ - {302) {427) - {4271 
Not IG Rotolnad lnlii'Oif I,ZJZ 0 (30) (30) 70 125 1,:196 33 1,430 

NIG Ret.alned Interest! 131 4 16 20 8 780 939 939 67 1,0D5 
FASI40N/G (15} (2) (2) {6} (24) (4/ (28) 
AQQIIled (10} (D) {I) {2/ {0} (119) {731/ (0} {7311 
Not NIG Rom/nad tntaniJt 1011 J 13 1e 2 61 164 63 241 

Other Trndecf Sec:uriTJes SID 0 21 21 124 1,129 2.284 2.284 I 2,285 
IG 680 0 16 16 124 898 1.718 !,718 {0} 1,718 
NIG 229 0 s 5 0 455 690 690 1 691 

Rctllduala 162 0 0 0 39 201 201 27 228 
FAS140Ro51rl (1} {0} {0} (0) (G} {13} {13} {01 {131 
Agoolod {12} - {0} (0) (OJ (12) {12} (0} (12) 
Net Rotlilner:llnt~rvsf 143 0 0 0 33 116 175 'Z7 203 

Traded llooldualoiAgontod 16 4 4 0 20 20 0 20 

Grcu.up 6,202 1,223 1,2Z3 490 7,914 7,314 696 8,610 
FA5140 Dorlvtlliwl$ &,tn 1,037 1.037 490 7,704 7,704 696 8,400 
FA$140 Ropuo:llo&o Option 185 185 185 165 - 185 
Non Potfotmtl9 LDlln5 25 25 25 25 
FIN46Gros.s-Up 

Sorvlclng Rights 1,640 2 18 20 7 1,667 1,667 29 1,696 

Othor - -
Tot.al Mongago tnvoniDry IGAAP n,s.u 503 1,572 2,076 1,633 2,458 18,008 16.C08 2,800 20,80i 

Tota lloal Estato Ownod IREO 36 27 27 81 145 145 . 145 

Pass Thru's -
MBS Pools 261 237 498 4,&:14 5,332 5,332 

~gancyCMO 129 32 160 4,393 4.553 4,553 
Men Issued 0 1 1 33 34 34 
AgoneyCMO'a 129 - - - 32 161 4,~6 4,587 4,587 

Troasur.lcs 26 . 4S 72 177 249 249 

ToLal Govt & Agont:les lmt.qntory IGAAI 416 237 78 731 9,437 10,11;7 10.167 

Tot.al Corporalo Dabland Othor {GAAP 1,389 1,318 1,319 - 1,388 

T~tal Corponala EquiUol {GAAP - 0 0 10 10 10 - 10 

Other GAAP Llno Items 1,262 37 37 5,503 6,823 13 6,836 97 6,922 

Total Socunuua Producto 13~6 SG3 ,63 Z,140 1,951 9.438 27,105 ~.4SG 36,555 2,887 39.442 

LEHMAN BROTHERS Capital Markets Section- Q3 2008 

Sub-Total Sub-Total Totil 
SPEUR SPASIA SP 

3,116 525 8,164 
61 

4,SZ7 p 10.119 

289 2.669 
(523)1 . (427), 

2Bll 1,719 

3D 1,D36 
(28) 

(731} 
30 2n 

4,208 D 6,494 
4,138 

5.8581 70 0 762 

220 449 
{13) 
(12) 

203 

20' 

1,478 10,0881 
1,274 9,674 

185 
25 

204 204 

1,696 

-
9,341 525 30.676 

145 I 

5,33Z 

- 4.553 
34 

4,587 

249 

- - 10,167 I 

203 876 2,467 

116 5 130 

,35 1S 7,473 

10,195 1.421 51,1158 
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Securitized Products Resi Exposure by Asset Class 

(lnmUQGniJ us us us us : us Tot&! US Sub-Tat.at Sub-Tat&l Totll us Non-Roll EUR ,_ 
8~o~b.pr1mt Jnd Uan SlD CDO RalldMUll ~PtUR SPASIA R.ollelon\IDI &BF ~· 

!;D Oth•rABS Non-Roll 
ASSETS 

~O(tiOIAI 1,%07 120 497 2S5 f39 2,119 3,1f6 UJ 6,318 705 610 :Sol9 

Socurtllos 2.6il t04 4 154 85 490 4.31l9 4,319 0 1.628 175 1.1&8 2118 

..... 1.6~~ 185 0 135 ~ 2,024 3,782 5.787 51 3BD 23 ... 320 324 0 5 40 10 6U 214 9H 5 5Q 37 

A 187 203 3 24 10 427 112 540 18 42 46 

888 112 93 3 ~ 212 159 D 371 40 33 73 .. 88 48 2 5 367 $10 27 537 32 170 16 

• 39 13 0 I 31 u 3 07 28 .. 
C0:6kc,.. &4 35 ' 2 .. 148 146 31~ 

•• 184 4 18 206 42 248 1 lOS 14 

RHJdtrals 177 • Q • n 221 220 442 27 -
Soi'Yidng FUghiS 1,840 10 2 7 1,15«17 1,687 29 -
Olh•r 

Tobll C.nh Poslllons 5,715 1,047 503 oU1 739 490 8,91& 7,~& .. 3 u,ou ns &10 541 1,186 201 

HEDGES' 

ABXTot&l (D) .... (36} :1>0 250 (JI} 

ABCDS Tot~l (!191 (1,102) (211} (1,441) (1,441) (l'l 

Slngla IUmo TRS ToLal ... lit 015 ... 
SonciiMio• TIU ToW 1357) D (357) (311) (1601 

CDS on CDO Tot&! (IOl) • (lOll C1D2) 

AQX ·COS en C:CAAA {147) {1<7) {107) 
M 0 0 0 

" {l) (l) (3 
BBB (30} (:10) {l.W) {2.55< 
•• &Below 

ABX•CDS on C:OOTo\111 (180) {Ill) (l,SlA) (2,704) 

CM.BX Toll! {01 (180) (In) (119) (120) 

Bond' tn«o• rRStCM'S.S tour (Jif) 

Corp CDS • Slngl~ Name Tolal (IGI) (1,3110) (130} (1,511) (I.SG1) (lOll 

Corp CDS. C:DXI1AAA 
M 
A (BOG! {741) (USS) (\,555) (106) 
BBB (50<) (16\) (66S} (665) (00} 
GD&E»tor.w (&DO} (6(0} (600) 

c;orp COS ·CDXIII.rlaTrNI {1.310} (1,5111 , ..... , (1,120) (157) 

GJRihoiJc: Lo"' To\11 61'1 t,D57 ·-~ 
2,23' 

Totlltted;N u .. un 215 3,771 ..... . ... m 

HeT EXPOSURE 4,448 (1,240) 503 oUt 131 274 5,146 4,821 .. l ... .,. 111 610 549 1,185 208 

LEHMAN BROTHERS Capital Markets Section - Q3 2008 

Talll .... o&~~~Rnl 
CMiS Non·Ro•l loHon-RNI 

4Z 1,107 1,225 

1 1,~0 1D,1U 

435 6.222 
IQZ 1,018 

1 107 647 
146 518 

0 217 754 
123 210 
315 461 
124 3n 

27 469 

2!1 1,696 

4l l.5ll 20,5Ba 

(:II} 212 

(7} (1,447)i 

"'I (&&I} 

(1121 

(101)1 

,~,1 
(2,~,1 
(2,704) 

(120) (301} 

(Jif Clllf 

{lOll (1,GH) 

0 
0 

(106) (1,!.&1) 
{501 {715} 

{61)()) 
(157) (Z,IT7) 

2.3)1 

1,4U 

4Jl_ 2,715_1_ 13,155J 
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Other ABS Exposures 
----

AU2UII lOih Ntl Au~el 
Anel Desc:ri~tion Balanc:r Sheer Ql'2008 Variance BPM l<V<I 0 Balantt Sheet Q2'2008 Varlantt Rotlns 
UM+Domjnru 77 lZI- (1441 A 
AEel•bcos 237 1,020 mn GOG 10 6 4 A· 
F,on~ldre JU /,U/ cUJiJ GPS 0 0 0 /H 
Mo.nubcl\lrcd llaulin& 382 440 (51) OTS 128 151 (>It) M· 
AUIO l.Cian 8Qncls 95 130 (35) Prllltiplll/m•at/ng /J8 161 (JS) AA 

Crcdil Card Bonds 2') 226 119~1 M+ 
Airtraf\ RC:~;civnblc Bond.s 110 117 (1) coo 834 1,0]4 (lQOJ AM 
S1rucn:rcd Senkmma 0 &1 (1171 lllghYield 193 0 191 BBB 
loiYrang: 87 0 81 OlollolrGICi 0 14 1141 BBB-
CLO/CBO 73 348 (21~1 Scanilizcd Products 3,281 .1,2!14 t1J.H~l 1mB± 
ABCP 76 76 (tl) Fired Income 4,JOI 6,JJ2 (l.OJJ) Jnvutmtnt Gratk 

Srudcnr J..a:~ns 4 7 (J} 
C.l:lllrophc Bond ll 0 13 A:isc:\MD.nlligl:'llta'tl 0 5 (5) e 
Qth ... ) 19 p51 l'riv:t,. Eqoi1y 0 lS (35) e. 
OtherABS 1,186 1,&91 (1.<11~) ln~st•enJ A/Qnllgt~r~enl 0 JO (JO) B• 

0 BB 
SIUdm1L..omlS 549 402 141 Prime Scnicc;:s :ua 0 128 BB-
Sm:dl B~ncss Fin;mcins. 936 1,561 (62~) se• 
COeiu.l Crassil'!.§: 610 640 IJO) G.AAP ctl,jrulmcnl 16)) (61) 0 c 
Nolii·R~d 1,096 1,603 (SOR) EmTJpc 208 0 208 c. 
SecM.riti:;ed Prvducts 3,281 5,294 (l,lill) C+ 

0 To!AI AilS Oihtr M21 6,41J I),MIJ cc 
IIY;It Yit:ltl 193 0 193 cc. 
CDO'• • CLO/CBO 834 1,034 (:OOI Ql ADS Other T&rt" J,OOO (821} CCt 
Clolu:l RDt~r .CLO 0 14 (14) CCC 

t\ugusl .Z01b Net ccc-
GTS·CUJ 138 163 (25) Collalm.l Type Balance Sh.,.l Q2'200S Varllnoe 
1~10-CLO 0 5 (5J AeCP 76 76 (0) CCC+ 
PE-CLO 0 35 p~ Auto Loans 95 130 (35) 0 
Asset ltftmr:~gcmcnf 0 40 HD) Credit Cards 29 226 (198) OD+ 

Fntnchl.a 504 1,241 (737) ODD 
PrimcSc:rvia:s 228 D 228 MH 382 440 (57) I2Illl!. 

NIM 0 7 (?) Nt~n-ln~s/mml Cr.tll! 

GMP.fdjostm<nl ~~~~ 16~) 0 Olher Z7 ~1 (495) 

EIINJP" lOB 0 lOB Alrtlan 110 117 (7) NR 
lns1.1rance 87 0 87 

JuJy ABS Other 4,8ll M83 11.6611 SBA NJm 82 57 25 'rot•l~u.riLits 

SBA Residual 24 31 (7) 
SBASea~rity B4 428 (333) SeNidog Rights 
Servicing Rlghls 29 31 (3) Residual 
Slructured Selllemenrs 0 87 (87) WL 
Consumer loans 171 0 177 W1tole Loan &: Othtr 

SIU<Ieol LOaos 21 7 14 
Whole Loans 1,865 1,935 (70) Sub Tot1l 
CLO/CBO 1,281 1,211 70 
GAAP Atfl.ustmrnt 161) f'W 0 
Tollll ABS Other 4,811 6,48J (I,Ml) GMP Adjuslllf<nl 

Total ABS Other 

LEHMAN BROTHERS Capital Markets Section - Q3 2008 

Tolal % 
l7l S.9% 
46 1.6¥. 
II 0.4% 

19.1 u·~ 

53 1.8% 
1 O.OY• 

611 20.ii"A. 
441 14.9% 
ll 0.8% 

17 M:a 
I,S78 SJ. J" 

163 '·'~· 51 1.7% 
6 0.2Y,. 

364 12.3% 
so 1.7V, 
112 3.8% 
10 0.3% 
J O,J% 

22 0.7% 
ll 1.0% 

7 0.2Vo 
36 l.lo/. 
47 1.6~. 

l2 
1.1-1. 

liS 3.9"/o 
0 0.0'~ 

7 0.2% 

lS l.J•t. 
I ggoa 

1.0~ 31.0Y. 

290 9.8-t. 

l,96l 

29 
27 

1,865 
/,921 

4.883 

(b21 
4,8!1 

911112008 2:09 PM 
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Commercial Real Estate Balance Sheet 

GAAP Asset Class 1 Lien Type Mix 

At Risk Balance Sheet 
Mortgage Corporate 

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

First 17,881 12,357 2,499 - 3,025 
Mezz 4,075 3,183 867 - 24 
NPL 1,666 1,666 
Securities 4,254 4,252 - - - 2 
Equity I REO 9,398 2,514 5,070 1,814 
Other: 

Financing Trades 2,090 - 229 - 1,861 
Corporate Loans 1,330 - - - 1,330 
Derivative MTM I Treas. 307 - - - - 307 
Revolvers 3Q~ - 9 - 292 

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

GAAP Asset Class 1 Property Type Mix 

At Risk Balance Sheet 
Mortgage Corporate 

($ 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 I SF 5,092 2,401 2,587 - 104 
Retail 1,908. 1,387 254 - 267 
Condominium 2,177 1,455 721 
Other fl) 7 651 6 124 780 74 363 309 

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

m Other includes CMBS securities, derivative MTM, industrial, storage and other miscellaneous items 

9/ll/Z008 2:09 PM 
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Total Cash Pooltlons 
Pl~s; llorlV mtm aod othor (UST) 
Plus: Grouo<Jps 
Total Balanco Shoer 

LEHMAN BROTHERS 

GREG Real Estate Exposure by Asset Class 

57 
1,220 

438 
224 

(184) 

(85) 
[119) 

(60) 

{75) 

[737) 

5,722 
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IMD Mortgage Exposure 

Inventory By Account Prime Sub Prime CMBS REHS CMBS -Equity coo Grand Total 
ABS FUND - - - - - - . 
ENHANCED CASH FUND 16.1 . 1.6 . . - 17.8 
ENHANCED CASH II . 0.2 . . - . 0.2 
Lincoln Capital Govt Agcy . . . . . . 
LV INCOME FUND 26.8 . - - . - 26.8 
LV MORTGAGE SECUR 8.9 1.7 - - . 10.6 
coo . . . . 0.1 0.1 
Private Equity . - . . - . 
PE Commercial . . 78.9 169.9 - 248.9 
PE REHFS . . . 205.9 - - 205.9 
Grand Total 51.9 1.9 _80.6 

··-- -···- 205.9 169.9 0.1 510.2 

Collateral b Prime Sub Prime CMBS REHS coo Grand Total 
A 0.2 . 0.2 
AA 3.1 - . . 3.1 
AAA 25.9 . - . 25.9 
B 4.3 . . . . 4.3 
B· 
88 
888 1.8 0.2 . . . . 2.1 
GNMA 16.1 . 1.6 17.8 
OTHER 0.5 1.4 1.9 
NR 78.9 205.9 169.9 0.1 454.8 
Grand Total 51.9 1.9 80.6 205.9 169.9 0.1 510.2 

IMD Residential Exposure 

PE REHFS 
40% 

• ENHANCED CASH FUND 

C ENHANCED CASH II 

.LV INCOME FUND 

IMD Mortgage Exposure 

0% 

ENHANCED 
CASH FUND 

3% 

0% 

LV INCOME 
FUND 

LV MORTGAGES% 
SECUR 

2% 

C LV MORTGAGE SECUR 

•coo 
• PE Commercial 

IIPE REHFS 

REHS 
41% 

LEHMAN BROTHERS Capital Markets Section- Q3 2008 

CMBS • Equity 
33% 

16% 

Q2'200S Variance 
7.4 (7.4) 

38.6 (20.8) 
42.7 (42.5) 

0.1 
47.2 (20.4) 
56.6 (46.0) 

0.1 
34.9 (34.9) 

560.7 (311.8) 
282.0 . (76.1 

1,070.2 (560.0) 

02'2008 Variance 
• 0.2 

16.3 (13.2) 
85.4 (59.5) 

1.7 2.6 
:3.4 (3.4) 

10.6 (10.6) 
24.2 (22.1) 
38.6 (20.8) 

1.9 
eso.o I (435.2 

1,070.2 I {560.0 

CPrlme 

ISubPrimu 

CCMBS 

CR~HS 

ICMBS- Equity 

OCDO 

0% 

9/1 112008 2:09 PM 
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Sum of Lono Inventory, TO @l MV 
BPM level 0 
GLOBAL TRADING STRATEGIES 

GLOBAL OPPORTUNITIES GROUP 
Grand Total 

LEHMAN BROTHERS 

Principal Investing Mortgage Exposure 

Asset Categgry 2 Prime Other ABS 
AAA 72.6 
AA 30.6 
A 28.9 
BBB 4.7 
B 3.4 
GNMA 51.6 
GNMA 

64.3 127.6 

Principal Investing MTG Exposure by Rating 

GNMA, 61.77, 
31% 

B, 3.45, 

A, 28.90 , 14% 

36% 

30.65. 15% 

Capital Markets Section - Q3 2008 

Total 
72.6 
30.6 
28.9 
4.7 
3.4 

51.6 
10.2 

202.1 

02'2008 

r!JAAA 

•AA 
CA 

CBBB 

•s 
t:lGNMA 

75.1 
33.3 
30.8 

8.8 
-

75.1 
6.2 

229.3 

32 

Variance 
(2.5) 
(2.7) 
(1.9) 
(4.1)1 
3.4 

(23.5' 
4.0 

(27.2) 

911112008 2:09 PM 
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ABS CDO Exposure 

Cash Positions I Ceago. I I Other Resl COO I I Total ASS COO 

Rating Notional Exposure Av price Notional Exposure Av price Notional Exposure 

AAA - - 9 4 50.40% 9 4 

AA - - 38 10 25.53% 38 10 

A 6 5 92.5% 22 5 23.60% 27 10 

BBB - - a 5 56.65% 8 5 

BB 834 367 44.0% 2 0 2.57% 836 367 

B 76 23 30.S% 31 8 25.05% 107 31 

CCC+ Below 35 7 20.2% 586 37 6.25% 620 44 

NR 0 2 N/A 62 16 26.26% 62 18 

Total Positions by Rating 951 405 42.56% 758 85 11.17% 1,709 489 

Hedge Positions 

ABX - 3 (415) (40) (415) (36) 

ABC OS (509) (221) (646) 1 (1,154} {219) 

Single Name TRS 208 169 . . 208 169 

Bond Index TRS 

CDS on COO - - (1,170) (190} {1,170) (190) 

ABX • CDS on CDO - . (361) (180) (361) (180) 

CMBX 

Bond Index TRS/CMBS 

Corp CDS- Single Name (185) (130) - - (185) (130) 

Corp CDS - CDXJI!raxx 

Total Hedges (486) ~178) (2,591) (408) p.on) (587) 

TotafNet Exposure 465 227 (1,833) (324) (1,368) (97) 
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I 
Av price 

50.40% 

25.53% 

37.67% 

56.65% 

43.89% 

29.14% 

7.03% 

29.40% 

28.64% 
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CAF Exposure 

I A!!JlUSt 31, 2008 II Ma~ 31,2008 
Funded Unfunded Contingent Noliono.l MV AvgS Funded Unfunded Contingent Notional MV AvgS 

High Yield 4,924 1,834 376 7,134 6,432 90.158 9,003 2,126 425 11,554 10,369 89.743 
Real Estl!tc 466 - - 466 461 98.927 527 - 527 521 98.861 
Bridge Equily 2,220 2,220 1,555 70.040 2,221 2,221 1,689 76.022 
Totnl Commitments 7,610 1,834 376 9,820 8,448 86.027 11,752 2,126 425 14,302 12,579 87.948 
% change from prior period ·35% ·14% -12% -31% -33% 

HY CAF Hedges 100 4 (525) (139) 

High Grade CornmitmcnlS 707 1,868 674 3,249 3,195 98.313 3,653 1,116 1,672 6,441 6,381 99.057 

High Yield Disclosure 4,924 /,83<1 376 7,134 6,432 90.158 9,003 2.126 425 ll,SS4 /0,369 89.743 
High Grade Disclosure 707 /,868 674 3,249 3,195 98.313 3,653 1,116 /,672 6,441 6,381 99.057 

LEHMAN BROTHERS HOLDINGS INC. Larges/ Exposures ($mm) 
Hedges (Smm) 

High Grade: 
I Ausust ll, 2008 I I Mav3J.l008 I Imperial Tobacco 
Deal Name Notion•! MV Deal Name Notional MV Staple$ 
CDXHY (0.0) COXHY (75) 1.7 

Philip Morris LCDX S9 . (0.0) LCDXS9 . 
CDS-FDC CDS-FDC (ISS) (67,8) Time Warner Cable 

CDS-GS CDS· OS (40) (1.4) 
CDS- MER 2.9 CDS· MER (20) 2.1 High Yield: 
CDS- MS CDS-MS (10) 1.5 Arch stone 
Bond Index ICA1'2JHIYLD (200) (0.4) Bond Index ICAP21HIYLD (450) (8.7) Term Revolver 
FDC- Bond FDC· Bond (75) (67.5) Bridge Eq. 
LIBORSMp 300 1.4 LIBORSm~p 300 1.6 Mczz Debt 
Total Hedges 100 4 Tolol Hedge• (525) (139) Pennancnt Equity 

Hill on 
Fusion CLO 
TXU 
Houghton Miffiin 
Dcbitcl 
Con vert cam 
Firs! Data 
HD Supply 

LEHMAN BRarHERS Capital Markets Section - Q3 2008 

I C o/~c;;~~cc l 
Notional MV 

-38% -38% 
~12% -12% 

0% -8% 
·31% ·33% 

nlrn nlm 

-50% ·50"/o 

-38% -38% 
-50% -50% 

935 
806 
556 
268 

4,232 
2,110 
1,477 

461 
184 

427 
399 
297 
292 
291 
266 
228 
226 

9/1112008 2:09PM 
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l'!o and Mrl<1 !looko· 
Securillz.ed products 

Subprtme 

'!"hole loans. subprime 
Whole loans • Second lJens 
Bond&IG (AM & above) 
BondsiG (AA&below) 
Bond& NIG (below aae) 
Pri.., Whole loan 
ASS Subpnme NIG 

Scratch & Dent 

Whole loans 

Primo 

NJG (below BBB) 
Prima NPL & Others 

Investment Grade (BBB <a ted) 
ASS Prime NIG 

Other 
Re~duals 

NIG (non-Residential) 
IG (ncn·Roslden~at) 
coo 
Student loan 
Olher 

capital Cn>sslng Whole loans 
Total &ecurilrz:ed product&

us 

llalian residential mortgages 
SaQJriUzed products ·london 

SeOJriUzod producls • Tokyo 

TotalsocuriUxed products 

~ 
Asia Non perlorming loan 
portfolios 
Real aslale PTG US '' 

Real eslale PTG Eurupe 

Roal eslal& PrG Asia 
Tatar Real Estate 

IMO 
OtMI$ 

eackoo Iota! 

LEHMAN BROTHERS 

188 
868 

28 

S4 -

344 

48 

11 -

908 

1,313 

624 

394 
57 

100 

Level 3 Assets by Product 

1.178 

380 

403 

3,396 

M571 4,3D7 

106 106 

3.155 3,155 

1.256 1,119 

8.687 

1.978 ll 

I 
1,978 

5,418 ,. caoo) 5,197 

444 .. 1,000 1.4~ Expecled tncr due lo 
lack of observabilily In 
continued sales. 

3.025 ll (152) 2.842 RE Tk}l1 

10,6651 11,461 

75 75 

1216 
648 
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Non parformlng loans 
Rea\ e:slata Tokyo loan'S 
f<lgh-yhlid loens o ot~er lhan 
CrodiiTolcyo 
Ccnvertlbtos vorlous deskS 
Credit Tokyo loans 
Cash COO Equl!y !rancho 
SOQJrtli>od p<Oduo:Js- Asia 
TradoCiaJms 
Loans London 
Aul;llon Rate Securities Credlz 
Olhoro 

Corp O.bt and Othor tolat 

Real Eoililo- Archstane 
Prlvalo Equi~es (180/PEI 
GTS Asia o KSI<Iindla power 
plants 

GTSIGPS o Privata Equi!los 
OPJ. Private £q~o.dlies 21 

CrediL group PE 
f'rior.lta Equities (non PEICradil 
greup) 

Oll>aro 
Col!> EqoiUO$ tolal 

Munis (AIL LaX doaio) 
Credit dotM>Uves (COO/C00•2) 

Inflation $waps wilh Republic cf 
l!aly 
IRP London olhertrades u 
Co~ lUes 

EquiUes " 

SocuriU.od Products o XL Hedge " 

Others 

O.rlvollvas total 

Lo,.i3o Total Fotac:asl 

LEHMAN BROTHERS 

Level 3 Assets by Product ( cont' d) 

1.129 " 
26~ D 

696 " 

321 " 
930 .. 

284 :n 

519 " 
76 ., 

603 .. 

&42 n 

(73) 

1o610 .. 
4,144 ., 

551 .. 

901 .. 
971 .. 

1.253 ., 

385 • 

342 

453 

381 

671 

(332) 

132 
574 

172 

(485) (100) 

(100) 
~--

37.i1T ---548 

1o129 
283 
6ss 

321 
904 
284 
519 

76 
216 

842 
(73) 

s::m 
--
1o597 
4,144 

901 
971 

1,253 

145 

:142 

9o353 

-
453 

381 

671 

(332) 

180 
670 

172 

(564) IRP Tky1 

1,631 

36,1Q9 
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INVESTMENT MANAGEMENT DMSION 9/9/2008 9:28PM 

(ltil•illio•l) ManthTrcnd gu:merTtrnd 4'/o 9 Montht EndJ~Aum!! ll'l· Rcamb 

~ QJ'Q.! ... 
Jun'OS Jul '01 Aus'O& ~lo•·osi ~ Q-I'<TI ~ 01'01 OJ 'OJ ~ ~ ....!!!L:2L_ QttR«ntd ~ ~ ~ 

Hig~ Nrt IVanh (PAM) Sl 55 51 ISV 16l l7l 162 162 -J% -111 .tt)4 455 gr. 17l QI'OS 4'>1 YTD'OI 

D.quity )I lO 30 91 93 94 90 98 -1% -1% 279 290 .. ,.. 98 Q)'D7 290 YID'07 

FindLru;cme " IS IS 44 .. ll 39 31 .!% 19'A. 121 $4 ,4% ... Q3'08 121 Yro'OI 

01ha Auct llbnyan,nr ____ J_ _ ___ 6_ _ ___ 3_ ----lL ____ 2_1 •IJ% ·10<11% ______ 49 _______ 25 _ 92% z:l QI'OS 4') Yro'08 

Tt.J.d,lriQnaJ AJJcl Man~ml 101 lOS 100 J26 )12 -J% 6% '>ll 8S4 10'r, 326 QI'OS !)43 YTD'OS 

AM AltcmJ;iiva; IS 8 (68} l'l'l IOJ ,fJ1% -IIJ,., 240 176 J6% 199 QI'OS 240 VTD'08 

Privat~:E5:2i0: ____ ,._ _ ___ n_ _ ___ n_ __ ._J ___ ,_18 _ 1% -10% ---~-~- ___ J_I_l -1% 123 QJ'07 Jl) YIU'01 

Allanari,·e ln~"CCIII'\cna 4<1 40 (32) 291 221 .,~ -10'/o Sll 489 9'11 291 QI'OS SJI Y11>1>8 
----- ----- ------- --------

ToWAtsel Mo.n;agemen1 147 14J G8 ~_lll... .z"~ ...VY. ---.!.!2L ~ lim 6Jll ·Q1'08 1,414 YTD'08 

I'ID 5? 40 30 167 115 -29'-" _,.,,.,, 419 421 u•;. IS! Q2'08 479 Yl"D'OI 

EQU11'Y ... GO Jl 1$4 184 ·14% ·ZIY, 49B soo -1% 114 QI'OS 500 Y'l"U'Ol 

---------- ------- ------
TotalPIM 107 !DO 67 2'14 J!I ___ 3_51_ --l2L ..zl"/o ·18Y. _____ 97_6 ______ 92_1_ 611 )51 Q2'08 916 VTD'OB 

---------- ------- --------
Tord lnvuunmt Mwgcmcnc 254 Uj I3S ~ L..!!!J ~ --!B.. -2m ..2/U ~~ 8".4 ~ Ql'CIII 2,~50 YTD'OB 

Amulau lll7 ~ ~I Sill 7~ 7U 701 ill -J/ll ..zm ZJQ w 7r,' 
Ewape 44 ll .li uo IU 159 118 1~8 7Y. -19',{ s 21 -71'-' 
Aai;. 4 I & 11 10 u 1.1 11 JU JU 976 921 611 

Too.lWmanAUio! ~ I m.119l Z76.m l8i;iii' ~ ------- -------
zas,~J Zl~OJ 27~ ·Ill -I~ ~__illM!_ -Ill liZ,l27 Q4'07 274,856 YTD'07 

03 '08 vs. 02 '08 

•:• 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 oflower 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 $15bn was only partially offset by increased flows 
of$llbn. 

I ~ '08 vs. 03 '07 

•!•Investment Management revenues of$634mm decreased 21%1 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 oflower 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%1 versus the same time last 
year, as inflows of $3bn were offset by negative market performance of 
$5bn. 

LEHMAN BROTHERS INVESTMENT MANAGEMENT DlVISION 
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ASSET MANAGEMENT REVENUES 9/9/2008 9:28PM 

(lflllltilli,fll) Ma,thTrend 

1"" '08 Iw'o8 A$'08 

High Net Worch (PA.M) S3 $$ Sl 
l~quil}: 31 30 lO 
riud lnmme 14 IS IS 
Ot.hl:f' Au~ MU1!£cme"t 3 6 3 

Tnd.idon:t.l Aucl M""agcmen.l 101 lOS 100 

A~1.t\Jic:nuci\.'a 15 B (68) 

liOvtl~ llguitl 31 32 37 
Allcrnad\'c lnvceuncnw 46 40 (J~) 

ToW Auct Management 147 145 68 

R~cnuc By Rc~on 
t\mcrig., Ill 130 +4 

fluror~: 12 13 18 
Asi:aP.ac:ifk 3 J 6 

Total Auct M.an!Semcn' __ 147 14S 68 

03 '08 vs. 02 '08 

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

•:•Traditional Asset Management revenues of$306mm were slightly down 

(S4mrn) from Q2 '08.: 

•:• High Net Worth revenues of $159mm fell S4mm, 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 $91 mm were down $2mm or 1% versus Q2 '08 
as billable AUM remained flat in the quarter. 

•!• Record Fixed Income revenues of S'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 S132mm, from 

Q2'08 
•:• AM Alternatives had a loss of ($46mm) due to a $6Smm 
impairment reserve on our Ospraie MS; DE Shaw revenues down 

$63mm and Spinnaker down $5mm. 
•!• Private Equity revenues virtually flat versus last quarter. 

~ 9MonlhaEndiN!'AU£U!t 6% ~ Reoor~ 
QJ'OI .._ 

m ·as 01 ·o1 .....!!!l.:!!! r!!U! ~ g1rRecord ~~~ 

.J~ .. ·2'r· 494 4S5 9'h l7l QI'08 494 YTO'OS 

.n-. ,,.,, 279 Z'JO -~~. 98 QJ'07 2!10 YTO\J7 

r.l Jl>% IZI 84 4-1% 44 QJ\JB 121 YTO'OB 

·II"· •I• ___ 49_ 2$ 91"1. 22 QI'OB 49 YTI)'OB 

.JY, 6!4 !14J 854 JO~ 326 Q1'08 943 YTO'OS 

·li:l% ·ISS% 240 176 )6'.< 199 Ql \JS 240 YTO'OB 
,~. -20% ___ 29_1 313 .]",< 12S QJ\J7 313 \'TD\)7 

·11~ -711% 531 489 9"A 291 Qt'OB 531 Y'I1l'OB 

----• .27U ..21, _____!.!!!.. !,J44 JOY. 61S QI'OS 1,474 YTO'OS 

-)1'1· -I~% 1,285 1,143 12'.< S:ll• QI'08 1,285 \'TD '08 

-7% .f~~ 162 185 .,J,. 94 Q3'07 ISS \'TD '07 

J.M~ 26% 28 IS &7"/. 12 Q3'08 28 \'TD 'OS 

·Zl'A .. 2J% ---l&i. l.J44 JOY. 618 QI'08 1,474 YTD'08 

_j 

03 '08 vs. 03 ~01 
•!• 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 $16rrun. 
•!• High Net Worth revenues of Sl59mm was down from Q2 '07 by 

2%. 
•!•Equity revenues of$9lmm 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 $12Smm or 70% 
versus Q3 '07. 

•:• AM Alternatives revenues of ($46mm) decreased $100mm versus Q3 

'07, primarily due conversion of GLG interest ($28mm in 3Q07) and 

the Ospraie impairment of (S65mm). Combined with lower revenues 
for. Spinnaker of S12mm. 

•!•Private Equity revenues of$100mm decreased $25mm versus Q3 '07 
due to decrease in carry (down $35mm). 

LEHMAN BRO'I'HERS INVESTMENT MANAGEMENT DIVISION 2 
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ASSET MANAGEMENT REVENUE BY TYPE <J/9/2008 9:28PM 

(Sin n;illions) MonthTtend guancr Trend Fiscal Year Fiscal Year A% A% 
)TD'OS 11 QJ '08 1~. 

Jun '08 Jul '08 ~ I Q3 '08 J I Q2 '08 I ~ Q4 '07 I Q3 '07 I I YTD'O~ J I y'!!'cii] Q2'08 Q!J'Ol )T0'07 

Recap by Revenue Type 

Traditionru Asset Man..gernent 100 IOl 99 302 304 

AM Ahemacives 5 6 4 14 17 

Private Egui!l: 28 __ 25 ____ 26_ 79 85 

Mllrul!lement Fees 133 134 129 396 405 

AM Alternatives - - 0 

Private Egui!l: (Q __ 0 _ _____Q2_ (2' (I 

Incentive Fees I GP Carry (1) 0 (1) (2) (1) 

Minority Stakes 10 3 (72) (60) 71 

Implied Fees I 1 1 4 6 

PF. Marketing fees 0 0 8 8 1 

Other 4 __ 7 ____ 4_ 15 14 

Principal Gains nnd Other 15 11 (60) (34) 92 

------ ------ ------
Total Asset Man2;gemen1 147 145 68 360 496 -----------

03 '08 vs_._Q2--'!la 

Management Fees 
•!•Traditional Asset Management Fees of $302mm are down $2mm from the prior 
quarter due to change in asset mix of PAM acr:ounts. 
•:• AM Alternatives Management Fees were $14mrn for the ~uarter versus S11mm in 
the prior quarter, down 13%. 
•!•Private Equity Management fees were down 6% this quarter as Q2 '08 contained 
retro revenues relating to closing of RE III. 

Incentive Fees/GP Carry 
•!•There were no incentive fees for Q3 '08 or QZ '08. 

Principal Gains and Other 
•:• Principal Gains and Other revenue~ of {S34mm) fell137% from the prior quarter, 
led by a decline in Minority Stakes, specifically Osparie ($65mm), DE Shaw (S63mm) 
and Spinnaker (SSmm). 

--

319 304 299 925 853 -1% 1% 8% 

16 16 12. 47 28 -IJ% 23% 64% 

__ 71 ____ 63_ 69 235 159 4% 14% 48% 

406 3S2 381 1,2.07 1,040 -3r. 4r. 16Y. 

12 2 2 12 29 11/tJ -100% 40% 

__ s ____ 36_ 33 3 84 -160% -10.5% -91% 

17 38 36 15 113 -160Y. -105% .l/7% 

171 86 40 182 119 -18.5% -252% 53% 

6 5 (8) 16 13 -43% 144% 25% 

0 4 7 8 24 nfq 14% 4.5% 
__ 17 ____ 19_ 14 46 35 8% 6% 31% 

195 113 52 253 191 -JJ7Y. -164% .J.JY. 

61a s33 I 46s I I t,474l I 1,344 I -27% -23% 10% 

I I 03 '08 vs. 03 '07 

Management Fees 
•!•Traditional Asset Management fees were up slightly Q3 '07 due to increases in 
fixed income assets. 
•:0 AM Alternatives management fees inC'I:eased S2mm, or 23%, ve~us the same 
quarter last year as 3Q 08 includes revenues for Credit Arbitrage and Mortgage 
Opportunity. 
•:•Private Equity management fees increased $10mm from same quarter last year due 
to fund closings such as RE III and Sec Opps II. 

Incentive Fees/GP Cany 
•:•There were no incentive fees for Q3'08 vs $36mm in Q3 '07 related toPE, 
primarily Real Estate S20mm. 

Principal Gains and Other 
•:•Revenues were down S86mm versus Q3 '07, primarily due to a decrease in 
Minority Stakes, specifically Ospraie impairment charge ($65mm), GLG (S25mm) 
and Spinnaker ($17mm). 

LEHMAN BROTHERS INVESTMENT MANAGEMENT DMSION 3 
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AM AI:tERNAlTilRINYESIMENTS 9/9/2008 9:28PM 

(litr .NJi,l) Month.'1'1'cnd guutcr Trend 

Jun '08 Jul'C8 Aug'OS I 01 ·oa I I oz ·o8 I QI'08 Q4'07 

AMAh~turiva 

Management frcs: 

Qun1 Funds 

GlobiJM;aao 

Antibcu:hmatt. Furt.dJ 

Singte M:m:ag~ fund~ 

libatyVicw I~ I 12 II 

8 7 
CommoditiC!I J 
Sacori lat. D 

Scruaun:d As~ Marugcmcnr (I) 

Otha ~h.n~an cru f'li:C5 I 5 ------
Tot2J ~bn~menr feu 14 I I 17 16 16 

lnccnd\"Cf'ec.: 

Q11mtf'\lnd1 0 a 0 

Global Mmo 

Anribcnchmuk Funch 

Single; M:uu~c:r ~ndi 

JjhatyViN 

0 0 

I 
0 0 8 0 

0 0 0 0 0 0 

D 0 0 0 D • l 

0 0 0 0 0 0 2 
Commodiri~ 0 0 0 0 
S1tori Ttd'l 0 0 4 I 

Sm.u:rvrcd Ano: P..h.o~cmcru 0 0 0 0 
01r..Cf Jncxnrivc r~ 0 0 0 I 0 0 0 (I) 

------
Totallncc:ndvc Fa• 12 2 

Mlnarlll)' S•akc.: 
DEShn.-
~pn.ie 

GI..G 

9 I 
(IZJ I (llll ·l r 110 58 

(D) 0 (6S) (6<) 16 4 

0 0 l l 17 IJ 
MubleBor 10 4 
SpinnW. 

Total Mlnoril)' Stake• 

ToUJJ AM Ahcrnatjvu 

~~~ 18 7 10 3 (nJ (60) 71 171 8li 

__ 1.5 ____ a _ _@)_ 46 87 __..!!2.... __ ,_o3_ 

03 '08 vs._Q2 '08 
•:• AM Alternatives revenues of ($46mm) fell below Q2 '08 by $133rrun, primarily 
due to declines in Minority Stakes. 

•!• Management Fees were down 13% from the prior quarter, primarily driven by 
decrease in LibertyView fees due to lower assets and fund mLx, combined with lower fees 
on SCF (as sub-advisory fee to Gresham l 10bps) 

•:•Incentive Fees: There were no incentive fees in the quarter. 

•:• Minority Stakes were down S131mm, or 185% from the prior quaner 
•!•Ospraie impairment charge resulting from a decision to close flagship fund 
(S65mm); DE Sha'v decrease in quarterly revenues of (S63mm) due to the 
main fund, Oculus, down 2.3% vs up 9.3% in Q2 '08; Spinnaker (SSmm) 

.6.'1. 9 Montbl EndinG A~ ~ Recorda 

ITD'08 u QJ'08 .,_ 
I Q3'07 I _Q]_'M_____m__:pJ_ YTD'08 YTD'07 ...l:r!U!,_ gu Rea>rd J!!._ ~ ~ 

10 

7 

2 
D 

(IJ) 

(0) 

u 

0 

0 

0 
I 

3 

0 
(1) 

0 
1 

2 

(14) 

0 

28 
5 

-}I% 2/1% 7 4 ar;, J QZ'08 7 \'TOllS 

..,~. •I• 3 0 .,. I Q2'08 J YTD1l8 

.;r;. .Jf't. 4 4 16% z QJ'07 • Ym'Os 

·21'-1 -1.1% JJ 25 )I% IZ QZ'08 ll YTD'OB 

.zrr. .Jl'!. 21 18 11-1~ 8 QI'OO 21 YTD'OS 

-26% )5',1 II & 7.r!l 4 Q2'08 l1 Y1"D 'OS 
.}J% ./J% I I .If% 0 Q2'08 I YfD'07 

.JJ% •I• 3 0 •I• I Q2"08 J YrD'08 

•I• •I• 3 (I) J/JY. 5 Q4'07 3 YI"0"08 ----
.jJ~ zm 47 2.11 64~ 17 Q2'08 47 YTD'08 

•I• •I• 8 •I• 8 Q1'08 8 Y\"0'08 

•I• •I• 8 •I• a Q1'08 a YI"D'OS 

•I• •I• •I• QI'Oci YI"D'Q.t 

•I• -1~'. 4 26 .as~. 16 QI'07 u Y1"0'07 

•I• ·lim'• 0 26 -9,9"/, "14 QI'Q7 26 Yl1l'07 

•I• •I• •I• QI'Oci YfD'Q.t 

•I• IOO'J. • .;. 4 QI'OS ~ Y'(D'OB 

•I• •I• .,. QI'Oci Y11)'Q.t .,. ·IOQ'Io 0 4 -9~. J QI'07 4 Yr0'07 --------n/• .roo~ 12 29 .NJU II Q1'07 29 YTD'07 

./QJI'· 8!'/o 110 26 •I• 110 Q1'08 170 YTD~8 .,. •I• (47) 6 .,. 16 Q1'08 II YTD'OO 

•I• ~ .. ;. 20 .... SJ'f, 28 Ql'07 4.1 YTO'U"I 

./(}()'!. -100'/, 11 15 ·26,~ 21 Q4'0& 15 YTOIJ7 

-61% -8-1'1. 29 29 w. 
./$S,_ -252~ 182 119 53~ Ill Qt'OB 182 YT0'08 

----
·ISZ'A ·18SY. _ __ l40_ 176 JG~ 199 Ql 'OS l4D YTD'08 

03 '08-'lS_._Q3 '07 
•!• AM Alternative Investments revenues of ($46mm) are down $100rrun versus 
Q3'07. 

•!• Management Fees of S14mm incre:ased S2mm this quarter, Jed by an increase in 
Other Management Fees (+S2mm) due to new product launches (Cr Arb, Mort Opps) 

•!• Incentive Fees: There were no incentive fees in the guarter. 

•!• Minority Stakes revenues of (S60mm) decreased Sl OOmm versus Q3 '07, Jed by 
Osparie impairment charge (S65mm), GLG (S25mm) and Spinnaker (517mm). 

LEHMAN BROTHERS INVESTMENT MANAGEMENT DMSION 4 
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PRIVATE EQUITY 
9/9/2006 9:28PM 

(I i• mil/iw) MonthTrmd 4% 9 Monthi Endi!;!G Au~ A•/, Records 

QJ'08 "· lTD'03<> 
Jun '08 Ju1'08 A~'08 01'09 RJ'07 YTD'OS YTD'r¥7 l7D'07 9rtR<eor6 ~~~ 

Private Equily • Management feca 
Mrn~.,, B1nking ; 5 5 IS IS 16 10 19 0% -18'1. 47 n Jli"Ao I? Q3'07 47 YID'OS 
v,., •• ...,c.p;ul I I I 3 3 3 I I 1"/. lOS% 9 4 t22f· 3 Qf'08 9 vro·os 
RI!:21Est11e 8 4 5 17 23 ? 9 II .2.J% ffl'o 49 7:1 ~~~ 23 Q2'08 49 YID'08 

Pri\•alc fund!i ln\'C11lmmt Group 7 8 8 23 20 18 18 IS IS% I4% 61 45 )8'1. 23 Q3'08 61 YID'08 

Cmlit Rd>~cd 2 2 2 6 7 7 5 7 -11"1. ·fl'!. 19 17 16% 7 Ql '08 19 VTD '08 
lnfns1nsc;lure I I I 3 3 ; 7 6 -IJ,, .J~f. II 9 lSI'• 7 Q4'07 II YTD'OS 
P:l.nncnh.ip Acmunl 0 0 0 0 0 (OJ 0 0 ./()(}% .;. (OJ 0 ./Jt% 0 Q2'08 0 VTD'07 

S1la and MarL.cling 0 0 0 0 0 0 0 0 •I• •I• nl• Ql'06 VTD'04 
U!AIM 3 • 5 12 14 12 12 II .t2'Y. IPA. 38 30 271'· 14 Q2'08 J3 Y'IU'OS 

------
Total PEMan"i'cmcnl Fees 2.1 2S 26 79 as 71 63 69 -4Y. ·un 23S 159 48'-' 85 92'08 235 YJ"D 'OS 

PriYalc EqWcy • GP Carry 

Mm:h:uu B~kjng (OJ (0) 3 l 0 (0) 7 ) •I• .7"!, 3 4 •JZ"Io 7 Q4'07 4 YID'07 
Vcnru~ Capiul 0 0 0 0 0 0 0 0 •I• •I• 4· Q2'06 vm '04 
Rcl.E!it:ue 0 0 (4) (4) (0) 3 10 20 nf• ·llZ"Ao (I) 23 ./Olro 36 QI'06 36 YID'06 
Priv:uc r-ul\d!i Jn,.-otman Group (OJ 0 (0) (0) (0) 0 16 2 .](/% .1/6% (0) 2 ./16% 16 Q4'07 2 YID'07 
Cmlir Rchrcd 0 0 0 0 0 0 3 6 •I• -100% 6 -tOO% 6 Q3'07 6 Yn)'07 
lnfr:asuuauno 0 0 0 0 0 (J) (7) 0 •I• -IW;. (l) 13 ./]/% 7 Q2'07 13 YID'07 
P~cnhip .r\CQJunt (0) 0 0 0 (I) (J) s z tSOf, ..87'1. (l) 2 ·120% s QU7 2 YTD'07 
I.BAIM 0 0 0 0 0 7 2 0 ·100'/o ·fOO% B ll -IJ% II Ql'07 13 YTD'07 
Other:al.loC2don' (GPC~nj') 0 0 0 0 0 0 0 0 •I• •I· 21 -100'1. 18 Q2'07 21 YTD'07 ------Tccall'rivare Equiry (jp Carry (I) 0 (1) s 3& .}6/J'/. .. JOS!4 3 11'1 -91'-' 31 91'06 84 YTD'r¥7 

Qthcc PI;; (Inc. third party marllcdl>j; I MAP) s 6 12 16 19 f2% -J% 53 70 -2-1% 29 Q1'07 70 vm '07 

------
Tout Prlvat~ Equlry 31 JZ 37 100 99 __ 9_3 ___ ._18_ m -211'/. 291 JIJ -m m Q3'07 liJ YTD'07 

LBAIM and MAP were moved from Til!ditional Asset Management to Private Equity in Ql '08. History has been revised. 

03 '08 ys. 02 '08 

•!• Private Equity revenues increased from $99mm in Q2 '08 to 
$100mm in Q3 '08, up 1%. 

•!•Management and Other Fees increased by $1mm, primarily due to 

increases in Secondary Opportunity II and Sales & Marketing, offset by 
decreases in Real Estate III due to a true up vs. Q2. Sales & Marketing in 
Q3 '08 represents Private Funds Marketing placement fees for Tenaska 
and Com Vest. 

Q3 '08 vs. Q3 '07 

•!• Private Equity revenues of $100rrun decreased $25mm, or 20%, 
versus Q3 '07. 

•!• Management Fees increased 14%, or $10mm, versus the same 

quarter last year, primarily due to Real Estate III (+$9mm), Secondary 
Opportunities II (+$6mm), and Merchant Banking IV (-$3mm). 

•!•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 9:28PM 

(S iJr,j/Jiat~J) MonlhTron~ ~tcrTr~nd ol."· 9 Mand11 En~ A!;!&u•t 4 •t. Rccorc!JI 

QJ 'OS u. lTD'OS u 
lun •ca 1"''08 A~'OJ ! QJ'oal! QZ'OB l ~ Q4'07 ~ !!,2'08 .f2.J '01 YTD'08 YTD'07 ~ Q"Rceord ~ ~~ 

Al.!M !2! an!i:! !.r1~:t· 
H!i«< lnOlmc 95,470 93,829 93,105 76,356 75,393 Z41& JO% 93,105 71,719 JO% 93,105 QJ'OB 93,105 YTO'OS 

j-:..qui[Jcs 102..870 97.1ZJ 97,672 101,4~ 107,07~ ·II% -6% ?7,67Z 1~..115 -6% 109,426 Q2'08 1~.215 Y11) '07 

Altd'11:ui~·c: ln\'tS(mmts 38,696 38,979 38,642 33,964 33,480 qy, zr;. 38,642 30,407 21% 38,642 Q3'08 38,642 . YT0'08 

MnncrMmct> 65,0~7 6G,1n -19'A .)61'. 43,805 68.517 .J61'o GS.S1? QJ'O? 68.517 'r''I'I)'O? 

------
Total Lehman AUM 276,751 ~ -1" .. J~ 213.225 2?4,858 ·"" :W,l2? Q4'0? 274,858 YTD'07 

AllM b)! B!.!&ioua· 
lligh !-~" Wonh (PAM)• 59,980 57,352 57,327 57,327 62..714 58,447 60.192 57,677 ._91& ·1~~ 57,327 57,677 _,,.. 62..714 Q2'08 57,677 Ym'07 

1\M ~'luitic:s 54,649 52,545 53,079 53,079 57,471 53,783 57.115 55,269 -8% 4'Yo 53,079 55)69 _,,, 57,951 Q2'07 55.26? \'11) '07 

AM l~xcd lnaJmc 126,092 121,897 118,295 118,295 I\1,8Z8 122,211 117,458 113,116 6l'o Jr. 118,2.95 113,116 w. 122,211 Ql '08 118,295 YTD'OS 

(»ri\'"J.Ie ln\'Oimtnt M1n:agancm• 5,460 5,343 5,250 S,2SO 5,1140 7,902 13.661 18,Z79 ·10% ·71% 5,250 18,279 '""' 211,745 Q2'07 18,279 YT0'07 ------
Tn.di\ioru.l Auet M~mc.m 246,181 231,137 . 233,951 2.l3,951 242,343 248,426 ..2'.4 -m 233,951 1A4)42 ...(~ 263,621 Q4'07 249,521 YTD'O? 

t\llmuci.,·e5 9,402 9,980 9,444 9,444 8,621 8,2n 4% Jj"'/, 9,444 6,984 JS% 9.44-4 Ql'OB 9,+14 Y'l'l) '08 

f'fi,·~I~Eq\lil)' 30,020 29,686 29,8)0 29,630 25.187 25,424 ·'"' 27"/o 29,830 ZJ,533 17% 30,259 Q2'08 29,830 Y'I'I)'Oij 

------
Altunativc A.ue• MM:agemem 3~,422 39,666 39,274 39,274 34,408 33,701 11'/. 29~ 39,274 30,517 29'.4 39,]06 Q2'08 39,274 Y11l'08 ------
Total Lehman AUM :!85,603 276.803 273.225 273;J.7.S 277,119 276,751 ~ 274,858 ..J~ -I" 273,225 274,858 ~1':4 Z82,U7 Q4'07 274,858 YJ'D '07 

•:• 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 I Sealink fixed income mandate of$22bn 

•:• Market Depreciation was approximately $15bn in Q3 "08 as a result of market environment 

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

LEHMAN BROTHERS INVESTMENT MANAGEMENT DMSION G 
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ASSETS UNDER MANAGEMENT 9/9/2008 9:28PM 

AUM BY BUSINESS CLASS- OTR 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 $53.1 bn 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 $3.1 bn. 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 ~ AUM stays flat at $30.0bnyersus 2008 

AUM BY BUSINESS- LAST TWELVE MONTHS 

•HNW 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 ofRobeco 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 $53.1 bn, represents a (4.0%) decrease over the LTM. The decrease of $2.2bn is primarily due to market depredation. 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 $118.3bn. 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 
Ql '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 partially offset by distributions and Funds AUM 
decrease as result of commitment period ended (e.g. Euro Mezz Fund I, Real Estate Mezz Fund I and Secondary Opportunity Fund I). 
*As of july 2008, over 85% of Neuberger Berman mutual funds AUM carry a Morningstar 4/5-star rating. 

LEHMAN BROTHERS INVESTMENT MANAGEMENT OMS! ON 7 
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S Mlll1ons 
QZ'OB 

Lehman Brothers 

High Net Wonh (PM!)' 62,714 

f'u\! E<!uiacs 57,471 

AM Fuetl.lncomc 111,828 

Private In\-·cstmcnl M,-ugcrne:t1t • S,860 

Tr.attition:d Asset Mlltlagctncnt i37,87J 

Mmcuil.·~:s 9,047 

Pri~Eqwq· 30,ZS9 

Ahcma1Lvc A.uc1 Man~r:mcm 39,306 

Total 277,179 

SM.iJJjons 
-OZ'D8 

Lchrn:an Brothcn. 

fixed lncumc 75,290 

F...t:tu.irles 109,426 

Altc:rm.tivc.s 38,614 

Mo~y M:trk~u 53,848 

lligh N« Wonh (PMI) 

To1al 277,17') 

•lndudes al1cm::u:ive ugts 

I 

I 

,.~·" 

CURRENT QUARTER AUM ROLLFORWARD 

CURRENT QUARTER ROllFORWARD BY BUSINESS 

Net 
flows 

New II Loot 1 
Acc.o\.lnla Account• 

2,752 (1,099) (1,346) 307 

1,811 (710) (320) 781 

20,930 (1,222) (10,110) 9,598 

549 (132) (782) (365) 

<.6,042 (3,164) (IZ,S58) 10,321 

w (72) 590 8051 

654 (1,118) 22 (443); 

940 (1,189) 611 362 

u,983l I C4.353JI I (11,946)1 10,683 

(5,694) 

(5,173) 

(J,IJ1) 

(24.\) 

(14,243) 

(408) 

13 

(395) 

I (14,637JI 

CUR.aENT QUARTER ROll.FORWARD BY ASSET CLASS 

Net 
l'low& [ A:.:.. II A~:.. I, """"'""""" I 

20,931 (1,22S) 130 19,836 (3,341) 

1,906 (780) (549) 576 (5,372) 

878 (1.ZIO) c.GO 327 (296) 

516 (39) (10,841) (10,364) 71 

z.m (1,099) (1,346) 307 (5,694) 

I u,98.1l I (4,JS3Jf I (11,94611 10,683 r (14,637>1 

9/9/2008 9:28PM 

'loA 
- Q3 '08 

57,327 .gcy, 

S3,079 e8"1• 

118,2')5 6% 

5,250 -10% 

i33,9Sl -l'lt 

9,444 4Yo 

29,830 -1% 

39,274 oY. 

:m,m .1U 

Per 

Dlacloaurc ~· 1\c:!c~-~ '1..4. J 
03'08 I 

91,780 93,105 1,325 2-4"/., 

104,631. 97,672 (6,960) .. 1)'/o 

38,646 38,642 (4) 0"/o 

43,554 43,805 ZSI ·l9"/o 

(5,381) 5,387 

-' 
273,225 I I (OJI .Jn 273,225 

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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YTD AUM ROLLFORWARD 9/9/2008 9:28PM 

YEAR TO DATE ROUJ'ORWARD BY BUSINESS 

Sltfillionr 
Q4'f17 I N.., II Loot I Accowua Ac.cou.nca 

Net 
Flowt I MOI~t I 

Appreciation 

I 

Q3 '08 
"· .6 

Leluruul Brothers 

High Net Worth (I' AM)' 00,192 6,667 (Z,546) (2,435) 1,687 (4,552) 57,327 -5% 

AM Equilicl 57,115 4,784 (4,0S8) (781) (SS) (3,981) 53,079 ·1% 

AM Filled ln<Omc ll7,458 25,340 (4,166) (18,511) 2,664 (1,827) 118,295 l'/• 

PrivalC lnvcruru:rn Marugancn1 • 13,661 ?70 (6,6?7) (2,823) (8,550) 139 5,250 -62% 

Traditional /unct Manogc:rnont 248,426 37,762 (17,467) (Z4,549) (4,254) (10,221) 233,951 -6'1• 

hl=O.· .. 8.2n' 1,433 (876) 796 1.354 (187) 9,444 14% 

Privore Equit)• 
I 

25,424 I 6,217 (1,523) 33 4,728 29,830' 17% (322) 

Altemarive Asset Management 33,701 7,650 (2,398) 830 6,082 (509) 39,174 17'/o 

Totol 282,U7I I 45,4121 I (19,86s>l I (23,719)1 1,828 i c (10,730)] 273,225 ..JU 

YEAR TO DATI:: ROLLfORWAJU> BY ASSI::T CUSS 

I 

I MilJions 
Q4'07 

Net 

i Flowa 
Per 

Dlsclo&un: I PAM I v.o 
Reb>lancc I New II Lo .. I AccountS Aecounu; Q3'08 

Lehman Btothea 

Ftud ln<Ome 75,393 25,218 (4,024) (2,268) 18,925 (2,880) 91,438 93,105 1,667 23% 

F..quicic:s 107,078 5,191 (4,347) (1,128) (284) (4,109) 102,685 97,672 (5,013) ·9% 

Ahenuti~·es 33,480 7,302 (2,412) 643 5,534 (375) 38,638 38,642 15% 

Money 1\!ukcLS GG,m 1,034 (6,5)6) (18,532) (24,034) 1,185 43,329 H,BUS 477 -34°/D 

High Net Worth (PM I) 6,667 (2,546) (2,435) 1,687 (4,552) (2.865) 2,865 

Totlli 28Z,127j I 45,4121 I (19,8&SJI I @.m>l - 1.128 1- --QO:@J 273,225 ~~.225 I (1)1 .J~ 

'Includes 1ll:m12li\·eo 2SseU. 

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 DNISION 9 
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FULL YEAR AUM ROLLFORWARD 9/9/2008 9:28PM 

FULL YEAR ROU.FORWARD BY BUSINESS 

SMDUO/It 
Q3 '07 1- ~::::;:] I A~:~.. I Net 

Flows - 03'08 
•/·A 

Lehman. Bro1hen 

1-!ij;h Net Wotth (PAM)' 57,677 8.695 (2,944) (2,482) 3,269 (3,619) 57,327 -l% 

AMEquitic• 55.269 6,132 (4,613) (1,640) (121) (2,069) 53,079 -4% 

AM Fat:rd Income 113,116 27,712 (7.571) (14,710) 5,431 (2H) 118,295 50/. 

Prtva1c Jn.,~srment M-anagem.c~t • 18.279 2.?3? (7,266) (9,405) (13,733) 703 5,250 -71% 

T~dl1ional A.s~t Man~~nt 244,342 45,478 (22,394) (28,'237) (5,153) (5,'238) 233,951 -4Yo 

J\JtcTJUt:h.·cs 6,%4 2,022 (1,110) 1,342 2,254 206 9,444 35% 

l'riva~cllquily Ll,m 8.1~1 (1,822) 131 6,470 (17l) 29,830 27'/. 

Altema•lvc Asset Mana;t~nl 30,517 10,!83 (2..931) 1,473 8,724 33 39,274 2.9% 

Total 274,858 I ss,66tl I ~J.2!JII czJ:iliil 3,571 I cs.zo5)! 273,22S' -m 

FULL YEAR ROLLFORWAIW BY lt.SSETCLASS 

Sltfilljons 

QJ '07 
I Ma.tket ., 

Arroe<~on 

Ptt 

Diadosu.n: r PAM I %.!a 
Reba! an~ 

Net 

Flowe 03'08 I M~=~~ Lao• I Accou.n1a 

Lehrnin Brothcn 

fucd Income 71,719 27,583 (4,307) (3,023) 20,253 (1.522) ?0,4SO 93,105 • 2,656 30% 

Equilio• 1114,215 6,677 (4,800) (t,niJ (44) (2,197) 101,975 97,672 (4,304) ,(jO/fl 

Ahcrrur.il•cs 30,4~7 9,698 (2,94>) 1,3()6 8,0S9 166 39,632 38,642 II 2.7o/o 

Mane;· Markers 69,517 3,008 (IO,J30) (20,644) (27,966) 1,968 42,519 43,805 1,286 ·36% 

Hlgh Net Wonh (PMI) ~.695 (2,944) (2,482) 3,269 (3,619) (350) 350 

Total 274,858 I _ ss,66t I I (25.J2!>I I (26,764)1 3 571 c (5,204)1 273 225 ......__273,225 I (tJI .. f'./, 

•Includct: altt:TtUcivc: :::u .. u:ts 

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 DMSION 10 
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1\) 
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QO 
QO 

AUM'3Q08 
Merchant Banking 

Cap Ill- non dedicated. Other 
Mei"'Chant Banking H 
Merchant Be-nklng~ Ill 
Merohant earaklng IV .. Global 
Me.-cl1ant Banklr'\9 IV - Europe 

Total Merchant ea.,tc.lng 

Ven1;ure Capital 

VenturcJ-CePitEJI: -Fund of Funds 
Venture Capital II 
Venture Cepltet Ill 
Venture Cepltel IV 
Venture Capital V 
European vc 
Huglthcaro 
TOb!iiTVenture caplte.l 

Reol Eetate 
Rearesta-te- Opportunny Fu-ndi 
Real Estat& O~~OI"tu,lty Fund II 
Real estate Mezzenlne Fund 1 
Real Estate Opportunity Fund Ill 
Real Estete Me:a:.anlne Fund II 

Total Rua.t Ei state 

Pf"lv•t• Fund lnvo•tmCillnt• 
LBO Funds 
Sacondat"'y' OpportunUias Fund I 
Co-tnvastrnant Fund I 
Crossroe.ds Fund of Funds 17 
Crossroads Fund of Funds 18 
Cn;:u:.:$rO$ds (f_egacy) 
Emerging Menegers 
Real Assets Fund 
FRR 
NJ Fund of ~unds - Dallas 
Project Copa 
CIC 
a..e Oh~tres!!;led Qppor1unllles Fund 
Secondary OpportunltiGs Fund 4 I 
L6 lndlono PERF 
Ford Fund 
Total PFIG 

Credit Related 
European Mezzenlne li'und I 
CDC Oppcr'tunlty Fund I 
COO OpPQrtunlty Fund I' 
COO Mu;a;.anlne Fuod I 
Loon O~pQrtvnl\y Fvnd 
Clstrossod Struc;tured Cradll 
European MGZZII'11ruB Fund II 

Total Crad(t Related 

lnfl"aSti"UCtUI"O 

MLP Oppol"'\:unlty Fur"'d I 

Tot.al lnfnsotructure 

LBAIM 
I..BAIM 

"rotal LBAIM 

MAP 
Anlse.n 
Baillie Glfrord 
.Jullu~ Beer 
Burgundy 
Global Equity 
-,-cnar MAP 

Total .AUM .. pe Buelnesa 

LEHMAN BROTHERS 

1'~~ . ... , 

PRN.AIE EQUITY FUND_DJS£LOSURE 9/9/2008 9:28PM 

6 
113 

1.054 
:1:,450 

957 

4.580 

6 
14 
'76 

251 
365 

0 
36 

'7'51 

651 
2.059 
1,096 
3.235 

668 

7:?:!2._ 

86 
492 

1.638 
644 

1.513 
139 
155 
92 

660 
105 
587 

B 
267 

1,776 
41 

175 
8~ 

348 
420 
470 
12Z 
671 

6 -
2.:.2!... 

526 

i2ir'" 

4,912 

4,912 

376 
310 
163 

35 
s 

----!.!.!... 
29,830 

AUM2Q06 
Merchant Banking 
Cap I !I- non dedlcatud, Other 4 
Merchant Banking 11 119 
MerchanL Banking 111 934 
M•rc;.tle.nt eanlo<lng IV - GIObliilll 2.450 
Morohent BonKing IV ... europe 1.010 

Total Merchant Banking 4,517 

Venture Capital 

Venture Capital; Fund of Funds 6 
Venture Capitol If 28 
Venture Capital Ill 72 
Venture Capital IV 254 
Vent\Jre Cepltel V 365 
Europoc-n VC 1 
Meolthcere 38 
Tctal Vonturo Capital 766 

Roal Eatato 
Rear Estate Opportunity Fund 1 697 
Reel Estate Opportunity l=u"d II 2.067 
Real Estate Mazz:anlne Fund I 1,065 
Real Estate Opportunity Fund Ill 3,225 
Real E:.state Mezzanine F'und II 565 
Total Real ll;&tate 7,619 

Prlvato Fund lnvo$tmente 

LBO Fonds eo 
secondary oppor1un1t1es Fund 1 492 
Co-lnvestmeot Fuf\d I 1,636 
C..-ossrcads Fund of Funds 17 644 
Cross.-oads Fund of Funds 18 1,513 

CrQSSf'Qods (Legoc:y) 160 
.;merging Msnasors 130 
Real Assets Fund 73 
FRR 660 
NJ Fund of Funds- Dalles 106 
PI"''jeet Copa 571 
CIC B 
LB Distressed Opportunities Fund 265 
Secondary OpportuniUes F'und 1 t 1,586 
LB Indiana PERF 41 

Tot•l PFIG 7,999 

crecll1: Related 
Eul"opGan Muzzanl,.,a Fund I 1.165 
COO 0J'pOrtunlty Fund I 447 
COO Opportunity Fund IE 470 
CDO Me.<t-2:anlne Fund I 123 
Loan Opportunity Fund 671 
Dletreoeod Structured Credit 6 
European Me~enlne Fund II 166 

Total Credit Related 3.068 

ln1raa.truoture 
MLP Opportunity Fund I 607 

~nfi"OOCt"l,oi'C'C:'-Int 607 

I.,.BAJM 

I.. BAlM 4,699 

'l"otal LBAIM 4,699 

MAP 
Ar1.1sen 456 
Baillie Gifford 334 
.Jullu.s Beer 173 
a\.,H"S~ndy Z1 

Total MAP 964 

Total AUM • PE Buslneos 30,2!19 

INVESTMENT MANAGEMENT DIVISION 

•:• European Mezz Fund II merged in Global Fund 
in Q3 and postponed fee and therefore excluded 
fromAUM 

•:• European Mezz Fund I reached end of 
investment period. AUM now reported at market 
value of assets instead of fund commitment 
(consistent with fee billing) 

11 
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Assets Under Management by Business 
(I ttllrJillions) 

Q3 '08 

High Net Worth (PAM) 57~27 

AM Equities 53,079 

AM Fbtallnromc 118,295 

~rivatc Invcstmcu Managcmau 5,250 

Traditional Asser Managcmenr 233,951 

Altan~tivcs 9,444 

Private Equity 29,830 

Altcrn1ltive A .. et Management 39,274 

Touii.Lehman 273,225 

TOTAL% CHANGE: -1% 

A.~••s Under Mamgemenr by A$ser Cia .. 
(I i11 ,,;1/;.,,) 

Q3'08 

FIXallna>me 93,105 

Equitit$ 97,672 

Altanotivc 38,642 

Money M~rkct/Cash 43,805 

Totnl Lehman 27l,22S 

TOTAL 'lo CHANGE: -1% 

LEHMAN BROTHERS 

_,. ........ , 

ASSETS UNDER MANAGEMENT QUARTERLY TREND 

nor 
Tor~/ 

21% 

19% 

43% 

2% 

86% 

J% 

11% 

14% 

Y. or 
TatoJ 

.J4% 

36% 

14% 

16% 

Q2'08 

62,714 

57,471 

111,828 

5,960 

237,873 

9,047 I 

I 
30,2591 

I 

39,306 i 

277179 I 

0% 

Q2'08 

75,290 

109,426 

38,614 

53,848 

Z77,179 

0% 

Ya of 
Tor:J 

21% 

21% 

40% 

2% 

86~ 

J% 

11% 

14% 

~of 

Tatol 

27% 

J!J'A 

14% 

19% 

Ql 'OS 

58,447 

53,783 

122,211 

7,902 

242,343 

8,621 

25,787 

34,408 

276 751 

-2% 

Ql'08 

I 
76,356 1 

101,404 

33,9G4 

65,027 

27~ill_ 

-2o/o 

Quarter Trond 

~of 

Tor• I 

21% 

19% 

44% 

J% 

88% 

3% 

9% 

12% 

Q4'07 

60,192 

57,115 

117,458 

13.661 

248,426 

8,277 

25,424 

33,701 

282127 

3'/o 

Quarter Trend 

%of 
Total 

23% 

J7% 

12% 

23% 

Q4'07 

75,393 

107,078 

33,480 

66,177 

282..127 

3% 

~or 

Tor./ 

21% 

20% 

42% 

S% 

88% 

3% 

9% 

1.2% 

~of 

Tot:J./ 

27'/t 

38% 

12% 

21% 

INVESTMENT MANAGEMENT DMSION 

Q3'D7 

57,677 

55,269 

113,116 

18,279! 
I 

Z44,342 

6,984 

23,533 

30,517 

274 858 

22% 

Q3'07 

71,719 

104,215 

30,407 

u8,517 

274,858_ 

22% 

%of" 
Tor~/ 

21% 

20% 

41% 

7% 

89% 

3% 

!J'A 

11% 

~tJ( 

Totlll 

26% 

38% 

11% 

25% 

9/9/2008 9:28PM 

-

lJ.% 

QJ ·oa ... 
~or 

Q4'06 Total {1.2'08 QJ'07 

49,919 22% -9% ./% 

52,663 23% -8% 4% 

86,084 J8% 6% J% 

16,132 7% .t()% -71% 

204,798 ~1% -2% -4% 

3,639 2% 4% JJ% 

16,457 7% -I% 27"/. 

20,096 9"A 0% 29% 

224 894 .m .J% 

lJ.o/o 

QJ ·oa~. 
~or 

Q4'06 Tor1U {)Z '08 {)J'Ol 

60,956 27~ 14% J(]% 

94,574 42% -II% -6% 

20,8Z2 9~ 0"/o 27% 

48,542 22% -19% .J6% 

J24,894 -1% -1% 
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Flow Type Line of Business 

Contributions/ New Accounts 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Equities 

Withdrawals I Closed Business 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed'Income 
AM Fixed Income 
AM Fixed Income 
AM Fixed Income 
AM Equities 

LEHMAN BROTHERS 

LARGE FLOWS FOR Q3 2008 (ASSET VALUES) 

Product Client 

Structured Products SeaLink Funding 
Core Florida State Board of Administration 
LB USD Liquidity Fund Band & CO. CIO US Bank 
Short Duration Municipal SEI Institutional Tax Free 
Short Duration Municipal SEI Tax Free Money Market Fund 
LB USD Liquidity Fund The Bank of New York Mellon 
LB EUR Liquidity Fund Groupe Eurotunnel SA 
LB USD Liquidity Fund Bank of New York 
Quant Segregated Ace. Blue Sky Group BY 
Core Texas Teachers 
Sub-Advised Funds NB NYIT Socially Responsible 

Fixed Income Band & CO US Bank 
Fixed Income Bluetrend Master Fund 
Fixed Income Management Bluecrest Capital International Limited 
Fixed Income Management Bank of New York- Europe StifSweep 
LB EUR Liquidity Fund State Street Bank GMBH on BehalfofEADS 
LB USD Liquidity Fund AQR Capital Management 
Enhanced Index Delaware - Index 
Fixed Income SEI Institutional Tax Free 
LB EUR Liquidity Fund Groupe Eurotunncl SA 
Mortgage Florida State Board of Admin Enhanced Index 
Miscellaneous American Skandian N & 8 Value 

INVESTMENT MANAGEMENT DIVISION 

9/9/2008 9:28PM 

Flows ln/(Out) 
(in millions) BPS 

20,449 3 

1,788 8 
1,689 16 

1,577 45 

413 45 
397 16 

311 11 

273 6 
262 14 
233 20 

411 N/A 

(2,678) 6 
(2,094) 6 

(680) 6 
(530) 16 
(424) 6 
(409) 8 
(397) 6 
(322) 10 
(319) 11 
(253) 3 
(477) N/A 
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Flow Type Business Segment 

N~w Busin~ss Institutional Asset Management· Americas 
New Business lnstiMional Asset Management· Americas 
New Business Institutional Asset Management . Americas 
ContribUiion Institutional Asset Management · Europe 
Contribution Institutional Asset M~nagemcnt. Europe 
Contribution Institutional Asset Management • Europe 
Contribution Institutional Asset Management· Europe 
Contribution Institutional Asset Management • Europe 
Contribution Private Asset Management 
Contribution Private Asset Management 
Closed Business Funds &. Related 
Closed Business Institutional Asset Management- Americas 
Withdrawal Institutional Asset Management· Americas 
Withdrawal Institutional Asset Management • Americas 
Withdrawal Institutional Asset Management. Americas 
Withdrawal Institutional Asset Management • Americas 
Withdrawal Institution a.! Asset Management· Europe 
Withdrawal Institutional Asset Management- Europe 
Withdrawal Institutional Asset Management - Europe 
Withdrawal Institulional Asset Management· Europe 
Withdrawal !nstirutionnl Asset Management· Europe 
Withdrawal Institutional Asset Management - Europe 
Withdrawal Institutional Asset Management • Europe 
Withdrawal Institutional Asset Management· Europe 
Withdrawal Institutional Asset Management • Europe 
Withdrawal Institutional Asset Management • Asia 
Withdrawal Institutional Asset Management • Asia 
Withdrawal Funds & Related 

LEHMAN BROTHERS 

_,.- ..... 

LARGE FLOWS FOR YTD 2008 (ASSET VALUES) 9/9/2008 9:28PM 

Est. Eff~ctivc 
Strategy Account Name Amount Fee Rate 

Passive Index FLAGSTONE 318 0.07% 
Short Duration INTEGRA TED PAYMENT SYSTEMS ' 233 0.05% 
Passive Index MICROSOFT GLOBAL FINANCE 250 0.03% 
Offshore Liquidity AQR GLOBAL ASSET ALLOCATION MASTER A 243 0.04% 
Offshore Liquidity BLUECREST 362 0.06% 
LB EURJUSD Liquidity Fund LEHMAN BROTHERS INTERNATIONAL (EUROPE) TREASURY FlJ 458 0.06% 
Offshore Liquidity MBAMJANKAKOTLEVERAGEDFUNDLTD 160 0.08% 
LB USD Liquidity Fund STRATEGIC COMMODITIES MASTER FUND LTD 244 0.08% 
Mid-to Latge Cap Value UNION BANCAIRE PRIVEE 2,029 0.60% 
Mid-ta Large Cap Value KUWAIT INVESTMENT AUTHORITY 389 1.20% 
RElT • Specialty MET SERIES· REAL ESTATE (1,212) N/A 
Fixed Income HOUCHENS INVESTMENTS INC. (504) 0.12% 
Fixed Income SEI INSTITUTIONAL TAX FREE (J2J) 0.45% 
Enhanced Index CASeY FAMILY PROGRAM'S PORTFOLIO (163) 0.14% 
Enhanced Index INDIANA PERF (650) 0.05% 
Enhanced Index KENnJCKY RETIREMENT SYSTEM (375) 0.02% 
LB USD Liquidity Fund BLUECREST CAPITAL MANAGEMENT (958) 0.06% 
Offshore USD Liquidity BLUETREND MASTER FUND LTD (780) 0.06% 
Offshore Liquidity CACEISfTOP AZE UK REAL ESTATE FUND (129) 0.00% 
Offshore Liquidity LA SALLE BANK NA. AS CUSTODIAN FOR (744) 0.16% 
Offshore USD Liquidity LEHMAN BROTHERS· ADP CLIENT 12 OMNIBUS SWEEP (104) 0.16% 
LB EUR Liquidity Fund LEHMAN BROTHERS HOLDINGS INC UK BRANCH (419) 0.04% 
Offshore Liquidity LEHMAN BROTHERS HOLDINGS PLC (38S) 0.00% 
LB EUR Liquidity Fund STATE STREET BANK GMBH ON BEHALF OF EADS (437) 0.08% 
Offshore USD Liquidity STICHT!NG PENSIOENFONDS VOOR DE GEZONDHE!D (801) 0.04% 
Offshore Liquidity CATHAY LIFE INSURANCE CO. LTD (276) 0.06% 
Offshore Liquidity GOVERNMENT OF SINGAPORE JNV ESTMENT CORPORATION PTJ (441) 0.06% 
Mid-to Large Cap Value MET SERIES NB PARTNERS IIFN86 (470) N/A 

INVESTMENT MANAGEMENT DM.SION 14 



0 
0 z 
"T1 
0 
m z 
-1 
)> 
r
-1 
::0 

~ 
-1 
:5: 
m z 
-1 
::0 
m 
0 c 
~ 
-1 
m 
CJ 
tD 
-< 
rm 
I 
:5: 
)> 
z 
tD 
::0 
0 
-1 
I 
m 
::0 en 
I 
0 
r
CJ z 
G) 
f/) 

z 
0 

r
tD 
I I; 
m 
0 
0 

"""' ~ ,o 
~ 
"""' <D 
1\) 

......... -"" 

CLIENT ASSETS 

(S in milliorrs) 
I Nov~mber ! December j' JQnunry I February : March April 
... ····· ...................... , ............. - ................ ,................. ................ .... ......... . . . . ................................. ''!'""' 

I 2001 ~ 2001 , 2oo8 1 2oos ! 2oos zoos 
Assets Under Supervision 

····· ..... . ...... .. ........ , ............................ , ....... _ ... ., ................ ·"j"" ...... . .. . .. '("' ................ ., ........... , ............ .. 

l 1 j 
) I 

PIM HNW I 60,106 55,309 1 62,420 52,210 I 45,535 I 
Mutual Funds 11,667 j 12,824 14,1131 11,7561 

[11/emol Fu11ds- Neuberger Liq Series I 5,944J 6,178 I 6,355 4,728 
External Murual Funds 5,7Z3 l 6,6451 7,758 7,02.8 
Fed Sweep 1 3,027 ! 3,680 4,430 4,435 
LB Bank Sweep l 1,204 ) 1,295 1 1,342 942 
lnvesiJJJent MgmtfEMM i 889 j 8891 889 812 

I • 

MAP Exce~al I 7,442 r; 6,906 6,848 j 6,362 

45,243 . 
10,864 
4,055 
6,809 
3,847 

953 
812 

6,676; 
m: Hedge Adv1sor , 590 \ 571 . 559 I 555 

Fee Based Trading l 90 f 90 I 90 1 90 1 90 ; 

~~~~~:: Exchange Funds 
1 3~~ 1 3:; 3~~ I 3~~ :1 3:; [ 

·t.;~7~~P.k::·:·:·:·::··:::::::·:--::·::·::::·:·::::::·:::.·:::··::·~:::::::~:·:::i~·:--·:· .. ··:·:· ,id~-~ · ····:::·:::::,~~#.~~1::~:~:~~~~;~~~+::::::::· ·:· 74:m··l··:::·::::~~:~·:!~;:i~H:~:~::::~-~~~;~~-~ .. ;····: · ........................................................................ - ................ T.. ... ... . . . . . ................ - .. --------.. -·-----........... - . . . . ........................................... _........... . . 

SMAAUA 

LEHMAN BROTHERS 

\ 
~ 

INVBSTMENT MANAGEMENT DMSION 

9/9/2008 9:28PM 

. . ............... ·······--·-··----·-··---~ .. ---··-··· .. ·· .. . 1 ................. ., . 
May I June , July August 
2008 2008 2008 ' 2008 

........... 1 ....... _____ ........... -.-·!··"·-····•·"·'" . i .. . I ~ , 
I 

43,9731 39,360 
11,624 10,256 
4,595 1 3,933 
1 .o29 1 6,323 
3,94211 3,741 
1,002 864 

960 960 

37,623 i 
9,110 I 
3,540 i 
5.570 

1

. 
3,763 

637 l 
900 ' 

37,623 ! 
8,854; 
2,678: 
6,176 
3,493 

633 ' 
886; 

6,7451 5,995j 5,379 ' 5,255 : 
553 . 562 ! 562 . 492 . 
90 ! 90 ~ 90 90 

45 II 451 106 ; 106 
0, 0 0 0 

I 03 i 103 l 03 . 64 ~ 

'64;4'42' ·l .. ::::· .. ··:.:~t~m:;~~;.~:~~~1~:r;.: ::·:: .... ·: :~4:s.t.9 · 
42,007 . 

IS 
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Maruagtmmr P«• 

I [•Rh Nc:1 Wonh (PAM) 

E'!"it)' 

rued Income 

Quut" Trend 

~~~~...BUL 

m 
~I 

... 
163 

9) 

41 

173 

94 

l7 

IGZ 

'lO 

)9 

162 

98 

31 

OtherAni!.Abn!(!m!.mt __ a ____ a __ 15 ____ 12_ ---~-

TriMiicion:a.IAIIK"' M:uua~mc:n1 J02 JO.I l19 J04 299 

.-\M AhemalWes 14 17 It; IG 12 

Pri\'2f.e:= Equiry ___ 19 ____ 8_5 __ 71 ____ 6l ____ 6~-

Alccrnll1ivcAuc\ M~enc ,.. 101 87 79 81 

----- ----- --- ---- -----
Toe-a! Man'S'cffimcf'e~ ~ ~ ~ ~ ___,l!L 

Ato~eta Under No~mem 

lliKh N" Wonh (PM~ 

A.\t~itia 

A . .\1 Fi:~al tnccrnc 

57,l2l 

5:1,01? 

118,2?1 

62,714 5~447 

S71471 53,'78] 

111,828 122,211 

60,192 

57,115 

117,418 

57,677 

55,U9 

IU,ItG 

Otbcr ~~~~~ 

T"od.idonaJ AISC"' blM::ag.:ment 2Jl,9S1 1J7,81J 142.343 241.426 244,34:! 

AJ1cm:arh'C:S 9,44-4 9,G47 8,G21 8,277 l.,984 

Print~;Esuitv ~ ~ ......!U!!.., ~ ~ 

AlrcmativeAu.el Man~eru :w;m l9,J06 l4,40a ll,7VI JO,!il7 

-------------------

.":'~\ 

EFFECTIVE FEE RATES 

4-;, Fi~~ealYc:at IJ..Y, 
f2J-:o;-;;:-- <lTD '01 11 

{)2 ~8 OJ '07 m .!!E..:2L lTIJ '07 

.J% 

·1'.1 

.... 
!'% 

-ll< 

,JJ1'1o 

""" ·7'/. 

.ZO/i 

·9% 

""" 6" 
.ttl'/. 

·2'/. 

'>• 
.,,.. 
0% 

-~~ 

·1'1• 

494 

ll9 

<SS 

2?0 

J.W, 121 64 

-1% __ J_t ___ 24_ 

"' 
21% 

'""· mt 

"' 

.,,.. 
"'" 
i% 

·ll% 

--~~ 

925 85J 

47 28 

____m_ __.lli... 
lSI 187 

~---1!!:!!!.... 

57 ,l27 57 ,6"17 

Sl,079 lS,ZG9 

1111,2'JS 113,116 

~~ 
233,951 l44,.14Z 

)P,.:. 9,44.4 6,984 

1~. 2.9,830 ~ 

:m-. J9,%74 JQ,!il7 

Vt't 

Jf, 

#% 

Jt,.. 

w. 

.U% 

48% 
$/)'/, 

I~ 

-1% .. ,. 
SY, 

~Tt-,'t 

-Ill 

1$,. 
11% 

~ 

Toool Aooeo M.,.gemeno ~ 7:171179 ...lZ§.Zll_ ....m.J:lL Z74.8li .m ·I'A ..m.m..~ .. m 

EIJ"caiw.e Pi!C! Rates 

li1g,h Nc1 Worth (PA~l) 

MIEIIluiTic:s 

AM Rscd Ineomc 

Doha 

Trad.ldlilnal A-..::t .M~rn~t 

Ahem:ari'u 

t.l'l6'/• 

O.G6!/, 

0.15'/. 

l.fll!'/• 

o.c.7•;, 
O.t.;•;, 

1.1rw. 

0.6.VI• 

o.1:w. 

1,10"1· 

0.64'1• 

0.14~~ 

1.12"'/t 

Q.G'I'/> 

0.1~/. 

~~~~~ 
0$1% ~w. 0.5~1. OH/, o..scrt. 

0.62% 0.75% 0.7-4'/• 0.83'¥· ().14'1• 

Pfii,ICJ!IJI!iry ~ ~ ~ t.QJ•f, --.J1ll!. 
Ahcrn.arlvc ,Aue1 Mu:~IIICm~ll 0.9$•!. 1.10'/, l.O'Z"/t 0.9r/t J,l4'/, 

---------------------
Tcr-ai.EiroeetivcFccRar~ ~ ~ ~ ~ ~ 

b in bui• polnt1 

-1tp', 41,·, ., ,,,., ·) ,,., 
IIJt'l Jtp', 

f1Jt'l O{fl't 

lbp'- 16p'tr 

-1/lp', -lll<p'J 

-lilfl'l .]()ltfl'J 

-Ubp'• ·19bp'l 

·lbp'l lbp'• 

1.12',<. I.Ol~. 

0,67"'/. 0.69'1. 

O.L4~'• O.JO'/. 

~~ 
0..51"1• OA6-I• 

0,71Y/. 0.50"/o 

~~ 
I.CIJYt 0.78"'1. 

<l.ss-/. a..so-;. 

A inb.u.itf'Oinr• ,,., 
,J ,., 

41p~ 

Nlf>'t 

Sbp'• 

20lp'J 

271{''1 

ZSbp•• 

lbp'• 

9/9/2008 9:28PM 

Total Assets Under Management 
AUM vs. Effective Fee Rates 

0.70% 300 

0.68% 

0.66% .. 
~ 0.64% 

~ 0.62o/o .. 
.:: 0.60% 
l:i 
~ 0.58% 
Ill 

0.56% 

0.54'/o 

0.52% 

QZ '07 · Q3 '07 Q4 '07 Ql '08 Q2'08 Q3 '08 

~Total Aucu Ufl.c!la~r211~ancrH --lt- EffMivc Fee lUtes 

Comments; 

Lehman's Q3 '08 effective fee rate of 0.57% 
decreased versus Q2 '08, due to a a change in 
assets mix of PAM towards fixed income, a 

decrease in Alternative rates led by a 1 Obps 

increase in the sub-advisory fee paid to Gresham 
for SCF, a change 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. 

250 

200 

150 

100 

50 

0 

MAP fees have moved from Asset Management management fees to Private Equity Other Fees. History has been revised. 
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PRlVATE INVESTMENT MANAGEMENT REVENUES 9/9/2008 9:28PM 

{JiiJNilliMI} Monll\ Trend QYanor Trend 6 % '1 Mon1ha Ending Ausus1 1:. % Rccorc!Jo 

QJ ·as "· lTD 'O& " 

Jun '08 . .. Jul '08 Aug '08 I Ql '08 I I QZ '06 I Ql '08 Q4 '07 Ql'08 QJ '07 YTD '08 YTD '07 ..IT£1!L_ Q1r Record ...,S!!_ ~ ~ 

59 40 30 ~ 167 115 ·2?'/. ·14'/. 479 421 14!'o 183 Q2'06 479 YTD'OB 

48 60 37 5 184 184 ./4o/. .}l!'o 498 500 .lo/, 184 Ql '08 500 YTD "0'7 

107 100 67 4 ~ __l2L 334 ..22~ -18Y. !116 _ ____2li_ 6Y. 352 Q1 '08 976 YTD '08 

FlD 

Eq_uily 

TotalP!M 

Regional Revenue 

Amcrias 

fiurope 

J\si:aP:adtic 

To1al PIM 

74 

J2. 

107 

76 47 

1.6 21 

(2) 0 

100 67 

197 

~ w "'k] -)0"/. 

78 84 ~8 54 17'14 

4 s 2 ·161"1'· 

274 ~ __l2L 334 .. .zz" 

-2ll!r. 741 765 -J% 283 Q2'08 765 YTD'07 

..U% 230 135 71% 84 Ql '08 230 YTD'08 

-15.2"/o s 21 -77'/. 23 QJ'06 Zl YTD'07 

.,J,,.~ 976 9Zl 6Y. 352 92'08 976 YTD'08 

03 '08 vs. 02 '08 

556 
5114 
2.3 

557 
558 

2.1 

555 
544 

1.5 

556 
544 

2.0 

553 
563 
2.5 

547 
549 

2.7 

538 
549 

22 

•:•Private Investment Management revenues of$274mm declined 22%, or 
$78mm versus Q2 '08, due to a combination of lower industry wide activity, 
client sensitivity to transacting with Lehman as a result of press coverage, (IR's 
focus on addressing client concerns) coming off a record Q2 for FID product. 

•!• Fixed Income PIM revenues of $129mm decreased $54mm or 29% from 
the prior CJUarter. Declines were seen in most asset classes including: 
Securitized Products, High Grade, Global Rates, and Municipals down $18mm, 
$15mm, $1lmm and $8mm respectively. Of the $18mm decline in Securitized 
products, S9mm of the variance was due to an ABS derivative unwind {!vforgan 
Stanley Capital Services) transaction in the second quarter. 

•!• Equities PIM revenues of$145mm decreased S24mm, or 14%, versus Q2 
'08 primarily due to declines in Execution Services of $12mm and declines in 
Volatility of 9mm. 

•!• PIM's Capital Markets annualized productivity decreased to $2.0mm from 
the Q2 '08 level of $2.Smm, driven by lower revenues in Q3 '08 vs. Q2 '08 

534 
549 

2.5 

03 '08 vs. 03 '07 

556 
544 
2.0 

534 
549 
2.5 

•!•Private Investment Management revenues of$274mm decreased by 18%, or 
$60mm, versus Q3 '07 due to a combination of lower industcy 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. 

•!•Fixed Income PIM revenues of$129mm decreased $22mm or 14%, versus 
Q3 '07 primarily driven by declines in High Grade and CDO's of $8mm in each 
product. 

•!•Equities PIM revenues of$145mm decreased $38mm or 21% versus Q3'07 
primarily driven by declines in Execution Services, Equities Syndicate and 
Volatility of$16mm, $8mm and $5mm respectively 

•!• PIM's annualized capital markets productivity has decreased to $2.0mm 
from the Q3 '07 level of $25mm due to declines in revenue. 
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0 
0 z 
"11 a 
m 
z 
-t 
)> 
r 
-t 
:;u 

E 
:s: 
m z 
-t 
:;u 
m 
0 
c: 
m 
(/) 
-t 
m 
0 
OJ 
-< 
r 
m 
:I: 
:s: 
)> 
z 
OJ 
:;u 
0 
-t 
:I: 
m 
:;u 
(/) 

:I: 
0 
r 
0 z 
G) 
(/) 

z 
0 

r 
OJ 
:I: 

I~ 
m 
0 
0 ...... 
~ 
10 

!! 
N 
...... 
tD 
()I 

,-·~" 

PRIVATE INVESTMENT :MANAGEMENT REVENUE TREND 
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Reai.I!.stall; 
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PRIVATE INVESTMENT MANAGEMENT SALES FORCE VIEW 

($ i11 millio11.r) 

High Net Worth 

E<Juicies 
Fixed Income 

Total High Net Worth 

FIDICG 

E<juities. 
Fixed Income 

Total FID ICG 

Equities ICG 

Equities 
Fixed Income 

Total Equities ICG 

Total All 

Asset Management/Ocher 

Add Back Equity Syndicate Hairrut 

Total PIM 

Q3'08 

58 
33 

90 

(1) 
92 

92 

91 
1 

92 

274 

62 
6 

342 

Q2'08 

61 

48 

109 

1 
135 

136 

106 

1 

107 

352 

81 

6 
440 

Quarter Trend 

Q1'08 

67 

41 

108 

19 
125 

145 

98 
1 

99 

351 

76 

5 

432 

Q4'07 

79 
34 

113 

3 
80 

83 

101 
1 

103 

299 

88 

9 
396 

Q3'07 

69 
46 

115 

7 

103 

110 

108 
1 

109 

334 

69 
8 

411 

' 

I.A~nualized Avg. IR P~odud:ion 2.0 2.5 2.7 . 2.2- - 2.5 I 

LEHMAN BROTHERS INVESTMENT MANAGEMENT DMSION 

9/9/2008 9:28PM 

A% 

Q3 '08 v.r. 

Q2 '08 Q3'07 

-6% -17% 

-32% -29% 

-17% -22% 

-158% -111% 

-31% -10% 

-33% -16% 

-14% -15% 

-29% -1% 

-14% -15% 

-22% -18% 

-24% -11% 

4% -24% 

-22% -17% 
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!MD TRADITIONAL & ALTERNATIVE AM PRODUCT PERFORMANCE 9/9/2008 9:28PM 

Money Managers 
' Fund Performance Benchmark Performance Verse Benchmark 

3 Month July YTD 3 Month JulyYTD 3 Month JulyYTD 

Straus/Schwartz (9.2) (11.0) (8.0) (12.7) 3.4 1.6 

Kaminsky (4.1) (5.3) (8.0) (12.7) 8.6 7.4 
Bolton (6.4) (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 Performance Benchmark Performance Verse Benchmark 
3 Month Ju1yYTD 3 Month JulyYTD 3 Month JulyYTD 

Genesis (2.3) (0.4) 0.1 (6.0) (2.5) 5.6 
Partners (9.7) (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) 3.3 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 JulyYTD July JulyYTD July JulyYTD 

Strategic Commodities Fund LLC -9.8% 14.1% -4.2% 10.0% -5.6% 4.1% 
Liberty View Convertible Arbitrage Fund, LLC Onshore -3.6% -9.0% -2.1% -7.6% -1.5% -1.5% 
LibertyView Credit Opportunities Fund, LLC Onshore -2.3% -9.9% -0.4% -4.5% -1.9% -5.4% 
Liberty View Credit Opportunities Fund II, LLC Onshore -2.3% -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% 

LEHMAN BROTHERS INVESTMENT MANAGEMENT DMSION 20 
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Q3 ·oa frond 

Jun ·oa Jlll '08 Auo ·oa 

11Mlsllnon1 Bankl"!! 103 170 1~ 
Caplt~ Mallcals 1?9 (~) (2,168) 
ltMJitmont ManaQomonl 206 197 86 

us 4ell (liaS) (U7Bj 

lm.aslmant BanJdng 108 so 23 
C.ol!aiMallco!O (92) (611 (9811 
1>1\estment Ma.nagemenl. 44 38 38 

~ropo & tho Mlddlo !all 59 16 (919) 

m.o:atment Barj(ing- 15 9 3 
Cooilal Mafo<ota 150 (1301 (731 
h\oalm.ont Managemanl • 1 6 

A.aa.P•ciR~ 168 (119) (64) 

nustment BanJting 5 10 2 
Capital Marf<OII 1 2 0 
~~rnenl Mar\agoment 1 9 5 

Other Amorlc.&l 7 21 7 

lmuSirner.l Bankir111 229 250 133 
COjlltal Marf<oll 238 (1,165) (3.222) 
lnwslrnent Menaoement 254 244 135 

Totat Lohm•n l'21 670 2.954 

lrn.oslmanl PIJ~ing 120 69 27 
Co~I~MIIII<o!O 59 (2111 (1,0541 
IIMialment ManagemMll 4B 39 44 

Non-Amaricas 226 (1031 (9841 
" of Firm Rlrrirlnues 31.4% 15.3% 33.3% 

bnostmenl Banking 125 80 29 
capital' Marka1s 59 (ZO!l) (1,054) 
nwarrnent Management 49 48 49 

Non.US 233 (&2) (978) 
II ol Finn Ra>Muos 32.3% 12.2'11 33.0'1. 

EuropO & tht MKid~ ea.t Ra..,.nua 'rnnd 

I ·m1n" "d~= e , .. --1.000 

i -~GOO iiiCcc 

I "'·~r (iOO) (I,CIOOJ 

(l.soaJ 

·CapiDI~ Q~JVI'Dr&BAnlli'l; ghv••nwll~~ 

LEHMAN BROTHERS 
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Regional Revenue -Summary 

QumrtorTrotld' 6% 
Q3 '08 VOI"'IUI 

Q31!B~ Q1"0B Q01!7 QJ '07 Q2-c!l 

317 539 511 621 694 ~ 
(U44l 11.S2n 56 4a1 rn 93% 

499 698 n• 679 619 .:10% 
(2.078) (290) 1,342 1,~ 2.lllli 617'1' 

189 212 264 249 310 .1'\'%, 
(1,1541 (6241 339 1,239 1.038 40% 

120 113 159 118 148 6'/o 
(945) (499) 760 1,603 1,496 69'1. 

27 70 82 53 !10 .(!"" 
(54) (241 1,274 ll95 G67 124'1. 
11 11 12 13 12 2% 

(15) 57 1,348 1,061 728 "'" 
17 38 31 11 17 -54% 
3 0 1 13 4 1060% 

14 26 24 23 25 -44% 
J5 64 56 •• 46 .C5"li 

611 656 867 831 1,071 ·2II'JO 
(4,148) (2.374) 1,612 2,127 2.435 75% 

634 948 968 832 802 ·2S'I. 
,903 669 3,507 '-:ISO 4,)08 335'14 

217 211Z 3~ Z99 360 -2:!% 
(1,207) (8471 1.612 2.23-1 1.705 42'1. 

131 124 170 131 160 6'1. 
(660) (4411 2,108 2,664 2.225 95% 

29.6% 66.1 1.4 1!0.1% ao.7'11 51.6% .:!0.5% 

234 319 356 310 3n ·27% 
(1,204) (147) 1,614 2,246 1,71)8 42% 

145 150 1!15 154 185 .;no 

(825) (376) z. 164 2,710 2,270 1111'to 
28.4% 56.6'4 61.7% 61.7'11 c__52.7% ..28.2'11 

Alli1i•Paclrk R.'WIMI Trtnd 

I I • iii IIIII d nl t J ~ 
-QI-02 <D Qol 01 02 03---Q4-()~-Qt-01-~-m-Q4-CU-Q2-Q3 (200) 

~~~~~~~~~~~~~mwwu~w 

·~*lelll Dtlrillltn:w'll~ Cl'wiD'mnl~l ' 

QJ'Q7 

-46% 
ria 

·21% 
ria 

.J9% 
rJa 

·19'1. 
niB 

-45% 
nla 

-4% 
rJa 

2% 
.Q% 

-42% 
·23% 

-43% 
ria 

..21% 
nil 

-40'11 
nlo 

·18% 
nla 

·22.0% 

·38% 

"'" ·21% 

"'" -24.3% 
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Yltl 4% ~ 
Sl Month• EndGd YTD 2008,.. 

2001 2007 YTDZ007 a •• ,., YTD 

1.427 2.002 ·2:9% 02 '07 FY 2007 
(4,4141 4.091 rJa Q1 '07 FV 2006 
1.961 1,&61 S'lo 01 'Oil FVZOOS 

(1,026) 7.954 .-~. Q1 '07 FV 2006 

8&4 954 ·22% 03 '07 FY 2007 
11.6391 3,519 f'Ja al '07 FV 2007 

391 320 22'1. 01 '011 N20oa 
(593) 4,&93 ria Q2'07 FY 2007 

159 153 4% Q2 '0:1 FY2005 
1,197 1.911 -37'1. 01 '011 FY2007 

34 20 70'1. Q1 '04 FV2004 
1,390 2.094 ·33% Q1 '011 FY 2007 

B5 62 3811. 
5 10 -49'1. 

65 64 1'11 
156 1>8 14% 

2.336 3.011 ·24% Q2WFY~ 

(4,8511 9.530 ria Q2WFY~ 

2.451 2.265 8% Qt'OIIFY~ 
(65) 14167 nlo 02WFY~ 

824 1.007 ·18% 02WFY~ 

(4421 5.430 nla ll'WFY~ 

425 340 25% Q1'011FY~ 

BOe a.m -38% ~WFY~ 

·1250.0% 45.6% ·1295.6% 

909 1.069 ·15% 
(438) 5.439 nla 
490 404 21% 
861 6.913 -86% 

·1490.3% 46.5% ·1536.8% 

Hon.Amarh;:u %Trend 

i=liO.OY. 
•~u r.tr GO.O'J. 
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Americas BPM to Segment Rec 

BPM 

Underwnllng Fees 
Munls 
Senklng Prin~lpal Tllins~cUons 
Banking NGllnl8lliSI 
Am/Oimr Banking 

Banking Adjuslmenls 

Global Trading Stralegles 
Global Principal Strategies 
Direct Pllnclpallmeslmenls 
Global Opportunllies Group 
Asul Management Principal 
Private Eqully Principal 

Pr1nclpal Acf)ustmorrto 

PIM 
Fhm RelaUon&hlp loans 

Cradil Spread 
CDS Trade 
Credit Reserw 
Valuallcn 
SINCIU18d Trades 
Banking Trades 
Asia EO F~ 
Olher 

Non-<;o"' Adjulilment:l 

Segment 

BPM 
Banking Oll>el 
Banking 50'/o 

UndetWrillng Fees 
Munls 
Other Banking 

Capital Markets Banking 

Principaltransacllons to FlO 
Princlpaltransacllons to Equ'ly 

Sublotal PrtncJpal Transaetlons 

Banking Net Interest 
AM/Other Banking 
Non .COre 

Fixed Income 
(3.689) 

(55) 
(53) 

(288) 
(61 

(401) 

(212) 

(73) 

::' 5) 
(418) 

(74) 
(6) 

813 
42 

81 
(5) 
12 

7~ 

1,022 

!3,650) 

1.: Banking :=-J 
(6) 

64 
43 

187 
53 

240 

288 
(4) 

294 

8 
(1) 

(180) 

[s&gn.-erit- =mJ 

• Includes aiiiMD I PI N Prindpa! Rewnues, excluding PIM 

LEHMAN BROTHERS 

Capilli Mari<e~>; 
EQ<Jilies 

660 

(133) 

4 
(2) 
1 

(130) 

35 
(1) 
31 

(10) 
(54) 

2 

(120) 
6 

271 

9 

1 

45 
328 

709 

CaDilal Markets 
(3.029) 

(187) 
(53) 

(284) 
(8) 
1 

(531) 

(177) 
(74) 
31 

(48) 
(149i 
(416) 

(194) . 
1,084 

42 

90 
(5) 
12 

124 

1,350_ 

__ j~941 

I lnwotmoni Mgmt I 

SPM' 

PIM 

AM Seed and Slrateglc 
AM Perlcm>ance F """ 
AM Monagemenl Fees 

Assai Management Principal 
Pri1<1le Equity Principal 

IMO Principal Adjusunents 

112 

194 

46 

2 
48 

149 
197 

!Segment -- --50!] 

Regional Overview - Q3 2008 

9/11/2008 3:19PM 
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lnwstment Banking 
Equities Capital Markets 
Fixed Income Capital Marltets 
IMD 

I TotalArru:rlcu 
-

% of Firm Ro.mnue.s 

Lehman's Americas Market Share: 

Total Equity (induding tights) 
Common Stodc 

IPOs 

Semndary 

Convcniblcs 

Total Debt 

Investment Grade 
Leveraged Loans 
High Yield 

M&A Complctal 

M&A Announa:d 

Americas Headcount Q1D 

Jun '08 

108 
75 

105 
207 
495 

68.6% 

11.7% 
10.2% 
0.0% 
II .So/a 
11.4% 

3.8% 
3.5% 
1.4% 
4.8% 

21.7% 

15.5% 

Q3 '08 Trend 

Jui'08 Aug '08 

181 106 
355 279 

(1,309) (2,447) 
205 91 

(568) (1,970 

84.7% 66.7% 

9.3% 
5.8% 
0.5% 
8.5% 
7.5% 

4.4% 

5.2% 
1.8% 
5.4% 

35.1% 
30.9% 

f ....... '. 

Americas Summary 

Q3 '06 Q2'08 

395 576 
709 644 

(3,650) (2,171) 
503 724 

(2,043 \.126) 

70.4o/, 33.9% 

Fiscal Quarter Trend 

91'08 94'07 

9.3% 4.0% 
8.9% 4.7% 
~2% 5.0% 
9.4% 4.3•/o. 
6.7% 138.8% 

7.1% 7.5% 
9.~% 4.2% 
1.9% 7.1% 
0.0% 8.7% 

12..1% 32.7% 
15.7% 8.6% 

ChanGe 

Quarter Trend 

Q1 '08 
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Europe & the Middle East- Executive Summary 

Second consecutive quarterly loss $(845)mm, 
offsetting positive Q I '08, bringing YTD revenue 
to $(583)mm 
Results were driven by $(1.4)bn of asset 
writedowns including $(1.1 )bn in residential 
mortgages, $(0.2)bn in commercial real estate 
and $(0.l)bn in leveraged loans, offset by $0.2bn 
allocation of the Firm's debt valuation gain. 

Fixed Income: 

Equities: 

Trading loss in Interest Rates due to June 
GBPIEUR yield curve inversion offset by FX 
trading gains from strengthening USD in July & 
August 

Losses in Convertibles due to Fortis profit 
downgrade 
Losses in Equity Derivative Exotics due to a 
reduction in forward dividend yields and short 
vega/long correlation positions drove reduction in 
Equity Facilitation revenue 
Losses in Private Equity due to Real Estate and 
Euro Mezz funds; and losses were also recorded 
on Bluebay and GLG shareholdings 

Investment Banking: 
LEH ranked 6th in M&A Announced league 
table, up from 11th in 2007 
Strong ECM revenue boosted by several large 
rights issues 

Investment Management: 
II% increase in regional AUM from $32bn to 
$36bn including $1 Obn from Saxony mandate 
offset by Liquidity fund redemptions 

LEHMAN BROTHERS Regional Overview - Q3 2008 6 
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Europe & the Middle East BPM to Segment Rec 

SPM 

UndelWritrng Fees 
Munls 
BMklng Principal TransacUons 
Banking Net Interest 
Am/Other Banking 

Banking Adjustments 

Global Trading Strategies 
Global Principal Strategies 
Oirvc\ Pri~P"I lnwstments 
Global Opportunliles Gnoup 
Asse\ Management Principal 
Private Equity Plinclpal 

Prtnclpal Adjustments 

PIM 
Firm Relationship Loans 

Cradtt Spread 
COS Trade 
CreDit Reserw 
Valuation 
StJ\lcturad Trades 
Banking Trades 
Asia EQ Fx 
Other 

Non.Core Adjustments 

)SeAmen! 

BPM 
Bankl"ll Ollset 
BanklnaSO% 

Underwrillng Fe .. 
Munls 
Other Banking 

Caplblt Marl<ets 84nldng 

Princlpallransactloos to FlO 
Principal ltal\sectlcns to Equity 

Subtots I Prlnclpol Tro nOildlono 
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AM/Other Banking 
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-
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[1.0711 

I 114nldng I 
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46 
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48 
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[sasmoirit 1as 1 

• Includes all !MD I PI JV Principal R""'nuos, excluding PIM 
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(0) 
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-
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35 
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(83) 

Capitol Markets 
(1,261) 

-

BPM' 

PIM 

AM Saed and Strategic 
AM Perbrnanee Fees 
AM Management Faas 

Asset Management Principal 
Prii<Jio Equity Principal 

IMD Prtnclpal Adjuslments 

(25) 

(48) 
5 
0 

(69) 

(14) 
(0) 
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(19) 
(12 

(106) 

(78) 
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35 
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Regional Sales Credits- Europe & the Middle East 

Current Quarter Data Quarter Comparatives 6% YrD 
Q3 '08 versus 

Jun '08 Jul '08 1\.u~ '08 Q3 '08 lo2 '08 I 01 '08 04 •o1l 03 •o1 Y- -- Y- -· ----
SALFS CREDITS DATA 
Total Execution Services 34 38 24 97 114 140 143 170 ·15% -43% 350 

Convertlbles 1 1 0 2 3 4 6 4 -28% -46% 10 

Volatility 43 42 37 122 122 238 255 212 0% -43% 482 

Equity Capital Markets Prirnl Services 46 24 15 85 192 82 65 132 -56% -35% 359 

Equities Cofllomte (3) (1) (4) (6) (29) (59) (47) -40% -92% (39) 

Total Equities Sales Credits 122 104 77 302 424 435 410 471 -29% -36% 1,161 

Interest Rate Products 45 39 26 111 117 118 70 172 -S% -36% 345 

Foreign Exchange 20 22 22 65 83 84 85 87 -22% -25% 232 

Total Uquid Marice Is 65 62 49 176 200 202 155 259 ·12% ·32% 578 
coo 13 31 13 56 30 109 51 48 93% 20% 195 

H~Grade 7 7 4 19 27 27 29 30 ·32% -38% 73 

High Yiek! 4 7 5 16 13 11 21 45 28% -64% 40 

Total Credit Products 24 45 23 92 70 146 101 122 32% ·24% 308 

Total Secwiliz.ed Products 5 11 13 29 27 26 16 32 6% -9% 82 

Real Estate 1 1 0 2 4 9 14 1 -38% 179% 15 

Energy Trading 22 2 2 26 33 30 19 11 ·23% 131% 89 
FID Capital Markets Prime Services 11 a 7 26 35 38 40 21 -26% 24% 99 

FID CoTJ)Ilnswance Prod (1) (23) 1 (23) (9) (34) (29) (43) 145% -47% (66) 

Total Fixed Income Sales Credits 126 106 9il 328 360 418 316 403 ·9% -19% 1,105 

I Total Europe & Middle Elise Sales Cred 248 210 172 630 784 853 726 874 -20% -28% 2.267 

LEHMAN BROTHERS Regional Overview- Q3 2008 

9/ll/2008 3:19PM 

A% Records 
YTD '08 vs. 

---. --- -. ----- ;:s.------

430 -19% 170 03 '07 

13 -21% 6 04 '07 

510 -6% 255 04'07 

367 -2% 192 02'08 

(61) -36% 
1.258 -8% 471 03 '07 

368 -6% 172 03'07 

200 16% 87 03'07 

568 2% 259 03'07 

182 8% 109 Q1 'OS 

69 5% 30 03'07 

89 -SS% 45 Q3'07 

340 ·9% 146 at 'OS 

55 48% 32 03'07 

2 nla 14 04'07 

20 347% 33 02'08 

52 92% 40 04'07 

(97) -32% 
940 18% 418 Q1'()8 

2,198 3% 874 03"071 
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Europe & the Middle East Summary 9/J 1/2008 3:19PM 

Q3 '08 Trend Quarter Trend 4% YT'D A 'I• 
Q3 '08 versus 9 Months Ended YTO 2008 vs. 

Jun '08 Jul '08 Aug '08 Q3 '08 Q2'08 Q1 '08 04'07 03'07 Q2'08 03'07 2008 2007 YTO 2007 

lnwslmenl Banking 106 GO 23 1S9 212 264 246 310 -11% ~9% 664 854 -22.% 
Equities Capital Mar1<els (18) 64 (1as) (a3) 119 a4s 1,053 587 n/a nla 285 19aQ -85% 
Fixed lneome Capital Markets (74) (146) (851) (1,071) (943) 89 186 451 -14% nla -1925 1599 nla 
IMD 44 38 38 120 113 159 118 148 6% -19% 391 3aQ 22% 
1 Totlll wrope & the Middle Eu1 58 16 919 (845} -~99) 760 1,603 1,496 -69% n/a (583) 4,693 n/a __ j 

-·-- --- - -------

:Lelunan's Europe Market Share: Fiscal guarter Trend 6% 9 Months Endi!!lil Ma;r: A% 
QJ '08 I'S. }TD'08 IU 

3 '08 02'08 gt '08 ~'07 03'07 Q2'08 QJ '07 YTD'OS YTD'07 lTD'07 

Total Equit)' (induding rights) 4.0% 2.6% 0.3% !.0% 1.7% 54% 129% 2.7% 1.8% 52% 
Common Stock 4.1% 2.1% 0.0"/o O.Oo/o o.o% 94% rda 2.6"/o 0.6% )61% 
ll'Os 1.6% 0.0% 0.7% 0.6% 0.4% 11/tJ J07% 0.7% 1.7% -60% 
s~ndary 4.4% 2.8% 0.0% 1.1% 2.8% J8% 59% 3.3% 2.0% 60% 
Convertibles 0.0% 4.8% 0.0% 1.3% 0.0% -100% 11/a 2.8% 0.6% 182% 

Total Debt t.S% 2.4% 2.6% 1.6% 3.1% -24% -41% 2.3% 3.5% -35% 
Investment Gr:ule 0.7% 3.2% 2.7% 0.9% 1.3% -78% 46% 2.3% 2.9% -21% 
f..ever.~ged Loans 0.6% 0.4% 0.0"/o 0.0% 1.8% 37% -66% 0.3% 2.9% .S8% 
Hign Yield 0.0% 0.0% 0.0"/o 0.0% 7.6% 11/0 ·100% 0.0% 5.4% -100% 

M&A Completed 25.1% 40.5% 12.1% 37.6% 9.2% -J8% 174% 26.3% 9.6% 174% 
M&A Announced 16.9% 26.4"/o 8.5% 7.9% 8.3% -}6% 103% 18.0% 19.8% -9% 

'llloool!ook•l > P.ll<e 
Europe Headcount QTD 3001 4001 1908 lOOII JOOil 490!1 100§ i!92~ 2061 2Ubi ffi)9 

Chonge Real GOP 2.3 1.4 2.7 .(1,8 .(1,4 0.8 1.0 o.a 2_6 12 0.7 

-~ 1.7 0.6 .(),I .(1,6 0.5 0.4 0.5 0.8 1.6 0.4 0.6 
SlllllOOS Adds Terms Tn~nsre~ 8/3112008 __ N __ ~ f"Oio:i i:nvmllnenl u 4.5 6.1 ~6 .0.3 -1.4 -1.5 -1.8 42 1.8 ·1.4 ---- --- ----- ----- ao..rrvnano~ 2_1 12 12 22 2.0 1.6 1.6 1.6 2.4 1.6 1.& Fixed ltu:~ 954 100 (91) (52) 921 (43) -4% e_,. al gooj> ond- 7.3 1.7 1.4 -1.5 .J.S 3.9 3.8 2.8 6,1 2.8 2.4 

Equitjes, 623 58 (38) I 644 21 3% 1nlj1011Saiii'Dlsn- 9.2 -1.4 7.9 -1.6 -26 2.A 2.0 1.6 5.5 25 1.4 

Prime Sm"ic"' 182 11 (10) (I) 182 0'1. 
Caltrbrlions to COP: 

o..r...t;ci"NJ..to. 22 1.6 1.5 ·1.0 0.6 02 O.J 0.4 2.3 0.9 0.2 
lnvc•nncnt Bonking 750 68 (66) (4) 748 (2) 0'/o - 0.8 -1.5 1.3 0.1 .o.s .02 .().I .02 o.o 0.1 00 

NO!- .0.7 lA .01 0.0 .0.4 0.7 0.8 0.6 0.3 0.2 0.5 
hwt:stment M~r:mcN Unompbymonl r.l!8 1.4 7.3 12 7.3 7.4 1.1 u 8.0 1,4 1.4 e.o 

PrivAte lnvcs.trren.t MMagernenr 114 (9) (3) 102 (12) -II% ~P<Ifornployoo 22 2.7 3.1 JA 4.2 4.1 32 2.5 2.4 3.7 2.3 
l..al>u ptodldvily 0.0 05 0.4 0.6 0.5 0.4 0.4 O.J 0.8 o.s O.J 

Asset Mmmgancnt liS 13 (II) (3) 114 (I) ~1% Unil.bbowcods 1A 2.0 2A lS 3.5 3.7 2.8 22 1.5 3.0 2.0 

Priva<o Equity 98 9 (8) 6 lOS 1 7% Ccnswnerpricao 1.9 2.9 3.4 3.6 J.9 l.l 2.3 1,7 2.1 J.S 1.0 
Cora a:nsumer pricutl. 1.9 1.9 1.8 1.7 1.7 1.8 1,7 1.8 I.S 1.8 1.8 

ToOIIIMD l27 22 (28) 321 (6) -2% EC8moinrofi.nrlo •.co 4.110 4.00 4JXI 4.25 •.25 •.oo 3.60 4.00 4.25 3.00 
Pril1eipollnvesting 20 (4) 2 18 (2) ·Ill"/. lolnoo1h filtOS 0.79 4.69 4.73 4.95 4.93 4.90 4.sll 3.90 4.69 4.90 3.40 

1D-)I'brnl)itld> 4,32 4.32 3.90 4.60 4.00 3.95 3.80 3.15 4.32 3.95 3.75 
Mang:~go Copital 721 ~ (J31) (6) 438 (283) -39% r.o...., 1.39 1A6 1.50 156 1.~ 1.43 1.40 1,40 us 1.43 uo 
Toml Corporote Oiviiions 2 399 ----~- ~ ____ 53_ 2 291 __!l.Qft ~ Hota.•Ouartwrrtllfbwta:atftl~ .. "-q.o..a~-·~ ...... --*-'d~-AMuli~-"1'4+'~ 

~llJ&tJ/ ....... I:Ift.. ....... ,~~.-fvtla.bowCIIIfi'IW'K~ ........ '*tl/'lll~·ft~ 

Tots! 5,986 377 (193) m 5,563 (4Z3) . .,o/. $0u'Qt:l.,.,... ~ ~Eo:n;mta. 
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Regional Overview - Q3 2008 

Asia Pacific- Executive Summary 

• Loss of${ 15)mm driven by MTM on K: 
-stock price declined approximately 30 
post July 14 posting, and liquidity disco 
reserve taken at 5.47% ofMV . Client revenues declined 26% vs. Q2 10l 
due to: FID liquid markets sales 
contraction, declining EQ volumes & c1 
concerns on LEH 

Fixed Income: . Approximately $0.1 bn of writedowos w 
recorded in the region: $34 on residenti: 
mortgages and $60rnm on commercial r 
estate. . Losses in Credit Products were driven b 
global correlation remarks & Exotics, Jl 
vollvega, model skew adjustments & 
reserve on the Mobile 8 trade 

Equities: 
• Execution Services declined 19% but in 

line with EQ volume contraction 
• Losses in Volatility: market staying aw~ 

from derivatives after prior trade losses; 
general lack ofliquidity in indices and 
market participants on the sidelines cre2 
hedging challenges 
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Asia-Pacific BPM To Segment Rec 

BPM 

Underwriting Fees 
Munis 
Banking Principal Transaclion:~ 
Banking Net interest 
Am/Oiher Banking 

Banking Adjustmonls 

Glci>al Trading Slrategles 
Glci>al Principal Straleglos 
Direcl Principal rn\95lments 

Glci>al OpponunitillS ClA>UP 
Asset Management Priocipal 
Private Equity Prinelpal 

Principal AdjuSimenl5 

PIM 
Finn RolaUonshlp Loans 

Cteclit Spread 
CDS Trade 
Crroil Reser;e 
Valuaticm 
Slructured Trades 
Banking Trades 
Asia EQ Fx 
Olher 

Non-core Adju$1menls 

Segmenl 

BPM 
Banking Ollset 
Banking 50% 

Underwriting Fees 
Munls 
Other Banking 

Capitol Mari<&ls Banking 

Principal transactions to FlO 
Principal transactions to Equity 

Subtotal Principal Transacdons 

Banking Notlntere5t 
AM/Other Banklfl1l 
Non-Core 

I 
Fixed Income 

5 

6 

(6) 
(0) 

0 

{2) 
(1) 

-
(3) 

-. 
. 

75 

-
27 
10~ 

119 

I · Banking I 

47 
(21) 

27 

(5) 

(0) 

(6) 

6 
0 

1 

(O) 

Jsii!imoril 211 

• includes aiiiMD I PI N Prtnclpal Rewnues, excluding PIM 

Capllal Markols 
Eauities 

39 

(1) 

-
(0) 
(0) 

0 
(1) 

{227) 

(4) 
2 

{3) 

4 
(229) 

1 

25 

. 

. 

(22) 
9 

12 

(172) 

-

I 

Capital Markels: 

BPM" 

PIM 

AM Seed and Stralegic 
AM Per(onnance Fees 
AM Managemenl Fees 

Assol Managemenl Principal 
Pri1<1le Equity Principal 

IMD Principal Adjustments 

44: 

si 

- (6)1 

~~,1 
(1)1 

[229)1 
(1)1 
(4) 

2 
(3) 
4 

(232) 

1 

100 

(22) 

36 
114 

{54 

! lnve61mant Mgml -: ! 

13 

(1) 

3 
(4) 
(1) 

!Segment 11 I 
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Regional Sales Credits- Asia-Pacific 

Current Quarter Data Quarter Comparatives 6.% 

Q3 '08 versus 
Jun '08 Jul'OS !\.ue: '08 103 '08 102 '08 I ot •os 04 '07 103'07 ~- ......... ~.., "' 

SALES CREDITS DATA 
Totlll Execution Services 20 20 14 54 71 78 59 62 -24% -13% 

Con\llrtibles 0 1 0 2 2 1 2 3 -3% -36% 
Vohtility 9 7 3 19 22 31 79 44 -12% -57% 
Equiry Capital Markets Prime Services 16 16 12 44 50 49 44 57 -12% -23% 
Equities Corporate - . . . . IVa nla 

Total Equities Sales Credits 46 43 30 119 144 159 184 166 -18% ·29% 

Interest Rate Products 15 8 12 35 57 75 40 52 -39% -34% 

Forei~ Exchange 5 6 4 15 39 39 20 28 -63% -48% 

Total Liquid Mari<ets 20 13 16 49 96 114 61 ao -49% -39% 

coo 1 13 10 24 10 81 15 15 135% 64% 
High Grade 1 3 1 5 9 7 5 5 -48% -ll% 

High Yilkl 1 t 0 2 10 3 4 5 -80% -60% 
Total c..,dit Products 3 16 11 31 30 90 24 25 4% 23% 

Total Securitized Products 0 0 0 0 0 0 23 1 -82% -99% 

Real Estate 2 0 . 3 12 17 9 7 -79% ·62% 
Energy Trading 2 1 3 7 8 2 2 1 ·15% wa 
FID Capital Markels Prime Services , , , 3 4 5 4 5 -30% -43% 

FlO Corpllnsuraoce Prod 0 . (t) (0) (11) (12) (B) -96% ·92% 
Total Fixed Income Sates Credits 29 32 30 92 140 215 123 114 -34% -19% 

lTotal Asia Pacific Sales Credits 75 76 61 211 284 374 307 280 -26% -25% 

LEHMAN BROTHERS Regional Overview - Q3 2008 

9/11/2008 3:19PM 

YTD 6.% Records 

YTD '08 vs 
_'J' ....... ---. --- -. a ••9 ::::!1- ----

203 142 43% 78 01 "08 

5 s -8% 3 03'07 

72 125 -43% 79 04 '07 

143 136 S% 57 03'07 

. . nla 
423 408 4% 184 04'07 

167 183 -9% 76 02'07 

93 60 53% 39 02"08 

259 243 7% 1.14 01 "08 

115 61 89% 81 Q1 "08 

21 14 46% 9 02 '08 

15 11 38% 10 02"08 

152 86 76% 90 01 '08 

0 6 -98% 23 04 '07 

31 42 -26% 22 01 '07 

16 2 nla 8 02'08 

12 13 -13% 5 03'07 

(23) (28) ·16% 
447 365 22% 215 Q1 '08 

8~ 773 l:Z% 374 01 'OBI .. ---
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Asia-Pacific Summary 9/11/2008 3:19PM 

Q3 '08TI'8nd Quarter Trend ~% YTD 6% 
Q3 '08 VG I'SUS 9 Months Ended YTO 2008 vs. 

Jun '08 Jui'08 Aug '08 Q3 '08 Q2 '08 Q1'08 Q4'07 Q3'07 Q2'08 Q3 '07 2008 2007 YTD 2007 

lrM~Stment Ba11kir>J 15 9 3 27 70 62 53 50 ~1% -45% 159 153 4% 
Equities Capital Mm1<els 48 (160) (60) (172) (162) 866 604 296 -6% nla 531 855 -38% 
Fixed Income Capital Markets 102 30 (13) 119 138 409 391 370 -14% -68% 665 1056 -37% 
IMD 4 1 6 11 11 12 13 12 2% -4% 34 20 70% 
Total Asla-Paclnc 168 119 64 15 57 1,348 1,061 728 nla nla 1,390 2,084 -33% I 

;l£hman's Asia Market Share: Fiscal gua.rter Trend .1.% 9 Months Endi21: Mal: .1.% 
QJ'OS liS. YTD '08 VI 

3'08 o2•o8 gl '08 24 '07 03 '07 Q2'08 QJ'07 YTD'08 YTD'07 )'TD '07 

Total Equity (including rights) 0.2% 0.8% 0.4% 1.2% 1.4% -77% .$8% 0.5% 1.7% -71% 

Common Stoci 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% 11/(1 -64% 0.1% 2.2% -94% 

Scrondary 0.0% 0.4% 1.2% 0.9% 0.6% -100% -100% 0.5% 0.8% -J4% 

Convertibles 0.0% 2.8% 0.0% 4.6% 3.4% -100% -100% 0.8% 4.0% -79% 

Total Debt 0.8% 1.0% 0.7% 1.4% 0.4% -20% 86% 0.8% 0.3% 16J% 

lnvcslmcnt Grade 0.0% 0.0% 0.2% 0.1% 0.3% IJ/(1 -100"/o 0.0% 0.4% .$7% 

Lcvcrogcd Loans 0.0% 1.7% 3.1% 0.6% 0.1% -100"/. -100% 1.7% 3.1% 46% 

High Yidd 0.0% 0.0% 0.0% 0.0% 0.0% IJ/(1 11/11 0.0% 1.6% -100% 

M&A Completed 1.8% 9.9% 20.5% 1.6% 0.7% .$1% 176% 12.2% 2.4% 40J% 

M&A Announa::d 6.6% 3.9% 14.4% 2.0% 2.0% 71% 2JJ% 8.4% 1.6% 411% 

Asia Headcount QTD India Headcount QTD 
Ch•nse ChaPz;c 

~~.l!!!!!!....I!!.!!!.ll.!!~ __ N __ _L ~~.l!.!!!!!...~~--#--~ 
Fixed lncorK 619 40 (41) (25) S93 (26) .4% Fix:cd lnc:omc 98 47 (7) (61) 77 (21) ·21% 
Equities 479 36 (44) 471 (8) ·2'/o Equities 108 2ll (12) 2.5 149 41 38% 

Prime Services 65 4 (I) s 7) s 12% Primo: Seoviocs 89 2 (2) (2J) 66 (2J) -26% 

ln•o:stmcnl Bnnking 326 40 (24) 10 m 26 11"/o lc\'CSlmCI\1 Bonking 47 16 (5) (S) SJ G 13% 
ltl\lt:!bn:nt Mnn:Lgcment InVeStment ~mtc:nl 

PMtt- Invc:sunc:nt Ma.n..lgc:m:nl 0% Priv.lre lnvcstman M.:lmgemen1 O"k 
A.$:~cl M:magcrrcrn 44 2 (8) (I) 37 m ·Iii% As~Cl MiiJ\ilgg-m:nt 0% 

Pomu: Equi'Y 43 6 (4) s so 7 16% Pomu:Equity 0% 
ToUlliMD 87 8 (12) 4 87 O'A ToUlliMD 0% 

Principollnvaling 56 2 (3) (l) Sl {4f ·7% Princip;aJ ln\"CStin; 0% 

Monfl"g< Capiul 69 (IS) S4 (lS) -22% Mong:osc C.picol IS4 2 (11) (S) 140 (14) -9% 
To~l Corporate Div5ion.s ~ ___ 82_ ......1!..!.Ql __ 3_9 ---.!..ill.. ___ l_l ~ Tolal Corporale Dn'isim1 ____1.Q2!. __m_ __!!ill __ 69_ _.1lli... __ l_11_ ____!lli_ 

Total 3,047 21% (250) )0 3,0J9 (81 0% Totlll 2.594 468 (161) 1,900 306 Jl% 
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Regional BPM to Segment Revenue Bridge 

. Anie.rlcas - - --:J 
Jun Jul Aug 03 FY 

BPM 590 (326) (1,920) (1,656) 176 

lBO Allribulable (2) (4) (9) (15) (90) 
FlO AUrlbulable (34) (30) (20) (84) (333) 
Equities Attributable (17) (10) (9) (37) (117) 

Total Altr!bulable (54) (43) (38) (136) (539) 

Credit Spread Adj (41) (198) (102) (3-42) (596) 
Valuatlon Adjustments !48j !48j !51j 

Non·Core Allributable (41) (198) (150) (390) (647) 

(Americas Segment 495 (568j (2, 109) (2, 182) (1,01 O!l 

Europe J 
Jun Jul Aug Q3 FY 

BPM (14) (159) (1,077) (1.250) (1,493) 

lBO Atlribulab!e 2 3 9 14 82 
FlO Allrlbutable 28 24 17 69 253 
Equities Attributable 13 8 10 31 103 

Total A1lributable 43 35 36 114 438 

Credil Spread Adj 29 141 73 242 422 
ValuaUoo Adjustments 48 48 48 

Non-Core Attributable 29 141 121 290 470 

(Europe 5egmant 58 16 (920) (845) -- · (584)( 

Asia 
Jun Jul Aug Q3 FY 

BPM 145 (185) (97) (136) 1,112 

lBO Atlributable 0 0 0 1 7 
FlO Atlrlbutable 7 6 3 15 80 
Equities Altribut•l)le 4 2 (1) 6 14 

Tolal Atlribulable 11 8 2 21 101 

Cmdlt Spread Ad) 12 58 30 100 174 
Valuation Adjustments . 3 

Non-Core Attributable 12 58 30 100 177 

(Asia 5Bgliient 1es (119) (64) (15) 1,390 1 

Global BPM 
Global Segment 

LEHMAN BROTHERS 

721 
721 

(670) (3,093) 
(670) (3,093) 

Regional Overview- Q3 2008 

9/1112008 3:19PM 
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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 

91912008 9!28 PM 

• a decrease o/639 heads in the Mortgage 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 /BD (1 06) and Equities (1 02) 

• an increase of469 heads in the Corporate divisions, mainly due to increases in lTD (373}, GDM (132) and Finance (24), 

partially offset by decreases in Corporate Services (42) and Recruiting (1 3) 

<:· From a regional perspective, %changes are: Americas -1%, Europe -7%, Asia 0%, and India 12% 

Global 

Fixed Income 
Equities 
Prime Services 
Investment Banking 
Investment Management: 

Private Investment Management 
Asset Management 
Private Equity 

Total !MD 
Principal Investing 
Mortgage Capital 
Total Corporate 

Regions 
Americas 
Europe 
Asia 
India 

Total 

LEHMAN BROTHERS 

HC@ 
05/31/08 --

3,411 

2,318 

677 
2,305 

1,184 
1,206 

504 

2,894 

135 

2,910 

111539 
26,189 

14,562 

5,986 
3,047 

2,594 
26,189 

YTD 
Adds Tenns Transfers 08/31/08 

324 (263) (352) 3,120 

222 (146) 26 2,420 

43 (19) (18) 683 

363 (230) (27) 2,411 

31 (66) (18) 1,131 
63 (60) 9 1,218 
50 (38) 31 547 

144 (164) 22 2,896 

3 (II) (1) 126 

129 (756) (12) 2,271 

787 (680} 362 12,008 
2,015 (2,269) - 25,935 

958 (1,064) (23) 14,433 
371 (793) (7) 5,563 

212 (250) 30 3,039 
468 (1622 - 2]900 

2,015 (2,2§2L_ - 25,935 

Comp/Headcount- Q3 2008 

N el Change Vs.Begjnning 
of Quarter 

S/31/2008 
Change % 

(291) -9% 
102 4% 

6 1% 
106 5% 

0% 
(53) -4% 
12 1% 
43 9% 

2 0% 
(9) -7% 

(639) -22% 

469 4% 
(254) -1% 

(129) -1% 
(423) -7% 

(8) 0% 
306 12% 

(254) -1% 

2 
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AmeritllSQTD 

Fixallncomc 

E;juitics 

Primo S<M:es 

lnv.,anom B:ulking 

lnvcsancn~ Man:Jgancn1 

Priv:uc Jnv<SiniCI11 M"""gancn' 
Asse\ ManaGCmcnl 

Prm1e Equity 

To~:>liMO 

PrincipoliDYCSiins 

Monsogc Capitol 

Tollll COIJlOI:liO Divisioos 

AsiaQTD 

Fixed ln<OU1C 

Equitios 

Prine Servlcc:s 

111YCSlmCnl B.mking 

lnvcsun:na ~38emc:na 

Tolal 

Priw.tc lnvc:stman M:.nagcmen1 

A!isel ~a.g,anent 

Privilc Equity 

TotJIIMD 

Prin<ip:JIInvening 

Mong.:>ge Copital 

TotaJ Corpor.rte Divisions 

Totlll 

~"" ~ 1 
9191Z008 9:28 PM 

QTD 2008 Headcount Analysis 

Chan~• 

~ ~ Ter1115 Tnnsfon ~ --~-- ~ 
1,730 137 (124) (214) l.S29 (201) -12% 

1,108 100 (S2) I,IS6 48 4% 

:!41 26 (6) I 362 21 6% 

1,182 239 (IJS) (Vi) l,lS8 76 6"/o 

1,070 

1,047 

363 

31 

48 

JS 

(S7) 

(41) 

(26) 

(IS) 

13 

20 

1,029 

1,067 

392 

(41) 

20 

29 

-4% 

2% 

8% 

2,4SO 114 (124) 18 2,4S8 8 0% 

S9 I (4) 56 (3) -5'Yo 

1,966 73 (399) (I) 1,639 (327) -17% 

____1ill_ ~ ~ _1Q!_ ~ ~ ~ 
14,562 958 (1,064) (23) 14,433 (129) ·I'Yo 

Chan~• 

~ ~ ..!!!:!!!... Traruren ~ --•--~ 
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(I) 
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7] 
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37 

so 
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52 

S4 

(26) 

(8) 

26 

(7) 

(4) 

(IS) 

~% 

e2% 

l2% 

8% 

0% 

·\6% 

16% 

0% 

·1% 
-22% 

~ ___ 82 _ _____il!!ll_ __ 3_9 _ _J...ill_ ___ II _ _lli.. 

3,047 212 (250) 30 3,039 (8) O'Yo 

Europe QTD 

Fixed Income 

Equities 

Prime Saviccs 

IIM:Stmcnl B:ml<ins 

lnVOSttnenl ~gomenl 

Privole lnvcslmC!II M:m:rganc:nl 

Asset M=somou 
Priv>le Equi!y 

Tot1IIMD 
Princ:ip.:d Investing 

Monc>s• Copi!ol 

~ ....M!L .!!!!!!!... ~ 
964 100 (91) (52) 

623 58 (38) 

182 

750 

114 

115 

98 

327 

20 

121 

II 

68 

13 

9 

2l 

S4 

(10) 

(66) 

(9) 

(11) 

(8) 

(lS) 

(4) 

(JJI) 

(I) 

(4) 

(3) 

(3) 

(6) 

!!!!!ill! 
921 

644 

J8l 

748 

102 

114 

105 

321 

18 
438 

Chan20 

--~-- ____j!_ 
(43) -4% 

21 3% 

0"1. 

(2) 0% 

(12) 

(1) 

7 

(6) 

(2) 

(2113) 

·II% 

·I% 

7"/o 

-2o/e 

-10"/o 

-39"/o 

Tol."ll Corporo:c Divisiom ~ ___ 64_ __,j!ill, __ 53_ _2!2!._ --l.!.2!J.. _..;lli. 

Totol 5,986 377 (7~)_ __ (71 5,563 _ (413) -7% 

lndinQTD 

Filed 1noonJO 

Equhlts 

Prime Servi:" 
lnvcstmcol B.lnking 

Investment MMoascmcnt 

Privn~elnvestmen< M=cemom 
Asset Monagcmont 

Privn!O E.qui<y 

Tot1IIMD 

Principollnvc•ling 

Mort!?&< C'l'it:l1 
To141 Corpo!'210 Division' 

Total 

S/3112008 ~ 

98 47 

108 28 

89 

47 16 

Temu 

(7) 

(12) 

(2) 

m 

Change 

~ ..!!lliill!. __ #__ ____j!_ 

(61) 77 (21) -21% 

2S 149 41 38% 

(2l) 

(SJ 

66 

~3 

(23) 

6 

-26% 

13% 

0% 

0"/o 

0"/o 

0% 

0"/o 
154 2 (II) (5) 140 (14) -9"/o 

----122!. ___ill_ .....!llli __ 69 _ __bill_ __ 3_17 _ _llli. 

1,!194 468 (161) 1,900 306 JZ% 
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YTD 2008 Headcount Analysis 

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

•• ~ Headcount reduction was comprised of 

91912008 9:28 PM 

• a decrease of2,147 heads in the Mortgage Subsidiaries mainly due to decreases in Aurora (945), Capstone (417), SBF (281) and LBB (26i 

• a decrease of955 heads in the front offices, mainly due to decreases in FID (665), !MD (145), IBD (131) and Prime Services (16) 

• an increase of481 heads in the Corporate divisions, mainly due to increases in lTD (310), GDM (143) and Clvfl' (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 
ofYear 

HC@ YTD 12/112007 
Global 12/01/07 Adds Terms Transfers 08/31108 Change % 

Fixed Income 3,785 574 (803) (436) 3,120 (665) -18% 

Equities 2,428 441 (480) 3! 2,420 (8) 0% 

Prime Services 699 95 (86) (25) 683 (16) -2% 

Investment Banking 2,542 495 (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% 

Tota)JMD 3,041 318 (515) 52 2,896 (145) -5% 

Principal Investing 116 26 (91) 75 126 10 9% 

Mortgage Capital 4,418 610 (2,658) (99) 2,271 (2,147) -49% 

Total Corporate 11,527 2,17I (22139} 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) 5,563 (874) -14% 

Asia 2,843 688 (578) 86 3,039 196 7% 

India 22261 1 047 (380) ~28~ 21900 639 28% 

-------
28,556 4,730 (7 ,351) . -- ___ - 25,935 (2,621) -9% 

LEHMAN BRarHERS Comp/Headcount- Q3 2008 4 
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YTD 2008 Headcount Analysis 

Americas YfD 

Fixed Jneome 

Equoies 

Prime SeMccs 

lrwestment Billlkin,c 

Investment MJI'Uigeant 

Priv.ate lnv=strr¥nl Management 

AssriM=s=< 
Pri\1JIC Equity 

Chan~• 

~ ~ ~ ~ ~ __ N _ _____!!__ 
2,067 229 (470) (297) 1,529 (B8) -26% 

1,222 200 (261) (5) 1,156 (66) -5% 

368 ~0 (~I) (5) 362 (6) ·21'• 

1,351 272 (}32) (33) 1,258 (93) -7% 

1,13< 

1,193 

316 

70 

91 

76 

(166) 

(199) 

(63) 

(7) 

(18) 

63 

1,029 

1,067 

39Z 

(103) 

(126) 

76 

·9% 

-Jl% 

24Y• 
TotliiMD 2,~1 237 (~28) l8 2,~88 (ISl) -6% 

Prin<ipalln""<Dlg 78 7 (64) 35 56 (22) -28% 

MonpgcCopn.l 3,1!14 413 (1,965) (3} 1,639 (I,SSS) 49"/o 

TotliCorporoteDivisions _j,Q2L ~ --11Q2a __ 2_17_ ~ ___ilill, __..:lli, 
Tolltl 17,015 2,097 (4.~26) (53} [4,433 (2,582) ·15% 

Asia Y1D 

Fix..J Income 

E<juitios 

Prime Services 

ln=<m<n< Bwing 

lnvc:sunCilt ~C'Incnl 

Pri\'::lte lr!Ve$tmt:rlt Mana~t 

Asset M:ul>gmtmr 

Pri.,..tc Equity 

Total !MD 

Principollnvcsling 

Monll'ls•Capi1.11 

ToUJI Corporate Oivisio~ 

Toll< I 

IVI/2007 

590 

440 

62 

32S 

19 

32 
40 

91 

26 

70 

Add< 

126 

102 

12 

81 

18 

10 

28 

18 

9 

Tcnns 

(109) 

(86) 

(8) 

(70) 

(18) 

(12) 

(6) 

(36) 

(12) 

(ll) 

Trarurcn 8/Jl/2008 

(14) 593 

IS 471 

7 7J 

16 352 

(I) 

(II 

20 

(2) 

37 
50 

87 

52 

54 

Chane• 
II _ _____!!__ 

3 1% 

31 7"/o 

ll JS% 

27 8'/o 

(19) 

s 
10 

(4) 

26 

(16) 

·100'/~ 

lli% 

ZS% 

-4% 

lOll'!. 

-23% 

----1lli... __ 3_12 _ _Jilll. __ 4_0 _ _.!Jll_ __ 1_18_ ~ 

2,843 688 (578) 86 3,039 196 7% 

EuropcYID 

Fixed Income 

Equiti .. 

Prime: Services 

ln'-'CStmenl B.mlcing 

Jnvest.mmt MPJ~Jge:mrnt 

Priv;ue Jn\"e:Sll'nm\ Man.1gement 

Asset Man.1gcmen1 

Pri\1Jtc E<juity 

~ 
1,037 

~5 

191 

810 

105 

122 
82 

~ 
160 

lOS 

18 
12S 

24 

22 

Cbon~o 

..!£.!!!!!... .!!!!!.!!m. ~ --~- _L. 
(113) (63) 911 (116) -11% 

(lOS) 2 ~ (1) 0"/o 

(lO) 3 182 (9) ·S'Io 

(165) (22) 748 (62) .go;. 

(JJ) 

(28) 

(10) 

3 

(4) 

II 

102 

114 

lOS 

(3) 

(S) 

23 

.J'Io 

.7% 

28"/o 

Toed IMD 309 53 (ll) 10 321 12 4"/o 

Print:ipallnvosling 12 I (15) 20 IS 6 SD"Io 

Mo11j;og• Capitol 908 181 (640) (II) 438 (470) ·52"/o 

Tot.ll Corporo,. Divisions ~ ----lll., ~ __ s_6_ ~ ___Jllil __.:!6. 
Tots! 6,437 898 (1,767) (5) S,S63 (874) ·14% 

India YTO 

Fixed Income 

Equilico 

Pri:rrl£ Sen-i:es 

lnvonnmr B:mking 

lnv~:Stmcnl Managcnrnl 

rrrvat.e lav·~trrent Mm:lgemellt 

Asso<M.,.,gement 

rriv•tc !:quity 

TouiiMD 

PrD-.I:ip;w:llnvesring 

Mongog• Capitol 

Tutlll Corpo'"'le Divisions 

Chan~• 

...!.!!!.!!.!!2 ~ Terms ~ ~ ~-#--
91 59 (II) (62) TJ (14) 

121 

78 

56 

34 
15 

17 

(25) 

(7) 

(12) 

19 

(30) 

(8) 

149 

66 

53 

28 

(12) 

(3) 

_____!!__ 
-IS"/, 

23"/o 

·l5% 

·S"A. 

0"/o 

0'/o 

0"/o 

0"/o 

0'1. 

246 7 (lO) (SJ) 140 (106) 4l"'o 

~ ~ __1llil __ 1_36_ --1i!l. _.lli,_ --...ill:. 
Tolltl 1,261 1,047 (l!Ol (18) 2,900 639 18% 
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Fixed vs. Variable Expenses 

I Fixed vs Variable Ex[!enses 

I Quarter 

(in Millions) LQi·os II OJ •o1 I $d %d I o2·oiJ $d 

~: 
Production Comp 98.7 133.6 -34.9 -26% 114.8 -16.1 
Cm 1.5 1.7 -0.2 -12% 1.4 0.1 
Expat 18.6 17.9 0.6 3% 17.7 0.8 
Other Compensation 37.2 70.3 -33.1 ·47% 15.8 21.4 
Recruiting Incentives -variable 25.2 34.5 -9.4 ·27% 33.8 -8.7 
Sever.mce 27.8 39.5 ·11.7 -30% 139.9. -/J 2.1 
Bonus 501.9 655.1 -153.3 -23% 714.8 -212.9 
Total Variable Expenses 710.8 952.7 -241.9 -25% 1,038.3 -327.4 

%of total 36% 45% 45% 

.E!w!: 
Salaries 634.9 662.9 -28.1 -4% 667.2 -32.3 
Software Cap -IS. I -29.7 14.6 -49% -8.6 -6.5 
Non Expat Housing 6.9 5.7 1.3 23% 6.9 0.1 
Bene filS 83.0 100.5 -17.6 -17% 88.0 -5.1 
Payro U Taxes 81.5 104.2 -21.7 -12% 79.0 1.5 
Recruiting Incentives - fixed 36.2 41.8 -5.6 -13% 40.1 -4.0 
Recoveries 
PY &juity Award Amortization 412.2 285.9 126.3 44% 413.9 ·1.7 
Total Fixed Expenses 1,239.6 1,171.3 68.1 6% 1,286.4 ·46.8 

%of total 64% 55% 55% 

Total Expenses 1,950.4 2,124.0 ·173.6 -8% 2,324.6 -374.2 

LEHMAN BROTHERS Comp!Headcount - Q3 2008 

91'J/2008 9:28 PM 

I I 
I I YrD I 

%d I zoos II 2007 I $d %d 

-14% 336.1 402.0 -65.9 -16% 
5% 4.7 5.0 -0.2 -4% 
5% 53.1 45.7 7.5 16% 

/36% 127.4 149.4 -11.1 -15% 
-26% 123.0 98.2 24.8 25% 
-80% 199.9 57.6 142.3 247% 
-30% 1,398.9 3,069.4 -1,670.5 -54% 
-32% 2,243.2 3,827.4 -1.584.2 -4/% 

37% 52% 

-5% 1,999.4 1,894.3 105.0 6% 
75% -41.5 ·77.1 35.6 -46% 
1% 20.6 16.0 4.6 29% 

·6% 241.7 265.2 -23.5 -9% 
3% 317.4 413.5 -96.1 -23% 

-10% 135.0 129.3 5.7 4% 

0% 1,200.3 861.1 339.1 39% 
-4% 3,872.8 3,502.2 370.6 II% 

63% 48% 

-16% 6,116.0 7,329.6 -I.Z/3.6 -17% 

6 
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· Amorioas 
ArJ;Cr.lina 

llr.1zjl 
Ciln:JdA 
Me.til:o 

lhu&v:~y 

USA 
Tabi.Amtrle:u 

Europo 
FIOUl~C 

Gomcny 
[Jacf 

l1.1ly 
L~>..mourg 

NclhctlaAdJ 
Nc-Lhclb'f!dJ • "-nliUcs 
rort\ls:ar 
Q>w 
Runia 
Sp.1ia. 
S-...-.::dc11 
SwUtttbud 
Turkey 
UnitC!ii Anb Enintet 
\Jnno;d Kmadam 
T(Q] EDrClpC 

Asbl 
AuJintD 

01inil 
-1to11s: Kona 
-Deiftn& 
-stu•nah"i 

In db 

Japan 
x. ... 
Sin;~fiOR 
To~.iwcn, ProllinccorO.ina 

't'1n1il.lnd 
Taml AJI:a 

India 
India 
Tord lndJ& 

TOTAL 

('''\ 

Headcount by Country 

r--- li·Avg.OS 1 

GJIAI'ol) 

Mc11lhly 
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§.o71 
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Business Development 

Technology & Communications 

Occupancy 

Professional Fees 

Other 

Total Fixed 

Brokerage & Clearance 

Total Non Personnel Expenses 

LEHMAN BROTHERS 

,""'\ 
91912008 9:30 PM 

NPE Financial Review 

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

3Q'08 2Q'OB 3Q'07 Inc I (Dec) [ % Inc I (Dec) I % 

$ 68.4 $ 86.5 $ 89.7 $ (18.1) -21.0% $ (21.3) -23.7% 

309.1 309.4 281.6 (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% 

$ 738.9 $ 842.7 $ 754.7 $ (103.8) -12.3% $ (15.8) -2.1% 

$ 231.8 $ 251.6 $ 224.2 $ (19.7) -7.8% $ 7.6 3.4%; 

1 $ 970.7 r$ -1,094.2' $ 978.91 $ (123.5) -11.3%' $ (8.2) -0.8%' 

NPE- Q3 2008 
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NPE Financial Review 
Non..Pon.annel E:&:poftAI deCTea•d U.lmllllon artl.8%11"1 30'08 '4 30'07 

Koy awmm•ry componontaof \ht docrauo 1rw: •• followE 
(S%1 m) Bull nus Doyalopmont • Do9Jl!IIO pr1rn•rlly duo to· 

~ m Corporat. E'ltni:I•CU:ponso In 30'00 b' Botjing Otympltl, onset by cost<uUlng measurws. clolay~ll'ld e4nCCIII4tiOt'l of O\Onts/CO"Je181'1w.1 
($.5 m) Markttln;/Ad'vtrtlllng doerDMO. (S4.0m) rotatoel to MCO rest.rvc:tlMir.g, &nd (S1.0m)dvclill0 In adwrti&II'IQ domurJ 11"1200a and 30'07 apons11 b COPA laad atov 

(Stll m} T&E decnw:a • MCO nr.;Lruellling, ruductlot\ It\ \M)C\bito al'd o&>el ol20'08DOit¢y u.angelmplemen1al1on 

$28m Toc;h"ology & Communle~~Uona •11'\Cru• primartty dua to: 
512 m CommunlcaUonalntnmsa. S6.4m d dupntelation, 1'19tMlf11: circuitlmlallallon.!i (Verll.oo. SEMis. Gtotg\ omsmg, RDdlMz) GJ"'d tl.tlld out cosll anodallld wUh tU:panslon or c::unwn 

foc;h!los 1/'G """ill!lco (P~c.a ..... y dal• """'"'· Golamar Pliffip r ... r. IFC2. Man Voe. 1.1;1•. GS2. Pw 01ona. Souln Cuoy Plu.a~ $1.5m ,.laterllo 3m ...... of I!IONIIIy 6eploclollon 
bi'Ciseoglobd net"wottc ll'lhsltu;lur9mainhwuo,c:e (2 mcrdhswril8o0fl6fdoublo~l\itolton). St3m AT&T accn.~llcalc~p bt phoM, dati ctd Cliroel \Cie:Ollnes, StOI'ft FXH&dg611'111 
RDCO'IoOries, SO.Sm U!< calch-up d....tworic spen:flng an Eurax Frankbt, SD.41m MCD Lake ~orvsl Ndl8rnant a!asseta, and SO.:Jm 1ncl'885e ln 8/ac:kboiJ)' erd eell pho'w wlrv!D5& usage 

se m T•chn~lag~ lncruso- ~/1\!enai'IC., eotlii&Ctt. and ticaulng '-Ondorcost' t~ gi\0 lhO f"irm a ~ompellli'to GOgo In thO mV.:OIP'ACO, creole e men el!ielenl 'YIIeo'l\1 support. posl.CnJdg 
pnxr,;,lng, rnQdamiceUan r:lw.b based uppllc;a~IOfllooll b"ftlgh ~f'CY ll'l'KIOI'II!I~ pfti'WdG on\lrlo u!'IA,OIIO Dnolyzo WI/XIIVl11 \0 r'1tc {TraW!na, f.xllrJ)', OuolNion, EWIV, Of8c;:lo, 
Sungctel, Soft~ro AO, SUI\ MfCI'Q6)'6UITIJ), and cfesnc'alfgn up by $2.8m BS&OCiiJ(ocf v.((h new FA a::ql.l£&1~1on:J tit Pisc.&fCWQy dofa con(or, pMiolltcllfiO( fll ($S.Zrnj &11\(l'lljll ~fod 
b)' AIGY melnbmo ~:t~nt~ lml'l5itlon to IBM ana (12.Dm) ruteas.e cr MiCros on. O'tQr occrvod casta w roll oft' ol prior yOQt's GITIOitlz.allon ot EA (Entorpi1e Agraemonl) 6.0 lie: ens a 

se '1'1 S~m Cc:.tt.,ltaMt lnc;:raue. SA.am Ina •oftMUU eapaa!U:itb\ duo rc l'toftl clico ~cE dol.oya ard f~Mef j~ W OIA&oumo CONIUilant Ntat as a rMurl of prnot'll.eonomies. 
S3.5m lnc!IW$0 In wndc:rsark• (Joint Tach And Trh.m) a&,oelatod ""It\ MN build ol.i ol Shenzhrl global'~ contor In 2008 e,.,J ca~ls br!MO'J WaaM1 ~menl Altomatr.o 
fmeslmenl snd Perlatmanc:e Management Repclltlng, erw:l FlO Cc:mmodltlos DemotMt prqec:t paJti.all'f olfsot by S2.0m n:tiN.Se olercna nrnrw (tech Ac:tnln. Pe,.hl,.._) and lcMof MCD 
fb::ponus di.IO 10 Film re5lrvch .. r!ng 

S5 m HRTD lneroau ·now &WJ~tlpllon5 erd P'bl~lon!i nKJ.IIrud to obl:aln mCQ I'INncial CW!Io mltlple risk and lmpi'MI &trotoslc invJostmenl dec:lalons (Bloomberg, 'Jhoms..or\ Mar11il. FT 
t"llotaeUw, Rout0t1, l=aci.Ul) 

$5 m 14adllt O.tlo /ncfOaSt- $4.Ztn lrw;~~oG~o ln BloQmber; 1ennll'\lll' cCII.IJ'\Li In All rogic:M11. a/\1 so.vm lr.::rDA:aa ln enlillamonL ~ll lor now Dloombolll orv:S ~lftl termlnala 

($7 m) '11IIIPrint dBC:taafi8 • ($3.0rr.) los a MCO &pend duo to business IV61A.cturlng, (U.Om) \Gr.ior occrusl 11tl&Nes In 3Q'a8 fer GBC, GR0. AOP, UN'IMAC, Williams laa, Pitney Bao.ws, and 
()G.3, and ($0.2_m) ..My'oa lmplomenl&tion Ol oolonld printlr'lg policy ~I".&J"'llG (nacxl S~ llpprD.al)4nd SG'o{ngs from doub'e.c5/da:t dehMf prinlat acltllrcs 

$32m Oeeypanev -Inc,.•• prlmartlv duo ta: 
S22 m Speee ftlepiU"'Sion .. S8.3m 1271 6th Aw, ~5.3m Atia t&cl~lloi (IFC2, Man Voe, Ati!.tr.l!ia'l GCJoamOI Ptullip fCIW(jt, Ceejay House, Mltl!l). ,.,1m Pl&e&Uiw:IY dlla te.nler, S2.7m 399 Pllk ollh 
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12m Fambolowgh 1001 (now DCP • Uuol,..o Conllrnoly PIOMI"SS buildi"SS) 
$1m IFC2' Man YIHIII'Qnl ruiiCMDIIr.c:I'OGIO in :IQ~ 
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.513 m Moher euc:Uon tales casa •at!lamtnt palo: EO NY Stalo AtlorM)' Corwmsrs Oftice 
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~on FXHodgolmiiO<I 
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PRETAX INCOME 

TAX AT IIIAR.GINAL RATE 
STATETAXSAVINGS ONFORllGN EARNINGS 1@7.34%) 

IIIAR.CINAL RA TEAFI'm CEDCRAPII!C MIX 

TAX DEDUCTIBILITY FROM SIR UCTURAL ELEMENTS 
NON·DEDUCTW!.E MI:A l.S A Ntl EI'ITERT 1\ INM ENT 
NON·DEDUCTrB!.E FORBCii LOSSES 
OTKER 

IL TAX ADVANTAGEDASSBTS 
DMDEND RECEIVED DEDUcnON 
MUNTINCOME 

IlL TAX STRATEGIES 

STRUCTURED TRANSACTIONS 
alQOWILLAMORTtUI TION • SPIN/\KER 
OJODWILLAMORTtZIITION·OV.NGE 
TAX CREDITS FROM UNCONSOlDIATEDSUBSIDIARY 

IV. TAX DEPARTMENT INITIATIVES 
STIITETIIX S/1 VINGSNON·NYINCOME(lEHMIIN REI WHIIRF) 
TIIXCRIDITS 
/\PB 23 

OEI.t\ IV II RE & JERSEY BANK St\ VJNGS 

v. FULL I'CAR GAAPANNUALIZATION ADJUSTMENT 

VL ADD STATE PROVISION(NETOF FEDERAL BENEFm 
NYSCI\PIT/\L TAX(IOM) 
OTHER STATES(SAf) 
LB BANK AND SUBS f®-'"J 

I EFHX:'l'IVE TAX RATE B EFOREONETli\IEIJiliiS I 

ON&TIMEITEMS 

PIL IMPACT OF FIN48 

ADJUSTMENT TO 07.00 AUDIT APPI:Al.S 

RESERVE- 162M ADJUSTMENT 

PENALTIEliONASIII FIN48LIABruTIEli 

NON CR.EDIT 1\ Bl.E /\Sill I'IN 48 LIABillTIES 

STIITEAUDIT SETTLEMENTS 

EF1'1!CTIVETAX RA 'IE l 

LEHMAN BROTHERS 

_r, •.• , .... 

Tax Analysis- Financial Review 

l008 zoos 

!Sf QUARTER lNDQUARTER 

663,/49 (1,016,676) 

280,830 42.35% (1,419,061) 36.19% 
(81,821) -12.34% 81,S27 -l.OO'/o 

199,003 30.01% (1,397,237) 34.19% 

1,7~ :. ·o.26% 7ll ~.02% 

·O.W-' 225,000 ·S.SI'Y. 
1253) .0.04% 78 0.00'-' 

1,503 . O.lJ% ~15,789 .S.S3% 

(10,036) ·I.SZ% (2,932) 0,07% 
113.9891 : :·:'.2,11% 121;2081 O.S2% 

(Z4,07S) ',.J;~3'Y. (24,140) O.S9% 

(2.688) ."~.41% (20,033) 0.49'/o 
. . ,0 .. 00'/o (268) 0.01% 

(347) '-4,0S% (347) O.OIV. 
(),667) '.0.25% (2,291) 0.06% 

(4,702) ~.71"/~ (11,939) 0.56% 

(438) -4.07-lo 438 ~.01% 

(),169) .0.41!% (12,S53) OJ I% 
(74,568} .Jt.24Yo (10,484) 0.26% 

7 0.00% (7) 0.00% 

(78,168) -11:7~% (11,606) 0.55% 

85,787 .12.94% (8S,787) 2.10% 

O,OO',i. 3,250 .().08% 

o.W-' 1,625 -4.04% 
0.00% 4.472 ~.11% 

- 0.00% 9,347 ~.23% 

m.ml I. ·i7.1i4n (JJI7,m;ll JUI% 

8,883 1.34% . 0.00% 

(13,789) ·108'/o . 0.00"/o 

- 0.00% 1,930 oll.07% 

- . 0.00% /,583 ~.(]4% 

- 0.00'/o - 0.00"/o 

- 0.00'/o . 0,00% 

114,4421 26:31" (I,J/J,060) 32./J% 

Income Taxes - Q3 2008 

919/lOOB:J I PM 

1008 2008 

JRDQUARTBR ~UGUSTY!'D 

(S,8U,J66) f'),147,89J) 

(2,038;S2B) 35.00"/o (3,236,763) JS.IJO'/o 

- O.OO'A - 0.00% 

(1,038,528) 35.00% (3,236,763) 35.00% 

1,42S ~.02".4 3,892 .(),04% 

175,000 -3.00"-' 400,000 -4.33V. 
103 0.00'/o 

)76,518 .,J.03'1 

(1,75!1) 0.03% 
('28.268) 0.4!1%1 

(72) 0.00% 
403,820 -4.37% 

l:4,177) ~16% 

63.46!1 0.69'/o 
(30,018) O.SZ'Ioi (78,243) 0.85% 

I 
I 

I 
19,655 ~~~; (401) 

(J47) 0.01%1 

1692) 0.01%1 

(3.066) 0.03% 
(669) 0.01% 

(1,041} 0.01% 
(4,650) O.OS% 

18,215 ~.Jt•t. (9,426) 0.10"/o 

0.00% 0.00% 
. (3,200) O.OS% (18,922) 0.20% 
(20,441) O.Js% (IDS.493) 1.14% 

0.00'/o 0.00' ... 
(23,641) 0.41% (124,415) 1.35"/o 

O.OO'Io 0.00% 

1,625 -O.Ol%1 
813 -4.01%: 

4,875 ~.05".4 

l,438 ~.OJ% 

3,79S -0.07%' 8.267 .().0!1% 
6,233 . -0.11%1 'IS,5IIII -0.17% 

(1,89/,)UJI I JZ.·n"l o,o29,4n>l I 32.76" 

- 0.00'/o! 

- 0.00"/ol - O.OO'Io 

(618) 0.01%1 
1,101 .0,02"1o, 

6,881 ~.10% 

(13,789) O,lS% 

2,9]0 -4.03% 

9JS ~.01% 

1,202 -0.01% 

(6,910) 0.12% (6,910) 0.08''/o 

(1,697,607> 1 ]1.58" 0.036,226) .UBJ" 
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TAX AT MARGINAL RATE 
STATETAXSAVINCS ON FORnCN FARNINGS (@)7.34%) 
MARGINAL RATEAITER GIDGRAPHJC MIX 

L TAX DEDUCTIBILITY FROM STRUCTURAL ELeMENTS 
NON·DEDUCTIBI..E MEALS AND ENTI1RTAINMENT 
NON·DEDUCT1BI..E FOREIGI LOSSES 
OTHER 

IL TAXADVANTAGEDASSETS 
DIVIDEND RECEIVFD DEDUCTION 
MUNIINCOME 

IlL TAXSTRAT£GIES 
STRUCTURE!) TRANSACTIONS 
OOODWllLAMORTIZATION • SPII'IAKfR 
OOODWllLAMORTIZA TION ·GRANGE 
TAX CREDITS FROM UNCONSOlDIA TED SUBSIDIARY 

IV. TAX DEPA RTME/'IT INITIATIVES: 
STATETAXSA VJNGS NON~'IY INCOME(!EHMANRE) 
TAXCREDTf$ 
APB23 
DB.A WARE& JERSEYBAl'o'l< SA VIN(l; 

V. FULL ffiAR GAAPANNUALIZATIONAbJUSTME1tr 

Vl ADD STATE I'ROV/SION(NETOf' FEDERAL BENEFJT) 
NYS CAPITAl.. TAX(IOMI 
OTHERSTifTES(SM) 
LB BANK Af\IDSUBS I@ ~"I 

I El'FECilVETAX RA TEB J;FO RE OM:'lllt!EI'TE\G 

ONE,TIME IDl\IS 
RESI1RVE· 162M A D!USTMENT 

PENALTIES ON ASIA FIN 48 IJABIUTI&'i 

NON CREDITABLE ASIA FIN 48 UABIUTIES 

STATEA\JDITSiilll£MENTS 

IEHirTIVETAX RATE 

LEHMAN BROTHERS 

/"'""\ 

Q3 '08 VS Q2 '08 
JRD QUARTER 

2008 

(J,IU,H6) 

(2.03ll,S28) JS.OO'Io 
0.00'1. 

(2.03ll,528) 35.00'/o 

1,425 .0.02% 
175,000 ·3.00'1. 

103 0.00'/o 
176,528 .J.Ol% 

(1,759) 0.03% 
(28.268) OA9'1o 

(30,028) 0.51% 

l9,6SS .0.3<1% 
(401) 0.01% 
(347} 0.01% 
(692) 0.01% 

IB.ZIS .0.31% 

. 0.00'/o 
(3.200) 0.05% 

(20,441) 0.3~% 
0.00% 

(23,641) 0.41% 

0.()0% 

1,625 .0.03% 
813 .0.01% 

J.79S .0,07'/, 
6,23) .0.11% 

I a,s9J,z21)1 I J2.47" 

0.00'/o 

(648) 0.01% 

I,Wl ~.02'1o 

(6,940} 0.12% 

I a,897,607JI I 31.58" 

Income Taxes - Q3 2008 
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2ND QUARTER 
2008 VARIANCE 

(4,086,616} (1,737,690) 

(1,479,064) 36.19'/o (559,464) ·1.19% 
81.827 -2.00% (81.827) 100% 

(1.)97,237) )4.19'/o (641.291) 0.81% 

711 ..0.02% 71~ .0.01% 
225,000 ·S.SL% (SO,OOO) 2.50% 

78 0.00% 25 0.00% 
225,789 ·S5J% (49.l6l) 2A9~. 

(2,932} 0.07'1o 1,173 ~.()4% 

(21,208) O.~Z'Io (7,060) .0.03% 
(24,140) 059% (5,888} .O.OHo/, 

(20,013} 0.49% 39,688 .0.83% 
(268} 0.01% (Ill} 0.00% 
(347} 0.01% 0.00% 

. (1291) 0.06% 1.~99 ..O.o4% 

(11,939) 0.56% 41,154 .0.87% 

438 .(J.OI% (43&) 0.01% 
(11553) 0.3l% 9,353 ~25% 

(10,48<1) 0.26% (9,9S7) 0.09'/o 
(7) 0.00% 7 0.00'1. 

(lZ,Ci06) oss•;. (1,035) .O.IS'Vo 

(85,787} 2.10'1. 85,787 ·2.10% 

3,250 .O.Oil% (1,6:u) 0.05% 
1,6ZS ~.o.t% (8!2) O.OJ% 
4,4/Z -O.U% (677) 0.04% 
9,347 .O.lJ% (3,114) 0.12'Y. 

(I,.JI7,S1J}I I J2.U" (57J,64BJI.I .. 0.21% 

2,930 .().07% (2.930) 0.07% 

I,SSl .0.04~~ (l,ZJI) 0.05% 

0,00% 1,202 .0.02% 

0.00'/, (6,940) 0.12% 

fi,313.060JI I J1./J" (SU,547)1 I . O.fS" 

2 
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flnifiRSTATES(lM) 
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I !l'EtrllVETAX RAT!BEFOREONEID!E millS 
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N8 ·SALE Of a.EARJNO SfJlvtCES (w/o <X>ODWIU) 

U!B N/ A UOIT Sl;lTI.£\IENT 
ll!L HISTORJC 9}6 

APB2l·PRIOR YfARTRUOUI' i\11< STATS) .. IIIlSI'.II.\1iADJ 
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STATEAIJDIT SETn.EMENTS 

lll'flX:JTYETAX RATE 
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Q3 '08 vs Q3 '07 
3RDQUART£R 

1008 
(UU.JU) 

(l.OJS.!U) ll.OO% 
O.IXJIII. 

(2,0)1.511) JS.OO% 

nocm 
1.425 .0.02% 

17l.{Q) ·).Ill% 
10) Qlll% 

1'76,511 •3,03'/e 

(1.7!9) 0.03% 
..Q.~l&8) MW. 
pO,Ui) 0.51% 

19.655 434% 
(401) Q.OIY. 

(147) 0.0~% 

(q/1) 0.01% 

I IllS -D.J\% 

0.00"/. n...,. 
0.00% 

(1.200) 0.0511 
0.0011 

(lO.ol41) O.ll% 
0.00% 

(2l.641) O .. J•t. 

0.00>'. 

O.lll% 

1.625 .O.Oll'o 
Ill .0.01% 

l.'JOS .0.01% 
O.IJJ .O.U'Yt 

I II.IP/.1JJA JU7S.: 

O.OOY. 

O,CXJ'Y, 

o.roY. 
O,Q1'1, 

0.001'. 
O.COY. 

(6<1) nom 
t.lO~ .00!'/. 

(!>""') 0.11'/o 

I {J,IPI.IDI] I 11.JI" 

- -----
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3RDQUARTER VARIANCE 

l007 

J.1D5,171 (7,0)9,54.0) 

510,]:>4 -'lJ~ (l..l411.1111l) •7.)1% 

(100~11~ i09.J51 9.07% 

(IQJ,004 l.lJ7~. (l~JP5JJ) 1.73% 

)01.11<1 ).m: Qa.Sl6] .).1(111 

1. ... O.ll"iio (65~) .0.20'/t 
a<o~: lll.CilO -l.IXIII 

l.llO QIJ'~ (1.11l!J. .O,ll% 

.&1,.911 J ... U% u•.oo7 o6.SI% 

(10.7!18) .o.v.• 9,029 0.93% 

lll.09l)~ (15,173) 1.57% 
(lJJUI;\) ·lAO% 1'.144) 1.30% 

(5.7ill) .Q.4r,~ 25 ... ) 0,1.,, 

161 D. OJ~ (56l) .0.011'. 

(1,01~) .QIJ9)' 69l 0.01% 
(3,1S6) ·ll.!f>':. z.~ 0.17% 

(~,1)7) ----:i.if.7. 11.1141 O.SO'"/, 

l9&:!:) .(I.QS% .., O,OB'A. 

1691 ..0.0~ 69 0.01% 
(475) .Q,Ot% ., o.~J.w • 

(:7,117) ·l.li% 1.1,917 :Z.JO% 
0.111!> O.OOY. 

(\0,109) ·1.~..:. 69,661 7.1JY. 

(11:.::!.~ 
_(!,745) .0.1.1.'Y. 
9J,l65 10.11•/. 

~.WJ OJ.'% (),£89) .O.l2'Y. 

..\6J01 l~ • (".l07) .] ... Y, 

O.Oin~ I,W .0.01\1 
0,00% m .0.01"1. 
OJJIY. ].'IllS .ocm· 
0.~ 6,2)3 .Ill I 

JIJ,IDI I 11.4/S a.m.wA I 1.0'" 

10,5.'0 o.rr.~ (IQ,S)O) .0,67\;. 

(l."ll .0.12:% 1,47) 0.12'~ 

lli,O<.() IW.'. (lll,CIIO) •I,66Yo 

{1.\~1 ·7,(,Wy. 11,400 1.09% 

I~.I'W U~'i (15,(1)0) .).l'"· 
ll.!al 1.4~\ (17,5001 ·1.4S", 

n.<m• 1,202 .oar..;. 
n.IJO'I. (6.~) Q.l:l% 

m.m_j I l4.11~ a.uwi,l L I. IS" 

---
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GAAP Income Statement 

GAAP Lines Ql 2008 Tnmd QUJ!rtcrT"'nd 

(lin million f) 1\11 '08 1ul'08 AW!'08 l '08 92'08 01"08 Q4'07 Q3 '07 

Revenues: 
Cornni;silns 195 209 165 569 639 658 688 674 
Prin:ipal Tran<neti<>ns (126) (1,484) (3,663) (5,273) (3,442) 773 1,776 1,612 
blvl:stm: nl B:lnk ing 228 250 133 611 858 867 831 1,071 
Gross lnton:st atld Dividend II¥:orn: 2,377 1,905 1,781 6,064 7,771 9,635 II,IJG 10,9!0 
Asset Managcrn:,./ Othor llB 145 ISO 432 414 438 459 472 

Total Revenues 2,811 1,025 (1,433) 2,403 6,240 12,370 14,890 14,740 

!nlcn:st Expense (2,090) (1,695) (1,521) (5,306) (6,908) (8.863) (10,500) (10,432) 
Note: Net Interest and DwidendJ 286 210 261 757 863 771 637 478 

I Net Revenues 721 (670) (2,954) (l,903) (668) 3,507 4,390 4,308 

Non-Interest Expenses: 
CoTI'!'onsa<i<>n atld llcrells 720 548 682 1,950 2,325 1.841 2,164 2,124 
Tom! Non-Pc,.omcl Rl:bt<d El<pcnscs 340 332 299 971 1,094 1,002 991 979 

I Total Non-Jn1•ru1 E1perues 1,061 880 981 2,921 3,419 2,843 3.161 3,103 

ll~ncoiiEIIidtini;TU<s•::;:·;;i!l;i!!illfi!i!IIIIHIIIii:llil!ll!lliiii!I~O~iiil!iii'(l(SSO~I;I!Iitl'(3'93SJ !!ilii!(S'S:.i~ llillll!ll!:(41087 !11'~;:;•.,,63": ,; ':i'il~i9i !lilil:iii'!!'~f 

Taxes (102) (465) (1,331) (1,898) (1,313) 174 343 319 

IIJ'IIroo'.me·:::;;!!:i::!:;:·;i:':i:'.i~ii!l:'li'!!liillml:i:l!lill!lilllliii 38 '!ii:J:u· rosSl'i'i:li!i' !~<I l!i!lla3:!12'li illi 11\!lll'(:z;rru] ~:~-:: '489·.: •. : ''''·'!!$86i l!l!lliiilll88'11 

LEHMAN BROTHERS GAAP Section- Q3 2008 

A% Year Ia Dale 
Q3 '06 Versus 9 MonlhsEndcd 

Q2'08 Ql '07 2008 2007 ~ 

·II% ·16% 1,867 1,783 
53% run (7,943) 7,421 

·29% -43% 2,336 3,071 
-22% -44% 23,469 30,557 

4% ·8'Yo 1.284 1,281 ... 
-61% -84% 21,013 44,114 -52% 

-23% -49~. (21,078) (29,247) -28% 
·12% 58% 2,391 1,310 82% 

run nm (65) 14,867 nm 

-16% -8% 6,116 7,330 -17% 
·II% -I% 3,067 2,754 II% 

-15% -6% 9,183 10084 ·9% 

illit!llllllllli~39~1ill!li!ijllliiliiiD'i~ii!lli!'l(9lZlll!!i!ll11111li''7s3:HIIillllllilli!!nm· 

45% nm (3,03_6) 1,478 mn 

lll!lllll!illil!liWd lll!lri'!!::l!:tiiiiJi::i:i:i::;!(6i21l)!!lliii 1 1iJ~O~I!I\illlll!!!ili!!lilii' 

9/11/2008 2:47 PM 
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CAAPLine• Q3 2008 Trend 

(S in millio1d) r.., '08 Iul'OS Aug'OS~ 

NYSE 6 6 6 19 
AMEX - . -
Corrmis.sonsOTC 54 49 59 162 
Rcgiorol Canodnn & Oth:r 88 104 55 246 
lMS Usted Agercy JO 32 27 90 
ITS Sccoro!ory 13 13 12 39 

Sec'">' Commissions 191 205 160 556 

Cornrodities 12 14 9 36 
MurualFums I 4 I 6 
Opti:ms ~rd Rebted 21 19 15 55 

Ncubcrg,:r E.xclwlgo Corrrii:!i:ms (2) (0) 2 0 
Soft Dolbr (20) (21) (20) (60) 
Stot Arll E.xpcnsc (10) (II) (2) (23) 

Trun.w:tioMI Expenses (32) (32) (20) (83) 

Cornniisons Oth:r 0 (I) 0 (l) 

~~sliim''iilii!:;tii!llll!ia::j:i!i!l!!li::lilil!iilii9.SJ!!IHil!lliZOlllilll!lii•l'iSSI ,i·~::!:'Slj~! 

By Segment Product 

~c~i:lnS~s-~ 57 61 47 r---"j'65 
~C\IIon SeM:cs • Europe 34 34 30 99 
Excc~iln Servi:cs • Asil 20 21 12 53 

To!al ExecutCn Servi:es Ill 117 89 317 

CoJM>nibles 3 I I s 
Yol•niliy l (2) 6 6 
Equiy Straregies I 0 2 3 
Ectl.lli:s Corpo~ 0 (I) I (0) 

EqliDy BPM Divi<iln Slll>torol liS liS 98 331 
.~ PrTI>: Servi:cs 17 21 18 ss 

EquU:y lndudl112 Prtmc Scl\'kcs 134 136 116 386 

Equities Olttr (OJ 0 (0) (0) 

ITotul!<!_ufdes !J4 136 116 386 

ITotul F11ed lnco.,., 10 8 ll 30 

TotuiiMD 51 65 38 [5-j 

ll'o'mi'CO'iiinJS·Sio.S: n:;::':'·: ''''':•l.i!t,::::n;·.inn::l'!it9S:!ii!lll!ili20~IIJI!Wi!l6s! ,:!!;)1'569' 

LEHMAN BROTHERS 

,..,.,.....,..."' 
\ 

GAAP - Commissions 

QuartcrT..,nd 

02'70& Ql'OS Q4'07~ 

2~ 23 26 24 
0 0 0 

179 208 236 240 
258 216 269 liZ 
99 107 106 139 
56 52 56 50 

617 667 694 665 

44 41 49 ss 
7 6 s 5 

58 48 40 so 

2 (3) (2) (2) 
(60) (62) (61) (60) 
(JO (39) (36) (J9) 
(88) (104) (99) (101) 

I 0 0 0 

t::K;I!llfl 11 :!lll!l!~l639:i ~·:!•! ,:~S$.~iHi~lHi!'688~ lillliii!~7.~l 

r---rn 202 180 r----zo9 
121 139 ISJ 136 
60 56 68 47 

359 386 401 392 

4 5 (0) (I) 

(0) (13) 4 2 
(0) (OJ (0) (0) 
(I) 2 6 (6 

362 391 411 387 
51 47 41 55 

413 438 452 442 

I (8) 3 (7) 

414 430 455 435· 

40 32 40 47 

185 196 193 192 

.::::::;·, •,;:· 1!'6391 :·:: . .'i~!~!if!it:i~l688i 1iillli~i~fi7'4! 

GAAP Section - Q3 2008 

6% Year to Date ~ 
Ql'08 YcmlS 9 MOlllhs Encled Y11l '08 

Q_ -- ...... -· ---- ---- ---
-26% -22% 67 56 19% 

run -100% 0 0 -S7% 
-9% -32% 549 677 -19% 
·4% 16% 780 343 128% 
~9% -35% 296 598 -~0% 

·>2% -23% 147 141 4% 
-lO% ·16% 1,840 1,816 I% 

·19% ·35% 121 122 ·l% 
-12% 33% 19 14 35% 
·S% 9% 160 115 J9% 

-92% mn (I) (44) •971Yo 

1% 1% (182) C"2l 20% 
-ZZ% -41% (9Z) (91) a% 

-S% -17"/o (275) (287) -4% 

l1lll run I 3 -78% 

nm 
illll!l:!l!•!ti'ii't:l\U%IiCI!~l6.W:!i!l!:i!:i::ti:H!il!il~~7,1fillti!IX.1~!11lii:J:!;,):i:H;II;::: S%1 

-8% ·21% S4S 570 -4% 

-18% -27% 359 378 -S% 
·11% 14% 170 107 58% 
·12% -19% 1,061 l,OSS 1% 

24% nm 14 (J) run 
nrn 157% (7) (7) 12% 
run rm 3 (0) nm 

·89'/o -98% I (6) nm 
·9% ·14% 1,084 1,039 4% 
8% 0% 153 137 12% 

-6% -13% 1.237 1,176 S% 

mn ·9)% (7) (l6) -12% 

-7•/o -11% l,l30 1,150 7%1 

-24% -36% 101 107 ~%1 

-17% -20% 535 526 2%1 

•;::;:::;:;,,;.• ... :·;tJ%':::,;,·.tMie'i'!l!iii:I'!;IJ;ill!;l!f:S~7illllilll~ll783fllli!iil:l!:•!i,i';. ::,, 5% 

9/11/2008 2:47PM 
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GAAP - Principal Transactions 
~ QJ20GITRn::l Qan.:rTnnd 6% VrartoD•rr ~ 

(JID~r~tnmru) J111'0H J~'Oi A~·oa r<ii"'Oi ---nrn OI'OS on1 ror;;;-
Q)"'8Vc:n~,~~ 9Mcnla!:rdcd YTO'OB 

9118 OlU7 !008 1007 ~ 

Milnp:: (1144) (461) (l«i) (I.SSI) (l6S (IJ401 797 (l7.a.ll) "" ·9~% (],16]) 196 .., 
Bat* Lean~/ fca .. $) 17 ll6 75 .. 109 $S 69% 1!011 lU 161 7l'~ 

OlockTrod~ (ll) (7) ' (1.1} (14 (ll) (IH) (17) 7$% """~ (14) (1l6) -45% 
Col!'ftld.taT..-dnc "' "' (:!Ill) 1,059 (1.660 4,0S1 l$0 1,771 "" .4011 ),416 .., ... 
Co!M::Id!II:Optilht 1,688 (119) 61! l,J~ ,.. (lJil) 2• .. "" mn 1.10 967 ·14% 

Copcnlll Bon:!& U.!<l 14.185) I. Ill (1!6) (401 (],479) <•Jill •o,Soll: 8111 "" (4,617) lOJS7 .., 
Go"'"""" ~~Dc.ds 181 (Jill 11,01<) (1,117) l7 (950) (1~)7) (1,930 "" .. Ill (l.OJO) (1,146) 19% 

""""Yfolut"' Ill I (II) (20) (16 ,,, 7] (II) u~~ "" (41) Jl ... 
"""-11om!< (91•1 {!,Ml' (l.IS4) (5,010) (1,015 (1,2.!8) (1.9'1,1 (71l) 66% .. (9)611 (l$9) .... 
Mlri::P,lBordJ (ll) (17) (I) (71) 161 (101) 10 (64) "" "" (Ill) (1<6) ·lJ'~ 

Sw..p~&OaMtil.ta 1,290 1,]6.7 (1,1111) 77S 410 5,106 7)11 ]8 '"' "" 6,191 (10,)77) .., 
T~Olt: (.e,907) },126 (1$6) (1,]}7} 1.l3'6 1,777 I.OH (1.648) "" 

_,.,. 1,696 (90S I ... 
Trodi'if• 18 " (14) l (ll (10<) l? 100 ... ·9l% (l.ll) 12.810) _,,,.., 
Yi:kiEma~ (I !OJ (Ill .. (II<) (1-40 (Ia) (146 (206) ·1611 .. ,,. (1,168) 901 .., 
TwO.Olht i206l 700 219 711 lll9 imi 60 "" Ill\ ·1211 70] "" ·ll% 

NnTmdic (126) (1.'15) (J.671) (!Jill (]~76 706 1.751 J.Ml 48'.4 "" (8.1l~J 7.1"'1 ""' 
IliON (D) (0) {0) (0) "' .. 19 (45) ... -991'.4 199 (116) ""' rt1" Blokaa.,: EJ:pcmc 0 I 4 • I 0 (I I "" .. LO I .., 
NdBrokcn~ (0) {01 (O) (0 (OJ 0 (01 Dl% "" (0) (0) "" 

!To'ci\J•rt~G•.r:rri.DIIedalll~il·1~11'rli,l''i'!lllii':,· u ·::··•1'·· •'···';~ ,,;1),)~$; 7J ., lllllllllt:J.:I<I 'l•:lllll;'•';.ml;: •::.;:1•1716::;,,1-·~·:;•UI2'11 1 ,;t!f:!tfiii.SJ•"'ili'J<l;!.jiiltiia"!:JI~;.r•:; ,N3 I :·•:·-•i7' 1J:1llllll:•,rti ttl II'· 

BrStf!!!N~ 

T(]l';l1 bcui:ln Sc:nEa (24) l !0----, r-----m- :!9) (10 156 -9SI4 ·9<11 49l w 1114 

c-atO~ (171 (Ill 9 (11) (ll 7 ]0 OBI lllll ISl% (IS) .. .., 
Vo- (4!) ,, (1<3) (14)) (58 !47 )6) ... 14}% .. ... 1,110 -II% 

..... """" (2) I (21) ~ ··- 111 , -6quOySh..p. ., 20 I) 78 .~ (1~1 uo ~ 
78% ])~ ISO lOll -sew. 

~-.: ........ l • flo\ (]0) ! .. ,. .. 1~% (268) ,., 
""' &J"'rBI'M om.;,.,soboool , .. , ID (117) (IS6) .. m loG ... ... .. <14 1.967 -11% 

~rm.Scni:a (14) (61 47 27 10 .. (94 i ·11% Ul% 157 Ill 16% 
h.-IIIIi Prt~Scrvlctl (61) • I ·~ 96 m _.G 61S ... "" 591 1.101 ·12\t 

C'ol>oi~IS.,~;i<o·'"""" (I) (D) (I) 2 l •• 7 ... .. 4 9 ·56% 
GWI•IT~S~- Eq,lliy " (18.5) (lS) (191) (19! ... 1)0 (116) '" 71% 21 141 -14% 
Dna Prftipal Imaun::n.. • EqWy (20) $l I ]] " (4) ..... ~ 71 10 l7ll% 

G~.lllOppcnrii:::l Gm •• Eql#y I 17 (9) 9 " -81% ... 54 .., 
Pril.111e Eq\iy(MB) (IGJ )!7) (17) (90) li (112) •• 97 "" "" (22>) lOl ""' As:sdMI1"11~1'1Jftllatm:ra cz•1 •• (U) (19) (1<0 (601 $19 (106) -7911 ·72% (ll7) ,., .... 
~Oll.t lll ~"" ~00 48) ZOI z•u 100 269 141)% 8~i 9JZ m ll611 
&Om Alri,.,bo - nn "" .... 
otaJEcMdes .. ll7 I 711 16 1,050 t.l56 761 ·10% .. 0% l.lU 2.101 ·!7% 

Uq.>dM..l= 71 '" " )II (175 1,24~ •ll 141 "" -!ill l,l'HI 1,70$ -l'l% 
Cm!i.Pio4\EU 270 ,., (112) 151 (l<B ,,, ,.. (661) "" .. !S m ·IS% 
~p~ PI D) (1.011) (2.51l) (< .... (},0.:11] (616) (961) (Ill) 1'0% ... (7.Sll7) 119 "" Aalf.st:IIC ("I (~ll) (I,Cil'J) (2.107 (I.SI9 (1,100) (114) m 1911 .. (4,1.26) 9S6 .... 
M ....... IOo.W (IS) (I>) (:1') (107 170 (lSI) !I (<OJ "" 16!11 (90) ]9 "" l'rai)ITI>di-e 101 !I (II) Ill 16S l8 12] 121 ·1111 -Ill m lSI Ul~~ 
ADC<ooon~ (oil) 117) Ill 219 116 IJl) Jl "" "" ... (39) (291) -•1% 

FCu:d llz:ORBPM Sthol:::ll I! (tl<ll (l,987) (6.)19) (J.766 (liS) (llG) 99 6~~ "" (IQ,UD) ].Dl6 ""' FlDPTm::SC1\ices (]" 18 ll (8 l< 73 116 liS .&ol% .. 10 191 ·9ll\ 
J:IDin:llldlm!P'rlrrcSC'I'\'kU l .,. • u iiili m Jl m ""· ... 10.660 '"' ... 
(ibb:I1~1Sa.~Qts • (,)6)· (28) ($9) (175) (1'1)) (17) (121) .66Y. ·SlY. (4117) IJ! nm 
G\Jb,d Tf'ldit; Sont=ia. Di:nn::::sK\1 USIJ I Sill • (20.0) (1 (Ill) ,. 70 "" "" (29)) 166 .., 
PtT-11~ Eq_uiy. FlO •• (7) (10)) (91) (137 -ll% ... )ll9) "" 1\SMt Mara~n:11. Pri'c~l· FID l (II (ll) (Ji) (lll) ·18% mo (liD) "" fiDOo>c. !O 766 100 1.286 662 1!7 118 <ll 9f% 17211 !.JO.t 4lZ "" Tola)flndiDCOn¥ IJJ , ... Ull . f'<Al , .. 611 ,., m 4l'l. ... 9,15~ l91l 111111 

T~!Uilb-tO 75 ., •• 160 l!J liS 121 -67% -4111 6!8 611 tl'A. 

~t.al ''ITrii..niCtlo'U'.Ir~:tL. ~·: :·. ·. :: 1 :i~ U :·:-: ! l' !~·.: ;i : "' :!::111 7J ll\U:~ .. ;jj ..... Tl3 .. '1:'116 :: : r oz. li.tl:'/!11:1!!%\lilhiil:iiHtii:Q.!J].' ;~,. ['J~JJ.· ... ' .,. llll:;lll:itl!i:lilllitml 
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GAAP 

CAAPUnes Q3 2008 Trend 

(Sin millions) Jun '08 Jul'08 Aug'08 "'""QJoOs" 

Mercers and Advilory Fcos 80 84 68 231 

FJDJV I I I 2 
EquityN - - - -
HighYi:kiJV . - - -
R.eaiE.statcJV I (I) 0 (0) 

JV Bankitg 2 (0) I 2 

Originati>n 147 171 66 383 
GIL IIM:stmcnts - . . . 
Bmlking Transactional Ellpenscs 0 (4) (2) (6) 

t.ro:llltiliiVe~ime:ii(~aiiliJiigii:i'·:;!:: ·· ;~::::!t.::,l~:::2zsilii:!;il/llii!ilso;,:lllli!1i!!:':i33l !ii!!!i:ill:~111i I 

By Segment Product 

Equity Urdcrwriing 
Debt UndcrwrU!g 

77 

72 
59 

107 
23 

41 
160 
220 

,..--~\ 

- Investment Banking 

Q2'08 

240 

II 
(0) 

(7) 
(140) 

(136) 

754 

(0) 

II i!i!ll:ilii!:858i 

330 
288 

Quarter Trend 

QI'08 Q4 '07 

330 388 

n 8 
7 12 
7 s 

_{98) (46) 

(12) (21) 

549 465 
(O) 
(I) (I) 

~: =:!i11!~;,s6t·~:r~: ~: :1! ;l;i'83J: 

214 
322 

210 
233 

QJ '07 

425 

II 
II 
0 

28 

so 

598 
. 

(I) 

.'•':;::::t';0!71• 

296 

350 

ll.o/o Year to Date t:.% 
Q3 '08 Versus 9 Monlhs Ended Y!D'08 

_9.2'08 Q3 '07 2008 2007 'ol;, Y!D'07 

-4% -46% 801 949 -16% 

-78% -79% 85 22 287% 
·100% ·100% 7 92 -92% 
·100% -100% (0) (0) -79% 
·100% M1 (238) i7 1'1111 

rm -95% (145) 191 1'1111 

-49% -36% 1,687 1,935 -13% 
run M1 (0) . nm 
run nm ('1) (3) 104% 

!!i,i!lt:tm'+w.r.•!ii!Wli!!!:l43:%Hin•rllli!ii!:i~¥1ii!!!iill!i:lio:~ii!'EJ:!t:i!l!lli~:z4:%1 

-52% 

·24% 
-46% 
-37% 

705 

830 
805 

1,318 
·12% 
-37% 

79 84 69 -46% 801 948 -16% 
: ~61!!lili;!i'~:omid:ii!!il!!:~z;c~ 

911112008 2:47 PM 
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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 thts 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. 

The firm'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 difficult 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 1 0-Kand the most recent quarterly report on Form lD-Q as filed with the SEC. The firm's financial 
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statements for the third fiscal quarter of 2008 are not finalized until they have filed in its quarterly report on Form 1 o-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 ln 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 1 ()-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 f'?und 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. I will now 
turn the call over to Dick Fuld. 

Dick Fuld- Lehman Brothers- Chairman, CEO 

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

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 will accomplish a substantial de-risking ofourbalancesheetand 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. 

I will discuss the strategic actions we are taking to restructure and reposition the firm, and then the rationale for each. After my 
comments, I an wiH discuss the mechanics ofthe 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 overtime. 

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 IMO, our market share and 
how we are winning mandates, you'llsee that our client relationships remain strong. Now, I spent a great deal of time in this 
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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 client 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 sefldown of residentials over the course of this quarter, we a~e finalizing with BlackRock a 
bulk sale of our UK residential assets (technical difficulty) sale within the next few weeks. 

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 above 
the fundamental expectations. tan 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 ofthis 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 inco~e. Next, we are cutting our annual dividend to SO.OS 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 versus12.1 at the end of 
the second quarter. We'll think about future capital by loo~ing at the total equity capital raised from I MD, 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 ourresidential 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. 

I believe as a firm we've made (technical difficulty) choices and we've putthe 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 I 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.lan, let me turn it over to you now. 

Ian Low itt- 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 clarify our restructuring 
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, I shall walk you through our restructuring around commercial real estate, residential mortgages, other asset exposures, 
and our investment management division. And then I will review our results for the quarter along with our current liquidity and 
our operating model going forward. 

I 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 $39.6 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 val~e of this portfolio, we wilt be spinning off the commercial real estate portfolio from our remaining 
business through the formation of Real Estate Investments Global or REI Global. 

We expectto spin REI Global to our existing shareholders as an independently managed and traded publiccompany 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 mal\Jrity or sold over time in 
a disciplined manner to optimize value. 

Moving on to execution, approximately $25 billion to $30 billion of commercial asset5 are expected to be transferred into REI 
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 16% 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 of85. 

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. REI 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 REI Global, Lehman Brothers will contribute equity equal to 20% to 25% of asset value and provide debt 
financing for the 75% to 80% of the total. So tt 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 REI 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 REI Global shareholders 
overtime. Based on the expected assets to be contributed to REI Global, 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 S5 billion per year over the next three years. We expect rapid debt 
paydown at REI Global, with debt to total assets decreasing from 75% to 80%, to approximately 50% within four years. Initially, 
REI 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 decline in property 
values for each property type in every geographic market where REI 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 point 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, REI Global will be adequately capitalized and is not expected to result in 
impairmentto the debt. 

Following the spinoff, our shareholders will hold shares of both Lehman Brothers and REI 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 materia! 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 ofthe 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, a 31% 
reduction versus last quarter. 

After these dispositions, our residential mortgage inventory will be $13.2 billion, of which approximately 32% of the assets are 
in less-risky asset classes, including $1.6 billion of Alt-A servicing rights, and $600 million of Alt·A AAA 1/0 securities, both of 
which have negative correlations to deteriorating markets; and $600 million of reverse mortgages that have an LTV of 
approximately 39%, 5500 million in Asia, and approximately $900 million of assets across the US portfolio in vintages 2005 and 
earlier. 

The rest of the assets -and this includes the $900 million of the 2005 and earlier vintages- are as follows. $3.7 billion of 
additional Alt-A exposure, marked at an average of 39versus 63last 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 83last 
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 of45 versus 48last 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 
20points. 

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 SO% of the loans default and average recovery rates are only40%. 

This base case assumes national home prices drop 32% peak to trough, versus 1 B% to date, with California down 50% versus 
27% to date. For a OOAI 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 ofLIBOR 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 25 times the current delinquency rates for the LIBOR plus 
1 ooo case, 3.6 times for the LIBOR plus 100 case, and 4.5 times for the 0% yield 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 30% 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 LIBOR plus 1100 case, 3.2 times for the Ll BOR 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 disti net business opportunities across secondary and distressed trading, 
servking and NPL management, as well as client advisory. 

Regarding other exposures, our other asset-backed positions were reduced by 29%, from S6.5 billion to $4.6 billion during the 
quarter. and we reduced our acquisition finance exposure by42%, from S 18 billion to $10.4 bilfion, 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 billion to $35 billion; so very significant progress in moving the legacy assets and creating a dean balance 
sheet for core Lehman going forward. 

Turning to the investment management division, today we announced our intent to sell a majority stake of a subset of our 
investment management business. The subset indudes 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% ofthe 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 fiscal2007 basis, the pro forma impact would have been Jess than 5% of the firm's pretax earnings. After closing,IMD will 
have an autonomous governance structure from our investment banking and capital market divisions. However, IMDwill remain 
an important strategic platform for the firm. 

The business will continue to operate under the Lehman Brothers and Neuberger Berman brands. Oients will continue to be 
able to access all oft he capabilities of the firm across operating units. Weare 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 facilities 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 dean company and be able to thrive away from its legacy assets. This will a flow 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 B% 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 biiUon to approximately $311 billion. We ended the quarter with gross 
leverageof21.1 times, compared to24.3 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% atthe 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 10% minimum 
regulatory threshold. 

B<>ok 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 our !MD business, and the reduction in our annual common stoc:k 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, S 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 $53 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 totaled $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 COX, 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 200to 600 basis points while 
. other spread sectors were more range bound. Our 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 S 1.7 billion, compared to 900 in the second quarter and 
S 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 writEK!owns 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. 

TotaiiMD 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 to a gain of approximately $70 million 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 difficult operating environment in the third quarter, 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 remainedtlepressed 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 diversification of balances across brokers and not a lost dlents. 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 11% from the $1.1 billion in the second quarter. We've 
identified a set of near-term cost r~uction 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 
bi Ilion and third-quarter expenses of $2.9 billion, we are pretax-positive for the quarter excluding the markdowns, debt valuation 
gains, and principal losses. I 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 bill[ on 
at the end of the second quarter. 

Funding provided by our whoJJy owned banking entities also remained stable this quarter, with $47 billion of assets funded in 
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 billion is treasuries and agencies. The remaining $96billion oftri-partyrepocomparestothe$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 Sf65J billion of non-eligible collateral last quarter, and includes 
$25 billion of highly liquid investment-grade fixed rncome 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 ave1age tenor of our non-central-bank eligible tri-pany 1epo Temains 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 oft he 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 aoy liquidity risks to our secured and 
unsecured funding positions. Through last night, our liquidity pool remain~ essentially unchanged at $41 billion. 
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Let me briefly review our operating model going forward, as we focus again on core Lehman Brothers and executing our business 

plan in 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 Brothers is intended to have less reliance on wholesale secured funding for our less-liquid assets, and an increased use 

of bank deposits from 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 S 13 billion of revenues. using a detailed 

bottoms-up analysis by business and adjusting forthelMDtransaction. 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 equity investors, debt investors, clients, cou nterparties 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 I 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 ofthe end of August. Is that pro forma with the Neuberger gain or not? 

lan Low itt- 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 capital in Tier 1? What's Tier 1 pro forma Neuberger sale, or IMD sale? 

I an Lowltt- Lehman Brothers- CFO 

Well, I 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-

Glenn Schorr- UBS- Analyst 

Okay, I don't need the proceeds, I 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. 

Jan Lowltt- Lehman Brothers- CFO 

Minimally, it dears out the goodwill. 

Glenn Schorr- UBS- Analyst 

Okay. And I know what the tax basis of what- at the time of the Neuberger transaction, but can you help us with the tax basis 
ofiMD7 
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I an Low itt- Lehman Brothers- CFO 

We would rather not go into that. 

Glenn Schor r-UBS -Analyst 

FINAL TRANSCRIPT 

You'll wait till after the sale? Okay. So then, the REI 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 REI spin, if the percentage- the $25 billion to $30 billion times the 
20o/o to 25% equity that you gave us. So is that all equity from Lehman or is any of that third party raised? 

I an Lowitt- Lehman Brothers- CFO 

Yes, I 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. I 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 shareholders 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 REI, and make people feel okay about it, 
it's the equivalent of a 20o/o/25%. 

lan Low itt- 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 

I am with you. And then, are you able to tell us, ex-Archstone/SunCal what the average mark is on the rest ofthe portfolio? 

Jan Low itt- 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. 

~;1FMM4~~----w_w_w_~_t_re_e_t_e_v_e_n_u_._ro_m _____ ~ _____ c_o_n_t_a_c_t_u_s ____ ~t_:~·:~~~~l 
0 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 w1;1ten con5ent of Thomson FinanciaL 

. CONFIDENTIAL TREATMENT REQUESTED BY LEHMAN BROTHERS HOLDINGS INC. LBHI_SEC07940_042851 



•. 

FINAL TRANSCRIPT 

Sep. 10. 2008/S:OOAM, LEH- Q3 2008 Preliminary Lehman Brothers Holdings Inc. Earnings Conference Call 

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 REI spin? 

I an lowitt- Lehman Brothers- CFO 

No. 

Glenn Schorr- UBS -Analyst 

Okay, and then I guess the biggie after all this, ifthatequitycontribution is being made across to REI and some of it might have 
been already theoretically in there against those assets, what do you 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 REI and maintain your 
Tier 1 around where it is now. 

I an lowltt- Lehman Brothers- CFO 

No, I think that- we think that dearly 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 I MD. 

We will have much less risk on our balance sheet which would allow us to let our leverage drift up from, say, 105 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 ofthe de-risking, bringing down our risk-weighted assets. So we feel 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. I should end there and let others have a chance. Thank you. 

Operator 

Michael Hecht. 
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Michael Hecht -Bane of America Securities-Analyst 

Bane of America. Can you guys help us- following up on Glenn's question just, I 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 REI transaction 
and the IMD transactions? 

lan Lowltt -Lehman Brothers- CFO 

I mean, I think that- lots of things moving around with regard to that. You know, I think that you can compute it in part based 
on how much equity we are going to shift over to REI and what that is as a share of the total common. And I 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- Bane of America Securities- Analysr 

Okay. And then I guess, you talked a linle bit about the- well, I guess how should we think about the impact you guys are 
seeing on the client-facing franchise? I 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 on the impact 
you think you are seeing so far in September, especially given the pressure the stock has been under? 

lan Low itt- Lehman Brothers- CFO 

I think that the- we think that the marketplace itself was sort of seasonally slow in the third quarter, and our estimates ofthat 
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 activity is in line with what we think the marketplace has been, and I think that what we're seeing into September 
is broadly similar. 

I think over the last two days, obviouslythere'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 dearer about what 
our quarter is and what we're doing going forward, and what we're planning with regard to I MD, 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 clean 
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- Bane 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, CEO 

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 I 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 dearly is not 
the case. They've been distracted by rumors, they've been distracted a little bit by comments in the press which I mentioned 
in my comments. 

But l 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, and that culture is holding. As far as turnover, I see no indication ofanything that would be abnormal at all. As far 
as the Board, I'm not sure what you were asking me there. Were ypu asking me, what is the relationship of (multiple speakers) 
-? 

Michael Hecht- Bane 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, we've 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 all 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, I have always said that, if anybody came with an attractive 
proposition that made it compelling for shareholder value, that would be brought to the Board, discussed with the Board and 
evaluated. That has not changed. 

M lchael Hecht- Bane of America Securities- Analyst 

Okay. I just have a follow-up on the investment-management business. I 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, I 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 I 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 innows in someofthe long-term products- maybe 
just some color there, too. 

Jan Low itt- Lehman Brothers- CFO 

Sure. Yes, I 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, buttoyour point, that doesn't have a lot of 
impact on revenues. 

You know, with regard to how this plays through, clearly when you think about the lMD 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 ofwhateverthe earnings are of the portionsofiMD that we are selling off in 
this form. 
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So the combination of those things, retaining two of the revenue streams and earning streams at 100%, and then a little bit less 
than 50% of the earnings streams that we sell, (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 I 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 confidentthat that's the best way to getthe most value out of it, both for sort of core Lehman as well 
as for the investor. 

Michael Hecht- Bane of America Securities-Analyst 

Okay. Thanks a lot, guys. 

Operator 

Mike Mayo. 

Mike Mayo- Deutsche Bank- Analyst 

Deutsche Bank. I 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 I guess twill start with the residential real estate. It's 
down to $17 billion, and you said 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? 

Jan 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? 

Jan Lowitt- Lehman Brothels - 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? 

Jan Lowltt -Lehman Brothers- CFO 

We think thatthere are a couple of additional trades in Europe that are currently being contemplated, which would reduce that 
exposure some amount beyond that. But I think we feel our objective is to run this business in and around $10 billion over a 
period of time, so 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. I 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. 

Mike Mayo- Deutsche Bank- Analyst 

So let's just accept what you:re saying as absolutely correct. That implies the main issue is the lingering commercial real estate 
exposure. I 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 commercia.! real estate exposure. At a minimum, whole loans are two-thirds ofthe 
commercial mortgages. How much have those whole loans been written down? 

lan i.owitt- Lehman Brothers- CFO 

Well, I 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? I mean, I can answer this question, but you said you capital ratios 
-tier 1 in total- are well above the minimums, yet at the same time you are raising tangible equity by $3 billion. So that implies 
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 REI with? 
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lan Lowltt- Lehman Brothers- CFO 

No, I think that would be absolutely the wrong way to think about it. The way I 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 I 
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? 

lan Low itt- Lehman 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 ofleverageable 
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, 12 to 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 REI spin? Dick, maybe 
you can respond to that, because this is I think that is the issue right now. 

Dick Fuld - Lehman Brothers- Chairman, CEO 

You're talking about strictly the commercial real estate? 

Mike Mayo- Deutsche Bank- Analyst 

Yes, just commercial real estate. 

Dlck Fuld- Lehman Brothers- Chairman, CEO 

We had a number of sales this last quarter, and it's been a very hard- I think actually ian spoke about it- a very hard stress 
analysis atthe 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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I an Lowitt- Lehman Brothers- CFO 

I think CMBX actually tightened a lot last quarter, and there were no gains associated with it is 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.I 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 assodated 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 difficult 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 
q>mfort 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. 

Douglas Sip kin - Wachovia Securities-Analyst 

Wachovia.Just one follow-upon 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. I know a couple of other 
analysts have highlighted about $6 billion to $7 billion in equity basically transferring over in. I mean, is there going to be a 
significant book value implication from this transfer? I'm just not clear on that. 

Jan Lowltt -Lehman Brothers- CFO 

I think we would say that, ifltwas the $6 billion to $7 billion, it would be $6 billion to $7 billion out of the $19 billion oftangible 
book that we actually operate with, and that would give you a way to split the bookvaluethatwethinkgoesinto the new entity 
and the book value that remains. 

Doug I as Sip kin - Wachovia Securities- Analyst 

So you've identified $3 billion of I 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? 

Ian Lowitt- Lehman Brothers- CFO 

That is correct. 
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Douglas Sip kin- Wachovia Securirles- Analyst 

So arguably, that $3 billion could be, depending upon the pricing - I mean, a considerable amount higher I would imagine, 
even though it's probably a challenging environment to sell a piece of an asset-manageme11t business, the AUM level is 
substantially higher from when you first bought it.ls11't that correct? 

I an Low itt- Lehman Brothers- CFO 

Exactly right, so I think you're thinking about it exactly the right way. 

Douglas Sipkln- Wachovia Securities -Analyst 

Then just a general question, and I know it's kind of early into the government actlo11 over the weekend. What are your views 
on the impact that's going to have on your business? Have you seen any tangible impact ofthat already? I 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. I think we would argue the event itself was extremely constructive from a point of view of both 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 
impactful. So we were very constructive. We have held a number of research calls in from the risk side. We are very constructive. 
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 positive psychology, a 
slight improvement. We were not expecting that it would be an over-night affect, but overtime, 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 Sipkln- Wachovia Securities- Analyst 

Then just a 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 -Lehman Brothers- President, COO 

I think, if you're speaking to- you are speaking to the securitized markets or you're speaking (multiple speakers)? 

Douglas Sip kin- Wachovia Securities- Analyst 

No, no, like just debt finance- I 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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I an Lowitt- Lehman Brothers- CFO 

we think it's obviously helpful at some level, but I think that more stabilization is probably necessary to be able to address what's 

already a lot of buildup. 

Douglas Sip kin- Wochovia Securities- Analyst 

Great, thanks. 

Operator 

BiiiTanona. 

Bill Tanona- Goldman Sachs- Anafyst 

Goldman Sachs. Good morning. I guess the first question is are you guys providing financing for the investment management 
sale? 

I an Lowitt · Lehman Brothers- CFO 

You know, we are expecting bids back very, very soon, and we will see, as a result of what comes bad<~ whether that's necessary, 
but it's not currently anticipated. 

Bill Tanona - Goldman Sachs- Anafyst 

Okay. Then I guess, in terms of understanding, I know somebody else had already asked the question but I guess I 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 I just don't understand how 
you guys can sell 55% yet retain the vast majority of the pretax income. 

lan Lowitt -l.ehman Brothers • CFO 

No, I think you are right that we would not be consolidating, and I think that maybe I can clarify 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 weare selling, we won't be consolidating that, and that represents a small piece of the eamings 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 
pie<:es 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 biJrion, 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 ofthe assets to the new co., considering that was I 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 run rate, 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. 

I an Lowitt · lehman Brothers - CFO 

Yes. Actually, what we're doing with a lot of the cash flow that comes in is using it to just mark down the bases, so the impact 
on our revenues 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 lot 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.? 

I an Lowitt- Lehman Brothers- CFO 

There will be audited financials as part of the Form 10filing. 

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. I assume part of that is because 
of your involvement around some of these transactions. J 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? 

Jan Lowltt ·Lehman Brothers- CFO 

Yes, I 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 Lowltt- Lehman Brothers- CFO 

I think we need to be in a circumstance where there isn't any nonmaterial public information that is precluding us from doing 
that. 

Bill Tanona ·Goldman Sachs -Analyst 

Okay, thanks. 

fan Low itt-Lehman Brothers- CFO 

I think 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 Mosz.kowski. 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 Low itt -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 -Anafyst 

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 Lowltt- Lehman Brothers- CFO 

I think the retention of IMD folks is a critical element of the structuring, so that's something that both we and whoever the 
ac:quirer 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- Merrill 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. 

I an Lowitt -Lehman Brothers- CFO 

Yes, I 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 

Okay, that might be helpful. Maybe I 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 ofthe 
run rates of commercial real estate over the last couple of years? 

lan Lowitt- Lehman Brothers- CFO 

Sure.l 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 I think that is the principle ways in which weare 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 partidpating. You may now disconnect your line. 
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