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From: Raazi, Cactus

Sent: Thursday, August 10, 2006 3:48 PM
To: Shah, Poonam

Cc: Scales, Carly; Swenson, Michael
Subject: Paulson bookings

I've already tried to book this once - didn't stick - need your help now
GS sold 550mm protection on ABX.HE.A.06-2 to Paulson - should be allocated as follows:
Paulson & Co. ABX Ledger

ABX Index

ABX.HE.A.06-2
Executing Broker GSCO
CDS Counterparty GSCO
All Prices Quoted in Basis Points 8/9/06 <
Account Name 99 31/32
HFR (8,900,000)
Paulson Partners Enhanced LP (38,160,000)
Paulson Partners LP (29,130,000)
. Paulson International Ltd (104,360,000)
Lyxor Paulson International (37,420,000)
Paulson Enhanced Ltd. (329,715,000)
PGS Focus (2,315,000) wmmmee == Redacted by the Permanent
Subcommittee on Investigations
TOTAL = (550,000,000.00)

Cactus Raazi

212.902.3943 direct

917 W mobile - o
This material has been prepared specifically for you by the Credit Derivatives Trading/Sales Department and is not the product of Fixed Income or
J. Aron Research. This document does not constitute an offer or invitation to acquire any security or to enter into any agreement and Goldman :
Sachs (as used herein, such term shall include affiliates of Goldman Sachs) is not soliciting any action based upon this material. Opinions
expressed are our present opinions only. All of the information herein, including public ratings, domicile and industry classification, is provided
based on what we reasonably believe to be recent and reliable information, but we make no representations or warranties, express or implied as to
its accuracy or completeness and we are not responsible for errors or omissions. All information is based on what we belicve to be the final
portfolio, but is subject to change. Transactions described in this material may give rise to substantial risk and are not suitable for all investors.
Goldman Sachs, ar persons involved in the preparation or issuance of this material, may from time to time, have long ar short positions in, and buy
or sell, the securities, commodities, futures, options, derivatives or other instruments and investments identical with ar related to those mentioned
herein. Goldman Sachs does not provide accounting, tax or legal advice; such matters, as well as the suitability of a potential transaction or
investment, should be discussed with your advisors and or counsel. In addition, we mutually agree that, subject to applicable law, you may disclose
any and all aspects of this material that are necessary to support any U.S. federal income tax benefits, without Goldman Sachs imposing any
limitation of any kind. Goldman Sachs, by virtue of its status as an advisor, underwriter or otherwise, may possess or have access to non-public
information relating to the companies and assets that are referred to in this material, and does not intend to disclose such status or non-public
information. This material has been issued by Goldman, Sachs & Co. and has been approved by Goldman Sachs International, which is regulated
by the Financial Services Authority, in connection with its distribution in the United Kingdom and by Goldman Sachs Canada in connection with
its distribution in Canada. Further information on any of the securities, futures or options mentioned in this material may be obtained upon request.
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From: Sparks, Daniel L

Sent: Thursday, December 07, 2006 9:06 PM
To: Montag, Tom

Subject: RE: More thorough response

Life to date now is basically flat to down a bit.
Have been to big, stubborn and provided too much liquidity.
But they are very good and I have confidence they will do well once we get through this.

————— Original Message--——--

From: Montag, Tom

Sent: Thursday, December 07, 2006 8:59 PM
To: Sparks, Daniel L

Subject: RE: More thorough response

what is LTD now? how well are they really trading it

————— Original Message--———~

From: Sparks, Daniel L

Sent: Thursday, December 07, 2006 8:58 PM
To: Montag, Tom ’

Subject: RE: More thorough response

Pushing and squeezing is definitely working. The head guy - John Paulsen -~ makes all the
calls.

our guys will trade it well - just need to get square.

Fitch putting Ameriquest on servicer watch observation could cause some early pain Friday.
Ameriquest is the monster in the space.

———== original MessageQ————

From: Montag, Tom

Sent: Thursday, December 07, 2006 8:48 PM

To: Sparks, Daniel L -

Subject: RE: More thorough response

seems with big move like this they would take some off the table--unless the hﬁture of
this lends itself to squeezing and pushing——maybe we should hire there guy who is doing
this

——— Original Message-——--

From: Sparks, Daniel L

Sent: Thursday, December 07, 2006 8:06 PM
To: Montag, Tom

Subject: RE: More thorough response

They appear to have dedicated funds raised specifically for this trade - short resi
subprime

They haQe it levered

We have on with them something like (these were done prior to the last few months when we
have not done much with them)

$3 billion BBB flat

$2 billion A

42 billion of tranched protection CD3

i

Permanent Subcommittee on lnvestigation;
Wall Street & The Financial Crisis
. Report Footnote #1623
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We have heard they have a total of $15-20 billion on

They had asked us to do another tranched protection trade for them, and seem fine with it
being pushed to January :

————— Original Message—-—--~

From: Montag, Tom

Sent: Thursday, December 07, 2006 7:48 PM
To: Sparks, Daniel L '

Subject: RE: More thorough response

how big is paulsen and what are they doing
————— Original Message———--

From: Sparks, Daniel L

Sent: Thursday, December 07, 2006 7:08 AM
To: Montag, Tom

Subject: More thorough response

I was e-mailing while driving

After moore there were not other follow-on short-coverers or outright buyers at those
levels

structured exits are complicated and take time
And we didn't push hard enough

. Market has repriced so there are starting to be some outright buyers, and team is pushing
hard on structured outs

Biggest/quickest issue is whether to approach the monster who is shorting non-stop -
paulsen :

Could result in quick reduction, or they could use it against us in a very significant way

Confidential Treatment Requeste‘d by Goldman Sachs GS MBS-E-010931325

<5



Mortgage Department Update

January 9, 2007
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P&L Review
ABX / ABS CDS Risk
Subprime Risk |

Com petitors

o P WON =

Oppdrtunities, Challenges & People

Appendix

- Subprime Recent History
CDO Pipeline
Growth Opportunities

Challenges
People
2
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$mm
Business Unit 2007 Budget YTD 2007
Resi Prime 108 73 42 75
CMO & Derivatives 78 18 1 30 4

. Hybrids & Subs. - 30 55 41 45 10
Resi Credit 133 204 269 300 26
CRE Loan Trading | 99 197 167 200 22
ABS Loans & Finance . 28 45 40 52 4
SPG Trading 68 99. 179 200 (62)
ABS 29 44 | 61 75 (62)
CMBS 41 46 53 50 -
Correlation * (2) 9 65 75 -
coo ' 50 146 222 265 23
SPCDO 27 87 122 120 3
uscLo 23 48 70 75 10
Euro CLO : - 1 30 70 10
Tax Residuals 7 2 12 15 -
Warehouse Lending

Transfers out

Net Structured Products

European CMBS JV- ) 23

Acquisition Finance JV 57
Advisory 16

PFG/SSG JV 51

Manager's/Other

‘ .'Mpité'aéés i

Results have been restated to include Liquid Produ
* Correlation revenues are net of EITF in the amoun

Confidential Treatment Requested by Goldman Sachs

35 41
22 11
12 19
35 39

cts revenues in IRP.
ts of 0, 54 and §3. Current reserve is 98.
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ABX / ABS CDS Risk

Insert risk report

4

GS MBS-E-002320971
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Subprime Risk Areas |

Confidential Treatment Requested by Goldman Sachs

Residual Loan CDO
Loans Interest ABX Warehouse Warehouse Platforms
Current Long $7B Long Long $798mm $2.5B High $10mm minority
Position | subprime loans | $289mm $1.4mm/bp | loans funded Grade equity investment
(to be : ABX vs. $842mm $2.2B (Senderra &
securitized: $4B market value | mezzanine LownHome)
Jan, $2B Feb, $221mm
$1B Mar) resids and
bonds funded
vs. $344mm
market value
Primary | LIQUIDITY & REALIZED | MARKET COUNTER- MARKET REPUTATIONAL
Risk COUNTER- LOSSES SPREADS | PARTY SPREADS & COUNTER-
PARTY v'Losses v ABX/sing CREDIT vCDO PARTY
v'Spreads exceed le name v'Counterpart | liabilities
widen pre-deal estimates CDS basis | y defaults and | widen making
v Counterparty widens misses margin | deal
failure - EPDs calis uneconomic
v Liquidity dries - and assets in
up, can't issue warehouse
bonds widen
Mitigant | v'Largest vSeasoning | v'Short v'Mark-to- v'Risk v'Board Seats
exposures of book $1.4mm/bp | market rights Sharing v Additional
generally to ($6mm ‘02, | single vAll margin vCDS on oversight
better $2mm ‘03, name CDS | |ending CDOs vLoan due
capitalized $45mm vDirection | vAbility to v Pre- diligence
counterparties 04, ally flat trap cash and. | placement
vShort $8B of | $63mm ‘05 offset
CDS/ABX and
$173mm
‘08)
5
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w 457

Residential Loan Competitors

Origination ' .
. International
Direct Conduit  Servicing Presence Platform Name Servicer Name

Bear X X X X Encore EMC
Stearns

Sreat X X X  Select

uisse
Deutsche ' . Chapel /

Bank X X X MortgagelT

RBS

Greenwich
Lehman X X X X BNC Mortgage Aurora
Brothers 949 ‘
Merrill X X X First Franklin H ome.Loan
Lynch Services
Morgan ‘ X X | X X Saxon ' Saxon
Stanley
6

Confidential Treatment Requested by Goldman Sachs GS MBS-Eé002320973
' =g



o) bits 458

Competitive Benchmarking

GS LEH J

Relative Impact (2005 YE)

Gross Revenue $885 mm $2,025 mm (est.)
Balance Sheet (Net)' " $31.4bn $48.5bn
Headcount? ' . 293 _ 4,500-5,500 (est.)
Pro Fdrma Revenue? $1,860 mm (adj.) $2,025 mm (est)
% of FICC Revenue (PF) 21.9% 27.7%

% of Firmwide Revenue (PF) 11.4% 13.8%

Business Lines

Liquid Products via IRP IRP JV
Warehouse Lending Yes Yes
Structured Products Trading : Yes Yes
CDOs / CLOs : Credit JV Credit JV
Residential Conduit Yes Yes
Retail Mortgage Orig. In Process Yes
Residential Servicer Yes Yes
Commercial Mortgage Orig. IBD JV Yes

Real Estate Principal : via REPIA/Whitehall ~ Yes
Special Situations via GSSG Yes

Intemational , Small Yes

1 Excludes pass-throughs and agencies, as per external reporting.
2 Aggregates Mortages (215), CMBS origination {Archon Financial} (51), and Loan Servicing {Avelo Mortgage} (27).
3 Adds back 1BD portion of CMBS JV, Euro CMBS, the US PFG effort, and REPIA.

7
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Opportunities, Challenges and People

Opportunities
Platforms

New Products
CDOs & CLOs
Securitization Finance

International

Challenges

Environment

Competitors
Distribution
Systems

Internal structural issues & conflicts

Key People & Moves

8

~nnfidential Treatment Requested by Goldman Sachs ' \\ 0 GS MBS-E-002320975

>’



‘Subprime Recent History
CDO Pipeline

Growth Opportunities
Challenges

People

WS

9
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Subprime Recent History

Year | Annual Loan Pre-tax | Cum. EPD EPD Street
Volume | Prices | Lender Loss Fre- Losses | Loan
Margin of quency Buyers
Loans
2002 $225B 104 150 bps 2% 1% 10-15 5
bps
New 2003 $350B 105 250 bps | 2.5% 1% 10-20 8
lenders bps
enter
Rapid | 2004 $5508B 103 1/2 | 150 bps 3% 2% 15-25 10
market & .bps
CDO
growth
Credit | 2005 $650B 103 100 bps | 4.5% 2.5% 25-35 15
loosened bps
as rates ’
rise
HPA 2006 $650B 102 0 bps 6% 4% 40-60 12
down & bps
credit
pain
10
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GS CDO Pipeline e = Redatcted by the Permanent

Subcommittee on Investigations

» Mgmt Expected
Deal Name Collateral Type Manager Type Pricing
Camber7 . Struct Prod CDO Cambridge Place Coll. Mgmt Managed Q1 2007
Fort Denison Funding Struct Prod CDO Basis Capital Def Mngd Q1 2007
Charles Funding . Struct Prod CDO GS (Liquidation Agerit) ' Static Q1 2007
Timberwolf CDO . Struct Prod CDO Greywolf Capital Management Def Mngd Q12007
JPMIM Struct Prod CDO | JP Morgan Investment Mgmt Managed Q12007
Point Pleasant CDO‘ Struct Prod CDO | Dillo,h Read Capital Mgmt Static Q12007
Madison Park IV U.S.CLO Managed | Q12007
Harch Ill CLO U.S.CLO | Managed | Q12007
GSAM CLO - |us.cLo _ Managed | Q12007
| Westwood CDO I, Ltd. U.S.CLO ﬁ Managed Q1 2007
Katonah X CLO u.s.CcLo a Managed Q1 2007
Nob Hill CLO I U.S.CLO j Managed | Q22007
Halcyon CLO U.S.CLO R | Voo | 022007
ACA CLO 2007-1, Ltd. US. CLO ‘ Managed | Q22007
Dalradian Europ. CLO Ill European CLO Managed Q1/Q2 2007
[Malin] CLO | European cLO — Managed | Q1/Q2 2007
| CELF Loan Partners IV European CLO — Managed | Q1/Q2 2007
Harbourmaster ProRatalll European CLO _ Managed Q1/Q2 2007
HSAM Europ. CLO 2007 European CLO _ | Managed | Q1/Q2 2007
GSMS 2007 — NCM1 CRE CDO e | o Q1 2007
Sandelman Réalty 20071 | CRE CDO — Managed | Q12007
Aladdin Synthetic CDO I US Corp Mngd — Managed Q1 2007
Synth CDO :
Millennium Park CDO . Corp Cashflow — Managed | Q12007
' CDO - '
ORCA Funding CDO Equity
_ Sponsorship
Vehicle
11
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Opportunities for Growth

Platforms

‘Residential platform vertical integration & product expansion (conduit, Alt A,
prime, servicer, asset management)

Build / acquire resi origination platform in US — long-term payoff

Build / acquire other platforms — REIT, multi-family loans, student loans, auto
loans, international

New

Property derivatives — commercial and residential
Products

Distressed trading — Resi Credit and SP CDO

Synthetic products — managed synthetics, CPDO, CPPI, residual synthetics
Reverse mortgages, small balance commercial loans and synthetic hybrids
Bank balance sheet restructurings |

Prop investing & prop desk

CDOs & ' :
CLOs Combine SP CDOs , correlation, secondary CDOs and tranched index trading

Growth of CDOs & CLOs globally

CRE CDOs

Asia sponsored SP Deals

Secondary CDO trading ‘

Alternative capital raising — CDO, REIT, Credit opp funds

Portfolio credit integration — with corps and globally

Securitization _ ,
‘Finance LBO & esoteric secured financing opportunities — including whole business

CRE product expansion — LBO, construction, healthcare, non-US, esoteric,
ARCs-like acquisition

Infrastructure finance

International  Eyrope expansion — secondary trading, securitization, CMBS, resi platform,
warehouse lending, SP/ICRE CDOs, correlation, loan pricipalling

Other locations — Asia and Latin America

12
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Risks, Challenges and Structural Issues

Environment

Very rough going in Resi Credit world — p&l will be challenging
Housing price & loan volume declines

Investing'in business in difficult environment

Performance of GS Resi deals '

Flat yield curve

Tight spreads and low vol in non-subprime sector

Event and headiine risk in subprime

Competitors  competition — driving rﬁargins down & risk up

Vertically integrated originators controlling product flows
People |

Financing and super-senior risk

Portfolio Lenders

Distribution  Global & middle market distribution
Mezz distribution — especially CDO
‘Marketing tools and support

Syst
ystems SecDB
Relative value tools with strats
Operations
Internal IBD RE
structural 7
issues & Financing Group
conflicts
SSG & REPIA
Non-US opportunities
Dealing with small counterparties
13
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Key People Issues

People moves — strategic allocation of talent:

» Bunty Bohra to manage ABS Finance & lead coordination with
Financing Group

Separation of origination function from management of residual/equity
» Cyrus Pouraghabagher
> Ben Case to trade SP CDO (secondary and equity)

Full time systems person to work with desks, ops, strats, technology and controllers
» Suok Noh

Key people & potential moves:
Clay DeGiacinto
Genevieve Nestor

Janet Bell

Chris Creed |
Scott Wisenbaker & Mitch Resnick
Brian Snyder

Matt Nichols

‘Michael Cawthon

Omar Chaudhary

Roger Boone

Raijiv Kamilla

YV V V V V V VY V VYV V VY

Jon Egol

14
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Footnote Exhibits_- Page 3467 _

From: Krausz, Amy

Sent: : A Thursday, November 02, 2006 10:15 AM

To: . ficc-abstrading; ficc-wicredit

Cce: . Cohen, Jennifer L.; Nikodem, Paul

Subject: ~ Q3 Mortgage Investor Survey Results: PLEASE COMMENT
Attachments: mortgage survey oct06 v2.doc

Hello -

Attached is the draft of the results of the Q3 Mortgage Investor Survey. Please review and send comments by the
end of today. (Note that all graphs will be gstyled appropriately). '

Thank you!
Amy

mortgage survey
oct06 v2.doc

Amy Krausz {roldmun

Mortgage Strategies Sachy
Fixed Income, Currencies, and Commodities

Tel: 212.357.4794

Fax: 212.256.2498

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1625

GS MBS-E- 006576068
(A e
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Structured Products Strategies
Alan Brazil (212) 9024822

Jennifer Cohen (212) 357-2280

Eric Splaver (212) 357-9673

Paul Nikodem (212) 357-5048

Amy Krausz (212)357-4794

November 1, 2006

Clients expect a downturn in housing in 2007, investors worried about high LTV,
low/no doc loans, and pay option ARMs, origination volumes to be down 10% in 2007

- Housing Market

Investors are predominantly bearish on the housing market (almost 70% think that home
prices will decrease by at least 5%). This is significantly more bearish than investor
views from our previous survey, where 38% of investors thought that prices would
remain flat, and 30% thought that prices would drop by 5% next year.

In the case of a nationwide downturn in the housing market, most investors (90%)
anticipate that losses on Subprime collateral will range between 4% and 8%. This figure
is slightly lower than what many research departments are projecting. Most investors
think that these collateral losses would cause partial losses on the lower rated tranches.

CDS and ABX

A majority of respondents (73%) have transacted or are planning to transact in ABX
and/or CDS. The product is playing a small but growing role in portfolios — 39% of
investors expected to have synthetics represent less than 10% of their portfolios, while *
another 16% of investors expected ABX / CDS to represent 10-25% of their portfolios.
Respondents are evenly distributed between using CDS and/or ABX to ramp a CDO and
express views on relative value (both at 26%). An additional 21% use CDS and/or ABX
to express a view on home prices, up from 15% three months ago. This is in line with the
general bearish view on the housing market. Seven investors plan to use ABX/CDS to
express a view on home prices. Of those seven, six investors (86%) plan to participate in
the housing derivatives market.

Home Price Derivatives
35% of respondents plan to participate in the housing derivatives market in the near

future. Of those that plan to participate, most intend to invest in CDS contracts (64%).

Spreads

Confidential Treatment Requested by Goldman Sachs : GS MBS-E-006576069
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In both cash and ABX spreads, investors are generally of the opinion that BBB-s will
widen (55% and 62%, respectively), comparable to results of early surveys. Fewer
investors think BBB- spreads would tighten (10% now vs. 19% 3 months ago). Investors
are still less bearish when compared to historical standards, however, as shown on the
graph below. Since the inception of the survey two years ago, investors have been
consistently bearish on spreads, although spreads have tightened in for the most part

during that time period.
00.00%
80.00%
6000%
4080%
2000%
000% 4
& Tighter @ Unchanged QWider
BBB- Cash Spread
450
«o]
350 4
300
250 1
5
200
150 4
100 -
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0 T T T T v T T
Nov-04 Feb-05 May-05 Aug-05 Nov-05 Feb-06 May-06 Aug-08

Investor Concerns / Risks to Sector

Overall, a large percentage of respondents are favorable to the Subprime sector, but view
it as riskier than other ABS sectors (57% of respondents). Similarly, a large percentage
of respondents are favorable to the Alt-A sector; however, they view it as less risky than
other ABS sectors (37%). Most investors are worried that a housing price correction
(39%) and CDO arb going away (33%) could drive subprime spreads wider, similar to
the results of the July survey. Investors in Europe are most worried about a housing
correction (44%), but also show concern that origination volumes are growing too fast
and that credit standards are loosening (22%).

Confidential Treatment Requested by Goldman Sachs GS MBS-E-006576070
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Originators growing Quality of servicing,
volume too fast / 1.56%
originators loosening

credit standards,
12.50%
- ’ CDO arb no longer
works, 32.81%
| don't think that // : Growth of Affordability
spreads will be driven— products (40 yr/50yr /
wider, 7.81% Hotising price ~~10) / stated doc / other
correction/bubble, underw6rrt éré%:mena,
39.06% )

Investors’ greatest concerns in new product risk are high LTV loans (40% of
respondents), stated/no doc loans (31%), and Pay Option ARM:s (22%).

When investors evaluated similar pools of subprime loans, the characteristic investors
focused on most was the originator (51% of respondents), followed by servicer (30%).

Other, 8%

Servicer, 30%

Issuer, 11%

Another area of concern amongst investors is Reverse Mortgages (RMs). 43% of
investors would not invest in an RM without at GSE wrap. An additional 32% accede
that a GSE wrap is important, but would invest nonetheless if the yield was right. Only
12% of investors would buy RMs without HECM government insurance; the remaining
88% would definitely not or are unsure. Majority of investors (56%) would not invest in
longer term accrual bonds backed by RMs.

New Products

Investors feel differently about the various new mortgage products on the market. 47%
‘of the investors surveyed invest in deals with second lien loans in them, 51% invest in
deals with option arms, and 29% in scratch and dent. Additionally, 15% of the investors
polled invest in deals with SBC loans, and another 22% are considering this asset class.

Confidential Treatment Requested by Goldman Sachs GS MBS-E-006576071
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While currently there are no investors in reverse mortgages, 10% are actively looking at
that sector. Most investors invest in both fixed and floating rate bonds, with a slight

~ weighting towards floating. Depending on the product, different collateral characteristics
become important: :

Most scrutinized factor
Second Liens CLTV
Option Arms FICO
S&D FICO, CLTV, DOC
Reperforming FICO, CLTV, DOC, OCC

Origination in 2007

A large percentage of investors expected subprime origination volumes to be down 10%

" in 2007 vs. 2006 (47% of respondents for Alt-A, 43% for Subprime). 21% of
respondents thought that volumes would be flat, and 11% thought that volumes would be
down more than 20%.

Demographics of Respondents
Of the 66 responses to this investor survey, 27% were banks, 40% were money managers,

16% were hedge funds, 3% were Insurance companies, and the remaining 13% did not
fall into the above categories. '

Insurance

Company
3%

Geographically, 6% were from Asia, 14% were from Europe, and 80% were from North
America. 39% of respondents were CDO managers, with 17% focusing on high grade -
and 23% focusing on mezzanine.

Confidential Treatment Requested by Goldman Sachs ' ' GS MBS-E-006576072
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Asla Europe |N America Total

lam a ) 5

Norcy Mindger e ¥ Sl A T PR ol ey e T T
Hedge Fund 0.00% 11.11% 18.37% 16.13%
hsurance Conmpany 0.00% 0.00% 4.08% 3.23%
Bank 100.00% 66.67% 14.29% 27.42%
Other 0.00% 11.11% 14.29% 12.90%
With regard to Structured Products CDOs

lama CDO manager currently focusing primarily on High Grade 25.00% 11.11% 17.02% 16.67%
lama CDO manager currently focusing primarily on Mezzanine 0.00% 22.22% 25.53% 23.33%
lamnot a CDO manager and have no plans to manage a CDO in 2006 75.00% 66.67% 48.94% 53.33%
|will becorme a CDO manager in 2006 0.00% 0.00% 8.51% 6.67%

With respect to the ‘high property value' areas of Los Angeles, San Diego, San Francis co, Miami, Washington DC,
New York and Boston, by the end of 2007 | expect home prices to be:

Dow n 15 percent or more 25.00% 11.11% 385% 1 6.15%
Dow n 10 percent 25.00% 11.11% 34.62% 30.77%
Bown S parseni o e e e e e R
Flat 25.00% 22.22% 7.69% 10.77%
Up 5 percent 0.00% 11.11% 15.38% 13.85%

If Housing on a national level goes down, | think that the impact on low rated Subprime bonds will be:

Losses will increase to 4-5% | 50.00% 55.56% 43.40% 45.45%
Losses will increase to 6-8% 50.00% 33.33% 45.28% 43.94%
Losses will increase to 9-10% or greater 0.00% 0.00% 9.43% 7.58%

Losses will stay the same (3-3%) o00% U i1A1% | 188% | 3.03%

If Housing on a national level goes down, | think the impact on Subprime lower rated bonds will be:

Full losses on the low er rated tranches e 0.00% i '0.00% | 9.62% 7.69%
No losses, credit support is sufficient 25.00% 11.11% 3.85% 6.15%
No losses, HPA will not increase collateral losses significantly - 0.00% 11.11% 7.69% 7.69%

Partiallosses on the lower rated tranches | 7500% | 7778% | 7885% | .7848%

in three months | think cash BEB- wiil be

Tighter 0.00% 22.22% 7.68% 9.23%
Unchanged 3500% | 33.39% | S2.69% | 9231%
Wider . 7500% | 44.44% | 5962% | 58.46%

in three months | think ABX BBB- will be:

Tighter 0.00% | 3333% | 9.62% | 12.31%
Unchanged e | 2000% | 3333% | 21.15% | 23.08%
Wider | 77500% | 33.33% | 69.23% | 64.63%

1 think the biggest factor that could drive Alt-A/Subprime spreads wideris: _
) 2500% 1 1111% | 37.25% : 3281%
(40 yr/50yr / 10) / stated doc / other

underwriting criteria 0.00% 0.00% 7.84% 6.25%
Housing price correction/bubble 75.00% 44.44% 35.29% 39.06%
[dont think that Spreads wilbe drivenwider " 000% | TAiT% | 784% | 781%
Origihators growing volume too fast/ originators loosening credit standards 0.00% 22.22% 11.76% 12.50%
Qualtty of servicing 0.00% 11.11% 0.00% 1.56%
Confidential Treatment Requested by Goldman Sachs - GS MBS-E-006576073
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] Asta | Europe |N Americaj Total

concern me the most from a credit perspective, all eise being _equal:
50-year Loans T 0.00% | T000% [ T192% | 1.54%
High (100+) LTV loans 25.00% 22.22% 44.23% 40.00%
10 loans 50.00% 11.11% 1.92% 6.15%
Pay Option ARMs 25.00% 33.33% 19.23% 21.54%
Stated/no-doc lbans 0.00% 33.33% 32.69% 30.77%
1think Alt-A (including Option ARMs) origination volume in 2007 willbe ____relative to 2006:
Dow n 10 percent 0.00% 22.22% 50.98% 43.75%
Dow n 20 percent or greater ) 25.00% 0.00% 7.84% 7.81%
Fat 75.00% 55.56% 23.53% 31.25%
Up 10 percent or greater 0.00% 22.22% 17.65% 17.19%
I think Subprime origination volume in 2007 will be ___relative to
2006:

Down 10 percent
Dow n 20 percent or greater
Up 10 percent or greater

33.35% 38.46% 40.00%
"0.00% 13.46% 10.77%
7222281 "38.46% | 3538%
44.44% 9.62% 13.85%

) view the Subprime sector vs. other ABS classes as:
|ike & LESS than other ABS sectors, and | believe that the Subprime sector

is LESS risky than other ABS sectors 0.00% 0.00% 0.00% 0.00%
{like it LESS than other ABS sectors, and | believe that the Subprime sector
is MORE risky than other ABS sectors 0.00% 66.67% 21.15% 26.15%
{fike it MORE than other ABS sectors, and | believe that the Subprime sector
s LESS risky than other ABS sectors 25.00% 22.22% 15.38% 16.92%
|ike it MORE than other ABS sectors, and I believe that the Subprime sector
E MORE risky than other ABS sectors 75.00% 11.11% 63.46% 56.92%

| view the AK-A sector vs. other ABS classes as:
llike t LESS than other ABS sectors, and | believe that the Alt-A sector Is

LESS risky than other ABS sectors 0.00% 11.11% 2.04% 3.23%
{Tke & LESS than other ABS sectors, and | believe that the Alt-A sector is -

MORE risky than other ABS sectors 0.00% 44.44% 26.53% 27.42%
like t MORE than other ABS sectors, and | believe that the Alt-A sector is

LESS risky than other ABS sectors . 75.00% 33.33% 34.69% 37.10%
| ke t MORE than other ABS sectors, and | believe that the At-A sector Is

MORE risky than other ABS sectors 25.00% 11.11% 36.73% 32.26%

When choosing between various Alt-A/Subprime pools with similar credit characteristics, the following factor is
most important to me in tiering the different pools:

Originator 25.00% 55.56% 52.00% 50.79%
Esuer 25.00% 0.00% 12.00% 11.41% |
Servicer 50.00% 44.44% 26.00% | 230.16%
Other 0.00% 0.00% 10.00% 7.94%

If credit enhancement levels increase:
Iwould be nore likely to buy low er rated tranches, but only at the same .
spread 25.00% 11.141% 7.84% 9.38%

1would be more likely to buy low er rated tranches, even at a wider spread 25.00% 44.44% 50.98% 48.44%
Iwould not change ny investing habits 50.00% 44.44% 41.18% 42.19%

My current involvement in CDS and/or ABX could be described as follows: S -

Have already transacted in CDS and/or ABX 0.00% 33.33% 45.10% 40.63%
Have not transacted in CDS and/or ABX, but am considering & 0.00% 33.33% 27.45% 26.56%
Wl probably not transact in CDS and/or ABX 100.00% 33.33% 27.45% 32.81%
Confidential Treatment Requested by Goldman Sachs GS MBS-E-006576074
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Asia Europe |{N America Total

Tuse CDS and/or ABXin the following way: . e

Express a view on home prices (rmacro view) " 100.00% | 0.00% | 2089% | 2059%
Express views on relative value 0.00% 50.00% 24.14% 26.47%
Hedge against spread widening in credit products 0.00% 0.00% 17.24% 14.71%
Pick up spread by selling protection : 0.00% 25.00% 10.34% 11.76%
To Ranrp a CDO 0.00% 25.00% 27.59% 28.47%
As a percentage of my total portfolio, by the mid of 2007 CDS and/or ABX will represent:
10-25 percent 0.00% 11.11% 17.65% 15.63%
25-50 percent ) 0.00% 11.11% 9.80% 9.38%
Less than 10 percent 25.00% 33.33% 41.18% 39.06%
More than 50 percent ) 0.00% 11.11% 5.88% 6.25%
'None ) o 75.00% 33.33% 25.49% 29.69%
On the Housing Derivative Market:
Idon't plan to participate 75.00% 77.78% 61.22% 64.52%
‘liplanto participate } o T1T2500% | 2222% | 38.78% . 3548%
i plan to participate in the housing derivatives market by:
2nd generation products (options, structured paper, etc.) 100.00% 50.00% 21.05% 27.27%
CDS contracts T 0.00% 0.60% 73.68% 63.64%
Forwards 0.00% 50.00% 5.26% 9.09%
For bond backed by RMs, | feelitis ___to have a GSEwrap
Not important if yield is right 0.00% 0.00% 2821% 23.91%
Somew hat important, but w ould stil invest f the yield is right 0.00% 50.00% 30.77% 3261%
Would not invest without a GSE wrap 100.00% : 50.00% 41.03% 43.48%

ysider buying bonds backed by RMs without HEGM government insurance: = "~~~

: 0.00% 66.67% | 39.53% .| 40.38%
100.00% | 33.33% | 4651% | 48.08%
Yes 0.00% 0.00% 1385% | 11.54%

Maybe, but Idon't really understand 0.00% 33.33% 34.88% 32.69%
Maybe, but | prefer current pay 0.00% 33.33% 4.65% - 7.69%
No 100.00% 33.33% |- 5581% 55.77%
Yes ) ) 0.00% 0.00% 4.65% 3.85%

| have invested in a CMBS deal with weighted average loan balance of less than $2 million:

No . 1 0.00% 42.86% 43.18% 40.74%
Not invested in CMBS 100.00% 14.29% 38.64% 38.89%
Yes ' - 0.00% 42.86% 18.18% 20.37%
Confidential Treatment Requested by Goldman Sachs GS MBS-E-006576075
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T2nd Lien Loans Option ARMs | S&D { Re-performing
i participate in the following part of the capital structure in: )
AAA 30.77% . 31.11% 22.95% 28.36%
AAor A 17.95% 20.00% 13.11% 14.93%
BBB or BBB- 897% 11.11% 8.20% 587%
BB+ or BBB- 5.13% 6.67% 4.92% 4.48%
Residuals ' 3.85% 4.44% 3.28% 288%
None 33.33% 26.67% 47.54% 43.28%
| invest in pools backed by
Yes . 46.88% 50.79% 28.57% 0.00%
No 42.19% 41.27% 57.14% 70.73%
No, but considering 1094% 794% | 1420% 29.27%
10.34% 1.85% 2.04% 9.62%
24.14% 38.89% 18.37% 15.38%
A corrbination of fixed and floating rate 18.97% 14.81% 14.29% 19.23%
None 46.55% 44,44% 65.31% 8577% |
When | look at pools, the credit variable that | give greatest scrutiny to is:
CLTV 25.81% 14.29% 20.51% 25.64%
Allow able Neg Am 4.84% 24.29% 10.26% 7.69%
Docurrentation Level TTTT19.35% 18.57% 23.08% 23.08%
Credtt Score 35.48% 27.14% 28.21% 23.08%
Occupancy Type 14.52% 15.71% 17.95% 20.51%
Relative to subprime, | think are trading:
Cheap - 29.79% 46.51% 21.88% 20.00%
in-line 31.91% 18.60% 53.13% 50.00%
Rich : 38.30% 34.88% 25.00% 30.00%
R Riis T —
For Reverse Mortgages (RMs), Small Balance Commercial (SBC):
{have bonds backed by ___in my portiolo [ 000% 1455% )
| amplanning to add bonds backed ____ to my portfolio 10.87% 21.82%
am not planning to add bonds backed ____to my
portfolio 89.13% 63.64%
| would characterize my knowledge of RM, SBC product as:
| have sufficient know fedge to make an investment ' 26.00% 32.08%
Would have to become more familiar with the product T
before making an investment 74.00% 67.92%
Confidential Treatment Requested by Goldman Sachs GS MBS-E-006576076
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From: ’ Sparks, Daniel L

" Sent: Thursday, August 10, 2006 7:26 PM
To: Ostrem, Peter L.; Rosenbium, David J.

Subject: Re: Leh CDO Fund

Next week, in the meantime calm the blank down

' @mm—= Redacted py the Permanent
Su mittee on Investigations

————— Original Message -----

From: Ostrem, Peter L

To: Rosenblum, David J.; Sparks, Daniel L
Sent: Thu Aug 10 19:23:57 2006

Subject: Re: Leh CDO Fund

P.S. Ricciardi has done nothing. He is lost in "tax" ideas which is a worthless route in
my opinion. We have sold to High Net Worth withourt any discussion on this point by the
way.

I need real leverage. Got some structured ideas too. When can we talk strategy for an
hour or so?

-————= Original Message —----

From: Ostrem, Peter L

To: Rosenblum, David J.; Sparks, Daniel L
Sent: Thu Aug 10 19:07:43 2006

Subject: Re: Leh CDO Fund

Let's do our own fund. SP CDO desk. Big time. GS commits to hold proportion of equity
outright. This could be big. Of course, after Orca clcses! I need orca orders. We are
slipping here and I need both your help!

————— Original Message —--—--

From: Rosenblum, David J.

To: ficc-clo; ficc-spgsyn

Cc: Ostrem, Peter L; Sparks, Daniel L
Sent: Thu Aug 10 19:02:32 2006
Subject: Fw: Leh CDO Fund

Sent from my BlackBerry Wireless Handheld (www.BlackBerry.net)

————— Original Message -----—

From: Hornback, Joseph

To: Wisenbaker, Scott; Rosenblum, David J.
Cc: Raz, Shlomi; Ricciardi, Steven

Sent: Thu Aug 10 18:57:54 2006

Subject: Leh CDO Fund .

David and Scott,

Steve and I wanted to post you on the current status and plans at the LEH CDO fund. In the
way of background, the Leh CDO Fund 1 (Wil consists of Gl equity of predominately
risk (they have bought equity in a couple of (NN c:1s). Their

performance to date has been well received by their investors. They are currently raising
their 2nd fund and already have indications north of { il without any OC or marketing
1

Permanent Subcommittee on Investigations

] ] : Wall Street & The Financial Crisis
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materials (including WA from the QGGG 2t Stcve tee'd up before he

left). Their initial intentions were to raise another_fund, but given their success
so far they are contemplating a larger fund with a longer drawdown period. The strateqgy of
the 2nd fund will have a slightly different twist. Consistent with the 1st fund, they will
be investing heavily in QNP But they want to also execute macro hedging and long

short structured credit strategies along with exploring MV structures with the appropriate
managers.

Below is a list of managers that Leh has multiple commitments with:

| Wmmme = Redacted by the Permanent

ubcommittee op Investigations

Goldman, Sachs & Co. . . .

One New York Plaza | 50th Floor | New York, NY 10004
Work: 212-902-7357 | Fax: 212-256-6360

email: joseph.hornback@gs.com

Goldman

Sachs
Joe Hornback

Vice President - Structured Credit ‘
Fixed Income Currency & Commodities Division

Disclaimer:

(C) Copyright 2006 The Goldman Sachs Group, Inc. All rights reserved.

See http://www.gs.com/disclaimer/email~salesandtrading.html for important risk disclosure,
conflicts of interest and other terms and conditions relating to this e-mail and your
reliance on information contained in it. This message may contain c¢onfidential or
privileged information. 1If you are not the intended recipient, please advise us
immediately and delete this message. See http://www.gs.com/disclaimer/email/ for further
information on confidentiality and the risks of non-secure electronic communication. If

you cannot access these links, please notify us by reply message and we will send the’
contents to you.

Confidential Treatment Requested by Goldman Sachs _ _ : GS MBS-E-010898471
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From: Herrick, Darryl K

Sent: Thursday, June 08, 2006 10:50 AM
To: Ostrem, Peter L ’

Subject: Fw: *GS ABS** RMBS CDS Lineup
Attachments: 61103082.htm

Shelves people are shorting are enhanced garbage

Darryl Herrick
Structured Products Group
Goldman, Sachs & Co.

————— Original Message----—-

From: Salem, Deeb <Deeb.Salem@ny.email.gs.com>
Sent: Thu Jun 08 10:17:12 2006

Subject: **GS ABS** RMBS CDS Lineup

61103082.htm
1 BWIC, OWICs

llam BWIC:

$10mm per, $100mm total

TMTS 2006-1 1Bl 881561M92 Baal BBB+
TMTS 2006-6 B2 BCCOPL4B8 Baale BBB+
CMLTI 2006-WMC1l M8 17307G2F4 Baa2 BBB+
CMLTI 2005-WF1 M3 17307GPJ1 BaaZ2Z BBB
EMLT 2005-1 M8 28445FCV8 BaaZ2 BBB
HASC 2006-0PT3 M8 40430HFV5 Baa2 BBB+
JPMAC 2006-WMC1 M8 46626LJCS5 Baa2 BBB
MSHEL 2006-2 B2 61744CYX8 Baa2 BBB+
MMLT 2005-3 M8 59001FDU2 Baa2 A
MLMI 2006~HE1 B2A 59020U3N3 Baa2 BBB+

12pm OWIC:

$9mm per, $18mm ]

152314PBO CXHE 2005-C Bl Baa2
86359BZ79 SASC 2005-NCl1 M7 BaaZ2.

1pm OWIC:

$5-10mm per, $100-200mm

$5-10mm 00764MBH9 AABST 2004-1 B2 BaaZ2 BBB BBB
$5-10mm 03072SMC6 AMSI 2003-11 M5 Baa2 BBB BBB
$5-10mm 03072SNJ0 AMSI 2003-13 M5 Baa2 BBB BBB
$5-10mm 03072SNK7 AMSI 2003-13 M6 Baa3 BBB- NR
'$5-10mm 68389FEM2 OOMLT 2003-6 M6 Baa3 BBB- BBB
$5-10mm 68400XB22 OOMLT 2003-5 M6 Baa3 BBB- BBB

$5-10mm 040104LV1 ARSI 2004-W10 M8 Baa3 BBB- BBB-
$5-10mm 04541GLB6 ABSHE 2004-HES M6 Baa3 " BBB- BEBB

$5-10mm 126673PB2 CWL 2004-12 BV Baa3 BBB- NR -
$5-10mm 61744CHX7 MSAC 2004-NC8 B3 Baa3 BBB- BBB~-
$5-10mm - 61746RHX2 MSAC 2004-WMC2 B3 Baa3 BBB- NR

$5-10mm 81375WAQ9 - SABR 2004-NC1 B3 Baa3 BBB-. BBB-
-$5-10mm .84751PDCO ° SURF 2004-BC3 B2 Baa3 BBB NR
$5-10mm 36228FR81 GSAMP 2004-HE1l B2 Baa3 BEBB NR
$5-10mm 76110WJ80 RASC 2004-KS1l1 M6 Baa3 BBB BBB-

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
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£$5-10mm 004421ERO ACE 2004-HE1l M6 Ba2 BBB-/*-BB-
$5-10mm 04541GKJO ABSHE 2004-HE4 M7 A3 BBB NR

$5-10mm 030723QH1 AMSI 2004-R3 M6 Baa3 BBB- BBB-
$5-10mm 040104EJ6 ARSI 2003-WS M5 Baa2 BBB BEB
$5-10mm 12489WJC9O CBASS 2004-CB2 B2 Baa2 BBB BBB

WARNING: THIS IS AN INTERNET MESSAGE AND IS SUBJECT TO INHERENT UNRELIABILITY OF
INTERNET TRAFFIC. THE BLOOMBERG E-MAIL SYSTEM PROVIDES FAST, SECURE DELIVERY TO
RECIPIENTS ON OTHER BLOOMBERG TERMINALS.

Confidential Treatment Requested by Goldman Sachs GS MBS-E-016445771
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= = Redacted by the Permanent
Subcommittee on Investigations

on ceverm

From:  Rosenblum, David J.

Sent: Wednesday, February 28, 2007 1:53 AM

To: Ostrem, Peter L ]
Subject: Pete-- pls send me cob 2/28 MTM for SP CDO WH's first thing in the morning

dan tells me that SP CDO desk has reported -77 from retained debt (Hmezz 1+2, eic), and -129 from unrealized and
realized CDO WH markdowns '

am trying to reconcile that to the WH MTM sheet you senfme this morning-- perhaps it'll make sense when you send me
the 2/28 version (plus JPMIM losses) - also Please remove JPMIM WH from the MTM sheet, and/or remove all the
asssets and hard code in the realized loss.

Thoughts and Questions: _

0. the 1.75bin 06-1 abx AAA short - is that still the property of the SP CDO desk - we'd originally put that on against the
retained s.seniors from the two HG deals in Dec

1. retained CDO debt (Huds mezz 1+2, eic) - is that the sole property of the swenson desk now? - and if not do you want
it to be, and | understand its hedged with index now - it makes tons of sense 1o have these hedged with index - who
specifically is managing this risk now and are we siill sharing 50pct of ups and downs on it is basically what | am asking
here :

2. the two Dec HG SS's totalling $2.65bin - how confident are you that SN will be good for the credit - if we
say 50pct change and hedge half, then that is 1.325bin AAA abx - if we say 75pct chance of getting done, then that is
$663mm AAA abx - i am inclined to go with the 75pct chance of it getting done number

3. Greywolf - great job - understand all-in execution approx L+100 - do you agree - should we hedge the bottom 50 pct
and/or when can we get it sold and to whom - eise do you have a hedge thought - mine would be shorting approp. hedgs
ratio worth of underlyin single-A CDOs

4. Dillon Read - timing on Natexis signature - where is ss attachment? - can we get them to fund sarlier in exchange for
carry - thought on a hedge for rest of cap sircture

5. GEEEE think we should short AAA abx against this warehosue, primmarily to hedge super senior- 80% of 1.5binis
1.2bin AAA abx 1 figure

. QNS - ihink we should short AA and A index against this warehouse

7. Anderson - status report with rabo please on §S

S. N . nderstand major differential betw mark to market and mark to model (as is true massively on
any single A CDO”2 at the moment it seems) - this situation can't possibly persist - shouldn't we liquidate both of them, |
and upsize GW or DR, and find a brand name manager to get SS done from both warehouses mixed together or
something? can you noodle arcund this train of thought please? this way you hit them both for $10mm, and print the
trade with a brand name guy, and do it as a managed trade with reinvestment period even--whatever promotes super
senior execution - in the meantime think we should short some ABX single-A on these

9. wouldn't hedge this one at this point - if plan to grow it would short BBB- index against it - at least 1:1
ratio

10. U P2t is going to want to know whether we plan to proceed with mgd index trade with him or not when we
talk at 3pm

Potential Hedge Strategy

1. ABX AAA's need 10 be short $663mm (ret. s. seniors) plus $1.2bin (MM is approx 1.866bln and we are already
short 1.75bin so | think we leave ABX AAA alone for noe

5. ABX AA's - wouldn't mind to short some of these - for GEMED- foels like best risk/reward in ABX stack to me at
present - perhaps sell $250mm of this ’

3. ABX A’s - wouldn't mind to short some of these - for - thinking around $250mm

4. ABX BBB's - wouldn't mind 1o short some of these - fo - thinking around $250mm
alternatively, we could just sell, say, $1BLN of ABX AA's under the thought that it will get punished (like single A's did
recently ) if stuff continues to deteriorate and if not, or if stuff improves from here, it only rally 50bp on us which on $1BLN

only costs us, say, $15mm to $20mm bucks - am | doing this math right? thinking | might like this best-- along with getting
actual super senior done everywhere we can, as fast as we can...

pleaseé call me to discuss when you get up - thanks - d

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1637
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From: Ostrem, Peter L
Sent: Tuesday, February 27, 2007 7:26 AM-

To: Rosenblum, David J.
Subject: RE: Pls send me most recent wh mk to model - tx - d

From: Rosenblum, David J.
Sent: Tuesday, February 27, 2007 9:08 AM

To: Ostrem, Peter L
Subject: Pls send me most recent wh mk to model - tx - d

GS MBS-E-001800708
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From: Rosenblum, David J.

Sent: Wednesday, February 28, 2007 9:13 PM

To: ’ Case, Benjamin; Ostrem, Peter L; Egol, Jonathan: Lehman, David A.; Swenson, Michael;
Birnbaum, Josh

Cc: Sparks, Daniel L

Subject: Re: Hedges Status Report

Great. Getting pretty nailed down.

————— Original Message ---——-

From: Case, Benjamin

To: Rosenblum, David J.; Ostrem, Peter L; Egol, Jonathan; Lehman, David A.; Swenson,
Michael; Birnbaum, Josh

Cc: Sparks, Daniel L

Sent: Wed Feb 28 21:07:47 2007

Subject: RE: Hedges Status Report

Not double-counting - the 933 in total hedge notional was designed to hedge the 780 total
cash CDO debt (excluding HG super-seniors). Allocating 1.3 bln of the AAA ABX short as a
hedge for the HG super-seniors leaves 925 of AAA ABX as part of the warehouse hedges.

————— Original Message-—-—-

From: Rosenblum, David J.

Sent: Wednesday, February 28, 2007 9:00 PM

To: Case, Benjamin; Ostrem, Peter L; Egol, Jonathan; Lehman, David A.; Swenson, Michael;
Birnbaum, Josh

Cc: Sparks, Daniel L

Subject: Re: Hedges Status Report

But does this mean we are double hedged on the s. senior 2.65bln, or no

————— Original Message ——-——-

From: Case, Benjamin :

To: Rosenblum, David J.; Ostrem, Peter L; Egol, Jonathan; Lehman, David A.; Swenson,
Michael; Birnbaum, Josh

Cc: Sparks, Daniel L

Sent: Wed Feb 28 20:49:29 2007

Subject: RE: Hedges Status Report

Also add 1.3 bln of AAA ABX short vs. 2.65 bln in cash HG super-seniors as described in
Rosie's most recent email

————— Original Message--——-

From: Case,.Benjamin

Sent: Wednesday, February 28, 2007 8:46 PM

To: Rosenblum, David J.; Ostrem, Peter L; Egol, Jonathan; Lehman, David A.; Swenson,
Michael; Birnbaum, Josh

Cc: Sparks, Daniel L

Subject: RE: Hedges Status Report

Here are the ABX hedges put on yesterday on the cash CDO retained positions (all numbers
in millions):

06-1 AA 122
06-1 A 237
06-1 BBB 11

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1637

Confidential Treatment Requested by Gold GS MBS-E-002640538
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06-1 BBB- 139
-06-2 BBB 90
06-2 BBB- 144
07-1 BBB 90
07-1 BBB- 100

In aggregate, these positions were designed to hedge:

397 Hudson Mezz debt (11 BB, 80 BBB, 116 A, 76 AA, and 115 AAA)
148 Other Mezz debt (12 BB, 18 BBB, 6 A, 67 AA, and 46 AAA) .
235 HG sub cash debt (46 BBB, 50 A, 10 AA, and 130 AAA) 2,650 HG super-senior AAA debt

In total notionals, we now have 933 in hedges vs. 780 in cash CDO debt (ex. HG super-
seniors) for a total aggregate hedge ratio of 1.2x.

----- Original Message----—

From: Rosenblum, David J. .

Sent: Wednesday, February 28, 2007 8:02 PM

To: Ostrem, Peter L; Egol, Jonathan; Lehman, David A.; Swenson, Michael; Case, Benjamin
Cc: Sparks, Daniel L

Subject: Hedges Status Report

In sp cdo biz, can you now describe to me the total hedge position in:

1. AAA ABX is short 2.25bln correct? (Against retained s. seniors and altius 4) 2. AA ABX
is nothing done correct? (Against cdo warehouses generally) 3. A ABX is short 250mm
correct? (Against cdo warehouses generally) 4. BBB ABX is short 100mm correct? (Against
retained hudson mezz / cdo debt) 5. BBB- ABX is short 50mm correct? (Against retained .
hudson mezz / cdo debt) 6. CDS of CDO shorts - pls describe - thought we were short 150 or
so here - this should be against CDO warehouses generally now

Pls correct / confirm

Tx
D

<
= Nt
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From: . Rosenblum, David J.
Sent: Thursday, February 22, 2007 9:44 PM
To: Ostrem, Peter L
Subject: Re: League Tables

" wsmmm = Redacted by the Permanent
The three: . " Subeommittee on Investigations
1. Jpmim

2. Hudson Square (hardly counts really)
3. What is third?

Liquidating greywolf-- why?

————— ‘Original Message -----
From: Ostrem, Peter L

To: Rosenblum, David J.

Sent: Thu Feb 22 21:23:45 2007
Subject: FW: League Tables

FYI

Liquidating 3 warehouses tomorrow. And Dan wants to liquidate Greywolf.

From: Ostrem, Peter L

Sent: Thursday, February 22, 2007 9:23 PM
To: Schwartz, Harvey : o
Subject: League Tables

Informa Global Networks shows Goldman as #4 for SP CDOs with $19.8bln of issuance in
2006. That data is wrong as we issued $27bln in 2006. Using our $27bln number, we range
3rd behind ML ($46bln) and CITI ($33bln).

the rest is DBS ($21bln), BAS ($17bln), WACH ($17bln), CS ($17bln), MS ($15bln),
IXIS ($12bln), Bear ($12bln), JPM ($12bln), UBS ($1lbln), Leh ($Sbln)

© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See
http://www.gs.com/disclaimer/email—salesandtrading.html for important risk disclosure,
conflicts of interest and other terms and conditions relating to this e-mail and your
reliance on information contained in it. This message may contain confidential or
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information on confidentiality and the risks of non-secure electronic communication. If
you cannot access these links, please notify us by reply message and we will send the
contents to you.
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From: Sparks, Daniel L

Sent: Thursday, February 22, 2007 8:10 PM
To: Montag, Tom

Subject: : RE:

Long meeting tonight with entire team.
CDO warehouses have risk sharing arrangements and are long outright - most deal warehouses
have a 50/50 type risk share arrangement.

Separately, Swenson/Lehman/Birnbaum have a large CDO short position. I have viewed this as
a protection hedge for the department if the CDO market gets choppy.

We are there - choppy. We will make the hedges explicit based on deal probability.

We had significantly reduced warehouses (new deals) over the past 3 months, and many
warehouses we have stopped adding. But we are still have risk.

Deals take time to market and execute, and there are a number of deals that should work
because they are far down the road, they have good managers, or they are high grade (AAA
to A deals). But as the market gets tougher, we need to be careful and focused.

There are a few deals that look tough now, including a A-rated CDO of CDOs with Greywolf.

————— Original Message---—-

From: Montag, Tom

Sent: Thursday, February 22, 2007 7:24 PM
To: Sparks, Daniel L

Subject:

What other deals do we have like jpmim and what r we doing

Permanent Subcommittee on Investigaﬁons
Wall Street & The Financial Crisis
Confidential Treatment Requested by Goldn Report Footnote #1637 GS MBS-E-010989710
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From: Cohn, Gary (EO 85B30)

Sent: Tuesday, February 13, 2007 7:25 AM
To: - Viniar, David

Subject: Fw: Post today

————— Original Message ———-—
From: Sobel, Jonathan

To: Cohn, Gary

Sent: Mon Feb 12 21:15:21 2007
Subject: Fw: Post today

Justin spent over an hour with him today, I speht a couple on various things. Risk that
concerns me is basis between ABX and single names as well as some CDO positions with
tranched index about to debut.

I had dinner with CBass tonight to talk about taking their escrows as deposits in the bank
(2bn) . They complained about the margin calls on their warehouse lines, but they are
meeting them as regquired. ‘ :

————— Original Message -—————

From: Sparks, Daniel L

To: Gmelich, Justin; Sobel, Jonathan
Sent: Mon Feb 12 20:54:21 2007
Subject: FW: Post today

Guys, thanks for helping out today. A little color on things that happened today. Your
continued input and suggestions will be very helpful.

————— Original Message———--

From: Sparks, Daniel L

Sent: Monday, February 12, 2007 7:07 PM

To: Ruzika, Richard; Viniar, David; Montag, Tom; Smith, sarah; McMahon, Bill; Lee, Brian-J
(FI Controllers) ' '

Cc: Winkelried, Jon (EO 85B30) ; Cohn, Gary (EO 85B30); Gasvoda, Kevin

Subject: Post today

(1) +$20mm P&L today.

Secondary trading desk is net short risk in form of single names and structured index vs
index longs (some index shorts also). Large move down again today (A 40 bps wider,
BBB/BBB- 80 bps wider).

(2) Possible significant upside in book. -

The desk has been moving single names about 1/3 of what they feel the correct correlation
is (around 70%). The team needs to work with controllers to demonstrate observability. As
the market has moved so much one way, there is the potential for the book to currently
have significant upside revenue embedded in it.

(3) Loan & resid books flat. :
f,0an and residual books have been marking down with movement of ABX hedges - will be S o
reviewed for quarter end process.

(4) Resi warehouse OK.

All margin calls received. New Century moved $30mm off line today to Citi and plans to
move $165mm off line Tuesday to MS, and they claim we are the only ones being harsh. C-
Bass claims we are the only one margin calling. Our marks are appropriate for moves in the

1

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis ,
Confidential Treatment Requested by Goldma Report Footnote #1646 GS MBS-E-009763506

=7
e

R

.
N <]



Footnote Exhibits - Page 3487

market. More margin calls are going out today.

(5) Quarter end mark process. )
We continue to go through positions based on market moves, loan performance, and
transitioning positions to secondary desks (Wednesday) to get set for month end.

(6) CMBS good. .
First day of EOP marketing felt good - will price March. Also, GS conduit deal (GGY9) will
price next week and should be nice P&L. .

Confidential Treatment Requested by Goldman Sachs GS MBS-E-009763507
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From: Montag, Tom
Sent: Sunday, February 11, 2007 1:52 PM
To: Winkelried, Jon (EO 85B30); Blankfein, Lloyd (EO 85B30)

Subject: Re: Mortgage Risk - Credit residential

Agreed. There is no est loss in the basis risk. Big wildcard. They think they have
correlation right and moves either way should be ok but obviously index assumptions have
been wrong starting last may or june when positions were being put on and the gains
seduced us to do more

————— Original Message -——--

From: Winkelried, Jon (EO 85B30)

To: Montag, Tom; Blankfein, Lloyd (EO 85B30)
Sent: Sun Feb 11 10:58:00 2007

Subject: RE: Mortgage Risk - Credit residential

The view of the additional downside seems less than I would have thought given size of
book and also basis risk in hedges

————— Original Message-—-—---

From: Montag, Tom

Sent: Sunday, February 11, 2007 1:26 AM

To: Winkelried, Jon; Blankfein, Lloyd

Subject: Fw: Mortgage Risk - Credit residential

Very good writeup of our positions in each sector hedges we have on and potential for
further write-down over next six months. Need to view on regular email to see tables.

We are mdving residuals to traders which has been a focus before the latest problems
Tom

————— Original Message -—---

From: Gasvoda, Kevin

To: Montag, Tom :

Cc: Sparks, Daniel L; Ruzika, Richard

‘Sent: Thu Feb 08 23:40:34 2007

Subject: Mortgage Risk - Credit residential

Tom,

For clarity, none of the below includes cash bonds in the ABS 2ndry book (Swenson) or CDO
retained positions (FYI ~ the stress case in CDO positions looks like down $25mm, although
bonds have been trading at our marks) . Below pertains strictly to risk in the whole loan
trading businesses: :

OVERVIEW

These are our primary reidiential mortgage businesses w/ credit risk:

* Subprime (Matt Nichols)

Scratch & Dent (Michael Cawthon)

Alt-A (Genevieve Nestor)

Prime Hybrids/Option Arms (Clay DeGiacinto) => I'll send details on this tmrw
2nd liens (Dariush Pouraghabagher)

* O+ ok 4

Each of these desks buy resi whole loans, securitize them and generally keep some or all

of the levered equity (residuals). They have 3 primary positions with the following
risks: )

* Loans (held pre-securitization on average 4-8 weeks)

* Bond spreads widen pre-securitization, hedged with ABX/CDS and eurodollars/swaps

1
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* Duration or rates, hedged w/ swaps, mortgages, UST and ED's

* Liguidity - no bids for bonds

* Residuals or equity (created in securitization, levered first loss risk held at
after-loss yields of 12-30%)

* Actual losses hedged w/ CDS/ABX since there is some correlation

* puration (ED's, swaps)

(Note, a lot of the performance is dependent on loss timing rather than loss
magnitude - big late losses may be less painful than small early losses)

* Retained bonds and NIMs (bonds not sold at securitization time)
* Spreads (ABX/CDS)
* Duration (ED's, swaps, UST)

(Note, NIM's are rated bonds we create w/ residual cashflows that are very short
duration and lever our residual returns)

At your and Dan's urging, we are moving all retained bonds to 2ndry trading hands next
week (mostly Mike Swenson). Also, we are moving all residual positions to a central
residual trading desk next week (Cyrus Pouraghabagher).

e e o e e o e o o o ok o e e o o o e ek ok ok ok ok ok ok ok kb ok ok ok o ok ok ok e ok ok e ok ok ke ko ke ko ok ek ok ok ok ok ok ek ke ok ok ok ke
ek ek ke ke '

SUMMARY OF LOSSES -

Where we have gotten hurt this year:

* 2nd lien residual - took $20-25mm write-downs over last 3 months (could lose
$5-15mm more) .

* 2nd lien retained bonds - took $18mm write-down this week (could lose $5-15mm more)
* Subperforming loan book ~ taking $28mm write—down this week (could lose $20-40mm
more) .

What do these areas have in common? - most HPA sensitive sectors. They’ ve crumbled under
HPA slowdown as these are the most levered borrowers.

What have we done to mitigate? - we stopped buying subprime 2nd liens in the summer of '06
and have focused on alt-a and prime

- more emphasis at moving new issue bonds at any clearing levels

- moving retained bonds out of primary desk hands to 2ndry desk

Next shoe to drop? - '05 vintage subprime residuals, possible creep in bad performance up
into alt-a : ' '

******************************************************************************************
g kk ok okodok hk

SUMMARY OF POSITIONS
(Note loss ranges below are not predictions. Overall feel good a/b our marks at this
point but trying to show possible nearer term downsides.)

SUBPRIME
* Loans - net short spreads significantly (mostly ABX) and long $3B lcans. Don't see
a lot of near term P&L risk in this position.

<<Picture (Metafile)>>

* Residuals - $204mm (60% is pre-2005 vintage and less risky). Actively marketing
$21mm resid trust position (aggregation of a bunch of old deals). OK w/ overall
valuation, if loss performance deteriorates rather substantially over next 3-9 months, we
could lose $20-40mm in these positions (mostly '06 vintage).

<<Picture (Metafile)>>

* Bonds/NIMs - much larger than usual as a byproduct of jamming out a lot of deals in
Dec and Jan (some of the ABX short intentionally covers us here). Long\$115mm bonds and
$81mm NIMS. Downside on bonds is probably $5mm and NIMs could be $10-15mm (we've seen
some stronger 2ndry prints last 2 days but haven't sold any NIMs, have sold $40mm bonds}.

Confidential Treatment Requested by Goldman Sachs GS MBS-E-009688193
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<<Picture (Metafile)>> <<Picture (Metafile)>>.

ALT-A
Sector has not been effected yet by lower credit contagion but we expect it to come so
we've upped due dilg and are turning the book fast

* loans - Long .$5.2B loans (on the high side of normal). Higher quality loans so they
produce far less lower rated bonds. Hedging w/ AAA and BBB ABX but net long spreads above
BBB's (flat BBB's). Priced $660mm deal today so this drops to $4.4B. Feel good a/b

executing out of loans here.
<<Picture (Metafile)>>

* Residuals - Importantly, we plan to bring our first Alt-A resid trust in March w/ a
goal of selling $50-100mm of this risk (we'll sell all we get demand for). If defaults
spiked up in Alt-a over next 6-9 months we could drop $20-30mm here.

<<Picture (Metafile)>>

* Bonds/NIMS - Good shape here w/ $182mm bonds but $132mm of them AAA-and new, working
on a large BB trade ($44mm owned) and $21mm NIMs (mostly single A). Risk is- in the BB's,
could lose $5mm in big spread widening. ’ :

<<Picture (Metafile)>> . <<Picture (Metafile)>>

2nd LIENS . .
* Loans - $550mm of this is seasoned 2nd lien subprime ('05 vintage) that is
performing well and will be securitized next month. $250mm is Alt-A 2nds (again
performing well) and $250mm is prime HELOCs. Overall slightly long spreads above BBB and
short below. Execution looks OK still on these but we could lose $5mm in this space if
spreads had to widen more dramatically to place all the bonds.

<<Picture (Metafile)>>

* Residuals - $48mm but $38mm of this is Alt-A 2nds (performing well) and $10mm
subprime (has been written down $20-25mm over last 3 months). ‘'The $10mm is mostly prepay
penalty value, no value in the credit IO's. Could lose $5-15mm if performance problems
creeps up into Alt-A 2nd liens in next 3-6 months.

* Bonds/NIMs - Took $18mm write down this week. Could drép another $5-15mm if
performance falls further. Big focus to reduce these positions but bids are hard to come
by.

<<Picture (Metafile)>>

S&D

* Loans - Net long top of the capital structure and short the bottom for the
securitizable portion of this loan book ($380mm). Remaining subperforming book ($854mm)
was written down $28mm this week do to poorer cashflows. Very credit sensitive, could

lose another $20-40mm if performance falls further

<<Picture (Metafile)>>

* Residuals - $55mm total value, these are cashflowing and less levered structures
than Alt-a, subprime, etc. (but lower credit quality). Could lose $5-15mm in this book if
losses increased more than expected.

* Retained bonds - The BBB-BB bonds are retained for investment generally and the
higher rated are marketed. Tougher bond sales since the sizes are small,- the deals are

private and credit work is extensive. We could lose $5-15mm here if losses stepped up and
bond spreads widened materially.

<<Picture (Metafile)>>
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Goldman, Sachs & Co.
85 Broad Street, 26th Floor | New York, New York 10004
Tel: 212-902-8768 | Fax: 212-902-1691

email: kevin.gasvoda@gs.com
Kevin S. Gasvoda Goldman
Managing Director Sachs

Fixed Income Currency & Commodities
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From: Birnbaum, Josh

Sent: Monday, January 08, 2007 6:04 PM

To: Sparks, Daniel L

Subject: FW: ABX/Subprime Risk by vintages

. Attachments: Index and Single Name Position History 2006 As of 05Jan07.xls

From: Kao, Kevin J.
Sent: Monday, January 08, 2007 5:39 PM
TJo: - : Bimbaum, Josh
Cc: Turok, Michael
Subject: ABX/Subprime Risk by vintages

Josh, this is updated as of Jan. 5. I'll be sending it out once a week. Do you want me to include anyone else on the
distribution?

Index and Single

Name Position...
Thanks.
1 —
Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Confidential Treatment Requested by Goldma Report Footnote #1650 GS MBS-E-010214409
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Risk By Vintage / Index
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Notionals (ABX convention)
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From: Kao, Kevin J.

Sent: " Tuesday, February 06, 2007 9:23 AM

To: Birnbaum, Josh

Subject: Index and Single Name Position History 2006 As of 05Feb07.xIs

Attachments: Index and Single Name Position History 2006 As of 05Feb07.xIs

PRELIMINARY --- wilt double check again after the mesting ...

Index and Single
Name Position...

Permanent Su1bcommittee on Investigations
1 Wall Street & The Financial Crisis
Report Footnote #1650

Confidential Treatment Requested by Goldman -GS MBS-E-012744553




7¢ v

Footnote Exhibits - Page 3497

Risk By Vintage / Index
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Notionals (ABX convention)
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From: Barrett, Tom

Sent: Friday, February 23, 2007 4:33 PM

To: Kao, Kevin J.; Swenson, Michael; Gmelich, Justin

Subject: index and Single Name Position History 2006 As of 22Feb07.xls
Attachments: - Index and Single Name Position History 2006 As of 22Feb07.xls

Per your request Michael, attached is the graph of Index/Single name positions/risk as of last nights
close.

Cheers, tom

Index and Single
Name Position...

1

Permanent Subcommittee on Investigations
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Notionals (ABX convention)
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Notionals (ABX convention)
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Risk By Vintage / Index
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From: Kao, Kevin J.

Sent: Friday, March 02, 2007 8:00 AM

To: Birnbaum, Josh

Subject: Index and Single Name Position History 2006 As of 01Mar07.xls
Attachments: Index and Single Name Position History 2006 As of 01Mar07.xls

Josh - Here's the updated chart as of last night, with MRMA-style index equivalents that we talked about on Wed. Please
forward to Swenson / Justin as needed.

(FYI - | am out of the office today but should be on blackberry. Thanks.)

Index and Single
Name Position...

Permanent Subc:)mmittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1650
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Notionals Chart with ABX Price Footnote Exhibits - Page 3506

Notionals (ABX convention)
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Notiona'ls (ABX convention) - Fiscal Year 2007
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Notionals (ABX convention)
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Risk
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Risk By Vintage / Index
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g@ueet  subprime Mortgage Overview

Definitions .
FICO Percentage of Recent Sizé of Market
Mortgage Score Mortgage (2006 origination
Classification Range Originations volume) . Description
Prime >700 72% | $2.6tr W Highest credit quality: no recent
] foreclosures, delinquencies or bankruptcies
Alt-A’ 640-730 11% ® $400bn B Self-employed and/or non-resident
borrowers i
B Limited disclosures on income and assets
of borrower
m Agency non-confarming due to credit
issues, payment history or minimal
documentation
Subprime 605-640 17% N $600bn W Lowest credit quality: borrowers with

average to poor credit profiles, including
first time homebuyers, people who did not
previously have credit available to them

@ Agency non-conforming due to credit
issues, payment history or minimal
documentation

® Percentage of stated income loans grew
significantly in the past year

! Alt-A catogory Is sometimes broken out into “Prime Alt-A” (FICO Score Range 680-730) and "Ait-B" (FICO Score Range 640-690).

Subprime Overview 2
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Q9" Subprime Mortgage Overview

How the securitization process works

Mortgage Origination Sale of Loan

ey, 1 o ompaniés

Loan 3

.. | Loan 4
| Loan §

Loan Package 3

ineligible mortgages (EPDs)

Participants:

® Homeowner: Classified as subprime based on FICO scores, could include investors speculating in residential real
estate

W Mortgage Originator: Includes large diversified players, REITS, and small mortgage finance companies.
Origination volume is dominated by targer players, however there are many small, mono-line players with limited
track records and very small equity bases. Many mortgages are not originated directly from homeowners but
rather through independent brokers

B Financial Institution; Firms such as GS purchase pools of loans to repackage, underwrite and sell into the asset-
backed market

®m SPV: Tranches pool of mortgages into super-senior, mezzanine and subordinated pieces and sells into secondary
market

Subprime Overview 3
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GS Subprime Mortgage Business

Type of Business Market Risk Credit Risk
Loans
Financing a None W Lending is done on a secured basis with a first lien on
GS extends lines of credit directly to subprime martgage ‘hT "“gft':‘y":g mortgage assets and a halrcut on the
orlginators to fund mortgages while they are held on the value of the loans
Jes' balance sheets.
Aggregation ®  Mark to market losses on loans during accumulation  m  Gounterparty risk during the extended settiement
GS buys and holds bulk and conduit subprime loans period (if securtizations are nat compieted) periad (typically 30-60 days)
from mortgage originatars for the purpose of m  Put option to originator if individual mortgages suffer
securitization. ®  Some foss sharing arrangements exist from early homeowner defaults (EPDs) or reps and
warranties are breached
Securitization
Securitization Underwriting W Mark to market gains and losses on securitized m  Reputational risk / underwriters liabllity
GS underwrites, structures and distributes securities for instrument untll distribution m  Trust andfor GS has put option to originator if
ourselves and clients. individuat mortgages suffer from early homeowner
defaults (EPDs) or reps and warranties are breached
GDO Underwriting : m  Mark to market risk during ramp up period if deal m Risk share partners
GS structures and distributes liabliities related to pools faflure occurs ® Forward commitments / pre-soid liabiities
of assats, many of which relate to subprime RMBS. B Mark to market risk on retained positions
Securities Trading
Residential Mortgage Backed Securities B Mark to market gains and lesses on RMBS securities m  Counterparty risk on repo transactions with RMBS
GS tradss RMBS subprime securities as a secondary over the hold period underiiers
business.
Residuals ® Mark to market gains and losses on residuals overthe m  Counterparty risk on repo tfransactions with residual
GS retsins all or a portion of mortgage residuals from hoid period underfiers
securitization.
Derivatives @ Mark to market risk on long or short positions ® Gounterparty risk to writer of option or OTC
GS is an active user of derivatives as & part of our derivatives counterpart
trading business as well as to hedge our fong credit risk
(ABX, single name, sub rime RMBS and synthetl
8 Potential write down of investment u None

Equity stakes in mortgage originators

Subprime Overview 4
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II. Recent Events in the Subprime Mortgage Sector

Recent Events in the Subprime Mortgage Sector 5
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Gogmani  narket Trends |

Volumes Increase Significant.iy1 Credit Quality Declines: Relaxed Underwriting Standards
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Recent Events in the Subprime Mortgage Sector 6
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‘Timeline of Major Events & GS Response

Subprime Sector

GS Response

originators = )
Large originators announce numerous accounting

Easy access to credit allows subprime borrowers to
purchase homes, raising the share of subprime
mortgages to over 20% of market

ABX indices launch in January tracking the
performance of specific securitization tranches
Investors seeking yield and broader global investor
base drive demand for subprime securitizations
Acoustic defaults (May 20086)
Rumors of significant deterioration in underwriting
standards and some borrower fraud

Spreads on RMBS cool as hedge funds actively
target subprime synthetics as a way to express
negative views on the sector; prior to this activity,
investor and CDO demand had pushed the market
very high

Bank regulators issue underwriting guidance on
non-traditional mortgage products

Widespread mortgage originator defaults begin
including Sebring (Nov 08) and MLN (Jan 07)

Bids for subprime loans fall below cost to originate;
business is therefore no longer profitable for

restatements and losses for 2006 triggering equity
market sell off
Securitization market for subprime slows

" significantly. Market for securities Is dislocated

. és _;ffﬂeai\)e-lybhait;new purchas

GS is inherently long the sector given
market presence. Long position grows in'
2006 with increased market activity

GS long position is further increased via
ABX indices trades (counterparts are
primarily hedge funds) .

GS becomes more vigilant on EPD
identification and workout

Credit department steps up due diligence
process on mortgage originators, creates
watch list, suspends multiple names from
further business

Enhanced focus on independent valuation
GS scales back purchasing of riskier loans
GS reduces CDO activity

Residual values reduced to reflect market
deterioration

GS reverses long market position through
purchases of single name CDS and
reductions of ABX position although market
illiquidity and basis risk constrain
effectiveness of offset .

es of sub-
prime loan pools through conservative bids
Warehouse lending business reduced

EPD claims continue to increase as market
environment continues to soften

Credit terms tightened further

New Century closed out

Confidential Treatment Requested by Goldman Sachs
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Credit Exposure Summary

m Warehouse lending has declined substantially due to tighter credit terms and reduced originator demand; trend
continues today, with net committed amounts of $1.1bn and funded amounts of $388

® Whole loan purchases have declined as well driven primarily by simitar considerations

m EPDs have risen reflecting continued market deterioration; current EPD claims are $1 _14bn notional with $427mm
in potential exposure

m Credit risk in securitization underwriting is difficult to quantify. The risks we face in this business are
__ Standard underwriting risks (need to make a market, due diligence requirements, etc.)

— Franchise / reputational risks
— Reps and warranties risks

Current 1Q 2007 [ FYE 2006 1 7Q 2006 ]
Type of Exposure Notional Potential Potsntiat ] Potential Notional Potential
Exposure m) Exposure (fmm) Exposure (mm, Exposure m) Exposure ($mm) _Exposure ($mm, Exposure ($mm) _Exposure m;

Warehouse Lending: .

Actual Funded $388 $22 $804 $46 §1,120 $64 $1,444 $82

Total Committed Facilities $1,411 %63 $1.611 _ $1.811 $103 _$2260 $128
‘Whale Loan Purchases Pre-Settiement
Exposure (Whole Loan Market risk): .

Subprime * $2,521 $78 $2,498 $74 $6,339 $203 $8.115 $243

Whole Loan Purchases Post-Settiement
Exposure {EPDs): .

Total EPO Claims $1,137 $427 $1,137 $427 $845 $317 $836 $351

* Subprime includes AR-A, 2nd Usns, Option-Anms, Scralch & Dent and Subprime coliateral

Confidential Treatment Requested by Goldman Sachs
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guman|  Gredit Exposure Summary
Most Worrisome Counterparts

1
Counterparty Company Description Recent Events Total Exposure

($ mm)
New Century Publicly traded and largest non-captive Restated 3rd quarter financial results and delayed $45.2°
subprime mortgage lender with $45bn in the  filing 10-K; California Attomey-General launched
first nine months of 2006 originations and criminal inquiry into securities trading and
book equity of $2bn as of Sept 2006. Ranked accounting errors. Company has stopped
#3 by market share. . originating new mortgages given funding shortfalls.
Fremont Publicly traded mortgage originator with FDIC Entered cease and desist order with the FDIC. $12.9
insured/regulated ILC subsidiary. Ranked #5 Company has said that it is exiting the subprime
by market share and had $1.5bn in book mortgage business and delaying the filing of 4Q06
equity as of Sept 2006. results. )
Novastar Publicly traded mortgage originator structured Reported 4th quarter loss of $14.4mm. $9.7

as a REIT. Ranked #18 by market share and
. had $514mm in book equity as of Sept 06.
Accredited Publicly traded mortgage lender structured as Reported 4th quarter eaming loss of $37.8mm, $5.9°
a REIT. Ranked #14 in subprime mortgage filed form 12b-25 with SEC with respect to
originations. Book equity of $739mm as of eamings detay.

Dec 08.
SouthStar SouthStar is a privately held mortgage Reported 1st quarter 2007 loss of $707K on $19*
originator operating Alt-A, Sub-Prime, 1/O, revenues of $18.5mm. Non-sales workforce to be
Option ARM and HELOC programs. reduced by 20% and one operations center to be

closed this month. Warehouse line and additional
workforce reductions being considered.

1 Reflocts EPD claims and warshouse loans on a potantial exposure basis.

* now Century also owes GS $0.1mm relating to MBS Extended Settiement trades settling In mid-Apr. Total exposure number has been reduced by $5mm held back as collateral on whole loan trades
plus $0.6mm excess teral retained on fine.

2GS also hoids fully d $50mm fal paper from A ditec’s asset backed commarcial paper program called Carmel Mountaln Funding Trust

“ As of 2/26, fotal exposure was $19mm conslsting of $13.2mmon $35.3mm In outstanding EPD claima and $5.8mm In pro-settiement risk from $164,36mm periing settiernent trades.

Recent Events in the Subprime Mortgage Sector 9
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Godman)  market Exposure Summary
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2Q 2008 FYE 2006 1Q 2007 Current

= Mortgage Trading VaR

[ ] VaR increase driven by

— Increase in ABS synthetics due to a combination of wider spreads and increase volatility in the ABX market
- During the quarter, ABX BBB- spreads widened from 300 bps to 1500 bps

— The desk is increasing their net short risk in the RMBS subprime sector
~  Daily volatility increased from 5 bps to 53 bps

- In the synthetic space, the desk started the quarter with long $6.0bn notional ABX BBB- risk and shifted the
position to net short $10bn notional by reducing the longs in ABX BBB- and increasing shorts in single name CDS

m GS also has $25mm equity investments in subprime lenders

Recent Events in the Subprime Mortgage Sector- 10
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Iil. Looking Forward

Looking Forward 11
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Godman) | egsons Learned

® What went right

m What went wrong

m How well did our risk measures capture / reflect risk incurred
[ ]

Observations for other businesses

Looking Forward 12
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gogmanl | ooking Forward

m We believe the mono-line subprime mortgage originators will not be able to survive current market conditions for
very long

— Those with limited capital bases will quickiy go out of business
B There is a concern that the problems observed in the subprime market will spread to other parts of the real estate
sector, most notably, the Alt-A market
B GS strategy going forward
__ Pposition ourselves to be flat to short
— Increased due diligence performed on purchased loans
__ Collection of amounts owed by originators from buybacks
— Aggressively manage deal performance via asset management team (oversight of servicer actions)
— Hedge all purchases '
— Work through inevitable defaults with minimal operational and credit risk losses
— Conservative management of warehouse lines; review appropriate haircut levels
__ Communicate with originators, servicers, investors

m GS will evaluate ongoing opportunities on a case by case basis
— Opportunistic purchases of potential loan packages / portfolios
— Potential equity investments

Looking Forward 13
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IV. Appendix: Subprime Mortgage Originétors

Appendix: Subprime Mortgage Originators 2
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Godmani  |mpact on Originators

Rank ' _Originator Status
1 Welis Fargo Home Mortgage
2 HSBC Finance increased loan loss reserves by $1.8bn
3 New Century Financial Criminal investigation; liquidity impaired
4 Countrywide Financial
5 Fremont Investment & Loan. Exited subprime business
6 CitiMortgage
7 Ameriquest Mortgage (ACC) Citigroup providing financing with option to buy
8 Option One Mortgage (H&R Block) For sale
9 Washington Mutual
10 First Frankiin Financial Corp. Acquired by Merill Lynch
11 Residential Capital Corp. (GM) Potential write down of up to $1bn on subprime portfolio
12 BNC Mortgage/Finance America (Lehman)
13 Aegis Mortgage Corp. Scaling back operations
14  Accredited Home Lenders Delayed SEC filings

15 American General Finance (AIG)
16 Chase Home Finance

17 Ownit Mortgage Solutions Out of business

18 NovaStar Financial ) Loss in latest quarter; little, if any, income forecast through 2011
19  Equifirst (Regions Financial) Acquired by Barclays Bank

20 ResMae Mortgage Corporation Acquired by Citadel

21  WMC (GE) Scaling back operations

22 MLN Qut of business

23 Decision One (HSBC)

24 ECC/Encore Acquired by Bear Steams

25 Fieldstone Acquired by C-BASS

Appendix: Subprime Mortgage Originators 3
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From: Egol, Jonathan

Sent: Monday, February 26, 2007 2:31 PM

To: Swenson, Michael; Lehman, David A.; Salem, Deeb; Chin, Edwin; Case, Benjamin; Williams,
Geoffrey; Tourre, Fabrice; Ostrem, Peter L; Herrick, Darryl K; Bieber, Matthew G.

Cce: Sparks, Daniel L : .

Subject: Portfolio for Proposed Transaction 070226 (2).xls

Attachments: Portfolio for Proposed Transaction 070226 (2).xls

INTERNAL AND NOT TO BE FORWARDED

Portfolio for
Proposed Transac...

Got a call from Kate Birchall @ Lloyd's. The attached portfolio (~$1bn of AA/A) is for a Faxtor-sponsored HG deal.
Punchiine is they are not liquidating, | surmise Liody's backstopped super senior so they have to print. However they are
asking for protection offer on 0-x% -- they will come back with detachment point "x" tonight.

Many of these assets are garbage. | told her she will not like the level. | told her we were more axed to buy super senior
protection on this type of portfolio but she had no interest in writing, and she is not permitted to liquidate. Recall this is
not her business, | surmise their CDO group was tapped and she has been instructed to neutralize all risk.

Permanent Subcommittee on Investigations \ )
8 @ RSN
R g

Wall Street & The Financial Crisis
Report Footnote #1657
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NOTIONAL

US46626LHU70 {46626LHU7 JPMAC 20068-WMC1 20,000,000
US362334JB17 1362334JB1 GSAA 2006-5 2A4 21,552,000
US12489WQX5512488WQXS CBASS 2006-CB3 AV4 21,547,000
US61744CZD19 |61744CZD1 MSAC 2006-NC3 A2D 16,000,000
US362334NEQD {362334NEQ GSAA 2006-7 AF4 6,119,000
US437084VN35 |437084VN3 HEAT 20064 2A4 16,600,000,
US81375HAC34 {81375HAC3 SABR 2006-NC1 A3 7,000,000
US36868FAE16 |36868FAE1 GEMST 2006-5A C 6,000,000
US525221JX68 {525221JX6 LXS 20086-5 2A3 21,251,000
US81879MAW91{81879MAWY SGMS 2006-FRE1 A2C 7,689,000
US61749HAEOQS |61749HAEQ MSAC 2006-HE3 A2D 13,000,000
US362382AH60 {362382AH6 GSAA 2006-9 A4B 10,000,000
US413358AD40 |413358 AD 4 HARP 2006-1A C 2,500,000
US16678WAD83{16678WADS CCMFC 2006-2A B2 6,000,000
US16678WAC01{16678WACO CCMFC 2006-2A B1 6,000,000
US00256NAED4 |00256NAEQ ABAC 2005-3 D -12,000,000
US52522HAMA43 |52522HAM4 LXS 2006-8 3A4 22,500,000
US66988UAF75 [66988UAF7 NMFT 2006-MTA1 M1 15,000,000
US94983SALE60 |BCCOQN407 WFMBS 2006-08 A9 30,000,000
US057760AD21 {057760AD2 -|BALDW. 2006-4A 1 10,000,000
US057760AB64 1057760AB6 BALDW 2006-2A 1 12,500,000
US28257EBF60 128257EBF6 Eirles 2 - 259 1 12,500,000
US86358LAF76 |86358LAF7 SASC 2006-ARS1 M5 5,508,000 |-
US86358LAGS9 {86358LAGS SASC 2006-ARS1 M6 5,158,000
US437096AM28 {437096AM2 HEAT 2006-5 M5 10,000,000
US32028HAMS1 - FFML 2006-FF10 M5 4,768,000
US64360YAESS NCHET 2006-2 M2 10,000,000
US61749NAK37 {61749NAK3 MSAC 2006-HES M5 3,400,000
US61749NAG25 |61749NAG2 MSAC 2006-HES M2 10,000,000
US86360WAJ18 i86360WAJ1 SAIL 2006-4 M4 12,000,000
US02147QBD34 CWALT 2006-19C 1A28 A28 22,500,000
USG6621JAB38 |G6621JAB3 NCOVE 2006-2A B 5,000,000
US437097Aj72 |437097AJ7 HEAT 2006-6 M3 5,750,000
US86360RAKI95 |B6360RAKY SASC 2008-EQ1 M5 12,000,000
US02146QAN34 |02146QAN3 CWALT 2006-OA10 M3 6,888,000
US00441QAK58 100441QAKS ACE 2006-CW1 M5 2,750,000
US00441QAH20 |00441QAH2 ACE 2006-CWA1 M3 4,000,000
US004375DW81 |{004375DW8 ACCR 2005-3 M3 4,380,000
US57645FAH01 157645FAHO MABS 2006-AM2 M5 4,000,000
US073873AD30 {073873AD3 BALTA 2006-5 1M2 4,811,000
US02146TAU16 [02146TAU1 CWALT 2006-24CB A19 22,500,000
US59021BAD82 {59021BAD8 MLMI 2006-SL2 M3 2,497,000
US59021BAE6S |59021BAES MLMI 2006-SL2. M4 5,993,000
US41161GAGS82 [41161GAGS8 HVMLT 2006-8 B2 7,215,000
US59020URQ03 {59020URQ0 MLMI 2005-NC1 M2 5,000,000
us46628sah67 JPMAC 2006-WF1 A5 17,860,000
US65536QAJ76 |65536QAJ7 NHELI 2006-HE3 M4 12,000,000
US021468AE39 {021468AE2 CWALT 2006-14CB A5 22,500,000
US00441XAG97 {00441XAGY ACE 2006-NC2 M2 6,864,000
US04013BAH50 |04013BAHS ARSI 2006-M2 M4 12,000,000
USB81376YAGB1 [81376YAGE SABR 2008-HE1 M2 12,000,000
US55275BAK35 {55275BAK35 MABS 2006-NC2 M5 5,408,000
US14983AAF66 |14983AAF6 CBASS 2006-SL1 M3 7,735,000
US14983AAH23 [14883AAH2 CBASS 2006-SL1 M5 11,500,000
USS57645FAF45 |57645FAF4 MABS 2006-AM2 M3 3,500,000
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US23243LAG77 |23243LAGY CWI 2006-14 M3 4,750,000
US16678YAD40 |16678YAD4 CCMFC 2006-3 B2 6,000,000
US12666VAF85 |12666VAFS Cwi 2006-17 M2 6,000,000
US61750FAKE6 |61750FAK6 MSAC 2006-HES M4 4,000,000
US55291KAK34 |55291KAK3 MABS 2008-WMC3 M5 7,000,000
US36245AAF30 {36245AAF3 GSAMP 2006-HE6 M2 8,000,000
US52520VAF04 |52520VAFQ LBSBC 2006-2 M2 3,943,000
US23243WAF59 123243WAF5 CWL 2006-18 M2 12,000,000
US14453MAGE6 | 14453MAGS CARR 2006-NC4 M2 14,000,000
US81377AAJ16 [81377AAJ1 SABR 2006-HE2 M4 7,318,000
US03076MAKOS j03076MAKO ARSI 2006-M3 M5 8,000,000
USB0556AAET73 |BOS56AAET SAST 2006-3 M1 3,950,000
USBO556AAF49 |B0S556AAF4 SAST 2006-3 M2 9,600,000
[US12489WNV27 | 12489WNV2 CBASS 2005-CB6 M6 4,660,000
US17309QAG91 [17309QAGS CMLTI 2006-WFH3 M3 6,288,000
US46626LJR24 146626LJR2 JPMAC 2006-NC1 M1 4,000,000
US32028GAM78 |32028GAM7 FFML 2006-FF15 M6 7,109,000
US32028GAL95 {32028GAL9 FFML 2006-FF15 M5 4,000,000
USB81376GAG55 |81376GAGS SABR 2006-WMC2 M2 7,000,000
US443860AD30 |443860AD3 HUDMZ 2006-1A B 15,000,000
US17309SAJ96 |17309SAJ9 CMLTI 2006-WFH4 M5 4,750,000
US54251YAL20 |54251YAL2 LBMLT 2006-10 Mé 6,000,000
US57645MAL63 |57645MAL6 MABS 2006-WMC4 M5 3,000,000
US320275AK63 {320275AK6 FFML 2006-FF16 M5 1,000,000
US320275AL47 {320275AL4 FFML 2006-FF16 M6 4,000,000
US576449AJ15 1576449AJ1 MABS 2006-HE4 M5 2,500,000
US07389PAJS3 [07389PAJY BSABS 2006-AQ1 M5 2,093,000
US52521BAE65 [52521BAES LBSBC 2006-3A M1 5,000,000
US52521BAF31 |52521BAF3 LBSBC 2006-3A M2 4,500,000
US88156AAB08 |88156AAB0 OMTS 2006-0T1 M1 15,870,000
US32028JAK51 |32028JAKS FFML 2006-FFB M5 12,362,000
US16678XAD66 |16678XAD6 CCMFC 2006-4A B2 5,000,000
US92978GAG47 |92978GAG4 WMLT 2006-ALT1 M4 1,068,000
US31809VABS53 |31809VABS FIOR 2006-1A B 16,000,000
US31809VAC37 |31809VAC3 FIOR 2006-1A C 4,000,000
US49327HAH84 |49327HAHS8 KSLT 2006-A 2B 10,000,000
US577749AW47 |5777T49AW4 MAXIM 2006-1A AS 20,000,000
(XION-MATRIX 2007-| B 15,000,000
US83612MAK36] 83612MAK3 SVHE 2006-WF2 - M5 6,000,000
USB2442VACO0| 82442VACS Sherwood lll ABS CDO, Ltd A2 3,000,000
US82442VAD73 | 82442VADT Sherwood lil ABS CDO, Ltd A3 8,000,000
USO7389RAX44| 07389RAX4 -‘BSABS 2006-HE10 M5 4,000,000
USB6363AAE73{ B6363AAE7 SASC 2006-54 M4 4,000,000
USB6363AAF49 | 86363AAF4 SASC 2006-S4 M5 3,569,000
US12668HAKB8 |  12668HAKE CWL 2006-26 M5 2,000,000
USG5296YAD25| G5296YAD2 KLROS 2006-5 B 8,500,000
US52802YAJ47 |  52902YAJ4 Lexington Class C 20,000,000
US431138AG12] 43113BAG1 HRIDG 2007-1A A3 15,500,000
US617526AL27 |  617526AL2 MSAC 2007-HE1 M5 3,000,000
US54316PAD24| 54316PAD2 | LONGRIDGE ABS CDO LTD A2J 6,000,000
USBE17505AK80 | 617505AK8 -~ MSAC-2007-NC1 M5 2,750,000
CAMBER 7 B8 10,000,000
US72912SAE46 | 72912SAE4 Piettenberg Bay CDO A2 4,000,000
US54316PAEO7 | 54316PAEO | LONGRIDGE ABS CDO LTD A3S 10,000,000
Pyxis Il Cc 12,000,000
JPALT 2007-A1 M4 810,000
JPALT 2007-A1 M5 840,000

ACABS 2007-1 A2

10,000,000
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From: Gasvoda, Kevin
Sent: Monday, April 23, 2007 12:49 PM
To: Montag, Tom
Cc: Sparks, Daniel L
Subject: RE: Resi credit QTD/YTD P&L and positionsFrom
Attachments: Resi credit QTD/YTD P&L and positions
Resi credit QTD/
YTD P&L and po...

Tom, here are the follow-ups | owe you.

First the "subs position” (managed w/ the resids book) we have approx $400mm market value of primarily below
investment grade prime securities (this was blank in my table from first msg, which | re-attached above if you can't find it)
and the "prime hybrid - primary" loan book | estimated at $3B is actually $2.98.

Regarding beginning of FY subprime resid position, we started the FY at $157mm vs the $255mm balance now.
Therefore, we've net created $98mm of subprime resids which is a function of the YTD deal volume and the fact we
haven't been securitizing out the front cashflows on these deals the last few months as we think it is trading too cheap
{(10-12% yield for 1/2 year average fife single A rated bond).

Last, regarding hedge P&L YTD and QTD, see below. Note, this does not include rate hedges since | assume you were
interested in ABX/CDS credit/spread hedges only. You see significant hedge gains in subprime ($96mm YTD) which did
not offset the counterparty credit losses (EPD's) and residual re-marking. Q1 was significantly positive while Q2 has
been significantly negative as spreads have tightened generally. Also note the resids had been managed w/ the loan
books and have only been recently split out and managed separately.

ABX/CDS HEDGE P&L:
Q1 Q2 (4/20) YTD

Hybrids 53 -13.8 -85
AltA 37.8 -17.8 20.0
Subprime 119.4 -23.4 96.0
S&Dent 13.5 -9.8 3.7
2nds 241 -6.8 173
Resids n/a -8.1 -8.1
Subs 0.6 -0.4 0.2
All 200.7 -80.1 120.6

From: Gasvodé, Kevin

Sent: Sunday, April 22, 2007 9:13PM

To: Montag, Tom

Cc: Sparks, Daniel L )

Subject: RE: Resi credit QTD/YTD PRL and positions

<< Message: resi credit weekly recap >>

You are correct on the first point Tom - we have $180mm in loans (unsecuritized) and $255mm of residuals off old

deals. The $180mm of loans is the smallest we've been since we started the business in 2002. We had been
running at an average loan position balance in subprime of around $4B. The loan book turns over on average every
2 months however as we generally had been securitizing at least once per month. Note; we turn the loan balance
into securities and historically 75-80% of a loan deal is AAA rated and 15-20% of the deal is AA thru BBB- risk, the
remainder position (3-5% of the deal) is the unrated, first loss risk or "residual” - in other words, every $1B subprime

deal produces a $30-50mm residual investment (most of which we re-lever via NIM securitization) Ieavjng $5-15mm -
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on our books assuming we don't have a purchasing partner (HBK, Cbass to name a few).

The $255mm we ha've retained is from deals dating back to 2002 and while we've developed some buying partners,
it is not a deep market. These have been intentional principal retained positions. We did sell approx 50% of our
interest in deals created from mid-2005 thru end of 2006. : .

The losses of $28mm and $84mm are net of hedge gains - we had been short spreads via ABX/CDS so had mark to
market gains ytd. | will get you the specific ytd hedge #'s tmrw.

| can get you change of balance year to date for resids but loans is attached per my email to you a few weeks ago.
Specifically at end of FY '06 we were at $6.9B (risk not b/s funded) in subprime, & higher than run rate level. The
resid #'s are up in subprime since we've created a lot early in the year (function of securitizing $6.98+ add!
purchases in FY ‘07). I'li get you the resid #'s YTD tmrw tco.

From: Montag, Tom

Sent: Sunday, April 22, 2007 8:31 PM

To: Gasvoda, Kevin

Ce: Sparks, Daniel L

Subject: RE: Resi credit QTD/YTD P&L and positions

Let me make sure | have this right--for subprime we now have 180 million in loans on the book AND
55 million of residuals on old deals

We have lost 28 million on the loans and 84 million on the residuals
Is this independent of hedges?

Do you have change on year for each?
Why do we have so large a book of residuals? Just cant sell?

From: Gasvoda, Kevin

Sent: Monday, April 23, 2007 3:04 AM

To: Montag, Tom

Ce: Sparks, Daniel L .

Subject: Resi credit QTD/YTD P&L and positions
Tom,

Below is the QTD and YTD p&L of the residential credit loans and retained positions along w/ the current
position in each book. Note, the top section is just the primary pusiness which includes P&L related to loan
purchase and securitization. Some of the P&L also relates to unsold new issue allotments (most of the 2nd
lien losses) prior to being moved to secondary hands (a practice that we just began in January as you know).

On the loan side we are long approx $6.4B in resi loans (this excludes any prime fixed rate loan positions
since they are managed under Greg Finck, do not have retained bond elements, aré more akin to our CMO
business and have little to no credit element). The Alt-A business is having a good year and the Hybrid
Option Arm business is having a great year. This group of businesses made approx $200mm last year for
your reference. :

The second section (“residential residuals”.....etc.) is related to positions intentionally retained after new
issue, primarily residuals. Current position is approx $680mm and this group of businesses made over
$100mm last year. Again note, the predominant pain has been in subprime resids to date. We will spend.
the rest of quarter digging deeper into all resid positions.

Note, | believe the "Prime Hybrid - Primary” loan position is $3B (shown in italics below), | don't have a report
w/ real time info on that at my disposal today. This category is our Option Arm business run by Clay
DeGiacinto. Also, | do not have the "subs" book position size at hand (shown as "xxx" below) but will get that
tmrw for you. "Subs” are non-investment grade bonds primarily off of prime related deals that we generally
retain and re-remic (aggregate to re-securitize). .
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Friday's $50mm subprime residual writedown is incorporated below in the "Residuals - subprime” line and the
$24mm S&D loan write down is included in the first section on the "Scratch & Dent" line.

| will work on the hedge p&L in isolation Monday a.m. for you. If you have questions please call my home
number 203-656-8419 or my cel 917-596-5113.

<< OLE Object: Picture (Metafile) >>

-
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From: Gasvoda, Kevin

Sent: Sunday, April 22, 2007 2:04 PM

To: Montag, Tom

Cc: Sparks, Daniel L

Subject: Resi credit QTD/YTD P&L and positions
Attachments: Picture (Metafile)

Tom,

Below is the QTD and YyTD P&L of the residential credit loans and retained positions along
w/ the current position in each book. Note, the top section is Jjust the primary business
which includes P&L related to loan purchase and securitization. Some of the P&L also
relates to unsold new issue allotments (most of the 2nd lien losses) prior to being moved
to secondary hands (a practice that we just began in January as you know) .

Oon the loan side we are long approxX $6.4R in resi loans (this excludes any prime fixed
rate loan positions since they are managed under Greg Finck, do not have retained bond
elements, are more akin to our cMO business and have 1ittle to no credit element). The
Alt-A business is having a good year and the Hybrid Option Arm business is having a great
year. This group of businesses made approX $200mm last year for your reference.

The second section ("residential residuals"*.etc.) is related to positions intentionally
retained after new issue, primarily residuals. Current position is approx $680mm and this
group of businesses made over $100mm last year. Again note, the predominant pain has been
in subprime resids to date. We will spend the rest of quarter digging deeper into all
resid positions.

Note, I believe the "prime Hybrid - Primary" loan position is $3B (shown in italics
pelow), I don't have a report w/ real time info on that at my disposal today. This
category is our Option Arm pusiness run by Clay DeGiacinto. Also, I do not have the
ngubs" book position size at hand (shown as nyxx" below) but will get that tmrw for you.
vgubs" are non-investment grade bonds primarily off of prime related deals that we
generally retain and re-remic (aggregate to re-securitize).

Friday's $50mm subprime residual writedown is incorporated below in the "Residuals -
subprime" line and the $24mm S&D loan write down is included in the first section on the
ngecratch & Dent” line.

I will work on the hedge P&L in isolation Monday a.m. for you. If you have questions
please call my home number 203-656-8419 or my cel 917-596-5113.

gf oo
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Residential Credit Loans/New Issue

Subprime (61,387,052) (28,140,510) 180,000,000
Scratch and Dent , (34,089,858) - (73,044,733) 770,000,000
2nd Liens (21,932,613) (40,597,590) 82,000,000
Alt-A ' (3,550,099) 13,591,505 2,400,000,000
Prime Hybrid - Primary 5,207,529 44,270,518 3,000,000,000
Total ' (115,752,093) (83,920,810) 6,432,000,000

Residential Residuals & Subs / Retained Positions

Subs ) 249,969 7,249,828 . XXX

Residuals - Scrutch & Deat 91,810 1,803,042 56,000,000
Residuals - Subprime (57,784,353} (84,597,798) 255,000,000
Residuals - Alt-A 46,595 7,528,639 296,000,000
Residuals - 2nd Liens 311,789 (11,838,044) 74,000,000
Total ’ (57,084,190) (79,854,333) 681,000,000
TOTAL OF BOTH ’ (172,836,283) (163,775,143)

2

Cio

2ol /

i e meanbad ke Raldman Sachs GS MBS-E-010474!



Footnote Exhibits - Page 3536

From: Sparks, Danis! L

Sent:  Tuesday, January 23, 2007 10:43 AM

To: Birnbaum, Josh; Swenson, Michael; Lehman, David A.
Subject: RE: Subprime Risk Report

my other concern is | want to stay nimble, and not get too wedded to one way positions - getting massively short could be
more painful than what we have experienced.

From: Birnbaum, Josh

Sent: Tuesday, January 23, 2007 9:51 AM

To: Sparks, Daniel L; Swenson, Michael; Lehman, David A.
Subject: RE: Subprime Risk Report

From: Sparks, Daniel L

Sent: Tuesday, January 23, 2007 7:49 AM
To: Swenson, Michael; Birnbaum, Josh; Lehman, David A.
Subject: FW: Subprime Risk Report

it doss not ook like you made any progress on the things we discussed - | want a plan and daily reports on
progress. .

Not to be difficult, but if you 3 are too busy | can add someone who can focus on this issue.
1. Collapse 01 vs 02 AAA index basis

There are 2 internal trades we plan to do as discussed:

1) BBB, BBB- Index vs singles names. Deab has sent out a portfalio to the Alt A and whole loan desks and
apparently those desks want to sit down with you befors signing off on these trades. | believe you confirmed we
are doing this in an email last night. _ .
2) The plan was to mention the AAA trade when we sit down to discuss the BBB basis trade. Once we move
internal shorts in AAAs to 06-1, step 1 should be accomplished.

2. Collapse 01 vs 02 A index . _

1) We fundamentally like the single A shorts but clearly we want to get out of our 06-2 long. We made good
progress on that front racently, selling 400mm 06-2 A to Dillon Read on Friday. We have <1BIn long 2006 single A
risk at this point. We will continue to work this down. :

3. Dramatically cut notional BBB- index risk (01 and 02)

Wae all know this is the #1 focus. We sold 55mm 07-1 BBB- Index this morning so far and we will continue to try to
work this down in 50-100mm chunks daily. We are also trying to diversify our 06-2 long into some 07-1risk to
some extent in order to reduce ideosyncratic risk. i am optimistic that if we can buy another 1-2Bin of BBB- single
name protection, clear some of the risk in the CDO warehouse and secondary we can become quite aggressive in
making index sales both to the street and retail and be comfortable that we are not hurting our overall position, i.e.
not being limited in our trading style by our position (as you have tatked about).

From: ficc-mtgcdstrat

Sent: Tuesday, January 23, 2007 2:52 AM

To: Sparks, Daniel L; Fortunato, Salvatore; Lehman, David A.; Swenson, Michael; Birnbaum, Josh; Salem,
Deeb; Chin, Edwin; Kamilla, Rajiv; Egol, Jonathan; Tourre, Fabrice; Williams, Geoffrey; Dinias, Michael; Jha,

v
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Arbind
Cc: ficc-mtgcdstrat
Subject: Subprime Risk Report

Attached are the short form Subprime Risk reports for 22Jan07

e

Confidential Treatment Requested by Goldman Sachs ' GS MBS-E-010267342



Footnote Exhibits - Page 3538

From: Lehman, David A.

Sent: Tuesday, January 30, 2007 1:32 PM
To: : Swenson, Michael

Subject: RE: Montag..:

OK

————— Original Message-—---—-

From: Swenson, Michael

Sent: Tuesday, January 30, 2007 1:31 PM
To: Lehman, David A.

Subject: Re: Montag...

In office first thing

---—— Original Message —--—-—
From: Lehman, David A.

To: Swenson, Michael

Sent: Tue Jan 30 13:10:55 2007
Subject: RE: Montag...

‘You are back tomorrow a.m. in NYC or p.m.?

————— Original Message--——--

From: Swenson, Michael

Sent: Tuesday, January 30, 2007 1:08 PM
To: Lehman, David A.

Subject: Re: Montag...

I spoke with dan last night - I asked for it. I told him I want to go over the facts of
what we are up against. It will involve a discusion of valuation metrics. Also, a
discussion of what are competitors are saying as well about valuation. It also will
incolve our views on the affects the tranched market will have on the cdo etc.

It was suppose to be a way for me to arm rich as he navigates the waters as this topic
comes up. I also wanted his input on what he thinks is the right thing to do. It was my
intention for it to be ‘interactive. Now that montag will be there it may be less of that.

The goal is to gain control of the discussions from our side - I am frankly tired of the
misinformation that is being spread from the peanut gallery. :

I also want them to realize what is reasonably achievable given liquidity etc.

Weds will be a big day as we prepare for this meeting.

————— Original Message —--—-——-—
From: Lehman, David A.

To: Swenson, Michael

Sent: Tue Jan 30 12:55:34 2007
Subject: RE: Montag...

What mtg is this?

————— Original Message——-—---

From: Swenson, Michael

Sent: Tuesday, January 30, 2007 12:54 PM

To: Sparks, Daniel L; Lehman, David A.; Birnbaum, Josh
Subject: Re: Montag...

1
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Will do

————— Original Message ————-—

‘From: Sparks, Daniel L

To: Lehman, David A.; Birnbaum, Josh; Swenson, Michael -
Sent: Tue Jan 30 12:51:02 2007 | wmmmee = Redacted by the Permanent
Subject: Re: Montag... Subcommittee on Investigations

Invite montag to meeting with ruzika

————— Original Message —--—-—

From: Lehman, David A.

To: Sparks, Daniel L; Birnbaum, Josh; Swenson, Michael
‘Sent: Tue Jan 30 11:30:02 2007

Subject: Montag...

..called the desk to get an update on ABX.

‘— Gave him the quick rundown w/x/t flbws, positioning, etc.

—~ We have seen little flow as a result of ASF.

— Mentioned ASF was the one big ABS event of the year and that we were on the ground
talking to mkt players to gauge sentiment.

- Despite the dip in prices we feel the mkt could leak and we remained axed to get down
and mitigate basis risk.

He wants us to keep him apprised of meaningful activity, mkt movements, etc.

Goldman, Sachs & Co.

85 Broad Street | New York, NY 10004 )
Tel: 212-902-2927 | Fax: 212-902-1691 | Mob: 917-GENENEED
e-mail: david.lehman@gs.com
Goldman
Sachs

David Lehman
Fixed Income, Currency & Commodities

Disclaimer:

This material has been prepared specifically for you by the Goldman Sachs Fixed Income
Commercial Mortgage Backed Securities (CMBS) Trading Desk and is not the product of Fixed
Income Research. We are .not soliciting any action based upon this material. Opinions
expressed are our present opinions only. The material is based upon public information
which we consider reliable, but we do not represent that it is accurate or complete, and
it should not be relied upon as such. Additionally, the material is based on certain
factors and assumptions as the CMBS Trading Desk may in its absolute discretion have
considered appropriate. There can be no assurance that these factors and assumptions are
accurate or complete, that estimated returns or projections can be realized, or that
actual returns or results will not be materially different than those presented. Certain
transactions, including those involving CMBS, may give rise to substantial risk and are
not suitable for all investors. The CMBS Trading Desk may have accumulated long or short
positions in, and buy or sell, the securities that are the basis of this analysis. The
CMBS Trading Desk does not undertake any obligation to update this material.
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From: Cohn, Gary

Sent: Tuesday, February 13, 2007 11:58 AM
To: Winkelried, Jon; Blankfein, Lioyd
Subject: Fw: Catch up

————— original Message —~ 7~
From: Ruzika, Richard

To: Cohn, Gary

gsent: Tue Feb 13 11:46:18 2007
subject: catch up

Gary -~ wanted to catch you on & couple of things.

Mortgages —~ the risk spread sheets we have been developing have definitely helped in
understanding our subprime exposure to market movements and correlation. Rasically this
gave me the observability to push the team to be short against the correlation and basis
risk. Obviously this has helped stabilize our trading risk and actually make some money
pack. My concern now which I have been communicating to the team is that the single name
¢cpo and CDO squared finds a floor and tightens while ABX stays wide again 1owering the
correlation. I am directing the ream to COVEX the basis whenever possible and trade the
hedge as it needs to be dynamic. 1 am working with Dan to uncover exactly what else needs
to be proactively written down 80 that we can pnl it this quarter and be clean going into
next. My efforts have been to get us pack to being offensive ——We are getting there 1f not

there already- Justin ——— 1 think the guy is great and exactly what the business needs on
the risk side to get Dan pack into his sweet spot -structuring and business development.
There's a boat 10ad to do —~ Europe —- etc. pan can't do it all which is why I have been

trying to take the heat off by stepping in on the risk, Justin's help and experience would

be a huge plus.
EOP getting closer —— probably 50 bucks for us.

Permanent Subcommittee on Investigations
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Report Footnote #1661
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From: Prigent, Alexandra

Sent: Tuesday, March 27, 2007 7:33 AM
To: Salem, Deeb

Subject: RE: ABX - TABX : Request fromUilll}

No worries — we hope to get this client to trade some of our trading axes.
This is an important client of us in France

Thanks

————— Original Message-----—

From: Salem, Deeb

Sent: Tuesday, March 27, 2007 1:31 PM
To: Prigent, Alexandra ) ) .
Subject: RE: ABX - TABX : Request from () - C— Wedbythel‘erm.mm

Subcommittee on Investigations |

sorry for the confusion

————— Original Message—-—---

From: Prigent, Alexandra

Sent: Tuesday, March 27, 2007 8:29 AM

To: Salem, Deeb; Williams, Geoffrey

Cec: ficc-abstrading; Serres, Marine
Subject: RE: ABX - TABX : Request from (il

Sorry - we are a bit slow here in London... Understood now

————— Original Message---—-

From: Salem, Deeb

Sent: Tuesday, March 27, 2007 1:28 PM

To: Prigent, Alexandra; Williams, Geoffrey
Cc: ficc-abstrading; Serres, Marine
Subject: RE: ABX — TABX : Request from Wil

what is there to explain? i just put these levels in this morning. they are very different
than the levels i sent last week on bbb-...pls check an old email

————— Original Message-----

From: Prigent, Alexandra

Sent: Tuesday, March 27, 2007 8:27 AM

To: Salem, Deeb; Williams, Geoffrey

Cc: ficc-abstrading; Serres, Marine
Subject: RE: ABX - TABX : Request from -

Ok well - we will try to explain the client.
Could you please than give us your levels for BBB-

————— Original Message-----

From: Salem, Deeb

Sent: Tuesday, March 27, 2007 1:26 PM

To: Prigent, Alexandra; Williams, Geoffrey
Cc: ficc-abstrading; Serres, Marine
Subject: RE: ABX - TABX : Request from Wl

no these are bbb...sorry, i made the adjustments at the bottom and just copied it up top

————— Original Message-----

From: Prigent, Alexandra

Sent: Tuesday, March 27, 2007 8:25 AM
To: Salem, Deeb; Williams, Geoffrey

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis ‘
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Cc: ficc-abstrading; Serres, Marine
Subject: RE: ABX - TABX : Request from Gl

Deeb,

These are the spreads you gave us for bbb- They would like the spread for bbb flat

thanks

————— Original Message--—-—---

From: Salem, Deeb

Sent: Tuesday, March 27, 2007 1:07 PM

To: Prigent, Alexandra; Williams, Geoffrey
Cc: ficc-abstrading; Serres, Marine
Subject: RE: ABX - TABX : Request from [ ]

Below are the spreads we showed them on BBB on ABX.HE.06-2

MLM6E1 2006-HE1l B-2A USD 200

RASC06-KS3 2006-KS3 M-8 USD 550

LBMILT06-1 2006-1 M-8 USD 750

CWL06-8 2006-8 M8 USD 550
:MSACOG—WMCZ 2006-WMC2 B-2 USD 800

ARSI06-W1 2006-W1l M-8 USD 800

FFMLO6~-FF4 2006-FF4 M-8 USD 500

ACE06-NC1 2006-NC1l M-8 USD 200

SVHEQ6-0OPT5 2006-OPT5 M-8 USD 300 —— = Rgdacted !rythe Perman.ent.
SATLO6-4 2006-4 M7 USD 1000 Subcommittee on Investigations
GSAMPO6-HE3 2006-HE3 M-8 USD 400 -

JPMACO06-FRE1 2006-FRE1 M8 USD 400

RAMPO6-NC2 2006-NC2 M-8 USD 800

HEATO06-4 2006-4 M-8 USD 550

BSARS06-HE3 2006-HE3 M-8 USD 600

MABSO06-NC1 2006-NC1l M-8 USD 600

CARRO6-NC1 2006-NC1 M-8 USD - 175

SASCO6-WF2 2006-WF2 M8 USD 200

SABR0O6-0P1 2006-0P1 B-2 USD 175

MSCT06~HE2 2006-HE2 B-2 USD 500

————— Original Message----—-

From: Prigent, Alexandra

Sent: Tuesday, March 27, 2007 3:12 AM

To: Williams, Geoffrey; Salem, Deeb

Cc: ficc-abstrading; Serres, Marine
Subject: Re: ABX - TABX : Request from WP

Ok will call you this morning to discuss.

In the meantime, Deeb could you please send us the indic levels for the ABX.HE.06-2 BBB
flat ?

Thanks
Alex

————— Original Message —----

From: Williams, Geoffrey

To: Prigent, Alexandra; Salem, Deeb .

Cc: ficec-abstrading; Serres, Marine . -
Sent: Mon Mar 26 17:46:36 2007

Subject: RE: ABX -~ TABX : Request from Wl

We should discuss base correlations live...there is no market standard for calculating
them... :

Confidential Treatment Requested by Goldman Sachs GS MBS-E-021893370
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From: Prigent, Alexandra

Sent: Monday, March 26, 2007 11:58 AM

To: Williams, Geoffrey; Salem, Deeb

Cc: ficc-abstrading; -Serres, Marine
Subject: ABX - TABX : Request from WHB

Hi Geoff, Deeb,

The head of Capital Markets NN is trying to identify opportunities in TABX and

Specific questions from the client:

1) Please send us the Base correlation on the 3 top tranches of TABX.BBB- (15-25,
25-40 and 40-100) and TABX.BBB (12 to 100)7

2) He would alsc like to have indicative bids for protection on the ABX.06-2.BBB
underlying single-names:

Below are the spreads we showed them on BBEB- on ABX.HE.06-2

MLM6E1 2006-HE1 B-2A USD 200
RASCO6-KS3 2006-KS3 M-8 USD 550
LBMLT06-1 2006-1 M-8 USD 750
CWL06-8 2006-8 M8 USD 550
MSACO6-WMC2 2006-WMC2 B-2 USD 800
ARSI06-W1 2006-W1l M-8 USD 900
FFML06-FF4 2006-FF4 M-8 USD 500
ACEO6-NC1 2006-NC1 M-8 USD 200
. SVHE06-OPT5 2006-0PT5 M-8 USD 300
SAIL06-4 2006-4 M7 USD 1000
GSAMP06-HE3 2006-HE3 M-8 USD 400
JPMACO6-FREL 2006-FRE1 M8 USD 400
RAMP06-NC2 2006-NC2 M-8 USD 800
HEAT06-4 2006-4 M-8 USD 550
BSABS06-HE3 2006-HE3 M-8 USD 600
MABS06-NC1 2006-NC1 M-8 USD 600
CARR06-NC1 2006-NC1 M-8 USD 175
SASC06-WF2 2006-WF2 M8 USD 200
SABRO6-0OP1 2006-OP1 B-2 USD 175
MSCT06-HE2 2006-HE2 B-2 USD 500

Fyi we are also trying to push for trading axes from the SP CDO as well with this
client.

Many thanks,

Alexandra . e = Redacted by the Permanent
Subcommittee on Investigations

Goldman Sachs International

Tel: +44 207 774 1696 | cell: +44 QI

Email: alexandra.prigent@gs.com

Alexandra Prigent

Regulated by The Financial Services Authority

Disclaimer: : :

This material has been prepared specifically for you by the Fixed Income or J. Aron
Trading/Sales Department and is not the product of Fixed Income or J. Aron Research. We
are not soliciting any action based upon this material. Opinions expressed are our present
opinions only. The material is based upon information which we consider reliable, but we
do not represent that it is accurate or complete, and it should not be relied upon as
such. Certain transactions, including those involving futures, options and high yield
securities, give rise to substantial risk and are not suitable for all investors. We, or

3
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From: v Swenson, Michael

Sent: Thursday, February 15, 2007 6:41 AM
To: Bimbaum, Josh

Subject: Fw: Mortgages Estiimate REVISED
Fyi

————— Original Message —————

From: Jha, Arbind

To: Swenson, Michael

Sent: Wed Feb 14 20:02:04 2007

Subject: Re: Mortgages Estiimate REVISED

Congratulations for a very good day !
Will stop by tomorrow morning.

Thanks.

————— Original Message —=——-

From: Swenson, Michael

To: Jha, Arbind

Sent: Wed Feb 14 19:38:59 2007

Subject: Re: Mortgages Estiimate REVISED

Arbind it has to do with the single name cds position where we have been marking at a low
beta. I am happy to discuss with you in the morning. ’ .

1 do not have the relative moves in front of me right now.

Mike

————— Original Message ————-

From: Jha, Arbind

To: Swenson, Michael

Sent: Wed Feb 14 19:33:12 2007

Subject: FW: Mortgages Estiimate REVISED

Michael, .
Will you be able to provide some color on $100mm PNL in ABS Trading? Dan in a brief
conversation yesterday did mention that we have been marking our single name CDS position

with a beta of 0.25 vs. desk's perceived beta of 0.7 in SPG Trading desk.

Would appreciate your response and color on this.

Thanks,

Arbind
From: Bin, Ki-Jun s SR
Sent: Wednesday, February 14, 2007 6:02 PM
To: - Dinias, Michael; DMR-FICC; Fredman, Sheara; Fortunato, Salvatore; Jha, Arbind;

Lee, Brian-J (FI Controllers); Montag, Tom; Ruzika, Richard; Simpson, Michael; Smith,
Sarah; Sparks, Daniel L.
Subject: Mortgages Estiimate REVISED

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1663

Confidential Treatment Requested by Goldman GS MBS-E-012474685
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Mortgages Estimate

Total 104,327,500
MTD (Including Estimate) 82,249,368

CRE Loan Trading
Fixed Large Loan

Floater Large Loan 87,500
Fixed Conduit (280,000}
Transitional Loans 20,000
CRE CDO

Warehouse

Muni JV

ABS Loans & Finance
Consumer
Commercial
Europe
Warehouse

SPG Trading
ABS Trading 100,000,000 ABX
CMBS Trading
Correlation Trading

CDO/CLO
ABS/MBS CDO
GSI SP Credit Warehouse
Us CLO
EURO CLO
CRE CDO
Retained Principal Positions

Syndicate
ABS
CMBS
CDO

Hedges Manager's Account
Advisory Fees
Other

RMBS _
Mortgage Derivative
Agency Derivatives
Whole Loan Derivs
MSR

Residential Prime

FHA/VA - Primary

FHA/VA - Secondary

Subs

Prime Hybrid - Primary 4,500,000 Resid sale
pPrime Hybrid - Secondary
Agency_Hybrid“__"_150,000

Prime Fixed — Primary T e e -
Prime Fixed - Secondary

Agency CMO - Primary (150, 000)

Agency CMO - Secondary

Residential Credit
Scratch and Dent

Confidential Treatment Requested by Goldman Sachs ' GS MBS-E-012474686
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Subprime

Alt-A

2nd Liens

Residuals - Scratch & Dent
Residuals - Subprime
Residuals - Alt-A
Residuals - 2nd Liens
Warehouse

Tax Residuals
NERDS

EUROPE
Acquisition Finance
Euro CMBS

Global Special Situations
BAMSSG
ESSG
ASSG

Goldman, Sachs & Co.

180 Maiden Lane | New York, NY 10038 Goldman

Tel: 212-357-7385 Sachs
e-mail: ki-jun.bin@gs.com

Ki-Jun Bin
Finance Division

This message may contain information that is confidential or proprietary. If you are
not the intended recipient, please advise the sender immediately and delete this message
and any attachments. Follow this link for further information on confidentiality and the

risks inherent in electronic communication: http://www.gs.com/disclaimer/email/

Confidential Treatment Requested by Goldman Sachs GS MBS-E-012474687
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From: Sherwood, Michael S

Sent: Wednesday, February 28, 2007 10:42 AM _
To: Sparks, Daniel L; Swenson, Michael; Birnbaum, Josh; Gmelich, Justin
Cce: Montag, Tom; Ruzika, Richard : :
Subject: FW: ABX/Single name notional / risk history
Attachments: Index and Single Name Position History 2006 As of 27Feb07.pdf
Many congrats on last few weeks trading............. keep it upt!
Woody
From: Swenson, Michael .
Sent: Wednesday, February 28, 2007 8:47 AM
To: Montag, Tom
Subject: FW: ABX/Single name notional / risk history
From: Kao, Kevin J.
Sent: Wednesday, February 28, 2007 7:40 AM
To: Swenson, Michael; Birmbaum, Josh; Lehman, David A.
Ce: Turok, Michael; Holen, Margaret
Subject: ABX/Single name notional / risk history

Good morning. Attached please find the updated risk history charts.

Page 1 is the usual risk history chart.
Page 2 gives you a snapshot of risk for 2007 fiscal year only.

Index and Single
Name Position...

Permanent Subcommittee on Investigations
Wall Street & The F inancial Crisis
Report Footnote #1666

Confidential Treatment Requested by Goldm GS MBS-E-010389296
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From: Montag, Tom

Sent: Monday, February 19 2007 1:57 PM
To: Sparks, Daniel L

Subject : Re: 2 things

————— Original Message —-----
From: Sparks, Daniel L

To: Montag, Tom

Sent: Mon Feb 18 13: 54 38 2007
Subject: 2 things

1. Please send a note to Josh Birnbaum, Mike Swenson and David Lehman telling them great
week - short singles and short CDOs. Plus they have really kept their heads on well.

o= = Redacted by the Permanent
Subcommittee on Investigations

1

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1666
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From: Dinias, Michael
Sent: Thursday, February 08, 2007 4:03 PM
To: Berry, Robert; Broderick, Craig

Subject: FW: VaR limit for Mtg SPG

talked to Bill and he bumped mortgage var limit to 35, he also mentioned that its alt hands on deck today as scratch &
dent positions are being written down $40mm today.

From: McMahon, Bill

Sent: Thursday, February 08, 2007 3:59 PM

To: ) Dinias, Michael; Pouraghabagher, Cyrus; Berry, Robert

Cc: Ruzika, Richard; Sparks, Daniel L; Gasvoda, Kevin; Jha, Arbind
Subject: RE: VaR limit for Mtg SPG

Why don't we raise it to $35mm

From: Dinias, Michael

Sent: Thursday, February 08, 2007 8:38 AM

To: Pouraghabagher, Cyrus; McMahon, Bill; Berry, Robert

Cc: Ruzika, Richard; Sparks, Daniel L; Gasvoda, Kevin; Jha, Arbind
Subject: RE: VaR limit for Mtg SPG

Bill, | recommend Mortgage VaR limit be permanently increased to $30mm.
This would make the VaR limit mors in line with increase in the Mortgage Credit Widening Scenario Limit.

For example, the Mortgage Credit Widening Scenario Limit has increased 54% in the last year (from $325mm to
$500mm).

At the same time the Mortgage VaR limit was actually reduced 20%, from $25mm to $20mm.
lts worth noting that in the last year the strats have made a number of enhancements to their models allowing us

to improve our VaR computation and therefore the VaR number is better capturing some of the basis risks
inherent to the the mortgage business.

From: Pouraghabagher, Cyrus

Sent: . Wednesday, February 07, 2007 8:02 PM

To: McMahon, Bill

Cc: Ruzika, Richard; Sparks, Daniel L; Gasvoda, Kevin; Dinias, Michael
Subject: _VaR limit for Mtg SPG

Bill,

We recently topped our 20mm VaR limit, and this risk measure is expected to increase from 20.5 to around
23/24 tomorrow. Note that we've averaged closer to 15mm in past quarter, but this has steadily increased
from a low of around 10mm in mid November. Our VaR risk is concentrated in our SPG trading books (ABS
CDS/ABX and Correlation account for around 70% of this), which net provide significant stress scenario
protection. The increase in VaR is primarily a result of increased volatility around the ABX indices, where, for
instance, daily vol on BBB- has increased from 5 bps/day to 14 bps/day and is expected to increase further
based on recent trading vol: :

Daily ABX Vol
(bps)
Current |As of cob
11/24/06

ABX OTR "A" 3 1

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1679 GS MBS-E-009980807
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Since this VaR limit is effectively coming into play for the first time, we'd like to bump the VaR limit to
25-30mm, at least for the interim, and keep a closer eye on the dynamics of this risk. Note that the limit was
reduced from 25mm to 20mm earlier in the year precissly to achieve this effect, and uitimately, it may make
sense to have this limit be north of 30mm to account for the growth as well as the more accurate assessment

of our VaR across our synthetic businesses.

Let us know your thoughts
Cyrus

<« File: MortgageRiskSummary070206.pdf >>

From: Song, Scarlett

Subject: MarketRisk: Mortgage Risk Report (cob 02/06/2007)

CDO/CLO desk is over its scenario risk limit. The limit is currently under discussion

as the desk is undergoing a business restructuring.

MTG SPG desk is over its VaR limit

95% VaR (S$MM)

Desk 02/06 02/05 Limnit
" MTG SPG 20.5 20.5 20
Stress Test (SMM)
Desk 02/06 ~ 02/05 Limit
MTG SPG 549 556 800
Deriv . 25 27 30
Res Prime 84 84 100
Res Credit 166 162 185
Credit Resid 141 141 170
SPG Trading —133 -142 160 |
CDO/CLO 2 >a 55
Manager
E—— - — -
CDO Warehouse 139 139 170
CDO 74 T4 100
CLO - 65 65 70

(results include both US and Europe CLO Warehouse)

. Confidential Treatment Requested by Goldman Sachs

=== = Redacted by the Permanent
Subcommittee on Investigations
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From: Montag, Tom

Sent: \Wednesday, February 14, 2007 6:12 PM
To: Winkelried, Jon; Cohn, Gary

Cc: Ruzika, Richard

Subject: Fw:

Good points below by justin
Surprised by two things but still going back and forth

1-why margaret can't drive .
2-rosenblum driving trading-only because he doesn't stride me that way

3-good idea on wofk our guys
4-clearly need to opportunistically take position down
Tom

————— Original Message -——--
From: Gmelich, Justin

To: Montag, Tom

Sent: Wed Feb 14 18:04:17 2007
Subject: Re:

Let's see. Credit tighter. 4-5mm in credit. Activity high. LCC (usair) made 750k. Still
long 3.2mm shares. Bernanke testimony only emboldening the credit people. .

Abx risk should be working to get closer to home..My opinion, singles short v index is too
big (no news here). Abx correlation trade is good. I think we should be covering a bit of
our short. There is a lot to do.

Few people issues. Rosenblum should not go w the clo business to credit. He has far too
much mortgage knowledge. Keep him in mtg trading. Also, elisha needs to start getting
involved in systems build. Very important. We shud be hiring laterally in strats (bear
lehman merrill) . We also need to hire "work out" specialists in mortgage credit. There
will be many of these situations. :

Next stop for me is cdo equity book. I am keenly interested to see risk there. I am out
friday.

————— Original Message —-——=
From: Montag, Tom

To: Gmelich, Justin

Sent: Wed Feb 14 16:34:19 2007
Subject:

Anything else happen today

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Confidential Treatment Requested by Golg Report Footnote #1683 GS MBS-E-016165580
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From: Sparks, Daniel L

Sent: Thursday, February 22, 2007 6:57 AM

To: Birnbaum, Josh; Swenson, Michael; Lehman, David A.
Subject: . FW: Block size tranche protection offers for Paulson or others
Thursday.

We need to buy back $1 billion single names and $2 billion of the stuff below - today.
{ know that sounds huge, but you can do it - spend bid/offer, pay through the market, whatever to get it done.
It is a great time to do it - bad news on HPA, originators pulling out, recent upticks in unemployment, originator pain.

| will not want us to trade property derivatives until we get much closer to home as it will be a significant distraction from
our goal.

This is a time to just do it, show respect for risk, and show the ability to listen and execute firm directives.

You called the trade right, now monetize a lot of it.

You guys are doing very well. _ . .
. ‘e = Redacted by the Permanent

Subcommittee on Investigations
From: Egol, Jonathan
Sent: - Wednesday, February 21, 2007 11:23 AM
To: Sparks, Daniel L ’
Cc: Swenson, Michael; Bimbaum, Josh; Lehman, David A.; ficc-mtgcorr-desk; Salem, Deeb
Subject: Block size tranche protection offers for Paulson or others

Summary of ABX-related tranches we could offer protection on if we want to close down shorts:

e  $2.4bn notional 40-100 super senior tranche off of ABX "Quadrant” trade (25% each of 06-1/06-2 BBB and
BBB-), could potentially offer NC4 (we did $1.8bn NC3 with WD and $600mm NC4 with )

«  $200mm notional 20-30 tranche off of 06-1 BBB- (open risk v? NC3)

«  $325mm notional 30-100 super senior tranche off of 06-1 BBB- (open risk vs (NS ntermediation, NC5)
$500mm notional 40-100 super senior tranche off of 06-1/06-2 BBB- (open risk vs — non-callable)

We are currently managing ABX deltas against all of these tranches.

Goldman, Sachs & Co.
85 Broad Street | New York, NY 10004
tel: +1 212 357 3349 | mobile: +1 917 Q| fax: +1 212 428 1247
e-mail: jonathan.egol@gs.com
Goldman
Sachs
Jonathan M. Egol
Structured Products Trading

This material has been prepared specifically for you by the Fixed Income Trading Department and is not the product of Fixed Income Aesearch. We are
net soliciting any action based upon this material. Opinions expressed are our present opinions only. The material is based upon information which we
consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. Certain transactions, including those
involving futures, options and high yield securities, give rise to substantial risk and are not suitable for all investors. We, or persons invelved in the
preparation or issuance of this material, may from time to time, have long or short positions in, and buy or sell, the securities, futures, options or other
instrumerts and investments identical with or related to those mentioned herein. Goldman Sachs does not provide accounting, tax or legal advice; such
matters should be discussed with your advisors and or counsel. in addition, we mutually agree that, subject to applicable law, you may disclose any and
all aspects of this material that are necessary to support any U.S. federal income tax benefits, without Goldman Sachs imposing any limitation of any kind.
This material has been issusd by Goldman, Sachs & Co. and has been approved by Goldman Sachs International, which is regulated by The Financial
Services Authority, in connection with its distribution in the United Kingdom and by Goldman Sachs Canadain connection with its distribution in Canada.
Further information on any of the securities, futures or options mentioned in this material may be obtained upon request and for this purpose persons in
ltaly should contact Goldman Sachs S.1.M. S.p.A. in Milan, or at its London branch office at 133 Flest Street.

1
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' ' Wall Street & The Financial Crisis '
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From: Viniar, David

Sent: Wednesday, February 21, 2007 4:56 PM
To: Sparks, Daniel L

Subject: RE: Mortgages today
x-gs-classification: Internal-GS

Good start. Keep covering.

From: Sparks, Daniel L

Sent: ' Wednesday, February 21, 2007 4:43 PM

To: Montag, Tom; Ruzika, Richard; McMahon, Bill; Smith, Sarah; Lee, Brian-J (FI Controllers)

Cc: Cohn, Gary (EO 85B30); Winkelried, Jon (EO 85B30); Viniar, David; Gmelich, Justin; Gasvoda, Kevin
Subject: : Mortgages today '

Commercial Mortgage +30mm (50/50 FICC/IBD)

Single names +60mm

Index (42)mm

Index tranches/index  flat

CDO CDS +25mm

CDO positions ~(5)mm

CDO warehouse (5)mm

Other +6

Total +54 to FICC (+69 to firm)

Market sold off significantly (BBB and BBB- indices over 100 bps wider)

We 6overed over $400mm single names - still significant work to do.

Permanent Subcommittee on Investigations

_ ’ Wall Street & The Financial Crisis
Confidential Treatment Requested by Goldma Report Footnote #1688 GS MBS-E-009757841
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From: Montag, Tom

Sent: Wednesday, February 21, 2007 8:41 PM
To: Sparks, Daniel L

Subject: Re:

If you sold it in a bad market u oughjt to be able to buy it.

—---- Original Message —-—-—--
From: Sparks, Daniel L

To: Montag, Tom

Cc: Ruzika, Richard

Sent: Wed Feb 21 20:39:33 2007
Subject: Re:

Pushing hard, but need to be realistic with respect to expectations on liquidity. Very
hard to force it. Trade has been right, and should continue to run (though there will be
bumps) .

Entire team knows we have to reduce and is focused on it.

—_———— Original Message —-~-——
From: Montag, Tom

To: Sparks, Daniel L

Cc: Ruzika, Richard

Sent: Wed Feb 21 20:15:53 2007
Subject:

Tt memahon. How hard are we pushing covering some of singlename. Let's not be bidoffer
foolish. The downside isn't worth the upside imo

1

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1688
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From: Ruzika, Richard

Sent: Thursday, February 22, 2007 5:53 PM
To: Montag, Tom; Sparks, Daniel L
Subject: Re:

I think Dan's guys are being practical. I know Bill was upset but covering the single name
bbb and bbb- is prudent as it cuts vol and var the most.
Guys didn't give up bid ask but they also didn't stand on the bid.

Sent from my BlackBerry Wireless Handheld

————— Original Message ——-—-—
From: Montag, Tom

To: Sparks, Daniel L

Cc: Ruzika, Richard ’ S
Sent: Wed Feb 21 20:15:53 2007
Subject: . ’

Tt mcmahon. How hard are we pushing covering some of singlename. Let's not be bidoffer
foolish. The downside isn't worth the upside imo o

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1689
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From: Lehman, David A.

Sent: Friday, February 23, 2007 9:10 PM
To: Salem, Matthew

Subject: Re '@ CDO w/ GENR

U should have asked for some $ back if u printed 4 of 5 w/ big covers

‘Good job

e = Redacted by the Permanent
Subcommittee on Investigations

David A. Lehman

Goldman, Sachs & Co.

85 Broad Street | New York, NY 10004

Tel: 212-902-2927 | Fax: 212-902-1691 | Mob: 917—_
e-mail: david.lehman@gs.com

————— Original Message -~~~
From: Salem, Matthew ‘
To: Lehman, David A. :
Sent: Fri Feb 23 20:52:03 2007

Subject: Re: W cpo w/ D

Not sure. Our cvrs on the 105 vintage were huge. One of the covers was in the mid 30s,
another mid-40s, another there was no cover. We bought in the low 50s on 3 cmbxl type
names (cmbx was 62 mid at the time). We also bought an 106 lbubs at 74 (w/ a 4 bps cvr) .
Pretty sure they are all $ losing trades but I after talking with you and sparks I -figured
why not buy some protection. It's amazing to me that everyone was lifting cmbx 1 and 2 but
NOBODY will bid single names.

Anyway, Wl Lloves us as we printed 4 of the 5 names they put out and covered on the other
one. .

————— Original Message ——~~~
From: Lehman, David A.

To: Salem, Matthew

Sent: Fri Feb 23 20:27:47 2007
Subject: Re: @BCDO w/

Lvls u like?

David A. Lehman
Goldman, Sachs & Co.
85 Broad Street | New York, NY 10004

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Confidential Treatment Requested by Goldma Report Footnote #1693 GS MBS-E-O1 127013
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Tel: 212-902-2927 | Fax: 212-%02-1691 | Mob: 917—
e-mail: david.lehman@gs.com

————— Original Message ----- am—eme = Redacted by the Permanent
From: Salem, Matthew Subcommittee on Investigations
To: ficc-cmbs-desk; ficc-crelt
Sent: Fri Feb 23 16:08:39 2007
Subject: W cDO w/ GEENEED

@ is ramping a CDO w/ QS I'll get more color when it's less busy but we just
bought $60MM of protection from them (facin_) .

Matt Salem
CMBS Trading

Goldman, Sachs & Co.

85 Broad Street | 26th | New York, NY 10004
* (212) 902-2927

* Matthew.Salem@GS.com

Disclaimer:

This material has been prepared specifically for you by the Goldman Sachs Fixed Income
Commercial Mortgage Backed Securities (CMBS) Trading Desk and is not the product of Fixed
Income Research. We are not soliciting any action based upon this material. Opinions
expressed are our present opinions only. The material is based upon public information
which we consider reliable, but we do not represent that it is accurate or complete, and
it should not be relied upon as such. Additienally, the material is based on certain
factors and assumptions as the CMBS Trading Desk may in its absolute discretion have
considered appropriate. There can be no assurance that these factors and assumptions are
accurate or complete, that estimated returns or projections can be realized, or that
actual returns or results will not be materially different than those presented. Certain
transactions, including those involving CMBS, may give rise to substantial risk and are
not suitable for all investors. The CMBS Trading Desk may have accumulated long or short
positions in, and buy or sell, the securities that are the basis of this analysis. The
CMBS Trading Desk does not undertake any obligation to update this material.

Confidential Treatment Requested by Goldman Sachs GS MBS-E-011270139
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From: Sparks, Daniel L

Sent: Sunday, February 25, 2007 8:34 PM
To: Montag, Tom

Cc: Ruzika, Richard

Subject: Questions you had asked

Last week the trading desks did the following:

(1) Cover around $1.5 billion single name subprime BBB- CDS and around $700mm single name subprime BBB CDS.
The desk also net sold over $400mm BBB- ABX index. Desk is net short, but less than before. Shorts are in senior
tranches of indexes sold and in single names. Plan is to continue to trade from short side, cover more single names and
sell BBB- index outright. '

(2) The CDO business liquidated 3 warehouses for deals of $530mm (about half risk was subprime related). Business
also began liquidation of $820mm JPMIM warehouse - all synthetics done, cash bonds will be sold in next few days. One
more CDO warehouse may be liquidated this week - approximately $300mm with GSC as manager. That will leave us
with 2 large CDOs of A-rated CDOs, 2 high grade deals with limited subprime mezz risk, and 2 other small warehouses
that are on hold. Getting super-senior done on CDQOs is the critical path, and that is where the focus is - for the CDOs of
CDOs, NATIXIS (Paris) on Dillion Reed deal and Wincap (London) on Greywolf deal.

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1694

GS MBS-E-010987763
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From: _ Sparks, Daniel L

Sent: Tuesday, February 27, 2007 8:28 AM
To: Ruzika, Richard

Subject: - Re:

I'm in meeting with new century ceo on 22 - do you need me to step out and call you?

Desk knows have to step up covering single names

————— Original Message ——~77
From: Ruzika, Richard

To: Sparks, Daniel L

sent: Tue Feb 27 08:09:49 2007
Subject: Re:

Dan. Directly from opcom W€ have to pick up the pace of buying back single names even if
it costs us some money. I know your guys are trying but we can pay away some if it helps
to get size done.

Sent from my BlackBerry Wireless Handheld

————— Original Message ——~°7

From: Sparks, Daniel L-

To: Ruzika, Richard; Montag, Tom; Gmelich, Justin
Sent: Tue Feb 27 07:49:35 2007

Subject: RE:

We have been legging it. The team is putting together some package trades to show out to
certain people, but so far accounts have wanted directional exposure.

We are not as short because of cash pesitions that don't show up on risk and because of
CcDO warehouse. We are in the process of allocating short positions more explicitly for
that.

The team knows we have to reduce risk. That means:

(1) get super-seniors done on CDOs or take other steps to reduce CDO pipeline risk
(2) cover more single name shorts BBB- and BBB

(3) reduce the basis trade between BBB- index and BBB- single names

(4) reduce the index/index trades in A and AAA

————— Original Message-——""

From: Ruzika, Richard

Sent: Tuesday, February 27, 2007 7:18 AM

To: Montag, Tom; Gmelich, Justin; Sparks, Daniel L
Subject: RE:

Dan can answer —- We are. And we are focused on both -- covering some of the short and
trimming basis. We thought we were going to get a chunk done last night (of the short) --
we'll see where we start today.

————— Original Message-——~7

From: Montag, Tom

Sent: Tuesday, February 27, 2007 7:14 AM

To: Ruzika, Richard; Gmelich, Justin; Sparks, Daniel L
Subject: Re: : '

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis

Report Footnote #1693
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We can also sell our package to people. Both sides. Are we actively selling the package.
Would accomplish both and we obviously believe in it

————— Original Message -——~—~

From: Ruzika, Richard

To: Montag, Tom; Gmelich, Justin; Sparks, Daniel L
Sent: Tue Feb.27 07:12:40 2007

Subject: RE:

There are two issues —-—

first is the size of the short -- I want to see us getting the short down to 4.5 bil net
(excluding what exists in the resids) Second - the basis in the book needs to be reduced
as well ’

The way to accomplish the above is to leg into the market by buying what we are short and
then making the decision to leg out of the basis or keep the long. At this moment the over
all is too short so I wouldn't rush to leg out of basis.

I'm not sure we have to pay to get there -- but I wouldn't pay a lot if it only
accomplished a little. .

We are on them everyday but don't want to move the market in our faces.

----- Original Message-—==~—

From: Montag, Tom

Sent: Tuesday, February 27, 2007 7:03 AM
To: Gmelich, Justin; Sparks, Daniel L
Cc: Ruzika, Richard

Subject:

How much r we pushing these guys to get it down further? What r the plans? Where do we
want it? What would u be willing to pay to get there?

v <
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From: Sparks, Daniel L

Sent: Tuesday, February 27, 2007 8:14 AM

To: Swenson, Michael; Lehman, David A.; Bimbaum, Josh
Subject: Opcom directive

Buyback single names in size today

Permanent Subcommittee on Investigations

: Wall Street & The Financial Crisis :
Confidential Treatment Requested by Gold Report Footnote #1697 GS MBS-E-017250218
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From: Estus, lan [iestus@harbingercap.net]

Sent: Thursday, February 22, 2007 12:42 PM

To: Valtz, Nicholas :

Cc: Bhavsar, Avanish R; Swenson, Michael; Salem, Deeb; HDIF Accounting; Jones, Pia; Turano,
Ken; Baker, Clark; Drew, Bill; Estus, lan

Subject: RE: Hi lan - please confirm the attached for second trade today - thx

Agree

Allocations:

MF 20MM
SSF 5MM

————— Original Message--—--- :

From: Valtz, Nicholas {mailto:Nicholas.Valtz@gs.com]

Sent: Thursday, February 22, 2007 12:32 PM

To: Estus, Ian

Cc: Bhavsar, Avanish R; Swenson, Michael; Salem, Deeb :
Subject: Hi Ian - please confirm the attached for second trade today - thx

CUSIPS on attached spreadsheet
<<Harbinger - ABS Characteristics - 22Feb07.x1s>> Protection Buyer:
Harbinger Protection Seller: Goldman Sachs
Size: $300mm total ($25mm x 12 reference obs)
Premium: +585bps running

Baa3 )
JPMAC 2006-NC2 MS
JPMAC 2006-CW2 MV9
MSAC 2006-NC1 B3
ACE 2006-NC1 M9
RASC 2006-EMX1 MS
CARR 2006-NC1 M9
SAST 2006-2 B3
OWNIT 2006-1 B3
FFML 2006-FF1 MS
CMLTI 2006-WFH1 MS
POPLR 2006-A M6
JPMAC 2006-CH2 MVS

Protection Buyer: Harbinger

Protection Seller: Goldman Sachs

Size: $325mm total ($25mm x 13 reference obs)
Premium: +395bps running

Baa2

WFHET 2006-1 M8
RASC 2006-KS3 M8
ABSHE 2006-HE3 M7
SVHE 2006-0PT2 M7
CXHE 2006-A M8
‘CMLTI 2006-AMC1 M8
GSAMP 2006-HE1l M8
JPMAC 2006-HE2 M8
WMABS 2006-HE2 M8
BSABS 2006-PCl M7

VVVVVVVVVVVVVVVVVV\/VVV'VVVVVVVVV\/VVVVV

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis

Confidential Treatment Requested by Goldm Report Footnote #1699

GS MBS-E-018938493
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ACCR 2006-2 M8 === = Redacted by the Permanént “

NSTR 2006-B M8 Subcommiry ent
CBASS 2006-CB1 B2 ee on Investigations

Nicholas Valtz

Vice President

Capital Structure Sales
Securities Division

Goldman, Sachs & Co.

1 New York Plaza 50th Floor | New York, NY 10004

Tel: 212 357-8694 | Fax: 212 256-4109 AOL IM:— | e-mail:
nicholas.valtz@gs.com

(c) Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved.
See http://www.gs.com/disclaimer/email—salesandtrading.html for
important risk disclosure, conflicts of interest and other terms and
conditions relating to this e-mail and your reliance on information
contained in it. This message may contain confidential or privileged
information. If you are not the intended recipient, please advise us
immediately and delete this message. See
http://www.gs.com/disclaimer/email/ for further information on
confidentiality and the risks of non-secure electronic communicaticn.
If you cannot access these links, please notify us by reply message
and we will send the contents too you.

VVVVVVVVVVVVVVVVVVV\/VVV\/VVVVV

Confidential Treatment Requested by Goldman Sachs GS MBS-E-018938494
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From: ) Valtz, Nicholas

Sent: Thursday, February 22, 2007 6:29 PM

To: Parker, Amanda; Estus, lan

Cc: _ Bhavsar, Avanish R; Salem, Deeb: Swenson, Michael
Subject: - RE: Basket characteristics & individual spreads - Baa3 basket

Confirmed - thank you

Protection Buyer: Harbinger

Protection Seller: Goldman Sachs

Size: $1bn total ($25mm x 40 reference obs, as listed below)
Premium: +785bps running

————— Original Message—-—-——-

From: Parker, Amanda [mailto:AParker@Harbert.net]

sent: Thursday, February 22, 2007 6:26 PM

To: Estus, Ian; Valtz, Nicholas

Subject: RE: Basket characteristics & individual spreads - Baa3 basket

25,000,000 EACH (ALLOCATED 20M TO MASTER FUND, 5M TO SPECIAL SITS)
@ 785
AGREE

————— Original Message-———-

From: Estus, Ian

sent: Thursday, February 22, 2007 5:13 PM

To: Parker, Amanda

Subject: FW: Basket characteristics & individual spreads - Baa3 basket

————— Original Message-—-——-

From: Valtz, Nicholas [maith:Nicholas.Valtz@gs.com]

Sent: Thursday, February 22, 2007 1:34 PM

To: Estus, Ian; Baker, Clark

Cc: Bhavsar, Avanish R

Subject: Basket characteristics & individual spreads - Baa3 basket

Hi Clark & Ian -

Attached please find the spreadsheet with the requested data for the basket of 40 Baa3
names: ’ .

<<Harbinger - Third List - ABS Characteristics - 22Feb07.xls>>

Baa3

Ref Ob CUSIP Spread
ABFC 2006-HE1 M9 00075WANI 850
ACE 2006-CW1 MS 00441QAP4 625
AMSI 2006-R2 MS 0307252F1 800
CARR 2006-NC2 M9 14453FANO 575
CBASS 2006-CB6 Bl 14986PAPS 525
CWL 2006-13 BV 23242EAU3 700
FFML 2006-FF6 M6 31561EANS 750
GSAMP 2006-HE3 M9 36244KAPO- 900
GSAMP 2006-HE5 M9 362437AFP0 825
GSAMP 2006-NC1 B3 362334ER1 625
GSAMP 2006-NC2 M9 362463AP6 975
HASC 2006-OPT1 M9 40430HDNS 650

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis

‘Confidential Treatment Requested by Gold Report Footnote #1699

GS MBS-E-018940734
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HASC 2006-OPT2 M9 40430HEJ3 = 800
HEAT 2006-3 Bl 437084VAl 975
JPMAC 2006-ACCl M946628RAPO 650
JPMAC 2006-HE1 MS 46626LGQ7 650
MABS 2006-AM1 MS 57643LQJ8 800
MABS 2006-NCl M9 57643LNQ5 1025
MLMI 2006-HEl B3A 59020U3Q6 575
MLMI 2006-HES5 B3 59022QAP7 900
MSC 2006-HE2 B3 617451FE4 975
MSHEL 2006-2 B3 61744CYY6 700
NHELI 2006-WF1 M9 65536RAN6 550
POPLR 2006-B M6 73316PKP4 650
POPLR 2006-C M6 73316MAK3 650
RAMP 2006-EFCL M9 76112BW71 850
RAMP 2006-EFC2 M9 749238AN1 700
RAMP 2006-NC3 M9 76112B4%5 1025
SASC 2006-WF1 MS 863576FRO 525
SASC 2006-WF2 M9 86360LANG6- 575
SAST 2006-1 B3 80556UAN3 725
SAST 2006-3 B3 80556AANT 725
SURF 2006-ABl B3 84751PLF4 750
SVHE 2006-OPT1 M8 83611MMGO 750
SVHE 2006-OPT2 M8 83611MMUS 775
SVHE 2006-OPT3 M8 83611MPS1 675
SVHE 2006-OPT5 MS 83612CAP4 850
WMABS 2006-HE1 MS 92925CFCl 675
WMABS 2006-HE2 MS 93934 JANA 675
WMABS 2006-HE5 MS 93934XAN3 675

Nicholas Valtz

Vice President

Capital Structure Sales
Securities Division

e = Redacted by the Permanent
Goldman, Sachs & Co. ' Subcommittee on Investigations

1 New York Plaza 50th Floor | New York, NY 10004
Tel: 212 357-8694 | Fax: 212 256-4109
A0L IM: GRS | e-mail: nicholas.valtz@gs.com

(c) Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved.

See http://www.gs.com/disclaimer/email—salesaﬁdtrading.html for important risk disclosure,
conflicts of interest and other terms and conditions relating to this e-mail and your
reliance on information contained in it. This message may contain confidential or
privileged information. If you are not the intended recipient, please advise us
immediately and delete this message. See http://www.gs.com/disclaimer/email/ for further
information on confidentiality and the risks of non-secure electronic communication. if
you cannot access these links, please notify us by reply message and we will send the
contents to you.

Confidential Treatment Requested by Goldman Sachs GS MBS-E-01894073
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From: Swenson, Michael

Sent: Tuesday, February 27, 2007 4:16 PM :

To: McMahon, Bill === = Redacted by the Permanent
Subcommittee on Investigations

Bought 1.5bb of sn baa3 risk from harbinger

Goldman, Sachs & Co.

85 Broad Street | New York, NY 10004

tel: +1 212902 5090 | mobile: +1 91 74P fax: +1 212 428 9761
e-mail: michasl.swenson@gs.com

Michael J. Swenson
Fixed income, Currency & Commodities

This material has been prepared specifically for you by the Fixed Income Trading Department and is not the product of Fixed Income Research. We are not
soliciting any action based upon this material. Opinions expressed are our present opinions only. The material is based upon information which we consider
reliable, but we do not represent that it is accurate or complete, and it should nat be relied upon as such. Certain transactions, including those involving
futures, options and high yield securities, give rise to substantial risk and are not suitable for all investors. We, or persons involved in the preparation or
issuance of this material, may from time 1o time, have long or short positions in, and buy or sell, the securities, futures, options or ather instruments and
investments identical with or related 1o those mentioned herein. Goldman Sachs doas not provide accounting, tax or legal advice; such matters should be
discussed with your advisors and or counsel. In addition, we mutually agree that, subject to applicable law, you may disclose any and all aspects of this
material that are necessary to support any U.S. federal income tax benefits, without Goldman Sachs imposing any limitation ot any kind. This material has
been issued by Goldman, Sachs & Co. and has been approved by Goldman Sachs Intemational, which is regulated by The Financial Services Autharity, in
connection with its distribution in the United Kingdom and by Goldman Sachs Canada in connection with its distribution in Canada. Further information on any
of the securities, futures or options mentioned in this material may be abtained upon request and for this purpose persons in Haly should contact Goldman ’
Sachs S.I.M. S.p.A. in Milan, or at its London branch office at 133 Fleet Street.

This material does not evidence or memorialize any agreement or legally binding commitment between any parties and does not constitute a contract or
* commitment to provide any financing or underwriting. Any financing or underwriting is subject in all respects to intenal credit approval at Goldman Sachs, and
is subject to, among other things, the completion of documentation in form and substance satisfactory to Goldman Sachs.

This message may contain information that is confidential or privileged. If you are not the intended recipient, please advisa the sender immediately and delete
the message. See hitp://www.gs.com/disclaimer/email for further information on confidentiality and the risks inherent in electronic communication.

Perma_nent Subcommittee on Investigations
Wall Street & The Financial Crisis.

Confidential Treatment Requested by Goldma Report Footnote #1699 GS MBS-E-012502371
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From: Sparks, Daniel L

Sent: Thursday, March 01, 2007 3:40 PM

To: Fortunato, Salvatore; Lee, Brian-J (FI Controllers); Simpson, Michael
Subject: FW: SN Protection Offers for Harbinger (50 names)

Trade was executed at +725

————— Original Message-——--—

From: Salem, Deeb ’

Sent: Thursday, March 01, 2007 3:33 PM

To: Sparks, Daniel L

Subject: FW: SN Protection Offers for Harbinger (50 names)

————— Original Message-----
From: Salem, Deeb :
- Sent: Tuesday, February 27, 2007 10:54 AM
To: Gmelich, Justin; Bhavsar, Avanish R
Cc: Salem, Deeb; Chin, Edwin; Swenson, Michael; Birnbaum, Josh
Subject: SN Protection Offers for Harbinger (50 names)

+875 offer
ABFC 2006-0PT1 M9 00075QAN2 Baa3

ABSHE 2006-HE3 M8 04541GXL1 Baa3
ABSHE 2006-HE5 M8 04544PAP4 Baa3

ACCR 2005-2 MS 004375DMO Baa3
ACCR 2005-3 M9 004375EC1 Baa3
ACCR 2006-1 M9 004375FF3 Baa3
ACCR 2006-2 MS 00437NAN2 Baa3

ACE 2005-AGl B3 004427CL2 Baa3
ACE 2005-WF1 MS 004421QX4 Baa3
ACE 2006-NC1 M9 004421vcC4 Baa3
AMSI 2005-R10 MS 03072ST62 Baa3
AMSI .2005-R11 M9 030725V93 Baa3
BSABS 2005-AQ2 M8 0738793CO Baa3
BSABS 2005-TC1 M6 073873VLS Baa3
BSABS 2005-TC2 M6 073873SE79 Baa3
CARR 2006-NC1 M9 144531FGO Baa3
CARR 2006-NC2 M9 14453FANS Baa3
CARR 2006-OPT1 M9 144531FW5 Baa3
'CARR 2006-RFCl M9 14453EAN2 Baa3
CBASS 2006-CB1 B3 81375WHU3 Baa3
CMLTI 2006-WFH1 M917307G2W7 Baa3
CMLTI 2006-WFH2 MS17309MAN3 Baa3
CMLTI 2006-WFH3 M917309QAN4 Baa3
CWL 2005-BC4 MS 1266737H9 Baa3
CXHE 2006-A M9 15231AAN6 Baa3
EMLT 2005-1 M9 29445FCW6 Baa3
FFML 2005-FF12 B3 32027NYE5 Baa3
FFML 2005-FF8 B3 . 362341QX0 Baa3
FFML 2006-FF1 M9 32027NYZ8 Baa3
GSBMP 2006-NC1 B3 362334ERI Baa3
HASC 2006-O0PT2 MS 40430HEJ3 Baa3
JPMAC 2005-FLD1 M946626LBB5 Baa3
JPMAC 2005-OPT2 M946626LEUQ  Baa3
JPMAC 2006-CH1 M9 46629TAPS Baa3
JPMAC 2006-CW2 MV946629BBB4 Baa3

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Confidential Treatment Requested by Gold Report Footnote #1699 ' GS MBS-E-019460848
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JPMAC 2006-NC2 M9
LBMLT 2006-WL1 M9
MLMI 2006-HEl B3A
MSAC 2006-NC1 B3
MSC 2006-HELl B3
MSC 2006-HE2 B3
MSHEL 2006-1 B3
NCMT 2006-1 M9
NHELI 2006-WF1 M9
NSTR 2006-B M9
RASC 2005-EMX4 M9
SABR 2005-HE1 B3
SABR 2006-OP1 B3
SAST 2006-1 B3
WMABS 2006-HE3 M9

46629FANO
542514RE6
59020U3Q6
61744CYK6
617451EA3
617451FE4
61744CXG6
65106AAW3
65536RANG6
63860FAN3
76110W6H4
81375WGL4
81375WJP2
80556UAN3
93934MAP2

Baa3

Baa3 .

Baa3
Baa3
Baa3
Baa3
Baa3
Baa3
Baa3
Baa3
Baa3
Baa3
Baa3
Baa3
Baa3

Confidential Treatment Requested by Goldman Sachs
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GS MBS-E-019460849
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wswene = Redacted by the Permanent
. | Subcommittee on Investigations
From: Gmelich, Justin
Sent: Saturday, March 03, 2007 7:29 AM
To: Swenson, Michael; Sparks, Daniel L
Cc: Bimbaum, Josh
Subject: Re: Harbinger Update

Great. Av sent me a msg last night and said 3b more is not out of the question. Swenny, he
said that he is going to swing by your place this weekend to go over details :).

————— Original Message --———

From: Swenson, Michael

To: Sparks, Daniel L; Gmelich, Justin
Cc: Birnbaum, Josh; Swenson, Michael
Sent: Sat Mar 03 06:55:15 2007
Subject: Harbinger Update

Av sent a message to harbinger last night to Harbinger saying we would be interested in
looking at the larger opportunity as we discussed. Harbinger immediately responded saying
that was great and "it would be embarrassing for them to get the money and not- to be able
to execute".

After Av left, we noodled through everything and we decided to investigate putting
together a package of 1bb single-As, 1bb Baa2s and 1lbb Baa3s for them. They have been
reluctant in the past with single-As but it is worth a shot. Also keep in mind that the
account is likely to ask for an upsize at the end. If that is the case we will be able to
accommodate them with the existing position.

Josh has mobilized strats (primer, elisha and turok) and they are going to go through our
entire single-name position using the primer/marschoun default and scenario model. The
biggest challenge from what I understand is underlying data coverage not the number
crunching. No one really knows how much coverage we will get but an educated guess of 60%
seems reasonable.

Deeb and Edwin are reviewing our tiering of existing positions. We will assemble our list
after we review strats' model results.

Our first prioirty will be to cover the names that we are short as well as the names that
match up well with our model results. This is a great opportunity to cover single-A and
Baa? SN at a level that makes sense from a valuation perspective.

We have time since the account said they need to "raise the money" and will not be at all
surprised to have them want to go live sooner rather than later.

It is clear to all of us we are in basis risk reduction mode. We have a number of parties
to puruse index sales once we have better clarity.

If you need to reach me call me at 917——

Goldman, Sachs & Co.

85 Broad Street | New York, NY 10004
fel: +1 212 902 5090 | mobile: +1 917 GHNNENENE | fax: +1 212 428 976l
e-mail: michael.swenson@gs.com

Goldman

Sachs

Michael J. Swenson
Fixed Income, Currency & Commodities

This material has been prepared specifically for you by the Fixed Income Trading

1

Permanent Subcommittee on Investigations
d Wall Street & The Financial Crisis
Report Footnote #1699

Confidential Treatment Requested by Gol GS MBS-E-010707216
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From: Bhavsar, Avanish R

Sent: Friday, April 20, 2007 12:56 PM

To: Swenson, Michael; Birnbaum, Josh; Salem, Deeb

Cc: Ash, llana; Kelman, Peter; Kiflu, Alpha; Friedman, Nicolas B.

Subject: RE: Harbinger didnt add the last piece we had spoken of, but are now thinking of adding ~
50mm

Harbinger may want to add 25mm to 50mm of single name protection, ¢an you share your thoughts about the view
from the desk...

From: Young, Greg

Sent: Friday, April 20, 2007 12:52 PM

To: Bhavsar, Avanish R

Cc: Ash, Ilana; Kelman, Peter; Kiflu, Alpha; Fnedman, Nicolas B.

Subject: RE: Harbinger didnt add the last piece we had spoken of, but are now thinking of adding ~50mm
Av,

Harbinger is our #1 hedge fund exposure globally. We had to explain this to the SEC this month.

If at all possibie | would prefer to have you place this wnth a different hedge fund, if it's a matter of managing our own
credit exposure.

I'm out of the office, but am checking e-mail frequently. llana Ash and Peter Kelman are both familiar with the
situation and can authorize the trade if need be. ’

From: . Bhavsar, Avanish R .

Sent: Friday, April 20, 2007 12:41 PM

To: Young, Greg

Subject: Harbinger didnt add the last piece we had spoken of, but are now thinking of adding ~50mm

Avanish R. Bhavsar
Managing Director wnmemm = Redacted by the Permanent

Capital Structure Sales ) Subcommittee on Investigations
Securities Divison

Goldman, Sachs & Co.

1 New York Plaza 50th Floor | New York, NY 10004
Tel: 212 357-8405 | Cell: 91 7D

e-mail: avanish.bhavsar@gs.com

© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See http://www.gs.com/disclaimer/email-
salesandtrading htin] for important risk disclosure, conflicts of interest and other terms and conditions relating to this e-
mail and your reliance on information contained in it. This message may contain confidential or privileged information. If
you are not the intended recipient, please advise us immediately and delete this message. See
higp://www.gs.com/disclaimer/email/ for [urther information on confidentiality and the risks of non-secure electronic
communication. If you cannot access these links, please notify us by reply message and we will send the contents to you.

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis

Report Footnote #1699 GS MBS-E-012523933
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From: Swenson, Michael
Sent: Monday, July 30, 2007 10:23 AM
To: Bhavsar, Avanish R

Spoke with credit get tom c. involved early

————— Original Message—--—----

From: Bhavsar, Avanish R

Sent: Monday, July 30, 2007 10:06 AM

To: Salem, Deeb; Swenson, Michael

Subject: FW: Harbinger Single-A Offerings.xls

————— Original Message-—----

From: Baker, Clark [mailto:cbaker@harbingercap.net]
Sent: Monday, July 30, 2007 10:05 AM

To: Bhavsar, Avanish R; Estus, Ian; Turano, Ken

Cc: Valtz, Nicholas

Subject: RE: Harbinger Single-A Offerings.xls

Thanks, looking now

————— Original Message-----

From: Bhavsar, Avanish R [mailto:avanish.bhavsar@gs.com]
Sent: Monday, July 30, 2007 9:56 AM

To: Baker, Clark; Estus, Ian; Turano, Ken

Cc: Valtz, Nicholas '

Subject: Harbinger Single-A Offerings.xls’

Here's the package offering for Harbinger -

ABX:
2006-1 A: Harbinger sells us $1bb

AND

Single-names ($15mm per name, $1,040,000 total) as a package:
25 2005-vintage ref obs offered @ +725bps running
35 2006-vintage ref obs offered € +1050bps running
12 2007-vintage ref cbs offered @ +1050bps running

= Redacted by the Permanent

Avanish R. Bhavsar Subcommittee on Investigations

Managing Director
Capital Structure Sales
Securities Divison

Goldman, Sachs & Co.

1 New York Plaza 50th Floor | New York, NY 10004
Tel: 212 357-8405 | Cell: 917-GiNENS

e-mail: avanish.bhavsar@gs.com

(c) Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved.

See http://www.gs.com/disclaimer/email—salesandtrading.html for important risk disclosure,
conflicts of interest and other terms and conditions relating to this e-mail and your
reliance on information contained in it. This message may contain confidential or

1

Permanent Subcommittee on Investigations

Confidential Treatment Requested by Goldr] Wall Street & The F inancial Crisis GS MBS-E-012374026
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privileged information. If you are not the intended recipient, please advise us
immediately and delete this message. See http://www.gs.com/disclaimer/email/ for further
information on confidentiality and the risks of non-secure electronic communication. If

you cannot access these links, please notify us by reply message and we will send the
contents to you.

<<Harbinger Single-A Offerings.xls>>

-Confidential Treatment Requested by Goldman Sachs : 'GS MBS-E-012374027
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Thursday, August 23, 2007 8:31 AM

From: Cohn, Gary (EO 85B30)
Sent:

To: Montag, Tom; Viniar, David
Subject: Re: Harbinger post

Great

Original Message
From: Montag, Tom

To: Cohn, Gary; Viniar, David
Sent: Thu Aug 23 07:19:44 2007
Subject: Fw: Harbinger post

Finally actuall covering singles.

two weeks though

Original Message

We had bought back almost 9 billion of aaa abx over last

From: Swenson, Michael

To: Mullen, Donald; Montag, Tom; Sparks, Daniel L; Schwartz, Harvey; Bash-Polley, Stacy:
Cornacchia, Thomas :

Cc: Birnbaum, Josh; Lehman, David A.; Brafman, Lester R; Swenson, Michael

Sent: Wed Aug 22 22:07:34 2007
Subject: Harbinger post

We just printed 400mm of Singles with Harbinger.

130mm of BBB and 270mm BEB-.

Goldman, Sachs & Co.
85 Broad Street |
tel: +1 212 902 5090 |

Michael J. Swenson

New York, NY 10004
mobile:
e-mail: michael.swenson@gs.com

+1 917_ 1 fax: +1 212 428 9761
Goldman
Sachs

Fixed Income, Currency & Commodities

© Copyright 2007 The Goldman Sachs Group,

Inc. All rights reserved. See

http://www.gs.com/disclaimer/email—salesandtrading.html for important risk disclosure,
conflicts of interest and other terms and conditions relating to this e-mail and your
reliance on information contained in it. This message may contain confidential or

privileged information.

If you are not the intended recipient, please advise us
immediately and delete this message.

See http://www.gs.com/disclaimer/email/ for further

information on confidentiality and the risks of non-secure electronic communication. If

you cannot access these links, please notify us

contents to you.

Confidential Treatment Requested by Goldmj

by reply message and we will send the

e = Redacted by the Permanent
Subcommittee on Investigations

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1699
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From: - Gmelich, Justin

Sent: Monday, March 05, 2007 8:32 AM

To: : Montag, Tom; Sparks, Daniel L; Ruzika, Richard
Subject: RE:

I think we have a very modest short across all the businesses at current market levels. I
concur with Dan.

————— Original Message————7

From: Montag, Tom

Sent: Monday, March 05, 2007 8:31 AM

To: Sparks, Daniel L; Gmelich, Justin; Ruzika, Richard
Subject: Re: ’

How short
- T thought justin had a different conclusion

————— Original Message ————~

From: Sparks, Daniel L

To: Montag, Tom; Gmelich, Justin; Ruzika, Richard
Sent: Mon Mar 05 08:27:00 2007

Subject: RE:

We think the overall business is net short, but there is a lot of basis.

Long risk positions:

Resi loans

Cash RMBS resids

CDO warehouse’

CDO bonds

Commercial mortgage loans
CMBS bonds :

Short risk positions:
ABX
RMBS CDS

~ CDO CDS

..CMBS TROR

————— Original Message-——~~

From: Montag, Tom

Sent: Monday, March 05, ‘2007 8:21 AM

To: Sparks, Daniel L; Gmelich, Justin; Ruzika, Richard
Subject:

Do we think the business is net sﬁort long .or flat right now

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1702
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From: Montag, Tom

Sent: Wednesday, March 14, 2007 7:10 PM
To: Blankfein, Lloyd -

Subject: FW: Cactus Delivers

Covered another 1.2 billion in shorts in mortgages--aimost flat--now need to reduce risk

From: Sparks, Daniel L

Sent: Thursday, March 15, 2007 8:47 AM
To: Montag, Tom

Subject: RE: Cactus Delivers

Stanfield - he did a great job filling our ax (Tom C has really done a good job developing this guy)

From: Montag, Tom

Sent: Wednesday, March 14, 2007 7:31 PM
To: Sparks, Daniel L

Subject: RE: Cactus Delivers

What does that mean he brdught in? Who with --what did it affect etc

From: Sparks, Daniel L

Sent: Thursday, March 15, 2007 7:13 AM

To: Montag, Tom; Schwartz, Harvey; Ruzika, Richard; Cohn, Gary (EO 85830)
Ce: Gmelich, Justin; Cornacchia, Thomas

Subject: Cactus Delivers

Cactus Raazi did a fantastic job for the desk by bringing in $1.2 BB in A-rated single names today.
Cornac and Gmelich were there usual outstanding contributors.

Please recognize Cactus when you get a chance.

Permanent Subcommittee on Investigations

i / ; Vs

e

Wall Street & The Financial Crisis '
Confidential Treatment Requested by Goldm Report Footnote #1705 GS MBS-E-009632839



Footnote Exhibits - Page 3576

From: Ruzika, Richard

Sent: Thursday, March 15, 2007 7:20 AM
To: Lehman, David A.; Sparks, Daniel L
Cc: Swenson, Michael; Bimbaum, Josh
Subject: Re: ABS trading - Subprime risk

Yes exactly. Thank you David.

Sent from my BlackBerry Wireless Handheld

—_———- Original Message —-——-

From: Lehman, David A.

To: Ruzika, Richard; Sparks, Daniel L
Cc: Swenson, Michael; Birnbaum, Josh
Sent: Wed Mar 14 23:06:33 2007
Subject: ABS trading - Subprime risk

Rich -~ let us know if the below is what you wanted and if you need anything,elsé...
Subprime Risk - ABS Trading

Notional

AAA long 185mm index, short 302mm single name, net short 117mm

AA long 289mm index, short 2mm single name, net long 287mm

A short 1.572bb index, short 622mm single name, net short 2.194bb

BBB short 1.039bb index, short 1.596bb single name, net short 2.635bb
BBB- long 1.738bb index, short 1.439bb single name, net long 299mm

DvO1

ARA long 69k/bp
AA ' long 166k/bp
A short 566/bp

BBB short 592k/bp
BBB- long 188k/bp

CDO shorts

Mezz "AA" CDOs short 125mm or 67k/bp —
Mezz "A" CDOs short 1.381lbb or 642k/bp g::::::‘n?dthel"eman'em_
Mezz "BBB" CDOs short 157mm or 89k/bp ee on Investigations

Goldman, Sachs & Co.

85 Broad Street | 'New York, NY 10004
Tel: 212-902-2927 | Fax: 212-902-1691 | Mob: 917G
e-mail: david.lehman@gs.com
Goldman
Sachs

David Lehman
Fixed Income, Currency & Commodities

Disclaimer:

This material has been prepared specifically for you by the Goldman Sachs Fixed Income
Commercial Mortgage Backed Securities (CMBS) Trading Desk and is not the product of Fixed
Income Research. We are not soliciting any action based upon this material. Opinions
expressed are our present opinions only. The material is based upon public information

1

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis \ 7// ’ :/
GS MBS-E-01039710z
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which we consider reliable, but we do not represent that it is accurate or complete, and
it should not be relied upon as such. Additionally, the material is based on certain
factors and assumptions as the CMBS Trading Desk may in its absolute discretion have
considered appropriate. There can be no assurance that these factors and assumptions are
accurate or complete, that estimated returns or projections can be realized, or that
actual returns or results will not be materially different than those presented. Certain
transactions, including those involving CMBS, may give rise to substantial risk and are
not suitable for all investors. The CMBS Trading Desk may have accumulated long or short
positions in, and buy or sell, the securities that are the basis of this analysis. The
CMBS Trading Desk does not undertake any obligation to update this material.

- 0
gy
. —

Confidential Treatment Requested by Goldman Sachs ‘ GS MBS-E-01039710¢
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From: Kao, Kevin J.

Sent: Wednesday, May 23, 2007 10:16 AM

To: Birnbaum, Josh; Swenson, Michael

Cc: Turok, Michael

Subject: RMBS Subprime risk history as of 18May07

Attachments: _ Index and Single Name Position History As of 18May07.xls

Here's the updated version as of 18May07. Thanks.

Kevin

Index and Single
Name Position...

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis : <5 -
Report Footnote #1709 T o
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Notionals (ABX convention)
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Notionals Chart w ABX - 2007

Notionals (ABX convention) - Fiscal Year 2007
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index Price
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' Risk By Vintage / Index
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= Cum P&L
——06-2 BBB- Index Equiv
— (6-2 BBB- Index Price
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Notionals (ABX convention)
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From: Sparks, Daniel L

Sent: Sunday, March 04, 2007 12:02 PM
To: Gasvoda, Kevin

Subject: Re: Quick thoughts on ABX AAA risk

Good trading response and thought process We need to consider daily

————— Original Message —--—--

From: Gasvoda, Kevin

To: Sparks, Daniel L

Sent: Sun Mar 04 11:33:42 2007

Subject: Quick thoughts on ABX AAA risk .

I talked to Nichols and Clay a/b the AAA ABX short. Think it offers a good amount of
downside protection w/ relatively light pain if we're wrong. Below is a $8B ABX AAA short
#'s. It costs us $5mm/quarter to carry. On the downside, if the market rallies to par
(current spreads are in the low 20's, par is around 10) we drop $50mm. Taking it to O
spread we lose $80mm.

On the upside front, we get good jump risk. If AAA's widen to current AA levels (low
40's) we gain $70mm and if spreads move to super senior risk pricing in CDOs (75) we're up
$190mm. '

A comment on the structure too. In many cases, I'd rather own AA risk than these last
cflow AAA's that the index is comprised of. They are structurally locked out and in many
cases can get paid after the AA's return a lot of principal. As bad deal performance gets
more backloaded, the AAA last cflow gets even worse.

Net, think this is a good position to have on given downside protection and relatively
light upside pain. If we get an opportunity to buy some back early this week, think we
should but I'm thinking buy back $1-2B, not $8B. Also gives us some coverage to take
advantage of long opportunities as they present themselves. Agree that correlation btwn
index and our other assets has broken down but not hard to imagine ABX rallylng to par

being a positive sign for our ability to get securitizations done and slightly more
favorable market conditions.

position $8,000 mm's
price 99.38%

spread dur 4.50%

cur spread 23

annual cost ($18.4)
qrtrly cost ($4.6)

Mark-to-market imp spread
100.38% ($80.0) 1
Rally 100.00% ($50.0) 9
99.75% {$30.0) 15
99.00% $30.0 31 :
Sell off 98.50% $70.0 ~ 42 - BA levels currently
97.00% $190.0 76 - super snr prints in CDO

ABX AA's -trading high 30's to high 40's
ABX A’'s trading low 200's

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis ' C

Report Footnote #1716 N
GS MBS-E-010398072
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From: Ostrem, Peter L

Sent: Monday, March 05, 2007 5:41 PM

To: Pouraghabagher, Cyrus; Rosenblum, David J.
Subject: - RE: Peter and Dave - "Open Kimono" for ABX hedges

Here is our ABX hedge book:

Size Previous Mark Curr. Bid Curr. Ask Closes Chg

2/28/2007 2006-1 AAA -500,000,000.00 99.78 99.13 100.13 99.63 781,250
2/26/2007 2006-1 AAA -1,500,000,000.00 99.78 99.13 100.13 99.63 2,343,750
2/26/2007 2006-1 AAA -250,000,000.00 99.78 99.13 100.13 99.63 390,625
2/28/2007 2006-1 A -250,000,000.00 97.50 95.50 97.50 96.50 2,500,000

3/5/2007 2006-1 A -500,000,000.00 96.50 95.50 97.50 96.50 0
2/28/2007 2006-1 BBB -25,000,000.00 91.00 89.00 93.00 91.00 0
2/28/2007 2006-2 BBB -75,000,000.00 - 81.00 79.25. 1 83.25 81.25 -187,500
2/28/2007 2006-2 BBB- -50,000,000.00 71.00 69.75 73.75 71.75 -375,000
From: Pouraghabagher, Cyrus
Sent: Monday, March 05, 2007 5:32 PM
To: Ostrem, Peter L; Rosenblum, David J.
Subject: Peter and Dave - "Open Kimono" for ABX hedges

Peter and Dave,

Please see below for a summary of current ABX hedge positions across our Resi books and what we're leaning to do
over next few days (mostly looking to cover $1-2 billion of 06-2 and 06-1 AAA shorts, but also small potential buy
interest in A, BBB). Would be happy to continue to post you on our hedge axes, and likewise would appreciate you
giving us the look on any axes you may have coming up so that we might be able to accommodate in context of mid-
market levels between desks if a mutual fit. We've found liquidity to be lacking in recent weeks sven at the AAA level
given the volatility, so would appreciate the "open kimono" ABX relationship between our desks to help facilitate
liquidity, when a fit.

Let me know if you agree, and also to the extent you can tally up current position summary that could be helpful.

Thx

From: Pouraghabagher, Cyrus

Sent: Monday, March 05, 2007 9:46 AM

To: Birnbaum, Josh; Salem, Deeb

Ce: Swenson, Michael; Sparks, Daniel L; Gasvoda, Kevin; Gmelich, Justin; Rosenblum, David J.; Ostrem, Peter L; Nichols,
Matthew; DeGiacinto, Clayton; Cawthon, Michael; Pouraghabagher, Dariush; Nestor, Genevieve; Prakash, Arvin; Finck,
Greg; Pouraghabagher, Cyrus

Subject: ABX hedges for Resi businesses

Below are all our ABX hedges across our Resi Credit + Prime books. Please keep us posted on all material flows
and index buy axes in particular (with clients or internally across other groups). We'd like to opportunistically
cover some shorts, primarily in the 06-1 and 06-2 AAAs and possibly small amounts of lower rated A, BBB.

In particular, we're considering covering some ABX shorts in the following areas (not necessarily ali at T T
once/today):
Subprime: 250mm 06-1 AAA and 500-750 06-2 AAA

Hybrids: 500-1000 06-1 AAA vs possibly selling 50mm BBB- long (will most likely pair off BBB- long with other
desk shorts, however)

Initially thinking 99-area 06-2 AAA, and mid 99s 06-1, but would like your quidance on this and what's best for the

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis \ 7 ’
Report Footnote #1719 Sl
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firm. Please let us know your thoughts or market clearing levels as we are setup to provide market liquidity and
want to capitalize on this to the extent possible.

Additionally, other books in total may look to cover pieces 50-100mm across each A, BBB.

<< File: ABX_packet_out.pdf >>

AAA 0 0 0

AA (50) (50) 0 0 0 0 0 (100)
A 0 (100) 0 0 0 0 0 (100)
BBB 0 0 0 0 0 0 0 0
BBB- 0 0 0 0 0 0 0 0
AAA " (2,000) 0 (300)  (1,150) (200) 0 0 (3,650)
AA 0 (50) 0 0 0 0 0 (50)
A (150) 0 (60) (100) 0 0 0 (310)
BBB (50) 0 (50) (50) 0 0 0 (150)
BBB- (25) 0 (25) (50) 50 0 0 (50)
AAA (250) 0 0  (625) (2,300) (100) 0 (3.275
AA 0 0 0 0 0 0 0 0
A 0 (100) 0 0 0 0 0 (100)
BBB (120) (70) 0 0 0 0 0 (190)
BBB- 0 0 0 0 0 0 0 0

© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See http://www.gs com/disclaimer/email-salesandtrading.html for impartant risk
disclosure, conflicts of interest and other terms and conditions relating to this e-mail and your reliance on information contained in it. This message may contain
confidential or privileged information. If you are not the intended recipient, please advise us immediately and delete this message. See

fttp:/www.grs comvdisclaimer/email/ for further information on confidentiality and the risks of non-secure electronic communication. If you cannot access these
links, please notify us by ceply message and we will send the contents to you.

1L
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From: ’ Tourre, Fabrice

Sent: . Wednesday, February 28, 2007 8:37 PM -
To: Egol, Jonathan

Subject: RE: Hedges Status Report

Is Rosenblum back in business ?

----- Original Message-—---

From: Egol, Jonathan

Sent: Wednesday, February 28, 2007 8:35 PM
To: Tourre, Fabrice

Subject: Fw: Hedges Status Report

Love that huge AAA abx short

~----- Original Message --—---

From: Rosenblum, David J. L

To: Ostrem, Peter L; Egol, Jonathan; Lehman, David A.; Swenson, Michael; Case, Benjamin
Cc: Sparks, Daniel L :

Sent: Wed Feb 28 20:02:24 2007

Subject: Hedges Status Report

In sp cdo biz, can you now describe to me the total hedge position in:

1. AAA ABX is short 2.25bln correct? (Against retained s. seniors and altius 4) 2. AA ABX
is nothing done correct? (Against cdo warehouses generally) 3. A ABX is short 250mm
correct? (Against cdo warehouses generally) 4. BBB ABX is short 100mm correct? (Against
retained hudson mezz / cdo debt) 5. BBB- ABX is short 50mm correct? (Against retained
hudson mezz / cdo debt) 6. CDS of CDO shorts - pls describe - thought we were short 150 or
so here - this should be against CDO warehouses generally now

Pls correct / confirm

Tx
D

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis 1. e
Report Footnote #1721 lig, .
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From: Lehman, David A.
Sent: Wednesday, May 30, 2007 12:42 PM
To: Creed, Christopher J; Bieber, Matthew G.
Subject: FW: ABX hedges - Buy order
Do not fwd
From: Lehman, David A.
Sent: Wednesday, May 30, 2007 12:36 PM
To: Chin, Edwin; Salem, Deeb; Bruns, William; Kaufman, Jordan
Cc: Sparks, Daniel L; Swenson, Michael; Bimbaum, Josh; Case, Benjamin
Subject: ABX hedges - Buy order

Please work to buy the below ABX risk on a best efforts basis

We want to begin unwmdlng certain ABX hedges vs. the CDO WH and transition book

This can happen over several days, pls use appropriate discretion and ask Mike/Josh/Myself if you have any

questions

| understand the issues w/r/t to current posmons where there is overlap in shorts (i.e. 06-1 A, 06-1 AAA), we will deal
with that appropriately to the extent there is no external liquidity

ABX 06-1 ABX 66-2 ABX 07-1

AAA 1,550
AA 122
A 987
BBB

BBB- 50

Confidential Treatment Requested by Gold
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' DRAFT
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Subprime Mortgage Business
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R

®&"  Table of Contents DRAFT

1. GS Mortgage Business Overview

li. Subprime Overview

Ill. Recent Events in the Subprime Mortgage Sector
tV. Looking Forward

V. Appendix

Goldman Sachs does not provide accounting, tax, or legsl advice. Notwithstanding anything in this document to the conlrary and
except as required to enable compli with licable sscurities law, you (and each of your employees, tatives, and other
agents) may disclose to any and &ll persons the US federal income and state tax treatment and tax structure of the t ction and
all materials of any kind (including tax opmlons and other tax analyses) that are provided to you relating to such tax treatment and tax
structure, without Goldman Sachs imposing any tion of any kind.
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. GS Mortgage Business Overview

GS Mortgage Business Overview 1
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@' Mortgage Business Organizational Structure
North America Mortgages

Rich Ruzika PWD

tlortgages 1BO Real
Estate
DanSparks PMD

GS Mortgage Business Overview 2
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ldman

achs Business Unit Descriptions
Residential Mortgage Businesses

Department Description of function
Residential mortgages, ® Trading, pricing and risk management of residential mortgage loans and residual interests
including warehouse B Manage the underwriting process of our securitization business ($18bn subprime volume
lending through August 2006)
m Perform due diligence-of residential mortgage loans purchased, monitor performance of the
loans over time :

B Servicing of residential mortgage loans: collection of payments from borrowers,
management of delinquency and foreclosure processes ($10bn boarded in 2006)

| Wholesale origination of loan inventory: purchase closed loans from cofrespondents (2006
volumes - $17bn total, $6bn subprime)

| Extend lines of credit directly to residential and commercial mortgage and other asset
backed (autos, credit cards) lenders in order to fund loans (32.8bn average funding in 2006)

® Manage the structuring of the securitization in order to meet credit rating criteria and cash
flow requirements

Commercial real estate ® Aggregate and securitize commercial real estate related loans

Non-mortgage ABS B Aggregate and securitize non-mortgage assets such as credit card and auto loans
Structured Products m Secondary trading of residential and commercial mortgage and other asset backed
Trading (including secun‘ties_‘ as well as single name and index derivatives.

derivatives) m Warehousing of mortgage and other asset backed securities as well as bank loans,

securitization of these pools of assets

Other ® includes the Advisory Group, which [to come]

GS Mortgage Business Overview 3
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§d5°"l  Mortgage Business at GS DRAFT

P&L
Product / Bustness YTD 2Q 07 1Q 07 2008 2005
Residential mortgages 19 34 311 277
Warehouse Lending 6 5 24 26

Commercial real estate
Non-mortgage ABS (credit card, auto)

Structured Products Trading (including derivatives) 199 174 401 245
Other 15 30 - 88 85
TOTAL, Gross 327 359 1,028 885

Of which, the portion which relates to subprime is as follows

Product/ Business YTD 2Q 07 . 1Q07 2006 2005

Resldential mortgages {115) {61) 215 173

Warehouse Lending 1 1 . 9 8
Non-mortgage ABS (credit card, auto)
Structured Products Trading (including derivatives) 181 114 292
Other - - - -
TOTAL, Gross 67 54 516 315

GS Mortgage Business Overview 4
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Subprime Mortgage Overview
Deﬁnit'i?ms g g DRAFT

FICO Percentage of Recent  Size of Market

Mortgage Score ) Mortgage (2006 origination
Classification Range Originations volume) Description
Prime >700 72% u $2.6tr B Highest credit quality: no recent
foreclosures, definquencies or bankruptcies
Alt-A' 640-730 11% -H $400bn B Self-employed and/or non-resident
borrowers

B Limited disclosures on income and assets
of borrower )

M Agency non-conforming due to credit
issues, payment history or minimal
documentation

Subprime 605-640 17% m $600bn B Lowest credit quality: borrowers with

average to poor credit profiles, including
first time homebuyers, people who did not
previously have credit available to them

® Agency non-conforming due to credit
issues, payment history or minimal
documentation

® Percentage of stated income loans grew
significantly in the past year

! All-A category is somesmes broken out into “Prime Af-A" (FICO Score Renge 630-730) and "Al-B" (FICO Score Range 640-690).

Subprime Overview 6
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sl Subprime Mortgage Overview

How the securitization process works

DRAFT

Mortgage Origination Sale of Loan

insurance

o : :§ Companies
] 3 ficad ]
Homeowner - fortgage  fg A f i
Originator . : R
ot 2 H F

Participants:

| Homeowner: Classified as subprime based on FICO scores

B Mortgage Originator: Includes large diversified players, REITS, and small mortgage finance companies.
Origination volume is dominated by larger players, however there are many small, mono-line players with limited,
track records and very small equity bases. Many mortgages are not originated directly from homeowners but
rather through independent brokers

| Financial Institution: Firms such as GS purchase pools of loans to repackage, underwrite and sell into the asset-
backed market

m SPV: Tranches pool of mortgages into super-senior, mezzanine and subordinated pieces and sells into secondary
market

Subprime Overview 7
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GS Subprime Mortgage Business

- DRAFT

Type of Business

Market Risk

Credit Risk

Loans

Financing a
GS extends lines of credit directly lo subprime mortgage
originators to fund martgages while thay are hekd on the
companies’ balance shests,

Aggregation .
GS buys and holds subprime ioans from mortgage
originators for the purpose of securitization.

Mark to market fosses on loans during accumulation
period (if secur i are

Some loss sharing arrangements exist

Lending is done on a secured basis with e first lien on
the undertying mortgage assets and a haircut on the
vake of the loans

Counterparty risk during the extended settlement
period (typically 30-60 days)

Put option to ariginator if individual mortgages suffer
from early homeowner defaukts (EPDs) or reps and
wamanties are breached

Securitization

Securitization Underwriting ®  Mark to market gains and losses on securitized ®  Reputationa) risk 7 underwriters liabllity

GS underwrtes, structures and distributes securitiesfor ~ MStument until distribution ® Trust and/or GS has put option to originator if

ourselves and clients. individual mortgages suffer from early homegwner
defautts (EPDs) or reps and warranties are breached

CDO Underwriting ® Mark to market risk during ramp up period if deal ®  Risk shere partners

GS structures and distributes liabiiities refated to pools faliure occurs ®m  Forward commitments / pre-soid liabilties

of assets, many of which relate to subprime RMBS. * @  Mark to market risk on retained posltions

Securities Trading

Residential Mortgage Backed Securities & Mark to market gains and losses on RMBS sécurities  m  Counterparty risk on repo trensactions with RMBS

GS trades RMBS subpri rlies as 8 y over the hold period underiers

business.

Residuals ® Mark o market gains and losses on residuals over the @ Counterparty risk on repo transactions with residual

GS retains all or 8 portion of mortgage residuals from hoid period underfiers

secuntization.

Derivatives ®  Mark to market risk on long or shart positions ®  Counterparty risk to writer of option or OTC

GS fs an active user of derivalives es a part of our ’ derivatives courterpart

trading business as well as to hedge our long credit risk

(ABX, single nams, subprime RMBS and synthetic

transactions)

Equlty stakes In mortgage originators W Potential write down of investment ® None

Confidential Treatment Requested by Goldman Sachs
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DRAFT

Volumes Increase Significantly’
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€& Timeline of Major Events & GS Response DRAFT

Subprime Sector. GS Response

B Easy access to credit allows subprime borrowers to 8 GS is inherently long the sector given
purchase homes, raising the share of subprime market presence. Long position grows in
mortgages to over 20% of market 2006 with increased market activity

B ABX indices launch in January tracking the ® GS long position is further increased via
performance of specific securitization tranches ABX indices trades (counterparts are

® Investors seeking yield and broader global investor primarily hedge funds)
base drive demand for subprime securitizations | GS becomes more vigilant on EPD
B Acoustic defaults (May 2006) dentification and workout

| Credit department steps up due diligence
process on mortgage originators, creates
watch list, suspends multiple names from
further business

B Rumors of significant deterioration in underwriting
standards and some borrower fraud

B Spreads on RMBS widen as hedge funds actively
target subprime synthetics as a way to express

negative views on the sector; prior to this activity, ® Enhanced focus on independent valuation
investor and CDO demand had pushed the market 8 GS scales back purchasing of riskier loans
very high B GS reduces CDO activity
B Bank regulators issue underwriting guidance on | Residual values decline to reflect market
non-traditional mortgage products deterioration .
B Widespread mortgage originator defaults begin B GS reverses long market position through

including Sebring (Nov 06) and MLN (Jan 07)

| Bids for subprime loans falt below cost to criginate;
business is therefore no longer profitable for
originators .

purchases of single name CDS and
reductions of ABX

| GS effectively halts new purchases of sub-
prime loan pools through conservative bids

W Waréhouse lending business reduced

B EPD claims continue to increase as market
environment continues to soften

& Credit terms tightened further

B New Century closed out

W Large originators announce numerous accounting
restatements and losses for 2006 triggering equity
market sell off

W Securitization market for subprime slows

significantly, Market for securities is dislocated

Recent Events in the Subprime Morigage Sector 11
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GS Subprime Mortgage Business DRAFT
Subprime Risk .
Resldential Mortgages Warehouse Lending Struct!_xrred Products Ptatforms
rading
Current Position
Long $2.9bn subprime loans $0.2bn lcans funded $5.0bn bonds $25mm investments in
$0.4bn residuals $0.2bn bonds funded $4.9bn CDO warehouse originators
- $0.3bn index
Short $6.1B.ABX Index $1.4bn Resi Single Name
’ $8.7bn CDO Single Name
Net Short $3.6bn Flat - lines are over-' Flat Long $25mm
. collateraiized
Primary Risk(s) BASIS COUNTERPARTY CREDIT BASIS BUSINESS
LQuIDITY LiQuipity
COUNTERPARTY CREDIT'
YTD 2007 Revenues
Long $264mm Loss $1mm Gain $1.0bn Loss $
Short $14Smm Gain $- $1.2bn Gain $
Net $115mm Loss $1mm Gain $181mm Gain $

! EPD or Reps & Werranties

Confidential Treatment Requested by Goldman Sachs
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B Warehouse lending has declined substantially due to tighter credit terms and reduced originator demand; trend
continues today, with net committed amounts of $600mm and funded amounts of $388mm (down from a peak of
$4.01bn committed/$2.42bn funded)

B Whole loan purchases have declined as well driven primarily by similar considerations

W EPDs have risen reflecting continued market deterioration; current EPD claims are $1.14bn in notional terms
resulting in potential losses in the $100mm range

W Credit risk in securitization includes:
— Standard underwriting risks (need to make a market, due diligence requirements, etc.)
— Franchise / reputational risks
— Representations and warranties risks

Recent Events in the Subprime Mortgage Sector 13
Confidential Treatment Requested by Goldman Sachs GS MBS-E-002207724



Footnote Exhibits

- Page 3606

Idman
chs

CopyArea\FINANCIAL INSTITUTIONS Team Folder\Mortgage Banks\MAIN STREET\Main Street F

GS BOD_vo.doc cbaker 15 Mar 2007 20:29 14724

Credit Exposure Summary
Most Worrisome Counterparts

ion to GS BOO\Sub-prime Presentation to

Counterparty

Company Description

Recent Events

Total
Exposure'
($ mm)

New Century

Publicly traded and largest non-captive subprime
mortgage lender with $45bn in the first nine months
of 2006 originations and book equity of $2bn as of
Sept 2006. Ranked #3 by market share.

Restated 3rd quarter financial results and delayed
filing 10-K; Califomnia Attoermey-General launched
eriminal inquiry into securities trading and accounting
emors. Company has stopped ongmahng new
mortgages given funding shortfalls.

$452°

SouthStar

SouthStar is a privately helkd mortgage originator
operating Alt-A, Sub-Prime, 1/0, Option ARM and
HELOC programs. Book equity of $35.9mm as of
1Q07.

Reported 1st quarter 2007 loss of $707K on revenues
of $18.5mm. Non-sales workforce to be reduced by
20% and one operations center to be closed this
month.

$19°

Fremont

Publicly traded mortgage originator with FDIC
insured/regulated ILC subsidiary. Ranked #5 by
market share and had $1.5bn in book equity as of
Sept 2006.

Entered cease and desist order with the FDIC.
Company has said that it is exiting the subprime
mortgage business and delaying the filing of 4Q06
results.

$12.9*

Novastar

Publicly traded mortgage originator structured as a
REIT. Ranked #18 by market share and had $514mm

. in book equity as of Sept 06.

Reported 4th quarter loss of $14.4mm,

$9.7°

Accredited

Publicly traded mortgage lender structured as a
REIT. Ranked #14 in subprime mortgage
originations, Book equity of $739mm as of Dec 06.

Reported 4th quarter eaming loss of $37.8mm, filed
form 12b-25 with SEC with respect to eamings delay.

$5.9°

! Reflects EPD ciaims and warehouse loans on a potental exposure basis.

? Now Century aiso owes GS $0.1mm reiating fo MBS Extended Settlement irades settling in mid-Aprll, Total expasure number has boen reduced by $5mm held back as colisieral on whole loen brados
pilus 30.6mm excess collaters/ retainod on werehouse kne. Does nat include $25mm reserve taken losses.

3 As of /28, total exposure wes $19mm consisting of $13.2mm on $35.3mm in outstanding EPD ciaims and $5.8mm in pre-settisment risk from 8104.36mm pending settlement trades. Does not include
31 04mm reserve [aken against potential losses.
* Does not include $144,610 reserve taken against potential josses.

3 Does not include o $837,013 reserve taken against potential iosses.

° GS aiso holds fully

against

$50mm paper from 's asset backed

paper program calied Carmel Mountaln Funding Trust

Recent Events in the Subprime Mortgage Sector 14
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Market Exposure Summary DRAFT
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2Q 2006 FYE 2008 1Q 2007 Current

Mortgage Trading VaR ($mm)

8

u Mortgage Trading VaR

®u The desk started the quarter with long $6.0bn notional ABX BBB- risk and shifted the position to net short $10bn
notional by reducing the longs in ABX BBB- and i_ncreasing shorts in single name CDS

B The increase in VaR was driven by

— An increase in ABS synthetics and an increase in the net short risk in the RMBS subprime sector
B GS also has $25mm equity investments in subprime |enders[

Recent Events in the Subprime Mortgage Sector 15
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@™  Independent Price Verification

The team is highly specialized and has exiensive experience in the valuation of mortgage related products

H The investment in this team over the last several years has led to a significant reduction in the mortgage related
unverified cash inventory (Feb. 2007 unverified market vatue of $0.7 billion vs. Nov. 2004 of $9.1 billion). The
close coordination of this team and desk management has ensured market movements are reflected in pricing and
at times has lead to the remarking of certain positions

B The price verification résults for the quarter ending 2/23/07 indicate that the mortgage inventory is marked
prudently. A majority of conservativeness in the marks appropriately reflects decreased liquidity within the
subprime market

B Price verification analysis utilizes four core strategies:

1. External price comparison: prices received from third party vendors are compared against inventory positions

2. Fundamental analysis: this analysis utifizes discounted cash flow (DCF), option adjusted spread (OAS) or
securitization analysis. Observabie market data or inputs are incorporated when available and appropriate

3. Trade comparison: this utilizes a review of recent market transactions against inventory positions with simitar
coliateral and/or risk profiles and is an important determinant of market technicats or risk premium

4. Collateral analysis: two way collateral agreements are commonly utilized by market counterparts for mortgage
derivatives. These agreements call for the posting of collateral against outstanding contracts when their market
value falls. The exchange of collateral margin against derivative transactions is a strong indicator of market
levels

/| INSTITUTIONS Tearr - -1
1/ |{FoldeAMazade SaRAMA
STREET\Main Street® - 1

| ' .

Recent Events in the Subprime Mortgage Sector 16
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DRAFT

B What went right

| What went wrong

How well did our risk measures capture / reflect risk incurred

m Observations for other businesses

Looking Forward 18
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Looking Forward DRAFT

®m We believe the monc-fine subprime mortgage originators will not be able to survive current market conditions for
very long
— Those with limited capital bases will quickly go out of business
B GS strategy going forward
— Position ourselves to be flat to short
— Increased due diligence performed on purchased loans
— Collection of amounts owed by originators from buybacks
— Aggressively manage deal performance via asset management team (oversight of servicer actions)
— Hedge all purchases '
— Work through inevitable defaults with minimal operational and credit risk losses
— Conservative management of warehouse lines; review appropriate haircut levels
— Communicate with originators, servicers, investors

B GS will evaluate ongoing opportunities on a case by case basis
— Opportunistic purchases of potential loan packages / portfolios
— Potential equity investments

m GS will also protect itself agairist credit deterioration spreading to other markets by keeping limits tight, transactions
short and making full use of risk mitigants

Looking Forward 19
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@5 Impact on Originators

DRAFT

Rank Originator Status
1  Wells Fargo Home Mortgage
2- HSBC Finance Increased loan loss reserves by $1.8bn
3 New Century Financial Criminal investigation; liquidity impaired
4 Countrywide Financial
5 Fremont Investment & Loan. Exited subprime business
6 CitiMortgage
7  Ameriquest Mortgage (ACC) Citigroup providing financing with option to buy
8  Option One Mortgage (H&R Block) For sale
9  Washington Mutual
10 First Franklin Financial Corp. Acquired by Merrill Lynch
11  Residential Capital Corp. (GM) Potential write down of up to $1bn on subprime portfolio
12  BNC Mortgage/Finance America (Lehman)
13 Aegis Mortgage Corp. Scaling back operations
14  Accredited Home Lenders Delayed SEC filings
15  American General Finance (AIG)
16 Chase Home Finance
17  Ownit Mortgage Solutions Out of business
18  NovaStar Financial Loss in latest quarter, littie, if any, income forecast through 2011
19  Equifirst (Regions Financial) Acquired by Barclays Bank
20 ResMae Mortgage Corporation Acquired by Citadel ]
21 WMC(GE) Scaling back operations
2 MLN Out of business
23  Decision One (HSBC) .
24 ECC/Encore Acquired by Bear Steams
25  Fieldstone Acquired by C-BASS
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" Key Players Involved Today
Origination vs. Securitization
Top 10 Subprime Mortgage Originators Top 10 Subprime MBS Securitization Shelves
3Q08YTD ’ 3Q08YTD Market
Rank Lender Market Share - Rank . Lender Share
1 Wells Fargo Home Mortgage 13.1% 1 Morgan Stanley ABS Capital 7.5%
2 HSBC Finance 8.5% 2 SASCO (Lehman) 7.2%
3 New Century Financial 7.8% 3 CWABS 6.8%
4 Countrywide Financial . 8.0% 4 Merrill Lynch Mortgage inv 6.0%
S Fremont Investment & Loan 5.5% 5 Long Beach Securities 5.9%
6 CitiMortgage 4.8% 6  FASC (RBS GC) 5.8%
7  Ameriquest Mortgage 4.7% 7 GS Mortgage Securities 4.9%
8 Option One Mortgage 4.4% 8 Ace Securities (Deutsche) 4.1%
9  Washington Mutual 4.2% 9 Argent Securities 3.5%
10  First Frankiin Financial Corp 3.9% 10  JP Morgan Acceptance Corp 3.1%
Appendix 22
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From: Raazi, Cactus ,
Sent: Thursday, April 05, 2007 10:36 AM
To: Brad Rosenberg

Subject: Brad - please take a look at this

Brad - please take a look at this portfolio. These are all dirty ‘06 originations that we are going to trade as a block. You

are not the only client seeing this so time will be of the essence.

Save the price discussion for later - at the moment you might want to figure out whether this portfolio suits your

objectives.
- 30 Baa2 ref obs that we could offer as a package at +625bps ($15mm per name, $450mm total)

ACCR 2006-2 M8 00437NAM4
ACE 2006-HE2 M8 004421Z2D8
BSABS 2006-HE6 1M8 07388UAL4
FFML 2006-FF4 M8 362334GC2

FMIC 2006-2 M8 31659EAMO
GSAMP 2006-HE4 M8  362439AN1
HEAT 2006-4 M8 437084VY9
HEAT 2006-8 M8 43709QAP1
IXIS 2006-HE1 B2 45071KDNA1

JPMAC 2006-HE2 M8  46625SAN6
JPMAC 2006-HE3 M8  46629VANS
MABS 2006-NC1 M8  57643LNP7
~ MLMI 2006-MLN1 B2 59023AAN6
- MLMI 2006-RM4 B2 59023QAN1
MSAC 2006-WMC1 B2 61744CXV3
MSC 2006-HE1 B2 617451DZ9

NCMT 2006-1 M8 65106AAV5
NHELI 2006-WF1 M8  65536RAM8
NHEL! 2007-2 M8 65537MANG
OOMLT 2007-1 M8 68400DAP9
RAMC 2006-1 M8 759950HG6

RAMP 2006-EFC1 M8  76112BW63
RASC 2006-EMX3 M8  76113ACJ8
" SABR 2006-OP1 B2 81375WJN7
SABR 2007-NC2 B2 81378GAMO
~ SAIL 2006-BNC3 M7 86361KAM9
SAST 2006-2 B2 80556XAP2
SVHE 2006-OPT5 M8  83612CANS
WMABS 2006-HE2 M8 93934JAMB
WMABS 2006-HE3 M8 93934MAN7

From: Cornacchia, Thomas

Sent: Thursday, April 05, 2007 9:46 AM

To: Raazi, Cactus; LoBue, Lindsay; Grinstein, Veronica; Bhavsar, Avanish R
Cc: Swenson, Michael; Salem, Deeb

Subject: FW: let's sell ~200mm in Baa2 protection...

Get this done please - who is the better salespaerson??

From: Swenson, Michael
Sent: Thursday, April 05, 2007 9:42 AM

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1738
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To: Saiem, Deeb; Cormacchia; Thomas
Subject: RE: let's sell ~200mm in Baa2 protection...

Make that 500mm

From: Salem, Deeb ’

Sent: Thursday, April 05, 2007 9:35 AM

To: Comacchia, Thomas

Cc: Swenson, Michael

Subject: let's sell ~200mm in Baa2 protection...

—
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From: Swenson, Michael

Sent: Friday, May 25, 2007 12:08 PM
To: Chin, Edwin; Salem, Deeb
Subject: Re:

We should be offering sn protection down on the offer side to the street on tier one stuff

to cause maximum pain

————— Original Message ————~

From: Chin, Edwin : ;
To: Bhavsar, Avanish R

Cc: Swenson, Michael; Salem, Deeb

Sent: Fri May 25 11:41:59 2007

Subject: RE:

We can offer protection on the following mezz CDO names @ 795 as a package. Levels good

up to 10MM each.

Deal Name Tranche Rating Issuer Ref Ob Px Date

BFCGE 2006-1A A3L A BFC Genesee CDO Ltd BFCGE 2006-1A A3L Feb-06
BWIC 2006-1A Cc A Broadwick Funding Ltd BWIC 2006-1A C Apr-06
CAMBR 6A D A Camber CAMBR 6A D May-06

CRNMZ 2006-1A 5 A Cairn CRNMZ 2006-1A 5 Aug-06

CRNMZ 2006-2A o} A Cairn CRNMZ 2006-2A C Oct-06

DUKEF 2006-10A A3 A Duke Funding Ltd DUKEF 2006-10A A3 Apr-06

ETRD 2006-5A A3 A E*Trade CDO I ETRD 2006-5A A3 Aug-06

GLCR 2006-4A c A Glacier Funding CDO Ltd GLCR 2006-4A C Mar-06
HGCDO 2006-1A Cc A Hamilton Gardens CDO Ltd HGCDO 2006-1A C Sep-06
HLCDO 2006-1A Cc A Halcyon HLCDO 2006-1A C Sep-06

IXCBO 2006-2A (o} A IXIS ABS CDO 1 Ltd IXCBO 2006-2A C May-06
LRDG 2006-1A ¢} A Longridge ABS CDO Ltd LRDG 2006-1A C Sep-06
PINEM 2006-AA C A Pine Mountain PINEM 2006-AA C Oct-06

TOPG 2006-2A B A Topanga CDO Ltd TOPG 2006-2A B Nov-06
TOURM 2006-2A D A Tourmaline CDO TOURM 2006-2A D Mar-06

————— Original Message-————

From: Bhavsar, Avanish R

Sent: Friday, May 25, 2007 11:19 AM
To: Chin, Edwin

Subject: RE:

whats eta?

————— Original Message-———-

From: Chin, Edwin

Sent: Friday, May 25, 2007 10:38 AM
To: Bhavsar, Avanish R; Salem, Deeb
Cc: Swenson, Michael

Subject: RE:

Let'sbstart with these RMBS offers. 10MM each.

ABFC 2006-QPT2 M8 355
CWL 2006-15 M9 315
FHLT 2006-E M8 345
FMIC 2006-3 M8 415
GSAMP 2006-FM2 M8 465
GSAMP 2006-HES M8 375

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1742
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JPMAC 2006-FREZ M8 525

JPMAC 2006-NC2 M8 295

SAST 2006-3 B3 450

SVHE 2006-EQ2 M8 375
From: Bhavsar, Avanish R
Sent: Friday, May 25, 2007 9:36 AM
To: Salem, Deeb; Chin, Edwin
Cc: Swenson, Michael '
Subject:

We have a new equity acct Kensico, they are interested in seeing offerings on the

following :
1) CDS on CDOs late 06, early 07 mezz deals, BBB thru AA

2) Single names RMBS 2nd half '06, BBB- or BBB

They are axed to buy protection.

wsmesm = Redacted by the Permanent

Avanish R. Bhavsar

Subcommittee on Investigations

Managing Director
Capital Structure Sales
Securities Divison

Goldman, Sachs & Co.

1 New York Plaza 50th Floor | New York, NY 10004
Tel: 212 357-8405 | Cell: 917

e-mail: avanish.bhavsar@gs.com

© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See
http://www.gs.com/disclaimer/email—salesandtrading.html for important risk disclosure,
_conflicts of interest and other terms and conditions relating to this e-mail and your
reliance-on information contained in it. This message may contain confidential or
privileged information. If you are not the intended recipient, please advise us
immediately and delete this message. See http://www.gs.com/disclaimer/email/ for further
information on confidentiality and the risks of non-secure electronic communication. If
you cannot access these links, please notify us by reply message and we will send the

contents to you.

Confidential Treatment Requested by Goldman Sachs
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From: Swenson, Michael

Sent: Tuesday, May 29, 2007 11:06 AM

To: Salem, Deeb

Subject: Re: they want to think about doing this again...

We should start killing the sn shorts in the street - let's pick some high quality stuff
that guys are hoping is wider today and offer protection tight - this will have people
totally demoralized

————— Original Message ———=-

From: Salem, Deeb

To: Swenson, Michael

Sent: Tue May 29 10:41:55 2007

Subject: RE: they want to think about doing this again...

the index wont close where it is this morning in my opinion...

————— Original Message-————

From: Swenson, Michael

Sent: Tuesday, May 29, 2007 10:21 AM

To: Salem, Deeb

Subject: Re: they want to think about doing this again...

Then you need to be prepared to widen their marks we also need credit approval

————— Original Message ————-

From: Salem, Deeb

To: Bhavsar, Avanish R; Swenson, Michael

Cc: Chin, Edwin; Birnbaum, Josh

"Sent: Tue May 29 10:05:52 2007

Subject: RE: they want to think about doing this again...

indices ~125bps wider since trades 1 week ago

Ref Ob CUSIP Offer
ACE 2006-CW1 MS 00441QAP4 500
BSABS 2006-HE3 M8 07387UHZ7 650
CARR 2006-NC2 M9 14453FANS 650
GSAMP 2006-NC2 M8 362463AN1 715
IXIS 2006-HE3 B2 46602UAMO 725
JPMAC 2006-ACC1 M9 46628RAP0 625
JPMAC 2006-FRE1 M8 46626LFV7 595
JPMAC 2006-NC2 M9 46629FANO 525
LBMLT 2006-8 M8 54251UAN6 875
LBMLT 2006-WL1 M9 542514RE6 595
MSAC 2005-HE5 B3 61744CcvAl 600
RAMP 2006-NC3 M9 76112B4X5 700
SVHE 2006-OPT3 M8 83611MPS1 575
WMABS 2006-HE2 M9 93934JAN4 650

————— Original Message-————

From: Bhavsar, Avanish R

Sent: Tuesday, May 29, 2007 9:20 AM

To: Salem, Deeb; Swenson, Michael

Cc: Chin, Edwin

Subject: they want to think about doing this again...

last trade with Harbinger...

Protection Buyer: Harbinger

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1743
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Protection Seller:

ACE 2006-CW1 MS
BSABS 2006-HE3 M8
CARR 2006-NC2 MS
GSAMP 2006-NC2 M8
IXIS 2006-HE3 B2
JPMAC 2006-ACCl MS
JPMAC 2006-FRE1 M8
JPMAC 2006-NC2 M9
LBMLT 2006-8 M8
LBMLT 2006-WL1l MS
MSAC 2005-HES B3
RAMP 2006-NC3 MS
SVHE 2006-0PT3 M8
WMABS 2006-HE2 MS

Goldman Sachs
Size: $105mm total ($7.5mm x 14 re

00441QAP4
07387UHZ7
14453FAN9
362463AN1
46602UAMO
46628RAPO
46626LFV7
46629FANO
54251UANG
542514RE6
61744CVAL
76112B4X5
83611MPS1
93934JAN4

ference obs)

415bps
575bps
490bps
625bps
550bps
515bps
500bps
415bps
800bps
465bps
490bps
590bps
490bps
540bps

Canfidential Treatment Requested by Goldman Sachs
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From: Salem, Deeb

Sent: Monday, May 21, 2007 12:02 AM
To: Swenson, Michael; Chin, Edwin
Subject: A few things...pain related

1. g is going to buy back their 06-1 abx short on monday. Fund is having a bad
month and needs cash. It's only 30mm. He does not check away. I'd just go offer side on
the run for him : '

2. Guys r gonna complain about their marks (kbass already emailed me). I would talk about
the recent flow of OWICs and the levels were they have been trading as the reason we moved
marks on friday...scsf lost 6é pct based on fridays moves '

Sent from my BlackBerry Wireless Device

 wamnmm = Redacted by the Permanent
Subcommittee on Investigations

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
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From: Swenson, Michael

Sent: Monday, May 21, 2007 2:59 PM

To: Chin, Edwin; Salem, Deeb

Subiject: ~ RE: Edwin - Important - Stanfield fevels

We are ok with that they do not have much more gun powder

From: Chin, Edwin
Sent: Monday, May 21, 2007 2:56 PM
Ta: Swenson, Michael; Salem, Deeb
Subject: FW: Edwin - Important - Stanfield levels
Importance: High '
FYl
From: Raazl, Cactus
Sent: Monday, May 21, 2007 2:46 PM
To: Chin, Edwin; Bruns, William
Subject: Edwin - Important - Stanfield levels
Importance: High

Hi Edwin - | know you're very busy, but your attention to this matter is important.

Stanfield feels we are marking them tighter than' other dealers with whom they have similar protection:

In addition, 14 of the 25 names below were marked
and is creating major stress at the client, as we can

Finally, be aware that Stanfield may look for you to

up there with me and promised
attention to the marks below wi
their protection.

he is available to ad

over 100bps tighter week-on-week. That is a massive move
't see a similar move in the broader mkt.

offer protection very close to your mark. Cornacchia hs gone
dress any problems Stanfield might have. I'm hoping your

Il defuse a situation in which they think we're messing with them via our marks on

Your attention to this matter is very much appreciated.

CDS

BNCMT 2006-1 M8 / BNG06001 M8 (055682AM0)
BSABS 2006-EC1 M7 / BSHEOGE1 M7 (07387UAK?)
BSABS 2006-PC1 M7 / BSHE06P 1 M7 (07387UBD2)

CWL 2006-13 MV8 / CWHEO0613 MV8

(23242EATS6)

CWL 2008-BC2 M8 / CWHEO0SB2 M8 (22237JAN7)
GSAMP 2005-AHL M5 / GSAO5AHL MS (36242D2E2)
GSAMP 2005-HES M8 / GSAOSHES M8 (362341H36)

GSAMP 2008-HE3 M8 / GSA0BHE3 M8 (36244KANS)

JPMAC 2006-FRE1 M8 / JPACSFR1 M8 (46626LFV7)
JPMAC 2006-RM1 M8 / JPAOSAM1 M8 (46629NAPS)
JPMAC 2006-WMC1 M8 / JPAOBWMT M8 (46626LJC5)
LBMLT 2005-2 M8 / LBMLO502 M8 (542514KY9)

MABS 2005-NC2 M8 / MABS05N2 M8

(57643LMX1)

MLMI 2005-NC1 B2 / MLHEGSN1 B2 (58020URT4)

MLMI 2005-WMGC1 B2/ MLHEOSW 1 B2 (59020URAS)

MLMI 2006-RM4 B2 / MLHEOSR4 B2 (59023QAN1)

MSAC 20068-WMC1 B2/ MSABOSW 1 B2 (61744CXV3)

MSAG 2006-HE1 B2 / MSABOSH1 B2 (617451DZ9)
NHELI 2006-HE3 M8 / NMHEQGH3 M8 (65536QANS)
PCHLT 2005-3 M8 / PCH05003 M8 (71085PCY7)
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T RANMP 2006-NC3 M8 7 RFCOSNC3 M8 (76 T12B4W7) 615 525
SAIL 2006-BNC3 M7 / SAIL0BB3 M7 (86361KAMS) 615 650
SASC 2005-WMC1 M4 / SASOSWM1 M4 (86359B6K2) : 615 225
BNGMT 2007-1 M8 / BNCO7001 M8 (05569GAN6) 615 500
RASC 2008-KS2 M8 / RFC08KS2 M8 (75406BAMS) 615 425

Cactus Raazi
212.902.3943 direct

917¢R mobile

© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See hitp://www.as.com/disclaimer/email-
salesandtrading.html for important risk disclosure, conflicts of interest and other terms and conditions relating to
this e-mail and your reliance on information contained in it. This message may contain confidential or privileged
information. If you are not the intended recipient, please advise us immediately and delete this message. See
hitp://www.gs.com/disclaimer/email/ for further information on confidentiality and the risks of non-secure
electronic communication. If you cannot access these links, please notify us by reply message and we will send
the contents to you.
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From: Raazi, Cactus

Sent:  Friday, May 25, 2007 10:29 AM

To: Ryan Rolfert; Jonathan Kalikow

Subject: RE: Jon & Ryan: Our thoughts on single-A RMBS CDS

Ryan - my comments ars in navy blue below:

From: Ryan Rolfert [mailto:rrolfert@Stanfieldcp.com]

Sent: Thursday, May 24, 2007 6:17 PM

To: Raazi, Cactus; Jonathan Kalikow

Subject: RE: Jon & Ryan: Our thoughts on single-A RMBS CDS

Cactus,

When we put on the Singie A protection trade the underlying names were suppose to have a large similarity to the index.
Over the past couple of months that correlation has broken down significantly. What concerns me is trying to figure out
why this correlation broke down. The indexes ars only up a couple of points since we did the trade. Looking at the mid's
on our Single A trades we have tightened roughly 33%. By no means, when we did the trade was this portfolio suppose
to be “cherry picked". Gan you ask your strategist his thoughts on why this correlation broke down so much? Are there
are only sellers of single name single-A protection? Is no one a seller of the index? Should we sell index protection with
the thought this correlation may return and the index should rally back harder than Single-A single name protection? I'm
just trying to figure out how we can reverse some of the losses we have incurred. :

[At the time of our trade, the single-A protection we sold you did indeed have a high degree of similarity to the index. |
recall sending you summary stats related to Loan Age and Delinquencies (30, 60, 90, FLC, REO) which were virtually
identical in aggregate to the like-vintage index. | will rerun these stats - | think what you're going to see is that the
protection you own is still quite similar in aggregate composition to the index. At the time of our trade | verified with my
trading desk that the portfolios we sold you were not cherry picked. I'd like to revisit this and demonstrate that the
protection you own is seasoning similarly to the index in aggregate. After we agree that the single-name protection you
own is similar to like-vintage index in aggregatse, let's think about possibly selling index protection (buying index) against
your single-names. My desk certainly feels the spread between index and single-names is unsustainable over the long
torm. The CDO selling of single-name CDS is a technical in the mkt that has created this current situation. if mkt
conditions deteriorate, CDOs will not be able to get done, and will no longer be selling single-name protection. If mkt
conditions improve, you should see the index tighten to your single-name levels - and you will be hedged in this regard.
Let's talk further on these points with my desk - you ask good questions and | want to make sure to give you complete
answers.] '

Also, from where our BBB trade was marked last Friday around 413. Using a 25bps bid offer spread we wouid be down
to a mid of 400. This trade is tighter by 35% percent as well. Does your strategist have any thoughts on the BBB's? |
would expect we could leverage your below thoughts into that trade as well but we are open to any comments.

[Our thoughts on BBBs will be similar to those above - the tightening is also due to the CDO technical. in fact, we have
seen good buying of BBB protection from our client base at these levels - over the last week there have been several
hundred million in BBB OWICs. Both my trading desk and clients feel that ‘06 vintage single-name BBBs have tightened
far too much, regardless of where the index is. When you look at how wide the index is trading this only emphasizes the
degree to which single-name BBBs have rallied.] .

| had always thought that these trades were meant to be the start of a partnership building of future business between
Stanfield and Goldman Sachs. | know we are big boys and we did the trade there is no doubt on that. What | am
attempting to do is either cut our losses and get out or determine what | can say to keap this trade on to hopefully see
benefits by the end of the year. I've lost a lot of creditability on the desk with this trade. Maybe | was naive to trust the
pitch on the trade. It has cost me a lot. :
[This is the hardest part of this mail. The intention was very much to create a partnership, and I do feel that we would be
having a different conversation right now had single-name CDS not rallied so dramatically. | have worked with you and
your team for a long while through a variety of crises - hopefully you will keep that in mind when evaluating my (and my
firm's) motives in facilitating this trade for you. | can't do a good job giving you comfort on the ultimate outcome of RMBS
protection. But | can tell you that the tightening in single-names over the past couple of months is due to CDO selling of
single-name protection. We have not seen an improvement in the fundamental picture. We have not seen capitulation by

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis P
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______clients who have large shorts in RMBS. We have not seen any news that would suggest the situation for subprime RMBS
is improving. Today we are getting remits - early color is that prepay speeds have come in slower than expected, and that
delinquencies are spiking. Both factors point to the fact that the subprime borrower is experioncing financial distress and
cannot refinance as planned (slower prepays.) | do think the idea of selling index protection hers is something worth
talking about, but the main point | want to make is that the reasons you put on this trade (and the reasons we have the
same trade on) still exist. The investment thesis is playing out. Whether we will see total doomsday for subprime, or
whether itll be bad but not a complete disaster, is yet to be seen. But my opinion is that this is not a good time to get out
of your protection - you would be acting on a technical, not on a change in the fundamentals.]

Let me know your or GS strategist's thoughts.

[I'd like to get you the remit info as it comes out. Initial read on today's numbers shows all three indices have increases in
60+ delinquencies of over 1% relative to last month. We will be doing some analysis over the weekend. On Tuesday I'd
like to present you with my strategist's thoughts. We can also speak with my head single-name trader, Deab. We'll give
you the straight facts, our opinions, and then we will do any additional analytical work that you would like us to perform.
Hopefully we can be helpful to you as you evaluate your options at this stage.] '

Thanks,
Ryan

From: Raazi, Cactus [mailto:Cactus.Raazi@gs.com]

Sent: Thursday, May 24, 2007 4:08 PM

To: Jonathan Kalikow; Ryan Rolfert

Subject: Jon & Ryan: Our thoughts on single-A RMBS CDS

" We have seen the mkt for single-A RMBS CDS tighten meaningfully over the past couple of months - in particular over the
last month. in considering whether to buy or sell protection at the current levels, it is important to bear in mind the
following fundamentals: '

1) Thus far, delinquency patterns look to be about as bad as, but not meaningfully worse than the peak delinguencies we
saw in 2000. Some of the CDS pricing we saw in the mkt (especially in BBB-) implied a delinquency/default experience
worse than what we experienced in 2000 - certainly possible but not yet observed. That said, we are now heading into
resets on late '05 production deals. It's tough to corractly forecast the effects of the recent subprime cradit crunch on late
'05 deals, but the general consensus is that the typical subprime borrower is going to have a tough time qualifying for a’
new loan on their property absent of a meaningful equity cushion. Remits over the next six months could show an uptick
in delinquencies on late '05 originations as borrowers struggle with higher payments. .

2) Housing prices continue to deteriorate. The rally we have seen in RMBS spreads over the past weeks turns a blind eye
to the fundamental fact that home prices are deteriorating. f home prices continue to deteriorate we are going to see
higher severities as borrowers default. As an example, today's new home sales number showed a strong topline sales
number but an 11% decline in average price. A similar decline in existing home prices would be devastating for many of
the late '05 and ‘06 originated subprime deals.

3) Piease bear in mind that 06-1 single-A index (2H '05 deals) is trading at 100bps mid, and the 06-2 single-A index (1H
'06 deals) is trading at 170 mid. Your single-names are trading meaningfully tight to the index despite very similar
aggregate credit characteristics.

My strategist feels that late '05 single-A protection at 50bps doesn't have much room to tighten further absent of sharply
positive news. 2006 single-A protection at 100 could rally in the absence of bad news. Alternatively, '06 vintage protection
also has less HPA build into it than '05 production.

On a tachnical note, there has been better selling of CDS over the past few weeks from the CDO community - and few
buyers. Recently, we have seen buyers of protection emerge at these tight spread levels. In fact, some spreads are all the
way back to Fall '06 levels despite the shamp deterioration in the fundamental picture.

t can't tell you which way the mkt is going to go, but | think if you look at where single-A protection is currently trading, the
more likely direction for spreads is wider. This is particularly true of ‘05 protection given imminent resets and the very tight
spread levels. GS will have additional fundamental research on subprime mortgages as remits come in. We will keep our
analysis in front of you.

PLEASE come back to me with any questions you may have.

L
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Cactus Raazi

212.902.3943 direct

917«NEEER mobile

© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See http://www.gs.com/disclaimer/email-
salesandtrading.htm! for important risk disclosure, conflicts of interest and other terms and conditions relating to this e-
mail and your reliance on information contained in it. This message may contain confidential or privileged information. If
you are not the intended recipient, please advise us immediately and delete this message. See
http://www.gs.com/disclaimer/email/ for further information on confidentiality and the risks of non-secure electronic
communication. If you cannot access these links, please notify us by reply message and we will send the contents to you.
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From: Salem, Deeb

Sent: Thursday, May 31, 2007 12:18 PM A
To: Gaddi, Robert; Chin, Edwin; Swenson, Michael
Subiject: RE: Stark CDO CDS potential trade 5/31

you couldnt be more wrong robert

From: Gaddi, Robert

- Sent: Thursday, May 31, 2007 12:17 PM
To: . Chin, Edwin; Salem, Deeb; Swenson, Michael
Subject: Stark CDO CDS potential trade 5/31

Stark has an interest in looking at this trade; but here is an obstacle that we need to address:

They feel Goldman is very inconsistent in the single name HEL CDS marks that we provide them. We are drastically
different in marking positions versus other dealers. It is an annoyance that would potentially limit their interest in
putting on incremental CDS trades. | can name specific examples if you would like. Please advise.

Goldman, Sachs & Co.”

71 South Wacker Drive, Suite 500 Chicago, iL 60606

Tel: 312-655-4895 | Fax: 312-655-5368 )

e-mail; robert.gaddi@gs.com ‘
$soldman
Sachy

Robert S. Gaddi -

Vice President ’ .

Fixed Inceme Currency & Commodities Division

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis 3
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Valuation & Pricing Related to Transactions with AlG

In July 2007, as the housing market continued to deteriorate, financial markets began to
significantly re-price risk in U.S. mortgage products, including super senior Collateralized Debt

" Obligations (CDOs). As required by US GAAP, our policy of fair value accounting, which
recognizes the value of an asset or liability as the price at which willing buyers and sellers
transact, prompted us, as always, to mark our positions to the then prevailing market prices.
We believe our marks were accurate and reflected the value markets were placing on the
transactions. ’

Over subsequent weeks and months, we made collateral calls to AlG, and other counterparties,
consistent with the further deterioration in the market. We made those collateral calls based on
prices that reflected the deteriorating conditions in the market for the underlying collateral in
Residential Mortgage Backed Securities (RMBS) and CDOs and specific transactions in
comparable securities — transactions in which we acted as a market maker and transactions we
observed between other market participants. Goldman Sachs called for and paid (known as
“posting”) collateral consistent with the marks we used for our internal and external reporting
purposes as well as for our own collateral posting calculations.

The foundation of our approach to risk management is based upon disciplined mark-to-market
accounting. This involves the daily practice of valuing the firm's assets and liabilities to current
market levels — that is, the value one might expect to find on the open market. Without a
realistic view of our own financial position, we would not be able to pro perly assess or manage
our risk. Goldman Sachs is one of the few financial institutions in the world that carries virtually
all financial instruments held in its inventory at current market value, with any changes reflected
immediately in our risk managementfsystems.

Significant Trading Activity On Behalf of Clients Informed Pricing

Throughout 2007 and 2008, Goldm an Sachs was an active market maker in cash and credit
default swap (CDS) mortgage products. This market activity provided a strong foundation for
our marks: '

For example, from May 2007 through Nove mber 2008, our Mortgage Departm ent bought and
sold approximately:

o $85 billion notional amount of the ABX and TABX indices, representing 5,000 trades
e $17 billion principal amount of RMBS cash securities, representing 2,000 trades

e $32 billion notional amount of RMBS CDS, comprising 5,000 trades '

e $5 billion principal amount of CDO cash securities, in more than 350 trades

o $16 billion notional amount of CDO CDS, in more than 800 trades

The following graphs provide for RMBS and CDOs the total notional traded and trade counton a
monthly basis from May of 2007 through November 2008. In addition, we have provided to the
Commission the detailed list of all transactions executed during that tim e (bearing production
number GS MBS 0000039095).

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1752
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Monthly
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How We Determined Pricing

Our marké were based upon the best available m arket information at the time, including
observed trades, actionable bids or o ffers from other parties, and other market information
sourced through our franchise.

Consistent with other cash and derivative markets, it was not unusual for there to be an
absence of transactions in specific RMBS, CDO securities and derivatives. In addition, certain
securities often had only one or a limited numbers of holders. As a result, we used observed
transactions in comparable instrum ents (e.g., instruments having similar underlying collateral,
structure, and/or risk/reward profile) to help inform our valuations. '

Market information we used in connection with determining valuations extended beyond trades
executed by Goldman Sachs. We were frequently asked to bid and/or offer securities or
derivatives. Whether or not we executed a transaction, we were able to obtain additional useful
pricing information from client feedback as well as other market color. '

At times, in order to gauge the fair value of the CDO securities, we would also value the

_collateral underlying the CDO. This approach, referred to as a net ass et value (“NAV”) analysis,’
valued the underlying collateral based upon the best available market information for the
underlying RMBS and other securities at that time. A

This NAV analysis incorporated additional factors into the valuation process. For e xample:

3
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« CDO securities began to trade at a discount to NA V-implied values as market
participants penalized less liquid and complex instruments during the market
deterioration in 2007 and 2008;

o Valuations of the CDO securities reflected the allocation of NAV across the CDO’s
capital structure (e.g., senior classes vs. subordinate classes).

While a certain degree of judgment was necessary in these valuations, we were able to access
the best available market information to price these CDO securities and to ensure that our
pricing represented actual fair market values at the time.

Market Moves, Examples of C‘omgarable Transactions and Timeline

100 :
l Price Moves
90 A
02/13/08:
! . F.T00y 7 ALTS 2006-3A
80 - A SN at30 cents
70 1 g /\ \ .
. B8 N ‘ 03/28/08:
_ . X ALTS 2006-3A )
60 (d at32 cents
1017107 i
ALTS 2005-1AB 11/13-1407:
50 - at70 cents GLCR2006-4X A1
at43 cents

@
L D
E 08/07/108:

40 SMSTR 2004-1A A1

07/10/07: at 56 cents
-Rating Agencles
downgrade billions .-

30 4 “of RMBS .

20 1

10 1

Jul07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08 Feb-08 Mar-08 Apr-08 May-08 Jun08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08

e GS-AIG CDO Trades e ABX 06-1 dOUbIB-A . e ABX 06-1 triple-B

The above graph depicts Goldman Sachs’ weighted average price of the back-to-back CDO
trades (i.e., trades in which AIG sold credit protection to Goldman Sachs and Goldman Sachs
sold credit protection to another cou nterparty referencing the same security), hereafter referred
- to as the-"AlG portfolio”. These trades constituted the substantial m ajority of the CDS
transactions we undertook with AIG. AIG's CDO trades pred ominantly consisted of high-grade
(typically double-A average rating) and mezzanine (typically triple-B average rating) CDOs from
the 2003 to early 2006 vintages. Also shown are two indices referencing subprime securities
issued in the second half of 2005 -- the double-A rated and triple-B rated tranches of the ABX
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06-1 index. These indices représent ed the most liquid and observable proxy for the vintage and
ratings of the RMBS underlying the AIG CDO positions. ‘

From July of 2007 through Nove mber of 2008 there was observable market data which provided
the basis for our collateral requests to AIG.

A) July 2007:

In mid-July 2007, before our first collateral call to AlG, rating agencies downgraded
hundreds of subprime RMBS and put hundreds more securities on watch for further
downgrades. With tens of billions of dollars of subprime securities negatively impacted,
ABX and subprime RMBS prices dropped sharply and significantly over the month.

o Specifically, in July, the ABX 06-1 AA index dropped 7 points from $100 to $93,
and ABX 06-1 BBB index dropped 21 points from $86 to $65. At the time, these
were unprecedented drops and new market lows.

Over the course of July, after the subprime ratings downgrades, a number of our clients
requested that dealers bid on more than $1 billion of CDO risk. Clients wanted to sell
their risk, but frequently could not find buyers at prices they liked.

Dealers were aggressively buying CDS protection on CDOs across the vintage
spectrum. During July 2007, we observed CDS on subordinate classes from 2005 and
earlier vintage C DOs trading at 70 cents on the dollar or lower in competitive auctions.

in particular, this was the case for high grade CDOs such as ALTS 2005-1A, ALTS
2005-2A, and BUCK 2005-2A and mezzanine CDOs such as D UKEF 2005-9A, GS CSF
2005-1A, PS 2A, SCF 5A, TOPG 2005-2A and TRNTY 2005-1A. Although, of the above
CDOs, only ALTS 2005-2A CDO was specifically referenced in the AIG portfolio, the
observed transactions clearly substantiated widespread re-pricing of 2005 and earlier
vintage CDOs in the market.

in July, we traded approximately $14 billion RMBS and approxiﬁwately $1 billion CDOs
across cash securities, single name CDS, and CDS indices.

The observed significant re-pricing of CDO liabilities and the relevant market moves
necessitated the initial collateral call to AIG, as illustrated by the graph on page 4.

B) October - November 2007:

During October and Novem ber 2007, based upo n increasing delinquencies and clear
credit deterioration in underly ing subprime RMBS, rating agencies downgraded dozens
of CDO transactions with billions of dollars in outstanding securities. CDO prices
continued to fall during this period, as the f ollowing examples reflect.

Confidential Treatment GS MBS 0000039100
Requested by Goldman Sachs

v
S

A



Footnote Exhibits - Page 3633

«  On October 17", we bought at 70 cents on the dollar ALTS 2005-1A B, the double-A
rated subordinate tranche from a 2005 vintage high grade CDO. T he ALTS 2005-1A
CDO is very similar to the ALTS 2005-2A CDO on which AIG had written super senior
protection to Goldman Sachs. In particular, the two ALTS CDOs have similar type and
vintage of collateral, similar structures and the same collateral manager. The trade on
the subordinate ALTS 2005-1A B tranche at 70 clearly demonstrated that market pricing
at the time reflected a significant degree of stress for 2005 vintage high grade CDOs.
On October 30, the mark we used for the AlG collateral call on ALTS 2005-2A super
senior was 87. :

« On November 30", we owned SMSTR 2004-1A A1, the super senior class of a 2004
vintage mezzanine CDO, marked on our books at a price of 68. We viewed this
particular security as better quality and more desirable versus the mezzanine CDO
transactions in the AlG portfolio, which had a weighted average price of approximately
69 as of November 30" in the AIG collateral call. SMSTR 2004-1A A1 was ultimately
sold on May 7, 2008 at 56 cents on the dollar.

¢ From the beginning of October through the end of November 2007, the ABX 06-1 AA
index dropped 9 points from $95 to $86 and-AB X 06-1 BBB index dropped 28 points
from $61 to $33, as illustrated by the graph on page 4.

« During this period, we traded more than $13 billion RMBS and approximately $700 .
million CDOs across cash securities, single name CDS and CDS indices.

C) December 2007 - January 2008:

e Cash CDO trading activity picked up considerably in late 2007 and iﬁto early 2008. In
December 2007, we purchased almost $800 million notional of various senior and
subordinate CDO securities.

e On November 13™and 1 4" we purchased ata blended price of approximately 43 cents
on the dollar almost $67 million of GLCR 2006-4A A1, an early 2006 vintage mezzanine
CDO. This transaction was comparable to specific line items in the AIG CDO portfolio, in
particular SCF 8A A1, which was marked at 55 cents on the dollar as of November 30th.

« We observed that approximately $90 million of the super senior class from TRAIN 3A
A1, a 2003 vintage mezzanine CDO, traded at a pproximately 70 cents on the dollar.
Although this specific bond was not in AlG’s portfolio, this observation clearly
substantiated the fact that even highly seasoned super senior CDO tranches traded at a
significant discount to par value at the time.

o From the beginning of December 2007 through the end of January 2008, the ABX 06-1
AA index dropped 2 points from $86 to $84 and the AB X 06-1 BBB index dropped 4
points from $33 to $29, as illustrated by the graph on page 4.
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During this period, we traded approximately $7 billlion RMBS and approximately $1.4
billion CDOs across cash securities, single name CDS and CDS indices.

D) February-March 2008:

The RMBS and CDO markets became further stressed in February and March 2008 as
Bear Stearns nearly failed, the hedge fund Peloton Partners collapsed and other
mortgage participants experienced financial distress and investors were concerned that
a substantial amount of assets would be sold into the market.

On February 13" we facilitated a client unwind of $296 million notional credit protection
referencing the super senior tranche of ALTS 2006-3A, an early 2006 vintage high grade'

CDO, at approximately 30 cents on the dollar. This high grade CDO security was similar

to early 2006 vintage high grade CDOs on which AIG had sold Goldman Sachs credit
protection, and in particular WESTC 2006-1A which was marked at 33 on February 29",

On March 28" we purchased $38 million of the super senior class of the same ALTS
2006-3A high grade CDO at approxi mately 32 cents on the dollar from a different client.
The price of WESTC 2006-1A super senior was marked at 33 on March 28",

From the beginning of February through the end of March 2008, the ABX 06-1 AA index
dropped 13 points from $83 to $70 and ABX 06-1 BBB index dropped 11 points from $29
to $18, as illustrated by the graph on page 4.

During this period, we traded approximately $21 billion RMBS and approximately $1.4
pillion CDOs across cash securities, single name CDS and CDS indices.

CDO Valuation Discussion with AIG

Throughout the period of the collateral dispute, we continued to augment and refine tools to
provide additional analy sis for our valuations.

In particular, in January 2008, in order to have a very detailed dialogue with' AIG about our
pricing, we performed an extensive analysis on our CDO transactions with AlG.

ALTS 2005-2A A1 is a super senior tranche from a late 2005 vintage high grade CDO.
The valuation approach we used began with the underlying portfolio net asset value
(“NAV"). The underlying portfolio was 96% RMBS, comprised of alt-A (43%), subprime
(36%) and prime (15%), with the other 4% of the portfolio comprised of various other
types of asset backed securities. Almost 95% of the collateral was issued in 2005 and
had original ratings of triple-A (46%), double-A (25%) and single-A (29%). Informed by
our market making activities in RMBS, Goldman Sachs used the large amount of

' available trade information to price the underlying assets. The result of this analysis was

7
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an average price of $73 for alt-A, $67 for subprime and $87 for prime arriving at a
weighted average portfolio NAV of approximately 71 cents on the dollar.

The super senior notes com prised approximately 87.1% of the overall CDO capital
structure. Therefore, the portfolio market value was equal to approximately 81.4% of the
face amount of the super senior class (71 .0/87.1). The portfolio NAV divided by the
super senior tranche size ignores the cashflows owed as well as the value of the other
parts of the CDO capital structure, such as subordinate tranches, swap counterparties,
and other fees and expenses (collectively referred to as cashflow “leakage”). For ALTS
2005-2A A1, we estimated the leakage (using market pricing for the subordinate CDO
liabilities and the embedded fixed/floating interest rate swap) to be approximately 6% of
the super senior face amount. Deducting this 6% leakage from 81 4% resulted in a
NAV-based calculated value of 75.4 for the super senior tranche.

Goldman Sachs’ bid and offer for ALTS 2005-2A A1 was 67.5 / 77.5, further informed by
the market _supply/demand dynamic, other market pricing information, in depth portfolio
analysis and relative value tools. The mid-market price of 72.5 was used for purposes of
margining the CDS protection with AIG.

o BROD 2005-1A A1NA and A1B1 are pari passu super senior tranches from a 2005
vintage high grade CDO issued in late 2005. T he underlying portfolio was 80% RMBS,
comprised of subprime (45%), alt-A (26%), and prime (9%), with the other 20% of the
portfolio comprised mostly of CDOs. Over 90% of the collateral was issued in 2005 and
had original ratings of triple-A (25%), double-A (47%) and single-A (27%). Informed by
our market making activities in RMBS and other products, Goldman Sachs used the
large amount of available trade information to price the underlying assets. The result of
this analysis was an average price of $57 for 2005 collateral and $70 for 2004 vintage
collateral arriving at an NAV of 57 cents on the dollar.

The super senior class comprised approximately 84.0% of the overall CDO capital
structure. The leakage was estimated to be approximately 4.0% of the super senior
class face amount on this date. Therefore, the NAV-based calculated value was 64.4
(i.e., 57.5/84.0-4.0).

Incorporating the market supply/demand dynamic and other market pricing information,
our bid and offer for BROD 2005-1A A1NA and A1B1 was 55/ 65. The mid-market price
of 60 was used for purposes of margining the CDS protection with AIG.

o SCF 8A A1NV is an early 2006 vintage mezzanine super senior CDO. The underlying
portfolio was 88% RMBS, comprised mostly of subprime (73%) and ait-A (14%) with the
other 12% of the portfolio consisted mostly of CDOs and CMBS. More than 85% of the
collateral was issued in 2005 or later and had original ratings of triple-B (98%), and
single-A (2%). Informed by our market making activities in RMBS and other products,
we used the large amount of available trade information to price the underlying assets.
The result of this analysis was an average price of $43 for the RM BS, $86 for the CMBS
and $5 for the CDOs, resulting in a portfolio NAV of 41 cents on the dollar.

8
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The super senior class size was 68.1% of the overall CDO capital structure. We
estimated the leakage to be approximately 10.6% of the super senior class face amount.
Therefore, the NAV-based value was 49.4.

Incorporating the market supply/demand dynamic and other market pricing information,
our bid and offer for SCF 8A A1NV was 37.5/47.5. The mid-market price of 42.5 was
used for purposes of margining the CDS protection with AlG.

Although we did not conduct the same level of analysis as the January 2008 exercise
summarized above, throughout the course of our collateral dispute with AIG we performed
analyses of comparable transactions and actionable bids and of fers using a similar
methodology.

Conclusion

We believe that our marks on the GS-AIG trades were accurate for a number of reasons,
including:

e  As we have demonstrated, our fair value marks were based upon the best available
market information at that time because we were an active market maker in cash and
credit default swap mortgage prod ucts throughout 2007 and 2 008.

» We were willing and ready to make a two-way market. If AIG believed that our marks
‘were oo low relative to the rest of the market, it could have bought additional risk at

_ those significantly lower prices. It did not.

e We told AIG that it could offer our prices to other counter parties in an effort to find
clearing levels for the specific reference obligations if it was not interested in adding risk .

o The prices at which we marked the securities were consistent with the prices we had on
similar securities that we held in our inventory. ' :

« We used consistent prices to post collateral to clients on the other side of the AIG
transactions.

o We felt confident enough in the accuracy of our marks to pay a premium to other

financial institutions in order to hedge our uncollaterali zed credit risk to AlG.

We questioned AIG's view of the value of super senior CDO risk they insured because:

e We provided our individual marks to AlG on a daily basis, but AlG did not provide us with
its marks, despite repeated requests to do so. This was not consistent with how other
counterparties looked to resolve valuation disputes.

e AIG stated on numerous occasions in our discussions with them that they were not
actively trading in the market.

» AIG depended on third party marks but confirmed on multiple occasions that it could not
buy or sell on those prices. In other words, the marks they cited were not actionable.

 During early discussions with AIG, they stated they were looking at their positions on a
“more fundamental” basis and were accordingly not incorporating actual current market
values. '

Indeed, as AIG stated during its testimony before the FCIC, it did not have an internal pricing
system to value the securities on which they sold credit protection until December 2007.
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From:
Sent:
To:
Subject:

Swenson, Michael

Thursday, May 31, 2007 12:35 PM
Gaddi, Robert -

RE: Stark-CDO CDS potential trade 5/31

You need to manage their opinions on marks - that has been fully vetted over here

From: Gaddi, Robert

Sent: Thursday, May 31, 2007 12:34 PM

To: Swenson, Michael

Subject: RE: Stark CDO CDS potential trade 5/31

| know. Just stating that | want to team up with you guys. It is based on the simple frustration I've had with Stark They

are printing business and we can't seem to hit. Like | said yseterday:

NiMs
Reremic NIMs
Residuals
Whole loan packages
CDQ equity
Their opinions on our marks -
The list is long.
From: Swenson, Michael
Sent: Thursday, May 31, 2007 11:30 AM
To: Gaddi, Robert
Subject: RE: Stark CDO CDS potential trade 5/31

You make it sound like it is impossible - this trade is not broadly disseminated (we

can not print a lot of it and many people ask for it)

From:
Sent:
To:
Subject:

Gaddi, Robert

Thursday, May 31, 2007 12:29 PM
Swenson, Michael .

RE: Stark CDOQ CDS potential trade 5/31

| am trying to work with you guys.

From:
Sent:
To:
Subject:

ok

Swenson, Michael

Thursday, May 31, 2007 11:27 AM
Gaddi, Robert

RE: Stark CDO CDS potential trade 5/31

From:
Sent:
To:
Subject:

Gaddi, Robert

Thursday, May 31, 2007 12:26 PM
Swenson, Michael v

RE: Stark CDO CDS potential trade 5/31

OK. Fair enough. I'd like you to spearhead any call.

From: Swenson, Michael
Sent: Thursday, May 31, 2007 11:23 AM

To:

Confidential Treatment Requested by Goldm3

Gaddi, Robért; Chin, Edwin; Salem, Deeb

1

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1753

GS MBS-E-012443675

A 4
) 3



Footnote Exhibits - Page 3638
Subject: RE: Stark CDO CDS potential trade 5/31 |

Frankly we believe we are best in class and have numerous data from
controllers, collateral posting and markit data (the company not market)
that reflect upon this. This process is thoroughly reviewed by all
levels of senior management at GS.

However, they are the client and they are allowed to feel that way
Unlike other dealers we stand by our marks and are willing to transact
in the context of our marks. We are happy to address that if they wish.

We also do not mark our book wide if we are long protection and tight.if
we are short. we mark to market.

From: Gaddi, Robert

Sent: Thursday, May 31, 2007 12:17 PM

To: Chin, Edwin; Salem, Deeb; Swenson, Michael
Subject: Stark CDO CDS potential trade 5/31

Stark has an interest in looking at this trade; but here is an obstacle that we need to address:
They feel Goldman is very inconsistent in the single name HEL CDS marks that we provide
them. We are drastically different in marking positions versus other dealers. It is an
annoyance that would potentially limit their interest in putting on incremental CDS trades. |
can name specific examples if you would like. Please advise.

Goldman, Sachs & Co.

71 South Wacker Drive, Suite 500 Chicago, IL. 60606
Tel: 312-655-4895 | Fax: 312-655-5368

e-mail: robert.gaddi@gs.com

Goldman
Suchs
Robert S. Gaddi

Vice President
Fixed Income Currency & Commodities Division

«

i
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From: Swenson, Michael
Sent:

To: Lehman, David A.
Subject: Re: BSAM Post

No not really

Original Message
From: Lehman, David A.
To: Swenson,. Michael
Sent: Thu Jun 07 21:20:03 2007
Subject: Re: BSAM Post

Ur fired up tonight

Thursday, June 07, 2007 9:34 P

emee = Redacted by the Permanent

Subcommittee on Investigations

David A. Lehman
Goldman, Sachs & Co.
85 Broad Street |
Tel: 212-902-2927 | Fax:
e-mail: david.lehman@gs.com

New York, NY 10004
212-902-1691 |

Mob:

917

Original Message
From: Swenson, Michael
To: Lehman, David A.
Sent: Thu Jun 07 21:15:35 2007
Subject: Re: BSAM Post

He is done

Original Message
From: Lehman, David. A.
To: Swenson, Michael
Sent: Thu Jun 07 21:13:37 2007
Subject: Re: BSAM Post

I disagree on this one

Let's talk tomorrow

David A. Lehman
Goldman, Sachs & Co.
85 Broad Street |
Tel: 212-902-2927 | Fax:
e-mail: david.lehman@gs.com

New York, NY 10004
212-902-1681 |

91 7¢I

Mob:

‘ Confidential Treatment Requeéted by Goldman

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1754

GS MBS-E-011184213

L

E .
S -



Footnote Exhibits - Page 3640

;;;r_n— gf,;g;gil I\Iﬁ z;:gi ————— : w=um = Redacted by the Permanent
. ] . S
From: Swenson, Mione Subcommittee on Investigations

Sent: Thu Jun 07 21:11:47 2007
Subject: Re: BSAM Post

A lot

————— Original Message ~——--
From: Lehman, David A.

To: Swenson, Michael

Sent: Thu Jun 07 21:10:35 2007
Subject: Re: BSAM Post

How much do u want to mark him by?

David A. Lehman

Goldman, Sachs & Co.

85 Broad Street | New York, NY 10004

Tel: 212-902-2927 | Fax: 212-902-1691 | Mob: 917 - N
e-mail: david.lehman@gs.com

————— Original Message ——---
From: Swenson, Michael

To: Lehman, David A.

Sent: Thu Jun 07 21:09:43 2007
Subject: Re: BSAM Post

We need to mark him he is the biggest elephant by far and it has an impact on the mSarket
————— Original Message ---—-—

From: Lehman, David A.

To: Swenson, Michael

Sent: Thu Jun 07 21:07:36 2007

Subject: Re: BSAM Post

Told Egol I'm comfortable w/ the prices, especially when u include the 5 pt HC

Don't think marling him down 1 or 2 pts makes sense or sends the right message

I wud run it by Dan and get his take

He already took the riskiest tranche off the line and we just have the 60-80 and 80-90
tranche

If Sparks feels like u and Egol I wud go for it, but my oplnlon is that the Firm is
appropriatley protected w/ current HC and mark

David A. Lehman
Goldman, Sachs & Co.

Confidential Treatment Requested by Goldman Sachs ' : GS MBS-E-011184214
Va7

e



Footnote Exhibits - Page 3641

85 Broad Street | New York, NY 10004
Tel: 212-902-2927 | Fax: 212-902-1691 | Mob: 917-NNEEE
e-mail: david.lehman@gs.com

————— Original Message ---—--
From: Swenson, Michael amnen = Redacted by the Permanent
To: Lehman, David A. Subcommittee on Investigations
Sent: Thu Jun 07 20:59:12 2007
Subject: Fw: BSAM Post

I am on the same pageas egol we nEed to mark hinm

————— Original Message ————-

From: Mullen, Donald

To: Swenson, Michael; Lehman, David A.
Sent: Thu Jun 07 20:52:43 2007
Subject: Fw: BSAM Post

Fyi

————— Original Message -----

From: Ouderkirk, Gerald

To: Mullen, Donald; Roberts, William; Brafman, Lester R
Cc: Davilman, Andrew

Sent: Thu Jun 07 17:44:11 2007

Subject: BSAM Post

Got an incoming from BSAM today via Davilman. It sounds like given the noise around his
fund and the requests for redemptions, he would be open to entertaining bids on select
positions in his portfolio. He sent over a list of holdings in his two funds: High Grade
Structured Credit Strategies & High Grade Structured Credit Strategies Enhanced Leverage.
The 'Structured Credit' portion of these fund names is a bit of a misnomer given they

contain almost entirely ABS CDO positions. A brief look at the credit positions in these
two funds indicate that they are below average at best; lots of Highland, some Mariner,
hardly any super senior and quite a few middle market exposures. In total these two

portfolios add up to roughly 17bil in total exposure after leverage. It goes without
saying that if this portfolio were to be released into the market the implications would
be pretty severe. While we think that this is a very low probability given he has been

~ granted a freeze on redemptions, it is clear that about 30% of his investors want out.
His plan is to commence a controlled sell-down to lower leverage and cash people out
slowly. He feels given his redemption freeze, he will not be a forced seller. We are
going to try to show a handful of bids in on his CLO line items to test willingness to.
sell and curry some good favor. We should know a lot more once we see his response to our
bids. Will keep you all posted.
-Jerry

Jerry Ouderkirk

Goldman, Sachs & Co.

Secondary CDO & Cat Bond Trading
One New York Plaza, 50th Floor
New York, NY 10004

Tel: -(212) 902-8140
Fax: (212) 428-3341

DISCLAIMER
© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See
http://www.gs.com/disclaimer/email-salesandtrading.html for important risk disclosure,
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From: Chin, Edwin

Sent: Thursday, June 07, 2007 9:48 AM
To: Swenson, Michael; Salem, Deeb
Subject: RE:

T had drinks with PK at ellington yesterday and he is looking to add at least about $500MM
of BBB risk in the near term. I mentioned there was a hedge fund on the side and he was
very axed to do something. He is also axed to sell protecton on dicey single-A names.

————— Original Message-——--—

From: Swenson, Michael

Sent: Thursday, June 07, 2007 9:34 AM
To: Salem, Deeb; Chin, Edwin

Subject: RE:

We need to be careful

————— Original Message-——--

From: Salem, Deeb

Sent: Thursday, June 07, 2007 9:30 AM
To: Swenson, Michael; Chin, Edwin
Subject: Re:

should we also send an email to select sales people in the mtg salesforce saying that we r
looking to buy a block of single name protection vs a cdo OUT OF COMP? Its a no lose
situation...either we get some sn protection that we want or we gave these guys a chance
and nobody can say we aren't working with them

Sent from my BlackBerry Wireless Device

————— Original Message --———-
From: Swenson, Michael

To: Salem, Deeb; Chin, Edwin
Sent: Thu Jun 07 09:05:43 2007
Subiject: RE: :

Great idea

————— Original Message—--—-

From: Salem, Deeb

Sent: Thursday, June 07, 2007 9:04 AM
To: Swenson, Michael; Chin, Edwin
Subject: -

We need to go to magnetar and see if we can buy a bunch of the cdo protection. Nice thing
about it is that they have low cpn trades that we can step into.

Can tell them we have a protection buyer, who is looking to get into this trade now that
spreads have tightened back in

Sent from my BlackBerry Wireless Device

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis

Report Footnote #1755
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From: Swenson, Michael

Sent: Friday, June 08, 2007 11:09 AM

To: Case, Benjamin; Chin, Edwin; Salem, Deeb
Subject: RE: CDO CDS protection offers

Want to slow down on cdo protection offers

From: Case, Bénjamin

Sent: Waednesday, June 06, 2007 6:14 PM

To: Chin, Edwin; Salem, Deeb; Swenson, Michael
Subject: CDO CDS protection offers

Here's what 'm thinking for offers for protection for Fortis (who said they want to buy protection on names like Cairn
Mezz, Sherwood, and Glacier in the 700-800 range) and Pardus (new to the CDO market and likes the idea of seeing
a slice of protect_ion from our book as a package) -- you guys ok with this?

25 names, 5mm a name, offer protection as a package at +750. Can kick out up to 3 names if theyAwant and keép
the same level on the package. v

TOPG 2006-2A B

BFCGE 2006-1A A3L

CRNMZ 2006-2A C

SHERW 2005-2A C

IXCBO 2006-2A C

MNPT 2006-2A A4

CAMBR6A D

PINEM 2006-AA C

DUKEF 2006-10A A3

TOURM 2006-2A D

GEMST 2005-3A C

CRNMZ 2006-1A 5

BFCSL 2006-1AD

TOPG 2005-1A B

GSCSF 2006-1A B

DUKEF 2005-9A A3V ‘
HGCDO 2006-1AC .
SHERW 2006-3A A3 (this name only for Fortis since they specifically asked for it, not for others)
-‘ALPHA 2007-1A 5

FTDRB 2005-1A A3L

RIVER 2005-1A C

LHILL 2006-1A A3

BARM 2006-1A C

GLCR 2006-4A C

BWIC 2006-1A C

Permanent Subcommittee on Investigations

: Wall Street & The Financial Crisis
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From: Swenson, Michael
Sent: Sunday, June 10, 2007 3:56 PM
To: Salem, Deeb; Bhavsar, Avanish R; Chin, Edwin

Subject: Re: CDS on CDOs

Really don't want to offer any

—-—-- Original Message -----
" From: Salem, Deeb
To: Bhavsar, Avanish R; Chin, Edwin; Swenson, Michael
Sent: Sun Jun 10 13:21:03 2007
Subject: Re: CDS on CDOs

Not sure if we have any to offer any more. Let's discuss monday

Sent from my BlackBerry Wireless Device

————— Original Message —---—-
From: Bhavsar, Avanish R

To: Salem, Deeb; Chin, Edwin
Sent: Sun Jun 10 12:07:08 2007
Subject: Fw: CDS on CDOs

Can I get levels gor chad thx

————— Original Message —-----

From: C. Klinghoffer <cklinghoffer@glenviewcapital.com>
To: Bhavsar, Avanish R

Sent: Sun Jun 10 12:05:58 2007

Subject: Re: CDS on CDOs

<<Glenview_DiscIaimer.txt>>
K thanks .

————— Original Message —-=--—-— )

From: Bhavsar, Avanish R <avanish.bhavsar@gs.com>
To: C. Klinghoffer

Sent: Sun Jun 10 12:02:51 2007

Subject: Re: CDS on CDOs

I can get mon, range 6-900 roughly

————— Original Message —-—--—--

From: C. Klinghoffer <cklinghoffer@glenviewcapital.com>
To: Bhavsar, Avanish R

Sent: Sat Jun 09 18:59:08 2007

Subject: RE: CDS on CDOs

hey av, what levels are these at?

From: Bhavsar, Avanish R [mailto:avanish.bhavsar@gs.com]
Sent: Thursday, June 07, 2007 3:10 EM

‘To: C. Klinghoffer

‘Subject: CDS on CDOs

Deal Name Tranche Rating
1
Permanent Subcommittee on Investigatiohs
. Wall Street & The Financial Crisis
Confidential Treatment Requested by Goldman Report Footnote #1760 GS MBS-E-012551460
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BFCGE 2006-1A
BWIC 2006-1A
CAMBR 6A

CBCL 15A

CBCL 16A
CRNMZ 2006-1A
CRNMZ 2006-2A
‘DUKEF 2006-10A
ETRD 2006-5A
GEMST 2005-3A
GLCR 2006-4A
HGCDO 2006-1A
HLCDO 2006-1A
ICM 2005-2A
IXCBO 2006-2A
LRDG 2006-1A
PINEM 2006-AA
RIVER 2005-1A
'SHERW 2005-2A
SMSTR 2005-1A
TOPG 2006-2A
TOURM 2006-2A

w
[l

avwaQoap

%

gwwaoaoooaoQaan

- emmusm = Redacted by the Permanent

ALPHA 2007-1A Subcommittee on Investigations

ACCDO 10A
CAMBR 5A

CBCL 15A
DUKEF 2006-12A
SHERW 2005-2A
TOURM 2005-1A
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Avanish R. Bhavsar
Managing Director .
Capital Structure Sales
Securities Divison

Goldman, Sachs & Co.

1 New York Plaza 50th Floor | New York, NY 10004
Tel: 212 357-8405 | Cell: 917

e-mail: avanish.bhavsar@gs.com

©® Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See
http://www,gs.com/disclaimer/email-salesandtrading.html _
<http://www.gs.com/disclaimer/email-salesandtrading.html> for important risk disclosure,
conflicts of interest and other terms and conditions relating to this e-mail and your
reliance on information contained in it. This message may contain confidential or
privileged information. If you are not the intended recipient, please advise us
immediately and delete this message. See http://www.gs.com/disclaimer/email/
<http://www.gs.com/disclaimer/email/> for further information on confidentiality and the
risks of non-secure electronic communication. If you cannot access these links, please
notify us by reply message and we will send the contents to you.

Confidential Treatment Requested by Goldman Sachs : GS MBS-E-012551461
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From: : Salem, Deeb _
Sent: Wednesday, June 13, 2007 9:59 AM
To: Case, Benjamin; Chin, Edwin; Swenson, Michael
Subiject: RE: CDO protection
too late!
From: Case, Benjamin
Sent: Wednesday, June 13, 2007 9:58 AM
To: Chin, Edwin; Salem, Deeb; Swenson, Michael
Subject: FW: CDO protection
From: Cagnassola, Michael
Sent: Wednesday, June 13, 2007 9:50 AM
To:" Case, Benjamin
Cc: Hancock, Samue!; Cagnassola, Michael
Subject: CDQ protection
Dwight is looking to buy protection on cdos
AA or A tranche
>5% seconds
High itv

Michael A. Cagnassola
Goldman Sachs & Co
Mortgage Sales
212-902-4570

800-242-4796

212-902-0686 Fax
michael.cagnassola@gs.com

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1762

Confidential Treatment Requested by Gold GS MBS-E-012445931
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From: Babikian, Aram

Sent:  Tuesday, June 12, 2007 6:06 PM

To: Salem, Deeb; Davilman, Andrew; Swenson, Michael; ficc-abs-desk; Nehushtan, Liran

Cc: ficc-valuations-ny; Fan, Ronald; Lin, Jennifer C. (NY); Fredman, Sheara; Fortunato, Salvatore
Subject: RE: Please advise- Client challenging marks

GC'ing controllers

This message may contain information that is confidential or privileged. If you are not the intended recipient, please advise the sender immediately and delete this
message. See hitp://www.gs.com/disclaimer/emait for further information on confidentiality and the risks inherent in electronic communication.

From: Salem, Deeb

Sent: Tuesday, June 12, 2007 6:05 PM

To: Babikian, Aram; Davilman, Andrew; Swenson, Michael; ficc-abs-desk; Nehushtan, Liran
Cc: ficc-valuations-ny; Fan, Ronald; Lin, Jennifer C. (NY)

Subject: RE: Please advise- Client challenging marks

marks should come thru in the reports being generated tonight

From: Babikian, Aram

Sent: Tuesday, June 12, 2007 6:04 PM

To: Davilman, Andrew; Swenson, Michael; ficc-abs-desk; Nehushtan, Liran
Cc: ficc-valuations-ny; Fan, Ronald; Lin, Jennifer C. (NY)

Subject: RE: Please advise- Client challenging marks

Michaael,
Has the system been updated with the new marks?

Regards,
Aram

This message may contain information that is confidential or privileged. [f you are not the intended recipient, please advise the sender
immediately and delete this i ge. See htip://www.qs.com/disclaimer/emai for further information on confidentiality and the risks inherent in
electronic communication.

From: Davilman, Andrew

Sent: Tuesday, June 12, 2007 12:39 PM v

To: Babikian, Aram; Swenson, Michael; ficc-abs-desk; Nehushtan, Liran
Cc: ficc-valuations-ny; Fan, Ronald; Lin, Jennifer C. (NY)

Subject: RE: Please advise- Client challenging marks

will these updated marks go out to the client?

From: Babikian, Aram
Sent: Monday, June 11, 2007 3:06 PM

To: Swenson, Michael; ficc-abs-desk; Davilman, Andrew
Cc: ficc-valuations-ny; Fan, Ronaid; Lin, Jennifer C. (NY)
Subject: RE: Pleace advice- Client challenaina marks:.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis

Report Footnote #1763

GS MBS-E-018947548
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Michael,
" Thank you very much.
—~CC'ing compliance--

Jennifer,

Footnote Exhibits - Page 3648

Please be advised that GS needs to change their marks on the below trades due to a price

disagreement.

Trading has agreed to change below marks in yaliow.

Please approvs.

GS Reference # [Product Type

B/S |Credit Market/Ref Ob

CUSIP Cur

Mtg Default

FHLT 2005-1 M8 / FRHEG501

SDBo81728144 oo D Buy |14 a5720PJK7|USD
SDB981024636.1 Mjfagefa”" Buy m‘aT 2005-BM10/ FRHEOSB ly5709pKEalusD
Mig Defaul MABS 2005-NC2 M9 / j
SDB981644490.0 Juro ° Buy ass 200G 57643LMYSlUSD
Mig Defaul MABS 2006-NG1 M9/
DBYB1644493.1 [t Buy [\ Domes M 57643LNQ5USD

New marks per GS trading desk:

FHLT 05-1 M9 +547
FHLT 05-B M10 +747
MABS 05-NC2 M9  +565

‘will change to +750
will change to +950
on 5/17 this traded at +480

480 as it was unchanged after 5/17

MABS 06-NC1 M9 +1001

cover - mark will be 1150 since it was unchanged.

Thank you very much.

Regards,
Aram

Confidential Treatment Requested by Goldman Sachs

-~ mark will be

offered at +1150 on 5/30 we did not trade or

FHLT 05-1 MS +547
FHLT 05-B M10 +747

From: Swenson, Michael
Sent: Monday, June 11, 2007 2:14 PM

To: Swenson, Michael; Babikian, Aram; ficc-abs-desk;
Davilman, Andrew
Cc: ficc-valuations-ny
Subject: RE: Piease advise- Client challenging marks

will change to +750
will change to +950

GS MBS-E-018947549
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Sent: Monday, June 11, 2007 1:04 PM

To: Babikian, Aram; ficc-abs-desk; Daviman, Andrew
Cec: ficc-valuations-ny ’
Subject: RE: Please advise- Client challenging marks

FHLT 05-1 M9 +547 we will be
back to you

FHLT 05-B M10 +747 we will be
back to you

MABS 05-NC2 M9 . +565  on 5/17 this

traded at +480
MABS 06-NC1 M9 +1001 offered at
+1150 on 5/30 we did not trade or cover

From: Babikian, Aram
Sent: Monday, June 11, 2007 12:51 PM
To: ficc-abs-desk
Cc: ficc-valuations-ny
_Subject: Please advise- Client challenging
marks

GS Reference # |Product Type [B/S |Credit !

SDB981728144 'g"\;lgagefa”" Buy [, 2
SDB981024636.1 "\S"fagefa”“ Buy [T 2!
SDB981644490.0 "S"\}fagefa“" Buy MaBar
SDBYS1644493.1 "S";?agefa”” Buy imgggl

Team,

We show the above marks for COB
-31MAY2007. The client has comeback to

us and has challenged the marks. Do you

stand by the above or is the system incorrect?

Thank you.

Regards,
Aram

This message may contain information that is confidential or
privileged. If you are not the intended recipient, please advise
the sender immediately and delete this message. See

http /www.gs.comvdisclaimer/email for further information on
confidentiality and the risks inherent in electronic
communication.

Confidential Treatment Requested by Goldman Sachs ' ‘ GS MBS-E-018947550
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From: Swenson, Michael

Sent: Tuesday, June 12, 2007 12:26 PM
To: Salem, Deeb

Subject: FW:CDS

I tild him 4:15 be ready

From: Mazumdar, Sanjay

Sent: Tuesday, June 12, 2007 12:10 PM
To: Swenson, Michael

Cc: Fortunato, Salvatore

Subject: cbs

Mike-

Given recent gyrations in the ABX and CDS markets when can [ come by to discuss how you are marking the book
tonight.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1764

Confidential Treatment Requested by Goldma GS MBS-E-012445404
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Footnote Exhibits - Page 3651

From: Swenson, Michael

Sent: Tuesday, June 19, 2007 6:26 PM

To: Fortunato, Salvatore

Subiject: Re: A3 subprime bonds in transition account

Tier 4 bonds talk with deeb

————— Original Message --———

From: Fortunato, Salvatore

To: Swenson, Michael

Sent: Tue Jun 19 18:20:06 2007

Subject: RE: A3 subprime bonds in transition account

' Mike,

These levels look quite wide. Do you have any specific market color that points in this

direction?
From: Swenson, Michael
Sent: Tuesday, June 19, 2007 6:02 PM
To: Fortunato, Salvatore; Fredman, Sheara
Cc: Swenson, Michael; Lehman, David A.
Subject: A3 subprime bonds in transition account
fyi

<< File: Bookl.xls >>

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis

Report Footnote #1765
eport Footnote GS MBS-E-012458169
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Footnote Exhibits - Page 3652

From: Egol, Jonathan

Sent: ' Friday, June 08, 2007 3:46 PM

To: Sparks, Daniel L

Ce: Swenson, Michael; Lehman, David A.; Brafman, Lester R; Egol, Jonathan
Subject: BSAM mark recap

We lowered the marks on 4 bonds down 2 pts each:

TWOLF 071 A1B 98 (from 100), BSAM has $200mm

TWOLF 071 A1C 95 (from 97), BSAM has $100mm

OCTANS 062 A3A 90 (from 92) -- not sold to them by GS but moved $40mm onto our line
ABACUS 06HG1A AMSS 85 (from 87), BSAM has $135mm

| tatked to Saunders re: rationale for these mark changes, can post you live if there are any questions.

Goldman, Sachs & Co.

. 85 Broad Street | New York, NY 10004
tel: +1 212 357 3349 | mobile: +1 917 GUNEEEND| fax: +1 212 428 1247
e-mail: jonathan.egol@gs.com

= = Redacted by the Permanent
Jonathan M. Egol ‘ : B Subcommittee on Investigations
Structured Products Trading ’

© Copyright 2007 The Goldman Sachs Group, inc. All rights reserved.

‘See http:/iwww gs com/disclaimerfemail-salesandtrading.htmi for important risk disclosure, conflicts of interest and other terms and conditions relating to
this e-mail and your reliance on information contained in it. This message may contain confidential or privileged information. if you are not the intended
recipient, please advise us immediately and delete this message. See hiip:/vwww.gs.com/disclaimer/emaill for further information on confidentiality and the
risks of non-secure electronic communication. If you cannot access these links, please nofify us by reply mesSage and we will send the contents fo you.

This material has been prepared specifically for you by the Fixed income Trading Department and is not the product of Fixed Income Research. We are not
soliciting any action based upon this material. Opinions expressed are our present opinions only. The material is based upon information which we consider
reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. Certain transactions, including those involving
futures, options and high yield securities, give rise fo substantial risk and are not suitable for ali investors. We, or persons involved in the preparation or
issuance of this material, may from time to time, have long or short positions in, and buy or sell, the securities, futures, options or other instruments and
investments identical with or related to those mentioned herein. Goldman Sachs does not provide accounting, tax or legal advice; such matters should be
discussed with your advisors and or counsel. In addition, we mutually agree that, subject to applicable law, you may disclose any and all aspects of this
material that are necessary to support any U.S. federal income tax benefits, without Goldman Sachs imposing any limitation of any kind. This material has
been issued by Goldman, Sachs & Co. and has been approved by Goldman Sachs International, which is regulated by The Financial Services Authority, in
connection with its distribution in the United Kingdom and by Goldman Sachs Canada in connection with its distribution in Canada. Further information on
any of the securities, futures or options mentioned in this material may be obtained upon request and for this purpose persons in italy should contact
Goldman Sachs S.I.M. S.p.A. in Milan, or at its London branch office at 133 Fleet Street.

This material does not evidence or memorialize any agreement or legally binding commitment between any parties and does not constitute a contract or

commitment to provide any financing or underwriting. Any financing or underwriting is subject in all respects to intemal credit approval at Goldman Sachs,
and is subject to, among other things, the completion of documentation in form and substance satisfactory to Goldman Sachs.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1770

Confidential Treatment Requested by Gol GS MBS-E-001920339
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Footnote Exhibits - Page 3653

From: Egol, Jonathan

Sent: Thursday, June 07, 2007 11:00 AM
To: Sparks, Daniel L

Subject: FW:

Attachments: Book12.xls

GS exposure to BSAM as of today. ABACUS mark corrected to 87 handle.

From: Malloy, Breanne

Sent: Thursday, June 07, 2007 11:00 AM

To: Tourre, Fabrice; Egol, Jonathan; Case, Benjamin
Cc: . Davilman, Andrew

Subject:

Book12.xls

1

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1770

Confidential Treatment Requested by Gold GS MBS-E-00337559:
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Footnote Exhibits - Page 3654

From: Williams, Geoffrey

Sent: Tuesday, June 12, 2007 6:39 AM
To: Sparks, Daniel L

Subject: " Re: BSAM Exposure Summary

Marks for everything but the correlation positions are taken from work egol did last
thurs. Correlation marks are as of friday's cob.

——— Original Message -----

From: Sparks, Daniel L

To: Williams, Geoffrey

Sent: Mon Jun 11 22:51:22 2007
Subject: RE: BSAM Exposure Summary

Marks look stale

From: Williams, Geoffrey

Sent: Monday, June 11, 2007 10:20 PM

To: Sparks, Daniel L

Cc: Swenson, Michael; Birnbaum, Josh; Lehman, David A.; Salem, Deeb; Egol,
Jonathan; Kaufman, Jordan

Subject: BSAM Exposure Summary

Dan -- the attached spreadsheet summarizes all non-corporate cash/synthetic

positions that BSAM's two high grade funds currently have on with GS either directly or
through the repo desk. The spreadsheet also includes a separate tab which details each of
the 225 individual positions (of which 86 are corporate related). Let us know if you have
any questions or would like to see any additional analysis.

<< File: BSAM Exposure 20070611l.xls >>

Goldman, Sachs & Co.

85 Broad Street | New York, NY 10004

Tel: (212) 357-0818 | Fax: (212) 493-9565
e-mail: geoffrey.williams@gs.com

Goldman
Sachs
Geoff Williams
Structured Products Trading

© Copyright 2007 The Goldman Sachs Group, Inc. All rights reserved. See
http://www.gs.com/disclaimer/email-salesandtrading.html for important risk disclosure,
conflicts of interest and other terms and conditions relating to this e-mail and your
reliance on information contained in it. This message may contain confidential or
privileged information. If you are not the intended recipient, please advise us
immediately and delete this message. 3ee http://www.gs.com/disclaimer/email/ for further
information on confidentiality and the risks of non-secure electronic communication. If

you cannot access these links, please notify us by reply message and we will send the
contents to you.

1

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis

Confidential Treatment Requested by Gold Report Footnote #1770 GS MBS-E-010798675
/'/ ) -~

RN -



Footnote Exhibits - Page 3655

From: ) Young, Greg

Sent: Tuesday, June 12, 2007 7:08 PM
To: Broderick, Craig

Subject: BSAM Bullet Points

BSAM Bullet Points

Last week, GS learned that BSAM High Grade Structured Credit Strategies Enhanced Leverage Master Fund suspended
redemptions at the end of February. The redemption requests at that time totaled $250mm.

The fund strategy is essentially a ‘carry book, trading primarily AAA and AA CDOs.

GS positions with the fund include mainly repo and CDS. We have 6-month committed financing with the fund via our
Repos (a large part of the book). We committed to the 6-month financing b/c the deals financed were Goldman deals.

The fund is primarily long CDOs via repo ($330mm of $425mm)
The fund is somewhat short CDOs via the CDS book ($194mm of $1,089mm) -

GS has similar positions with the High Grade Structured Credit Strategies Master Fund.

BSAM is currently in the process of restating their performance figures for April, from down 5% to down 10%. This was
due to many dealers changing the way they are marking their Repo positions. They said performance rebounded in May,
being up 1.75%, so YTD performance should be roughly -14% as the end of May.

The GS Repo desk re-marked positions on Thufsday. Collateral calls of $13mm were sent and paid that afternoon.
BSAM also met calls on Friday.

On Monday, calls of $6.8 mm were issued to the Enhanced Fund.. $2.4mm of this was not met. The portion not met was
associated primarily with the remarking of two CDOs (Abacus and "Octan” - not sure of the spelling on the second)

In conversations on Monday with the PM, Ralph Cioffi, GS learned the following

The fund had approximately $36mm of cash and $66mm of liquid securities.

The fund had over $60mm of calls on Monday, but that the majority of the calls had been extended _

The fund hoped to organize a meeting of its 17 or so repo dealers to arrange a period of forbearance for 8 weeks
while it liquidated assets

The fund hoped to raise an incremental $200mm through liquidations

BSAM reported NAV of $391mm, Total balance sheet assets of $6.3 Bn

An additional call of $1mm was issued on Tuesday morning, for a total call of $3.45 for Enhanced (and also total $2.3mm
for Master)

The fund met the call in full at approximately 5:00 pm on Tuesday evening.

On Tuesday, GS discovered an incremental $4.7mm in collateral relating to CDS that should be calied from the
Enhanced fund (and an incremental $2.9mm from Master Fund). This amount will be incorporated into Wednesday
morning's call. The incremental margin call should be less than this amount because before giving effect to this change,
GS was holding excess collateral. :

For both repo and CDS business, GS is currently fully collateralized. Open collateral calls are related to replenishing the
maintenance margin. In all cases; initial margin / haircut exceeds the margin calls.

Settlement fails: both funds did fail to pay yesterday on a number of CD trades which is quite unusual (12 fails opened
yesterday for two counterparties who have a total of 30 outstanding for CDs). They do have until 5:45 today to send
payments. As of 5 pm, Treasury has not received anything. No fails are currently outstanding for other product areas or
regions. Amounts are approximately $110,000 for the Enhanced fund and $45,000 for the Master Fund.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1770

GS MBS-E-009967117
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Footnote Exhibits - Page 3656

BSAM is implementing a voluntary liquidation of [Warehouse facility? Still checking with Davilman]. BSAM believes it
will free up $135-140mm of liquidity they had posted as haircut. Bids are due Thursday 10am. Settiement will be either
T+3 or T+4. They need to work the settlement date out with Dresdner. They will sell bonds before Thursday if their

reserves are met.

Confidential Treatment Requested by Goldman Sachs GS MB/S-E-0099671 18
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From: Lehman, David A.
Sent: ' Monday, June 25, 2007 7:37 AM
To: Sparks, Daniel L.
Subject: FW: BSAM Repo Summary
He loves ii
From: Montag, Tom :
Sent: Monday, June 25, 2007 7:37 AM
To: Lehman, David A.

Subject: RE: BSAM Repo Summary

thanks--timberwolf outlook?

From: Lehman, David A.

Sent: Monday, June 25, 2007 7:17 AM

To: Lehman, David A.; Montag, Tom

Cc: Sparks, Daniel L; Mullen, Donald; Swenson, Michael
Subject: RE: BSAM Repo Summary

Pls find an updated version of the BSAM repo summary

Some of the GS buy prices in the previous sheet were incorrect (too low)
Everything else is the same

Trading P+L (excluding correlation collapse) is +1.4mm

<< File: BSAM Repo Summary xis >>

From: Lehman, David A.

Sent: Friday, June 22, 2007 5:03 PM

To: Montag, Tom

Cc: Sparks, Daniel L; Mullen, Donald; Swenson, Michael
Subject: BSAM Repo Summary

GS purchased ~664mm (9 line items) from BSAM

We have re-traded ~217mm (3 line items) and collapsed 135mm (1 line item) into our correlation book
Trading P+L (excluding correlation collapse) is +2mm

GS currently owns $311mm bonds, $300mm of which are TWOLF A1B and A1C

Details attached

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1770 Z@‘{gg M .

Confidential Treatment Requested by Gold GS MBS-E-001916435




cusip Product Sell: - . BSAM GS
: Description i Price: iii - Price’ Repo Position Current Position
002561AF5 ABACUS 06HGS1 AMSS 144A 3(C)7 77.00 N/A*™* 135,000,000 -

Redacted by the
Permanent Subcommittee on Investigations

88714PAC0 TWOLF 0701 A1B 144A 3(C)7 - RE 96.00 200,000,000 200,000,000

88714PAD8  TWOLF 0701 A1C 144A 3(C)7 - RE 90.00 : 100,000,000 100,000,000
Total : 664,126,590 311,852,000

- ABACUS deal was cdllapsed into the correlation book

Security Type

CDO

CDO
CDO

Footnote Exhibits - Page 3658

Rating

AAA/Aaa

AAA/Aaa
AAA/Aaa



CUSIP Product BSAM . GS Security Type
Description . Price ;. Price Repo Position Current Position :
002561AF5 ABACUS 06HGS1 AMSS 144A 3(C)7 78.00 N/A** 135,000,000 i - cbO
Redacted by the
Permanent Subcommittee on Investigations
88714PACO TWOLF 0701 A1B 144A 3(C)7 - RE 95.00 ' 200,000,000 200,000,000 cDO
88714PAD8 TWOLF 0701 A1C 144A 3(C)7 - RE 89.00 100,000,000 100,000,000 CDO
Total : - 664,126,590 311,852,000

** ABACUS deal was collapsed into the correlation book

Footnote Exhibits - Page 3659

Rating

AAA/Aaa

AAA/Aaa
AAA/Aaa
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Footnote Exhibits - Page 3660

From: : Lehman, David A. :
Sent: Monday, June 18, 2007 9:33 PM
To: Egol, Jonathan
Subject: FW: Today's Bear Stearns Prices
Attachments:  BEAREXP.xls ; .
. | wnmus = Redacted by the Permanent
Subcommittee on Investigations
From: : Loftus, Colleen
Sent: Monday, June 18, 2007 7:11 PM
To: Cafagna, Francesco; Ryan, Brendan F; Reinhart, Erik
Cc: ‘Piliego, Louis; Swann, Brian; Cameron, Patrick; Malloy, Breanne; Camacho, Robert; ficc-ops-repopricing; ficc-res-ny; Fong,

Matthew A.; Sourov, Kroum R.; Chin, Edwin; Case, Benjamin; Tourre, Fabrice; Mulien, Donald; Sparks, Daniel L; Brafman, Lester
R; Swenson, Michael; Lehman, David A.; Surur, Paul R; Pradet, Steven; Godfrey, John
Subject: Today's Bear Stearns Prices

Good Afternoon,

We have received the following prices for today. Please advise if you do not agree with any of the prices listed
below.

CUSIP  Product Description Price as of 6/15 Price as of 6/18 Trader

002561AF5 ABAC 2006-HG1A AMSS 81 78 Fabrice Tourre
Gl SRR ol R
88714PACO TWOLF 2007-1A A1B 96 95 Ben Case
88714PAD8 TWOLF 2007-1A A1C 91 89 Ben Case

Current Exposure:

** Please note this is a rough calculatlon Prices have been adjusted. This mlculatlon does not include the
adjusted accrued coupon amount or overnight interest. -

. BEAR STEARNS HIGH GRADE STRUCTURED CRED STRAT MASTER FD LTD: GS can mark Bear $4,041,819
BEAR STEARNS HIGH-GRADE STRC CR STRT ENHN LEVG MST FD, LTD: GS can mark Bear $18,683,235

BEAREXP.xs

BEAR STEARNS HIGH-GRADE STRC CR STRT ENHN LEVG MST FD, LTD.

Notional (Loan Amt. + Accrued Interest) = $404,038,103
Security Value = $405,636,702 .

Haircut = 5%

Haircut Cushion = $20,281,835

MTM = $18,683,235

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis //

Report Footnote #1770

Confidential Treatment Recjuested by Goldn GS MBS-E- 001919600



Footnote Exhibits - Page 3661
Exposure Net of Collateral =:$1 ,598,599 in GS' favor

BEAR STEARNS HIGH GRADE STRUCTURED CRED STRAT MASTERFDLTD .

Notional (Loan Amt. + Accrued Interest) = $190,774,530
Security Value = $196,560,748

Haircut = 5% )

Haircut Cushion = $9,828,037

MTM = $4,041,819

Exposure Net of Collateral = $5,786,218 in GS' favor

Thank you,
Colieen

7
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From: ' Sparks, Daniel L

Sent: Wednesday, June 27, 2007 10:01 AM
To: Viniar, David

Subject: CDO*2's

Attachments: SP CDO MTM - 6-25.xls

Below is an update of CDO*2 retained positions that we had the primary valuation discuésions on. We included CDS
protection buys as saies.

End May 6/27/07 Sales Current  Current
Bond (MM) (MM) (MM) "Price Mkt Value

Point Pleasant Jr AAA front class 127 107 (20) 87 - 93
Point Pleasant Jr AAA second class 35 35 76 27
Point Pleasant AA 50 . 50 - 60 30
Point Pleasant A : 10 10 54 5
Point Pleasant BBB 3 3 50 2
Point Pleasant Equity . 10 10 _ 71 : 7
Timberwolf Jr AAA (20-50 attachment) 245 99 (146) 75 74
Timberwolf AA 107 57 (50) 66 38
Total - 588 372 (216) 276
Bought from BSAM :
Timberwolf Super Sr AAA (70-90 attachment) ' 200 ' 96 192
Timberwolf Super Sr AAA (60-70 attachment) 100 90 90

300 282

Below is the spreadsheet with some minor revisions of the print-out | gave you today.

From: Lehman, David A.

Sent: Wednesday, June 27, 2007 9:18 AM

To: Galame, Pablo

Cc: Sparks, Daniel L; Mullen, Donald; Swenson, Michael; Brafman, Lester R
Subject: CDO MTM spreadsheet from 6/25

As per Lester, pls find the attached detail on the SP CDO MTM that was put through on Monday

SP CDO MTM -
6-25.xs

= Redacted by the Permanent

Subcommittee on Investigations

Goldman, Sachs & Co.
85 Broad Street | New York, NY 10004

Tel: 212-902-2927 | Fax: 212-493-9681 | Mob: 917-—
e-mail: david.lehman @ gs.com

. Goldman
Suchs

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1770
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David Lehman
Fixed Income, Currency & Commodities

Disclaimer:

This material has heen prepared specifically for you by the Goldman Sachs Fixed Income Structured Product Group (SPG)
Trading Desk and is not the product of Fixed Income Rescarch. We arc not soliciting any action bascd upon this matcrial.
Opinions expressed are our present opinions only. The material is based upon public information which we consider reliable,
but we do not represent that it is accurate or complete, and it should not be relied upon as such. Additionally, the material is
based on certain factors and assumptions as the SPG Trading Desk may in its absolute discretion have considered appropriatc.
There can be no assurance that these factors and assumptions are accurate or complete, that estimated returns or projections can
be realized, or that actual returns or results will not be materially different than those presented. Certain transactions, including
those involving ABS, CMBS, and CDOs, may give rise to substantial risk and are not suitable for all investors. The SPG
Trading Desk may have accumulated long or short positions in, and buy or sell, the securities that are the basis of this analysis.
The SPG Trading Desk does not undertake any obligation to update this material. ' -

R AN - .
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N -
-
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GS MBS-E-009747489

P+L from CDO cash and CDS re-mark

($mm)

ABS Trading
Cash .
CDS _ 92
Correlation Trading (CDS) 23
CMBS Trading (CDS) 4

" Total - SPG Trading 111
CDO Retained and WH :
CDO Retained Cash (63)
CDO Retained CDO™2 (22)
CDO Retained CDS (longs) (18)
CDO Retained CDS (hedges) 17
Total - CDO Retained and WH - (86)

TOTAL - Mtg Dept B

‘(\"\‘J
\\



Bond
PTPLS 0701 A1 144A
PTPLS 0701 A2 144A
PTPLS 0701 B 144A
PTPLS 0701 C 144A
PTPLS 0701 C REGS
PTPLS 0701 D REGS
PTPLS 0701 INCOME NOTES REGS

TWOLF 0701 A1B 144A
TWOLF 0701 A1C 144A
TWOLF 0701 A2 144A
TWOLF 0701 B 144A

CDS TWOLF 0701 A2 144A
CDS TWOLF 0701 B 144A

Total

GS MBS-E-009747489

CIF

(MM)
107.47
35.00
50.00
3.90
6.20
3.00
10.09

200.00
100.00
149.00
107.00

(50.00)
(50.00)

Oid
Price
90.00
82.50
65.00
54.00
54.00
48.00
71.00

96.00
90.00

82.00 -

69.25

84.00
78.00

New

Price
87.00
76.00
60.00
54.00
54.00
50.00
71.00

96.00
90.00
75.00
66.00

77.00
71.00

Footnote Exhibits

3.00
6.50
5.00

(2-.00)

7.00
3.25

7.00
7.00

P&L
(3.22)
(2.28)
(2.50)

0.06

(1 o-.43)
(3.48)

N/A
N/A

(21.85)

- Page 3665

N\



Footnote Exhibits - Page 3666

From: - Llee, Jay )

Sent: Friday, June 08, 2007 6:14 AM

To: Sparks, Daniel L

Cce: - Bohra, Bunty

Subject: FW: Heads up -- rates market volatile

FYI -- | have been trying to reach the celiphones of people in risk-taking roles about the unprecedented overnight market
volatility. Given rates volatility (10yrs currently off 14bp, curve 11bp steeper, swap spreads 3-4bp wider) and widening of
corporates spreads, it probably makes sense for Passthrough, CMO, and ABX traders to come in early. Much of IRP is
already in the office. ’

From: Lee, Jay

Sent: Friday, June 08, 2007 7:06 PM

To: . ficc—spgsyn _

Cc: Lehman, David A.; Swenson, Michael; Chin, Edwin; Salem, Desb; Bimbaum, Josh; Williams, Geoffrey
Subject: Heads up — rates market volatile

Importance: High

When London came in, sold off through stop-loss levels and UST sold off in sympathy without any flows. GS
isn't seeing anything in either. This is the most volatile market move | have ever seen overnight -- we're off
12.5bp from the close and 10bp steeper. 10yr yields are 5.23% (previous day's close was 4.97%). Swap spreads
3-4bp wider on the day, | would price mortgages at least 4-6 wider to swaps, and vol guaranteed to rise. Corporate
credit spreads wider as well.

Given recent correlation of risk assume this is not a good sign for RMBS / ABS spreads.

- e = Redacted by the Permanent
Subcommittee on Investigations

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis 7
Report Footnote #1771 —

e
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From: Birnbaum, Josh B

Sent: Friday, June 08, 2007 11:41 AM

To: ]

Subje‘ct: RE: * ABX Markets 07-1, 06-2, 06-1: 11:00am

Patience, patience. The.CDO unwind has only begun. e = Redacted by the Permanent

Subcommittee on Envestigations

From:

Sent: Friday, June 08, 2007 11:33 AM

To: Birnbaum, Josh

Subject: RE: * ABX Markets 07-1, 06-2, 06-1: 11:00am

These markets are devastating Joshua; my colleagues and I are getting crushed!
————— Original Message—-----

From: Birnbaum, Josh [mailto:josh.birnbaum@gs.com] -

Sent: Friday, June 08, 2007 11:04 AM

Subject: * ABX Markets 07-1, 06-2, 06-1: 1l:00am

ABX.HE.07-1

Cpn | Price Ch | Spread Ch | Size
SpDur :
ARA 9 | 99-05 / 99-29 -0-002 | 27 / 11 +0.2 | 50x 50 | 4.75
AR 15 | 98-31 / 99-31 -0-003 | 44 / 16 +0.3 | 25x 25 | 3.55.
A 64 | 92-20 / 93-20 -0-125 | 283 / 254 +11.8 | 25x 25 | 3.36
BBB 224 | ~ 73-04 / 74-04 -0-302 | 1048 / 1018 +28.0 | 10x 10 |
3.26
BBB- 389 | 65-24 / 66-24 -0-226 | 1469 / 1438 +22.4 | 10x 10 |
3.17
ABX.HE.06-2
Cpn | Price Ch | Spread Ch | Size
SpDur ) '
AAA 11 99-08 / 100-00 0-01+ 28 / 11 -1.0 | 50x 50 4.49
AA 17 99-01 / 100-01 -0-002 48 / 16 +0.3 | 25x 25 3.09
211 / 178 +16.7 | 25x 25 2.99
|

| |
| !
A - 44 | 95-00 / 96-00 -0-16 |
| 10x 10 | 2.88
| 0

BBB 133 81-20 / 82-20 -0-096 771 / 736 +10.6
BBB- 242 72-00 / 73-00 -0-117 1249 / 1213 +13.3 | 10x 10 |
2.78

ABX.HE.07-1/ABX.HE.06-2 Roll

| Price Ch Spread Ch

[ [

ARA | -0-01 / 0-07 0-016 | 3/ -2 -1.2 | 50x 50
AR | -0-02 / 0-06 0-001 | 6/ -1 -0.0 1] 50x 50
A | 1-28 / 2-28 -0-033 | -59 / -89 +5.0 | 25x 25
BBB | 7-24 / 9-08 0-20+ | -256 / -302 -18.4 | 25x 25
BBB-~ | 5-16 / 7-00 0-107 | -199 / -246 -9.1 | 25x 25
ABX.HE.Q06-1

Cpn | Price Ch | Spread Ch | Size |
SpDur
AAA 18 99-24 / 100-16 0-011 24 / 5 50x 50 3.82

I l -0.9 | I
AA 32 | 99-17 / °'100-17 -0-002 | 49 / 13 +0.3 | 25x 25 | 2.76
A 54 | 97-20 / 98-20 -0-113 | 146 / 108 +13.8 | 25x 25 | 2.57
BBB 154 | 92-20 / 93-20 -0-147 | 455 / 414 +19.0 | 10x 10 { 2.45
BBB- 267 | 86-16 / 87-16 -0-165 | 825 / 784 +21.5 | 10x 10 | 2.42

**Spreads computed.from prices using a weighted average spread duration (generated at the
base Bloomberg speed) for all 20 reference obligations in the index. :

Not an offer, recommendation, general solicitation or official confirmation of terms.

Permanent Subcommittee on Investigations
. 7oa -y
Wall Street & The Financial Crisis 7/ B

[N
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ort Footnote #1773 GS MBS-E-012900708
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Prepared by Research or Sales/Trading personnel from generally available information
believed to be reliable. No representation of accuracy or completeness. Indicated returns
not guaranteed. Assumption changes may materially impact returns.

Price/availability subject to change without notice. Past performance is not indicative of
future results. Goldman Sachs may have previously accumulated long/short positions in any
subject investment. For UK purposes, issued or approved by GS International, which is
authorized and regulated by the financial Services Authority, but not made available to
private customers ’ )

This communication may contain privileged or confidential information. If you are. not the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message is strictly
prohibited. Any views or opinions presented are solely those of the author and do not
necessarily represent those of Third Point LLC or its affiliates. If you have received
this communication in error, please notify us immediately by email, and delete the
original message. We do not waive confidentiality if you have received this communication
in error. In the UK, this communication is directed in the UK to those persons who are
market counterparties or intermediate customers (as defined in the rules of the Financial
Services Authority).

This is not an offer, or solicitation of any offer to buy or sell any security, investment
or other product. .

£ VS .
y /7 . %
4 [ R
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From: Sparks, Daniel L

Sent: Tuesday, July 17, 2007 6:34 PM
To: Mullen, Donald; Montag, Tom
Subject: FW: Mortgages Estimate

We moved a significant amount of positions today from origination desks to secondary and took hits related to that. The
only positions not moved are Prime Hybrid subs (we will do in next day or 2 and we reserved $5mm for it which should
be close to internal transfer cost) and the.scratch and dent subs (not currently planning to move for business reasons).

. Finck did a very good job mediating - Clay and Nestor are very unhappy with me but | have given them months to do this
and it was time.

“Large move down and visibility in option ARM subs today from bid list that traded poorly.

Gain today in Alt A space as hedge gains had been reserved too much - team understands going forward to flow through
vol.

in case you did not see it, BSAM funds returning 9 cents and 0 cents on the dollar in less-levered and more levered
funds.

Separately, | really want to speak about Will Roberts and what you think this will achieve that is not either happening or
in process - and a little more about me.

From: Bin, Ki-Jun
Sent: Tuesday, July 17, 2007 6:19 PM
To: ficc-eod -
.  ammmem = Redacted by the Permanent
e e Subcommittee on Investigations

FICC Mortgages - Daily P&L Estimate

. SUMMARY

-(9,415,000)
28,140,357

(41,586,278)

Mortgages WTD
Mortgages MTD B : B}

il. DETAIL

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis

Report Footnote #1775 - -
GS MBS-E-010857498
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Business Strategy Desk :

STRUCTURED PRODUCTS
Mortgage Derivative

Comments:

Agéncy Derivatives
Whole Loan Derivs
MSR

Residential Prime

FHA/VA - Primary
FHA/VA - Secondary
Prime Hybrid - Primary
Prime Hybrid - Secondary
Agency Hybrid

Prime Fixed

Agency CMO - Primary
Agency CMO - Secondary

ubs transfer/write down

Residential Credit |
: Scratch and Dent

ABX AAA tightening -
Subprime :
Alt-A oans & ABX
2nd Liens ABX AAA tightening
Subs '

Residuals - Scratch & Dent
Residuals - Subprime
Residuals - Alt-A

Residuals - 2nd Liens

CRE Loan Trading

Fixed Large Loan
Floater Large Loan
Fixed Conduit
Transitional Loans
CRE CDO

ABS Loans & Finance
' Consumer
Commercial
Europe
Warehouse

SPG Trading

CMBS Trading
CRE CDO

ABS Trading
Property Derivatives
Correlation

ABS CDS, CMBS CDS, New CMBX Tr.

CDO/CLO

ABS /MBS CDO

GS! SP Credit Warehouse
us cLo

EURO CLO

CRE CDO

retained debt markdowns/ gain on Al

Redacted by the Permanent
2 Subcommittee on Investigations
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-
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Retained Principal Positions

Tax Related Securities

Non-economic residuals
Economic residuals

Warehouse Lending

Residential
Commercial
Asset Backed

Syndicate

ABS
CMBS
CDO
RMBS

Products

EUROPE
Acquisition Finance

Syndicate
Trading

European CMBS

Syndicate
Trading

Total Advisory

Total PFG JV S

Total Manager's Account
/ Other

Goldman, Sachs & Co.

180 Maiden Lane | New York, NY 10038 Crodalinan
Tel: 212-357-7385 Hachs
e-mail: ki-jun.bin@gs.com

Ki-Jun Bin
Finance Division

This message may contain information that is confidential or praprietary. If you are not the intended recipient, please advise the sender immediately and
delete this message and any attachments. Follow this link for further information on confidentiality and the risks inherent in electronic communication:

htp:/fwww.gs. com/disclaimer/email/

’?7 =7 - -
/ R T T
k ot ——"
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From: Montag, Tom

Sent: Friday, June 22, 2007 4:32 PM
To: Sparks, Daniel L

Subject: RE: Few trade posts

boy that timeberwof was one shitty deal

————— Original Message———~-

From: Sparks, Daniel L

Sent: Friday, June 22, 2007 4:30 PM
To: Montag, Tom :
Subject: Re: Few trade posts

Yes - main thing left is 300mm timberwolfs Other large positions were tmts - gone, octan -
gone, abacus - we will collapse against short There were some small rmbs positions

I will get you a complete summary with details

————— Original Message ————-
From: Montag, Tom

To: Sparks, Daniel L

Sent: Fri Jun 22 16:22:56 2007
Subject: RE: Few trade posts

can I get complete rundown on everything we bought from BSAM and whats left?

————— Original Message—--—---

From: Sparks, Daniel L

Sent: Friday, June 22, 2007 3:00 PM
To: Montag, Tom

Subject: Fw: Few trade posts

————— Original Message ————-—

From: Lehman, David A.

To: Mullen, Donald; Sparks, Daniel L; Brafman, Lester R
Cc: Swenson, Michael; Birnbaum, Josh

Sent: Fri Jun 22 14:28:20 2007

Subject: Few trade posts

Traded $20mm of the OCTAN 06-2 A3A mezz CDO bonds to Magnetar @ $82...we bot these bonds @
$80 from BSAM.trying to upsize the ticket to 40mm @ $82 which will clean us out.Egol did a
.great job w/ Magnetar on this one.

Also, we have sold $40mm RMBS A3/A- out of the WH account to MS prop and another $10mm to
Ellington. )

Only 40mm RMBS A3/A- remain in the WH accounts, 1/2 of which is Long Beach paper -
Edwin/Deeb continue to work.

Goldman, Sachs & Co.

85 Broad Street | New York, NY 10004 ,
Tel: 212-902-2927 | Fax: 212-493-9681 | Mob: 917N
e-mail: david.lehman@gs.com
: Goldman
Sachs emmmes = Redacted by the Permanent
David Lehman Subcommittee on Investigations

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis ' Y L TE

Report Footnote #1778 ~
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From: CHARMAINE LEE - GOLDMAN, SACHS & CO. [charmaine.lee@hk.email.gs.com]
Sent: Monday, June 18, 2007 7:12 PM

To: , Chin, Edwin

Subject: [BB2Inet Log Message] {3858985629] [Fwd: ABX Open....... Comments on pg 2]

'¥-GS-Communications—-System' => 'Bloomberg to Internet', 'X-Bloomberg-Original-From' =>
CLEEE1@bloomberg.net |CHARMAINE LEE|GOLDMAN, SACHS & CO.13788|, 'X-Bloomberg-Original-To'
=> EKC9@bloomberg.net|EDWIN CHIN|GOLDMAN, SACHS & CO.}3788]|2270779 'X-Bloomberg-Original-
Date' => 2007-06-18-19.11.55.000000, 'X-Bloomberg-Original-TimeZone' => 'New York Time',

————— Original Message --————
From: ROBERT LYNN, CREDIT SUISSE SECURI
At: 6/18 13:07:21

—-—- Original Msg from: TED MORAN, CREDIT SUISSE SECURIL At: 6/18 9:06:58

ABX 2007-1 strike size bid offer
ABX.HE.AAA 9 50x50 99-0 100-0
ABX.HE.AA 15 25x25 98-24 99-24
ABX.HE.A 64 25%25 90-0 91-16
ABX.HE.BBB 224 10x10 69-0 71-0
ABX.HE.BBB- 389 10x10 60-0 62-0
ABX 2006-2 - strike size bid offer
ABX.HE.AAA 11 50x50 939-0 100-0
ABX.HE.AA 17 25x25 99-0 100-0
ABX.HE.A 44 25x25 92-0 94-24
ABX.HE.BBB 133 10x10 75-0 - 77-0
ABX.HE.BBB- 242 10x10 66-8 68-8
ABX 2006-1 strike size bid offer-
ABX.HE.AAA - 18 50x50 99-24 100-10
ABX.HE.AA 32 25x25 99-16 100-8
" ABX.HE.A 54 25x%25 96-8 98-0
ABX.HE.BBB 154 10x10 90-0 92-0
ABX.HE.BBB- 267 10x10 82-8 84-8
Comments: ] '
Wild ride to close the week on Friday, with the 07-1 bbb- trading thru $60-00 briefly
Friday afternoon, and setting a new closing low ($60-30)...... the sell off in ABX was
precipitated by a rout in TABX 40% - 100% tranche which was rumoured to be related to the
BSAM liquidation......after setting a new trading low we saw significant short covering
interest which helped the index to close off its lows........ the BSAM story will dictate

the tone in the ABX market in the short term, as a continued liquidation of their holdings
will put further downward price pressure on TABX which will then leak into ABX trading

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis KOV E
Report Footnote #1779 GS MBS-E-021890868

Confidential Treatment Requested by Goldm
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From: rkelly10@bloomberg.net on behalf of RYAN KELLY, GOLDMAN, SACHS & CO. [rkelly10
@bloomberg.net]

Sent: Thursday, June 21, 2007 9:35 AM

To: Salem, Deeb ,

Subject: yo - who the F- is getting short ABX at these levels.

-. yo - who the F- is getting short ABX at these levels.

Not an offer, recommendation, gen. solicitation or off. confirm of terms. Prepared by
Research/Sales/Trading from gen. avail. info believed reliable. No representation of
accuracy/completeness is made or that you will achieve returns indicated. Assumption
changes may materially impact returns; price/avail. may change w/o notice; past perf. not
indicative of future results. GS may have a position in any subject investment. GS PRICING
IS PROPRIETARY; YOU AGREE NOT TO DISCLOSE & WE RELY ON THAT AGMT WHEN FURNISHING (FULL
TERMS: www.gs.com/disclaimer/pricinginfo). For UK, issued/app. by GS Int'l, reg. by FSA,
but not made avail. to priv. cust.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis ] 7o
Report Footnote #1780
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SPG Trading - 2007

Confidential Treatment Requested by Goldman Sachs GS MBS-E-015654036

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1781
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Highlights: Revenue

fluctuation. RMBS-related revenues: #1 on the street by a wide

. YTD: $3.0BIn, with revenue growing steadily over the year with little
margin. #2 in the world behind Paulson Partners.

GS MBS-E-015654037

Confidential Treatment Requested by Goldman Sachs
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Highlights: Franchise

« #1 Franchise on the street, perceived as the thought leaders by the
customer base.

+ Largest market share: est 30-40%

+ Voted #1 franchise in ABS CDS based on Risk Magazine end user
survey of institutional investors.

Confidential Treatment Requested by Goldman Sachs GS MBS-E-015654038
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Highlights: Assumed
responsibility for CDOs

« SPG Trading assumed responsibility for the CDO business and risk
while the market was collapsing, helping mitigate losses and reduce -
risk (Warehouse and retained positions) before our competitors.

» Results out of DB, Citi, UBS, Bear, Lehman, etc. all bear evidence
that we were far ahead of our competition in marking down positions
and moving CDO risk before the market cratered and came to a
standstill post-BSAM. '

Confidential Treatment Requested by Goldman Sachs GS MBS-E-015654039
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Potential qualifications

1. “2007 was a unique event, desk made money primarily from a
single short trade, results not likely to be repeatable.”

« 2. “SPG trading would not have been permitted to be as short, if
management was not attemptlng to offset risk in retained Iongs in
other parts of department.”

« 3. “Revenue was achieved taking very significant risk. Results less
impressive when risk-adjusted.”

-+ 4. "Discussing a HFE (hedge fund equivalent) percentage payout is
inappropriate because much of the revenue came from the
franchise, i.e. sitting in the seat.”

« 5. “Cannot pay SPG trading team based on stand-alone p&l, must
consider the results for the entire mortgage department.”

Confidential Treatment Requested by Goldman Sachs GS MBS-E-015654040
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Responses to qualifications

e 1.“2007 was a uniqUe event, desk made money primarily from a
single short trade, results not likely to be repeatable.”

« FALSE. Revenues in 2007 were diversified across many different
strategies (directional both long and short, capital structure,
index/SN basis, tiering, ideosyncratic, flow trading). We switched
direction several times with well-timed calls relative to subsequent
market moves (Graphs #1, #2). Most of these opportunities are in -
place for 2008. Revenue projection for 2008 is $1.2 Bin reflecting a
diverse set of opportunities. The opportunity set is much more than
simply buying/trading distressed. .

Confidential Treatment Requested by Goldman Sachs , GS MBS-E-015654041



Footnote Exhibits - Page 3681

Graph #1




- F’age 3682

Graph #2
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Responses to qUaIificatio'ns

« 2. “SPG trading would not have been permitted to be as short, if
management was not attempting to offset risk in retained longs in
other parts of department.”

« FALSE. This statement is inconsistent with how the position
evolved. By June, all retained CDO and RMBS positions were
identified already hedged. As Graph #1 indicates, SPG trading re-
initiated shorts post BSAM unwind on an outright basis with no
accompanying CDO or RMBS retained position longs. In other
words, the shorts were not a hedge.

Confidential Treatment Requested by Goldman Sachs GS MBS-E-015654044
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'Responses to qualificatiohs

~ + 3. “Revenue was achieved taking very significant risk. Results less
impressive when risk-adjusted.”

FALSE. SPG Trading’s largest down day in 2007 was ($38mm) and
SPG trading NEVER came close to losing more money than the
daily VAR (Graph #2). In fact, to lose more money than the daily
VAR 1 out of 20 times, SPG trading reported VAR would have to be
27% of the what has been reported. The ratio of profit / empirical
VAR likely higher for SPG Trading than for the firm as a whole.

Confidential Treatment Requested by Goldman Sachs ) ' GS MBS-E-015654045
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Graph #3
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Responses to quallflcatlons

« 4 “Discussing a HFE (hedge fund equwalent) percentage payout is
inappropriate because much of the revenue came from the
franchise, i.e. sitting in the seat.”

-+ FALSE. If the seat is so valuable, why did no other street firm come
close to our performance?

Confidential Treatment Requested by Goldman Sachs ) GS MBS-E-015654047 -
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Responses to qualifications

» 5. “Cannot pay SPG trading team based on stand-alone p&l, must
consider the results for the entire mortgage department.”

« TRUE. SPG trading recbgnizes that compensation needs to fit
rationally within the confines of the Mortgage Department
compensation pool.

Confidential Treatment Requested by Goldman Sachs GS MBS-E-015654048
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Proposed Mortgage Department
Compensation Breakdown

« SPG trading accounts for 250%-300% of the department’s revenue.

« SPG trading seeks ~150mm total comp pool, or roughly 40%-50% of
the estimated department-wide pool.

* 141mm equates to a 4.0% payout on estimated revenues.

« The 4 businesses consisting of SPG Trading, CDOs, Resi Prime,
Resi Credit account for 76% of dept revenue. Total proposed
compensation for 4 businesses = $240mm = 66% of dept revenue.

« Proposed net profit = $441mm vs $316mm in 2006.
« Proposed net profit margin = 36% vs 35% in 2006.

Confidential Treatment Requested by Goldman Sachs GS MBS-E-015654049
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Proposed Mortgage Department
Compensation Breakdown
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From: Birnbaum, Josh

Sent: Tuesday, October 02, 2007 9:28 AM
To: Lehman, David A.

Cc: , Swenson, Michael

Subject: RE: SPG Trading - 2007.ppt

I added your bullet and 1 more:

Results out of Citi, UBS, Bear, Lehman, etc. all bear evidence that we were far ahead of
our competition in marking down positions and moving CDO risk before the market cratered
and came to a standstill post—BSAM. ’

————— Original Message--—---

From: Lehman, David A.

Sent: Monday, October 01, 2007 4:37 PM
To: Birnbaum, Josh

Subject: RE: SPG Trading - 2007.ppt

Note sure if you need the below comments, I think you do just fine by stating "TRUE - SPG
trading recognizes that compensation needs to fit rationally within the confines of the
Mortgage Department compensation pool."

— members of SPG Trading had no responsibility for the areas which lost money,

- in Feb/Mar, we were shot down when we voiced concern about covering shorts because other
areas in the department were longer than reported :

- in Feb/Mar, we were told we had enough to worry about and that if the CDO business lost
money, it would be the equivalent of a desk in the Equities Division losing money

Also it might help to point out that we assumed responsibility for the CDO business and
risk while the market was collapsing, helping mitigate losses and reduce risk (Warehouse
and retained positions) before our competitors

————— Original Message-———-

From: Birnbaum, Josh

Sent: Monday, October 01, 2007 4:25 PM
To: Lehman, David A.

Subject: SPG Trading - 2007.ppt

Current draft. Handle with care.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis 7
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From: Swenson, Michael

Sent: Thursday, October 04, 2007 10:45 AM
To: Lehman, David A.; Birnbaum, Josh
Subject: RE: How's this?

Sounds good

From: Lehman, David A.
Sent: Thursday, October 04, 2007 10:05 AM
To: Bimbaum, Josh; Swenson, Michael
Subject: RE: How's this?
Like it
From: Birnbaum, Josh
Sent: Thursday, October 04, 2007 10:01 AM
To: ) Swenson, Michael; Lehman, David A.
Subject: How's this?

e  5.“Cannot pay SPG trading team based on stand-alone p&l, must consider the results
for the entire Mortgage Department, the Division, and the Firm.”

TRUE. SPG trading recognizes that compensation needs to fit rationally within the

compensation pool of the Mortgage Department, the Division, and the Firm. The table on
the following page outlines an example of how SPG trading can achieve compensation
expectations within a reasonable compensation pool scenario for the Mortgage
Department.

Btw, | found another 4mm for SPG, was over-estimating comp-related expenses a bit. | dialed down Oct, Nov.
p&! from 250 to 233 to make the dept hit exactly $1.2 for year-end.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis | s
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From: Swenson, Michael

Sent: Friday, June 29, 2007 3:57 PM
To: Lehman, David A.

Subject: RE: ABS Update

Funds

no

————— Original Message-—-——-

From: Lehman, David A.

Sent: Friday, June 29, 2007 3:31 PM
To: Swenson, Michael )

Subject: Re: ABS Update

Funds or dealers?

U out monday?

David A. Lehman

Goldman, Sachs & Co. ' ]

85 Broad Street ' | New York, NY 10004

Tel: 212-902-2927 | Fax: 212-902-1681 | Mob: 917-863-4678
e-mail: david.lehman@gs.com

————— Original Message —-—---
From: Swenson, Michael

To: Lehman, David A.

Sent: Fri Jun 29 15:26:46 2007
Subject: RE: ABS Update

I think we will see 3 to 5 guys go under next week
————— Original Message—----

From: Lehman, David A.

Sent: Friday, June 29, 2007 3:06 PM

To: Swenson, Michael

Subject: Re: ABS Update

Don't worry "bout seating

we r in the middle of a mkt meltdown

David A. Lehman
Goldman, Sachs & Co.

Permanent Subcommittee on Investigations v
Wall Street & The Financial Crisis
Report Footnote #1783
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From: . Bash-Polley, Stacy

Sent: Saturday, July 28, 2007 3:01 PM

To: ] Montag, Tom; Sparks, Daniel L; Mullen, Donald

Cc: Schwartz, Harvey

Subject: Fw: Structured Products Weekly Update - 07/27/07(Internal Use Only)

Pretty remarkable week
Some high quality business done with a lot of teamwork bw sales and trading.

————— Original Message ———--
From: Radtke, Lorin :
To: Montag, Tom; Mullen, Donald; Schwartz, Harvey; Bash-Polley, Stacy: Madoff, Paula;
Pinkos, Steve; Kreitman, Gail; Gasvoda, Kevin; Icikson, David; Joseph, Alexandra A.;
Kaprelian, Michael '

Cc: Radtke, Lorin

Sent: Fri Jul 27 21:15:46 2007

Subject: Structured Products Weekly Update - 07/27/07{Internal Use Only)

Market Update

Week on week move 7/13/07-7/20/07 (4:00 PM):
2yr notes rallied 24.9bps

10yr notes rallied 18.5bps

10yr spreads widened 7.9%bps

ABX.07-1 BBB- widened 151.5bps (2385.5)
CMBX.3 BBB- widened 110bps (555)

TABX 40-100 widened.264bps (2249.5)

IG8 widened 28bps (80.5)
LCDX8 widened 108Sbps (373)
S&P 500 down 4.91% (1458.98)
0oil up $1.49 ($77.06)
$/Yen down 2.63 (118.575)
Themes

Summary: :

Whether you remember '94, '98, or '03, the general themes/patterns are consistent. An
initial dislocation to the market (in this instance a credit deterioration in sub prime
mortgages) acts as a tipping point and leads to spread widening in other sectoxs. This in
turn quickly becomes a liquidity crunch/crisis. It appears that this is where the
structured product market is now - searching for liquidity. This has produced numerous
capitulation/liquidation situations and forced customers to trade. As evidenced by the
highlight trades, sales/trading worked together in getting orders, crossing bonds and
moving risk throughout the volatile week. The impact of this week leaves the account base
in three camps: : .

* The Paralyzed - This group is represented by traditional Money Managers and like
accounts that have to manage their own customers and are spending a lot of time trying to
explain performance. They want to buy but are fighting fires and need to put them out

first.

* The Wounded(some fatally) - Hedge funds on the wrong side of the trade and getting
hit hard on financing,marks, and margin calls. CDO managers have/will start to disappear.
* The Opportunistic - Hedge Funds, Prop desk, Insurance Cos, and Money Managers
with dry powder. This group was on the right side of this move and is trading( at least
trying to). A portion of this group hasn't played in subprime or CDOs in years. They are
returning to look and selectively buy...very cautious because they believe more widening to
come. .

What next week will bring: The watch words for next week will be month end marks...and the
impact on customers. . : .

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1787
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From: Sparks, Daniel L

Sent: Saturday, August 11, 2007 3:41 PM

To: Montag, Tom; Lehman, David A.; Mullen, Donald; Swenson, Michael
Subject: Re: Japan exposure to CDOs

Loans are marked around 93, team thinks they should execute above but market tough. Stark
agreed to take have the resid and looking at subs. Team shooting to get deal converted to
securities this month, sell what it call. Could slip into sept

————— Original Message ————-

From: Montag, Tom

To: Lehman, David A.; Mullen, Donald; Swenson, Michael; Sparks, Daniel L

Sent: Sat Aug 11 12:01:56 2007 '

Subject: Re: Japan exposure to CDOs

What is overall balance sheet now? What has happened the WD loans u bought? Where are
those marked? '

----- Original Message --——---

From: Lehman, David A.

To: Montag, Tom; Mullen, Donald; Swenson, Michael; Sparks, Daniel L
Sent: Sat Aug 11 11:35:03 2007

Subject: Re: Japan exposure to CDOs

Very general-

-« .
Long correlation in abs and cmbs via sup snr shorts in correlation book 3bb abs BBB/BBB-
and 5bb cmbs A/BBB/BBB- (ie positive gamma and we benefit from systemic spd moves and get
hurt from idiosyncratic defaults or spd moves)

Overall long cmbs AAA/AA, short A, flat BBB/BBB-, short BBs, short Commercial Real Estate
CDOs

Short abs cdos overall from AAA to A, biggest concerns on the long side r 300mm TWOLF sup
snr AAA bot from BSAM (60-90% tranche) and 450mm HOUT BAY AAA retained from new issue
(15-45% tranche)

Hope to have traction with Ul on 450mm hout bay this week

Also, as swenny/deeb/josh have done an awesome job sourcing risk, the CDO transition book
AAA ABX short decreased from 1.55bb to 250mm over the past 2 weeks - we love covering that
trade, we might keep 1-150mm on as a way out-of-the-$ option but feel it is not a great
hedge for the long cdo risk in that book

emmues = Redacted by the Permanent
Subcommittee on Investigations

David A. Lehman
Goldman, Sachs & Co.
85 Broad Street | New York, NY 10004
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Tel: 212-902-2927 | Fax: 212-3%02-1691 | Mob: 917~
e-mail: david.lehman@gs.com e = Redacted by the Permanent
i Subcommittee on Investigations

————— Original Message ---—--

From: Montag, Tom .

To: Lehman, David A.; Mullen, Donald; Swenson, Michael; Sparks, Daniel L
Sent: Sat Aug 11 10:58:17 2007

Subject: Re: Japan exposure to CDOs

What trades do we have on now?

Bt Original Message —-----—

From: Lehman, David A.

To: Mullen, Donald; Swenson, Michael; ‘Sparks, Daniel L
Cc: Montag, Tom

Sent: Sat Aug 11 10:27:57 2007

Subject: Re: Japan exposure to CDOs

Don't thk so - we haven't covered any CDO risk (we have gone the other way by 1.4bb since
june 1st) and that is where the mkt still has bad longs - thk AAA rmbs is a very different
trade

David A. Lehman

Goldman, Sachs & Co.

85 Broad Street | New York, NY 10004

Tel: 212-902-2927 | Fax: 212-902-1691 | Mob: 917-N
e-mail: david.lehman@gs.com

————— Original Message --——-—

From: Mullen, Donald

To: Swenson, Michael; Lehman, David A.; Sparks, Daniel L
Cc: Montag, Tom

Sent: Sat Aug 11 10:21:25 2007

Subject: Fw: Japan exposure to CDOs

Did we cover to soon? Looks like more selling at the higher end of cap stack

————— Original Message -----

From: Mensah, Bernard

To: Mullen, Donald; Salame, Pablo
Sent: Sat Aug 11 10:14:43 2007
Subject: FW: Japan exposure to CDOs

(R

————— Original Message--—---

From: Gottfried, Michael A

Sent: Friday, August 10, 2007 5:02 PM
To: Mensah, Bernard

Cc: Fernandez-Aller, Carlos; Chew, John
Subject: RE: Japan exposure to CDOs

/ ;
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BankThai also said today that they are more exposed to (NjlNENNENEGg) -~ sounds like
through . Most tranches were rated

The article also said "BankThai's total investment in CDOs is about $427 million, or 6.4
percent of its total assets"”

Bank Thai bought (il of CDOs backed by -- both G
portfolios. Sales tells me that we did not sell any of the
to BankThai. . :

RCBC in the Philippines said they may be liquidating CDOs currently marked (JlR The
July month end marks we sent them were

————— Original Message---—--— .
From: Gottfried, Michael A ,  emmmmmn = Redacted by the Permanent
Sent: Tuesday, August 07, 2007 1:45 PM Subcommittee on lnvestigations
To: Mensah, Bernard -

Cc: Fernandez-Aller, Carlos; Chew, John
Subject: Japan exposure to CDOs

Following up on your question about pan-Asia CDO exposure, there was the below story on
Bloomberg this morning about Shinsei having some CDO of ABS exposure.

Of course there is also the Japanese corporate with a large exposure to CDOs through the
trade with us. :

Shinsei Has $200 Million in Possible Subprime Loans (Updatel)
2007-08-06 23:50 (New York)

(Adds earnings in last paragraph.}

By Takahiko Hyuga i

Aug. 7 (Bloomberg) -- Shinsei Bank Ltd., the first Japanese bank bought by overseas
investors, said it has about $200 million invested in U.S. mortgage-backed securities that
may contain subprime loans.

A quarter of the Tokyo-based bank's investments in U.S.
mortgage-backed securities are of the riskiest type, known as equity tranches, the bank
said. Losses on these at the end of June had reached as much as $30 million, according to
Tokyo- based Shinsei spokesman Shinji Hasumi.

Fallout from the slumping U.S. housing market continues to spread, with Bear Stearns
Cos. yesterday ousting Co-President Warren Spector after errant trades that led to the
collapse of hedge funds controlled by the firm. Investors have sold shares of banks and
insurance companies in Australia, Singapore and Taiwan after they said they held
securities backed by U.S.
mortgages given to borrowers with patchy credit records.

Shinsei said on July 30 first-quarter profit rose 63 percent to 31.2 billion yen ($263
million) on a 20.6 billion yen one-time gain after the sale of its housing loan unit to
Sumitomo Trust & Banking Co. in April.

--Editor: Richardson.

To contact the reporters on this story:
Takahiko Hyuga in Tokyo at +813-3201-7498 or thyuga@bloomberg.net.

To contact the editor responsible for this story:
Ben Richardson at +852-2977-6467 or
brichardson8@bloomberg.net.

[TAGINFO]
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From: Swenson, Michael
Sent: - Tuesday, August 21, 2007 7:36 PM
To: Alexander, Lee; Buono, Mark; Finck, Greg; Gasvoda, Kevin; Lehman, David A.; Birnbaum,
' Josh
Cc: Mullen, Donald; Salame, Pablo; Sparks, Daniel L; Petersen, Bruce; Brafman, Lester R;
Kaprelian, Michael; Andrea, Mireilie N. '
Subject: RE: Mortgage Commentary for Firmwide Risk Committee

ABS Summary
1) ABX 07-1 Closing Price and Changes for the week ended August 21st:

Weekly Change

AARA 92-16 +1.0 pts

AA 67-16 -2.5 .

A 44-16 -3.5 e = Redacted by the Permanent
BBB 33-00 -4.5 Subcommittee on Investigation
BBB- 32-00 -5.0

2) General Color

e This evening S&P released negative rating actions on 4 out of 5 of the existing SIV
Lites (market value CDOs funded by CP). The ratings actions affect $5.5 billion of
outstanding ABS CP. :

e UNENENS 1iquidated QI of cash @il subprime bonds on Monday which was one of the

4 programs put on watch by S&P. Bonds traded at 84-00 (implied cumm losses >35%). 19
dealers were shown the list Goldman bought half of the list and sold 1/3 of what we
bought.

e 1AAAs and AAs were much better bid on Tuesday as the street is net short ABX at the top
of the capital structure.

e 1Index and synthetic flows are at a near standstill. We traded only $125mm of Index
risk in the past 2 days.

3) Current SPG Trading Desk Position Summary:

e RMBS AARA - lohg $2.2bb

¢ RMBS AA - long $1.0bb

* RMBS Single-As - net short $0.9bb (100% in single-name CDS)

e RMBS BBB/BBB- - net short $3.5bb (80% in single-name CDS - 60% in 2005 vintage)

4) August 14th - 21st

Total ABX Indices by Rating Bought this week:

ARA $730mm
AA 190
A 165
BBB 220
BBB- 280

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis ‘ Z ‘
Report Footnote #1793

—

Confidential Treatment Requested by Gold GS MBS-E-010619375



Footnote Exhibits - Page 3700
Total $1,555mm

ABS and Correlation Desk Net ABX Risk Change on the Week:

ARAA +464mm

aAnA +125

A + 40

BBB + 60

BBB- . +133

Total +822mm
From: Alexander, Lee
Sent: Tuesday, August 21, 2007 3:57 PM
To: Buono, Mark; Finck, Greg; Gasvoda, Kevin; Lehman, David A.; Swenson, Michael
Cc: _ Mullen, Donald; Salame, Pablo; Sparks, Daniel L; Petersen, Bruce; Brafman, Lester R; Kaprelian, Michael; Andrea, Mireille N.
Subject: Mortgage Commentary for Firmwide Risk Committee
Importance: High - .

- Mark / Greg / Kevin / David / Mike -

Apologies for the short notice, however, in preparation for Risk Committee tomorrow morning, Don / Pablo / Dan / Bruce were
hoping to receive commentary for your respective businesses between now and 7AM. Commentary should include market color,
risk commentary,.and information related to market flows. :

Please copy all parties CC'd on the email - in order to facilitate the delivery of the information.

Appreciate your feedback - Thx, Lee

‘ . ‘ -

N
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From: : Montag, Tom

Sent: Wednesday, August 08, 2007 4:38 PM
To: Lehman, David A.; Swenson, Michael
Subject: RE:

" gréat==now on to the 3'billion short™ ~ -

From: Lehman, David A.

Sent: Wednesday, August 08, 2007 4:36 PM
To: Montag, Tom; Swenson, Michael
Subject: RE:

Gamma helping get our cmbs short very close to home - if the mkt continues to rally we do not need to hedge much
more, maybe another 100-200mm BBBs

From: Montag, Tom

Sent: Wednesday, August 08, 2007 4:35 PM
To: Swenson, Michael; Lehman, David A.
Subject: RE:

guess we are still short a lot--did gamma take us out of some risk? what is game plan?

From: Swenson, Michael

Sent: Wednesday, August 08, 2007 4:35 PM
To: Montag, Tom; Lehman, David A.
Subject: RE:

Lots of moving parts pre estimate estimate is down 100mm

From: . Montag, Tom

Sent: Wednesday, August 08, 2007 4:29 PM
To: Swenson, Michael; Lehman, David A.
Subject: RE:

that's net of aaa--what about rest of cap structure? pand|?

From: Swenson, Michael

Sent: Wednesday, August 08, 2007 4:24 PM
To: Montag, Tom; Lehman, David A.
Subject: RE:

ABS

Market rallied especially at the top end of the capital structure - AAA (up
2pts), AA (up 3pts), A (up 2 pt).

We bought 300mm of AAA and redistributed to internal desks. Department net
) short is 3.1lbb of AAA right now.

From: Montag, Tom

Permanent Subcommittee on Investigations

e

Wall Street & The Financial Crisis S -~
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Sent: Wednesday, August 08, 2007 4:19 PM
To: Lehman, David A.; Swenson, Michael
‘Subject:

what happened today?

/l\,, i -
DL
[ o4 —t
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From: Winkelried, Jon
Sent: Thursday, August 09, 2007 2:06 PM
To: Blankfein, Lloyd; Cohn, Gary
Subject: FW:
fyi  eamsmm = Redacted by the Permanent
' Subcommittee on Investigations
From: Montag, Tom :
Sent: Thursday, August 09, 2007 2:01 PM
To: . Winkelried, Jon
Subject: RE:

stat arb, gss, systems, mortgages , money markets, credit, munis

stat arb down 25 million, gss seeing nothing, systems hanging in, mortgages bought back 1 billion of 3

billion short in AAA indices at 1/2 to 1 point better

than yesterday, money markets steady as she goes except for stctd vehicles--GS funded in CP well, munis

no pain but no way to lower risk right now,
credit weaker by about 1/2 of yesterday move-don’t know on stctd credit

sat down with or visited ravi, mitch and george on 44
visited bartinger on 29

ashokon 26

swenson gasvoda on 26

mullen and harvey on 50

heller and russo and levin on 50

scope on 50

talked to Q) about getting @EEBto fund some of our commitment--calling Gl now

getting price on option from on buying our loans--tom talked tolillll directly--still think buying option

woulid

be good in land of AIEIEG

things actually a bit quiet except for rumours, aaa short covering

From: Winkeiried, Jon (EO 85B30)

Sent: Thursday, August 09, 2007 1:57 PM
To: Montag, Tom

Subject: RE:

Good. What have you been focusing on today

From: Montag, Tom

Sent: Thursday, August 09, 2007 1:51 PM
To: Winkelried, Jon

Subject:

fyi | didn’t go

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1799
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From: Sparks, Daniel L

Sent: Tuesday, August 07, 2007 10:46 PM
To: Montag, Tom; Mullen, Donald
Subject: RE: Gsc ms prop/paulson swap

th—expiicitiy—=*but"we~keep—buying—risk—we*need—to—keep*buying—Aﬁﬁ—ABXTAand—now—wc carn

start looking to cover some CDO CDS

From: Montag, Tom

Sent: Tuesday, August 07, 2007 6:26 PM
To: Sparks, Daniel L; Mullen, Donald
Subject: Re: Gsc ms prop/paulson swap

Leaves us a lot shorter-did we take off anything else?

--=—- Original Message -----—

From: Sparks, Daniel L

To: Cohn, Gary (EO 85B30); Montag, Tom; Mullen, Donald
Sent: Tue Aug 07 18:13:04 2007

Subject: Gsc ms prop/paulson swap

Done. We will recognize positive $37mm, but market ran hard on us today so overall
department revenue will be down.

1.085 billion gsc cdo super senior sold

Permanent Subcommittee on Investigations : 7

Wall Street & The Financial Crisis o
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From: Sparks, Daniel L .
Sent: Monday, August 20, 2007 9:10 AM
To: Montag, Tom

Subject: RE: loans

We-are planning to-continueto-playoffense:The big focus has been-var,-and how tocut-But the-agreement-wasnotto—
 trade to manipulate var only, trade to do what we think is smart. The var numbers greatly overstate the shorts, and we
did some calculations last week that say we are long. Discussions on the up the quality trade ( top cap stack and top
quality collateral) were had in various times with don, gary and bill. We aren't going crazy with it, just being opportunistic.
Before we get large, we are going to lay out strategy for the four of you.

From: Montag, Tom

Sent: Monday, August 20, 2007 9:03 AM
To: Sparks, Daniel L

Subject: RE: foans

=== Redacted by the Permanent

we should reduce some basis IMO Subcommittee on Investigations

who did you go through it with

From: Sparks, Daniel L

Sent: Monday, August 20, 2007 9:02 AM
" Ta: Montag, Tom

Subject: RE: loans

As a overall business, we're not short AAA’s anymore. We are putting on the long index (mosﬂy AAA)/short single
name mezz trade on. We went through it with a bunch of people last week and should walk you through it today.
Nestor has been reluctantly covering and has about 500 aaa to go and we are having high energy discussion on it.

From: Montag, Tom .
Sent: - - Monday, August 20, 2007 8:57 AM
To: Sparks, Daniel L

_Subject: RE: (i loans

heavily isnt the half of it--we have bought back 4 - 5 billion and still short

From: Sparks, Daniel L

Sent: Monday, August 20, 2007 8:56 AM
To: Sparks, Danlel L; Montag, Tom
Subject: RE: (P loans

And loan books had been heavily net short (still are some - especially nestor in alt a) and | have been forcing
them to cover over the past 2 weeks

From: Sparks, Daniel L

Sent: Monday, August 20, 2007 8:55 AM
To: Montag, Tom

Subject: RE: loans

Abx for spread, whatever the appropriate thing (probably 2 yrs) for rates

From: Montag, Tom

Sent: Monday, August 20, 2007 8:54 AM
To: Sparks, Daniel L

Subject: RE: (il loans

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis YaAY
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From: Swenson, Michael

Sent: Tuesday, August 14, 2007 10:31 PM

To: Mullen, Donald; Sparks, Daniel L; Salame, Pablo

Cc: Lehman, David A.; Brafman, Lester R; Swenson, Michael
Subiject: FW: ABS Summary for Week Ended August 10th

Nothing new - extremely quiet over the past couple of days considering all of the issues
surrounding the sector.

Top of the capital structure is where all the action is. AAAs are extremely cheap want to
scale into a large long timing is the real issue with all that is going on in the CP
market.

1) Current Désk Position Summary:
e RMBS Single-As - net short $1.0bb 100% in single—name CDS
e RMBS BBB/BBB- - net short $3.5bb (80% in single-name CDS - 60% in 2005 vintage)
s Correlation Desk - net short $0.4bb of ABX 06-1 BBB and BBB-

e Mortgage Department ABX net falt AAAs

2) Week Ended August 1l4th

Total ABX Indices by Rating Bought this week:

AAA $3, 840mm
AR 250
A . 75
BBB 0
BBB- 42
Total 4,207mm

ABS and Correlation Desk Net ABX Risk Change on the Week:

AAA .+ 435mm
AR + 85mm
A - 2 6mm
BBB - 65mm
BBB— - 11lmm
Total + 428mm

Total Mortgage Dept Net ABX Risk Change on the Week:

AAR +3, 900mm
AA + 110mm
A + 19mm
BBB - 55mm
BBB- - 11lmm
Total +3, 963mm

Permanent Subcommittee on Investigations
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From: Bimbaum, Josh o ' :

Sent: Sunday, August 19, 2007 11:48 PM :

To:

Lehman, David A.; Montag, Tom A .
Cc: - Sparks, Daniel L; Mullen, Donald; Swenson, Michael; Finck, Gi %
Subject: RE: Mtg Department Weekly Update E

On the AAA outperformance question, I think AAAs would have performed similarly without
our adding. -Given the remote likelihood of loss on "real" RMBS AAAs (i.e. not AAA CDOs),
trading around 90 is mostly a liquidity trade and last week's injection of liquidity
should have been particularly constructive for AAAs. Of note, we saw AAA buying from
relatively conservative accounts not normally involved in outright strategies (III, for
example) . .

————— Original Message———--

From: Lehman, David A.

Sent: Sunday, August 18, 2007 9:23 PM

To: Montag, Tom i )

Cc: Sparks, Daniel L; Mullen, Donald; Swenson, Michael; Finck, Greg; Birnbaum, Josh
Subject: Re: Mtg Department Weekly Update

Going back to your previous question - Net/net the department is long 600ish mm ABX AAAs
(short the seasoned 06-1, long the newer 07-1 index)

Swenny or Birnbaum can speak to your question re: AAA ABX px action

Wrt correlation, just the super senior RMBS trades (40-100% or 50-100% of BBB/BBB-
subprime portfolios) were impacted

The desk is currenty evaluating the right parameter for the cmbs super senior shorts but
we have not had as much observability as we have had in rmbs

e = Redacted by the Permanent
Subcommittee on Investigations

David A. Lehman

Goldman, Sachs & Co.

85 Broad Street | New York, NY 10004

Tel: 212-902-2927 | Fax: 212-902-1691 | Mob: 917-4iEEES
e-mail: david.lehman@gs.com

————— -Original Message —----

From: Montag, Tom

To: Lehman, David A.

Sent: Sun Aug 19 20:42:07 2007

Subject: Re: Mtg Department Weekly Update

How much of aaa outperforming was us buying?
What assets were affected by correlation change?
————— Original Message -———-

From: Lehman, David A.

To: Montag, Tom

Cc: Mullen, Donald; Sparks, Daniel L; Swenson, Michael; Finck, Greg
Sent: Sun Aug 19 19:20:36 2007

ZO

Confidential Treatment Requested by Goldman Sachs GS MBS-E-010681647
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Subject: RE: Mtg Department Weekly Update
Got it .

Of the ~1.6bb AAA ABX bot I believe 900mm was SPG trading getting longer and 700mm was
short covering in books (Alt A, Hybrids)

I don’t have the current AAA ABX position @ the dept level in front of me but will get it
and circle back

From: Montag, Tom

Sent: Sunday, August 19, 2007 7:11 PM

To: Lehman, David A.

Subject: Re: Mtg Department Weekly Update

I saw thé change. I wondered if that covewred risk or took us long. Understand net is same
we are longer

————— Original Message —-———-

From: Leéhman, David A.

To: Montag, Tom

Cc: Sparks, Daniel L; Mullen, Donald; Swenson, Michael; Finck, Greg
Sent: Sun Aug 19 19:07:36 2007

Subject: RE: Mtg Department Weekly Update

Added Finck, he can speak to your first question re: Fixed Agcy

On your second question, the dept net added subrprlme risk via ABX and reduced risk in AAA
CMBS (TRS and AAA CMBX)

The dept net added risk via ABX @ across the curve but predominantly @ the AAA level
{(below from Swenny)

Mortgage Dept Net ABX Change on the Week

AAA +1, 580mm
AA + 115
A + 50
BBB + 155
BBB- + 100
Total +2, 000rmm

On the CMBS side the dept reduced 1lbb of AAA risk which was the desk selling down a
natural long (i.e. from long lbb to flat) ’

————— Original Message-----

From: Montag, Tom

Sent: Sunday, August 19, 2007 6:50 PM

To: Lehman, David A.

Subject: Re: Mtg Department Weekly Update

Fixed agency. Are we trying to get down? What did we buy?

How much did whole dept reduce risk this week? Was it all indices again or did we
actually cover aby shorts?

————— Original Message ——-——-

From: Lehman, David A.

To: Montag, Tom; Sparks, Daniel L; Mullen, Donald; Salame, Pablo
Cc: Swenson, Michael; Finck, Greg

Sent: Sun Aug 19 17:03:46 2007

Subject: Mtg Department Weekly Update

Confidential Treatment Requested by Goldman Sachs : GS MBS-E-010681648
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Resi Mortgage Update (Finck)

Mortgage Derivatives

* Remains most stable and orderly Resi mortgage market

* Flows are healthy: JPMIM selling ~1B Inverse IO, Countrywide selling 600mm PO, otherwise
insignificant )

* Better demand for levered, non-balance-sheet-intensive positions (IOs, Inverse 10s)

* P&l on week: +5500k

* Hedges: Pass-throughs, Swaps

Fixed Agency/Prime
* Spreads continue to widen under selling pressure (AAA super-senior Pass—-throughs now
1-24 back from FNMA)

- Dealers (particularly Countrywide) are overloaded and dumping bonds into any
available bid ]

- Only 2-3 active street bidders: most dealers are passing on everything
* Decent two-way flows: Sold roughly $1B CMOs on week, and bought approximately $700mm
* pP¢l on Week: —-10mm on spread widening: Making money trading, but losing more money on
positions mark-downs in widening
* Position size (Secondary, New issue, and Loans): ~ $6B
* Hedges: Predominantly Agency Pass—-throughs, with some swaps

Hybrid Agency/Prime

* Very heavy selling. Bid $10B-$15B on the week mostly out of Reits (Thornburg, KKR, FBR) -
* Spreads continue to push wider on supply pressure (AAA Libor Floaters now L+100)

* Bought and sold over $2B. Developing good supply/demand balance with large money
managers becoming big buyers :

* PgL on Week: -$15mm :

* pPosition Size (Secondary / Loans): ~$4B

* Hedges: ~500mm ABX (down from over $1B), Agency Pass-throughs, and Swaps

* Very light origination volumes: less than $500mm on week
* Significant widening in AAAs, both Fixed and ARMs ) .
- Super-Senior AAA pass-throughs widened a point on week from FNMA: now back 3-24
(3pts wider over month)
- AAA Hybrids also much wider: 25+bps on week
* PpgL on week (ex Residual writedown): +10mm on ABX widening
* Position Size: ~500mm loans
* Hedges: Short $1B ABX AAAs. Covered back 500+mm ABX on week, need to cover more

Subprime/Scratch and Dent

* Very quiet with essentially no new origination
- we continue to work on Cbass portfolio for potential buy opportunity
- also, working on new deal with HSBC loans: weak investor interest

* Pg§L on Week: 7mm (ABX widening)

* $1.3B ABX short vs $1B Subprime and 600mm S&D position

ABS Summary (Swenson)
1) Closing Price and Changes for the week ended ABX 07-1:

Weekly Change

ARA 91-00 +1.5pts
AA 67-00 -3.0pts
A 45-00 -3.5pts
BBB  35-00 -3.5pts
BBB- 33-16 -3.5pts

=

Sy
e
~
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2) General Color

* . Market was up as much as 6 or 7 points post Fed announcement this morning. Market
came off the highs as fast money faded the rally with the market closing up 2 points on
average

* Further liquidations from real money accounts facing redemptions. Multiple billions
of AAA and AA home equity out for bid with roughly two-thirds trading

* Moody's downgraded 84% of the second lien universe including 78 AAA bonds, likely to
trigger numerous forced sales . '

* S5&P downgraded 158 Alt-A deals that had been previously on watch

3) Current SPG Trading Desk Position Summary:

* RMBS AAA - long $2.2bb

* RMBS AA - long $1.0bb

* RMBS Single-As - net short $0.8bb 100% in single-name CDS

* RMBS BBB/BBB- - net short $3.5bb (80% in single-name CD3 - 60% in 2005 vintage)

4) August 13th - 17th
Total ABX Indices by Rating Bought this week:

AAA $1,580mm

AA 180
A 175
BBB 180
BBB- 282
Total $2,397mm

ABS and Correlation Desk Net ABX Risk Change on the Week:

AAR + 865mm
AN + 115
A + 50
BBB + 155
BBB- + 100
Total +1,285mm

Mortgage Dept Net ABX Change on the Week

AAA +1, 580mm
AA + 115
A + 50
BBB + 155
BBB- + 100
Total +2, 000mm

CMBS (Lehman).
Summary

* Continued mezzanine underperformance - AAAs finally managed to rally, with both cash
and CDS spreads 5 tighter on the week while AA/A/BBBs were off 30 bps (2 pts) and BBs were

4

7 . ,
[ACH
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unched

* Real and fast $ now putting cash to work @ the AAA level, with the market trading a
bit short in the on-the-run names - BlackRock has been the largest buyer

* Desk cmbs risk - Overall very close to home - small long in AAAs/AAs, short As,
small long BBBs/BBB-s, and short BBs

* CMBS Trading sold ~1l+bb of AAA risk into the rally this week to take position from
long ~lmm/bp to 200k/bp flat

* AA through BB CMBS risk did not change materially wk/wk across CMBS Trading OR
Correlation

Mkt moves week/week

* 10yr AAA cash CMBS spds 5 tighter on the week @ S+65 bps middle
AA OTR CMBX spds were 30bps wider (~2pts) to 175 middle

A OTR CMBX spds were 30bps wider (~2pts) to 270 middle

BBB OTR CMBX spds were 30bps wider (~2pts) to 515 middle

BBB- OTR CMBX spds were 30bps wider (~2pts) to 630 middle

BB OTR CMBX spds were unched @ 975 middle

ok o+ *

Customer Flows

* AAA flow was better to buy, particularly on Friday after the Fed discount rate move,
with real and levered $ involved and adding risk — mkt trading in a 10 bp range on the
week and closed @ the tights (5 tighter wk/wk)

* Not a lot of conviction down in credit - Market was 40 wider on Thursday and 40
tighter on Friday, with the Street largely playing defense and flows overall better for
sale - the "easy" trade is to buy protection and we are seeing that across the board.

* Most of the flow is new shorts being added to the market a opposed to longs
capitulating, and the Street just does not want to position any risk in the context of the

last print

Current Risk 'and wk/wk change

* AAAs - Desk long risk 186k/bp in the CMBS trading book. Wk/wk cmbs trading sold
700k/bp in risk while correlation risk was +/- unched

* AAs - Desk long risk 125k/bp via CDS, position entirely in CMBS- trading - Wk/Wk this
position is unched

* As - Desk short risk 250k/bp in 2005 and newer vintdges - cmbs trading short 75k/bp
and correlation short 175k/bp -No significant risk change wk/wk in CMBS Trading or.
Correlation

* BBBs/BBB-s - Desk long risk 150k/bp in 2005 and newer vintages - cmbs tradlng long

350k/bp and correlation short 200k/bp - No significant risk change wk/wk in CMBS Trading
or Correlation '

* BBs - Desk short risk 290k/bp in 2005 and newer vintages, with both correlation and
cmbs trading short - Wk/wk this position unched

CDOs {(Lehman)

* Desk was able to short 100+m notional on the week

* Sold one cash "A" and bought protection from two different counterparties @ the

"AA" and "A" level

* Flows largely from hedge funds and fast money desks covering short risk positions -
we still have not seen a lot of new longs in the market

* First time in 6+ weeks we have seen decent trading activity’

* Market continues to be dislocated with few dealers making markets and nobody looking

to get long risk

7
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From: Avanessians, Armen

Sent: Monday, July 30, 2007 6:06 PM

To: Broderick, Craig

Subject: FW: Some important questions about AAA subprime-- pis advise as to who can answer--

Fyi, thought you'd be interested as well..

" == Redacted !)y the Permanent
Subcommittee on Investigations

————— Original Message—————

From: Brazil, Alan

Sent: Monday, July 30, 2007 6:03 PM
To: Avanessians, Armen

Subject: FW: Some important questions about AAA subprime-- pls advise as to who can
answer--

Fyi, thought you would be interested. The questions was raised by rosenblum below.
————— Original Message————-

From: Brazil, Alan

Sent: Monday, July 30, 2007 8:47 AM .

To: Rosenblum, David J.; Raz, Shlomi; Bohra, Bunty; Wiesel, Elisha

Cc: Sobel, Jonathan

Subject: RE: Some important questions about AAA subprime--— pls advise as to-who can
answer--

Well, as is becoming clearer to the market is that the subprime issue is really a triple-a
issue, either directly as a aaa subprime or indirectly in a aaa cdo. As a rough guide,
over 90% of a subprime deal are in aaas. And the main strategy for these triple-as is
leverage, aka, bsam. And once you start downgrading bbb/bbb- you will ultimately be start
downgrading aaas. And, in my view, that is significant escalation of the subprime
meltdown.

1 and 2. sivs, or siv lites, these are the abs comical paper programs. These are
structured vehicles that own highly rated assets, typically aaa, and finance it through
commercial paper and medium term notes. Typically the leverage is 10 to 1, but can be as
high as 20 to 1. It has two features, one is a backup line of credit from a sponsoring
bank, and a mark-to-market threshold. There are three events that would dump assets into
the market. ,

A. Mark-to-market. In the event of mark that wipes out the capital plus a margin, the deal
needs to unwound. In this event, the sponsoring bank would step in an finance the assets
until they are sold.

B. Downgrade. The other problem for these vehicles downgrades. In this case, they would
need to sell the downgraded assets or come up with more capital.

C. Liquidity. If they vehicle cannot fund itself in the commercial paper market, it will
need to sell assets, since the sponsoring bank's line of credit is limited.

Clearly, the most immediate problem that the sivs are now facing is liquidity. The
commercial paper market is starting to tier based on subprime exposure. (I am adding jon
to the list, since the money market world reports to him).

I would be watching for tiering and failed auctions. In terms of siv or siv lites, the
latter are the most vulnerable, since they were a recent innovation, and have a large
exposure to the sector.

3. SENEEEEEEENN®. 7 problem that will ultimately dwarf their @P problem. They own aaa
subprime with about 2.5 to 3% capital against. However, the market is more focused on them
as a potential beneficiary of the subprime problem, see stock price. Both provide clues
to their mark-to-market hits, and as subprime aaas go south, the extent of the problem
will become clearer. :

4. Monolines. Big problem with subprime/cdo. For example. ACA, has 10 billion of

Permanent Subcommittee on Investigations
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super/senior mez cdo exposure that was originated in 2006-2007, think dollar price 60 to
80, and a mark-to-market loss of 2 to 4 billion. Unfortunately, they have only 400 mm of
capital. Others are in better condition, either more capital or better assets. For
example, @ -s 14 billion of super/senior exposure, of which 12 billion is high grade
cdos (avg att 14%) , and 2 billion is mez cdo( avg att 36%) . Not sure of market for hg ss
in cdo, but lets me optimistic and say 90. And lets be optimistic and say 70 on the mez.
So, mark-to market hit of 1.5 pillion or so. Oh and by the way they have 42 billion of
cmbs aaa exposure.

However, these are not mark-to-market institution but rather mark to model and ratings..
So,only a big problem when the rating agencies start downgrading, which they will, and
soon. In that scenario, they will need to come into the market to get more capital, and
that will be an issue.

Bigger problem with the industry, I think, is alt-a. Many of the monolines avoided the
subprime mess directly. Instead, they moved into alt-a, and that sector is started to
follow subprime, which it should, driven by housing price declines.

5. . not sure how to help. Investors who have talked to them say they are "comfortable
with their marks", of course they still have first Franklyn at 1.5 billion, the price they
paid for it. :

6. .I‘ Difficult to sort out, lots of wrapping by corp parent, but it was a problem at the
ada level, ask fannie. I am looking at mh as we speak, so I can give you a little more
info.

Also, the banks are the hidden players in all this at the aaa level., Not only were they
the sponsor of many of the sivs, but they also had a large securitized lending business
using aaas as collateral. '

over all, I think the aaa problem, as was brought up by the ny times this Sunday, is the
main issue. And it slowly becoming the focus of the market. At its heart, the main shoe to
fall will be when the rating agencies downgrade to.the aaa level. I don’'t see as they have
much of a choice. Mez aaa cdo trade in the 20 and 30s cannot be overlooked even by the ‘
agencies.

alan

- emeemmn = Redacted by the Permanent
Subcommitgee on Investigations |-

————— Original Message—————

From: Rosenblum, David J.

Sent: Monday, July 30, 2007 8:04 AM
To: Raz, Shlomi; Bohra, Bunty; Brazil, Alan; Wiesel, Elisha

Subject: FW: Some important questions about AAA subprime-- pls advise as to who can
answer-- :

perhaps one of the four of you can dig in here?
would be very helpful

thanks

————— Original Message—-————

From: Rosenblum, David J.

Sent: Monday, July 30, 2007 7:21 AM

To: Rosenblum, David J.; Kamilla, Rajiv; Egol, Jonathan; Swenson, Michael; Sparks, Daniel
L

Cc: Roberts, William; Gmelich, Justin; Mullen, Donald; Rosenblum, Steven

Subject: RE: Some important questions about AAA subprime-- pls advise as to who can
answer--

also, .-— what is happening pls?

s
é"
[
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————— Original Message-——--

From: Rosenblum, David J.

Sent: Sunday, July 29, 2007 7:46 PM

To: Kamilla, Rajiv; Egol, Jonathan; Wiesel, Elisha; Swenson, Michael; Sparks, Daniel L
Cc: Roberts, William; Hickey, Steve; Tse, Irene; Varadhan, Ashok; Gmelich, Justin; Sobel,
Jonathan; Mullen, Donald; Rosenblum, Steven

Subject: Some important questions about AAA subprime-— pls advise as to who can answer--

Rajiv, Jonathan, Swennie, Sparks, Elisha,
out of a number of conversations with various people this weekend-- these questions:

1. SIVs-- what to watch for, impact of 95 dollar price rmbs AAAs, implications of
unwinding through asset sales, and also if their ABCP/MTN are affected 2. ABCP facilities
for ABS CDOs-- what causes problems here (, and what are the implications of backstops
getting hit 3. RSN - inplications of @B holdings-- are they forced sellers
at a price of downgrade level?

4. Monolines-- what should we look for?

5. UMMM - this was the largest abs cdo shop on the planet, and they haven't said
a word about any problems-— anyone know what is happening here?

6. dbonds in late 90s and early 2000s-- did AAAs get downgraded on a lot of
those? What is risk of AAA RMBS getting downgraded and when do you think timing could be
like on that. '

Any answers much much appreciated.

David J. Rosenblum

Managing Director )
Structured Credit = Redacted by the I’ermall.tnt.

i tigations
Goldman, Sachs & Co. Subcommittee on Investig
(Work) 212-802-6941
(Mob) 917-

(Fax) 212-256-5819

Confidential Treatment Requested by Goldman Sachs ' GS MBS-E-01006018¢&



Footnote Exhibits - Page 3716

From: Montég. Tom

Sent: Tuesday, August 14, 2007 3:18 PM
To: Cohn, Gary (EO 85B30); Viniar, David
Subject: Fw: Post

We will not be going long billions. Lots of risk to clean up first imo

————— Original Message —-—-—--—"

From: Sparks, Daniel L ,

To: Montag, Tom; Mullen, Donald; Cohn, Gary (EO 85B30); Viniar, David; O'Neill, Tim (FIN
85B030); Winkelried, Jon (EO 85B30)

Sent: Tue Aug 14 10:38:22 2007

Subject: Post

(1) Mortgage CDO market has continued to be hammered with combination of the large

. downward move in subprime RMBS, rating agencies action, and no liquidity. For example, our
market for the Timberwolf A2 (mezz AAA) that we marked at the end of May at 80 is now
15/25. Mortgage CDOs are so geared that many tranches are priced to IO value, and it's not
just liquidity - there are fundamental cashflow issues.

(2) AAA ABX and RMBS may be the best opportunity to make a bunch of money. The losses
implied from the ABX trading levels seem way too high (over 30% cum losses). We've been
covering, but we will likely come to you soon and say we'd like to get long billions - and
we'd stay short BBBish part. The potential for large liquidations may continue to put
technical pressure on, but once it stops AAA should perform strongly.

(3) Platforms are interesting out there, but even the good ones are really struggling and
the trades are hard. The question is, what capabilities are we really getting, and at what
price. We continue to look hard.

(4) Liquidity - we are focused on making an adjustment to our bid offer reserves for
synthetics to reflect how bad liquidity is, and we are working with controllers on it.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis 1{, R
Report Footnote #1812 C-
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From: Winkelried, Jon (EO 85B30)

Sent: Tuesday, August 21, 2007 1:07 AM

To: Sparks, Daniel L; Cohn, Gary (EO 85B30); Viniar, David; Montag, Tom; Mullen, Donaid
Subject: RE: Big Opportunity

Clearly and opportuntiy aithough we need to control what we stockpile before we sell. Need velocity thru the system. If
things turn south again difficult to finance as we have seen.

- enmmem = Redacted by the Permanent
From: Sparks, Daniel L ) ] Subcommittee on Investigations
Sent: Monday, August 20, 2007 3:15 PM
To: Cohn, Gary; Viniar, David; Winkelried, Jon; Montag, Tom; Mullen, Donald
Subject: Big Opportunity

We are seeing large liquidations - we bought $350mm AAA subprime RMBS from (NS S|V unwinds today
with prices ranging from 77 to 94 (depending on the bond specifics) - these levels price cumulative losses around 35%
while ABX BBB- price cum losses in the low-to-mid teens. This is liquidity, fear and technically driven. We are also
getting frequent calls from originators who need to sell loans - most recent is $10BB from .

We think it is now time to start using balance sheet and it is a unique opportunity with real upside - specifically for AAA
RMBS. We've sold over $100mm of what we bought today - most up1-2 points.

That's a great trade - buy and flip up 1-2 points, however, we're not always going to be able to that - and there's the
opportunity for us to make 5-10+ points if we have a longer term hold.

| spoke with Don and Tom this morning, and we are going to come back to them with a specific plan describing the
opportunity and parameters (including funding and risk) relating to buying billions.

This is consistent with our view that the AAA ABX index is a great opportunity and we continue to like it.

Permanent Subcommittee on Investigations

_Wall Street & The Financial Crisis -7 s v

Report Footnote #1814
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From: Birnbaum, Josh
Sent: Tuesday, August 21, 2007 2:07 PM
To: Montag, Tom; Mullen, Donald; Sparks, Daniel L; Swenson, Michael; Lehman, David A.
Subject: For 2pm meeting :
~ABS Qutline

- Graph #1: Mortgage Dept Position history™**

- Currently short $4BIn notional BBB/BBB-s, $2BIn notional single As, flat AAAs.

- We are long 13.5 Bln BBB/BBB- 10, which effectively reduces our short to $2.5 to $3.0 Bin in BBB/BBB-

- Over the last month we have been covering shorts in BBB index and putting into Correlation book (which has been
getting shorter)

*** Department-wide Notionals. RMBS only. Excludes Cash, Correlation.

- Graph #2: ABX price vs collateral loss

- At current dollar prices, the implied losses at the AAA level are 2.5x higher than the implied losses at the BBB level
where we have our shorts (the ratio is even cheaper for cash due to technicals). If AAAs were priced consistent with
BBB implied loss levels, they would be trading 5-10pts higher in synthetics and 10-15pts highér in cash.

- We would like to be opportunistic buyers of up to $10BIn subprime AAAs in either cash or synthetic (ABX) form
and run that long against our mezzanine subprime shorts. Mortgage dept VAR would be reduced by $75mm and
Firmwide VAR would be reduced by $25mm

Trading Strategy:

We plan to continue to opportunistically cover shorts in BBB/BBB- index (single names are 10-15pts rich to index) and
add longs at the AAA level.

*

Permanent Subcommittee on Investigations
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From: Montag, Tom

Sent: Tuesday, August 21, 2007 9:53 AM

To: Bimbaum, Josh

Cc: Mullen, Donald; Sparks, Daniel L

Subject: Re: Potential large subprime trade and impact on Firmwide VAR

Fyi. I think it would be much better for all concerned that we all discuss this and any
strategy and have agreemnt before we go to the presidents and cfo

Secondly I think we should be reducing our basis trades to reduce var as is
Let's sit down

————— Original Message ————-

From: Birnbaum, Josh

To: Montag, Tom; Mullen, Donald; Cohn, Gary (EO 85B30); Winkelried, Jon (EO 85B30);
Viniar, David; McMahon, Bill; Sherwood, Michael S; Salame, Pablo

Cc: Sparks, Daniel L; Swenson, Michael; Lehman, David A.; Birnbaum, Josh

Sent: Tue Aug 21 09:30:37 2007

Subject: Potential large subprime trade and impact on Firmwide VAR

- The mortgage department thinks there is currently an extraordinary opportunity for those
with dry powder to add AAA subprime risk in either cash or synthetic form.

- We would like to be opportunistic buyers of up to $10Bln subprime AAAs in either cash or
synthetic (ABX) form and run that long against our $3.5Bln in mezzanine subprime shorts.

- Mortgage dept VAR would be reduced by $75mm and Firmwide VAR would be reduced by $25mm.
- At current dollar prices, the implied losses at the AAA level are 2.5x higher than the
implied losses at the BBB level where we have our shorts (the ratio is even cheaper for
cash due to technicals). If AAAs were priced consistent with BBEB implied loss levels,
they would be trading 5-10pts higher in synthetics and 10-15pts higher in cash.

- On the supply side, we think we can source these assets from SIVs, 3IvV-~lites, ABCP
Conduits, Sec Lenders, total return accounts. .

- On the demand side, we plan to share this trade quietly with selected risk partners. We
began doing so yesterday when we sold 1/3 of the AAAs purchased off the NN list to

, and 100% of the AARAs from (R to (NN 2nd GREER

- — = Redacted by the Permanent
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From: Birnbaum, Josh

Sent: Tuesday, August 21, 2007 10:12 AM

To: McMahon, Bill

Cc: Swenson, Michael; Sparks, Daniel L

Subiject: RE: Potential large subprime trade and impact on Firmwide VAR

We have the 13.5BIn 10 which makes us less short by $1-1.5 Bin and we are running a long in AAAs, AAs right now. The
shorts are very rich to where we can cover risk in index and up the capital structure.

From: McMahon, Bill

Sent: Tuesday, August 21, 2007 9:59 AM

To: Birnbaum, Josh

Subject: RE: Potential large subprime trade and impact on Firmwide VAR

What are we holding against the 3.5b mezz shorts right now? Why don't we just cover the shorts?

From: Birnbaum, Josh )

Sent: Tuesday, August 21, 2007 9:31 AM : )

To: . ' Montag, Tom; Multen, Danald; Cohn, Gary (EO 85B30); Winkelried, Jon (EO 85830); Viniar, David; McMahon, Bill;
Sherwood, Michael S; Salame, Pablo .

Cc: Sparks, Daniel L; Swenson, Michael; tehman, David A.; Birbaum, Josh

Subject: Potential large subprime trade and impact an Firmwide VAR

- The mortgage department thinks there is currently an extraordinary opportunity for those with dry powder to add
AAA subprime risk in either cash or synthetic form.

- We would like to be opportunistic buyers of up to $10BIn subprime AAAs in either cash or synthetic (ABX)
form and run that long against our $3.5BIn in mezzanine subprime shorts.

- Mortgage dept VAR would be reduced by $75mm and Firmwide VAR would be reduced by $25mm.

- At current dollar prices, the implied losses at the AAA level are 2.5x higher than the implied losses at the BBB
level where we have our shorts {the ratio is even cheaper for cash due to technicals). If AAAs were priced
consistent with BBB implied loss levels, they would be trading 5-10pts higher in synthetics and 10-15pts higher in
cash.

- On the supply side, we think we can source these assets from SIVs, SIV-lites, ABCP Conduits, Sec Lenders,
total return accounts. ’ .

- On the demand side, we plan to share this trade quietly with selected risk partners. We began doing so
yesterday when we sold 1/3 of the AAAs purchased off the S (st to GNJRENENEES, and 100% of the AAAs
from to R and '

- eommenm = Redacted by the Permanent
Subcommittee on Investigations

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis o .
Report Footnote #1818 L~
GS MBS-E-01260687¢

Confidential Treatment Requested by Goldma



Footnote Exhibits - Page 3721

From: McMahan, Bill

Sent: Wednesday, August 15, 2007 2:08 PM
To: Cohn, Gary (EO 85830)

Cc: Viniar, David

Subject: RE: Trading VaR $165mm

The volatilities and correlations among our assets are really driving the swings in var
right now. Robert Berry sent out a note last night indicating that the sensitivity of our
var models to correlations suggests that the var can swing between 140 and 160 without any
changes in the complexion of our trading books - essentially, it is noise. The only
solution is to reduce the size of the books, which is what we are working on with
mortgages and credit trading. In credit trading, in Ram's book, we are long 1.1 dvO0l by
short 3.4 dv0l. He is reducing his short by 550 dv0l today ({in monolines, brokers and IG
index), and we are trying to figure out how much of his remaining short he needs against
other commitments he has which ARE NOT showing up on his long side. Don and I are meeting
with the mortgage guys today, and will share with you the plan in that book after its is
finalized.

————— Original Message—--—-——-

From: Cohn, Gary (EO 85B30)

Sent: Wednesday, August 15, 2007 1:43 PM :

To: Dinias, Michael; Viniar, David; Montag, Tom; Sherwood, Michael S; Broderick, Craig;
Berry, Robert; Mullen, Donald; Sparks, Daniel L; McMahon, Bill; Petersen, Bruce; Wilson,
Edward .

Subject: Re: Trading VaR $165mm

There is no room for debate - we must get down now

————— Original Message ————-

From: Dinias, Michael

To: Viniar, David; Cohn, Gary; Montag, Tom; Shetwood, Michael S; Broderick, Craig; Berry,
Robert; Mullen, Donald; Sparks, Daniel L; McMahon, Bill; Petersen, Bruce; Wilson, Edward
(ED, 1NYP/042) -
Sent: Wed Aug 15 13:41:22 2007

Subject: Trading VaR $165mm

Tradihg VaR increased $16mm, from $149mm to $165mm, versus $150mm limit.

Mortgage VaR increased $1l4mm, from $96mm to $110mm. Mortgage risk increase was driven
almost entirely from wider spreads/markdowns on ABS CDOs.

Credit Trading VaR /iy
Credit Origination VaR Ny

Interest Rate Product VaR now stands at (SN

- emmmmnn = Redacted by the Permanent
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From: Cohn, Gary

Sent: Saturday, July 21, 2007 12:32 PM
To: Blankfein, Lioyd
Subject: Fw: Mortgages Estimate

————— Original Message --—--—-—

From: Sparks, Daniel L

To: Mullen, Donald; Montag, Tom; Viniar, David; Cohn, Gary; Salame, Pablo
Sent: Sat Jul 21 08:33:39 2007

Subject: FW: Mortgages Estimate

The combination of our large AAA ABX index shorts and the relatively new volatility in the
APA part of the index will result in much larger daily swings in P&L both ways - like
Thursday when we were down $50mm mid-day but ended flat, and Friday where about half of
the P&L was from the AAA index short. Much of the shorts are hedges for loans and some

" senior AAA CDOs (basis risk), but there is also a large net short that we are chipping
away to cover - it will take time as liquidity is tough.

From: Bin, Ki-Jun

Sent: Friday, July 20, 2007 6:02 PM
To: ficc-eod
Subject: Mortgages Estimate

- muemn = Redacted by the Permanent
Subcommittee on Investigations

FICC Mortgages - Daily P&L Estimate

I. SUMMARY
TOTAL

Structured Products -+ 71,410,000

- Resi Prime/Mtg Derivs (375,000)

- Resi Credit 25,200,000

- CRE LT

- ABS L&F

- SPG Trading 64,000,000
© - CDO / CLO (22,000,000)

- Other Structure Products -
Europe 1,225,000
Other (Advisory, PFG, Managers/Other) -
MORTGAGES 72,635,000
Mortgages WTD 102,262,015
Mortgages MTD 32,535,380
II. DETAIL

Business Strategy Desk Daily Total Comments

STRUCTURED PRODUCTS

Mortgage Derivative -
Agency Derivatives -
Whole Loan Derivs -
MSR -

Rgsidential Prime . (375,000)

1
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FHA/VA - Primary -

FHA/VA - Secondary -

Prime Hybrid - Primary 1,500,000 ABX

Prime Hybrid - Secondary (1,750,000) non-agency spreads wider
Agency Hybrid -

Prime Fixed -

Agency CMO - Primary (125, 000)

Agency CMO - Secondary -

Residential Credit 25,200,000
Scratch and Dent 4,500,000 ABX widening
Subprime 13,000,000 ABX widening
Alt-A 14,700,000 ABX widening
2nd Liens ) -

Subs (7,000,000) Spreads Wider —— =

Residuals Scratch & Dent P : - Redacted by the Permanent
Residuals Subprime -
Residuals Alt-A
Residuals 2nd Liens

Subcommittee on Investigations

CRE Loan Trading

L
Fixed Large Loan
Floater Large Loan S
Fixed Conduit . )
Transitional Loans (] )
CRE CDO -

-l

-

-

ABS Loans & Finance
' Consumer
Commercial
Europe
Warehouse

SPG Trading 64,000,000
' CMBS Trading {5,000,000) CMBS CDS
CRE CDO
ABS Trading 57,000,000 ABS CDS
Property Derivatives
Correlation 12,000,000 ABS CDS, CMBS CDS

CDO/CLO (22,000,000)
ABS / MBS CDO (22,000,000) - Reserve
GSI SP Credit Warehouse -
Us CLO -
EURO CLO . -
CRE CDO - ‘
Retained Principal Positions -

Tax Related Securities -
Non-economic residuals -
Economic residuals

Warehouse Lending -
Residential -
Commercial -
Asset Backed -

Syndicate -
ABS. ) -
CMBS -
CDO -
RMBS ' -

Other -

17 L - L
7 G - - ~
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Total Structured Products
EUROPE
Acquisition Finance
’ Syndicate
Trading
European. CMBS
: Syndicate
Trading
Total Europe
Total Advisory
Total PFG JV

Total Manager's Account / Other

71,410,000

—

1,225,000

Goldman, Sachs & Co.

180 Maiden Lane | New York, NY 10038

Tel: 212-357-7385
e-mail: ki-jun.bin@gs.com

Ki-Jun Bin
Finance Division
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From: Salem, Deeb

Sent: Thursday, August 09, 2007 8:22 AM
To: Birnbaum, Josh

Subiject: RE:

of course...genevieve was actually forced to revise her estimate to be down less after teh
email went out...after dan talked to her

From: Birnbaum, Josh

Sent: Thursday, August 09, 2007 8:19 AM
To: Salem, Deeb

Subject: RE:

I'm sure AAA ABX is being blamed as the reason the dept was down 100 yest.

From: Salem, Deeb
Sent: Thursday, August 09, 2007 8:17 AM
To: Birnbaum, Josh
Subject: RE:
david and clay. was gonna do more with clay but then the street offer came down late
afternoon
From: Bimbaum, Josh
Sent: Thursday, August 09, 2007 8:17 AM
To: Salem, Deeb
Subject: RE:
To david?
From: Salem, Deeb
Sent: Thursday, August 09, 2007 8:16 AM
To: Birnbaum, Josh
Subject: RE:

sold 200mm internally yesterday at 98-28

From: Birnbaum, Josh

Sent: Thursday, August 09, 2007 8:16 AM
To: Salem, Deeb

Subject: RE:

Hopefully we get some more triples

From: Salem, Deeb

Sent: Thursday, August 09, 2007 8:15 AM
To: Birnbaum, Josh

Subject: RE:

yup. you saw libor rose to 5.86..

From: Birnbaum, Josh

Sent: Thursday, August 09, 2007 8:14 AM
To: Salem, Deeb

Subject: RE:

European-related?

Permanent Subcommittee on Investigations
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From: Salem, Deeb

Sent: Thursday, August 09, 2007 8:13 AM
To: Bimbaum, Josh

Subject: RE:

could be a messy one today...

From: Bimbaum, Josh

Sent: Thursday, August 09, 2007 8:11 AM

To: Birmbaum, Josh; Swenson, Michael; Salem, Deeb; Chin, Edwin; Kaufman, Jordan;
Bruns, William; Primer, Jeremy; Kamilla, Rajiv

Subject: RE:

Still sick today. Will be checking email.

From: Birnbaum, Josh
Sent: Wednesday, August 08, 2007 5:46 AM .
To: Swenson, Michael; Salem, Deeb; Chin, Edwin; Kaufman, Jordan; Bruns, William;

Primer, Jeremy
Subject: ’ :

i héve the fiu. | will not be coming in today. Jeremy, with apologies, if you could
roll the market risk meeting to Friday or Monday please. Thanks.

7 .

e
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Confidential Treatment Requested by Goldman Sachs GS MBS-E-012927141



Footnote Exhibits - Page 3727

From: Swenson, Michael

Sent: Wednesday, August 08, 2007 4:44 PM
To: Montag, Tom; Lehman, David A.
Subject: RE:

Numbers are not final
Resi (alt-a,arms, s&d) -50 (ABX AAA shorts)
ABS trading -15mm (shorts in 06-1 BBB/BBB-)

CDOs -20mm (ABX single—A and triple A shorts)

From: Montag, Tom

Sent: Wednesday, August 08, 2007 4:36 PM , e = Redacted by the P:"“’:““: ons
To: Lehman, David A.; Swenson, Michael Subcommittee on Investigats
Subject: RE:

so who lost the hundy

From: Lehman, David A.
Sent: Wednesday, August 08, 2007 4:35 PM
To: Montag, Tom; Swenson, Michael
Subject: RE:
From: Montag, Tom
Sent: Wednesday, August 08, 2007 4:33 PM
To: Lehman, David A.; Swenson, Michael
Subject: REY
From: Lehman, Davld A.
Sent: Wednesday, August 08, 2007 4:32 PM
To: Swenson, Michael; Montag, Tom
Subject: RE:
cmbs oy

L
R ————

From: Swenson, Michael

Sent: Waednesday, August 08, 2007 4:24 PM
To: Montag, Tom; Lehman, David A.
Subject: RE:

ABS

Market rallied especially at the top end of the capital structure - AAA (up
2pts), AA (up 3pts), A (up 2 pt).

We bought 300mm of AAA and redistributed to internal desks. Department net
short is 3.1bb of AAA right now.

Permanent Subcommittee on Investigations
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From: Montag, Tom -

Sent: Wednesday, August 08, 2007 4:19 PM
To: Lehman, David A.; Swenson, Michael
Subject:

what happened today?

"Z .
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"From: Salem, Deeb .
Sent:  Thursday, August 09, 2007 5:55 PM '
To: Birnbaum, Josh
Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

i do think that is a real concern. how quickly can you work with strats to get them to
revise our VAR to a more realistic number?

Sent: Thursday, August 09, 2007 5:47 PM
To: Salem, Deeb - .
Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

i just asked b/c i saw the note about mortgages dropping back down to a permanent limit of 35mm (which we are
-way over). this would mark a change of their recent policy to just keep increasing out limit. makes ma a little
nervous that we may be told to do something stupid.

Sent: Thursday, August 09, 2007 5:43 PM
To: Birnbaum, Josh
Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

no heat over the last 2 days...that said, im not sure how aware he is of it.
we've actually bot a decent amount of single name protection this week. 300mm
BBB/BBB~ and S50mm A's '

From: Birnbaum, Josh
Sent: Thursday, August 09, 2007 5:38 PM

To: Salem, Deeb S

Subject: RE: MarketRisk: Martgage Risk Report (cob 08/08/2007)

gdod, was that a "no" on the heat question?

From: Salem, Dee

Sent: Thursday, August 09, 2007 5:37 PM

To: Birnbaum, Josh

Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

we have waved in ~120mm in bbbk and bbb- protection the last 2 days.
almost all 2006 stuff (tier 1, 2, and 3).

From: Birnbaum, Josh
Sent: Thursday, August 09, 2007 5:34 PM

To: Salem,.Deeb

Subject: FW: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

are you getting any more heat to cut/cover risk? these VAR numbers are ludicrous,
biw. completely overestimated for SPG trading, underestimated for other mortgage
desks.

Permanent Subcommittee on Investigations
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Sent: Thursday, August 09, 2007 3:08 PM
To: Montag, Tom; Sobel, Jonathan; Sparks, Daniel L; McHugh, John; Bohra,
Bunty; Pouraghabagher, Cyrus; Finck, Greg; Gasvoda, Kevin; Turok, Michael;
Brazil, Alan; Gallagher, Timothy (IB PBCO7); Buono, Mark; Montag, Tom;
Lehman, David A.; 'Ostrem, Peter L'; Rosenblum, David J.; Birnbaum, Josh;
Swenson, Michael; 'Huang, Leo'; DeGiacinto, Clayton; Egol, Jonathan; Nichoals,
Matthew; Nestor, Genevieve; Cawthon, Michae!; Iqbal, Farrukh; Holen, Margaret;
" Kamilla, Rajiv; Mahoney, Justin; Weinstein, Scott; Resnick, Mitchell R; Gao,
Renyuan; Bristow, Andrew; DeNatale, Mark; Gold, Erica; Cannon, JeanMarie;
Stern, Matt; Alexander, Lee; Andrea, Mireille N. )
Cc: Berry, Robert; Dinias, Michael; Lee, Brian-J (FI Controllers); Leventhal,
Robert; Pantow, Albert; Fredman, Sheara; Fortunato, Salvatore; Mazumdar,
Sanjay; Chen, Benjamin; gs-mra-mtg
Subject: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

|Temporary MTG SPG VaR limit of $110mm expired on 8/7/2007

MTG SPG is over its permanent VaR limit of $35 mm
Resi Prime is over its current stress test limit of $100mm
Acquisition Commitment is over its current stress test limit of $150mm

95% VaR ($MM)

Desk 08/08 08/07 Limit
MTG SPG 95.0 97.6 35
Stress Test (SMM)
Desk - 08/08 08/07 Limit
MTG SPG (257) (238) (650)
Deriv (24) (25) (30)
Res Prime (103) (104) (100)
Res Credit (108) (111) (185)
Credit Resid (80) (80) (170)
Non-Resi Orig 4 4 (70)

CRE Loan S
aBs Loan (D

SPG Trading 180 194 (160)

ABS/MBS CDO (1) (1) (30)
Manager 0 0
Commitment (204) (195) (150)

. enmmeme = Redacted by the Permanent
. Subcommittee on Investigations
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From: Dinias, Michael
Sent: Tuesday, August 21, 2007 1:54 PM
To: Viniar, David; Cohn, Gary; Montag, Tom; Sherwood, Michael S; Winkelried, Jon (EO 85B30);

Mullen, Donald; Salame, Pablo; Sparks, Daniel L; Broderick, Craig; Berry, Robert; McMahon,
| Bill: Petersen, Bruce; Wilson, Edward
Subiject: Trading VaR Analysis

Attachments: Picture (Metafile); Mortgage VaR Contribution.pdf; FW: Potential large subprime trade and
impact on Firmwide VAR

The below table computes the Trading VaR impact of going long credit risk via CDX Investment Grads, CDX High Yield,
Loan CDX, and ABX BBB. For example, going fong $1.0mm/bp of ABX BBB resulits in $35mm reduction in Trading VaR
(from $167mm to $132mm). Likewise going long $5.3mm/bp of CDX High Yield generates $33mm decrease in Trading

VaR..

its important to note that this analysis is based on the current VaR model and that the mortgage desk has questioned the
size of the implied short exposure (i.e., desk believes they are less short than impfied by the VaR model). We are
reviewing the current VaR methodology with the mortgage traders/strategists and assessing the impact of various
potentiai enhancements (e.g., price volatility versus spread volatility).

Trading VaR = 167
USCDXIG |US CDX HY100 Resulting | 1r2ding
LCDX ABX BBB 07-1 VaR
serles 8 serles 8 Trading VaR
. Impact
Scenatio 10 +$21.3mm/bp 142 -25
Scenario 11 _ +$5.3mm/bp 135 -33
Scenarlo 12 +$8.1mm/bp 143 -25
Scenario 13 +$1.0mm/bp 132 -35
Scenario 14 +$4.0mm/bp +$4.6mm/bp : 136 -32
Scenario 15 +$10.9mmbp | +$7.1mm/bp | -$6.7mm/bp 133 -35
Scenarlo 16 +$7.8mm/bp +$7.7mm/bp | -$8.4mmbp | +$0.8mm/bp 98 -69

The attached pdf below shows Mortgage Trading VaR broken down by desk and the 3 columns from the right show
marginal percentage contribution and total contribution to Firmwide VaR. Mortgage Trading has 41% marginal
contribution to Firmwide VaR and adds $48mm to Firmwide VaR. This is primarily driven by mortgage shorts on the ABS
Synthetics and Correlation desks.

Decreasing the long cash vs short derivative basis risk on the Mortgage desk would also reduce VaR {(albeit much less
than decreasing net short). The significant long cash positions are comprised of $300mm RMBS Suprime securities and
$100mm CDO Squared positions on the ABS Securities desk, $115mm Cash CDOs on the Correlation desk, $320mm
CDO Mezz and $100mm CDO Squared on the ABS/MBS CDO Origination desk. There is also $250mm BB/B bonds in

the Subs book on the Residential Prime desk and $8.8B of loans/commitments in the Acquisition Commitments line.

Permanent Subcommittee on Investigations

P
<

Confidential Treatment Requested by Gold Report Footnote #1827 GS MBS-E-009993267

Wall Street & The Financial Crisis 1o 7




Footnote Exhibits - Page 3732

Mortgage VaR
Contribution.pdf

in separate email (attached below) the desk has proposed purchasing $i 0B subprime AAAs in either cash or synthetic
(ABX) form. If done in "synthetic” form this would result in $34mm reduction in Trading VaR. However if done in "cash”
form Trading VaR would decrease $11mm. The smaller Trading VaR impact of cash is due to the increase in the long

cash vs. short derivative basis risk.

FW: Potential large
subprime t...

1/_ /\/”4 {‘/\
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From: Petersen, Bruce

Sent:  Tuesday, August 07, 2007 7:49 AM

To: Cohn, Gary; Viniar, David; McMahon, Bill
Cc: Berry, Robert; Dinias, Michae!

Subject: VaR

We are attempting to get an early estimate of where var finished up close of business yesterday. We are doing detailed
analysis of mortgage and credit trading var contributors to see where we might get the most efficient var reduction.

Permanent Subcommittee on Investigations
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From: Berry, Robert

Sent: Wednesday, August 15, 2007 5:23 AM

To: Viniar, David; McMahon, Bill; Broderick, Craig
Subject: RE: MarketRisk: End of Day Summary - cob 8/10/2007

the most obvious risks are the short in mortgages and effectively a credit basis trade, long loans, short other credit.
nedging these (across mortgages, gep, ssg and origination) might reduce by ~20%. .

i know you know, but our sensitivity to estimates of correlation implicit in the data we use for simulation is becoming

acute, put another way, there will be days where "nathing happened” - positions didn't change, markets were quiet,

tut small changes in correlation will mean the difference between 140 and 169, it will be really difficult to explain to
- “you and to the desks why were under yasterday but over today. this only gets worse as the headline risks reduce.

we're making some changes over the next couple of weeks that shouid aliow us to more easily quantify the daily
"creep”. it will still be hard to give much intuition other than "it is what it is”, but at least we can factor it out in
discerning changes driven by desks increasing positions. '

From: Viniar, David

Sent: Monday, August 13, 2007 7:27 PM

To: McMahon, Bill; Broderick, Craig; Berry, Robert
Subject: FW: MarketRisk: End of Day Summary - cob 8/ 10/2007

No comment necessary. Get it down.

From: McAndrew, Thomas R,
Sent: Monday, August 13, 2007 6:44 PM
To: Viniar, David; Cohn, Gary (EO 85B30); Montag, Tom; Sherwood, Michael S; Forst, Edward (FIN PBC09); Evans, J. Michael

(EQ CKC68); McMahon, Bill; Viniar, David; Ruzika, Richard; Mullen, Donald; Eisler, Ed; Sobel, Jonathan; Ealet, Isabelle;
Young, Paul; Heller, Dave B; Agus, Raanan A; Schroeder, Jeff; Sparks, Daniel L; Broderick, Craig; Beshel, Liz; Berry, Robert;
Petersen, Bruce; Wilson, Edward; Lahey, Brian; Lee, Brian-J (FI Controllers); Dinias, Michael; Pastro, Al; Ng, Victor K;
Maretz, Andy; Johnson, Darau; Hughes, Jon O (Market Risk Management & Analysis)

Ce: Shaw, Michael; Jha, Arbind; Kendrick, Richard; Filgueiras, Geraldo A.; Cumming, Caroline; Parker, Grant; Chodos, Jason E.;
Haar, Robert; Yunger, Dalia (Kronenberg); McAndrew, Thomas-R.; Walters, Kristen
Subject: MarketRisk: End of Day Summary - cob 8/10/2007

VaR increased from $150mm to $159mm

95% VaR by Business ($mm)

10-Aug 9-Aug % Contr

Trading 159 150 100%
FICC
- - ea
Mortges 96 102 40% . ]
L] - - ‘ - wmmem = Redacted by the Permanent
| ] .l [ ] Subcommittee on Investigations
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95% VaR by Product Category ($mm)

10-Aug 9-aug % Contr

Trading 159 150 100%

- .- —
_—_— - L
G ol o .
-_" - e

e = Redacted by the Permanent
Subcommittee on Investigations

Credit Scenario ($MM)

10-Aug 9-Aug Limit
] _— -
Mortges. (313) (289) (750)
Warehouse 56 52 (170)
ans
] = - e
. GER G =
L — ] -—— .

Credit Origination widening scenario temporary limit of. <$2.25bn> is at a level of

Credit Origination temporary VaR limit' of $50mm is at a level of $63mfn.
Residential Prime is over its permanent limit of <$100mm> with an impact of
<$102mm>. .

Interest Rate Product Category VaR temporary limit of $150mm until cob 8/29. .
Global Credit Products VaR temporary limit of $90mm until cob 8/29.

Acquisition Commitment widening scenario temporary limit of <$250mm> until cob 8/21
Mortgages has a temporary VaR limit of $110mm until cob 8/21.

Mortgage Trading widening scenario has a temporary limit of <$750mm> until cob 8/21.

<< File: Daily Trading Risk Summary20070810.pdf >>
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From: Dinias, Michael

Sent: Wednesday, August 15, 2007 7:10 AM ‘

To: McMahon, Bill; Petersen, Bruce; Sparks, Daniel L; Mullen, Donald
Cc: Berry, Raobert

Subject: FW: Hedge Analysis cob 08/13/07

Attachments: Picture (Metafile)

Scenario 13: going long $0.7mm/bp of ABX BBB would reduce Firmwide VaR by $23mm ($150mm to $127mm). Going
long ABX is probably the easiest and most effective single hedge we could do. Worth nating that this trade would reduce
Mortgage VaR by $34mm ($96mm to $62mm) .

Scenario 15: short $13.5mm/bp LCDX, long $8mm/bp COX HY, and short $9.1mm/bp CDX IG would reduce Firmwide
VaR by $10mm. This effectively is hedging the longs in Credit Origination and the shorts in Global Credit Trading.

Scenario 10, 11, and 12: impact of hedging with only one corporate index at a time (CDX 1G, CDX HY, or LCDX) with
Firmwide VaR reduction in the $4mm to $6mm range.

“Scenario 18: using all the below assets results in $37mm reduction in Firmwide VaR

From: McAndrew, Thomas R.

Sent: Tuesday, August 14, 2007 10:23 PM

To: Berry, Robert :

Cc: Dinias, Michael; Rookiey, Cameron; Luo, Fei; Walters, Kristen; Ng, Victor K; Jha, Arbind; Filgueiras, Geraldo A.; Shaw, Michael;
Yunger, Dalia (Kronenberg); Goh, Amy; Yunger, Dalia (Kronenberg)

Subject: Hedge Analysis cob 08/13/07 )

Below is the Hedge Analysis for cob 8/13
There are a few credit only scenarios as well as inclusion and exciusion of LCDX across all assets

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis (Z% <
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Jry' EUR! S&P 500 |US 10y Swap| Nikkel 225 | Russell 2000| STXSOE FTSE w

Scenario 1 -$1.98n
Scenario 2 -$2.0mm/bp
"Scenario 3 +$2.1Bn
Scenario 4 -$1.3Bn
Scenario 5 -$3.6Bn
Scenario 6 +$1.2Bn
Scenario 7 +$0.9Bn
Scenario 8 +$0.5Bn
Scenario 9 : -9me
Scenario 10 .
Scenario 11
Scenarlo 12
Scenario 13
Scenario 14
Scenario 15
Scenario 16 +$4.0Bn -$2.1Bn -$1.7Bn +$2.8Bn -$2.3Bn
Scenario 17 -$0.2Bn -$2.0Bn +$2.0Bn +$0.4mm/bp -$1.9Bn -$1.6Bn +$2.9Bn -$3.5Bn -6.0r
Scenario 18 -$1.1Bn -$2.1Bn +$1.1Bn +$0.9mm/bp -$1.7Bn -$1.0Bn +$2.1Bn -$2.9Bn -7me

20 PREN
2 '0/(4 AN
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From: Sparks, Daniel L _
Sent: Wednesday, August 22, 2007 9:33 AM
To: Montag, Tom; Mullen, Donald
Subject: RE: VAR reduction possibilities

Yes on single names. )

As I mentioned to Don, tactics are very important — we are working with specific
salespeople who have best account likelihood to succeed, as widespread attention will
decrease chance to execute. '

Then we'd look at abx index (after doing singles) For -trade, will appeal
more broadly as that is best way to execute.

Also, a number of things in var calc need to be worked thru with risk team.

————— Original Message-———-—

From: Montag, Tom .

Sent: Wednesday, August 22, 2007 9:04 AM
To: Mullen, Donald; Sparks, Daniel L
Subject: Re: VAR reduction possibilities

Are those single names we are already short

————— Original Message —————
From: Mullen, Donald . =R

: =mem = Redacted b
To: Sparks, Daniel L; Montag, Tom Sllbcommn{eteh:np]e;:,nan-em-
Sent: Wed Aug 22 08:44:46 2007 estigations
Subject: Re: VAR reduction possibilities

I would like to discuss

————— Original Message ————~

From: Sparks, Daniel L

To: Mullen, Donald; Montag, Tom

Sent: Wed Aug 22 08:40:53 2007

Subject: FW: VAR reduction possibilities

We are basically going to try to execute on all this (cmbs in next e-mail)

————— Original Message-———-

From: Salem, Deeb

Sent: Tuesday, August 21, 2007 7:39 PM

To: Sparks, Daniel L; Swenson, Michael; Birnbaum, Josh
Cc: Salem, Deeb

Subject: VAR reduction possibilities

1. Show ‘ $500mm of 2005-vintage BBB and BBB- single name protection at rnid mkt
(or better)

- $8mm scenario risk

- SN 1ikes a "deal"

- minimal risk because (NNJEEDis quiet

- high previous success rate

2. show WA $500mm of 2006-vintage single-A single name protection at mid mkt (or
better)

- $8mm scenario risk

- mentioned last week that they would be a better buyer of this protection given last
week's marks

- problem is that they only want to look at names they already have on

Permanent Subcommittee on Investigations
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3. Buy $250mm of either ABX 06-1 BBB/BBB- index or single-name risk from— and the
various pockets of money he oversees (R o OGS e

- $4mm scenario risk

- may have some appetite to add to shorts before August remits (out next Friday or Monday)
-~ responds positively to momentum and would be more likely to execute if/when market
sells-off

4. Buy $500mm of ABX 06-2/07-1 AA index from RBC

- $1lmm scenario risk

- great success rate with this account over the past month as we bot $3bb of ABX AAA from
RBC ’

- would be offered side or higher

- difficult to do without the market moving against us

- ABX liquidity is sparse this week

5. Buy $400mm of ABX AAA and AA risk from Q) (5100 of each 062 AAA, 062 AA, 071 AAA,
and 071 AA) :

— $5mm scenario risk .

- claim to be real sellers of ABX, but we have had trouble doing trades >$50mm. They take
the free information of us showing bids, tell us our price is too low, but refuse to show
us a counter

————— =

ge::cted py the Permanent
ubcommittee on Investigations

P
’ «*
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From: Dinias, Michael
Sent: Thursday, August 16, 2007 2:04 PM
To: Viniar, David; Cohn, Gary (EO 85B30); Montag, Tom; Sherwood, Michael S; Broderick,

Craig; Berry, Robert; Mullen, Donald; Sparks, Daniel L; McMahon, Bill; Petersen, Bruce;
Wilson, Edward
Subject: Trading VaR $171mm

Trading VaR increased $6mm, from $165mm to $171 mm, versus $150mm limit.
Interest Rate Product VaR e —
Gredit Trading Var AR —

Mortgage Trading VaR increased $4mm, from $110mm to $114mm.

 —— = gedacted Py the Permanent
ubcommittee on Investigations
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From: _ Walters, Kristen
. Sent: ~ Friday, August 17, 2007 8:45 PM _
To: - Viniar, David; Cohn, Gary (EO 85B30); Winkelried, Jon (EO 85B30); Evans, J. Michael (EO

CKC68); Montag, Tom; Sherwood, Michael S; McMahon, Bill; Broderick, Craig

Cc: Berry, Robert; Dinias, Michael
Subject: Weekly Market Risk Summary as of 8/16/07
Attachments: Daily_Widening_Est_20070816.pdf

Significant changes in risk from previous week (cob 8/10/07 to cob 8/16/07):

e Trading VaR increased $15mm to $174mm (vs. limit $1 50mm) principally due to risk increases in
Mortgages and Global Credit Products.

(i) Global Credit Products (37%) and Mortgages (46%) now contribute 83% to Trading VaR even with
increased diversification offset by Credit Origination.

(i) Firmwide directional long Equity Delta decreased to $1.78 with EPG net short <$1.1B>.

(iii) Interest rate duration (standardized DVO01) flipped from short to slightly long $0.4mm/bp

e Credit Spread Widening Scenarios:

(i) Global Credit Products spread widening exposure decreased due to a reduction in Project Elaine

exposure (even after a long exposure from a valuation adjustment was added to the bespoke correlation
portfolio).

Daily_Widening_Est
. _20070816.pd...

Permanent Subcommittee on Investigations
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From: » Sparks, Daniel L

Sent: Thursday, August 23, 2007 6:41 PM
To: Montag, Tom
Subject: RE: Current Outstanding Notional in SN ames

Not much more today - trying

From: Montag, Tom

Sent: Thursday, August 23, 2007 6:16 PM

To: _ Sparks, Daniel L

Subject: RE: Current Outstanding Notional in SN ames

how much did we cover--shoating for 1 billion

From: Sparks, Daniel L

Sent: Thursday, August 23, 2007 3:51 PM

To: Montag, Tom

Subject: RE: Current Outstanding Notional in SN ames

That's why we say we are short (long protection) about $3BB single names - the correlation is very high

From: Montag, Tom

Sent: Thursday, August 23, 2007 3:45 PM

To: Sparks, Danie! L

Subject: RE: Current Outstanding Notional in SN ames

if you take the 13 out of each side its
11.8 by 8.8 which is 3 billion long
what does the 11.8 in theory hedge or part of it that net leaves us in reality short

From: Sparks, Daniel L

Sent: Thursday, August 23, 2007 3:42 PM

To: Montag, Tom

Subject: RE: Current Outstanding Notional in SN ames

Meaning the 10 we spoke about - exact cusip long and short, but at different running premiums that creates 1O

From: Montag, Tom

Sent: Thursday, August 23, 2007 3:39 PM
To: Sparks, Daniel L
Subject: RE: Current Outstanding Notional in SN ames

what does explicitly mean? 13bb by 13bb offset--what does that mean

From: Sparks, Danief L -

Sent: Thursday, August 23, 2007 3:37 PM

To: Montag, Tom; Mullen, Donald

Cc: Swenson, Michael; Lehman, David A.; Bimbaum, Josh
Subject: RE: Current Qutstanding Notional in SN ames

All synthetics

Positions are in terms of protection (so negative means long risk, positive means short risk)

13BB by 13BB explicitly offset (Josh mentioned in out meeting)

Rest are comparable, but try to buy protection on worse deals vs writing protection on better deals

From: . Montag, Tom

Permanent Subcommittee on Investigations
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Sent: . Thursday, August 23, 2007 3:29 PM

To: Sparks, Daniel L; Mullen, Donald

Cc: Swenson, Michael; Lehman, David A.; Bimbaum, Josh
Subject: RE: Current QOutstanding Notional in SN ames

what are the longs? are these comparable? are these all synthetics ?

From: - Sparks, Daniel L

Sent: Thursday, August 23, 2007 3:19 PM

To: Mulien, Donald; Montag, Tom

Cc: Swenson, Michael; Lehman, David A.; Bimbaum, Josh
Subject: FW: Current Outstanding Notional in SN ames

Per your earlier question about absolute longs and shorts in single names:

Notional Long Notional Short  # of cusips

A 3,686,600,000 -2,337,750,000 385

BBB 10,419,693,103 -8,753,543,403 703

BBB- 10,767,733,239 -8,877,635,250 638
2

E AP o
% /J -
R L

/\\\
4
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From: Cohn, Gary

Sent:

To: Btankfein, Lloyd
~ Subject:

Down 40 in 2 days

Original Message
From: Blankfein, Lloyd
To: Cohn, Gary

Sent: Thu Aug 23 14:22:53 2007
Subject: Re: Trading VaR $133mm

Good job.

Original Message
From: Cohn, Gary

To: Blankfein, Lloyd; Viniar,
Sent: Thu Aug 23 14:20:47 2007
Subject: Fw: Trading VaR $133mm

The message got through

Original Message
From: Dinias, Michael

Thursday, August 23, 2007 2:25 PM

Re: Trading VaR $1 33mm

Redacted by the Permanent
Subcommittee on Investigations

David

To: Viniar, David; Cohn, Gary; Montag, Tom; Sherwood, Michael $; Winkelried, Jon; Mullen,

Donald; Sparks, Daniel L;

Salame,

Pablo; Broderick, Craig;

Petersen, Bruce; Wilson, Edward (ED, 1NYP/042)

Sent: Thu Aug 23 14:18:17 2007
Subject: Trading VaR $133mm

Trading VaR decreased $1lmm, from $144mm to $133mm.

Credit Trading VaR—

Mortgage VaR decreased $9mm, from $99mm to $90mm.
due to the desk going longer $250mm ABX BBB (06-1) and $160mm BBB Single Name CDS.
remaining $3mm was driven by strats updating the
resulting in a duration in line with the synthetics.
(booked after the close)

BBB- Single Name CDS
in Mortgage VaR.

Confidential Treatment Requested by Goldm

Permanent Subcommittee on_Investigations

Wall Street & T he Financial Crisis
Report Footnote #1839

Berry,

Robert; McMahon, Bill;

approximately $6mm of the decrease was

the

prepayment speeds on subprime bonds
there is an additional $270mm of
that will result in a further $5mm reduction
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__ _

From: Blankfein, Lioyd

Sent: Friday, August 31, 2007 9:36 AM

To: Montag, Tom _

Subject: RE: Structured Products Weekly Update - 08/30/07 (Intemal Use Only)
Thanks

Appreciate the posts, I'm watching the financial news

————— Original Message--——-—

From: Montag, Tom

Sent: Friday, August 31, 2007 9:23 AM

To: Blankfein, Lloyd

Subject: Fw: Structured Products Weekly Update - 08/30/07 (Internal Use Only)

Bush says FHA will guarantee some tiny piece of mtg market and it takes off. Countrywide
and rescap rally a lot. We are up a lot but once mkt really looks at it may come off

U can ignore long string of email just top.

————— Original Message ——~——-

From: Birnbaum, Josh

To: Montag, Tom; Mullen, Donald; Sparks, Daniel L

Cc: Swenson, Michael; Lehman, David A.; Brafman, Lester R; Salem, Deeb

Sent: Fri Aug 31 09:07:25 2007

Subject: RE: Structured Products Weekly Update - 08/30/07 {(Intermal Use Only)

Based on the mkts we are making, we would be ok in this move. We are +50mm in AAAs alone
right now. If we keep moving higher, the top of the structure will lose steam and we will
trade short again. No street markets yet, should have more clarity soon.

From: Lehman, David A.

Sent: Friday, August 31, 2007 9:00 AM

To: Montag, Tom

Cc: Salem, Deeb; Birnbaum, Josh

Subject: RE: Structured Products Weekly Update - 08/30/07 (Internal Use Only)

Added Deeb, he can comment on p+l and the large abx move to the upside

From: Montag, Tom
Sent: Friday, August 31, 2007 8:58 AM
To: Lehman, David A.
Subject: RE: Structured Products Weekly Update - 08/30/07 (Internal Use
Only) .
abx hurting us today? mkt over reacting?
From: ~ Lehman, David A.
Sent: Friday, August 31, 2007 8:50 AM
To: Montag, Tom )
Subject: RE: Structured Products Weekly Update - 08/30/07 (Internal
Use Only)
yup

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
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. From:  Montag, Tom :
Sent: Friday, August 31, 2007 §:47 &AM ~~— ~ T T T T T
To: Lehman, David A.

Subject: RE: Structured Products Weekly Update - 08/30/07

(Internal Use Only)

_ I will say in BOLD it says they helped desk DRAMATICALLY REDUCE
BALANCE SHEET--in fact, it did nothing

too funny

From: Lehman, David A.
Sent: Friday, August 31, 2007 8:43 AM
To: Montag, Tom

Subject: RE: Structured Products Weekly Update - 08/30/07
(Internal Use Only) .

It does not - must have been a miscommunication

From: Mohtag, Tom
Sent: Friday, August 31, 2007 8:41 AM
To: Lehman, David A.

Subject: RE: Structured Products Weekly Update - 08/30/07
(Internal Use Only) : .

so how would that help balance sheet?

From: " Lehman, David A.

Sent: Friday, August 31, 2007 8:39 AM

To: Montag, Tom

Subject: RE: Structured Products Weekly Update - 08/30/07

(Internal Use Only)

1.3bb was total trading volume, split evenly b/w buys and
sells

From: Montag, Tom
Sent: Friday, August 31, 2007 8:13 AM
To: Lehman, David A.

Subject: FW: Structured Products Weekly Update - 08/30/07
(Internal Use Only) .

what are the cmbs she references below?

From: Kreitman, Gail

Sent: Thursday, August 30, 2007 1:56 PM _
To:. Montag, Tom; Mullen, Donald; Schwartz, Harvey; Bash-

Polley, Stacy; Sparks, Daniel L; Madoff, Paula; Gasvoda, Kevin; Pinkos, Steve; Radtke,
Lorin; Icikson, David; Joseph, Alexandra A.; Kaprelian, Michael

_ Subject: FW: Structured Products Weekly Update - 08/30/07
(Internal Use Only) .

_ Subject: structured Products Weekly Update - 08/30/07
(Internal Use Only)

a7

-
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SPG Trading ‘ - |

INTERNAL USE ONLY

Sales Credits

Mortgages Weekly Metrics 16-November-2007 , ke
. OOHTOTECXITIONS . - Page 3748

SPG Trading (5 {SPG Trading |
As of 15-November-2007 / VaR Is not additive due to portfolio diversification benefit
| ] Balance Sheet (Sm)*

ABS Securities (62,880)| (19,377) 225%| (1,031,748){ (1,051,976)] 20,602 | 298,014} 309,935 | 141613 | [ il it

ABS Synthetics 85,690 63,667 35%| 3,269,058 | 3,333,158 36,150 n/a -1 1 [SPG Trading | 6,239 | 10,000 | (494)]

Property Derivatives [ [ na [ n/a 0 n/a - As of 15-November-2007

Correlation 10,014 55%| 1133414 | 1155637 | 118,519 | 160993 | 167,433 76,226 *Risk, and Balance Sheet inctude SP CDOs
Gross fotal .- .. ' i T-38% . 3,674,077: |- 3;743,059: 7' 226,865:|/645,75 7:588|.; 219,258

Exit Price . o/a| ) na| (52,958) :

Transfers : (587) (598)|  (10,504)

- - - 2 3 S K VARE § [y Y g y X

Net'Total : 2 ~38%] 13,670,490 +3,742/461:[:7-163,403; = Redacted by the Permanent

Actual P&L a3 of 15-November-2007 . .
Subcommittee on Investigations

Desk’
|CDO/CLO
Actual P&L as of 15-November-2007

ABS Cash:.* = 4 i : ; ¥ o e iy f
In cash trading, we continue to see selling up the capital structure. Several European accounts continue to sell AAJAAA. Fears of massive supply coming to the market (due to possible liquidations) along with market technicals have left
investors unwilling to go long cash at this point in the cycle. Non-Resi ABS continues to widen, specifically cards and autos — The desk saw over $1bn in non-resi.cash up for the bid. The lack of overall liquidity has increased frustration

amongst investors. Particular to the desk, we were able to sell $100mm in AA/AAA positions to several accounts.

e

-

IR

ABS ‘Single-Names - t 3 4 { i B i
In single-name aclivity, volumes also slowed. The desk saw roughly $750mm in BWIC/OWIC activity. We continue to see large amounts of short interest even at these all lime wides with many line items trading north of 80 points upfront.
Dealers remain risk-averse in terms of offering protection. Away from this, the desk printed its first series of Credit Card CDS trades (notional of $100mm). Multiple hedge funds and macro players have expressed Interest in getting short

consumer receivables via CDS (cards, autos, student loans).

ABS Index . : = AR At : e i ENR
In ABX trading, the desk had $250mm in total flows (GS Buys $50mm, GS Sells $200mm). ABX rallied early in the week largely due to short covering in the credit and CMBX markets as macro players decided to take profits. It appears as

though many dealers have flattened themselves out, lowering ABX volume across the street. Late in the week, dealer selling up the capital structure pushed the market a bit wider. Overall, ABX prices were essentially unchanged across ail
vintages and parts of the capital structure with the exception of 06-1 BBB/BBB- (down 5 points each, due to street selling Friday afternoon). We expect a few monthly remits to be released late next week (consensus points to continued
deterioration in performance), with the remainder being released after Thanksgiving. .

W ABS CDO Secondary bid on roughly $600mm of ABS CDO super senior risk — $400mm of high érade CDO S8 risk and $200mm of mezz CDOSS risk. High grade bids wanted by Aioi insurance and EGI, both holders of Altius Il (a GS
deal), nothing traded. Seller of the $200mm in mezz CDO S8 risk was WinCap which is in wind-down mode, we bought $60mm of cash bonds and unwound $60mm of ABX Quadarant super senior tranche WwinCap had on versus us. No
@ notable ABS tranche activity this week — MS Prop may be looking to unwind all or part of the $1.8bn ABX Quadrant and $1 ‘2bn Hudson Mezz super senior trades they have on with us. . o

<\7§J Permanent Subcommittee on Investigations Permanent Subcommittee on Investigations GS MBS-E-015863620
Document originally produced in excel format; reformatted/margins Wall Street & The Financial Crisis

modified for readability and printing purposes by the Subcommittee. ]
Original document retained ﬁ‘l the Subcommittee files. ‘ Report Footnote #1853
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From: igbal, Farrukh

Sent: Monday, February 26, 2007 3:47 PM

To: Sparks, Daniel L; Gasvoda, Kevin; Swenson, Michael; Finck, Greg; Noh, Suok; Noh, Suok; McHugh,
John; Pouraghabagher, Cyrus . ’

Cc: Holen, Margaret; Wiesel, Elisha; Turok, Michael; Barrett, Tom; Chen, Xin; Li, Ji; Dutta, Mitrajit

Subject: RE: RE: New cross desk Top Sheet risk report

Attachments: MtgTopSheet23Feb07.pdf; MtgTopSheet_2bd_changes.pdf; MtgTopSheet_1 bd_changes.pdf

Ploase see the lop sheet risk report for 23Feb07 (attached) as well as reports highlighting the one business day and two
business day changes in markat value and spread dv01 across the desks currently covered (Resi Loans and Resids, SPG
index, Sgl Name and CDO synthetics). '

We will be generating this report daily and should have it out to you each morning going forward. Please let us know who
else you would like on the distribution.

thanks,
Farrukh

Sent: Thursday, February 08, 2007 9:27 PM

To: Sparks, Daniel L

Cc: Holen, Margaret; Gasvoda, Kevin; Swenson, Michael; Turok, Michael; Pouraghabagher, Cyrus; Noh, Suok;
Barrett, Tom; Chen, Xin; Li, Ji .
Subject: RE: New cross desk Top Sheet risk report .
Please see the attached file for an initial version of the cross desk top shest report. The report currently covers
resi-credit and spg secondary/synthetics. We are working on integrating Prime Fixed and Prime Hybrid books and
they should be available in the next few days.

Let us know if you would like any enhancements to the attached repdrt. We are looking to start generating this
report daily starting next week, adding more desks/sectors as the positions and risk analytics become available
(cash CDO, CLO, CMBS, etc). (special thanks to Ji Li, Tom Barret and Xin Chen for helping to put this report
together)

Sent: Friday, February 02, 2007 7:59 PM

To: Sparks, Daniel L

Cc: Holen, Margaret; Gasvoda, Kevin; Swenson, Michael; Turok, Michael; Pouraghabagher, Cyrus; Noh,
Suok; Barrett, Tom; Chen, Xin :

Subject: New cross desk Top Sheet risk report

Dan,

Wae've been looking at integrating the existing prime, resi credit and spg trading risk reports into a new
departmental top sheet risk report. An example report is fisted below. The report will break out resi loan
and rmbs synthetics positions by desk/sector and will report AAA thru BBB- equivalent market values for
rmbs loan, securitized bonds (notionals for cds) as well as rate dv01's and spread DVO1s. The report will
also break out market values on resids by sector and also differentiate between resids embedded in loan
bulks and securitized resids (pre 2006 and 2006+).

This report should be ready by next Thursday.

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1858
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We-are-also wor-king-on-tracking-down-positions_in_the_cashQDQ,_CLO_aﬁcLCMB.S_b,usin_e.ss_e,s_founcmsion
in this report. More investigation needs to be done here and will look to provide an ETA for these positions
next week. -

Market Value (Notional for CDS)

Sec Sec R:
Resid | Resid 11;‘;?(; DV
<2006 | 2006+ !

Loan

esk / Sector Total | AAA| AA | A | BBB | BBB- !
Resid

rime/Alt-A
Prime Fixed
Prime Hybrid
Option ARM
Alt-A

S Subprime
Subprime

2nds
S&D

FEMBS Synthetics

Index
<2006
2006+

Single Name
<2006
2006+

Syn CDO
<2006
2006+

[RMBS CDO Synthetics
High Grade
Single Name CDS
Syn CDO
Mezz
Single Name
Syn CDO

CDO: Single Name CDS = CDS referencing Cash CDQ tranche
Syn CDO = a synthetic CDO referencing a cash CDO tranche
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' Mortgage Strategies |; i il o | i R
. ";4;. ’ .1;’,;’:‘,4 (R S I N ' .ﬁx':c-vmlgslra'l‘
[Mortgage Dept Top Sheet _ |
Market Value(MM$)(Notional for CDS) _Spread DVO1(K$)
Loan Sec Resid Total Rate ’

Type  Total AAA AA A BBB BBB- NR Resid <2006 ~>=2006 Resid DVO01(k$) AAA AA A B8B8 BBB- NR

Group Sector

Confidential Treatment Requested by Goldman Sachs GS MBS-E-01038605:
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' ‘4 ’i“ {.: i i - o o k LR S Y oblF : : ¢
SR Mortgage Strat;egl S | b ETRCRURCRtRRERtE R IR AR RN ot | "23FoB07 -121F k07 :
SN o L [N IA l S ’ " R :‘ ) i I - ; SR = 4 . i ‘ﬁi:c.'-mlgsl‘rai';
Mortgage Dept Top Sheet - CHANGES 21Feb07 TO 23Feb07 N
Market Value(MMS$)(Notlonal for CDS) Spread DVO1(K$)
: - Loan Sac Resid Total Rate
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From:
Sent:
To:

Cc:

Subject:

Attachments:

Song, Scarlett
Thursday, August 08, 2007 3:08 PM

Montag, Tom; Sobel, Jonathan; Sparks, Daniel L; McHugh, John; Bohra, Bunty; Pouraghabagher,
Cyrus; Finck, Greg; Gasvoda, Kevin; Turok, Michasel; Brazil, Alan; Gallagher, Timothy (1B PBCO07);
Buono, Mark; Montag, Tom; Lehman, David A.; Ostrem, Peter L; Rosenblum, David J.; Birnbaum,
Josh: Swenson, Michasl; Huang, Leo; DeGiacinto, Clayton; Egol, Jonathan; Nichols, Matthew; Nestor,
Genevieve; Cawthon, Michael; Igbal, Farrukh; Holen, Margaret; Kamilla, Rajiv; Mahoney, Justin;
Woainstein, Scott; Resnick, Mitchell R; Gao, Renyuan; Bristow, Andrew; DeNatale, Mark; Gold, Erica;
Cannon, JeanMarie; Stern, Matt; Alexander, Lee; Andrea, Mireille N.

Berry, Robert; Dinias, Michasel; Les, Brian-J (Fi Controllers); Leventhal, Robert; Pantow, Albert;
Fredman, Sheara; Fortunato, Salvatore; Mazumdar, Sanjay; Chen, Benjamin; gs-mra-mtg

MarketRisk: Mortgage Risk Report (cob 08/08/2007)
MortgageRiskSummary070808.pdf

lTemporary MTG SPG VaR limit of $110mm expired on 8/7/2007

MTG SPG is over its permanent VaR limit of $35 mm
Resi Prime is over its current stress test limit of $100mm
Acquisition Commitment is over its current stress test limit of $150mm

Desk
MTG SPG

Desk

MTG SPG
Deriv
Res Prime
Res Credit

95% vaR ($MM) - emwesses = Redacted by the Permanent
08/08 08/07 Limit Subcommittee on Investigations

95.0 97.6 35
Stress Tast ($MM)
08/08 08/07 Limit
(257) (238) (650)
(24) (25) (30)
(103) (104) (100)
(108) (111) (185)

Credit Resid (80) (80) (170)
cEEEEE— G GER e
G SR g
sl oEn s
SPG Trading 180 194 (160)
ABS/MBS CDO (1) (1)  (30)

Manager

0 0

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Confidential Treatment Requested by Goldman Report Footnote #1860 GS MBS-E-010674894
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Inverse 10 3.1 3.2 {10.2)

(10.8)

(201)

238

857 (87). 3,118
Strip IO/PO 1.0 1.0 (8.8) {1.5) 1,237 {124) 171 142 227
__Agency Derivative 0.6 0.5 (3.8) (4.8) 913 (65) (50) {210)
Whole Loan Derlvative

sidenti 4 8
Agency CMOs 1.9 1.0 (9.7) (10.7) 2,378 (55) 267 (467) (52)
FHAVA 0.5 05 (2.6) (2.6) 187 (14) 47 (325) (26)
Prime Hybrid ] 6.6 65 (44.3) (42.2) 3,038 {505) 263 2,845 281
Prime Fix 5.7 5.7 (21.3) (22.7) 6,962 (1,241) (463) 1,016 {56)
ARMs 0.5 05 (1.3) (1.4) 572 (82) 130 (117) (2)
Subst" (24.3) (24.3) 308 -

Alt A 21 20 (0.3)

(1.9) 1,166

Subprime 4.1 4.1 58 48 1,083 150

Second Lien (28) 29) 88 28 - -
SubMon-Performing 1.6 1.6 (30.9) {31.1) 763 65

Credit Residuals!!

CMBS Securities 216 © | 250

(63.0) 1322 - -
ABS Securltios 448 44.7 (19.7) 1,961 (22) 410 - (10)
ABS Synthetics 1249 1266 9,642 0 0

g CF NCF Totat { [ _coo | CcLO | total
Resi Prime 781 56.0 1341 Equitios | 26 | 0 | 26
Resl Credit 161 159 320

Significant Risk Changes:

Acquisition Commitment Is over ita Imit of $150mm

Resi Prime Is over lts stress test limit of $100mm

Temporary MTG SPG VaR limit of $110mm expired on 8/7/2007
MTG SPG |s over Its permanent VaR limit of $35mm

Acquistion C it fimitis $150mm
Mtg SPG desk Stress test temproray limit Is $650mm (vs. permanent $500mm)
MTG SPG desk VeR limit has been changed to $110mm

- wmmemen = Redacted by the Permanent |

Confidential Treatment Requested by Goldman Sachs

Subcommittee on Investigations

GS MBS-E-010674895
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From: McHugh, John

Sent: Monday, October 01, 2007 3:45 PM

To: - Sparks, Daniel L; Finck, Greg; Swenson, Michael; Lehman, David A.; Buono, Mark
Subject: Viniar Risk Pack - Sept

Attachments: Sept Risk Pack Viniar.pdf

Soft copy for future reference

Sept Risk Pack
Viniar.pdf

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1861

GS MBS-E-013693127
a0

- N

Confidential Treatment Requested by Goldm
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Whole Loans
5/9/2007 ABX
Loans Hedges
Subprime 180 (2,525)
Alt-A 1,750 (1,925)
S&D 606 . (420)
2nds 60 (195)
Hybrids . 2,850 (2,350)
Prime Fix 1,293 -
5,446 (7,415)
9/25/2007 Hedges
Loans ABX MBS Swaps
Subprime 379 (230)
Alt-A 141 (400) (193)
S&b 587 (170)
2nds 0 -
" Hybrids 574 (250) (772)
Prime Fix 737 - (775) (10)
2,418 (1,050) (968)  (782)
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Prime Bonds
5/9/2007 .
Bonds Hedges

AAA " Subs MBS Swaps ABX
Prime Fix 1,639 250
‘Agency Fixed . 5,644 0
Agency ARMs 1,445 0
WL Hybrids 1,083 300
Al-A 169 100

9,980 650 .(90)
9/25/2007 . ,
Bonds ) Hedges

AAA Subs MBS Swaps ABX
Prime Fix 3,021 275 - {2,323) (644)
*Agency Fixed 4,454 0 (3,225) ° (2,990)
Agency ARMs 700 0 (110) (82)
Prime Hybrid 760 240 (200) (430)
Alt-A Hybrid 1,575 325 (405) (700)
Alt-A Fixed 982 93 (788) .  (634) .

11,492 933 (7,051) (5,480) -

* Includes Derivs positions of $2.7bn.

27';7/\\{2
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" Residuals, NIMs and Subs

5/9/2007

Subprime

Alt-A

S&D

2nds

-Prime / FHAVA
Hybrids

9/25/2007

Subprime
All-A

S&D

2nds

Prime / FHAVA
Hybrids

9/26/2007
NIMs by Rating

A
BBB
BB
Total

9/25/2007
Subs by Rating

BB

B
NR
Total

ABX

p—

Residuals NIMs Subsg Hedges
273 86 0
251 59 70
50 0 10
99 0 0
0 0 180
119 4 300
792 149 560 =120
ABX
Residuais Subs " _Hedges
New Issue Secondary Total New issue
4 55 59 0 0
20 109 129 6 72
] 13 13 0 11
0 12 12 0 0
0 0 0 o 176
81 17 08 - 27 10
105 206 311 33 269 -120
Alt-A Hybrids Subprime Total
39 15 51 105
9 21 30 60
- 7 9 16
48 43 20 181
Prime FHAVA. ANRA Opt Arm
76 13 56 0 0
48 5 14 9 8
33 2 2 1 3
156 20 72 10 1
< AN
-~ A
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ABS Trading - RMBS Subprime
8/9/07 . Notional ($mm) Spread DV01 (000) ~
. Cash SN Indsx Net Cash SN Index Net
AAA 268 (2786) 235 227 (63) 4 (29) (108)
AA 49 1) 289 337 (18) (65) (113) (197)
A 218 (840) (281) (913) 47) 230 47 230
BBB 167 (658) (833) (1,324) (20) 28 243 251
BBB- 652 (1,197) 820 376 (111) 54 (240) (207)
s 1,354 (2,972) 320 {1,208) (250) 291 (162) (121)
9/25/07 Notional ($mm) . Spread DVO01 (000)
Cash SN index Net Cash SN Index Net
AAA 640 (242) 2,400 2,798 (142) 26 {1,020)  (1,136)
AA 413 (U] 764 1,176 (101) (43) (227) (371)
A 192 (1,287) 253 (842) (23) 254 (56) 175
BBB 141 {(1,602) 108 (1,353) (13) 119 (35) g
BBB- 465 (1,787) 104 (1,218) (17 81 8 72

1861 (4,918) 9,629 561 (296) 337 (1,330)  (1,189)

Changes from 5/9/2007 to 9/25/2007

Notional ($mm) Spread DVO1 (000)
Cash SN Index Net Cash SN Indsx Net
AAA 372 34 2,166 2,571 (B9) (18) (921) (1,028)
AA 364 475 839 (82) 22 (114) (174)
A (26) (447 544 7 24 24 (103) (55)
BBB (26) (944) 944 (29) 7 91 (278) (180)
) BBB- (187) (590) (816)  (1,693) 84 27 248 389

497 (1,847) 3,309 1,859 (46) 148 (1,168)  (1,088)

- PAmary-trade is now capital structure trade:
- Désk i8 long $4.06bb of AAA/AA risk
- Desk s short $3.3bb of mezz risk (A/BBB/BBB-)
- Since May, the desk has added $2.5bb of AAA and $0.8bb AA
- Since May, at the mezz level, desk has bought $0.7bb of index risk and sold $2.2bb of cash and single-name risk ’

- Desk has very fittle Index/SN basis. The Index position is relatively flat {<$250mm in any mezz rating bucket) .

Irading Rationale
Capital Structure Trade

Fundamentals:

- Current market Implied cum losses on ABX 06-2 AAAs are 23%

- Current market implied cumn losses on ABX 06-2 BBBs are 13%

- For example, the $ price spread between 2006 vintage ABX AAs and 2005 viniage SN BEBs is only 8pis,
while the difference in credit enhancemsnt is 10%

Technicals: ’ :
- Prior to Fed action in mid-August, Mortgages bought approx $9bb of AAA ABX from the street ==> street trades short.

. = Re-initiated short BBB position following the BSAM Hedge Fund troublss

W
A
/
W\
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ABX/Single-Name Basis
Current ) .

: ) Notional ABX Prices SN Prices Basis
ABX.HE.06-1.A {527) 86.5 923 - 58
ABX.HE.06-2.A : (312) 70.3 . 85.9 15.7
ABX.HE.07-1.A (231) 51.0 68.5 175
ABX.HE.07-2.A (213) 62.5 72.1 9.6

Total (1,283) : 10.9
ABX.HE.06-1.BBB (815) 61.5 738 123
ABX.HE.06-2.BBB ' (61) - 393 47.0 7.8
.ABX.HE.07-1.BBB ‘ (135) 32.0 46.2 14.2
ABX.HE.07-2.BBB (615) 40.5 48.5 8.0

- Total A , (1,626) 10.7
ABX.HE.06-1.BBB- : : (1,208) 50.8 . 653 14.6
ABX.HE.06-2.BBB- 20 33.0 = = 482 13.2
ABX.HE.07-1.BBB- (450) 29.5 40.4 10.9
ABX.HE.07-2.BBB- ‘ (198) 37.0 449 7.9
Total . (1,831) : 12.9

Q’(Z
DAVERY



££1£69€10-3-S8N SO - | SyoeS ”e‘“p»'°5%6‘81%?§?e?_'§’>ﬁﬁt}ﬂ8“‘-‘?ﬁéjgée%‘?%pé‘wo
| | ()

\VJ

ABS Cradit 10
Market
Per Annum Value
Date Value ($mm) Duration ($mm)
2-Feb-07 1.9 23 27.6
7-Mar-07 -111.8 27 301.3
25-May-07 166.4 3.5 5774
27-Aug-07 177.2 24 420.5
Risk Summary

- In Dec/Jan, the desk bought protection on $8bb of BBBs, primarily facing other street warehouses (le Citi, ML, UBS).
These trades were inifiated with coupons of 150-350bps

- In Feb/Mar, the desk eold protsction on $4bb of BBBs. These were par priced trades struck at coupons between 300bps and 700bps.
- By early March the per annum value of our 10 was $112mm

- Throughout April and May as we flattened out our net short position, by continuing to sell protection on par trades, the 10 increased :
to $165mm per annum

- Since May, the per annum value of the IO has been relatively stable because new shorts were initated outright

Jrading Rationale

- Credit 10 has very attractive convexity:
- Current mark: 2.3 yrs
- Downside 1yr
~ Upside 5yrs

- Credit 10 makes us less short at the mezz level:
o - offectively.a .net-long-position of-approx 750mm-to 1bb of BBB/BBB--risk . e e S e B
- (see difference between Hedge equivalents and notionals on risk table) -

Model implied duration vs dollar price

{—+—BBB.06-1 duration]

10 duration

0 20 40 60 80 100 120
ABX Price
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Mtg NYC Spg Trading Portfolio Summary 28Sep07

e . 233 il

Sector Credit Rating. Notional{mm) Hedge Eq(mm) SDV01(k) Contr VaR{mm) VaR{mm) Stress(mm)
RMBS AAA 2117.89 2118.80 B55.77 KIK: . 1310 5.25
RMBS AA 660.41 661.52 273,38 12.29 14142 . 13,70
RMBS A - 85858 849,83 16260 - 9.26 10.34 115.26
RMBS BBB -2266.27 " -1949.07 233.20 28.04 28.10 324.42
RMBS BBS- -1888.08 -1356.81 139.19 17.70 21.48 342,13
RMBS BB 93.88 93.89 Y 4 0.00 : 0.00 380

e

Sector CreditRafing Notional(mm) Hedge Eq(mm)  SDVO1(k) Contr VaR{mm) VaR(mm) Stress(mm

‘Sector  Credit Rating  Notional(mm) Hedge Eq(mm) SDV01(k) Contr VaR(mm) VaR(mm) Stress(mm)
[3575] AR T -56a05 566,54 217.66 9.05 871 75T
CcDo A -686.86 71359 - 201.64 12.41 1284 28.05
cbo . A 477238 ’ ~1796.04 300.76 3167 38.64 4297

. cDo B8B -356.85 -360.39 4912 7.02 745 7.05

- wmmmem = Redacted by the Permanent
Subcommittee on Investigations




SPG Trading - SP CDO Risk (9/25/2007)

Includes rerained CDO positions

CDO Cash and CDS (MV $mm)
Mezz High Grade CDO ~2

AAA (102) 212 171
AA (314) (178) 22
A 519 (58) 0
BBB (on 6 |

BB ( - -

Equity 6 10 1
() 196

Total . o (1,028)

5/9/2007 - CDO Retained Debt/Equity

Mezz
Class S 6
Super-senior B 7
Mezz AAA 23
AA 133
A 82
BBB 44
BB 11
Equity 43

Total 666

9/25/2007 - CDO Retained Debt/Equity

Mezz
Class S : 6
Super-senior 198
Mezz AAA S

_AA 40

A L
BBB 8
BB . I
Equity . 6
Total 269
Difference

Mezz
Class S -
Super-senior - (126)
Mezz AAA [¢)))
AA 93)
A an
BBB (36)
BB (10)
Equity . (37

Total (396)

High Grade
9

3,094

33

9

36

35

38

3,265

High Grade
19
293

High Grede

(2,302)
32)
&)
(33)
29

(28)
(2.933)

CDO "2
7

450
140
17

32
- 683

'CDO A2

105

CDGO 2
(20)
105
(396)
(n
@

(W)

Gn
(483)

Total
42
595

62
t

17
802

Total

(20
(2.823)
(445)
(220)
(1n
(82)
(10)
(96)
(3,812}

ABX Hedges (Notional $mm)

60
G4

(114)

Index ABX06-1 ABX06-2
AAA
AA
A (500)
BBB (56)
BBB- @9
Total (605)

- Since May 2007 GS has sold $3.0bb MV of retained CDO risk (2.6bb of retained super senior
and 400mm in junior AAA and below)

- SPG Trading is short mezzanine CDO risk across the capital structure, and remains long CDO2
tisk from GS transactions executed in Q2 2007 (TWOLF and Point Pleasant)

.Footnote Exhibits - Pags

2 3767
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SPG Trading - CMBS Risk

Footnote Exhibits - Pagg

8/9/2007 Notional ($mm) . Spread DV01 (000)
Cash SN Index Syn CDO TRS Net . Cash SN Index Syn CDO TRS Net
AAA (174) (2,512) (445) 3,326 [«1%)] 322 (113) (1,633) 289) 2,162 (336) (209)
AA (106) (125) (378) 178 - (431) (3] (81) (246) 116 - (280)
A (45) (1,572) 492 2,160 - 1,036 29 (1,022) 320 1,404 - 673
BBB/BBB- (83) 62 (1,885) 2,683 - 777 (54) 40 (1,225) 1,744 - 505
BB+/BB (20) 55 40 348 - 343 (13) 36 26) 226 - 223
9/25/2007 Notional ($ram) Spread DVO1 (000)
Cash SN Index Syn CDO TRS Net Cash . SN Index Syn CDO TRS
AAA (209) (2,482) (2,431) -4,368 1,314 560 “{136) (1,613) (1,580) 2,839 854
AA (129) (120) (528) 374 - (403) (84) 78 (343) 243
A h (92) (1,772) (1,631) 4,308 . - 812 (60 (1,152) (1,060) 2,800
BBB/BBB- on © 142 (3,466) 4,105 52) 631 63) 92 (2,253) 2,668 (34)
BB+/BB " (40) 46 29) 378 - 355 . 26) 30 (19 246 -
Changes from 5/9/2007 to 9/25/2007 :
Notional ($mm) Spread DVO1 (000) '
Cash SN Index TRS Net Cash SN Index Syn CDO TRS Net
AAA (€)) 31 (1,986) 1,831 882 (23) 20 (1,291) 677 1,190 . 573
AA - 23) 5 (149" - 28 (15 3 o7 ey N 18
A @8) - (200) (2,123) - (223) - 31 (130) (1,380)l S - (145)
BBB/BBB- 149 80 (1,582) qZe: 52 (146) . 9) 52 (1,028) 502539 (34). (95)
BB+/BB 20 9 11 31 - 12 (13) ©) 7 . - 8

- Desk remains short @ the A/BBB/BB level of the cap structure - 1.2mm/bp all-in, with 800k/bp in 2005 through 2007 vintages
- - Short positions are in both super senior protection and single name/index
- Desk has added 2.5bb in super senior protection since May @ the single A level (MBIA)

- In addition to the 2.5bb trade with MBIA, correlation increases observed on previous super senior positioné accounted for an additional 1.2bb of
tranche short increases : ’

- Nev/net, while out risk has changed a lot intra quarter, our risk vs May 2007 is largely unchariged

\)\\.
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Cormumercial Mortgage Rbk Report
. MAY 1_1_1_001 SEPT 16 2007
Fixed Rate Loans
' Change fu Change in
. Totgl 10 BP Credin Market Valve for Toul 10 BP Credh Market Vetue for
Type Balance S DVOI Spread Widening Fall 1998 #' Balance $DVOI_ - $ Widenin| | 1998 Shock*
FIXED Conduil 13 14 (459 E 9121 1,065 [X3) 610 3198
Loen 1,346 418 {11.26) {52.50} 228) 130 {510 (61.84)
Flxed Subtotal 4,200 . 144 as.44). (11263 346 18 {21.30) 0942)
HEDGES Syr Swaps " e - - 750
10yr Swaps 2649 . - 248
20 yt swaps . . -
AAA CMBS CDS 430 ©In 1% 816
CMBS Index (Swap) 3.4000 an 2.4, 242 @150 (199 1930 3838
CMBX A 1200 ©.14) ’ 142 .10 (125} [uX 0.38 444
CMBX BBB Qs) [uli )} .18 178 an ©.0% 033 333
CMBX BBB- 2] (007 [AL] 166 ({0} @on 007 17
Corp CDS 30 002 - 0. . (1.06 60} . oo 0328 124
Hedge Subcotsl [-X 9] 28.95 91.08 i 23S 70.66
Flxed & Hedge Tosl {9.25) 1.50 (21.55) .05 _{0.35) 29.16)
Ploating Rete Losns Charge In Change iv
Total 10 BP Credit Marka Yalue for Toul . 10 8P Oredit Marke1 Valae for
Trpe Balanes SDVOL Spread Widening Fall 1993 Shock= Balager SDvut S| Widcnin, Fall {998 Shock®
FLOATING Securiiaaton 1416 05 2.3 (12.69) 1841 032 T Q24 {1630
“Transitions! Lomns . L84 o {1sn 336 (X1 (B} {1.72) (8.62)
Floating - comendted 990 o Q.10 [{{X1}} 518 0.06 ©.61) .06
Floating Total 3,849 . 9.63 (6.30) (31.51} 3,817 [X] (5.57) Q186)
) Changein ’ Change in
Toul : 10 BP Crediy Market Valge for Towl . 10 BP Credk Market Valoe for
Balance 3Dvoi Widcolni Fall 1998 Shock* Balauce 3DV0) Widenl Fall 1998 Shock®
OTHER 1300 05 | {260) (13.00) . .
Equity lnns Commitment 920 07 3.68) (66.61)
S Comumitment 08 048 L) -(BLI8)
Other Tots! 1,390 026 {2.40) (13.00) §943° 2.03 {20.75) {(266.38)
*loan balsnce only

LOAN T

DESK TOTAL

Footnote Exhibits - Page

excluding other
Funded Balence
*Commined Balsace

Tout Funded & Commbuzd

Ehal Hedge, & Dothis ead ofloees

339
2210
- 3.049

*Batanve Comnmitied valued at 0% for Fall 1993 Sbock a5 maay tan commitments would be renegotlated. vatved 2t 100% for 10hp widening.

-—- = Redacted by the Permanent
Subcommittee on Investigations

(S7.0420

DESK TOTAL exchuding other
Funded Balance 66715
*Commiticd Balance I F )
Towd Fortded & Commiteed 1.9

Exit
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Footnote Exhibits - Page 3770
Warehouse - CDO

5/10/2007

Warehouse Risk (3MM) . :

. RMBS Prime  RMBS Subprime CDO CMBS/Othe_r Total
AAA 339 - 5 . 196 541
AA 118 43 68 297 526
A - 95 314 761 198 1,367
BBB : - - 50 - 50
Total 552 357 883 691 2,484

HC _ : 5.0% 300% 3.0%

Warehouse Hedges ($MM) ’

Index ABX 06-1 CMBX 06-2 Single Name CDOs ‘ Total
AAA . (500) (50 . (550)
AA . 40) ) (40)
A : . (750) . (120) (870)
BBB (75) (75)
BBB- ' : (50) (50)

Total ) (1,325) (50) (210) . (1,585)

9/25/2007

Warehouse Risk (SMM)

RMBS Prime  RMBS Subprime CDO CMBS/Other Total
AAA ; " - . .
AA _ ‘ ; . . ) ..
A : . : - . . -
BBB ‘ : - . . . .
Total . - - ] . . .

Warehouse Hedges ($MM) o

' Index ABX 06-1 CMBX 06-2  Single Name CDOs Total
AAA - -
AA . . - . -
A . . . - .

BBB- . . . - - _ -

Total . - - . ST

GS MBS-E-013693138
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Warehouse - Residential Book

5/9/2007 :
Wareghouse Faclli urB Funded Balance
7,083,323,959 134,257,100
167,500.00 160,038
13,078,588.89 10,548,405
' 47,748,455.74 44,511,230
189,476,773

(1) G s e faco amount of the securities funded.

9/25/2007 :

Warehouse Facili uPB Funded Balance
d 14,576,054,684 43,376,444
o 1,611,500.00 1,611,500
L ] 37,828,732.77 34,926,619
C ) 79,914,563

(1) NN s the face amount of the securities funded.

Excess/{Deficit)

Footnote Exhibits - Page 3771

Excess/(Deficit) Funded Balance/UPB Market Value/UPB

Market Value Required Haireut
224,674,700 90,417,600 80,417,600
164,988 4,950 4,950 -
10,296,773 (251,632) 205,935 (457,567)
46,554,744 2,043,514 . 931,095 1,112,420
281,691,205 92,214,432 91,559,580 654,852
Market Value Excess/(Deficit)  Required Haircut  Excess/(Deficit)
53,241,722 9,865,278 24,765,522 (14,900,244) -
1,611,500 - - - .
37 442,880 2,516,261 772,974 1,743,286
92,296,102 12,381,539 25,538,496

' wmm—me =2 Redacted Py the Permanent
Subcommittee on Investigations

(13,156,958)

Funded Balance/UPB Market Value/UPB

1.90% 3.17%
95.55% 98.50%
80.65% 78.73%
93.22% '97.50%

0.30% 0.37%
-100.00% 100.00% .
92:33% 98.98%

GS MBS-E-013693139
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Warehouse - Commerclal Book

5/9/2007
Client

9/25/2007
Client
CTRET

Facility Type Maturity Date

Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commerclal
Commercial
Commercial
Commercial
Commercial

Commercial -

Commercial

06/28/07
06/29/09
09/01/07
07/22/07
12/21/07

01/03/08
01/19/09
10/01/07
09/15/09
02/01/08
06/21/08
10/26/07
06/22/07
07/27/07
10/20/07

Facility Type Maturity Date

Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial

Commercial

Commercial
Commercial

06/29/09
08/27/09
09/11/08
02/02/09
01/03/08.
01/19/09
06/25/09
10/01/07
02/01/08
06/21/08
10/26/07
04/07/10

—— = ;ledacled .by the Permanen
ubcommittee op Investigati

.

Facility Size

150,000,000
150,000,000
. 50,000,000

26,403,500

25,500,000
50,000,000
400,000,000
175,000,000
250,000,000
75,000,000
300,000,000
250,000,000
100,000,000
100,000,000
250,000,000
22,649,444
2,374,552,944

Facility Size

150,009,000
50,000,000
25,500,000
31,412,500

400,000,000

175,000,000
75,000,000

250,000,000

300,000,000

250,000,000

100,000,000

250,000,000

2,056,912,500

. 77,450,225
15,630,050

25,500,000
43,750,000
133,067,937
90,078,546
164,321,374
8,651,367
76,432,159
61,164,586
37,041,390
29,709,000
20,515,001
783,211,634

Outstanding Balance

71,800,722
10,000,000
25,500,000
31,098,375
34,910,120
37,527,669
32,618,806
171,833,632

124,030,717
51,209,771
17,812,500

608,442,313 '

Outstanding Balance Borrowing Base

122,450,225
15,790,920

25,500,000
43,750,000
133,067,937
90,078,546
164,321,351
29,366,294
76,432,159
61,380,326
37,041,393

29,709,000 -

20,515,001
849,403,150

Borrowing Base

119,912,026
31,504,485
25,500,000
31,088,375
48,162,253
39,888,901
32,618,806

178,561,152

126,867,224
51,209,771

18,984,507
704,307,502

Excess (Deficit)

45,000,000
260,870

©

(23)
20,714,927

215,740

2

0
66,191,516

Excess (Deficit)

48,011,304
21,504,485

13,252,133
2,361,232

6,727,520

2,836,507
0
1,172,007
95,865,189

Footnote Exhibits - Page

WAP .

0.0000
100.0000
100.0000

0.0000

100.0000 .

100.0000
100.0000
100.0000
98.0098
100.0000
0.0000
0.0000
100.3783
99.5353
100.0000
100.0000

WAP
99.2607
100.0000
100.0000
. 99.0000
98.7903
§7.2500
100.0000
92.6520

98.1625
99.0350
95.2614

2 3772
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l 4 Footnote Exhibits - Page-3773

e = Redacted by the Permanent

Warehouse - ABS Book Subcommittee on Investigations
5/9/2007 ’ . .
Client Facility Type Maturity Date Facility Sizé Qutstanding Balance Borrowing Base " Excess (Deficit) WAP
RN ABS 12/15/08 500,000,000 : 43,470,156 99,959,874 56,489,718 104.5189
o ABS 10/28/07 750,000,000 467,410,346 562,986,439 - 95,576,093 0.0000
L . ABS ' 09/28/09 250,000,000 193,000,000 193,000,000 - 100.0000
BASIS CAPITAL ABS 10/27/07 100,000,000 35,943,686 35,943,686 - 100.0000
1,600,000,000 739,824,188 891,889,999 152,065,811
9/25/2007 .
Client ' Facility Type Maturity Date Facility Size Outstanding Balance Borrowing Base Excess (Deficit) WAP
F ABS ) 12/15/08 500,000,000 - 145,452,399 150,834,842 5,382,444 102.6348
: . ABS 10/28/07 750,000,000 . 284,931,272 371,758,834 86,827,663 0.0000
i ABS 09/28/09 250,000,000 193,000,000 - 193,000,000 - 100.0000
- 1,500,000,000 623,383,670 715,593,677 92,210,006

GS MBS-E-013693141
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Footnote Exhibits - Pag

EPD Summary

September 26, 2007

p 3774

B Between May iO, 2007 and September 26, 2007, there was a 37% reduction in total EPD outstanding notional.

Total Notional ($) ' 60+ Day Aged Claims ($)
May 10, 2007 $659,198,749 . $372,224,646
September 26, 2007 . $418,055,390 . $82,431,066

Reduction - ' $241,143,359.(37%) _ $289,793,580:(78%)

m Between February 2007 and Séptember 2007, there was an 82% increase in total loans collected based on current UPB.

Total Bankruptcy

! Current Claimed includes collectible current and delinquant loans as of the date represented above that are outstanding .
2 Collected column Is Inclusive of repurchased and settled foans. Repurchased loang were settled at full price whereas settied loans were settled at & negotlated price.

Current Claimed ($)' Total Monitored (§) Total Rescinded (§) Total Collected ($)° Out of Business ($)
February 2007 - $2,097,805,579 $1 7,99'9,544 $393,521,906 $21 3,575,036 $43,668,586
May 2007 659,198,746 48,165,771 647,909,462 715,991,154 50,385,834
- September 2007 126,881,624 6,659,’526 694,140,979 1,195,442,359 291,173,765

f

Confidential Treatment Requested by Goldman Sachs
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o Footnote Exhibits - Page 3775

Other ABS Risk
.
9/25/2007 5/9/2007
Pos Pos © ' ;
Bond . , (MM) (M) Rating " = Redacted by the Permanent
L : : Subcommittee on Investigations
S Positions _
. ] 287.12 - NR
- 67.95 - NR
] 183.24 - - NR
G 76140 - NR
LEASE REC VFN FUNDED 29.53 - NR
LEASE REC VFN UNFUNDED 213.37 - NR
RETAIL LOAN VFN FUNDED 513.11 - NR
RETAIL LOAN VFN UNFUNDED . . 136.89 - NR
WHOLESALE REC VFN FUNDED' 125.56 - NR
WHOLESALE REC VFN UNFUNDED 104.44 - NR
: 2,512.61
G VFN
IR /N FUNDED 98.00 - NR
QRS \/FN UNFUNDED 9.50 - NR
107.50 :
CMBS Floater - Rake Bond o
e ] 3.96 - Aa3/AA-
G 4.26 - AVA+
et 5.17 - A2A
- 3.70 - A3A-
U '5.11 - Baal/BBB+
22,20



Mortgage Weekly Risk Review
As of COB: 9/26/07

Footnote Exhibits - Pags

: . . sdv01
Business Sub Business Core Trade and/or Risk sdvot (K) Nt (B) MV (VM) Stress Tdst VaR Contr VaR P/L (K) NU(B) MV(MM) Stress Test VaR Contr VaR P/L
SPG ABS Net Short BBB- 84 (1.5} (26) 0.30 - - - - -
Capital Structure Steepener 25 . . ~{0.30) . . . - .
Long Residuals ] ass - - . - - - -
Net Long COS IO 8.8 - . - . . . .
‘Correlation Short RMBS SS vs SN COS (2.8) . 0.15 - - - . .
Short CRE SS vs SNCDS (4.5) - - - . . . .
cDO Short COO's (0.8) . - - . - . .
Resl Credit Subprime Long Subprime Loans vs ABX 0.3 384 - {0.12) - - - - -
AltA Long Alt - A Loans 0.2 - - - . - . .
Net Short ABX (0.2) . - - . . - .
Alt-A [ ABX Basis 0.2 . - . . . . .
: . . i : . : .
Scratch & Dert  Long Whole Loans 585 - - - - - . -
Resi Prime Agency /WL Long Hybrld / OA / Fixed Loans 1.5 : 0.30 . - - . -
Long Mortgage Basis 1.5 - 1.50 - - . - -
Agency / Non Agency Basis 19 - - - - . . -
Long Residuals 80 - - (5) - . - .
Convexity (1mX10y Straddie Eq) (0.5) - - - - - - -
CRE Origination Unfunded Commitments - . . . . -
Long CRE Floaters /
Transitionals - . . . . . . .
Conduit / Large Loan Basls vs.
TRS / Index - . . 3 . . ]

* Development is 8 work in progress: alln.

are appr

JudUBULIA 3Y) AG PINEPIY = |

suonedi)saAu] uo 3NNUWHB0IqNG

3776
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6 3777

iMortgage Dept Top Sheet . |
Market Sub Market . Notional ($MM)* Market Value (SMM)* Spread 'Rate
Total Long Short Total Long Short DVOo1 DVO1
($K) ($K)
Total 21,5485 168,001.8 -146,353.3 5,156.5 1221245  -127,281.0 893.4 637.8
RMBS Total 16,043.4 61,239.4 -45,196.0 12,9105 43,776.2 -30,865.7 -4,914.5 5,042
Subprime/2nds 4315 43,960.9 -43,529.4 -600.6 28,795.2 -29,395.7 -868.2 3109
Alt-A 628.4 2,099.8 -1,471.4 1770 1,454.6 1,277.6 28.4 -679.4
Prime 13,737.2 13,932.2 -195.1 12,432.8 12,625.2 -192.4 .3,938.0 -4,057.1
Scratch & Dent 1,2389 1,238.9 . 8938 893.8 o 798 -56.9
Other 76 7.6 75 75 X 0.1 6.0
ABS Non-Resl Total 1,574.0 2,426.5 -852.4 -36.3 814.0 -850.3 186.5 o
ABS -686.6 165.0 -851.6 -685.7 163.8 -849.5 301,7 e
ABS Auto Prime 1,944.6 1,944.6 o 363.9 363.9 ne -40.6 e
ABS Credit Card Prime 0.0 0.2 02 0.0 0.2 02 0.0 a0
ABS Other 316.0 316.0 BV 285.4 285.4 4 745 2.0
ABS Student Loans Private 0.0 0.5 -0.5 0.0 05 0.5 0.0 20
cmMBS Total = = — = " L] { 0.0
cmBs — I ) -_— 2.0
cDO -Total 8,490.5 19,391.9 -10,901.4 -2,702.8 4,140.4 -6,843.2 1,225.0 S0
: CDO Commercial Real Estate 0.0 101 -10.1 0.0 9.0 ~ -8.0 -0.0 3.0
CDO CRE 422.7 685.1 -1,107.8 -399.5 540:2 9397 264.0 0.0
CDO Squared 836.0 851.7 -15.8 207.4 213.9 66 -93.8 5.0
cLO . 1728 318 -204.4 -172.6 30.5 -203.1 750 a5
MG CDO 9,482.6 12,021.9 -2,539.3 -692.8 1,232.3 -1,925.1 3156 0.
Mezz CDO -1,232.8 5,791.3 -7,024.0 -1,645.3 2,114.5 -3,759.8 664.3 a0 .
Rate Hedges Total

Books not currently caplured: CRE Loans, SPG Syndicate. “Notional amounts for interest only bonds are mkt values.”*Market value of bonds/loans, bond equiv mkt val for synthetics.

=== Redacted by the Permanent
,Subcommittee on Investigations | .

GS MBS-E-013693145
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- Page 3778

GS MBS-E-013693146

.
:Mortgage Dept Top Sheet -~ Report B: Dept Wide By Market, Sub Market and Product (All Desks Covered) ]
Market Sub Type Notional ($MM)* Market Value (sMM)"* _Spread DVO1 ($k)
Market Totat AAA AA A BBBBBB- NR Total AAA AA A BBB BBB- NR ResidTotal AAA AA BBB  BBB-
Total 71,5485 17,8141 1,194.7 -1,373.2 -5,099.3 -1,169.2 15,8465 -5,156.5 53335 6056 -2,8247 -1,967.3 -1,773.4 -2,294.0 4411 7071
RMBS Total 16,0434 10,6844 1,212.6 -832.5 -1,723.5 -389.3 1,378.6 12,0105 92159 9620 -7759 -1,5623 -1.227.1 3,012.2 228.7 102.8
Subprime/2nds  Total 431.5 109854 1,126.9 -753.6 -1,536.6 489.2 936 -600.6 1,773.8 8978 -697.0 -1,3864 -1,294.7 -911.4 183.7 1213
. Bond 16460 6400 4554 2185 1559 4730 = T 11887 5664 3644 1181 617 78.1 -142.0 16.2 -17.2
Loans 428.4 3111 40.0 21.6 125" 91 w3908 3107 40.0 18.0 8.7 22 34.9 -3.1 -2.4
NIM Bond 1977 - nn ng 7.5 57.3 88.9 ce 804 a0 . 0a 49.9 13.3 17.2 e 3.9 5.1
Residual. 93.6 Bal ey s S vt 236 93.6 tar (] . el AN oot ue (1)
ABX-Long 10,8581 2,5004 1,017.1 10384 27779 3,526.3 B 1,451.7 1,582.5 -1,056.3 -413.1 -405.2
ABX-Short 3,2652 8950 2 8227 5774 : 4111 2450 2538 116.7 6.7
TABX-Long 7879 an 756 4347 458 1056 I -12.2 215
_TABX-Short ~ -2,802.7 e +1,099.1 -1,631.4 41,0104 -1,468.8 314.1
‘CDS-Long 28,3586 3836 11,8145 11,695.7 7.432.7 6,747.0 -1,622.8
CDS-Shot  -91,5680.4 2869 .0 -13,456.3 -13,468.2 7.8155 -7,090.7 .623.1
Abacus-Long  1,302.4 09 1,618 1263 11618 1263 -25.8
Abacus-Short - -5,862.8 -897.8 22142 -1,1483 22142 -1,148.3 121.1
Alt-A Total 6284 8971 2217 -8 1450 1902  -26.5 2.8
Bond 8443 6028’ 5.1 1.5 2.8 3.1 8.0 -3.8
Loans 3159 2945 2.7 32 1.0 2.0 1.6 -0.6
NiM Bond 451 as i 128 Gt 32 e 2.1
Residual 1419 ne A L™ 4 3 G XY U
CDS-Long 752.9 an 780 1207 3G 855 90.4 -23.0
CDS-Shoit -1,467.2 L -180.0 i 2611 -1335 R2
Abacus-Long 1.0 i1 il ] 1.0 . 48 09
Abacus-Short 4.2 [ : .l 0.8 ag =R
Prime Total 13,7372 7,697.8 427 9584 52,1 .7
Agy GMO 2,306.8 ue < 8 B3 ST ]
Agy ARM 581.4 oL . 23 ~: 22
Agy IOPO/Drv  2,574.0 0% R & Ly «0
Prime I/PODv  123.3 1233 T . z e L
QAHYb WAC 10 84.1 1.1 : —r . ¢ 83.0 B 83.0
Prime Fix CMO  3,872.2 3,6722 [ RN . - . e
Prime ARM CMO 2,461.1 2,441.7 . : : . 19.4 . 19.0
Prime Sub 2478 T N B © 2478 . 2135
Pame FixLoan 7445  717.0 6.7 9.3 4.1 as 30 a1 44 30
Prime Am Loan  130.8 1256 2.0 1.3 0.7 10 03 . 08 1.0 0.3
HOA/MTALoan 627.1 4168 137 8.9 4.8 9.6 28 5249 4080 13.4 67 47 9.4 27
COS-Long 1217 29.8 200 3.4 375 109.2 yu 29.8 180 30.9 30.7 B
COS-Shoit -137.8 [ 50 274 954 98 T 1344 3 50 214 924 9.7
Scratch & Demt Total 1,288.9 129.1 7.8 75.1 924 7%.0 T8L.T 893:8 128.2 7.4 69.8 763 §8.3 522.6 -12.6
Bond 1917 v 9.0 §0.2 60.1 52.1 kR 153.9 a 8.4 55.7 49.4 40.5 S 8.1
Loans 10165 1291 18.8 14.8 324 - 289 7570 TIS2 1292 18.8 14.0 27.0 178 497.9 45
Residuat 247 e P - - R 287 287 3 & - sz 247 R
Other Total 76 5.0 v 25 ot - 0.0 75 49 @8 2.5 Py X3 -0.1 0.0 cu 0.1 EE 89
" Bond 76 ° 50 S 25 i [N 0.0 7.5 (X} P 2.5 [ 5.0 ol -04 0.0 N 0.1 [y [
ABS Non-Resi  Total 1,574.0 96.8 270 1190 1413 0.0 17108  -36.3 94.0 4.3 -13%1 <1415 o4 1220 9 1865 169  -185 1830 60,3 -0.0
ABS Total 6866 -199 a3  -5128 -1639 3 v - 6887 -19.9 cx  -5121  -153.7 [iX0 2] o8 3017 86 ¢6 2264 -86.7 [
COS-Long 165.0 U o 1180 50.0 i 1838 up 5y 1139 499 2l DS we 1013 3 . -882 151 (&
Books not currently captured: CRE Loans, SPG Syndicate. *Notional amounts for interest only bonds are mkt values.**Market value of-bonds/ioans, bond equiv mkt val for synthetics.
2 ;
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Market Sub Type Notional ($MM}* : Market Value ($MM)** Spread DVO1 ($k)

Market Total AAA AA A BBBBBB- NR Total AAA AA A BBB BBB- NR ResidTotal AAA AA A BBB BBB-

COS-Short 2850 Cr  r 3 -850 708 o - 228 a0 831 98 50 I X S T 1502 26.4 o]

Abacus-Long Tc, L [ B S w e .00 Lu S .l [¥he] “rer €.0 e 0.0 .G ol

Abacus-Shot  -566.8 199 Ui -4320 1339 sro£a 5086 -19.9 4329 -133.9 ca 59 2264 86 1624 554 or
ABS Auto Prime 19468 00 w3199 ‘@ %38 00  Du 323 vt G5 408 408 00 925 ) g
ABS Gredn Card | %0 oC - Lc 09  r 0.0 L N 0y ow 0.0 i -0.0 0. ¢o
ABS Crher 3160 1188 270 741 128 2854 1138 243 539 123 U 812 745 255 1108 -84 0.0
ABS Student Loar 0.0 4- R B : 00 4 € 00 w3 k¢ GF 20 i 0.0 0 23

‘cmes Totat ) ; ;

CMBS * Total

Bond

CDS-Long

Abacus-Long

Abacus-Short

CMBX

RS

coo Total 4591 -1,233.6 763 105549 27028 6542 -617.5 -1,1688 -1983  -8&1  220. sT0s 29868 5119  60.8 53.0

CDO Gommercial 00 @ 00 v A T T T I o i vyl ca « 00 oy o0 25
CDO CRE 47227 1238 108 -431.0 272 -1012 20 3985 699 58 3680 -394 893 15 ar7 14 219 18.4 535
GDO Squared 835.0 6121 1833 81 304 ~% 221 274 1723 252 04 38 ai 58 778 115 02 18 oa”
CLO 726 415 720 . 957 B3 L 4728 -415 720 357 233  n° R i 750 18 346 166 119 ¢n
HG@ CDO G4s26 4258 2505 108 489 140 101084 6928 4344 1969 789 &7 09 108 ot 3188 . 2oA5 &3 22 32 0.4
Mezz CDO 42528 4422 3107 7644 1488 109 4224 -1,6463 4406 9787 €865 1428 03 40 nu 6843 2679 1278 : X

Rate Hedges  Total

wmmmme = Redacted by the Permanent

Subcommittee on Investigations

Books not curently captured: CRE Loans, SPG Syndicate. “Notional emounts for intersst only bonds ara mkt values.**Market value of bondsfloans, bond equiv mkt val for synthetics.

3
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. Y
Mortgage Dept Top Shest — Report B1: SPG Secondary (excluding Correlation) By Market, Sub Market and Product l B,
Market Sub Type Notional ($MM)* Market Value (SMM)** Spread DV01 ($k)
Market Total AAA AA A BBBBBB- NR Total AAA AA A BBB BBB- NR ResidTotal AAA AA A BBB BBB-
Total 2m1 .6 106637 1,524.5 -1,179.9 -1,697.4 -1,537.3 13,8679 399.6 24823 1,310.7 -2,131.6 -8413 -568.8 140.2 [P 168.9 -689.8 5978 1,061.8 181.8 230.0
RMBS Total 4218 28049 1,176.4 -1,559.7 -1,704.5 -1338.6 0.0 0-9.9.7 2,619.2 960.3 -1,305.1 -806.2 5526 23 $ -800.9 -1,1385 -370.% 869.0 181.1 94.6
Subprime/2nds Total -116,7 2,798.2 1,176.4 -1,341.5 -1,406.8 -1,2809 P 1m 2,608.7 9603 -1,100.7 6108 -520.8 8.0 2% -1,041.4 -3,1363 -370.1 295.1 84.4 85.8
Bond 1,851.8 - 840.0 4133 192.3 1413 484.8 31,1013 566.4 3230 92.8 439 702 [ %3 -2048 -1420 -1006 -22.5 -13.1 -183
. ABX-Long 6,216.8 24004 789.1 5729 14148 10395 4,517y 22802 690.56 366.9 7174 462.8 a7 ne -1,700.6 -1,0202 2335 -123.1  -205.2 -1186
ABX-Short -2,020.2 [ 260 8202 6227 -6524 -1,1218 an 236 81468 2459 2375 a9 323.0 L] 8.6 186.7 89.2 60.5
TABX-long %40 Ly v T it 394.0 704 G ) [N 130 70.4 DR -13.6 e B (R4} u -13.6
CDS-Long 24,9675 448 2091 28474 11,022.0 10,8444 43 1761 2,366.9 6,759.3 61813 g -3,918.3 9.1 -87.7 6834 -1,691.2 ,448.9
CDS-Short 314863 -2B69 -210.1 -4,134.0 -13,424.3 -13431.1 1-18,760.2 2842 -205.8 -3,3128 -7,8902 -7,087.4 [} 4,562.8 33.0 451 937.3 1,9247 ,620.5
Abacus-Long 14.2 e 13 29 L LA 142 - 90 1.3 29 PR [ i 27 reor 2.1 0.7 g 0
Abacus-Short -14.2 o -11.3 28 -14.2 it -11.3 -2.9 RS (15N ol 27 ol 2.1 07 an ety
Alt-A Total -505.4 1.8 -213.7 -235.8 -57.7 A -4.36.2 1.6 3o -199.9 1956 -42.3 .6 Tir 139.2 0.2 c 83.6 86.7 9.1
Bond 208.8 1.8 ; 205.5 Dl 1.6 ¢ 1763 1.6 o 1744 32 0.9 (3 X -0.2 bl -47.9 ud -0.0
CDS-Long 752.9 A i 554.2 78.0 120.7 660.3 A e 504.4 65.5 90.4° [ZRN .o i -157.2 -20.8 -23.0
CDS-Short -1,467.2 na - 9735 -3138 -1800 11 LTRA G . 8787 2811 1335 To N v 268.6 87.3 32
Prime Totat 7.0 aa ol -7.0 (o84 on .03 7.0 334 i -T.0 ™0 .0 9.0 (<X 14 29 1.4 .o -0.0
CDS-Long 6.0 i N an s 6.0 T 80 y s . e 8.0 7 39 -0.5 R0 R S 0.5
COS-Shott -13.0 o -7.0 Y -6.0 -y 128 A du 7.0 e 8.0 kXY G 19 et 14 40 0.5
Other Total 7.6 50 ax 25 vl ne 0.0 15 49 . 00 25 a0 0.8 9.0 0o 01 0.0 e 0 0.0 o
Bond T8 8.0 7 25 L wl 0.0 75 49 (At 25 Sl ul Ry nér -0.1 -0.0 S 0.1 ds gkt -
ABS Non-Resi Total 2,100.7 1186 2r.0 278.9 -32.5 0.0 11,7106 480.6 1138 243 283.1 -32.6 W T 122.0 SR -10.0 -15.5 427 12,7 -0.0
ABS Totat ~-160.0 R 34 -45.0 e <> 1887 &0 -113.9 449 EX< 2.5 1052 < 86.1 19.1 oG
CDS-Lonyg 105.9 ue 25.0 e ) 104.2 4t 9.2 2439 PRY oL -na D] -64.1 7.3 [
CDS-Shont -268.0 e -70.0 [ T -202.9 Y < -193.1 49.8 &8 RN BIN 1768 an 150.2 26.4 byl
ABS Auto Prime 1,944.6 0.0 318.9 K 1,624.8 3é3.9 0.0 . 323.1 ’ 40.8 3 “40.6 -0.0 Lo, -32.5 G [AX4]
ABS Credit Carct} 0.0 AN « 0.0 el . b 0.0 Gt LN Q.0 il D13 (%S -0.0 E DR -0.0 au [
ABS Other . 3160 116.6 27.0 741 125 0.0 858 2834 113.8 243 53.9 123 81.2 G ~T4.5 -25.5 -15.5 -10.9 .4 0.0
ABS Studert Loar 0.0 T . 0.0 - - 0.0 ki - 0.0 e L G .-0.0 (KD o .0 w <2
CMBS
[s00) Total 9,341.3 1265 -241.0 -1,0428 242 147 » 10,554.9 -1,2745 9552 -241.1 5954 -39.2 -65.6 2290 25 758.7 255.6 139.8 306.7 168 50.7
CDO Commercial 0.0 LURS 0.0 vy .t . -7 0.0 D ae ‘ 0.0 tE i EAL DAl -0.0 T ~0.0 PV gAY Nt }
CDO CRE -ZT8.7 101.8 226 2024 -10.0 -98.7 2.0 -209.9 70.9 17.7 2224 -10.8 -66.8 1.5 172.8 -25.6 8.0 145.8 10.0 512
b CDO Squared 840.7 816.9 163.3 8.1 30.4 v 22.1 212.1 177.1 252 0.4 3.8 - 5.8 -95.6 -79.7 -11.5 -0.2 -1.8 S
cLo -15.0 0.0 0.0 -15.0 kd Do RIS -15.0 0.0 0.0 -15.0 (b REN BAG 57 -0.0 0.0 57 on [k}
HG CDO 9,692.1 -359.0 -166.% 418 48.9 140 10,108.4 -4633 3659 -110.1 -47 57 0.9 10.8 2362 181.7 - 58.2 48 3.2 0.4

Books not currently captured: CAE Loans, SPG Syndicate. “Notional amounts for imerest only bonds are mit vatues. *Market value of bonds/toans, bond equlv mkt val for synthetics.

4

“emmmmm = Redacted by the Permanent
Subcommittee on Investigations

GS MBS-E-013693148

Confidential Treatment Requested by Goldman Sachs



Footnote Exhibits - Pa

Market Sub Type : _Notional (SMM)* Market Value (SMM)™ Spread DVO1 ($k) |
Market Total AAA AA A BBB BBB- NR Total AAA AA A BBB BBB- NR ResidTotal AMA AA A BBB BBB-
: 4.0 ¢ 4408 178.2 101.0 150.8 4{1.6 -0..1

Mgzz COO -g94.8 -2332 2608 -791.% -43.1 109 4224 -7984 2374 -1739 -3538 377 0.3

Books not currently captured: CRE Loans, SPG Syndicate. “Notional amounts for interest only bonds are mkt velues. “*Market value of bondsfioans, bond equiv mit val for synthetics.
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‘Footnote Exhibits - Page 3782

AN

ilnr—ortgage Dept Top Sheet ~ Report B2: SPG Correlation By Market, Sub Market and Product . . ]
Market Sub Type Notional ($MM)* Market Value (SMM)** ._Spread DVO1 ($k)

Market Total AAA AA A BBBBBB- NR Total AAA AA A BBB BBB- NR .ResidTotal AAA AA A BBB BBB-

Total -1,887.0 8879 -457.7 -2888 -270.0 ) 114.2 B -{,83_5.2 -1,013.9 -638.8 -801.3 -1,034.0 -1,347.2 s 6.2 1,571 . 277.2 1819 370.2 -248.1 4948

' RMBS Total 882.9 4589 916 638.1 1129 6854 -1,6160 4639 -112.0 4210 -654.0 -607.0 Q2 Ly ~40.9 .8.0 88 -1503 66.3 459

Subprime/2nds  Total 886.1 453.9 -91.8 638.8 127 885.4 - -1,6128 4639 1120 4244 6543 -B07.0 A8 -42.0 6.0 -8.3 . -1514 66.4 459
ABX-Long 45914 1000 2280 463.5 1,363t 24368 980 2165 3533 7344 11,1028 ey 6940 -36.1 605 -107.2 -207.9 -2822
ABX-Short -$0.0 i ro, -50.0 -40.0 B e AR 320 -15.0 LR PR 18.0 SR Ny 10.8 42 on
TABX-Long 4139 Y R 257.6 75.6 807 : 3 na o 287.8 46.8 35.2 80.4 £ o -12.2 -79
TABX-Short -2,802.7 (XN P <722 -1,099.1 -1,631.4 .. -2,560.1 su L 722 -1,0194 -1,469.6 877.7 ¥ 244.9 314,1
CDS-Long 33911 33889 3129 9955 8925 8513 .t 2,7536 3359 3050 .873.6 6734 5657 -475.7 -45.2 -101.0 <758
CDS-Short -57.1 N i XN 270 30.1 . -41.2 B R 212 -20.0 €7 30 45 | 22
Abacus-Long  1,288.2 er (g9 21,1618 1263 - 1,288.2 A s <. 11618 1283 -312.4 0.0 2888 | -258
. Abacus-Short  -5,848.7 -8978 6325 -955.8 -2214.2 -1,1483 1 -5,8487 -897.8 6325 9558 -2,2142 -1,1483 931.0 ar.3 420.8 ; 1211
Alt-A Total 32 9.5 3.5 0.3 K tE ‘.2 o4 P 35 0.3 bAG €. L 11 .2 1.2 0.1 LR
. Abacus-Long 10 @9 a 1.0 LI Ta 1.0 Qi G o 1.0 LY ¢ s <02 G 2.2 -0.2 2.9
Abacus-Short -4.2 [ S 3.5 0.8 . S 4.2 k13 i -35 -0.8 At IO T 13 G 1.2 0.2 G
ABS Non-Resi  Total -528.6 -19.9 vos 3979 -1089 u.l o) 5270 -19.9 ‘€ 3982 -1089 RR] 6.0 20 196.4 8.6 piid] 140.3 47.6 2.0
ABS Total 5266  -19.9 2.2 <3979 -100.9 I W5 <5270 -19.9 #4 <3982 -1088 G 28 a6 1984 8.8 47.8 30
CDS-Long 60.0 ac B 36.0 250 Xy e 59.7 20 v 347 250 3¢ o8 co 289 PG -7.8 X1

Abacus-Long gl ar oo [ w.g o LIEN g it o [ (kA4 0.0 L R 5]
Abatus-Short -586.6 -19.8 -432.9 -133.9 o 5968 -19.9 2 -4329  -1339 B DR C 2264 8.8 55.4 (AT

cMBS Total

CDO Total 8568 2929 2181 1911 -1483 -1.5 3¢ -1,428.3 2989 -3T6.4 8734 41579 -22.5 2.9 a0 485.4 115.0 96.8 208.2 44.0 . 23,
CDO CRE ‘ -147.1 22.0 -11.8 ’ -138.6 -17.2 -1.5 0 -189.6 18.0 -11.8 -145.8 -28.8 -22.5 0 91.4 <121 8.5 86.3 84
CDO Squared 48 -4.8 ke v (LR friz il ‘4.8 4.8 nL Lar [t i ) 18 1.8 Dt an it
cLo 1578 . 416 R0 207 -3 B s 1878 415 720 207 233 20 a3 118 348 110 118
HG CoO -209.85 -66.6 -844 -58.5 wa ., a0 -229.8 -68.5 -86.8 T4.2 O DR 793 24.8 3.1 235 Rk
Mezz CDO -337.9 -208.1 -49.9 268 -1058 L T -469  -208.1 2057 3329 -105.1 6a 223.8 . 88.6 26.8 84.6 237
. )
<
; ewseme = Redacted by the Permanent

Subcommittee on Investigations
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Footnote Exhibits - Page 3783,

}
i
Q_/ \
¥
IMortgage Dept Top Sheet — Report B3: Resl Loans/Securitization By Market, Sub Market and Product J
Market Sub Type Notional (SMM)* ; Market Value (SMM)** Spread DVO1 ($k)
Market Total AAA AA A BBBBBB- NR Total AAA AA A BBB BBB- NR ResidTotal AAA AA. A . BBB BBB-
. . , . |
|
Total 1,793.8 8,138.4 1279 #2.1 1319 2539 1,978.6 -7209 6,865.2 133.8 108.2 921 1425 1,0827 108.1 -847.0° -1,881.7 . -29.0. -26.4 1.2 -a1.7
RMBS : Total . 18,782.1 0.338.4 1279 921 -181.9 2539 1,378.6 13,6268 7,068.6 108.2 -82.4 1.42.5 1,081.7 108.1 -3,972.7 -1,881.7 -29.0 -26.4 11.2 © 317
Subprime/2nds  Total 3379 3839 422 -50.6 -180.7 106.3 93.6 <3232 -369.0 217 1218 32.6 93.6 13.2 2151 218.9 4.5 16.1 32.9 -10.0
- Bord 94.3 S 42.% 26.3 148 8.3 RS 87.5 ka8 25.2 128 8.0 G LD -24.9 [aN -137 1.5 8.1 -0.7
Loans 42684 3111 '40.0 21.6 12.5 9.1 s 390.9 3107 18.0 67 2.2 e -56.3 -34.9 -8.1 -8.2 3.1 2.4
NiM Bond - 1977 rn e 7.5 57.3 €89 R 604 e 49.8 133 17.2 LY -12.6 o - -3.8 3.9 -5.1
Rosidual 93.6 L. . S ) 3.6 938 e (= 83.6 -30.4 (4 XY 9
ABX-Long 50.0 to LA - - 50.0 1713 as " el 17.1 " T 44 i gl -4.4
ABX-Short -1,155.0 -685.0 -40.0 1350 -260.0 250 | -0 9541 6797 836 -1502 8.5 [0 337.2 26.7 42.2 22
COS-Short -45.0 0. e «36.0 -5.0 -5.0 Nl -38.6 A 38 312 -4.1 3.3 T 6.8 5.8 0.7 0.3
Alt-A Total 1,137.0 895.4 10.6 0.5 7.8 25.9 145.0 6185 394.6 104 453 8.1 15.8 141.7 36 -168.7 -10.4 3.1 6.3
Bond 6355 600.9 25 13.4 8.1 9.9 2.6 1218 100.2 2.4 10.8 31 $.1 0.0 ~is -353 -7.0 - 23 38
Loans . 315.1. 2945 81 4.8 27 32 10 8143 2043 8.0 44 20 1.8 0.4 3.6 -78.9 -1.8 -0.8 -0.6
NIM Bond 45.1 & i 324 : 12.8 <l ‘394 e 30.2 Tl 9.1 {2 et -3.8 -1.7 PR -2.1
Residual 1413 ar . b o 1413 141.3 ne Ges R i REH 1413 (s -50.7 (X fi G
Prime Total 13,7442 7,697.8 47.2 -51.6 827 3584 124397 6911.8 -52.1 3237 -3,939.3 -8.3 24
Agy CMO 2,306.8 (5 - . ur - I 19246 PEN kS ¢t -665.0
Agy ARM 581.4 LY a v He 23 §83.8 RAY s 22 -116.3
Agy IOPODrV  2,574.0 e o v <. 2,5740 pn S . 1,084.6
Prime IO/PODrv 1283 1233 KR e T 1233 1233 paY [0 448
OA/Hyb WAC 10 84.1 11 B e 83.0 .84.1 1.1 fant - -15.3
Prime Fix CMO  3,672.2 3,872.2 BN : Cn 32000 3208.0 oT R -1,265.3
Prime ARM CMO 2,461.1 24417 L . c . L 19.4 2,3880 2338.0 - - R -443.1
- Prime Sub 231.6 [ ok s [ DER - 2138 g [ i RN -48.8 [eBd}
- Prime Fix Loan 744.5 717.0 8.7 9.3 41 a5 7379 710.8 8.2 4.1 4.4 3.0 -245.3 -1.5
Prime Am Loan  130.8 125.8 290 1.3 0.7 190 1278 12.7 13 a6 1.0 03 -11.9 -0.1
HOAMTA Loan  627.1 416.9 137 6.9 4.8 9.8 524.92 409.0 87 4.7 9.4 2.7 -9.0 -0.1
CDS-long . 1187 an 29.8 20.0 34.4 S . 1032 I 18.0 30.8 247 [ht] -31.8 -78
COS-Short ~124.6 L -5.0 ~20.4 -85.4 -3.8 c -121.5 H -20.4 -92.4 37 i 1.8 0.4
Sﬁmch &Dent  Total 12388 129.1 a8 78.4 824 75.0 . 893.4 129.2 aa 9.8 763 58.3 522.6 10.5 -79.8 «22.8 ~18.2 -12.6
Bond 191.7 S 8.0 0.2 60.1 s2.4 By 183.9 w 8.4 55.7 49.4 405 L] [aRs] -43.9 -20.7 -11.5 -8.1
Loans ' 1,016.8 129.% 188 14.8 32.4 269 757.0 52 129.2 188 14.0 27.0 178 497.9 105 273 21 -4.7 -45
Residual 247 [LAN LAl o A s 24.7 247 an il ERES g af 247 e -8.7 o8 an G

- mammmeme = Redacted by the Pcrmanent
Subcommittee on Investigations
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Footnote Exhibits - Pagele 1_3784,\

‘Mortgage Dept Top Sheet — Report C1: Resi Loans / Securitization Business By Product

]
. ;
Group Type Sub Notions Market Valire (SMM)** Rate Spread DVO1 ($k) *
Type ($MM)' Total Agy AAA AA A BBB BBB- NR Resid DVO1 Agy AAA AA A BBB BBB- NR
: ($k) : {
Total . 1,793.8 <7208 5,080.2 6,865.2 133.6 108.2 921 1425 1,082.7 106.1 -£37.8 -1,836.1 -1,881.7 -29.0 . -26.4 11.2 -a71.7 : ’ -160.3
’ Loans Total 3,260.4 2,810.9 T 1,9768 89.8 53.7 45.1 - 36.4 504.2 106.1 <7101 .3 -367.1 -16.6 -12.4 -10.0 9.1 i -1.1
Subprime Loan 426.4 390.9 X4 310.7 40,0 18.0 8.7 22 O ca -34.9 -8.1 -5.2, -3.1 2.4 ! Rl
S&D Loan 1,018.5 715.2 129.2 18.8 14;9 27.0 17.8 4979 - o -101 2.7 -21 -4.7 -4.5 i 0.0
Alt-A Loan 3151 3143 X$ 2043 8.0 44 2.0 1.6 0.4 [PRY S A S -] -3.4 -1.8 -0.8 0.6 | -C.1
2nds Loan 0.0 0.0 T 0.0 0.0 0.0 0.0 0.0 ue e -0.0 0.0 -0.0 ~0.0 0.0 DrRe]
Prime Armm Loan 130.8 127.8 (L 122.7 1.9 1.3 0.6 -1.0 0.3 RXNY -11.4 0.2 0.1 -0.1 0.1 ‘ 0.0
Prime Fix Loan 7445 737.9 RN 7108 6.8 9.2 4.1 4.4 30 N -238.2 -2.2 -3.1 -1.3 -1.8 ’ -1.0
HOA/MTA Loan 627.1 . 408.0 134 6.7 47 9.4 2.7 wd 2.7 0.1 0.0 -0.0 -0.1 0.0
Retained Bonds Total ) . 42118 224.86 522 177 - 78.7 79.9 ’ 3927 —1.654.8 -55.9 -18.9 -20.8 -19.5 ‘-105.1
Retained Bond 8275 100.2 52.2 91 6 - 653 53.5 Q.0 i3 -20.6 -189 -16.9 12.4 0.0
Rgtained NIM 2429 . 210 80.1 13.3 263 b o Ly Q.45 3.9 7.2 ] Al
OAMHyb WAC IO 84.1 1.1 RSN o £y -4 83.0 LX) -0.0 BIY [LX4] (239 ! -15.2
Subprime Resid 43.9 S I wh N1y o 43.9 Xy (21 ae 9 [eX 4] 1 -9.t
S&D Resid 247 - T a8 g e 247 forz. o2 i) 14 G ) 87
Alt-A Resid 141.3 - XY [ " 1413 [1KE3 (X0 a.c 0.5 Q¢ . -80.7
2nd Resid 49.8 49.8 ‘g D e g S N € 49.8 P ed G a0 (X)) ‘ 213
Other 2,697.3 26973 25740 123.3 d 3y f) ) ] RIR -1,054.8 -44.6 (LR LY ol i [
Synthetics Total 74812 64948 192468 4,8653 74 -117.2 2158 283 19.0 -665.0 -1,448.2 6.4 263 42.0 -9,1 . I -5.4
ABX © -1,105.0 -937.0 cn o 6797 -32.0 836 1502 8.5 Y R 253.8 12.3 26.7 42.2 2.2 | gu
CDS (in Loans Bor  -53.9 -56.9 RS i 24.6 -33:6 -65.6 17.7 e I3y 1} -85.8 0.5 0.2 -6.9 ng
Other 8,640.1 748868 19246 55450 [N i Uy Ly . 18.0 -665.0 -1,703.1 (1R8] LI [FIV] NI -54

.. 29 [X1) ¢ 48.6
Xy T -48.8

Other . Total 829.0 7973 581.8 e i b 4.6

L 2157 5.0 -89.7 -1163 Ay
Iy Other 829.0 797.3 581.8 e an 3 D =

F2187 E -89.7 1163 .

[T

€l

[ <2

]
|
|

=== = Redacted by the Permanent ;
Subcommittee on Investigations '
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i
{
i
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&7

Mortgage Dept Top Sheet ~ Report E1: Department wide ABX Positions - Notional by Index, Rating and Desk

Total Notional (SMM)* - Desk '

" Rating : Index ABS cbo Correlation Prime Subprime Total

Secondary = Warehouse . AtA 2nd oo

- S&D |

. . . |
Total 4,515.5 -319.0° 4,501.4 645.0 -460.0 7,5|92.9
AAA , Total 2,400.4 4.2 100.0 -620.0 -75.0 1,805.4
ABX.HE.06-1 ) 184.9 0.2 100.0 -620.0 0.0 | 3351
ABX.HE.06-2 795.5 a0 0.Q 0.0 -75.0 7205
ABX.HE.07-1 : 1,385.0 . 3.0 oo 0.5 1,385.0
. ABX.HE.07-2 35.0 5o 5.0 , 0.0 00 35.0

|
AA , Total 764.1 X 2280 0.0 -40.0 952.1
, ABX.HE.06-1 2100 S G 228.0 0.0 &0 438,0
ABX.HE.06-2 2310 a9 3 R .0 ) 231.0
ABX.HE.07-1 2431 7.3 2.0 .06 <40.0 203.1
ABX.HE.07-2 80.0 ais 5 g4 o1 ;so.o
A Total 25238 -500.0 4135 250 -110.0 . 313
ABX.HE.06-1 -240 -500.0 3135 oo - 300 , -240.5
ABX.HE.06-2 _ 2530 - 100.0 ae -55.0 298.0
ABX.HE.07-1 . , 413 2.3 348 . -25.0 -25.0 -91.3
ABX.HE.07-2 65.0 e a5 ¢.0 0.0 ]ss.o
BBB Total 708.2 84.0 1,323.1 -50.0 -210.0 1,855.3
P ABX.HE.06-1 5480 - - 44.0 855.0 -50.0 -160.0 1,237.0
v ABX.HE.06-2 437.9 40.0 441.6 -50.0 869.4
; " ABX.HE.O7-1 _ -277% S 26.6 2.0 al -2'51.1

! .

BBB- ¢ * Total . 3904 97.0 2,436.8 50.0 -25.0 12,948.9
g ABX.HE.06-1 2545 51.0 . 15150 . 9.0 5.0 © 1,820.5
; ABX.HE.06-2 161.4 46.0 814.6 50.0 -25.0 1,047.0
ABX.HE.07-1 -75.8 O 107. 6. 30 31.4

ABX HE.07-2 50.0 i 0.6 55 2.0 '50.0

Books not currently captured: CRE Loans, SPG Syndicate. *Noiional amounts for interest only bonds are mkt values.**Market vaiue of bonds/icans, bond equiv mkt val for synthstics.
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Footnote Exhibits - Pagfé 3786

b

-Mortga_ge,S.'trategne'sf

1%
‘Mortgage Dept Top Sheet ~ Report E2: Department wide ABX Positions - Market Value by Index, Rating and Desk _ 1 I
. Total Market Value (SMM)** _ Desk !
Rating " Index ABS CcDO Correlation Prime Subprime Total
: Secondary Warehouse ARA 2nd
. ' S&D R
Total ' 3,720.2 -324.1 2,456.8 -633.3 -303.7 4,915.9
AAA Total 2,280.2 . 98.0 -607.7 720 o1y 598.6
ABX,HE.O6-1 181.2 G 98.0 -607.7 : Y -328.5
ABX.HE.06-2 : ' 763.8 RN il St -72.0 ) .691.7
ABX.HE.07-1 1,302.0 32 S R [ Qo 1,302.0
ABX.HE.07-2 ) 333 ’ RS ) 0.6 NES 33.3
AA © Total 666.9 8.0 2155 0 32,0 850.4
’ ABX.HE.06-1 198.5 D& 2155 a6 Q00 - 4140
ABX.HE.06-2 ’ ) 203.3 RV D av 0.0 ’ 203.3
ABX.HE.07-1 1945 - g ) 0 00 -32.0 ] 62.5
ABX.HE.07-2 705 ey a2 : 0.0 NG ] 70.5
A Total 1625 -410.2 321.2 -11.9 717 ‘1-10.0
ABX.HE.06-1 -19.7 -410.2 257.2 - I -24.6 -197.3
ABX.HE.06-2 ) 162.0 : RXE 64.0 al -35.2 180.8
ABX.HE.07-1 -19.6 KX BRE: -11.8 -11.9 -43.4
’ ABX.HE.07-2 39.8 R 1 S0 Y] 39.8
BBB . Total . 427.7 438 - 719.4 -30.8 -119.4 1,040.6
i ABX.HE.06-1 337.7 271 - . 526.9 . -30.8 -98.6 ' 762.2
. ABX.HE.06-2 182.1 16.6 183.7 co -20.8 361.7
. ABX.HE.07-1 . -92.1 973 8.8 . . S0 a.0 -83.3
U .
BBB- ; Total ) 182.9 42.4 1,102.6 171 -8.5 1,336:.4
: ' ABX.HE.06-1 132.9 26.6 791.1 .0 2.5 950.5
ABX.HE.06-2 5§6.2 15.7 278.6 171 -8.5 358.0
,) ABX HE.07-1 -23.4 GG 33.0 G} RXY 9.6
C ABX.HE.07-2 18.2 22 an 0o QG -18.2

Books not currently captured; CRE Loans, SPG Syndicate. *Notional amoums for interest only bonds are mkt values.”"Market value of bonds/loans, bond equiv mkt vat for synthetics.
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Footnote Exhibits - Page 3787

iMortgage Dept Top Sheet - Report E3: Department wide ABX Positions - Spread DVO01 by Index, Rating and Desk J
Total Spread DV01 ($k) : : Desk )
Rating . - Index ’ ABS CDO Correlation Prime Subprime Total
Secondary Warehouse ARRA 2nd
f S&D
Total . -1,473.5 95.9 -678.9 232.0 100.8 -1,723.7
AAA : Total -1,020.2 ey -36.1 224.0 29.8 -802.5
ABX.HE.06-1 -66.8 38 -36.1 224.0 0.0 121.1
ABX.HE.06-2 -316.1 3.4 9.0 8.0 29.8 -286.3
ABX.HE.O07-1 ’ -620.9 g.¢ J.u ' 3.0 Q.0 -620.9
ABX.HE.07-2 -16.3 XY G0 2.0 0.0 . -16.3
AA Total -226.9 XL -60.5 ¢. 12.3 2751
ABX.HE.06-1 -55.7 XU -60.5 0.0 (OX% -116.2
ABX.HE.06-2 -68.8 v G g 2.9 -68.8
ABX.HE.07-1 . : 745 a0 hEY AR X1 ' 12.3 -62.2
ABX.HE.07-2 -27.9 L : I U RS -27.9
A Total -55.7 119.3 -96.4 3.9 22.9 " -8.1
ABX.HE.06-1 57 119.3 -74.8 Gt 7.2 . 57.4
ABX.HE.06-2 -54.6 v -21.6 119 -64.4
ABX.HE.07-1 6.4 20 R 3.9 3.9 14.1-
ABX.HE.07-2 ‘ -13.2 Qo RN X o " T -13.2
BEB ' Total : -123.5 =12.5 «203.7 8.6 33.7 -297.4
ABX.HE.06-1 s ~94.1 -7.6 -146.8 8.6 27.5 -212.4 .
ABX.HE.06-2 -54.0 -4.9 -54.5 o.C 62 - . -107.3
R ABX.HE.07-1" - 24.7 . AN 2.4 Q.8 G 22.3
BEBB- ) Total S «47.2 : -10.9 -282.2 4.4 2.2 -342.5
4 ABX.HE.06-1 -34.0 -6.8 -202.5 (AR aat -243.3
R ABX.HE.06-2 ~14.3 -4.1 -71.9 : -4.4 22 -g2.5
ABX.HE.07-1 . . 55 LI -7.8 W B -2.3
2% an 20 . 0p 4.5

ABX.HE.07-2 -4.5

Books not currently caplured: CRE Loans, SPG Syndicate. "Notional amounis for interest only bonds are mkt values.™Market value ofi bonds/loans, bond equiv mkt val for synthetics.
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From: Birnbaum; Josh
Sent: Friday, August 24, 2007 10:11 AM
To: Kao, Kevin J.
Subiject: RE: In addition to ABS book, | need you to run that series on the whole dept and correlation
desk
Yes
From: Kao, Kevin J.
Sent: Friday, August 24, 2007 10:08 AM
To: Birnbaum, Josh ’
Subject:

RE: In addition to ABS book, I need you to run that series on the whole dept and correlation desk

For ABS Base portfolio only, correct?

From: Birnbaum, Josh

Sent: Friday, August 24, 2007 10:07 AM

To: Kao, Kevin J. '

Subject: RE: In addition to ABS book, 1 need you to run that series on the whole dept and correfation desk

We have a trader's méeting in 26L right now. Can you bring 8 color copies of the graph into the meeting and
give to me when ready? :

Confidential Treatment Requested by Gold

From: Kao, Kevin 1.

Sent: -Friday, August 24, 2007 10:05 AM

To: Birnbaum, Josh

Ce: Turok, Michael; Primer, Jeremy )

Subject: RE: In addition to ABS book, I need you to run that series on the whole dept and correlation desk

Yes, running it now ...

From: Birnbaum, Josh

Sent: Friday, August 24, 2007 9:40 AM

To: Kao, Kevin J.

Cc: Turok, Michael; Primer, Jeremy

Subject: RE: In addition to ABS boak, I need you to run that series on the whole dept and correlation desk

Kevin, can | get this updated through fast night pls?

From: ’ Kao, Kevin J.

Sent: Friday, August 17, 2007 2:35 PM

To: Birmbaum, Josh

Cc: . Turok, Michael :
Subject: RE: In addition to ABS book, I need you to run that series on the whole dept and correlation desk

Josh - as you requested here's the ABS base portfolio single name & index notional history. Numbers
are in terms of risk exposure.

Il look into correlation portfolio next, and then the mortgage department for fiscal year 2007. This
can be done within the next hour or so.

Retrieving 2006 data may take quite a bit more time and may not be able to finish it by COB. Let me
know if you need 2006 history after you review the 2007 data. Thanks.

<< File: ABS Base Notional History.xls >>

1
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From: Birnbaum, Josh
Sent: Friday, August 17, 2007 2:27 PM
To: Kao, Kevin J.
Subject: RE: In addition to ABS book, I need you to run that series on the whole dept and correlation desk
Understood.
From: Kao, Kevin 3.
Sent: Friday, August 17, 2007 2:25 PM
To: Birmbaum, Jash
Subject: RE: In addition to ABS book, I need you to run that series on the whole dept and correfation desk

Understood. (Yes, the portfolio name is confusing. SPG portfolio in fact covers the entire -
mortgage department synthetic positions. "SPG Trading" Portfolio covers the spg trading
desks, including ABS, correlation, and CMBS).

From: Bimbaum, Josh

Sent: Friday, August 17, 2007 2:22 PM

To: . Kao, Kevin J.

Subject: RE: In addition to ABS book, I need you to run that series on the whole dept and correfation
desk ’

No, not SPG Portfolio, the entire Mortgage Dept.

From: Kao, Kevin J.

Sent: Friday, August 17, 2007 2:19 PM

To: Birnbaum, Josh

Subject: RE: In addition to ABS book, I need you to run that series on the whole dept and

correlation desk

So we'll have three tables of RMBS subprime cds.& index AAA, AA, A, BBB, BBB- -
notional history: one for ABS Base Portfolio, one for SPG Portfolio, and the other for
Correlation Portfolio, correct?

It turns out to take more time to retrieve the data. | should have history for your
portfolio for fiscal year 2007 shortly.

From: Birnbaum, Josh

Sent: Friday, August 17, 2007 2:08 PM

To: Kao, Kevin 3.

Subject: In addition to ABS book, I need you to run that series on the whole dept and

correlation desk -

Confidential Treatment Requested by Goldman Sachs GS MBS-E-012929470
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!Mortgage Dept Top Sheet
Market Value(MMs)(Hedge Equiv MV for CDS) Spread DV01(K$)
. Loan Sec Resid - Totat Rate
Group Sector Totai AAA AA A BBB BBB- NR Resid <2006 >=2006 Resid DVO01(k$) AAA AA A BBB BBB- NR

Books not currently captured: Prime Hybrid, Prime Fixed, CMO, Cash CDO, CREL, CMBS, CashABS
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From: Dutta, Mitrajit
Sent: Tuesday, September 11, 2007 10:22 AM
To: Dutta, Mitrajit; lgbal, Farrukh; Sparks, Daniel L; Gasvoda, Kevin; Swenson, Michael; Finck, Greg; Noh,

Suok; McHugh, John; Pouraghabagher, Cyrus; Nestor, Genevieve; Cawthon, Michael; Mahoney,
Justin; Kong, Sarah C.; Brosterman, Jonathan; Anasetti, Marco; Erbst, Jared R.; Gold, Erica; ficc-
creditmgmt-admin; DeGiacinto, Clayton; Feingold, Jessica; Watson, Whitney E.; Rutherford, Malcolm;
.Heagle, Jonathan; Lehman, David A.; Kao, Kevin J.; gs-mra-mtg; Petersen, Bruce; Creed, Christopher
J; Lee, Matthew; Gregory, Justin G.; Wicker, Devin

Cc: Wiesel, Elisha; Turok, Michael; Barrett, Tom; Chen, Xin; Li, Ji; igbal, Farrukh
Subject: Mtg Top Sheet Report for 10 Sep 2007
Attachments: Mtg Dept Top Sheet 10Sep07.pdf

Risk reports for Sep 10th close are attached.

Sincerely,
Mitrajit.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1871
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EY 1.i10Sep07
f ficc-madstrat |
[Mortgage Dept Top Sheet ]
Market Sub Market National ($MM) Market Value (SMM)** Spread DVO1 ($ Rate
Total Long Short Total Long Short Total DVvo1
($k)

omwesem = Redacted by the Permanent
Subcommittee on Investigations

Books nat CRELosns, 5P0 “=Market value of bondsioans, bond equivemid val for synthgtics. *Notionat smounts for iterest only bonds are mid values.
1 -
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|Mortgaga Dept Top Sheet - Report B: Dapt Wide By Markat, Sub Market and Product(Ail Desks Covered)

Market Sub Type Notional (SMM) Market Value {SMM)™ Spread DVO1 ($k)
Market Total AAA AA A BBB BBB- NR Total AAA AA A BBB BBB- NR Resld Total AAA AA A BBB BBB-

captured: CRE Loans, SPG “Market vatue of

bond equivmkt val for synthetics. *Notonal emounts for intarest only bonds are mit values.

2
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Market Sub Type Notional (MM Market Vatue ($MM)** Spread DVO1 ($k)

Total AAA AA A BBB BBB- NR Total AAA AA A BBB BBB- NR Resid Total AAA AA
{}

e==—e= = Redacted by the Permanent
Subcommittee on | nvestigations

Book CRE Loans, SPG **Market valo of d bond equiv mit val for synthetics. *“NoGonal amourts for ntorest only bonds are mit values.
’ 3
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Permanent
1 investigations

T ————

|Mortgage Dept Top Sheet - Report B1: SPG Secondary (exctuding Correlation) By Market, Sub Market and Product ) l
Market Sub- Type : Notional ($MM) Market Value (SMM)** Spread DVO01 ($k)
Market Total AAA AA A BBB BBB- NR Total AAA AA A BBB BBB- NR Resid Total AAA AA A BBB BBB-

Booka not cutrently captured: CRE Loars, SPG *=Market vaise of

mmmmammmmummmmmm

4
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i
{10Sep07 ;
c-mtgstrat |

Ll
i
Dati
)

E
e

[Mortgage Dept Top Sheet — Report B2: SPG Corrolation By Market, Sub Market and Product |

Market Sub Type Notional ($MM) Matiket Vatue (§MM)™ Spread DV01 ($k)
Market Total AAA AA A BBB BBB- NR Total AAA AA A BBB BBB- NR Resld Total AAA AA A BBB BBB-

- sesmen = Redacted by the Permanent
Subcommittee on Investigations

Books not aurrently coptured: CRE Loans, spem.mmdmmmmmmmmWMMMWMmmmm.
5
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PN
¥

: M‘?rtg?ge. Stfﬁtﬁ .} 10Sep0 :
N S R N fice-migstrat |
[Mortgage Dept Top Sheet — Report B3: Resi Loans/Securitization By Market, Sub Market and Product |
Market Sub Type Notional {$MM} Market Value ($MM)** Spread DVO1 {$k}
: Market Total AAA AA A BBB BBB- NR Total AAA AA A BBB BBB- NR Resid Total AAA AA A BBB BBB-

e = Redacted by the Permanent i
Subcommittee on Investigations ‘

ly caph CRE Loans, SPG **Market vakse of ‘bond equiv it val for synthetion, *Naional amounts for nterest only bonds are mkt values.
6
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: ‘S'tr:éitégnes

Mortgage

t
I
¥

[Mortgage Dept Top Sheet - Report C: Dept Wide By Product (All Desks Covered) ' |

Group Type Sub Noti Market Value ($MM)** Rate . __Spread DVO1 ($k)
Type (SMM) Total Agy AAA AA A BBB BBB- NR Resld DVO1 Agy AAA AA A BBB BBB- NR

($K)

Books not ly captured: CRE Loans, «*Market value of bonds/loans, bond equiv mit va! for synthetios. *Nogonal smounts for interest oy bonds are mit values.

7
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"1 108epo7

i ﬁé_c-m:tgsllraz
Group Type Sub Noti Market Value (SMM}** Rate ' Spread DVO1 ($k) —
Type ($MM) Total Agy AAA AA A BBB BBB- NR Resid DV01 Agy AAA AA A BBB BBB- NR

wmeme— = Redacted by the Permanent
Subcommittee on Investigations

Béoks not cumently ceptuted: CRE Loans, SPG Syndicate. “Market vaiue of bonda/ioans, bond equlv mit vat for syrthetics. “Notional amounts for interoat only bonds are mkt values.
) 8
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]Mortgage Dept Top Sheet ~ Report C1: Resi Loans / Securitization Business By Product l

Group ) Type Sub Notlana Market Value (SMM)** Rate Spread DVO1 _
Type (SMM) Total Agy AAA AA A BBB BBB- NR Resid DV01 Agy AAA AA A 'BBB BBB- NR
(5k) :

| asaeme= = Redacted by the Permanent
Subcommittee on Investigations

Books not aurrently captured: CRE Loans, SPG **Market value of mmmuvmhmmmmhmmm.mMMm.
9
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s 1QSer;O7 3
i ficc-migstrat |

[Mortgage Dept Top Sheet Source Key
Group Sector -Source

Books not currently captured: CRE Loans, SPG Syndicate. "ManMdbmdmm.mmmhvalhmhmmeh\uﬂudym-nnmwm
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From: Montag, Tom

Sent: - Monday, March 05, 2007 8:31 AM

To: Sparks, Daniel L; Gmelich, Justin; Ruzika, Richard
Subject: Re:

How short
I thought justin had a different conclusion

————— Original Message -----—

From: Sparks, Daniel L

To: Montag, Tom; Gmelich, Justin; Ruzika, Richard
Sent: Mon Mar 05 08:27:00 2007

Subject: RE:

We think the overall business is net short, but there is a lot of basis.

Long risk positions:

Resi loans

Cash RMBS resids

CDO warehouse

CDO bonds

Commercial mortgage loans
CMBS bonds

Short risk positions:
ABX

RMBS CDS

CDG CDS

CMBS TROR

————— Original Message—----

From: Montag, Tom

Sent: Monday, March 05, 2007 8:21 AM
To: Sparks, Daniel L; Gmelich, Justin; Ruzika, Richard
Subject: ' '

Do we think the business is net short long or flat right now

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis RS,

Report Footnote #1872 N
—— GS MBS-E-010646842
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From: Broderick, Craig

Sent: ' Thursday, March 08, 2007 7:12 AM
To: - Sparks, Daniel L

Subject: RE: Mortgage risk
x-gs-classification: Internal-GS

T sent you a vmail but this answers it so no need to respond

————— Original Message--—--

From: Sparks, Daniel L

Sent: Thursday, March 08, 2007 12:50 AM :

To: Winkelried, Jon (EO 85B30); Montag, Tom; Vviniar, David; Cohn, Gary (EO 85B30);
Sherwood, Michael S; McMahon, Bill; Broderick, Craig

Cc: Ruzika, Richard

Subject: Mortgage risk

Just spent tonight negotiating with Accredited - they plan to send us $21lmm in the
morning, we have new information on loans in the warehouse line that allows us to feel
comfortable raining the loan mark by $10mm, and we will buy $50mm of A-1 rated ABCP
(Accredited vehicle) from accounts (we feel that the collateral is pretty good) that rolls
Thursday which will prevent ABCP extension. Then all of our EPD claims in subprime would
be resolved - we may have a small Alt A claims (probably under $1mm). If this happens, the
outcome is good. New Century remains a problem on EPD.

Aside from the counterparty risks, the large risks I worry about are listed below:

(1) CDO and Residential loan securitization stoppage - either via buyer strike or dramatic
rating agency change. :

on the CDO front, we have been locking people at various parts of the capital structure
(with a primary focus on the super-seniors - top 50% of the deal), and rushing to get
deals rated. We have liquidated a few deals and could liquidate a couple more, and we are
not' adding risk (we had slowed down our business dramatically in the past 4 months). Our
deals break down into 2 $1BB CDOs of A-CDOs (most risky, but good progress), 2 $1BB AA-
diversified deals (less downside, less progress), and 4 other various smaller deals. We
have various risk sharing arrangements, but deal unwinds are very painful.

For residential loans, we have not bought much lately and our largest pool to securitze is
Alt A ($4.3BB). There is also $1.3BB subprime loans and $700mm seasoned seconds. This
market is also very difficult to execute in.

(2) Dramatic credit environment downturn.

Scratch & dent loans ($900mm), residuals ($750mm), and less liquid bond positiohs - if the
credit environment significantly worsens, these positions will be hurt by losses, further
lack of liquidity and lower prices. :

(3) Covering our shorts. We have longs against them, but we are still net short.

$4BB single name subprime split evenly between A, BBB, BBB- and $1.3BB of A-rated CDOs.
ABX index - overall the department has significant shorts against loan books and the CDO

warehouse. The bulk of these shorts ($9BB) are on the AAA index, so the downside is
limited as the index trades at 99. :

our shorts in (3) above have provided significant protection so far, and should be helpful
for (1) and (2) in very bad times. However, there is real risk that in medium moves we get

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1872
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hurt in all 3 areas.

Therefore, we are trying to close everything down, but stay on the short side. But it
takes time as liquidity is tough. And we will likely do some other things like buying puts
on companies with exposures to mortgages.

————— Original Message-----

From: Winkelried, Jon (EO 85B30)

Sent: Wednesday, March 07, 2007 1:15 PM

To: Sparks, Daniel L; Montag, Tom; Viniar, David; Cohn, Gary (EO 85B30); Sherwood, Michael
S; McMahon, Bill

Cc: Ruzika, Richard

Subject: Re: Originator exposures

Thanks for that summary. .Not bad

Sent from my BlackBerry Wireless Handheld

————— Original Message —----

From: Sparks, Daniel L

To: Montag, Tom; Viniar, David; Winkelried, Jon; Cohn, Gary; Sherwood, Michael S; McMahon,
Bill '
Cc: Ruzika, Richard

Sent: Wed Mar 07 12:09:03 2007

Subiject: Originator exposures

Rich and I were catching up. I will send this group another message of our potential large
risk areas as further stress happens, and our mitigation plans.

As for the big 3 originators - Accredited, New Century and Fremont, our real exposure is
in the form of put-back claims. Basically, if we get nothing back we would lose around
$60mm vs our loans on our books (we have a reserve of $30mm) and the loans in the trusts
could lose around $60mm (we probably suffer about 1/3 of this in ongoing exposures). The
reason it is not clear is that the loans are not worth O, there is some value, so there
are estimates as to what happens on those loans.

Rumor today is that the FBI is in Accredited.

Other big risk areas I will discuss later relate to CDO and loan execution (rating agency
or market shutdown), .covering single name and index shorts (liquidity), and retained
residuals and loan positions (if collateral performance turns worse) .

. /sz‘ .
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From: Lehman, David A.

Sent: Sunday, August 05, 2007 1:17 PM
To: Montag, Tom

Ce: : Sparks, Daniel L; Mullen, Donald
Subject: Mortgage dept summary

Residential Trading Summary (From Finck)

Week's P&L
Subprime +27mm (ABX wider)
Alt-A +51mm (ABX wider)
S&D +4mm  (ABX wider) = Reda
. L. — cted by the Permanent
Hybrids +30mm (ABX wider) Subcommittee on Investi :tio
CMOs 9mm  (Wider AAA spreads)) gations
Derivatives flat
+103mm
Activity/Position Summary
Subprime:

Bid $1B C-Bass loans - did not trade as all bids were below warehouse marks
Current position: $1B loans ‘
Primary Hedge: $1B AAA ABX (covered back ~$300mm AAAs this week)

Alt-A:

Bought $50mm Fixed Loans from Greenpoiat 5.5pts behind Agency Pass-Thrus-> only bid they saw
Locked-in delivery of $375mm loans to Freddie Mac

Current Position: $1.25B loans (including $375mm agency delivery)

Primary Hedge: $1.65B AAA ABX (bought back $50mm this week).

S&D:

Bidding $1.3B loans out of WMC. Traded away around 80
Current Position: $600mm
Primary Hedge: $350mm ABX (mix of AAA, AA, A, and BBB)

Hybrids: AAAs -

25-30bps wider due to supply pressure / lack of liquidity

Bid $1.4B loans out of (. Traded away slighdy higher

Current Position: ~$4.5B (roughly ~2.5B Non-agency, $1.5B Agency, $500mm Loans)
Primary Hedge: $1.6B ABX AAA (covered $400mm this week), Agency PTs

Derivatives:

Better buying of 10s, Inverse 10s -> high yicld and low balancc shect usage '
1

Permanent Subcommittee on Investigations -
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Current Position: $4B
Primary Hedges: Agency PTs

ABS (From Swenson)
Market Summary:
e  ABX 07-1 price changes for the week:
AAA -4.5pts
AA  -9.0pts
A -1.0pts
BBB -4.0pts
BBB- -3.0pts
- Sellers, both new shorts and fast money, have moved up the capital structure to AAA, AA and A's

- dealers have been selling single-A (to hedge super senior longs) and originators have been selling triple-As.

Current Desk Position Summary:

e  RMBS Single-As - net shart 900mm 100% in sinigle-name CDS

e RMBS BBB/BBB- - net short $3,000mm (80% in single-name CDS - 50% in 2005 vintage)
¢ (Correlation De_sk - net short $400mm of ABX 06-1 BBB and BBB-

e  Mortgage Department short approx $4bb of AAA ABX

ABX Index Flow Summary for week ended August 3rd:

e In summary, a phenomenal week for covering our Index shorts on the week. The ABS Desk bought $3.3bb of ABX Index across
various vintages and ratings over the past week. $1.5 billion was retained by the ABS desk to cover shorts in ABX ($900mm in
ABX 06-1 As being the most significant) and $1.0 billion was sold to internal desks across the mortgage department ($925mm
in triple-As).

e ABS and Correlation Desk Net ABX Position Change on the Week:

AAA + 75mm

AA  + 280mm : :

A +1,100mm (ABX 06-1 A short of 900mm at beginning of week is now ony -73mm)
BBB + 70mm :

BBB- + 17mm

Total +1,542mm

e  Mortgage Department Net ABX Position Change on the Week

AAA . + 925mm
AA + 25mm
A + 75mm

BBB + Omm
BBB- + Omm -

<

- : ,/\
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Total +1,025mm

Total ABX Indices by rating bought this week:

AAA  $1,000mm
AA 365mm

A 1,653mm
B 1 S
EB];- 2‘15(’)/[;-;1 . === = Redacted by the Permanent
: Subcommittee on Investigations

Total $3,385mﬁ1

o)
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From: Kraus, Peter

Sent: Wednesday, September 26, 2007 10:15 PM %\
To: Blankfein, Lioyd \
Subject: ~ Re: Fortune: How Goldman Sachs defies gravity

I met with 10+ individual prospects and clients ( and 5 instituti

earnings were announced. The institutions don't and I wouldn't es

corments like ur good at making money for urself but not us. The

but while it requires the utmost humility from us in response I __

binds clients even closer to the firm, because the alternative of take ur money tuv a ..._..
who is an under performer and not the best, just isn't reasonable. Client's ultimately
believe association with the best is good for them in the long run.

‘Sent from my BlackBerry Wireless Handheld

————— Original Message -—-—-

From: Blankfein, Lloyd (EO 85B30)

To: Winkelried, Jon (EO 85B30); van Praag, Lucas (EO PBC09); Cohn, Gary (EO 85B30);
Viniar, David; Rogers, John F.W. (EO 85B30); Forst, Edward (FIN PBC00S); Kraus, Peter;
Spilker, Marc

Cc: Robinson, Samuel (EO CKC68); Miner, Heather. (Kennedy); Raphael, Andrea (EO 85B07) ;
Rachman, Andrea (EO 85B07); DuVally, Michael {(EO 85B07); Canaday, Ed (EO 85B07); Williams,
Christopher (EO 85B07); Horwitz, Russell (EO 85B30)

Sent: Wed Sep 26 13:46:18 2007

Subject: Re: Fortune: How Goldman Sachs defies gravity

Also, the short position wasn't a bet. It was a hedge. Ie, the avoidance of a bet. Which
is why for a part it subtracted from var, not added to var.

————— Original Message ——---—

From: Winkelried, Jon

To: van Praag, Lucas; Blankfein, Lloyd; Cohn, Gary; Viniar, David; Rogers, John F.W.;
Forst, Edward; Kraus, Peter; Spilker,. Marc

Cc: Robinson, Samuel; Miner, Heather; Raphael, Andrea; Rachman, Andrea; DuVally, Michael;
Canaday, Ed; Williams, Christopher (EO, 85B/07); Horwitz, Russell

Sent: Wed Sep 26 13:41:02 2007

Subject: RE: Fortune: How Goldman Sachs defies gravity

Once again they completely miss the franchise strength and attribute it all to positions
and bets

From: van Praag, Lucas

Sent: Wednesday, September 26, 2007 1:37 PM :

To: Blankfein, Lloyd; Winkelried, Jon; Cohn, Gary; Viniar, David; Rogers, John F.W.;
Forst, Edward; Kraus, Peter; Spilker, Marc

Cc: Robinson, Samuel; Miner, Heather; Raphael, Andrea; Rachman, Andrea; DuVally,
Michael; Canaday, Ed; Williams, Christopher (EO, 85B/07); Horwitz, Russell

Subject: Fortune: How Goldman Sachs defies gravity

How Goldman Sachs defies gravity )

While the credit markets went sour, one investment bank made a huge, shrewd bet - and
seems to have won big. Fortune's Peter Eavis explains the stunning strategy. )

By Peter Eavis <mailto:peavis@fortunemail.com> , Fortune writer September 20 2007: 5:46 PM
EDT NEW YORK (Fortune) -- It is one of the most stunning bets Wall Street has seen in
‘decades. ]

As the credit markets fell apart over the summer, causing the prices of hundreds of
billions of dollars of mortgage-backed bonds to plunge, Goldman Sachs
<http://money.cnn.com/quote/quote.html?symb=GS&source=story_quote_link> (Charts

1
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<http://money.cnn.com/quote/chart/chart.html?symb=GS&source=story_charts_link> , Fortune
500 <http://money.cnn.com/magazines/fortune/fortune500/2007/snapshots/575.html?
source=story £500 link> )} had already positioned itself so that it would profit massively
from a decline in those securities. Thursday, Goldman reported earnings for its fiscal
third quarter that were far above expectations. i
While several businesses were surprisingly strong in a difficult period, the chief’
contributor to the earnings blowout were trades that made money from price drops in
mortgage-backed securities. Goldman indicated this in its press release when it said that
"significant losses" on certain bonds were "more than offset by gains on short mortgage
products.” (In Wall Street parlance, being "short" a stock or bond means that you will
make money if it goes down in price.) "Goldman Sachs showed an ability to not only protect
itself from the problems in the market but also to capitalize on them," says Mike Mayo,
banks analyst at Deutsche Bank (Mayo rates Goldman a buy.) When asked on a public
conference call Thursday, Goldman's chief financial officer David Viniar declined to give
a number for the amount of money Goldman made on its mortgage short in the third quarter.
Lehman sits on the hedge </2007/09/18/magazines/fortune/eavis_lehman.fortune/index.htm>
Goldman doesn't provide enough numbers in its public financials to come up with an
informed guess, but the firm's statement that the short trades "more than offset" bond
losses that were "significant" is a clear sign that it took time to deliberately set
itself up for an expected crash in the market for mortgage-backed bonds. Indeed, Merrill
Lynch analyst Guy Moszkowski said Goldman's trading results were $1.7 billion above his
* forecast in the third quarter, according to a research note released Thursday. (He rates
Goldman a buy.) Amassing a large bearish position in mortgages would have required
planning and direction from a senior level. On the conference call, Viniar said the bet
was executed across the whole mortgage business, implying that it wasn't the work of one
swashbuckling trader or trading desk. Of course, the prescience of the short sale would
seem to confirm the view that Goldman is the nimblest, and perhaps. smartest, brokerage on
Wall Street. Morgan Stanley <http://money.cnn.com/quote/quote.html?
symb=MS&source=story quote_link> (Charts <http://money.cnn.com/quote/chart/chart.html?
symb=MSg&source=story charts_link> , Fortune 500 :
<http://money.cnn.com/magazines/fortune/fortune500/2007/snapshots/905.html?
source=story £500_link> ), Goldman's biggest rival, wasn't as well hedged to bond losses,
while Bear Stearns' <http://money.cnn.com/quote/quote.htmli?
symb=BSC&source=story quote link> (Charts <http://money.cnn.com/quote/chart/chart.html?
symb=BSC&source=story charts_link> , Fortune 500 .
<http://money.cnn.com/magazines/fortune/fortune500/2007/snapshots/1341.html?
source=story_f£500_link> ) mortgage business suffered considerably in the quarter.
True, from third quarter numbers, it appears that Lehman Brothers
<http://money.cnn.com/quote/quote.html?symb=LEH&source=story_quote_link> (Charts
<http://money.cnn.com/quote/chart/chart.html?symb=LEH&source=story_charts_link> , Fortune
500 <http://money.cnn.com/magazines/fortune/fortune500/2007/snapshots/780.html?
source=story f500_link> ) also benefited from a short position in mortgages, but its bet
wasn't big enough to allow the bank to report earnings that grew from either the previous
or year-ago quarters. Goldman's net third quarter profits of $2.8 billion were
substantially higher than in both those two prior periods, a notable achievement during a
very testing period.
While the short sale allowed Goldman to show outstandingly strong earnings in the quarter,
it may actually cause problems for the bank in other ways. First, investors in Goldman's
two large poorly performing hedge funds will want to know why the savvy deployed in
trading for Goldman's own account was not deployed in their funds. If a strategic decision
‘to be short certain bonds was made high up, why didn't this end up helping the Global
Alpha hedge fund and the Global Equity Opportunities fund, which were down 30% and 20%,
respectively, in the third quarter alone?
Subprime: Let the finger-pointing begin!
</galleries/2007/fortune/0709/gallery.subprime_blame.fortune//index.html>
Goldman spokesman Lucas van Praag responds: "We're always disappointed when we don't meet
our clients' expectations. We're working hard to adjust our strategies to reflect the

lessons we learned in August.” In addition, the large gains from the mortgage trade will
also deepen investors' desires to get a better handle on how brokerages like Goldman make
money. .

One of the figures that didn't seem to make sense in Goldman's earnings was a number that
‘estimates the market risk on a broker's balance sheet. This indicator, called Value at
Risk, or VaR, moved up only 5% in the third quarter from the second. If Goldman was
placing big bets in volatile markets - like the short trade in mortgages - VaR might be
expected to move up by more.
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In other words, Goldman seems implausibly immune from the general rule in investing that
higher returns almost always carry higher levels of risk. Van Praag responds that VaR
didn't go up by much because Goldman reduced positions as volatility in the markets went
up.

Goldman does seem to have institutionalized a higher level of trading savvy - the third
quarter numbers bear that out. The market recognizes that in awarding the broker a
valuation that is higher than that of its peers. Quarter in, quarter out, Goldman posts a
return on equity in excess of 30%, even though it's highly leveraged, like all brokers.
The high leverage should translate into at least some rough quarters. That was the case
for Goldman's ailing hedge funds in the third quarter. Why is it never the case for
Goldman itself? \1 "TOP" << OLE Object: Picture (Metafile) >> \1 "TOP"

Goldman, Sachs & Co.

85 Broad Street, 7th Floor
New York, New York 10004
Phone: 212-855-0568

Fax: 212-902-3925
anna.leath@gs.com

Anna Leath Goldman
Executive Office ' . Sachs
3
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From: ) Sparks, Daniel L

Sent: : - Monday, February 12, 2007 7:07 PM ‘

To: Ruzika, Richard; Viniar, David; Montag, Tom; Smith, Sarah; McMahon, Bill; Lee, Brian-J (FI
Controllers)

Cc: Winkelried, Jon (EO 85B30); Cohn, Gary (EO 85B30); Gasvoda, Kevin

Subject: ' Post today :

(1) +$20mm P&L today.

Secondary trading desk is net short risk in form of single names and structured index vs
index longs (some index shorts also). Large move down again today (A 40 bps wider,
BBB/BBB- 80 bps wider). )

(2) Possible significant upside in book..

The desk has been moving single names about 1/3 of what they feel the correct correlation
is (around 70%). The team needs to work with controllers to demonstrate observability. As
the market has moved so much one way, there is the potential for the book to currently
have significant upside revenue embedded in it.

(3) Loan & resid books flat. _
Loan and residual books have been marking down with movement of ABX hedges - will be
reviewed for quarter end process. :

(4) Resi warehouse OK.

All margin calls received. New Century moved $30mm off line today to W and plans to

move $165mm off line Tuesday to @l and they claim we are the only ones being harsh. o
claims we are the only one margin calling. Our marks are appropriate for moves in the

market. More margin calls are going out today.

(5) Quarter end mark process.

We continue to go through positions based on market moves, loan performance, . and
transitioning positions to secondary desks (Wednesday) to get set for month end.

(6)

=== = Redacted by the Permanent
Subcommittee on Investigations

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1887
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From: Birnbaum, Josh

Sent: Thursday, August 09, 2007 6:10 PM

To: Salem, Deeb

Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

meeting scheduled for tuesday

From: Salem, Deeb

Sent: Thursday, August 09, 2007 5:55 PM
To: Birnbaum, Josh . :

Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

i do think that is a real concern. how quickly can yod work with strats to get them
to revise our VAR to a more realistic number? : '

From: Birnbaum, Josh

Sent: Thursday, August 09, 2007 5:47 PM

To: Salem, Deeb

Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

i just asked b/c i saw the note about mortgages dropping back down to a permanent limit of 35mm (which
we are way over). this would mark a change of their recent policy to just keep increasing out fimit. makes
me a little nervous that we may be toid to do something stupid.

From: Salem, Deeb

Sent: Thursday, August 09, 2007 5:43 PM

To: Birnbaum, Josh

Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

no heat over the last 2 days...that said, im not sure how aware he is of
it. we've actually bot a decent amount of single name protection this
week. 300mm BBB/BBB- and 50mm A's

From: Birnbaum, Josh

Sent: Thursday, August 09, 2007 5:38 PM

To: Salem, Deeb

Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

good, was that a 'no" on the heat question?

From: Salem, Deeb

Sent: Thursday, August 09, 2007 5:37 PM
To: Birnbaum, Josh :
Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007

we have waved in ~120mm in bbb and bbb- protection the last 2
days. almost all 2006 stuff (tier 1, 2, and 3).

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1891
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From: Birnbaum, Josh

Sent: Thursday, August 09, 2007 5:34 PM

To: Salem, Deeb

Subject: FW: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

are you getting any more heat to cut/cover risk? these VAR numbers are
ludicrous, btw. completely overestimated for SPG trading, underestimated for
other mortgage desks.

Sent: Thursday, August 09, 2007 3:08 PM

To: Montag, Tom; Sobel, Jonathan; Sparks, Daniel L; McHugh, John;
Bohra, Bunty; Pouraghabagher, Cyrus; Finck, Greg; Gasvoda, Kevin;
Turok, Michael; Brazil, Alan; Gallagher, Timothy (IB PBCQ7); Buono, Mark;
Montag, Tom; Lehman, David A.; 'Ostrem, Peter L'; Rosenblum, David J.;
Birnbaum, Josh; Swenson, Michael; 'Huang, Leo'; DeGiacinto, Clayton;
Egol, Jonathan; Nichols, Matthew; Nestor, Genevieve; Cawthon, Michael;
Igbal, Farrukh; Holen, Margaret; Kamilla, Rajiv; Mahoney, Justin;
Weinstein, Scott; Resnick, Mitchell R; Gao, Renyuan; Bristow, Andrew;
DeNatale, Mark; Gold, Erica; Cannon, JeanMarie; Stern, Matt; Alexander,
Lee; Andrea, Mireille N.

Cc: Berry, Robert; Dinias, Michael; Lee, Brian-J (FI Controllers);
Leventhal, Robert; Pantow, Albert; Fredman, Sheara; Fortunato,
Salvatore; Mazumdar, Sanjay; Chen, Benjamin; gs-mra-mtg

Subject: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

|Temporary MTG SPG VaR limit of $110mm expired on 8/7/2007
MTG SPG is over its permanent VaR limit of $35 mm

Resi Prime is over its current stress test limit of $100mm

95% VaR ($MM)

Desk 08/08 08/07 Limit
MTG SPG 95.0 97.6 35
' Stress Test ($MM)
Desk 08/08 08/07 Limit
MTIG SPG (257) (238) (650)
Deriv - (24) (25) (30)
Res Prime (103) (104) (100)
Res Credit (108) (111) (185)

Credit Resid (80) (80) (170)
TEEEEEEstl R G
oamms W o=
GEEES O e

omm = Redacted by the Permanent SPG Trading 180 194 (160)
Subcommittee on Investigations ABS/MBS CDO (1) (1) (30)
Manager 0 0

e
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From: Montag, Tom

Sent: Tuesday, August 21, 2007 8:12 AM
To: : Cohn, Gary (EO 85B30)

Subject: Fw: Trading VaR $165mm

We will get it down have been beating on him. Fyi

————— Original Message —————
From: Montag, Tom

To: Sparks, Daniel L

Sent: Wed Aug 15 17:00:56 2007
Subject: Re: Trading VaR $165mm

Of course it is. When we focus and push we do better. That said I agree we have to choose
" where to spend our time and sometimes its on cbass and countrywide and not moving product.
By definition u can't focus on everything. R u really arguing u have been?

————— Original Message ——--——
From: Sparks, Daniel L

To: Montag, Tom “
Sent: Wed Aug 15 16:48:21 2007
Subject: RE: Trading VaR $165mm

We haven't taken a reserve hit yet. And I think your comment about focus is not correct.

From: Montag, Tom .

Sent: Wednesday, August 15, 2007 4:03 PM

To: Sparks, Daniel L; McMahon, Bill; Mullen, Donald
Subject: Re: Trading VaR $165mm

We just took big reserve hit to cover bid offer. How can it still be problem? Sometimes u
have to pay the price or focus. Didn't sell a single gsc bond for 7 months until focus

————— Original Message —-—-—--

From: Sparks, Daniel L

To: McMahon, Bill; Montag, Tom; Mullen, Donald
Sent: Wed Aug 15 13:59:45 2007

Subject: RE: Trading VaR $165mm

Driving VAR solely off spread looses its accuracy at low dollar prices. Trading team is
meeting with market risk team to improve method, and we are also looking at what specific
trades would reduce the VAR.

————— Original Message—-—-——-—

From: McMahon, Bill

Sent: Wednesday, August 15, 2007 1:55 PM

To: Montag, Tom; Mullen, Donald; Sparks, Daniel L
Subject: RE: Trading VaR $165mm

Volatility and correlations are driving the var numbefs. We are working on a plan to
reduce the book, but liquidity may prove to be difficult.

From: Montag, Tom :

Sent: Wednesday, August 15, 2007 1:52 PM

To: Mullen, Donald; Sparks, Daniel L; McMahon, Bill
Subject: Fw: Trading VaR $165mm S

How do we keep going up in mtg with all the buybacks and sells of last two weeks? What

1

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
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can we do to lower it? To get this down seems important particularly in light of desire
to put on even more risk

————— Original Message ——=--—-

From: Cohn, Gary (EO 85B30)

To: Dinias, Michael; Viniar, David; Montag, Tom; Sherwood, Michael 5; Broderick, Craig;
Berry, Robert; Mullen, Donald; Sparks, Daniel L; McMahon, Bill; Petersen, Bruce; Wilson,
Edward

Sent: Wed Aug 15 13:43:10 2007

Subject: Re: Trading VaR $165mm

There is no room for debate - we must get down now

————— Original Message ————-

From: Dinias, Michael

To: Viniar, David; Cohn, Gary; Montag, Tom; Sherwood, Michael S; Broderick, Craig; Berry,
Robert; Mullen, Donald; Sparks, Daniel L; McMahon, Bill; Petersen, Bruce; Wilson, Edward
(ED, 1NYP/042) :

Sent: Wed Aug 15 13:41:22 2007

Subject: Trading VaR $165mm

Trading VaR increased $16mm, from $149mm to $165mm, versus $150mm limit.

Mortgage VaR increased $14mm, from $96mm to $110mm. Mortgage risk increase was driven
almost entirely from wider spreads/markdowns on ABS CDOs.

Credit Trading VaR increased $2mm, from $79mm to $81lmm.
Credit Origination VaR increased $lmm, from $62mm to $63mm.

Interest Rate Product VaR now stands at $144mm.

Zr
o

e
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From: Berry, Robert

. Sent: Saturday, February 24, 2007 11:05 AM

- To: Viniar, David; Broderick, Craig; McMahon, Bill
Cc: ’ Dinias, Michael; Ng, Victor K
Subject: . FW: Mortgage VaR

please see balow.

'naw prime’ is the new matrix for friday cob (g/e). VaR for mortgages would jump from 66.8 to 101.2, firmwide from
146.6 to 166.8 (1st column, 'prod’).

the data wa have for the big short in "a" is very poor, exacarbating this result.

st 1' (2nd column) shows the impact of mapping “a" to "bbb" scaled for volatility, mortgage VaR would then be
92.5. :

‘test 2" and ‘test 3' {3rd and 4th) shows the impact of using single name data where we have it. even this
"nenchmark” data is very poor - marked approx 1 day in 3. the mortgage VaR goes down {diversification and slightly
lower vols) but firmwide goes up (basis}. the results are also very sensitive to the names we use.

at this point | would recommaend mapping "a" to "hhb" appropriateiy'sca!‘e, but not using the single name data,
rasuiting in firmwide at 162.0 and interest rate catagory at 95.6, {i.e. 'test 1'),

we expect position reduction in the past couple of days to be largely offset by further widening. (the basis point
volatifity increases as the level of the spread increases, increasing the risk},

we will perform the same analysis of the various approaches with friday's positions and matrix asap on monday.

From: Jha, Arbind

Sent: Friday, February 23, 2007 7:37 PM

To: Berry, Robert; Dinias, Michael; Ng, Victor K

Cc: Tolmach, Viadislav; McAndrew, Thomas R.; Zhang, Hui; Luo, Fei
Subject: Mortgage VaR

The VaR analysis below is based on positions cob 2/21. In last two business days including today, the desk have
covered net ~81.3bn (spread dv01 $400k/bp) of the shorts in BBB/BBB- sector. From VaR standpoint, this positional
risk reduction will probably be offset by BBB and BBB- indices widening by 200 bps and 300 bps respectively in last

two days.
From: Tolmach, Viadislav
Sent: Friday, February 23, 2007 7:11 PM
To: Jha, Arbind; McAndrew, Thomas R.
Subject: FW: mtg-sec-cds VaR (alternative model)
Date 2/21/2007

8 _
Prod firmwide 6. . .

Prod IR Product Category -76.89 -69.54 -72.37

Prod mbs-mode} -66.80 -68.89 -58.47 -64.79

Prod mtg-second -65.89 ' -68.74 -57.26 -62.48

Prod mtg-sec-cds © -566.17 -59.05 -51.28 -56.43

Permanent Subcommittee on Investigations -

Wall Street & The Financial Crisis T -
Confidential Treatment Requested by Goldm Report Footnote #1905 GS MBS-E-009778897




Footnote Exhibits - Page 3819

Test | Uses BBB vector for AAA, AA, A, and BBB index benchmarks (current prime)
Test i Uses 39 benchmarks that even out spread level distribution (current prime)
Testlll  Uses 32 benchmarks that have 35% remarks or higher (current prime )

irmwide . . .34 .
Prod IR Product Category -105.97 -95.58 -91.56 -93.61
Prod mbs-model : -101.21 -92.52 -85.31 -83.16
Prod mtg-second -98.49. -90.06 -81.85 -81.68
Prod mtg-sec-cds -81.90 -7714 -65.22 -68.64

TestIV  Uses BBB vector for AAA, AA, A, and BBB index benchmarks (new prime)
Test V Uses 39 benchmarks that even out spread level distribution (new prime)
Test VI ~ Uses 32 benchmarks that have 35% remarks or higher (new prime )

P
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From: Primer, Jeremy

Sent: Wednesday, April 18, 2007 5:38 PM

To: Turok, Michael; Birnbaum, Josh )
Subject: RE: Resolution from the MRMA meeting?

Arbind feels more fully educated on the issues.

We are expecting a slight decrease in VaR from the combination of duration effect and 10/duration cross
effect.

For the vol of spread returns, MRMA came up with the idea of using the current time series for ABX
'spreads, and splicing on the new, lower spreads, while removing the one-day change that occurs the day
we switch over. While this is not bad, Peng and I think that by modifying historical spreads to be
consistent with the model and prepayment change, we will achieve something close to a 5% reduction in
our vol of spread returns, leading to a 5% reduction in VaR. Ren will create such a modification to the
series. He and I will discuss this approach with MRMA asap. '

From: Turok, Michael

Sent: Wednesday, April 18, 2007 5:22 PM
To: Birnbaum, Josh; Primer, Jeremy
Subject: Resolution from the MRMA meeting?

Permanent Subcommittee on Investigations e
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From: Berry, Robert

Sent: Monday, April 23, 2007 7:16 PM
To: Viniar, David

Subject: Re: Mortgage VaR

We will of course estimate and incorporate the impact on the g2 averages. The gl averages
and point in time are fine. ) -

----- Original Message -—---

From: Berry, Robert

To: Broderick, Craig; McMahon, Bill; Viniar, David
Sent: Mon Apr 23 19:03:29 2007

Subject: FW: Mortgage VaR

fyi

From: Jha, Arbind

Sent: Monday, April 23, 2007 6:18 PM

To: Sparks, Daniel L; Swenson, Michael; Birnbaum, Josh; Lehman, David A.;
Pouraghabagher, Cyrus; Turok, Michael; Primer, Jeremy; Kao, Kevin J.

Cc: Berry, Robert; Dinias, Michael; McAndrew, Thomas R.; Luo, Fei

Subject: Mortgage VaR

Dan,

Starting cob last Friday, we have started using the risk analytics for cash ABS and
CMBS bonds from Strategists and this has resulted in a ~ $7mm reduction in daily VaR for
Mortgages - from $67mm to $60mm.

Please note that these cash positions previously had almost no risk analytics,
however, VaR was being approximated using a portfolio level estimates of duration and
spread levels.

We understand that Strategists have a plan to develop default models for these cash
products, similar to mortgage synthetics and this will help us further enhahce our risk
measures. Meanwhile, we will continue to work with Michael Turok's group to refine our
current VaR calculations on other cash products such as cash CDO and CDO Warehouse.

We have also estimated the impact of using above cash risk analytics as of Feb
quarter end. At Feb'07, VaR reduction at mortgage desk level would have been close to
$3mm, with no material impact to Trading and Rates product category VaRs (see table below
for QFE analysis). The risk reducing effect of cash bonds has significantly increased since
the last quarter end, largely due to the fact that many of these bonds (RMBS cash) have
been marked down and have much wider spreads now vs. Feb month-end, generating a bigger
long hedge credit for current VaR (dominated by synthetic shorts).

<<Picture (Metafile)>>
Over the week (from cob 4/13 to cob 4/20) Mortgage desk VaR has come down from $70mm
to $60mm: About $7mm of this is attributed to the availability of risk analytics on cash
bonds as described above and the rest is roughly due to change in prepayment speeds for
single name CDS on RMBS subprime sector.

Please let us know if you have any questions.

Thanks,
~ Arbind

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1905
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From:
Sent:
To:
Subject:

Attachments:

Dinias, Michae!l
Tuesday, August 21, 2007 1:54 PM
Viniar, David; Cohn, Gary; Montag, Tom; Sherwood, Michael S; Winkelried, Jon (EO 85830);
Mullen, Donald; Salame, Pablo; Sparks, Daniel L; Broderick, Craig; Berry, Robert; McMahon,
Bill; Petersen, Bruce; Wilson, Edward
Trading VaR Analysis

Picture (Metafile); Mortgage VaR Contribution.pdf; FW: Potential large subprime trade and
impact on Firmwide VAR

The below table computes the Tradihg VaR impact of going long credit risk via CDX Investment Grade, CDX High Yield,
Loan CDX, and ABX BBB. For example, going long $1.0mm/bp of ABX BBB resuits in $35mm reduction in Trading VaR

(from $167mm to $132mm).

VaR.

Likewise going long $5.3mm/bp of CDX High Yield generates $33mm decrease in Trading

Its important to note that this analysis is based on the current VaR model and that the mortgage desk has questioned the
size of the implied short exposure (i.¢., desk believes they are less short than implied by the VaR model). We are
reviewing the current VaR methodology with the mortgage traders/strategists and assessing the impact of various
potential enhancements (e.g., price volatility versus spread volatility).

Trading VaR = 167
US CDXIG |US CDX HY100 Resulting | ''29"d
: . LCDX |ABX BBB 07-1 uitng vaR
series 8 series 8 . Trading VaR
Impact
Scenarlo 10 +$21.3mm/bp 142 -25
Scenario 11 +$5.3mm/bp 135 -33
Scenario 12 +$8.1mm/bp 143 -25
Scenario 13 +$1.0mm/bp 132 -35
Scenario 14 +$4.0mmbp | +$4.6mm/bp ' 136 -32
Scenarlo 15 +$10.9mm/bp | +$7.1mm/bp | -55.7mm/bp 133 -35
Scenario 16 +$7.8mmbp | +$7.7mm/bp | -$8.4mmbp | +$0.8mm/bp 98 -69

The attached pdf below shows Mortgage Trading VaR broken down by desk and the 3 columns from the right show
marginal percentage contribution and total contribution to Firmwide VaR. Mortgage Trading has 41% marginal
contribution to Firmwide VaR and adds $48mm to Firmwide VaR. This is primarily driven by mortgage shorts on the ABS
Synthetics and Correlation desks. '

Decreasing the long cash vs short derivative basis risk on the Mortgage desk would also reduce VaR (albeit much less
than decreasing net short). The significant long cash positions are comprised of $900mm RMBS Suprime securities and
$100mm CDO Squared positions on the ABS Securities desk, $115mm Cash CDOs on the Correlation desk, $320mm
CDO Mezz and $100mm CDO Squarsd on the ABS/MBS CDO Origination desk. There is also $250mm BB/B bonds in
the Subs book on the Residential Prime desk and $8.8B of loans/commitments in the Acquisition Commitments line.
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Mortgage VaR
Contribution.pdf

in separate email (attached below) the desk has proposed purchasing $10B subprime AAAs in either cash or synthetic
(ABX) form. If done in "synthetic" form this would result in $34mm reduction in Trading VaR. However if done in "cash"
form Trading VaR would decrease $11mm. The smaller Trading VaR impact of cash is due to the increase in the long

cash vs. short derivative basis risk.

FW: Potential large
subprime t...

I
SR
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From: Lehman, David A.
Sent: ' Wednesday, August 22, 2007 9:53 AM
To: Creed, Christopher J
Subject: FW: mortgage var contribution
Attachments: _ VaR analysis_08_14_v1.pdf
From: Dinias, Michael
Sent: Thursday, August 16, 2007 10:05 AM
To: . McMahon, Bill; Sparks, Daniel L; Mullen, Donald; Petersen, Bruce; Bimbaum, Josh; Swenson, Michael; Lehman, David A.
Cc: Berry, Robert - :
Subject: mortgage var contribution

The attached pdf below shows Mortgage Trading VaR broken down by desk and the 3 columns from the right show
marginal percentage contribution to Firmwide VaR and impact on Firmwide VaR if business or individual desk was
removed. As requested we added more detait under SPG Trading.

Mortgage Trading has 53.8% marginal contribution to Firmwide VaR and removing the entire mortgage business
reduces Firmwide VaR by $53mm (from $165mm to $112mm).

As expected SPG Trading desk dominates this risk with 56% contribution and adds $49mm to Firmwide VaR. -This is
primarily driven by ABS Synthetics and Correlation book which have the bulk of the mortgage shorts.

VaR
nalysis_08_14_v1.pt

Permanent Subcommittee on Investigations < e
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From: Birnbaum, Josh
Sent: ' Thursday, August 09, 2007 5:47 PM
To: Salem, Deeb
" Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

i just asked b/c i saw the note about mortgages dfopping back down 1o a permanent limit of 35mm (which we are way
over). this would mark a change of their recent policy to just keep increasing out limit. makes me a little nervous that we -
may be told to do something stupid.

~ From: Salem, Deeb
Sent: Thursday, August 09, 2007 5:43 PM
To: Birnbaum, Josh :
- Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

no heat over the last 2 days...that said, im not sure how aware he is of it. we've
actually bot a decent amount of single name protection this week. 300mm BBB/BBB- and
50mm A's ’

From: Birnbaum, Josh
Sent: Thursday, August 09, 2007 5:38 PM

To: Salem, Deeb '

Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

good, was that a "no” on the heat question?

From: Salem, Deeb

Sent: Thursday, August 09, 2007 5:37 PM

To: Birnbaum, Josh

Subject: RE: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

we have waved in ~1Z0mm in bbb and bbb- protection the last 2 days. almost
all 2006 stuff (tier 1, 2, and 3).

From: Birnbaum, Josh

Sent: Thursday, August 09, 2007 5:34 PM
To: Salem, Deeb

Subject: FW: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

are you getting any more heat to cut/cover risk? these VAR numbers are ludicrous, btw.
completely overestimated for SPG trading, underestimated for other mortgage desks.

From: Song, Scarlett

Sent: Thursday, August 09, 2007 3:08 PM
To: Montag, Tom; Sobel, Jonathan; Sparks, Daniel L; McHugh, John; Bohra, Bunty;
Pouraghabagher, Cyrus; Finck, Greg; Gasvoda, Kevin; Turok, Michael; Brazil, Alan;
Gallagher, Timothy (IB PBC07); Buono, Mark; Montag, Tom; Lehman, David A.;
'‘Ostrem, Peter L'; Rosenblum, David J.; Birnbaum, Josh; Swenson, Michael; 'Huang,
Leo'; DeGiacinto, Clayton; Egol, Jonathan; Nichols, Matthew; Nestor, Genevieve;
Cawthon, Michael; Igbal, Farrukh; Holen, Margaret; Kamilla, Rajiv; Mahoney, Justin;

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis A -~
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Weinstein, Scott; Resnick, Mitchell R; Gao, Renyuan; Bristow, Andrew; DeNatale, Mark;
Gold, Erica; Cannon, JeanMarie; Stern, Matt; Alexander, Lee; Andrea, Mireille N.

Cc: Berry, Robert; Dinias, Michael; Lee, Brian-J (FI Controllers); Leventhal, Robert;
Pantow, Albert; Fredman, Sheara; Fortunato, Salvatore; Mazumdar, Sanjay; Chen,
Benjamin; gs-mra-mtg .

Subject: MarketRisk: Mortgage Risk Report (cob 08/08/2007)

|Temporary MTG SPG VaR limit of $110mm expired on 8/7/2007

MTG SPG is over its permanent VaR limit of $35 mm
Resi Prime is over its current stress test limit of $100mm
Acquisition Commitment is over its current stress test limit of $150mm

95% VaR (SMM)

Desk 08/08 08/07 Limit
MTG SPG 95.0 97.6 35
Stress Test ($MM)
Desk 08/08 08/07 Limit
MTIG SPG - (257) (238) (650)
Deriv (24)  (25) A30)
Res Prime (103) (104) (100)
Res Credit (108) (111) (185)
Credit Resid (80{ (80) (170)
" Non-Resi Orig 4 4 (70)
CRE Loan 13 13
ABS Loan (10) (10)

SPG Trading 180 194 (160)
ABS/MBS CDO (Ly (1) . (30)
Manager 0 0

Commitment (204) (195) (150)

L -
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From: Poc, Francois
Sent: Tuesday, February 13, 2007 5:50 PM
To: Viniar, David; Cohn, Gary (EO 85B30); Montag, Tom; Sherwood, Michael S; Forst, Edward

(FIN 858030) Evans, J. Michael (EO CKC68); McMahon, Bill; Ruzika, Rlchard Mullen,
Donald; Eisler, Ed; Sobel, Jonathan; Ealet, Isabelle; Young, PauI Heller, Dave B; Agus,
Raanan A; Schroeder, Jeff; Broderick, Craig; Beshel, Liz; Berry, Robert; Petersen, Bruce;
Wilson, Edward; Lahey, Brian; Lee, Brian-J (FI Controllers); Dinias, Michael; Pastro, Al; Ng,
) _ Victor K; Maretz, Andy; Johnson, Darau
Subject: MarketRisk: End of Day Summary - cob 02/12/2007

Attachments: Daily Trading Risk Summary20070212.pdf

95% VaR ($mm)

- Feb 12 Feb 09 $Contr.
Trading 128 133 100% :
FICC wemnem = Redacted by the Permanent
Mortges 49 16 10% . Subcommittee on Investigations
s -l
== &
-l %
Equities
i - - - - - —- e e
L o -

95% Product Category VaR ($mm)

Feb 12 Feb 09 %Contr.
Trading 128 133 100%
L N - -
T L ] L]
-l ] =
o -

Credit Scenario ($mm)

Feb 12 Feb 09 Limit
- s - L
Mortges. (486) (497 (800)

|
The decrease in Trading VaR was mainly driven by reduced Equity e€xposure in EPG. Equity
raw delta across the Firm decreased from $12.1bn to $1l1.2bn.

was granted a temporary WM VaR limit until cob 02/12/07.
has a temporary Qi@ VaR limit until cob

02/13/07.

Permanent Subcommittee on Investigations ot o

. Wall Street & The Financial Crisis
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Tl ok is over its QR VaR limit.

Mortgages VaR is over its $35mm limit.

vaR @B above its Wl 1limit.
is over its temporary G vaR limit.

R
Daily Trading Risk
Summary2007...

e = Redacted by the Permanent
Subcommittee on Investigations

-
< N
-~
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From: Jha, Arbind

Sent: Wednesday, February 14, 2007 7:11 PM

To: Sparks, Daniel L; Pouraghabagher, Cyrus; Turok, Michael; Burchard, Paul; Igbal, Farrukh
Cc: Berry, Robert; Dinias, Michael; Ng, Victor K; Luo, Fei; McAndrew, Thomas R.

Subject: Increase in Mortgage VaR

MTG SPG Desk VaR increased from $21mm to $48mm from cob Feb 6 to cob Feb 13, driven primarily by SPG Trading
desk, with the following drivers:

+$14mm VaR increase due to increased market volatility and wider spreads
+$8mm VaR due to increase in our net short credit risk by $350k/bp in RMBS Subprime "BBB-" sector
+$5mm VaR increase due to an account (MTG95943) not being loaded into risk system

Please let us know if you have any questions.

Thanks,
Arbind

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1918
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From: _ Poc, Francois
Sent: Wednesday, February 14, 2007 6:37 PM
To: ~ Viniar, David; Cohn, Gary (EO 85B30); Montag, Tom; Sherwood, Michael S; Forst, Edward

(FIN 85B030); Evans, J. Michael (EO CKC68); McMahon, Bill; Ruzika, Richard; Mullen,
Donald; Eister, Ed; Sobel, Jonathan; Ealet, Isabslle; Young, Paul; Heller, Dave B; Agus,
Raanan A; Schroeder, Jeff; Broderick, Craig; Beshel, Liz; Berry, Robert; Petersen, Bruce;
Wilson, Edward; Lahey, Brian; Lee, Brian-J (FI Controllers); Dinias, Michael; Pastro, Al; Ng,
Victor K; Maretz, Andy; Johnson, Darau :

Subject: MarketRisk: End of Day Summary - cob 02/13/2007

Attachments: Daily Trading Risk Summary20070213.pdf

95% VaR ($mm)

Feb 13 Feb 12 $Contr.

Trading 132 128 100%
FICC

Mortges 48 49 8%

. : == = Redacted by the Permanent
_ ' Subcommittee on Investigations
Eciuities I

95% Product Category VaR ($mm)

Feb 13 Feb 12 %$Contr.

Trading 13] i 10‘%

Credit Scenario ($mm)

Mortges.

Feb 13 Feb 12 Limit -
‘Siii (486| v isoi|

e VoR has a temporary GNBEER limit until cob 02/21/07.
G PN 125 @ temporary @M} VaR limit until cob
02/13/07. '

Mortgages VaR is over its $35mm limit. Temporary $50mm limit was granted until cob
02/20/07.

Gy s over its temporary. MM VaR limit.

1

Permanent Subcommittee on Investigations

' Wall Street & The Financial Crisis
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oy,

Sl




Footnote Exhibits - Page 3831

From: Poc, Francois

Sent: Tuesday, February 20, 2007 6:21 PM
To: Viniar, David; Cohn, Gary (EO 85B30); Montag, Tom; Sherwood, Michael S; Forst, Edward

(FIN 85B030); Evans, J. Michael (EO CKC&8), McMahon Bill; Ruzika, Richard; Mullen,
Donald; Eisler, Ed; Sobel, Jonathan; Ealet, Isabelle; Young, Paul Heller, Dave B; Agus
Raanan A; Schroeder, Jeff; Broderick, Craig; Beshel, Liz; Berry, Robert; Petersen, Bruce;
Wilson, Edward; Lahey, Brian; Lee, Brian-J (Fl Controllers); Dinias, Michael; Pastro, Al; Ng,
Victor K; Maretz, Andy; Johnson, Darau

Subject: MarketRisk: End of Day Summary - cob 02/16/2007

Attachments: * Daily Trading Risk Summary2007021 6.pdf

95% vVaR ($mm)

Feb 16 Feb 15 $Contr.

Trading 136 . 155 100%
FICC

o e - -

Mortges 63 57 16% wwemm = Redacted by the Permanent

Equities

' . , Subcommittee on Investigations

95% Product Category VaR ($mm)

Feb 16 Feb 15 $Contr.
Trading 136 155 100%

Credit Scenario ($mm)

Feb 16 E‘eb 15 lelt

Mortges (533) (527) (800)

The decrease in Trading VaR was mainly driven by reduced Wi} exposure in ‘ and D
Equity raw delta across the Firm decreased from $17.0bn to $12.9%bn.

Mortgages VaR is over its temporary $60mm limit.
over its WP VaR limit.

1

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
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Mortgages VaR has a temporary $60mm limit until cob 02/27/07.
Mtemporary @GP linit until cob 02/21/07.

Daily Trading Risk

Summary2007...
= = Redacted by the Permanent
Subcommittee on Investigations
2
Confidential Treatment Requested by Goldman Sachs ‘ GS MBS-E-009724780
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From: Poc, Francois

Sent: Thursday, February 22, 2007 6:02 PM
To: Viniar, David; Cohn, Gary (EO 85B30); Montag, Tom; Sherwood, Michael S; Forst, Edward

(FIN 85B030); Evans, J. Michael (EO CKC68); McMahon, Bill; Ruzika, Richard; Mullen,
Donald; Eisler, Ed; Sobel, Jonathan; Ealet, Isabelle; Young, Paul; Heller, Dave B; Agus,
Raanan A; Schroeder, Jeff; Broderick, Craig; Beshel, Liz; Berry, Robert; Petersen, Bruce;
Wilson, Edward; Lahey, Brian; Lee, Brian-J (FI Controllers); Dinias, Michael; Pastro, Al; Ng,
' Victor K; Maretz, Andy; Johnson, Darau
Subject: MarketRisk: End of Day Summary - cob 02/21/2007

...~ Attachments: Daily Trading Risk Summary20070221.pdf

95% VaR ($Smm)

Feb 21 Feb 20 $Contr.
Trading 147 147 100%
FICC
L ]
Mortges

67 63 16%

ememrs = Redacted by the Pcrmanent
Subcommittee on Investigations

Equities o

95% Product Category VaR ($mm)

Feb 21 Feb 20 %$Contr.
Trading 147 147 100%

Credit Scenario ($mm)

Feb 21 Feb 20 Limit

Mortges. (522) (565) (800)

Mortgages VaR is over. its temporary $60mm limit. _
) is over its- VaR limit.

Mortgages VaR has a temporary $60mm limit until cob 02/27/07,
has a temporary (P limit until cob 02/21/07.

1

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1920
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Daily Trading Risk
Summary2007...

- 7!
Tl
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From:
Sent:
To:

Subject:

Attachments:

95% VvVaR ($mm)

Feb 23
Trading 154
FICC
L
Mortges 85

Equities

Poc, Francois
Monday, February 26, 2007 8:04 PM

Viniar, David; Cohn, Gary (EO 85B30); Montag, Tom; Sherwood, Michael S; Forst, Edward
(FIN 85B030); Evans, J. Michael (EO CKC68); McMahon, Bill; Ruzika, Richard; Mulien,
Donald; Eisler, Ed; Sobel, Jonathan; Ealet, Isabelle; Young, Paul; Heller, Dave B; Agus,
Raanan A; Schroeder, Jeff; Broderick, Craig; Beshel, Liz; Berry, Robert; Petersen, Bruce;
Wilson, Edward; Lahey, Brian; Lee, Brian-J (F! Controllers); Dinias, Michael; Pastro, Al; Ng,

Victor K; Maretz, Andy; Johnson, Darau
MarketRisk: End of Day Summary - cob 02/23/2007

Daily Trading Risk Summary20070223.pdf

. Feb 22 $Contr.

142 100%
L -
64 23%

e = Redacted by the Permanent
Subcommittee on Investigations

95% Product Category VaR ($mm)

Feb 23
Trading 154

Feb 22 %$Contr.

142 100%

Credit Scenarioc ($mm)

Mortges.

Feb 23 Feb 22 Limit
.-— L g
(531) (585) (800)

The increase in Trading VaR was mainly driven by Mortgages and the weekly update of our

Market data.

Trading VaR is over its $150mm limit.
Mortgages VaR is over its temporary $60mm limit.
is over its temporary @l vaR limit.

1

Permanent Subcommittee on Investigations
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Mortgages VaR has a temporary $60mm limit until cob 02/27/07.
has a temporary @ limit until cob 02/28/07.

Daily Trading Risk
Summary2007...

= = Redacted by the Permanent
Subcommittee on Investigations
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From: Poc, Francois
Sent: Tuesday, February 27, 2007 6:55 PM
To: Viniar, David; Cohn, Gary (EO 85B30); Montag, Tom; Sherwood, Michael S; Forst, Edward

(FIN 85B030); Evans, J. Michael (EO CKC68); McMahon, Bill; Ruzika, Richard; Muillen,
Donald; Eisler; Ed; Sobel, Jonathan; Ealet, isabelle; Young, Paul; Heller, Dave B; Agus,
Raanan A; Schroeder, Jeff; Broderick, Craig; Beshel, Liz; Berry, Robert; Petersen, Bruce,
Wilson, Edward; Lahey, Brian; Lee, Brian-J (FI Controllers); Dinias, Michael; Pastro, Al; Ng,
Victor K; Maretz, Andy; Johnson, Darau

Subject: MarketRisk: End of Day Summary - cob 02/26/2007

Attachments: Daily Trading Risk Summary20070226.pdf

95% VaR ($mm)

Feb 26 Feb 23 %$Contr. )

Trading 153 154 100%

FICC = Redacted by the Permanent
oy o on o Subcommittee on Investigations
Mortges 85 85 25%

95% Product Category VaR ($mm)

Feb 26 Feb 23 %$Contr.

Trading 153 154 100%

Credit Scenario ($mm)

Feb 26 Feb 23  Limit
- L
Mortges. (516) (531) (800)

Trading VaR is over its $150mm limit. Temporary limit of $165mm granted until cob
03/07/07.

is over its temporary GlMEMR VaR limit.

" Mortgages VaR has a temporary $90mm limit until cob 03/06/07.
) ;

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1922
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VaR has a temporary (P iimit until cob 02/28/07.
Temporary limit extended to Wl until cob 03/07/07.

Daily Trading Risk
Summary2007...

= Redacted by the Permanent
Subcommittee on Investigations

=i - .
L ’
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From: . Poc, Francois :
Sent: Wednesday, February 28, 2007 7:42 PM :
To: Viniar, David; Cohn, Gary (EO 85B30); Montag, Tom; Sherwood, Michael S; Forst, Edward

(FIN 85B030); Evans, J. Michael (EO CKC68); McMahon, Bi

Il: Ruzika, Richard; Mullen,

Donald: Eisler, Ed; Sobel, Jonathan; Ealet, |sabelle; Young, Paul; Heller, Dave B; Agus,
Raanan A; Schroeder, Jeff; Broderick, Craig; Beshel, Liz; Berry, Robert; Petersen, Bruce;
Wilson, Edward; Lahey, Brian; Lee, Brian-J (Fl Controllers); Dinias, Michael; Pastro, Al; Ng,

Victor K; Maretz, Andy; Johnson, Darau
Subject: MarketRisk: End of Day Summary - cob 02/27/2007

Attachments: Daily Trading Risk Summary20070227.pdf

95% VaR {($mm)

Feb 27 Feb 26 $Contr.
Trading 144 153 100%
FICC .

Mortges 83 85 27%

Eguities

1

95% Product Category VaR ($mm)

Feb 27 Feb 26 $Contr.
144 153 100%

Trading

= = Redacted by the Permanent

Subcommittee on Investigations

Credit Scenario ($mm)

: Feb 27 Feb 26 Limit

Mortges.  (506) (516) (800)

The decrease in Trading VaR was mainly driven by

— is over its( R limit.

Trading VaR has a temporary $165mm limit until cob 03/07/07.
1

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
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Mortgages VaR has a temporary $90mm limit until cob 03/06/07.
VaR has a temporary —limit until cob 03/07/07.

Daily Trading Risk
Summary2007...

=== = Redacted by the Permanent
Subcommittee on Investigations
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From: Poc, Francois
Sent: Thursday, March 01, 2007 6:02 PM
To: Viniar, David; Cohn, Gary (EO 85B30); Montag, Tom; Sherwood, Michael S; Forst, Edward

(FIN 85B030); Evans, J. Michael (EO CKC88); McMahon, Bill; Ruzika, Richard; Mullen,
Donald: Eisler, Ed; Sobel, Jonathan; Ealet, Isabelle; Young, Paul, Heller, Dave B; Agus,
Raanan A: Schroeder, Jeff; Broderick, Craig; Beshel, Liz; Berry, Robert; Petersen, Bruce;
Wilson, Edward; Lahey, Brian; Les, Brian-J (FI Controllers); Dinias, Michaet; Pastro, Al; Ng,
Victor K; Maretz, Andy; Johnson, Darau
Subject: MarketRisk: End of Day Summary - cob 02/28/2007

Attachments: Daily Trading Risk Summary20070228.pdf

95% VaR (S$mm)

Feb 28 Feb 27 %Contr.
Trading 131 144 100%
FICC —

Mgortges 81 83 29%

Equities )

Subcommittee on Investigations

95% Product Category VaR ($mm)

Feb 28 Feb 27 %Contr.

Trading 131 144 100%

Credit Scenario ($mm)

Feb 28 Feb 27 Limit

Mortges. (506) (516) (800)

The decrease in Trading VaR was mainly driven by Global IRP and Global Forex,

Trading VaR has a temporary $165mm limit until cob 03/07/07.
Mortgages VaR has a temporary $30mm limit until cob 03/06/07.
has a temporary (Blimit until cob 03/07/07.

1

Permanent Subcommittee on Investigations T >
Wall Street & The Financial Crisis 7
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Daily Trading Risk
Summary2007...
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From: Winkelried, Jon (EO 85B30)

Sent: Thursday, August 16, 2007 7:54 PM
To: Sparks, Daniel L
Subject: Re: Mort P&L explanation

I think you should drop the micro manage theme in this environment

Sent from my BlackBerry Wireless Handheld

————— Original Message —-———-
From: Sparks, Daniel L

To: Winkelried, Jon

Sent: Thu Aug 16 19:03:31 2007
Subject: RE: Mort P&L explanation

I try, but it is much harder than you would think with all the things we are dealing with
- completely dislocated markets with little price transparency, systems/tools that are not
where they should be, focused controllers (who I think are doing a very good job in a
tough market) and many cooks in the kitchen who like to micro-manage.

But I hear the message.

————— Original Message—--—---
From: Winkelried, Jon (EO 85B30)
—— Sent: Thursday, August 16, 2007 6:59 PM
To: Sparks, Daniel L
Subject: Re: Mort P&L explanation

Good time to make sure we're conservative

Sent from my BlackBerry Wireless Handheld

————— Original Message -———-
From: Sparks, Daniel L

To: Winkelried, Jon

Sent: Thu Aug 16 18:54:37 2007
Subject: RE: Mort P&L explanation

I feel fine - but we will have up and down days, and we will have adjustments both ways.

————— Original Message—-————

From: Winkelried, Jon (EO 85B30}

Sent: Thursday, August 16, 2007 6:53 PM
To: Sparks, Daniel L

Subject: Re: Mort P&L explanation

Thanks. Do you still feel we are being conservative with our marks

Sent from my BlackBerry Wireless Handheld

————— Original Message --——-—-

From: Sparks, Daniel L .

To: Montag, Tom; Sherwood, Michael S; Mullen, Donald; McMahon, Bill; Salame, Pablo
Cec: Cohn, Gary; Winkelried, Jon; Viniar, David

Sent: Thu Aug 16 18:29:28 2007

Subject: Mort P&L explanation

Permarnent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1932

Z
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A number of you have asked about the +$121mm:

Large items: .

‘Correlation $+145mm - detail below, but 94mm of it is from correlation adjustment in ABX
(from 50 to 70%) as market observability better recently, rest is from outright shorts
(' ith market move Resids/subs down $50mm, as we approach quarter/month end
- resid mark on alt a has to come down and valuation showing at least this much (probably
more to come down) Single name subprime shorts vs ABX longs (still net short) +$18mm
Remaining things for month end are (1) synthetics adjustment to mid and widening bid/offer
reserve, (2) review on resids and scratch and dent, .and (3) normal controller review which
we have started but will require much focus with the significant moves

Correlation breakdown:
-- Up $94mm due to changes in correlation for mezz RMBS supersenior trades
-- Up market wider
-- Up Garket wider
-- Up $7mm on single-name RMBS wider
~- Up $10mm on ABX prices lower

== = Redacted by the Permanent
- Subcommittee on Investigations

FICC Mortgages — Daily P&L Estimate

I. SUMMARY

Confidential Treatment Requested by Goldman Sachs

TOTAL

Structured Products © 121,050,000

- Resi Prime/Mtg Derivs 2,250,000 :

Resi—Credit (43,-000,-6003
R

- ABS L&F -

- SPG Trading 158,000,000

- CDhO / CLO 4,000,000

- Other Structure Products -
Europe =
Other (Advisory, PFG, Managers/Other) -
MORTGAGES 121,050,000 )
Mortgages WTD 185,524,003
Mortgages MTD 153,739, 944
II. DETAIL

Business Strategy Desk Daily Total Comments

STRUCTURED PRODUCTS

Mortgage Derivative . 250,000
Agency Derivatives ) 250,000 curve steeper
Whole Loan Derivs -
MSR -

Residential Prime 2,000,000

FHA/VA - Primary . -

FHA/VA - Secondary -

Prime Hybrid - Primary -

Prime Hybrid - Secondary -

Agency Hybrid 3,000,000 trading
Prime Fixed -
Agency CMO - Primary (1,000,000) trading

Agency CMO - Secondary -

Residential Credit ' : (43,000, 000)
Scratch and Dent -

2

7,
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Subprime -

Alt-A 7,000,000 ABX hedge movement

2nd Liens - === Redacted by the Permanent
Subs (5,000,000) : Subcommittee on Investigations
Residuals - Scratch & Dent '

Residuals - Subprime
Residuals - Alt-A (45,000,000)

Residuals - 2nd Liens — ,
L]
D e ——
CEEEES R
o
-

CRE Loan Trading

CMJV

ABS Lioans & Finance

SPG Trading 158,000,000
CMBS Trading {5,000,000) CMBS CDS
CRE CDO
ABS Trading 18,000,000 ABS CDS
Property Derivatives . .
Correlation 145,000,000 Correlation Mark Change, ABS CDS, CMBS CDS

D

CDO/CLO —A45-000,00606
' ABS / MBS CDO 4,00
GSI SP Credit Warehouse
USs CLO ) -
EURGQ CLO -
CRE CDO -
Retained Principal Positions -

0,000

Tax Related Securities -
Non-economic residuals : -
Economic residuals

Warehouse Lending -
Residential . - '
Commercial -

Asset Backed . , -

Syndicate -
ABS -
CMBS -
CDO -
RMBS -

Other . -
Total Structured Products . 121,050,000

EUROPE

Acquisition Finance -
Syndicate -
Trading -

European CMB3 -
Syndicate -
Trading -

AR
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Total Europe : -
Total Advisory -
Total PFG JV -

Total Manager's Account / Other -

& .
~ a5
N

Confidential Treatment Requested by Goldman Sachs , v GS MBS-E-010680330



Footnote Exhibits - Page 3847

From: Lehman, David A.
Sent: Tuesday, August 28, 2007 9:00 AM
To: Sparks, Daniel L

Had breakfast with Montag

Went well, this was the time we set up to chat previously but had been re-scheduled

Talked a little bit about business, he wanted to know how the desk thought about him and mulien being very involved - |
told him we understood the scrutiny on the business given the overall pressure on our market, large P+L and risk swings,
etc.

| did tell them that continued clarity on what he and Mullen want to see done would be appreciated. (i.e. if they want to
see trade spots in resids, super senior, etc, keep us focused on that vs all the other things we have going on)

Told him fresh perspectives are appreciated

| reiterated that while we have had (and have) some tough times/positions, | objectively thot GS had done a great job
dealing with its issues early and righting the ship

Outside of that he asked about my career, | told him | was very happy in current role, interested in int'l @ some point to
the extent the Firm needs me (told him Asia or Lat Am were most interesting)

Goldman, Sachs & Co

85 Broad Street | New York, NY 10004

Tel: 212-902-2927 | Fax: 212-493-9681 | Mob: 917”

e-mail: david.lehman @gs.com : N
Croehamnaey

Sachs

e = Redacted by the Permanent
Subcommittee on Investigations

David Lehman
Fixed Income, Currency & Commodities

Disclaimer:

This material has been prepared specifically for you by the Goldman Sachs Fixed Income Structured Product Group (SPG) Trading
Desk and is not the product of Fixed Income Research. We are not soliciting any action based upon this material. Opinions expressed
are our present opinions only. The material is based upon public information which we consider reliable, but we do not represent
that it is accurate or complete, and it should not be relied upon as such. Additionally, the material is based on certain factors and
assumptions as the SPG Trading Desk may in its absolute discretion have considered appropriate. There can be no assurance that
these factors and assumptions are accurate or complete, that estimated returns or projections can be realized, or that actual returns or
results will not be materially different than those presented. Certain transactions, including those involving ABS, CMBS, and CDOs,
may give rise to substantial risk and are not suitable for all investors. Ihe SPG 'I'rading Desk may have accumulated long or short
positions in, and buy or sell, the securities that are the basis of this analysis. The SPG Trading Desk does not undertake any
obligation to update this material.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis ,
Confidential Treatment Requested by Goldman Report Footnote #1935 GS MBS-E-010623720
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AltA (63.6) (68.7) 254
Subprime First Lien (58.8) €4 308
Qecond Lien (5.9 (16.) 8

‘880D

88,

CMBS Securttiep 25 24 {176.6) 1,367 - 3,604 - -
Ccash (40.9) 1,367 31 081 . R
cps (8.7 (1,843 (181) . N
TRR Swaps {Q118) 4,548 . 3,194 - -

ABS Becurtties 36 42 (34.5, 1.914 ez 648 - (1)

ABS Syrthetics 688 70.4 1685 (8,642.0) 00 (67 0.0

Correlation Book 214 218 110.8 891 - 477 - -
cos 1168 4,890 - @« . -
TRR swaps a.0 - - -

6.9

us CLO ¥

27.9

21.0)

Europe CLO

(54.9)

{546

NCF

Totst [ (o7 CLO totu)
Real Prime 718 435 170 Equlties I (1] ] [
Resi Credit 428 273 701
can! CH

CLO sbress test is over the limit of $70mm.

=== = Redacted by the Permanent

MTG SPG gezk VeR limit hos been incregsed to $S0mM unis cot JUE/2U07
COO/CLO Strass tost Is over e Imit of §55mm

Subcommittee on Investigations
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Mortgage VaR

13352821

R R L R N R e p e e R ]

—=Crods Soarats (04 e Lt (1400

" Stress Test (SMM
s 084107

3.2

32 (7.8) {9.8)

Inverse 1O 561 . (209)
Strip 1Q/PO 15 1.0 . (8.0) [t&)) 1,787 127
Agency Derivative 0.3 0.4 (5.8) (4.1) 811 76

Agency CMOs

1.8

1.8 (9.9) {10.3)

2,308 283

FHAVA 0.5 05 (2.6) (2.6) 188 47
Prime Hybrid 6.6 6.5 (48.3) (46.6) 3,456 330
Prime Fix 5.9 5.8 (14.6) (19.8) 4,485 (655)
ARMs 0.5 0.5 14 16 17
Subs!! 8.9 8.9 (26.1)

AltA

24

19 0.1 (0.5)

793
Subprime 4.5 3.8 (1.5 {1.3) 1,148
Second Lien {1.2) (1.2) 89
Sub/Nan-Performing 27 1.6 (31.2) (31.1) 747

Credht Residuals"

320

CMBS Securities

19.7

16.8 (47.8) (47.1)

1,460 1,444
ABS Securities | 36.8 46.4 (20.0) {18.8) 1,958 308
-___ABS Synthetics 74.2 125.4 289 60.5

Carrolation Book

CF NCF Total [ cDOo ]
Resi Prime 80.9 52.0 132.8 [ 25 |
Res) Credit 161 159 320

Significant Risk Changes:

Acquisiion Commitment scenario limit has been changed to $250 untli 8/21
Mtg SPG desk Stress test temproray limit is $750mm (vs. permanent 8500mm)
MTG SPG desk VaR iimit has been changed to $110mm until 8/21

e = Redacted by the Permanent
Subcommittee on Investigations

Confidential Treatment Requested by Goldma

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
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From: Mullen, Donald

Sent: Tuesday, August 21, 2007 7:47 PM

To: Cohn, Gary (EO 85B30); Viniar, David

Cc: Montag, Tom

Subiject: FW: MarkstRisk: End of Day Summary - cob 8/20/2007
Attachments: Daily Trading Risk Summary20070820.pdf

We will have a plan to reduce mortgage var tomorrow and will begin éxecuting immediately

From: Walters, Kristen
Sent: Tuesday, August 21, 2007 7:44 PM
To: Viniar, David; Cohn, Gary (EO 85B30); Montag, Tom; Sherwood, Michael S; Forst, Edward (FIN PBC09); Evans, 3. Michael (EO

CKC68); McMahon, Bill; Vinlar, David; Ruzika, Richard; Mullen, Donald; Eisler, Ed; Sobel, Jonathan; Ealet, Isabelle; Young, Paul;
Heller, Dave B; Agus, Raanan A; Schroeder, Jeff; Sparks, Daniel L; Broderick, Craig; Beshel, Liz; Berry, Robert; Petersen, Bruce;
Wilson, Edward; Lahey, Brian; Lee, Brian-J (FI Controllers); Dinias, Michael; Pastro, Al; Ng, Victor K; Maretz, Andy; Johnson,
Darau; Hughes, Jon O (Market Risk Management & Analysis)

Cc: Shaw, Michael; Jha, Arbind; Kendrick, Richard; Filgueiras, Geraldo A.; Cumming, Caroline; Parker, Grant; Chodos, Jason E.;
Haar, Robert; Yunger, Dalia (Kronenberg); McAndrew, Thomas R.; Walters, Kristen; Goh, Amy
Subject: MarketRisk: End of Day Summary - cob 8/20/2007

Firmwide VaR was unchanged at $167mm (versus a $150mm limit) with decreased Gl
risk offset by increases in Mortgages.

95% VaR by Business ($mm)

20~Aug 17-Aug % Contr

Trading 167 167 100%
FICC

L] o o L] e = Redacted by the Permanent
Mortges 103 97 46% Subcommittee on Investigations

95% VaR by Product Category ($mm)

20-aug 17-Aug % Contr
Trading 167 167 100%

Credit Scenarioc ($MM)

Current Prior Limit
- - T o
Mortges. (315) (308) (750)
L - oy e

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis
Report Footnote #1951

Confidential Treatment Requested by Goldman ! GS MBS-E-009740158
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Firmwide VaR was over its limit of $150mm at a level of $167mm.

scenario temporary limit of mlevel of (I
varR limit of GHNEMP (2t a level of

F

VaR has a temporary limit of (NIN@until cob 8/29.
a temporary VaR limit of (MEEM@until cob 8/29.
Mortgages has a temporary VaR limit of $110mm until cob 8/29,

temporary limit of (EIfEMEEP until cob 8/29.
Mortgage Trading widening scenario has a temporary limit of <$730mm> until cob 8/29.

Daily Trading Risk

Summary2007...
emene = Redacted by the Permanent
Subcommittee on Investigations
2
Confidential Treatment Requested by Goldman Sachs GS MBS-E-009740159
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From:
Sent:
To:

Ce:

Subject:

Attachments:

Walters, Kristen

Wednesday, August 29, 2007 3:35 PM :

Viniar, David; Cohn, Gary (EQ 85B30); Montag, Tom; Sherwood, Michael S; Forst, Edward
(FIN PBCO09); Evans, J. Michael (EQ CKC68); McMahon, Bill; Viniar, David; Ruzika, Richard;
Mullen, Donald; Eisler, Ed; Sobel, Jonathan; Ealet, Isabelle; Young, Paul; Heller, Dave B;
Agus, Raanan A; Schroeder, Jeff; Sparks, Daniel L; Broderick, Craig; Beshel, Liz; Berry,
Robert; Petersen, Bruce; Wilson, Edward; Lahey, Brian; Lee, Brian-J (FI Controllers); Dinias,
Michael; Pastro, Al; Ng, Victor K; Maretz, Andy; Johnson, Darau; Hughes, Jon O (Market
Risk Management & Analysis)

Shaw, Michael; Jha, Arbind; Kendrick, Richard; Filgueiras, Geraldo A.; Cumming, Caroline;
Parker, Grant; Chodos, Jason E.; Haar, Rabert; Yunger, Dalia (Kronenberg); McAndrew,
Thomas R.; Walters, Kristen; Goh, Amy :

- MarketRisk: End of Day Summary - cob 8/28/2007

Daily Trading Risk Summary20070828.pdf

Firmwide VaR decreased $3mm to $135mm (relative to a $150mm limit).

95% VaR by Business

($mm)
28-Aug 27-Aug % Contr

Trading 135 138 100%

FICC )

L] - - "

Mortges 85 84 42% == = Redacted by the Permanent
) [ - Subcommittee on Investigations
S - , [

4 - - a

_——— = [ 4 -
.- - -
___— - - -
———— .

o - - -

- ' -l -

95% VaR by Product Category (S$mm)

=]
H
o
Q.
P.
=]
Q

'28—Aﬁg 27-Aug % Contr

Credit Scenario (Smm)

=
1)
N

o
Q
]

w

uy

Confidential Treatment Requested by Goldma

135 138 100%
- -a» G
o -
- - .
a» - -
28-Aug 27-Aug Limit
ol G e
(398) (397) (750)
aan o
o o
am e

Permanent Subcbmmittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1954

GS MBS-E-009716460
I :

—



Footnote Exhibits - Page 3853

Orign. (2,327) (2,327) (2,250)

Limit B

# scenario temporary limit of (NN at » level or NN
temporary VaR limit of G (at a level of ]

O - idcning scenario temporary limit of QNN 2t a level of

—_——

%Vm& has a temporary limit of (il until cob 8/29.

has a temporary VaR limit of Gl until cob 8/29.
Mortgages has a temporary VaR limit of $110mm until cob 8/29.
Mortgage Trading widening scenario has a temporary limit of <$750mm> until cob 8/29.
has a temporary VaR limit of G (effective until 9/27).

Daily Trading Risk

Summary2007...
commm = Redacted by the Permanent
Subcommittee on Investigations
2
Confidential Treatment Requested by Goldman Sachs GS MBS_E-009716461
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8/28/07 Trading VaR Summary
. Y i
“c";::::“‘g‘" Teading 20 : %% Trading VaR History # Contribution to ‘rading -Business Unlt
o A
W W Al
Ay %2 ] Avy. 108 Avg 127
) 0 04 & nw
Aug-06 Now-06 Fab07 May-07 Auga7
— 23% Trad ing VeR (SMM) —— % Vall Limit
Dusiness Unit 95% Confidence Level VaRt ]
82872007 | 87272007 Tmonth rolling QTD | 2Qu07 | 3Qis YD
. VaR VaR % Cantdb AvgVaR | Avg VaR | Avg VaR | Avg VaR
Partfalio (SMM) (SMM) Umit Tading | Average High Low MM) | (SMM) | (sMM) | (sMM)
[Trading 135 138 150 100% 7 174 90 140 133 92 133
FICC Division )
Mortgages 85 84 110 o 2 114 10 1B 51
Equitics Division . |
Product Category: 5% Confidence Level Vail
&/28/2007 | 82772007 TZmoath woiling QTD | 2Quo7 | 3Qu6 YTD
VaR ViR % Contrdb AvgVaR [Avg VaR | Avg VaR | Avg VaR
Portfolio . (SMM) (SMM) Limit Teading | Average High Low (SMM) | (sM. (sMM) | (SMM)
135 100% 127 174 90 140 133 92 133

in the global bespoke book

s = Redacted by the Permafient
Subcommittee on Invesfigations
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. 08/28/07 Credit Widening Stresy Test
(All values are in $millions)
Current |  Prior Last Quarter -Rolling 12 Month Limit
8/28/2007 | /2772007 | 5252007 | Average | High | Low
Global Interest Rate Products __ [ ) = ol i = -_g':
E. J ) — - B
Liquid Mortgage Products - () (36) (62) (4) - (152) () (100)
Mortgage Trading (398) 3G9 (108) 57) G (750)
~Mortgage Derivatives 28) (28) (29) ) G7) @ @0)
Residential Prime (95) (%) . @) (86) 120) (51) (100)
Residential Credit 97) 97) (111) (136) (194) . 47) (185)
Credit Residuals (63) (63) 122) (120) (160) (63) (170)
Non-Resi Origination (41) (41) 62) (32) C o) 59 (70)
SPG Trading 135 143 300 84 (132) 409 (160)
ABS/MBS CDO Origination 1) a1 70) (44) ©(98) 8 (30)
Acquisition Commitment (261) (@ (45) (179) (300) (13) (250)
Wi 5 EEE e g EEE
cDO 0 0 (36) (104) 1 (100)
| —_— - | W | ] i | [ 1] [

Bmerging Markets

Flow

Prop

Structured Credit
Credit CDO Origination
Municipals

2

= B
w | B
= B

0
|
]
[
Credit Trading i
-
=
(2327)

¢ |1y mmp wing

Global SSG i
[ ]
[
Credit Origination: Loans & Hedges 2 2,32 (1,094) (1,103) (2,636) (473) (2,250)
Loans 2.%08) (2,906) (1,438)
Hedges 579 579 344 .
Syndication (1,029) (1,029) (582) (540) (1,278) (220) (700)
Portfolio {70) (70) ) (12 98) (17 (55)
Residual New Issue (58) (58) (27) (29) (70) 