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1

2       UNITED STATES DISTRICT COURT

      SOUTHERN DISTRICT OF NEW YORK

3

4       --------------------------  Master File No.:

      IN RE BARCLAYS BANK PLC:  : 1:09-cv-01989-PAC

5       SECURITIES LITIGATION     :

6       --------------------------:

7       This Document Relates to: :

                                :

8           ALL ACTIONS.          :

      --------------------------:

9

10                              August 19, 2015

                             9:06 a.m.

11

12

13         ** CONFIDENTIAL UNDER PROTECTIVE ORDER **

14

15              VIDEOTAPED DEPOSITION of JOHN

16       KREITLER, taken by Plaintiffs, pursuant to

17       Subpoena, held at the offices of Sullivan &

18       Cromwell, 535 Madison Avenue, New York, New

19       York, Eileen Mulvenna, CSR/RMR/CRR, Certified

20       Shorthand Reporter, Registered Merit

21       Reporter, Certified Realtime Reporter, and

22       Notary Public of the State of New York.

23                  VERITEXT LEGAL SOLUTIONS

                     MID-ATLANTIC REGION

24             1801 Market Street – Suite 1800

                   Philadelphia, PA  19103

25
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1                  KREITLER - CONFIDENTIAL

2       that this case involves -- or relates to an

3       April 8, 2008, offering of securities by

4       Barclays?

5             A.     Yes.

6             Q.     Were you employed by Barclays in

7       April of 2008?

8             A.     No.

9             Q.     When did you leave the company?

10             A.     My last day in the office was in

11       and around December 2nd, 2007.

12             Q.     Can you just take us through a

13       brief overview of your educational and

14       employment history.

15             A.     Yes.  I graduated from Princeton

16       University in 1985.  I was employed at Chase

17       Manhattan Bank from the fall of 1985 through

18       the late winter, early spring 1986.  I was

19       employed from that date through to May 2002

20       with Lehman Brothers.  I was employed from

21       May 2002 through to my last day in the office

22       in December of 2007 with Barclays Capital.  I

23       believe I was a employee on record through

24       March 31st, 2008.

25             Q.     Starting with Chase Manhattan,
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1                  KREITLER - CONFIDENTIAL

2       what was your position there?

3             A.     Operations clerk, I believe.

4             Q.     What were your general

5       responsibilities in that position?

6             A.     I don't recall.

7             Q.     What was your position or

8       positions at Lehman Brothers?

9             A.     There were several.

10             Q.     What was the last position you

11       held at Lehman Brothers?

12             A.     Head European credit trading.

13             Q.     What were your responsibilities

14       as the head of European credit trading?

15             A.     Head of trading desks in credit

16       trading for Europe.

17             Q.     During your time at Lehman

18       Brothers, were you responsible for any

19       mortgage securitization activities?

20             A.     No.

21             Q.     Why did you leave Lehman

22       Brothers in May of 2002?

23             A.     I was hired by Barclays Capital.

24             Q.     What position did you assume

25       when you transitioned to Barclays Capital?
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1                  KREITLER - CONFIDENTIAL

2             A.     Global head credit trading.

3             Q.     Were you the global head of

4       credit trading throughout your entire tenure

5       with the company?

6             A.     Yes.

7             Q.     Who did you report to as the

8       head of global credit trading?

9             A.     Grant Kvalheim.

10                    MR. TOMAINO:  You might want to

11             spell that, if you know.

12                    THE WITNESS:  Kvalheim,

13             K-V-A-L-H-E-I-M.

14     BY MR. RUSSO:

15             Q.     What was Mr. Kvalheim's position

16       with the company?

17             A.     Head global financing.  Global

18       head.

19             Q.     You said your last day at

20       Barclays was around December 2nd, 2007; is

21       that correct?

22             A.     In and around.

23             Q.     Why did you leave Barclays in

24       December of 2007?

25             A.     I was asked to leave.
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1                  KREITLER - CONFIDENTIAL

2             Q.     Who asked you to leave?

3             A.     Jerry del Missier.

4             Q.     Who is Jerry del Missier?

5             A.     Head global markets.

6             Q.     Did Mr. Kvalheim report to

7       Mr. del Missier?

8             A.     No.

9             Q.     Did you report to

10       Mr. del Missier at any time during your

11       tenure with the company?

12             A.     I don't recall.

13             Q.     How did Mr. del Missier

14       communicate to you that you were being asked

15       to leave the company?

16             A.     In a meeting.

17             Q.     Who was at the meeting?

18             A.     He and myself.

19             Q.     Nobody else?

20             A.     No.

21             Q.     Do you recall when that meeting

22       took place?

23             A.     I don't recall.

24             Q.     Was it in or around December 2nd

25       of 2007, or was it several months earlier?
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1                  KREITLER - CONFIDENTIAL

2             A.     I would be speculating.  Roughly

3       one month prior to that.

4             Q.     Okay.  And what did Mr. del

5       Missier tell you during this meeting?

6             A.     That he was going to run the

7       business with other people.

8             Q.     Which business are you referring

9       to?

10             A.     Credit trading.

11             Q.     Did he mention which other

12       people would be running the business?

13             A.     No.

14             Q.     Did he explain to you why these

15       other individuals were going to be running

16       the business going forward?

17             A.     No.

18             Q.     Did he provide you with any

19       other reason why he was asking you to leave?

20             A.     No.

21             Q.     Do you recall saying anything to

22       Mr. del Missier during this meeting?

23             A.     No.

24             Q.     During the one-month time period

25       between when you had this meeting with
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1                  KREITLER - CONFIDENTIAL

2             Q.     Which desks?

3             A.     I would be speculating, but the

4       US ABS desk and the European ABS desk.

5             Q.     Why do you believe that these

6       desks were -- held positions in subprime

7       mortgage assets as of December 2007?

8             A.     That's my recollection.

9             Q.     Focusing again on the

10       December 2007 time period, when you left

11       Barclays, were any of the trading desks that

12       you oversaw -- strike that -- did any of the

13       trading desks that you oversaw have positions

14       in Alt-A mortgage assets?

15             A.     I don't know what Alt-A assets

16       are.

17             Q.     Have you heard the term "Alt-A"

18       before?

19             A.     I've heard the term.

20             Q.     You have no understanding of

21       what that term means?

22             A.     No.

23             Q.     So you don't know one way or the

24       other whether any of the trading desks you

25       oversaw were -- held positions in Alt-A
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1                  KREITLER - CONFIDENTIAL

2       assets?

3             A.     I don't recall.

4             Q.     You don't recall or you don't

5       know what an Alt-A asset is?  I'm confused.

6             A.     I don't know what an Alt-A asset

7       is, and I don't recall whether we had

8       positions.

9             Q.     Were any of the trading desks

10       that you oversaw exposed to any other

11       mortgage-related assets as of December 2007?

12                    MR. TOMAINO:  Objection to form.

13                    THE WITNESS:  Repeat the

14             question.

15     BY MR. RUSSO:

16             Q.     Sure.

17                    As of December 2007, did any of

18       the trading desks that you oversaw have any

19       positions in other mortgage-related assets

20       besides the US ABS desk or the Euro ABS desk?

21             A.     I don't recall.

22             Q.     At the time you left Barclays in

23       December of 2007, did any of the trading

24       desks that you oversaw have any positions in

25       CDOs?
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1                  KREITLER - CONFIDENTIAL

2             A.     Michael Wade as -- if indeed

3       it's called the asset securitization group.

4             Q.     Did you play any role in that

5       group?

6             A.     I comanaged John Carroll with

7       Michael Wade.

8             Q.     Did you play any role in the

9       securitization of mortgage loans during your

10       time at Barclays?

11             A.     No.

12             Q.     So you never had any

13       responsibilities over securitizing whole

14       loans into mortgage-backed securities?

15             A.     No.

16             Q.     Apart from any formal

17       responsibilities, did you play any role

18       whatsoever in the securitization process?

19             A.     I don't understand the question.

20             Q.     During your time at Barclays,

21       were you ever involved in any way in

22       assisting with or overseeing the

23       securitization of mortgage loans?

24             A.     I managed John Carroll.

25             Q.     Why do you say that that
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1                  KREITLER - CONFIDENTIAL

2             A.     Net interest margin.

3             Q.     Do you recall the ABS trading

4       desk holding any NIM assets during the 2007

5       time frame?

6             A.     No.

7             Q.     Did the ABS trading desk hold

8       assets referred to as post-NIM residuals?

9             A.     I don't know.

10             Q.     Do you know what a post-NIM

11       residual is?

12             A.     No.

13             Q.     What is your understanding of

14       what makes a mortgage subprime?

15                    MR. TOMAINO:  Objection to form;

16             foundation.

17                    THE WITNESS:  I don't know.

18       BY MR. RUSSO:

19             Q.     You have no concept of what a

20       subprime mortgage is?

21             A.     Restate the question.

22             Q.     Sure.

23                    What is your understanding of

24       the characteristics that make a mortgage

25       subprime?
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1                  KREITLER - CONFIDENTIAL

2                    MR. TOMAINO:  Same objection.

3             Form; foundation.

4                    THE WITNESS:  Subprime was one

5             of dozens of assets that were in the

6             credit world.  My understanding is

7             limited.

8       BY MR. RUSSO:

9             Q.     You said you had reason to

10       believe that the ABS trading desk held

11       subprime assets.  What are you referring to

12       when you say subprime?

13             A.     The name subprime.

14             Q.     What is your understanding of

15       what makes a mortgage subprime?

16                    MR. TOMAINO:  Same objection.

17                    THE WITNESS:  Lower quality

18             borrowers.

19       BY MR. RUSSO:

20             Q.     Lower quality -- do you mean a

21       lower FICO score?

22             A.     I don't know.

23             Q.     You don't know what makes a

24       borrower low quality?

25             A.     I don't know what you call that.
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1                  KREITLER - CONFIDENTIAL

2             Q.     Call what?

3             A.     You introduced a new term to

4       represent a low-quality borrower.  I don't

5       know what that means.

6             Q.     You don't know what a FICO score

7       is?

8             A.     No.

9             Q.     So when you say that the ABS

10       trading desk -- or you have reason to believe

11       that the ABS trading desk was exposed to

12       subprime assets, what's your basis for that

13       testimony?

14             A.     They traded mortgage product.

15             Q.     Why did that lead you to believe

16       that -- is it your understanding that all

17       mortgage product is subprime?

18             A.     No.

19             Q.     So what is your understanding of

20       what trading in a subprime mortgage is?

21                    MR. TOMAINO:  Objection --

22                    THE WITNESS:  Restate the

23             question.

24                    MR. TOMAINO:  Objection to form.

25
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FILED UNDER SEAL 



From: Landreman, Richard: Product Control (NYK) [ /O= BZW /OU= USA/CN =NYK AD
USERS /CN= USERS /CN= LANDERMR]

Sent: Friday, January 04, 2008 10:30:16 PM
To: Hamilton, Tom: RMBS Trading (NYK)
CC: Russin, Robert: Product Control (NYK); Kaczka, Joseph: Product Control (NYK);

Walker, James: Finance (NYK)
Subject: RE: Agency Spreads

Carry is held up and released for markdowns. Approx $5 per month. We have two months for about $10M. PCG still
finalizing year end.

Original Message
From: Hamilton, Tom: RMBS Trading (NYK)
Sent: Friday, January 04, 2008 4:53 PM
To: Landreman, Richard: Product Control (NYK)
Cc: Walker, James: Finance (NYK)
Subject: Re: Agency Spreads

Ill do what I can. We really need to decide who owns these damn things. What does the methodology from last month
imply for the marks this month? Are different pools marked at different prices? Who is taking the carry on these bonds?
Let's talk first thing monday.

Original Message
From: Landreman, Richard: Product Control (NYK)
To: Hamilton, Tom: RMBS Trading (NYK)
Cc: Walker, James: Finance (NYK)
Sent: Fri Jan 04 14:03:36 2008
Subject: FW: Agency Spreads

Tom,

I need a little help on getting the Subprime Whole Loan marks from the Business for November month end.
Any help you can provide will be appreciated.

Rich

From: Piperno, Anthony: Structuring (NYK)
Sent: Friday, January 04, 2008 1:35 PM
To: Pini, Vincent: Finance (NYK)
Subject: RE: Agency Spreads

A few people are out today. We will provide marks next week. Were you able to understand the variance between the
EquiFirst NYBR and EquiFirst Balance Sheet loans?

From: Pini, Vincent: Finance (NYK)
Sent: Thursday, January 03, 2008 2:53 PM
To: Piperno, Anthony: Structuring (NYK)
Cc: Landreman, Richard: Product Control (NYK)
Subject: Agency Spreads

Tony,

The spreads I showed you were spread to active TSY taken from BBG.

CONFIDENTIAL

EXHIBI e,77
wlr.1// v/G.

E. Mulvenna, CSR /RMR /CRR
BARC-ADS-00221656
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From: Kaczka, Joseph: Product Control (NYK) [ /O= BZW /OU= USA/CN =NYK AD -
USERS/CN=USERS/CN=KACSKAJ]

Sent: Tuesday, January 08, 2008 10:37:39 PM
To: Walker, James: Finance (NYK)
Subject: FW: re November Whole loan px's

James, Would you like to ask Eric Bommensath who will be marking the sub -prime whole loans? We are still waiting
for levels from the desk. Is it Tom H. or Mike W. or John Carroll? We have not received anything yet. Thanks Joe k

Original Message
From: Landreman, Richard: Product Control (NYK)
Sent: Tuesday, January 08, 2008 3:32 PM
To: Kaczka, Joseph: Product Control (NYK); Walker, James: Finance (NYK)
Subject: FW: re

Tom's response

Original Message-- -
From: Hamilton, Tom: RMBS Trading (NYK)
Sent: Tuesday, January 08, 2008 3:27 PM
To: Landreman, Richard: Product Control (NYK)
Subject: RE: re

Nope.

Original Message
From: Landreman, Richard: Product Control (NYK)
Sent: Tuesday, January 08, 2008 3:23 PM
To: Hamilton, Tom: RMBS Trading (NYK)
Subject: Re: re

Any luck on figuring out who owns /prices the subprime whole loans? I am still waiting on nov prices.

Original Message
From: Hamilton, Tom: RMBS Trading (NYK)
To: Landreman, Richard: Product Control (NYK)
Sent: Mon Jan 07 16:12:37 2008
Subject: re

I asked Cozine to coordinate with you to work on the PWC document.

CONFIDENTIAL

EXHIBIT ¿27
WIT:

DATE:

E. Mulvenna, CSR /RMR /CRR
BARC-ADS-00853933
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From: Hamilton, Tom: RMBS Trading (NYK) [ /O= BZW /OU= USA/CN =NYK AD
USERS /CN= USERS /CN= HAMILTONT]

Sent: Tuesday, January 15, 2008 9:38:41 PM
To: Richards, Christopher: Product Control (NYK)
Subject: RE: RMBS PnL Formal 01 -14

It does but im not going to be responsible for wherever these losses are coming from.

From: Richards, Christopher: Product Control (NYK)
Sent Tuesday, January 15, 2008 4:38 PM
To: Hamilton, Tom: RMBS Trading (NYK)
Subject: RE: RMBS PnL Formal 01 -14

Sorry I guess I was unclear which business rolls up into you. Do you just want to see the subprime line?

Thanks

From: Hamilton, Tom: RMBS Trading (NYK)
Sent: Tuesday, January 15, 2008 4:32 PM
To: Richards, Christopher: Product Control (NYK)
Subject: RE: RMBS PnL Formal 01 -14

What is this subprime nims post nims nonsense ? ??

From: Richards, Christopher: Product Control (NYK)
Sent: Tuesday, January 15, 2008 4:19 PM
To: MBS P &L - Formal
Subject: RMBS PnL Formal 01 -14

RMBS PnL
(000's) USD

Collateral
15yr
30yr
Spec Pool
Collateral Total

Agency Arms

C MO's
Agency - Fixed
Synthetic
Agency - Fixed Total

Non - Agency Arms
Arms Primary (JV)
Arms Primary (RMBS)
Arms Secondary (JV)
Arms Secondary (RMBS)
Non - Agency Arms Total

Non -Agency Fixed

Daily
(61)
455
401
794

Daily
20

Daily
1,316
(3)

1,312

Daily.
10
14
34

(2)
56

MTD
3,097
10,413
2,445
15,955

MTD
365

MTD
4,928

(3)
4,925

MTD
41

(715)
1,658
397

1,380

YTD
3,097
10,413
2,445
15,955

YTD
365

YTD
4,928

(3)
4,925

YTD
41

(715)
1,658
397

1,380

WIT:

DATE:

E. Mulvenna, CSR/RMRICRR

CONFIDENTIAL BARC -ADS- 01139563



Fixed (JV)
Fixed (RMBS)
Non-Agency Fixed Total
Non-Agency.,

MgmtlOther

Mgmt/Other Total

Managers JV
Managers RMBS
Cost of Income

DP* Pril2 I l; 99i, :: 11 22:593 22.593:

(205) (575) (575)
(61) 162 162

(266) - (413) (413)
(21blf-.....- - ... III-....,, 800_ f,'''- l''' 067'

I I
I II

Daily MTD YTD
(1)
310

(26)
284

303
309

(231)
381

303
309

(231)
381

Subprime (4,000)

I
(23,210)

I
(23,210)

Nims / Post Nims (110) (1,542) (1,542)
Total ` .

11""r(4:111°Y' (24 752)',; (24'752)

The P&L is now available in the following location, under the MBS P&L directory:
ANykpcm01200v01 s \dfs-nyk\ MBS \

Christopher Richards
Product Control - RMBS

-/-6-3602

:::1..r.stoal-zr.richarésellarcap.00rn

Barclays Capital. 200 Ceder Knclls Rd, Wi ppary, NJ 07281

CONFIDENTIAL BARC-ADS-01139564
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1                  UNITED STATES DISTRICT COURT

2                  SOUTHERN DISTRICT OF NEW YORK

3        -----------------------------X

        IN RE:                      )

4                                     ) Master File No:

            BARCLAYS BANK PLC       ) 1:09-cv-01989-PAC

5           SECURITIES LITIGATION     )

                                    )

6        -----------------------------X

                                    )

7        THIS DOCUMENT RELATES TO:    )

               ALL ACTIONS          )

8        -----------------------------X

9                         October 1, 2015

10                         9:37 a.m.

11

12                ** C O N F I D E N T I A L **

13

14

15                  VIDEOTAPED DEPOSITION OF

16        STEPHEN J. KING, taken by Plaintiffs, held at

17        the offices of Sullivan & Cromwell LLP,

18        125 Broad Street, New York, New York,

19        pursuant to Notice, before Mayleen Cintrón

20        Ahmed, a Registered Merit Reporter, Certified

21        Realtime Reporter, and Notary Public of the

22        State of New York.

23                 VERITEXT LEGAL SOLUTIONS

                     MID-ATLANTIC REGION

24             1801 Market Street – Suite 1800

                   Philadelphia, PA  19103

25
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1                - KING - CONFIDENTIAL -

2        right?

3              A.   Is that when it's dated?  Sorry.

4                   (Witness reviewing document.)

5              A.   Yes.

6              Q.   Okay.

7              A.   From the day of the email.

8              Q.   Who's William Robinson?

9              A.   Bill Robinson was my COO.

10              Q.   And what was his role?

11              A.   To ensure that trades were booked

12        properly and P&L reported properly.

13              Q.   Who -- who did your P&L get

14        reported to directly?

15              A.   P&L, that's -- there's -- that's a

16        multilayered question.  On a -- on a daily

17        basis, there was always a -- something called

18        a flash, which is your informal way of

19        telling Product Control or management what

20        your daily P&L would be at 4:30 or so in the

21        afternoon.

22                   And then there's a process

23        overnight to reconcile all the marks of

24        everything that worked up through the Product

25        Control Groups and formally found its way
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1                - KING - CONFIDENTIAL -

2        into the management and P&L reporting.

3              Q.   Okay.

4                   What is your understanding of what

5        this attached memo is describing?

6                   MR. TOMAINO:  Objection.  Form.

7              Foundation.

8              A.   Is -- is that the same question as

9        the earlier one?

10              Q.   I'm not sure.  Is the answer the

11        same?

12              A.   I don't know.  Depends if the

13        question is the same.  If the question is the

14        same, then the answer is the same.

15              Q.   Okay.  So this -- tell me again if

16        I'm repeating myself.

17                   This memo refers to what?

18              A.   Risk and P&L attributes of some,

19        on a date, of some or all -- I can't

20        remember -- of my trading book.

21              Q.   Okay.  And --

22              A.   "My" meaning the ABS.  I shouldn't

23        even use 'my.  The ABS CD, synthetic CDO

24        trading books.  Books, formally.

25              Q.   So let me ask you to look at the
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1                - KING - CONFIDENTIAL -

2                   Well, I guess all Jasen says is

3        make sure you have soft copies of copies of

4        the attached.  And then Darryl forwarded all

5        of the emails.  But I don't really know what

6        the -- who the authors of all of the

7        documents were.  Some of these were

8        definitely not by us.

9              Q.   Did you eventually become involved

10        in valuing the loan portfolios?

11              A.   Yes.  Yes.

12              Q.   And what did -- what was your

13        role?

14              A.   At what time?

15              Q.   Did it change over time?

16              A.   Yes.

17              Q.   How -- how did you begin your

18        involvement in valuing the various loan

19        portfolios at Barclays?

20              A.   At some point in two-thousand

21        and -- at some point in 2008 along -- as --

22        as I said, the bank was trying to consolidate

23        all of its mortgage exposure.  It had

24        increasingly said -- we've got subprime

25        exposure and Alt-A exposure and loan exposure
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1                - KING - CONFIDENTIAL -

2        and super seniors, let's try and get it all

3        together.  And we steadily worked through

4        each of those.

5                   Initially it was a risk analysis,

6        and then maybe an attempt to put some sort of

7        expected losses and valuation on there, and

8        ultimately we took responsibility for the

9        workout of those loans.

10              Q.   When you say "we," who are you

11        talking about?

12              A.   My group, PMTG.

13              Q.   When did you take on

14        responsibility for the workout?

15              A.   For the actual workout of them?  I

16        think we started building that group -- I

17        think we started building that group some

18        time mid -- some time maybe in the second

19        quarter, maybe midyear.

20              Q.   Of 2008?

21              A.   Of 2008, yeah.

22              Q.   And when did you take on

23        responsibility for trying to value the

24        various --

25              A.   It would have been --
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From: Clackson, Patrick: Finance (LDN) 
[ /O= BZW /OU= EUROPE /CN= RECIPIENTS /CN= EXCHANG E 

RECIPIENTS /CN= CLACKSONP] 
Sent: Friday, January 18, 2008 7:07:03 AM 
To: Diamond, Bob: Barclays Capital; Ricci, Rich: Barclays Capital 
Subject: RE: Portfolio Workout - PL Estimate - Jan 17 

Bob, Rich 

I wanted to let you know that we are actively managing the risk and not continuing the strategy regardless of what is 
happening, but rest assured Stephen is being tightly controlled. We have weekly risk meetings with Eric Bommensath 
etc where these hedge options were discussed and Stephen was asked to investigate, the ABX has spiked down and 
underlying data is generally bad and we are reassessing the strategy as we have been caught by the unhedged long 
positions. Stephen is looking at other possible hedges, no positions are being taken without Eric /the risk committee's 
approval. 

Overall we have continued to lose money from net longs in the MTM book and we are reassessing the hedge strategy, we 
also have long positions in the saypoff book and monoline exposure which we need to continue to manage to reduce the 
risk of writedowns. 

We agreed to have monthly risk meetings with you, Eric, Jerry etc, Ill make sure we have the first one next week. 

Regards 

Patrick 

Original Message 
From. Diamond, Bob: Barclays Capital 
Sent: 18 January 2008 06:36 
To: Clackson, Patrick: Finance (LDN); Ricci, Rich: Barclays Capital 
Subject: Re: Portfolio Workout - PL Estimate -Jan 17 

This scares me silly. He is chasing his tail,,,,,,,,, we have this guy shorting banks and moodys sock 1. A little late 2 
does he trade equities? 

Didn't we agree a weekly meeting? Rich can you arrange that as a risk review? 

Tough 

Original Message - - -- 
From: Clackson, Patrick: Finance (LDN) 
To: Ricci, Rich: Barclays Capital; Diamond, Bob: Barclays Capital 
Sent: Fri Jan 18 06:22:58 2008 
Subject: Fw: Portfolio Workout - PL Estimate - Jan 17 

Fyi 

Original Message - - -- 
From. King, Stephen: CDO (NYK) 
To: Bommensath, Eric: Markets (NYK); Clackson, Patrick: Finance (LDN); Yoss, Eric: Market Risk (NYK); Walker, James: 
Finance (NYK) 
Sent: Fri Jan 18 00:30:53 2008 
Subject: Fw: Portfolio Workout - PL Estimate - Jan 17 

Pandl again mostly from the long positions carried into the new year. New trades and capital structure arb this year 
helped dampen the effect but the long overreal is still winning. Although there is basis between index and singal names, 

DATE: 
1( /3A S 

Reporter - Laurie A. Collins 

BARC-ADS-00933383 



and 3pts of upside on a trade seems small, the lomg position I strongly believe is going to make a hole in the pandl. 

We have reviewed all the classes of index. All the 071 below aaa, 062 below as and 061 below single a still look seriously 
overvalued. 071 aaa, 062 as and 061 single are Pretty at the money, absent a further revision to our recovery 
assumptions. Therefore, we are going to rebalance the overal position to reflect this view, rather than wait for some 
clases you bounce on technical lead rallies. 

We continue to think that overal the book should be run net short throug remits and the rate cut. We will propose hedges 
for the non mtm ss positions next Friday. 

We are selling 061 bbb flat cash bonds which are currently passing their triggers but are close to failing to low the 
exposure to delinquency spikes in early 05 vintage. 

We are moving to be slightly long the short end of the rate curve. We are going to hedge the libor exposure in the long 
cdo position which is not currently hedged. 

We have sold cmbx and remarked some of the positions. We should have a more complete analysis of the cmbx 
position on my return. We are currently pretty flat in trading but long CMBS overall. We should look to hedge this 
exposure asap. 

We are evaluating when to buy back the monoline cds position. We expect downgrades but not default. 

We are looking to short a number of stocks including banks and moodys as part of a small proprietary position reflecting 
the desk view that there is going to be a significant capital shortfall in regulated entities which are linked to ratings of 
collateral including monoline wrapped positions. 

We have locked in some 3mnth funding to lower the drag on pandl caused by the high relative overnight rate. 

Original Message -- 
From. Griffith, Evan: CDO (NYK) 
To: King, Stephen: CDO (NYK) 
Cc: Robinson, William: CDO (NYK); Agrawal, Kapil: Credit Derivatives (NYK); Bansal, Pracheer: CDO (NYK); McCosker, 
Tom: Product Control (NYK); Uotila, Christopher: Product Control (NYK); Lin, Mei: Product Control (NYK); Sood, Astha: 
Product Control (NYK) 
Sent: Thu Jan 1718:32:13 2008 
Subject: Portfolio Workout - PL Estimate - Jan 17 

Daily Estimate in USD mm: 

Category Total 
Subprime (7) 
Alt -A 0 

CDO O 

CMBS (4) 
Other 0 

Neg Basis 0 

CF SupSen 
Total (11) 

MTD Estimate in USD mm: 
Category Total 
Subprime (31) 
Alt -A 0 

CDO (15) 
CMBS (2) 
Other 0 

Neg Basis 0 

CF SupSen D 

Total (47) 

BARO -ADS- 00933384 



Subprime PL Explain (excluding new trade PL+ reserves) and Summary of MTD PL (including new trade PL + reserves) 
Attached: 
«US Portfolio Workout Sub «US Portfolio Workout Subprime P &L Explain COB 011708.xls» p «US Portfolio 

Workout Subprime P &L Explain COB 011708.xls» rime P &L Explain COB 011708.xls» 
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22 Jan 2008 - USD ('000s) Formal Daily Flash Vs Formal Formal MTD Formal YTD P&L Comment FL Vs FM Comment

  US ABS Portfolio
    
    CDO 0 0 (7,993) (7,993)
      
    Alt-A 0 0 0 0
      
    CMBS 0 0 0 0
      
    Other ABS 0 0 0 0
      
    Relative Value 0 0 0 0
      
    Reserves - Trading 0 0 (1,495) (1,495)
      
    Subprime (4,682) 0 (42,067) (42,067) $(4)m loss in subprime as ABX prices continue to drop across the 06-2 and 

07-1 vintages, mostly in the BBB and BBB-. 
    
  US ABS Portfolio Total (4,682) 0 (51,554) (51,554)
    
  US Cash Portfolio
    
    Whole Loans (US) 0 0 0 0
      
    Impairment 0 0 0 0
      
    NBT 0 0 0 0
      
    Nims / Post Nims (110) 0 (2,423) (2,423)  daily funding expense on Uncollaterlized Loan for 1 day
    
  US Cash Portfolio Total (110) 0 (2,423) (2,423)
  

Net Revenue Total (4,792) 0 (53,977) (53,977)

US Portfolio Mgnt (ABS and Cash) Summary Report



22 Jan 2008 - USD ('000s) Formal Daily Flash Vs Formal Formal MTD Formal YTD P&L Comment FL Vs FM Comment

  US ABS Portfolio
    
    CDO
      Cash 0 0 (3,078) (3,078)
      Reserve - NAV Impairment 0 0 (272) (272)
      Synthetic 0 0 (4,643) (4,643)
    CDO Total 0 0 (7,993) (7,993)
      
    Alt-A
      Cash 0 0 0 0
      Synthetic 0 0 0 0
    Alt-A Total 0 0 0 0
      
    CMBS
      Cash 0 0 0 0
      Synthetic 0 0 0 0
    CMBS Total 0 0 0 0
      
    Other ABS
      Cash 0 0 0 0
      Synthetic 0 0 0 0
    Other ABS Total 0 0 0 0
      
    Relative Value
      ABX 0 0 0 0
      Cash 0 0 0 0
      Synthetic 0 0 0 0
    Relative Value Total 0 0 0 0
      
    Reserves - Trading 0 0 (1,495) (1,495)
      
    Subprime
      ABX 0 0 0 0
      Cash (4,682) 0 91,571 91,571 $(4)m loss in subprime as ABX prices continue to drop across the 06-2 and 07-

1 vintages, mostly in the BBB and BBB-. 
      Reserves - NAV Impairment 0 0 (133,638) (133,638)
      Synthetic 0 0 0 0
    Subprime Total (4,682) 0 (42,067) (42,067)
    
  US ABS Portfolio Total (4,682) 0 (51,554) (51,554)
    
  US Cash Portfolio
    
    Whole Loans (US)
      Cash 0 0 0 0
      Synthetic 0 0 0 0
    Whole Loans (US) Total 0 0 0 0
      
    Impairment 0 0 0 0
      
    NBT
      Cash 0 0 0 0
      Synthetic 0 0 0 0
    NBT Total 0 0 0 0
      
    Nims / Post Nims
      Cash (110) 0 (2,423) (2,423)  daily funding expense on Uncollaterlized Loan for 1 day
      Synthetic 0 0 0 0
    Nims / Post Nims Total (110) 0 (2,423) (2,423)
    
  US Cash Portfolio Total (110) 0 (2,423) (2,423)
  

Net Revenue Total (4,792) 0 (53,977) (53,977)

US Portfolio Mgmt (ABS and Cash) Detail Report
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From: McCosker, Tom: Product Control (NYK)
[ /O= BZW /OU= USA/CN= RECIPIENTS /CN =NEW YORK/CN= 1MCCOSKET]

Sent: Monday, March 24, 2008 10:35:33 PM
To: Robinson, William: CDO (NYK)
Subject: FW: ALT -A positions to be transferred

? ?? It'll be interesting to see what's missing.

Original Message
From: Hamilton, Tom: RMBS Trading (NYK)
Sent: Monday, March 24, 2008 6:34 PM
To: McCosker, Tom: Product Control (NYK)
Subject: Re: ALT -A positions to be transferred

This list is incomplete. Cozine is putting a list together for you.

Original Message - - --
From: McCosker, Tom: Product Control (NYK)
To: Hamilton, Tom: RMBS Trading (NYK); King, Stephen: CDO (NYK)
Cc: Robinson, William: CDO (NYK); Meili, Stephan: Market Risk (NYK); Escolar, Rhodin: GFRM (NYK); Kaczka, Joseph:
Product Control (NYK); Landreman, Richard: Product Control (NYK); Agency CDO PCG
Sent: Mon Mar 24 15:33:46 2008
Subject: RE: ALT -A positions to be transferred

Agreed.

Please confirm the transfer of all positions in the attached excluding "Prime" and `Belo" asset classes.

Regards,
Tom.

«NA Transfer Rec 20080318.xls»

From: Hamilton, Tom: RMBS Trading (NYK)
Sent: Monday, March 24, 2008 1:43 PM
To: McCosker, Tom: Product Control (NYK); King, Stephen: CDO (NYK)
Cc: Robinson, William: CDO (NYK); Meili, Stephan: Market Risk (NYK); Escolar, Rhodin: GFRM (NYK); Kaczka, Joseph:
Product Control (NYK); Landreman, Richard: Product Control (NYK); Agency CDO PCG
Subject: RE: ALT -A positions to be transferred

My understanding was that only the Alt-A bonds were going over, not prime bonds. Anyone else know different?

From: McCosker, Tom: Product Control (NYK)
Sent: Monday, March 24, 2008 1:36 PM
To: Hamilton, Tom: RMBS Trading (NYK); King, Stephen: CDO (NYK)
Cc: Robinson, William: CDO (NYK); Meili, Stephan: Market Risk (NYK); McCosker, Tom: Product Control (NYK); Escolar,
Rhodin: GFRM (NYK); Kaczka, Joseph: Product Control (NYK); Landreman, Richard: Product Control (NYK); Agency
CDO PCG
Subject: ALT -A positions to be transferred
Importance: High

Tom,

Please find attached a current inventory as agreed with GFRM and PCG of your ALT -A holdings.

CONFIDENTIAL BARC-ADS-00874491



Can you please agree / approve the transfer of these positions across to Stephen King in order for the transfer to
commence.

Regards,
Torn.

« File: NA Transfer Rec 20080318.xls »

CONFIDENTIAL _ BARC -ADS- 00874492
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BUSINESS NEWS | Wed Oct 24, 2007 | 5:15pm EDT

Merrill Lynch reels from write-down

The Merrill Lynch headquarters are seen in New York in an undated file photo. Merrill Lynch & Co Inc on 
Wednesday reported $7.9 billion in write-downs for the third-quarter -- triggering its first loss in six years -- as the 
company was burned by lax risk management and... REUTERS/File
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By Tim McLaughlin |  NEW YORK

Merrill Lynch & Co Inc MER.N reported on Wednesday the biggest quarterly loss in its 

history after writing down $8.4 billion, mostly from bad investments related to risky 

subprime mortgages.

"The bottom line is we got it wrong by being overexposed to subprime," Merrill Lynch 

Chairman and Chief Executive Stan O'Neal said on a conference call. "And we suffered 

as a result of an unprecedented liquidity squeeze and deterioration in that market. No 

one, no one is more disappointed than I am in that result."

Merrill was the only big Wall Street firm to post a third-quarter loss. And its write-

downs, before hedges, were bigger than the combined $3.6 billion in write-downs and 

charges recorded by rivals Goldman Sachs Group Inc (GS.N), Bear Stearns Cos Inc 

BSC.N, Morgan Stanley (MS.N) and Lehman Brothers Holdings Inc LEH.N.

"This is a bloodbath for certain. It speaks very poorly to Merrill's risk management 

practices," said Bill Fitzpatrick, an analyst at JohnsonFamily Funds in Racine, 

Wisconsin, which invests $1.8 billion but does not own Merrill shares.

"Clearly, heads are going to roll, and I wouldn't be surprised to see meaningful near-

term layoffs," he said.

The size of Merrill's write-down was significantly higher than the $5.5 billion it forecast 

earlier this month.

Merrill Lynch shares closed at a two-year low, down 5.8 percent at $63.22 on the New 

York Stock Exchange. All three major credit rating agencies cut their ratings on Merrill 

Lynch, with Standard & Poor's calling the company's loss "startling."

The stock is down 32 percent while the Amex Securities Broker Dealer Index .XBD is off 

5.6 percent.

Merrill Lynch's third-quarter net loss was $2.3 billion, or $2.85 a share, from continuing 

operations, compared with a profit of $3 billion, or $3.14 a share, a year earlier.

"There's not much to like about this performance," Credit Suisse analyst Susan Roth 

Katzke said in a research note.

More write-downs could be coming if the world's largest brokerage further cuts the 

value of its remaining $20.9 billion exposure to collateralized loan obligations and 
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Merrill CEO says he got it wrong 

on subprime

Merrill Lynch debt ratings cut 

on loss

subprime mortgages. O'Neal said the company was still working to resolve the impact 

of loans to people with weak credit.

"I'm not going to talk around the fact that there was some mistakes that were made," 

O'Neal said. "I am accountable for the mistakes as I am accountable for the 

performance of the firm overall, and my job, our job, the leadership team's job is to 

address where we went wrong."

After reexamining its positions on collateralized debt obligations, it used more 

conservative assumptions for valuing those assets. That led to the bigger-than-

expected $7.9 billion write-down on CDOs and subprime mortgages.

Merrill also had a $463 million write-down, after fees, on commitments that include 

loans for corporate takeovers.

O'Neal cited continued uncertainty in the market for 

subprime mortgages as defaults on those loans 

continue to rise and sap the strength of the U.S. 

economy.

Camilla Petersen, an analyst who covers financial 

stocks for Atlantic Equities in London, called the 

losses in Merrill's fixed-income portfolio "pretty 

spectacular."

"I think it shows two things: sloppy risk management and very aggressive risk taking," 

Petersen said. "They've tried to diversify away from their core strengths, which are 

equities, investment banking and wealth management, all of which did very well during 

the quarter."

She said Merrill has a track record of going into businesses in a big way and then having 

to retrench.

"Merrill did that with energy -- entered the business and exited and now has gone back 

in," she said, citing one example.

(Additional reporting by Jonathan Stempel in New York and Olesya Dmitracova in 

London)
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Friday as energy and healthcare stocks came 

under pressure.
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WASHINGTON The Trump administration is 

eyeing a more limited repeal of the 2010 Dodd 

Frank law, despite the Republican president-

elect's campaign promise for a full repeal of the 

financial overhaul, the Wall Street Journal said on 
Friday, citing unnamed sources.
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http://www.washingtonpost.com/wpdyn/content/article/2007/12/10/AR2007121000333_pf.html 1/2

Subprimes Force UBS to Write Down $10B
By ERNST E. ABEGG
The Associated Press
Monday, December 10, 2007; 5:21 PM

ZURICH, Switzerland  UBS AG will write off a further $10 billion in losses from the U.S. subprime lending
market, the Swiss bank said Monday, and raise billions in capital through share sales to Singapore and an
unidentified investor in the Middle East.

UBS said it will post a loss for the fourth quarter and may now record a loss for the full year as well. That comes
on top of the 4.2 billion francs written off in its third quarter, making 14.2 billion francs ($12.6 billion) in
writedowns from the subprime crisis by UBS this year.

The Government of Singapore Investment Corp., a sovereignwealth fund, is investing 11 billion Swiss francs
($9.75 billion), while an undisclosed strategic investor in the Middle East is contributing 2 billion francs ($1.77
billion).

As recently as the middle of November, UBS had predicted a profit for the fourth quarter despite ongoing
speculation about its subprime holdings.

"Conditions in the U.S. mortgage and housing markets have continued to deteriorate, and we have updated our
loss assumptions to the levels implied by the current distressed market for mortgage securities," Chief Executive
Officer Marcel Rohner said in a statement.

"In our judgment these writedowns will create maximum clarity on this issue and will have the effect of
substantially eliminating speculation," he said.

In October the bank downgraded the value of some assets by more than 4 billion francs ($3.4 billion) because of
exposure to bad U.S. mortgages. The writedown led to losses of 830 million francs ($712 million) in the period
ending Sept. 30, the time in nine years the bank reported a quarterly operating loss.

Western banks have lost billions on exposure to U.S. subprime loans. Cashrich sovereign funds have been
stepping in to help them boost capital and claim a chunk of company ownership.

Last month the Abu Dhabi Investment Authority, the sovereign investment fund of the Gulf Arab state, acquired
a 4.9 percent stake in Citigroup Inc., the largest U.S. bank, for $7.5 billion.

Tony Tan, deputy chairman of GIC, said the 9 percent stake does not mean Singapore is seeking control of the
Swiss bank.

"GIC is now the single largest investor in UBS and this is the largest investment GIC has made in any
company," Tan said at a news conference in Singapore. "We did not make it a condition that our investment
should have a representation (on UBS's board.) We have no desire to control the business of the bank."

It was the first time that the publicityshy GIC, which manages Singapore's foreign reserves, has revealed a
major investment.

UBS said it brought in about 30 billion francs ($26.6 billion) in new money from clients in October and
November. Ensuring a strong capital base will allow the bank to continue to make acquisitions to further expand
its wealth management business, when such opportunities arise, UBS Chairman Marcel Ospel said during a
conference call.

"Our losses in the U.S. mortgage securities market are substantial, but could have been absorbed by our earnings
and capital base," Ospel said in a statement.

http://financial.washingtonpost.com/custom/wpost/html-qcn.asp?dispnav=business&mwpage=qcn&symb=C&nav=el


11/28/2016 Subprimes Force UBS to Write Down $10B

http://www.washingtonpost.com/wpdyn/content/article/2007/12/10/AR2007121000333_pf.html 2/2

But analysts Matthew Clark and Vasco Moreono of Keefe, Bruyette & Woods Ltd. said "the writedowns and
capital raising represent a dramatic Uturn from guidance given by Chief Financial Officer Marco Suter just
three weeks ago."

The fact that the capitalraising outweighs the writedown makes it appear that UBS is trying to draw a line under
its subprime woes, Clark and Moreono said.

Switzerland's finance minister, HansRudolf Merz, told Swiss television station SF that he feared the UBS loss
would cost Switzerland several hundred million francs (dollars) in lost tax revenues next year.

Analysts say it's difficult to determine whether the plan announced by President Bush last week to stem housing
foreclosures would have an impact on banks. The administration said for qualified borrowers, it was extending
for five years some low introductory loan rates on subprime mortgages.

"That's actually a wild guess," said Javier Lodeiro of Sal. Oppenheim. "The biggest problem right now is the
liquidity of certain products. The Bush plan helps to prevent some foreclosures," but it also keeps down interest
rates.

Andreas Venditti, an analyst at Zuercher Kantonalbank, said, "It's very difficult to estimate the impact because
it's probably going to be quite different depending on what bank you look at. For some banks it could really be
not that positive."

He said it depends on what sort of securities the banks are holding, but that people outside the banks don't have
that kind of information.

"It's very complicated," Venditti told the AP. "Since we don't really know which bank is holding what kind of
structures it's very difficult to assess who's going to profit and who's not."

UBS shares closed up 1.4 percent at 58 francs ($51.42) in Zurich. Shares rose $1.18, or 2.3 percent, to close at
$51.66 in New York trading.

___

Associated Press writer Balz Bruppacher in Bern contributed to this report.

© 2007 The Associated Press
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1           MR. TOMAINO:  Objection to the form of the

2 question.

3           Q.  I will withdraw that.  I believe you

4 testified earlier this November trading update was not

5 a trading update that you would normally do in the

6 course of business at Barclays, right?

7           A.  Yes, it was off cycle.

8           Q.  Did you do anything outside of your

9 normal process in verifying this information, due to

10 the fact that it was something that was outside of the

11 normal cycle, as you put it?

12           A.  The process was extensive and rigorous,

13 and the process did not differentiate between on cycle

14 and off cycle disclosure.  The same standard was

15 applied to any disclosure.

16           Q.  Why did you believe that it was

17 necessary or appropriate I should say -- let me

18 rephrase the question.  Why did you believe it was

19 appropriate to provide this off cycle information to

20 the market in November 2007?

21           MR. TOMAINO:  Objection, form.

22           A.  From recollection, October was a savage

23 month for the market, and from recollection also there

24 was a lot of chatter in the marketplace about how

25 banks had fared in these conditions.  I don't recall
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1 precisely the deliberations we went through but we

2 came to a conclusion with all the various advisory

3 inputs that I have referred to earlier that it would

4 be appropriate to update the market, and that is what

5 we decided to do.

6           Q.  Okay.  You said that October, to your

7 best recollection, October was a savage month for the

8 market.  What do you mean by that?

9           A.  I mean there was a lot of volatility,

10 and across the street, and by that I mean across the

11 investment banking industry particularly, it was clear

12 that there was a lot of pain being suffered.

13           Q.  How was the determination made of what

14 information to provide in the trading update?

15           A.  The process answer.

16           Q.  I guess it has been a while since I have

17 heard the process answer, other than the process --

18 I don't necessarily want to hear it again.

19           A.  I think you are asking to hear it again.

20 I know it is a good one.

21           Q.  I am going to attempt to break it down

22 a little bit.  Do you recall specifically with respect

23 to the November trading update, was there a meeting of

24 the Board of Directors or -- let me ask it this way.

25 Was there a Board decision to issue the November 15
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1 issuance of preference capital.

2           Q.  Excuse me, the equity ratio was not.

3 Was the capital ratio affected by the issuance of

4 preferred shares?

5           A.  There were various capital ratios that

6 were used, and at the highest level preference capital

7 would contribute.  But by this stage, as I have

8 explained, the equity ratio was becoming a determining

9 factor in the view of the market and in the view of

10 the FSA, which is why we were concentrating on it.

11           Q.  So I guess I will ask it this way.  Why

12 did Barclays issue preferred shares in 2008?

13           A.  Oh, because --

14           MR. TOMAINO:  Excuse me, objection to the

15 form of the question.  You are referring to the series

16 5 offering or something more broad?

17           MR. OLTS:  I was asking generally, but we

18 can be more specific if you want.  Do you recall that

19 Barclays issued preferred shares in April 2008?

20           A.  Yes, I do.

21           Q.  What was the purpose of issuing those

22 shares?

23           A.  Banks have capital plans stretching out

24 over a period of years, and they are regular accessors

25 of the capital markets to ensure that they can manage
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1           MR. TOMAINO:  Objection, form.

2           A.  In answer to one of your earlier

3 questions I made reference to the fact that we were

4 managing our regulatory capital ratios carefully, and

5 that the intention was to take those ratios higher

6 over time.

7           Q.  But in reaction to hearing this from

8 Mr. McCarthy, was there anything additional that you

9 did, or was it already within your plans and within

10 your process to increase those capital ratios?

11           A.  I think we saw some earlier written

12 evidence indicating that we were managing the risk

13 weighted assets energetically and that we were trying

14 to ensure that our profitability levels were such as

15 to in each case have a positive impact on the equity

16 ratio through time.  In addition to that, as this note

17 records and an earlier email records, there was some

18 preliminary dialogue taking place with potential

19 investors.

20           Q.  Did those investors end up actually

21 investing in Barclays?

22           A.  In one case, yes, in one case, no.

23           Q.  In which case did --

24           A.  In the case of Japanese investor, yes.

25 In the case of the Korean investor, no.
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1           Q.  Who was the Japanese investor.

2           A.  Sumitomo Mitsui Banking Corporation.

3           Q.  When did that investment take place?

4           A.  It took place as part of our capital

5 raising at the end of June of 2008.

6           Q.  June 2008, okay.  After the capital

7 raising in June 2008, did you continue to raise

8 capital after June 2008?

9           A.  We continued to strengthen our capital

10 ratio, for the reasons that I have described.  We had

11 a further equity capital raising in October/November,

12 2008.

13           Q.  What was the purpose of that capital

14 raising?

15           A.  The purpose of that capital raising was

16 to address new minimum capital ratio requirements

17 which were introduced by the tripartite authorities,

18 being the Bank of England and the Treasury and the

19 Financing Services Authority in the middle of October,

20 2008.  In other words, they moved the goalposts.  At

21 this point, as you can see, Tier 1 ratio was 300 basis

22 points or 3 percent higher than -- at least 3 percent

23 higher than the minimum, so we had a big margin, but

24 later in the year the FSA changed the minimum capital

25 requirements for banks.



 
 
 
 
 
 

EXHIBIT 60 
 

FILED UNDER SEAL 



CONFIDENTIAL BARC -ADS- 01024466 



Pr
op

os
ed

 B
ar

cl
ay

s 
C

ap
ita

l 
di

sc
lo

su
re

 

£
 
bn

 
N

et
 E

xp
os

ur
e 

N
et

 E
xp

os
ur

e 
W

rit
ed

ow
n 

Ju
n 

20
07

 
O

ct
 2

00
7 

Ju
ly

 -
 
O

ct
 

A
B

S
 C

D
O

 S
up

er
 S

en
io

r 
E

xp
os

ur
e 

H
ig

h 
G

ra
de

 
x 

3.
4 

0.
8 

M
ez

za
ni

ne
 

x 
1.

4 
0.

2 

T
ot

al
 

x 
4.

8 
1.

0 

O
th

er
 s

ub
pr

im
e 

ex
po

su
re

 
W

ho
le

 lo
an

s 
&
 r

es
id

ua
ls

 
x 

3.
5 

0.
1 

R
et

ai
ne

d 
an

d 
W

ar
eh

ou
se

 e
xp

os
ur

es
 

x 
1.

7 
0.

3 
S

IV
s 
/
 
S

IV
 -l

ite
s 

x 
0.

0 
0.

1 

O
th

er
 

x 
0.

2 
0.

1 

T
ot

al
 

x 
5.

4 
0.

6 

G
ro

ss
 w

rit
ed

ow
ns

 
1.

6 

G
ai

ns
 o

n 
ow

n 
cr

ed
it 

an
d 

ot
he

r 
he

dg
es

 
(0

.6
) 

N
et

 w
rit

ed
ow

ns
 (J

ul
y 
-O

ct
 2

00
7)

 
1.

0 

i
 



gaeoadde anneaaeu 001 £0 - no 
001. E

0 pue ai.epdn óupeaa £0 - gauki IlpaaW
 

aplls A
aeuauans alepdp aL

U
pdgnS £b - r(alue4s ueóaoW

 

uoR
epasaad alepdn 6u1peai £0 -sin 

aanso¡asip nad alduaexa :xpuaddd 



 o o 
N 
S-. 

CU 

_O 
o 
Ú 
o 
o 
m 

CJ 

o 
U 

vMI 

CONFIDENTIAL 

a 
ci 

aa 

i 

P 

o 

m 

-my 

BARC-ADS-01024469 



M
or

ga
n 

St
an

le
y 

D
is

cl
os

ur
e 
-7

 N
ov

em
be

r 
20

07
 10

(3
1/

07
 

(i
n 

bi
lli

on
s)

 

St
at

em
en

t o
f 

Fi
na

nc
ia

l 
C

on
di

tio
n 

8/
31

/0
7 

St
at

em
en

t 
of

 
Fi

na
nc

ia
l 

C
on

di
tio

n 
10

/3
1/

07
 

Pr
of

ita
nd

 
(L

os
s)

 T
hr

ee
 

M
on

th
s E

nd
ed

 

Pr
of

it 
un

d 
(L

os
s)

 N
in

e 
M

on
th

s 
E

nd
ed

 

Pr
of

ita
nd

 
(L

os
s)

 T
w

o 
M

on
th

s 
E

nd
ed

 

Pr
of

ita
nd

 
(l

os
s)

 E
le

ve
ns

 
M

on
th

s 
E

nd
ed

 N
et

 E
xp

os
ur

e)
 N

et
 E

xp
os

ur
e°

 
08

/3
1/

07
 

10
ßL

07
 

Su
pe

r S
an

ie
r 

E
xp

os
ur

e 
H

ie
b-

 G
ra

de
 

$0
.0

 
$0

.0
 

$0
.0

 
$0

.0
 

$0
.0

 
$0

.0
 

$0
.0

 
50

.0
 

M
em

au
in

e 
(S

1.
S)

 
(5

5.
2)

 
($

1.
9)

 
($

2.
2)

 
($

3.
4)

 
($

5.
6)

 
$1

1.
4 

S8
.3

 

C
O

O
 -S

qu
ar

ed
 

$0
.0

 
($

0.
0)

 
$0

.0
 

$0
.0

 
$0

.0
 

$0
.0

 
$0

.0
 

S0
.1

 

T
ot

al
 A

B
S 

C
D

O
 S

up
er

 S
en

io
r 

E
xp

os
ur

e 
15

1.
5)

 
($

5.
2)

 
($

1.
9)

 
($

2.
2)

 
($

3.
4)

 
($

5 
-6

) 
$1

14
 

SS
A

 

O
th

er
 R

et
ai

ne
d 

an
d 

W
ar

eh
ou

se
 E

xp
os

ur
e 

A
B

S 
C

D
O

 C
D

S 
$1

.1
 

SI
.7

 
$0

.3
 

51
.0

 
$0

.5
 

SI
S 

($
29

) 
(5

3.
1)

 

A
B

S 
C

D
O

 B
on

ds
 

$1
.6

 
S1

 
($

04
) 

($
0.

3)
 

($
0.

0)
 

($
0.

3)
 

$1
.6

 
51

.7
 

C
O

O
 W

ar
eh

ou
se

 
$0

.0
 

$0
.0

 
($

0.
0)

 
($

0.
0)

 
$0

.0
 

($
0.

0)
 

$0
.0

 
50

.0
 

T
ot

al
 O

th
er

 R
et

ai
ne

d 
an

d 
W

ar
eh

ou
se

 E
xp

os
ur

e 
$2

.7
 

$3
4 

$0
.4

 
$0

.7
 

$0
.5

 
$1

.2
 

(5
1.

3)
 

($
1.

4)
 

Su
bt

ot
al

 A
B

S 
C

O
O

 R
el

at
ed

 E
xp

os
ur

e 
(2

) 
S0

S 
($

1.
8)

 
(S

1 
.S

) 
($

1.
5)

 
(5

2.
9)

 
(5

4.
4)

, 
51

0.
1 

57
.0

 

L
.S

. 
Su

bp
ri

a:
a 

M
or

tg
ag

e 
R

el
at

ed
 E

xp
os

ur
e 

L
oa

ns
 

$2
.9

 
$1

.5
 

($
0.

0)
 

(S
O

.I
) 

($
0.

0)
 

($
0.

1)
 

$2
.9

 
$1

.5
 

T
ot

al
 R

at
e 

of
 R

et
ur

n 
Sw

ap
s 

50
.1

 
(5

0.
0)

 
50

.0
 

$0
.1

 
50

.0
 

$0
.1

 
($

0.
7)

 
(5

0.
0)

 

A
B

S 
B

an
ds

 
$4

.2
 

53
.0

 
(5

0.
7)

 
($

0.
9)

 
($

19
) 

(5
2.

5)
 

$4
.0

 
53

.0
 

A
B

S 
C

D
S 

$4
.2

 
$6

.6
 

$2
.3

 
$3

4 
$1

.1
 

$4
.5

 
(5

5.
9)

 
(5

5.
5)

 

Su
bt

ot
al

 U
.S

. 
Su

bp
ri

m
e 

M
or

tg
ag

e 
R

el
at

ed
 E

xp
os

ur
e 

(3
) 

$1
1.

4 
53

1.
1 

$1
.6

 
$2

.5
 

($
0.

8)
 

51
.7

 
50

.3
 

(5
1.

0)
 

T
ot

al
 A

B
S 

C
D

O
 1

 
Su

bp
ri

m
e 

E
xp

os
ur

e 
$1

2.
3 

59
.3

 
$0

.1
 

$1
.0

 
(5

3.
7)

 
(5

2.
7)

 
51

04
 

56
.0

 

N
ot

es
 

(1
) 

N
et

 E
xp

os
ur

e 
is

 d
ef

in
ed

 a
s 

po
te

nt
ia

l l
os

s 
to

 W
e 

:ir
as

 in
 a

n 
ev

e 
to

f1
00

%
 d

ef
au

lt,
 a

ss
um

in
g 

ze
ro

 r
ec

ov
er

y.
 

Po
si

tiv
e 

am
ou

nt
s 

O
rd

ca
te

po
te

nf
al

 l
os

s 
(t

on
g 

po
si

tio
n)

 i
n 

a 
de

fa
ul

t s
ce

na
ri

o.
 

N
eg

at
iv

e 
am

ou
nt

s 
In

di
ca

te
 p

ot
en

tia
l 

ga
in

 (
sh

od
 p

os
iti

on
) 

In
 a

 d
et

ai
n 

sc
en

ar
io

. 
(2

) 
In

 d
et

em
iln

in
g 

th
e 

fa
ir

 v
el

ue
of

 th
e 

F:
im

's
 A

B
S 

C
O

O
-r

el
at

ed
 e

xp
os

ur
es

 -w
hi

ch
 r

ep
re

se
nt

 th
e 

m
os

t s
en

io
r 

tr
an

ch
es

 o
f 0

1e
 c

ap
ita

l 
st

ru
ct

ur
e 

of
 s

ub
pd

rn
e 

A
B

S 
C

O
O

S-
 M

or
ga

n 
St

an
le

y 
ta

ck
 in

to
 c

on
si

de
ra

tio
n 

ob
se

rv
ab

le
 d

at
a 

fo
r 

re
le

va
nt

 b
en

ch
m

ar
k 

hs
tr

um
en

ts
 in

 s
yn

th
et

ic
 s

ub
 p

ri
m

e 
m

ar
ke

ts
. D

et
er

io
ra

tio
n 

of
 v

ar
ie

 in
 th

e 
be

nc
hn

ta
rk

'in
st

w
re

m
s a

s 
w

al
la

s 
th

e 
m

ar
ke

t d
ev

eb
pn

x:
nt

s 
re

fe
rr

ed
 t

o 
ab

ov
e 

ha
ve

 le
d 

to
 

si
gn

if
ic

an
t 

de
ck

ne
s 

in
 
th

e 
es

tim
at

es
 o

f 
fa

ir
 v

al
ue

. 
R

in
e 

de
cl

in
es

 re
fl

ec
t 

in
cr

ea
se

 in
 i

m
pl

ie
d 

lo
ss

es
 a

cr
os

s 
th

is
 p

or
B

N
io

. 
th

es
e 

im
p'

 ie
d 

lo
ss

 l
ev

el
s 

ar
e 

co
ns

is
te

nt
 a

sh
 th

e 
lo

ss
es

 i
n 

th
e 

ra
ng

e 
be

tw
ee

n 
11

%
 -

19
%

 M
w

lie
d 

by
 th

e A
B

X
 i

nd
ic

es
. 

T
he

se
 c

um
ul

at
iv

e 
lo

ss
 L

ev
el

s,
 a

t a
 s

ev
er

ity
 ra

te
 o

f 5
0%

, 
im

pl
y 

de
fa

ul
ts

 i
n 

th
e 

ra
ng

e 
of

 4
0-

 5
0%

 M
r 2

00
5 

an
d.

 20
6E

 o
ut

st
an

di
ng

 m
or

tg
ag

es
. 

(3
) 

In
 c

al
cu

la
tin

g 
tu

e 
Pa

le
 v

al
ue

 o
f 
be

 F
lm

i s
 .S

. s
ub

-u
rn

e 
m

or
tg

ag
e 

re
la

te
d 

ex
po

su
re

s 
- i

nc
lu

di
ng

 b
an

s,
 to

te
r 

ra
te

 -o
f-

 re
tu

rn
 s

w
ap

s.
 A

B
S 

bo
nd

s 
(I

nc
lu

di
ng

 s
ub

pr
im

e 
re

si
du

al
s)

 a
nd

 A
D

S 
C

D
S-

 M
or

ga
n 

St
an

le
y 

te
ck

 i
nt

o 
co

ns
id

er
at

io
n 

ab
se

rv
aW

e 
tr

an
sa

ct
io

ns
, 

th
e 

co
nt

in
ue

d 
de

te
ri

or
at

io
n 

in
 m

ar
ke

t d
at

a,
 a

s 
re

fl
ec

te
d 

by
 M

e s
ha

rp
&

da
m

 In
 th

e 
A

B
X

 i
nd

ic
es

, a
nd

 o
th

er
 m

ar
ke

t d
ev

el
op

m
en

ts
. 

in
cl

ud
in

g 
up

da
te

d 
em

ul
at

iv
e 

lo
ss

 e
at

s.
 T

he
 fa

ir
 v

al
ue

 o
f 

th
e 

A
B

S 
B

on
es

 d
ec

lin
ed

 s
ig

ni
ñc

am
ly

, 
w

itc
h 

w
er

e 
ri

ve
n 

by
 in

cr
ea

se
s 

in
 i

m
pt

bd
 c

um
ul

at
iv

e 
lo

ss
es

 fo
r 

su
bp

ri
 

te
 r

es
id

ua
ls

 to
 le

ve
ls

 e
qu

iv
al

en
t t

o 
th

os
e 

no
w

 s
ee

n 
in

 T
he

 m
ar

ke
t. 

4 



r-1 rv. 

Vi 'h 
en 
G] 
.m 

Ivi 
v1 

o 
4 

r1 Psi 

u; 

iñ 

r+ 
.1 

u, 

CONFIDENTIAL BARC- ADS -01024471 



o o 
N 
rn o 
o o 

o 
cr) 

0 
-c 

(1.) 

CONFIDENTIAL 

rl a el r-4 

gr3 
4;Ci 

hi* 

on 

rrI ir! 

E 

.0 

BARC-ADS-010 244 72 



CONFIDENTIAL 

0 tin 44 
rr'h 

ref 

3rMI to 
wp 

o o 

,, ,: 

10 9 A '.; . , .. z i , : 1 
5 

.../ " 'n . i 

, ,§ ghil i 1 ' 4 t ro $ . 

Iiii rt: , 41 isB ik-' -41 A gli VI 
rt.. rl '0 ria'...,: 

' ilib 0, 
'...DW 

tfl P '6 ' 

in 

BARC-ADS -0102 4473 



CONFIDENTIAL 

11..11 

'Y 1 r3 
MT+ m 4J b b 1 .t; 1 ni 

r! F'a7 P.ñrJ .i p,w '^ n 
O 

' ÿ W y b9 C+ i.v. iu ' 
¡1 

, a 
Jy r= W 

.-~ 
1l1 h V W4 W, 4 .i W i 'V 

Rol F 
: 

al bârpü. wc 
:{ ,y .p7 [y 

Rim 
$ 

A '^ 
W g 

v 
r t% 

A 
.L Af t nW ' 

8 väaA °al,,' 4 ,1 twti'.], 

1 
y 

Ñ á + 4p a d H n 

- u Á 1 
n - , rY ' , r ¡ 

^' } N il ni 
{4/]' 

iu 1 '!'A i tn'<P9 
OÌ G1 + W N n W G f 
U 

F7 á ' ó 
a i = 

w a p u 
ttÿ ia pY yy Ç m 

,1 W b .ri g 1H 6 8 b. 

r á .. ,.., w 
Gi V, 

ff :á 
E- G+l w . ÿ 4 .i CJ , i + n iY - 

ófl 
s? N Ñ b ñ-I 

ç-1 

C ÿ d¿I 
kr: ri r 9 FQ G 41 

IC 

M 
ll FI Fÿ gll `.ï L .ÿ ;LI 

i%' N ö i4 t+ 
oy, 

o L 
¢a [ M ' A p l . LJ w of OI '4Oi fl$ MW 

á 7 ° 
g3 

r,r' 

` 
i , 

.:1; 
g 2 6prl p 

:5 
Ñ .: a . .F. in 4 4'% H e in "Ó ^jy fJ ( 

E-7 TJ 
C^. L J G N C1 E TJ N " ^J, 

Jnl GGp, 

PF u :4 .p i iv ü0 uu N yr r.l 
l+ tq 

O'' 6 G5. 
J M Ñ 6L wl' ilA M 

d J 

ui 
+ b 

cQ... ° Iw1(.1.1 
y ,cl y; r 

r a w U t ''" d ä 
W éj 

.Y, 
. 

o- 
o 

('g1 
R 

,u+ [,, 4 ° ` G y pn p rf H is G et" 4.+s7 +y^ F!"!Ny ¡W +7 a ` ' :rl ry: vi Ú N Q Ó N N 
1:41 áßb áw1 p6d1 

É N 

gC 

c 'g 171) G:.iÿ"`á Y í ° ^i 7 á .¡'. 
wt-.i gig a -`WJ s0 ! ,,,Z w g a a 

d k °ñ F: 
4i7 P. i '0 w ii ñ ra rs i^', ; ta - 

b ti 

CO 

BARC-ADS-01024474 


	2016-12-14 -- Exhibit 41 FILED UNDER SEAL
	41.pdf
	Ex 41 -- 2015-08-19 -- Kreitler Deposition Transcript (full)
	2120598-1
	Word Index
	All
	& - 2015
	209 - abs
	abs - article
	asg - back
	backed - biannually
	bid - carroll
	carroll - communicate
	communicated - consulted
	consulted - date
	date - disagreed
	disagreement - eileen
	either - fact
	fail - four
	fourth - guy
	guys - incurring
	independent - kaczka
	keegan - kreitler
	kreitler - looks
	looks - markets
	markets - minutes
	mischaracterizes - nim
	nim - office
	office - particular
	particularized - portfolio
	portfolio - process
	process - quorum
	r - recollection
	recollection - representing
	represents - risk
	risk - says
	says - setting
	setting - statement
	statements - takers
	talented - tokyo
	told - transfer
	transferred - valuing
	variance - witness
	witness - yoss

	Alphabetical
	Numbers and Symbols
	& - 2015
	209 - abs

	A
	209 - abs
	abs - article
	asg - back

	B
	asg - back
	backed - biannually
	bid - carroll

	C
	bid - carroll
	carroll - communicate
	communicated - consulted
	consulted - date

	D
	consulted - date
	date - disagreed
	disagreement - eileen

	E
	disagreement - eileen
	either - fact

	F
	either - fact
	fail - four
	fourth - guy

	G
	fourth - guy
	guys - incurring

	H
	guys - incurring

	I
	guys - incurring
	independent - kaczka

	J
	independent - kaczka

	K
	independent - kaczka
	keegan - kreitler
	kreitler - looks

	L
	kreitler - looks
	looks - markets

	M
	looks - markets
	markets - minutes
	mischaracterizes - nim

	N
	mischaracterizes - nim
	nim - office

	O
	nim - office
	office - particular

	P
	office - particular
	particularized - portfolio
	portfolio - process
	process - quorum

	Q
	process - quorum

	R
	r - recollection
	recollection - representing
	represents - risk
	risk - says

	S
	risk - says
	says - setting
	setting - statement
	statements - takers

	T
	statements - takers
	talented - tokyo
	told - transfer
	transferred - valuing

	U
	transferred - valuing

	V
	transferred - valuing
	variance - witness

	W
	variance - witness
	witness - yoss

	X
	witness - yoss

	Y
	witness - yoss





	2016-12-14 -- Exhibit 42 FILED UNDER SEAL
	2016-12-14 -- Exhibit 43 FILED UNDER SEAL
	43.pdf
	Ex 43 -- PX 278

	2016-12-14 -- Exhibit 44 FILED UNDER SEAL
	44.pdf
	Ex 44 -- PX 279

	2016-12-14 -- Exhibit 45 FILED UNDER SEAL
	45.pdf
	Ex 45 -- PX 277

	2016-12-14 -- Exhibit 46 FILED UNDER SEAL
	46.pdf
	Ex 46 -- 2015-10-01 -- King Deposition Transcript (full)
	2147065-1
	Word Index
	All
	& - 12:28
	12:30 - 253
	254 - 8:31
	8:37 - alt
	amalgam - attempt
	attempt - basis
	basis - breaks
	brief - certainly
	certified - confidential
	confidential - covered
	covering - deposing
	deposition - dollars
	domain - employed
	employee - explains
	explanation - form
	form - good
	good - i.d.
	iain - involved
	involvement - know
	know - long
	long - market
	market - mentioned
	merit - name
	names - objectives
	obligation - p&l
	p&l - plaintiffs
	plaintiffs - privilege
	privileged - ready
	real - remarkable
	remarked - responsible
	rest - sale
	salesperson - sentence
	sentence - sorry
	sorry - subprime
	subprime - test
	testified - tom
	tomaino - transactions
	transactions - variety
	variety - worked
	worked - zero

	Alphabetical
	Numbers and Symbols
	& - 12:28
	12:30 - 253
	254 - 8:31
	8:37 - alt

	A
	8:37 - alt
	amalgam - attempt
	attempt - basis

	B
	attempt - basis
	basis - breaks
	brief - certainly

	C
	brief - certainly
	certified - confidential
	confidential - covered
	covering - deposing

	D
	covering - deposing
	deposition - dollars
	domain - employed

	E
	domain - employed
	employee - explains
	explanation - form

	F
	explanation - form
	form - good

	G
	form - good
	good - i.d.

	H
	good - i.d.

	I
	good - i.d.
	iain - involved
	involvement - know

	J
	involvement - know

	K
	involvement - know
	know - long

	L
	know - long
	long - market

	M
	long - market
	market - mentioned
	merit - name

	N
	merit - name
	names - objectives

	O
	names - objectives
	obligation - p&l

	P
	obligation - p&l
	p&l - plaintiffs
	plaintiffs - privilege
	privileged - ready

	Q
	privileged - ready

	R
	privileged - ready
	real - remarkable
	remarked - responsible
	rest - sale

	S
	rest - sale
	salesperson - sentence
	sentence - sorry
	sorry - subprime
	subprime - test

	T
	subprime - test
	testified - tom
	tomaino - transactions
	transactions - variety

	U
	transactions - variety

	V
	transactions - variety
	variety - worked

	W
	variety - worked
	worked - zero

	X
	worked - zero

	Y
	worked - zero

	Z
	worked - zero





	2016-12-14 -- Exhibit 47 FILED UNDER SEAL
	47.pdf
	Ex 47 -- PX 476

	2016-12-14 -- Exhibit 48 FILED UNDER SEAL
	48.pdf
	Ex 48 -- BARC-ADS-00072417-19
	BARC-ADS-00072417.pdf
	BARC-ADS-00072419
	BARC-ADS-00072419a


	2016-12-14 -- Exhibit 49 FILED UNDER SEAL
	49.pdf
	Ex 49 -- PX 286

	2016-12-14 -- Exhibit 50
	2016-12-14 -- Exhibit 51
	51.pdf
	Ex 51 -- 2007-10-24 -- Reuters Article

	2016-12-14 -- Exhibit 52 FILED UNDER SEAL
	2016-12-14 -- Exhibit 53
	2016-12-14 -- Exhibit 54 FILED UNDER SEAL
	54.pdf
	Ex 54 -- 2007-12-10 -- AP article

	2016-12-14 -- Exhibit 55
	2016-12-14 -- Exhibit 56
	2016-12-14 -- Exhibit 57
	2016-12-14 -- Exhibit 58
	2016-12-14 -- Exhibit 59 FILED UNDER SEAL
	59.pdf
	Ex 59 -- 2015-10-29 -- Varley Corrected Dep Transcript (full)

	2016-12-14 -- Exhibit 60 FILED UNDER SEAL
	60.pdf
	Ex 60 -- PX 400




