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CONFIDE NTIAL PRELIMINARY DRAFT - FOR DISCUSSION PURPOSES 

Sodete Generale Negotiations 

Negotiating: Position : Societe Generale (Soc Gen) views the substantial expected recoveries eln COOS 
and the funding benefit from collilteral po~ti ng M provi di ng great ncgotiOlting Icvcrilge 

• Soc Gen heheves expec led rt(o"'el'1~ lYllL fllCCf!ed coUa tEr~1 s'lClntlllLs vnder the CDS. BI .. c~Rod< (ash ' 1eY.' pmj er:\KlI'l!> 
s U~JX)rt lhl. ,\elY 

. Cr.h f low pl'Oj e<tions diHount. d at bond <cupor: ... the bz;. cue inc:! int. that Soo. (, .... ·s portfolo is: 6 f hi, h • • 
<J.III:ty than o ther (o unterpartles (bi'l~MOn project.ed .. allll!! of 1I'J:f for Soc Gen ~. ~~ for a ll COll'ltl:rp~n if5) 

• Tn .. :..,.,:1;", benefit Soc Can ~ceive:; (rom Ale. on cou..t~nt fO>led i::; the ,pre..:! be ,,",,'u n Ll80R.nd r e d funet. (5:>< Gen 
... ceivws lI 30R Ind p~ Ale; F. d fund$) 

Conc:e~slon~ : Soc (,en has been unwilling to sellrefereoc:e COOs to AIG below par 

• Sot G,n would b, rlMisunt to dup ronc.~sions . i .•. • <In¥t.,i-I: \l.rlli ter thin I few points, beellAe It b.1J.VH Ic[)ncm;c 
",,",,, fro on colialtrat and Ilxpll ~ tlld rllco"llr;e:; on COOs arc \\/orth """rll than p¥ in samll casu 

. 50, Gen exprlMsed willin"",ss to unwind lowe5t-qualil) trade , ,t.n effeotive prioe of ~90 butonl) if it rehirn the 
reference CDOs (I.e .. fo r ~ COO priced at 30%, XlC Gen keeps lO r, coUalerll, recelvu 2G% mere In ,,~h from AlG , kee~s 
the bcn:lllnd the upside, !OI1d rips up CDS with "IG)_ Thi< IlTangement would not be !lCce pt! ble under tne contemFL.t..d 
structur. o f Maidln Lane III . 

Access to the Assets: We believe that Soc Gen owns mo~t of the reference assets In Its portfolio 
(- SU bn of S16.-4 bn) 

• - S! bn worth 01 ret erence ISSIlt!! m!y h~\,11 bll~n sold to GoLdl"lar1 '5~(hs 

• We ~a·~e heorel :ccond ·llc"d from G trGder thGt So< Ge n h ... p l.cd , ed much of the portfoLio to til e Fed eli.count window 
for fu lcrt li~uidit'l 

Other Factors 
ewnts 0; 



CONFIDE NTIAL PRELIMINARY DRAFT - FOR DISCUSSION PURPOSES 

Sodete Generale Portfolio Overview 

Societe Generate Is the largest counterpart)· 

• 51 II. " Dillion, r@presentll'li 2~lI. 01 tout (!)u nt~rparty e'XpO"'u'e 

51 . " billlDrl in additio nal collater al h<t!l b@en reque-s.ted, but not posted a<> of 10/U 

• 5o(iUe Cienenle tw$ re(eived (0I1<1le r41 indel)tnd~nl ilflount; frO'Tl " number o f bonds lhill lia'Je been 
(k.,. .. nv·deo:l 

• 8lactFoct '~ orojected \la lues are In line with v~1u5 im~IiEd !:yeoHater"l ~ted. but hiih!r than (QUIltr,,' 
rtcue:;ted , i,e . • Blacl<.Rocli e.o.p e(1:i the portfolio!l;· puforn b ettu tllIn v4 tues impUed by requene4 collatu.ll 

In the bine cue , Societe Generale 's portfolio Ius similar expected losses to the overall 
portfolio , but In stress cases, Societe Generale's portfolio deteriorates more rapidly than the 
overall portfolio 

Societe Generale's portfo lio Is heavily conc entrated in subprlme RM BS and In earlier vlntage~ 

• 52); of thl portfolio i; ~ mprlsld of ruidenti It su~prime s eu ...- itie" comp .r. d to .>nly 36/\ for III ~C>UI"ItBrp arties 

• 2~% of the portfolio is eoncentra ttJd in the 20 04 '{intaae, cORlpared to just 18% for all eoun terplIrties 

There are feWilr high quality assets in Societe Generale's portfolio on a relative basis, but the 
bottom of the credit spectrum resembles the OVErall portfolio 

• Cln iyZ1 ll 01 ~let' Cienera le '5 portlollO IS r~ted AAA (\5 , 3t~ cverall ) 

• B'~\ bel"", In ''(~tm(n t C r~<:> ;" icle nti<~ l between Soe,e t ( Genec..t( .nd the tc>t.l portf<:> li<> (U Y- ) 

" c,----------------------------~----
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Sodete Generale Portfolio VS . All Portfolios 
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CONFIDENTIAL PRELIMINARY DRAFT - FOR DISCUSSION PURPOSES 

Goldman Sachs Negotiations 

Negotiating Po:.ltion : Goldman Sachs is the le~ t risk averse counter party , t .e ., the only counterparty 
wi ll in!! to tcar up CD S with AIG at agreed· upon prices ;lind retain COO exposure 

• ~'mAl' IIl>pro l ched AIG 1M ",u! LII I In dl;cms turrli U} th~ ells mntr~ct~ 

.. O!.ac:U<oc: l; hu odvia d " IG on llO .. in, ",, ? CD~ in the ~kh"'n ?Orlfolio with .. ~~bn no l ion,1 

• These transact ions ..... ere se lected because they WEre cI !;tre~.d pmitiDns likel~ to e)(perience credit eve."IlS a-.d 
( I;)nvel" t to cnh positions in the next few )~US ((aJlenint 10 n Ih pos itDns reduces ""y basis bU'o'I.-een tt;e CDO 
""d CDS VoW,., ) 

• The bid-offer sprud between Ale. and l>oldm3n or thi!~iI" CDS tur·ups is ooS300 milhon 

.. Go!oo ..... h.: expre~sed G wiUin &ne--..:; to ""'~ ti ~te te..,--up:; en " d<litia"" t t .... <lc~ (indudins '; S;IO lIle ti c Abac u:; 
tr,,'>'l ac\>CI"IS ) 

Concessions: Goldman would llkely iK:cept a sma. cOJlCe~sion but may look to Its funders to absorb 
the loss (or a portion of the loss) 

• Go !dry;" n'~ e:(pc~ure to 11.1(; b limited to the difference between coU"teral re<!u~ted (wh~t they ~re like ly paitin li to 
s"" P count. rp..-t i.i) Ind (oLL,teral rece ived . t mYiiven ,illle from AI G. Whil. h, di ina this AI G countt rpa.t:- ris k is 
. <pam;·,. . the ( OS\ Yiould tr'nillt, into no more thin Z points 0;"1 the whole portfolio 

• Co!dm!!n '5 5 \V~ p counterpart Ie, ~re eXpCI,ed to Go Idm!!n Sachs r~ther til ~n AI G counter-perty rtlk, en d ilro therefore less 
lik_ ly to b. r.,_ptiv_ to d •• p ~onc ... ion. 

Acce)s to the /Usee ; Goldmim has silid thllt i t doe} not t-vld the Cllsh COOS, but has beck·to·bdCk 
:OWdlJS on most uf lhe 1)IJ)llIuJJS 

Otheof F;v. tnn 

• Secane Gotd mln pri<:e, have been comin entl, lower th9n :hird·party price!, GoldmMl Ind AIG hive nWlie1ed.b 
" c, _ -".o .... "'.r.Lt9f. tini.pro to:o l in which Goldman'. pric •• ,.~,i ... n' 12:t P"':sitiv.~:"i.-c ut for , otlat .... I,eo,D\: p.~ 

Go!m""l raquHtad coUUtralamount, th .... foll!, is gerltnUy ' 1~ h ahtr th.n the ' , ,,ad coUn ara l plH:"Q .... Itt l-iy<li";S
t iTe 



CONFIDE NTIAL PRELIMINARY DRAFT - FOR DISCUSSI ON PURPOSES 

Goldman Sachs Portfolio Overview 

Goldman Sachs Is the second largest counterparty 

• 51 <4. ~ Olllion. representll'lf 11'j, 01 tout counhrparty e:.po":u~e 

51 .1 billiDfl I n add! tlonAI collater 0111 hit!l b@en reque-!l.ted, but not post~ ~ of 10/2-4 

• Go.drra, 's (ounn,l rl!l;IlIut doe not reflc( t «IV ha irw : :a Gddm~n Pl'" ice lIer the pro to<ol esYbiished wi t'l A' '', 
w .t leul ll 12i1 '4' oU" ibu Ltlblc to the h~ir~ul ..... lI .-em~n ... g-"." the no ireut p ro to<ol i, c(fcCli~c 

• 8lact floct '~ orojected I/a lues , rll hi i her than coUatenll1!!quested , i .e . . SlackRoc k e:qletlS the portfoto to perfern 
bett er th.n ,'alues implied by requn le d coUatenl 

1he portfo lIO is projected to experience higher trOinche principal losses than the overall 
portfolio I n all cases (e. Ii. , 15" htliner than the total portfolio In the base case) 

Despite II 51gnlflcMt concentration In pri me/agency RMBS , the overllil qU.III lity of the portfo lio is 
Impaireod by a large exposure to Alt-A RMBS 

.29% of th l Uo ldm~n PQrtfQ!io ~ ~rime/.&enoy ~eouritie. ~on<:; 8 n tr.te <l in II few hi ih · ~ ul lily COOs, tom" .... d to 

only 17\\ for t~ e tot!l PQrtfolio 

• t'bNe,"er, ~rothe r iO-t>of the portfo lio is compri:ied of Alt-A. R¥BS (v.i. 17'1, of th t wtal ) 

• Additionall:" 55!!:: 0; Gold ... , n'~ portfolio i. concentra ted in 2005 vintage .:=et!: (co ... p~ ... d to 39t tot.l) 

Dy rl1t1ng, Goldman " portfolio is barbelled 

• 3 ~ '" of .~,"t l fli t ....! U.6 (r"""l'u"rI m ~'J.) , hut 1 ~'t an b.lo", Inv .... t ... ent Grodoo (toml'u"d 1 ~ 'iI. ) 

" c,--------------------------------- _ _ _ _ _______ B lACKROCK 
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Goldman Sachs Portfolio vs. All Portfolios 
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CONFIDENTIAL PRELIMINARY DRAFT - FOR DISCUSSION PURPOSES 

Deutsche Bank Negotiations 

Negotiating Position: Since AIG owns the funded portions of the reference COOS , terminating 
Deutsche Bank's fimmcing facility will involve little negotiation 

• Deutsche is tin ancln2 I:.IG's po'5 ition In "I a 7 de ~I,;, includine Project Max (which (omprl'les the vast majOrlt! of Deutsche ' I 
p:m follo w1 th AlG) 

• AlG b@liev€1:thatth ...... ar .. no .. arly termination p"naltie~ forendinQ the fundinG facility 

olf it Nere rDt terminated, Deutsche 6an~:s fi nancin2 'h'Ould rclloff J to 6 year.; in a s t a~:!l:e red fashion (Mid AIG VKJLid 
fu nd the refere nce COO, piecemeol over th.t period) 

ConcessIons: Thus far, Deutsche hilS not been approached to unl'l1nd the facility because of the 
liquidity benefit that Deutsche has provided to AIG 

• Becau,,, D .. uische' , fund ina commitment toAlG (OmUm"'5" lUi'" "moun t of firm '''pit" l, we be l;"ve Oeui5,h", ",odd b", 
amenable 10 ~ome concession on Ihe sale~ 

• Deut;che' ~ f lnancin2 taciti ty has allowed AI G to delay co m;> letely fundin& the Project Mi5X Ir ade and other 2 a7 dea I:; 
(.ttroui!h AI G h"s post .. d ~S 2.8bn (oll~!I"r,l to O",uu(h",) 

• AJG would be the party to se ll the refe rence COOS into any ,true lure , after pro"idin!/, to Deutsche the fullnoliona l 
balance (mir,u; <lny coll<llera l <l lrudy posled) that Deutsche hiE funded 

Access to the Assets: Based on anecdotal information, we believe that Deutsche is holding the 
reference COOs 

BLACKROl1< 1 I] 1··-·-·-·-----·-·-·-··---·-······---········--········---.... -.-.-.-----.-.-.-----.-.-.... ---........ --........ ---...... - ... . 
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Deutsche Bank Portfolio Overview 

Deubchc Bank Is the third largest co unterparty 

• '>7 b tllli1Ion. repr@Sf! nttni l ' 1, o t totll l (OIJRtl!rp~ rt1 ~Tpoi l re 

• ,l,lmc~: 21! of tin ~po:urc .. compn,,,,d of the I'ro}c<: \ !~ COO, .,...;th ;" backed by AM CMS~ I eRE 

SO. I blllltJfl ln dddltJonclt collate ral has been requested, but 001 pQlled en of 10/2-4 

• .Al.t. .... ,,;: ... Proj . dM!olC ic not e)(p<tc l. d to _'-;.nc~ .... :- ?rir.cip'" ~<. C'Ollatnai ~t;"' S dri". n by (A<8X 
s pre,cs 

• Tn .. c!iffercrKc bebvecn eu~kRoc:"'~ mDdeL price n the b;r.e C.::iC ond exlre me .tR~ Cll~C re n .. e I II hi,hor 
d i!;,ot.r1 t rate app lied to Ike b8~C C Me "r.;hfloy,,; """", c i~te:l "" . di<countini 01 UBOP for the extreme slr~s <: ~e 

Deutsche 's f)rJ rtfo/io has virtuafly no forecast trar"he principal losses in aff case' s 

, ""'------------------------------------------ ___________________________ . B~KR~ 
Sil LU T I ONS· 
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Merrill Lynch Negotiations 

Negotiating Position: Merrill Lynch feels that its inexpensive financing and collateral received from 
AIG limits any incentive to unwind trades at Ic~s thil.n par 

• "'erriLi has indic~ ted that in some c1ISes It has lacked In ine'l<penslve, lone-term financlne tor the COOS for which il has 
purciHs~d protection tro m AIG. In other cases, Merrlll's flm nclng Is short-term 

.In di<cu,~ion, reguding, ,.1. of t ho. t"@f"renc .. Coo" Merri ll ""~ not wi lling to .. xtend fir'lancinG under any t.rm< to AIG 

Conce~sion~: Me rrill has been unwilling to sell reference COOs to AIG below par 

• Like Societe Generale . Merrill will lilo:;ely be resis tant to deep concess; i:o rn; becaus;e they are satisfied with the current 
a rr~n2tlment, but m ~~ be re(e pli.'e to a small com;e~lio n 

• M~rrill W"' n::> t intere5te d in tMri ng up My CDS with "IG ~nd keeping the reference CD05 

Access to the Assets: Based on dIscussIons wlth traders, MerrHl owns many of the reference COOs 
and finances them wUh thIrd-party banks and condulb 

BLACKROl1< I I 8 ~-----------------------------------------------------------------------------------------------------------------------"'-
SOLuTIONS" 
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Merrill lynch Portfolio Overview 

Merrill Lynch is the fourth largest counterparty 

• ')b.4 billion. representm2. 1 0;1, of tata l counterpart! eX!Xl;ure 

There have been no additional collateral requests s ince 10124 

• h:errill requesl:5 CO LLateral in line with its OWIl mar~s (ratherthan third-party mark.s) on the position5 

• BladRock', proj .. ct.: tho. portfolio to p .. rform wors .. thm "al ..... , implw.d by collateral r"qu. "t"d 

Merrill's portfolio i:; projected to experience higher tranche principal losses than the total 
por tfolio under every scenario 

The portfolio is heavily overweight sub prime and inrer COOs 

·479; of the portfolio is; concentrated in subprime RoABS Icol1p~red to 36% overall) 

• 2~9; of the portfolio is oompri ... d of inn . r COOs (com~a rlEd to U~ fer th .. entire portfo lio, 

.9n is mncentrated in the 2004-2006 vintages L:mmpared to EO':; o'lerall) 

Only 19~ of the portfolio is rated AAA (compared to 16~), while 25% is below Investment Grade 
(compared to 18% total) 

BLACKROl1< I I 9 r-----------------------------------------------------------------------------------------------------------------------"'-
SOLUTIONS" 



CONFIDENTIAL PRELIMINARY DRAFT - FOR DISCUSSI ON PURPOSES 

Merrill Lynch Portfolio vs. All Portfolios 
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Calyon N~tiations 

NC'90tiating: Position: Calyon is highly dependent on AIG collater .11 posting because of tke lowet'" 
quality of collateral b;x:klng its portfolio, ;md h~ been aggressive with collateral rcquc~b 

• ~~'aJl f! ohndependent !m:lunts (lAs) of (oUatera dUI!! b Innd ck:vmeradn. Calycln "s portfcltO 15 ..... ell·colidera'r.M by 
~. 

Conc:e ~:non:s ; Calyon wUlllkc:ly be receptive to a slnall conc:e s::.ion beca~e Its portfolio is com pri)Cd 
of (Deb backed by lower quality co llate.-al, but YI'Ould ~ist deep cancesstolU because of its 
ove rcollater alized position (and because in some cases collater;J1 posting alre ady approaches par) 

Acce~s to the A.~sets: Based on i!lne<dotal information , we believe Calyon owns tile referenc e mos 

Other Facton : 

• For one tranu dion in 1:11 ", Ci lyon portfolio I D !v; ~ Square V), the bond', downt rade nu I"I!s uLted in ,l,IG' s posting of par 
(bond price : 2 ~ and inde pe ndent amount upon do\M1~rade : 2~, reducin2 the vaiue to 0) 

• Ale; h ~~ diz~uled Ccly'm 'z ~oll~tera l re quezt for other tr ~ ..... ~dion~ in the pgrtf"lio (tho:ie wi th mar li:l ( rem G..ldman 
Slchs, sine. '-IG does not aive fu II credit to Goldman's marks for coll . ter.l postin, purposes), I n turn, (al)On \l\lilt not 
send the Davis Sq .nre V c ~sh COO to AIG despit@ the fact that IIIG has pos ted par 

'" ~, ---------------- _ _ ______ • BlACKROCK 
Sil LUTIONS· 
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Calyon Portfolio Overview 

Calyon s the flfth largc!Ot counterparty 

• 504 .3 hl l!lOll . re prtsenl lni! 7'A ot tolill {()I.Jnttrparty e.::PCS;UIl'! 

so. J billion In additional collateral has been requested ~ince Ion. 
• Calyon i:;: e.(pecled to reQ ... ~l more CgtW.ltf<l1 due to indeplI~l(lent arrounb I!i oon0 h~Ye been doVIniradell 

• B!acH.od', ~.oj~t.d \l a~ are , il"iflcanUy hilMr ,ka" Cal,..,n', . oIla tl!ll"al r.-quHU. L •. , 8"'d<lt~d< e><p.cls tt,. 
J):)ftidio to perforll'l oetltr than valu6 implied by mll.te,a! 'equMI", 

(a! ~'(ln '~ portfoHo I! fare<:crst to experience higher tranche principal losses In aU scenados, afld 
exhibits dhproportionaUy worse performance in extreme stress scenarios 

The portfolio Is heavily overweight 5ubprtme and 51lghtly overweight Alt-A 

• 5010 15 3ubprime ((omp!lred to 36:t overall) 

• 19Y, r:: Alt-A. ~1;&htlJ' hiaher th ~ n the tohl portfolio ':17t) 

,53)1 01111e portfolio ~ ~n,entr~ted in the lOOS '(int~~e (vs. 311 \> o'fer!ll) 

Only ZZ~ of the portfolio Is rated AAA (compared to 36~), and 16')f, Is below Investment Grade 
(comp,uerl to 18~ tota.l) 

'Ur'--·----·----------------------------- _ _ ________ BlACKROCK 
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CONFIDE NTIAL PRELIMINARY DRAFT - FOR DISCUSSION PURPOSES 

UBS Negotiations 

Negoti ating: Position : UBS has expressed strong interest i n providing seller repo-flnandng to faciU tate 
AIG 's purdlOlSc of the eDen in the UBS portfolio 

• Alt'1Ol.e' h l ks I re /'lOW on hold, the Ilrel llnmlll')' t~m sheet contenpLlted t hM the dIffe rence betwun p¥ '"( lhe 
collaUl1I1 pos ted WQ\Ild be Sl,Ibmltled by A1Ci to UII~ In the form of hlf,hly fa ted CLO (cUate r, l, held by UIIS wl ih OJ IOli 
h~r .. .t fer AM-n ted po, it io~, ~nd " lS't "" .. cut for p:»,:ioro uted M , A . nd 000 

• Nu:h of the focus for the repo tr"M"ftioo celllers on Trian . a GlO that is nearty half of the UBS portfolio (Sl .~n Ol.ll of 
S".Zbn). b.cl<.ed by n ',s AAA!We!> collill.erat (Sj;>, prime f ~tenq) , . nd is not PfOJe(ltd to lI!;.:perieno:;e ~es in Ihe 
8!.«tl<od : , t -e,; cr.e, .nd lillie 10 .. in the c><trc ... .e:;trc.~ C4>C (v.luc 0 ( ,)5 in lh ~ cJ<trel'\W ~~~ <' '"''II! whc:n n,h f·.ow.; 
. ,... di.ountad , \ Ih. bond (oopon) 

Conclmilons: Bec:aU$e- a significant portion of the UBS portfolio (Tri axx) Is very high quail ty wi th IItde 
expec tation of losse-s, UBS is likely to resist any deep concession 

Acce-~s to the- A~seb: Bi!lsl!d on ne-gotli!ltions with UB:\., we bellevl! that UBS h!15 repo'l!d pi!lrb of thl! 
portfolio (Trlaxx: and Ischus ), but has access to the reference CDOs 
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UBS Portfolio Overview 

UBS i~ tke sixth !;:Hgcst counter party 

• $4.1 bl l!I(In, rtprtsen l lni !I~ ot tota l (ounttlll ~rty &JlCSUIl'! 

SO . • billio n In additional co llateral has been r~quest~d <;ioc@ ,on .. 
• Dc.s:Uiocl. e1.pet ~ !.he ponrollo to perform ~Iiih tl~ 'YO" \! :han ... awe. implied b~ colLat,eral reQueneo:l to da te 

UBS'S portfotto IS projected to perform In line Wi th me over aU portfolio tn each scenario 

The portfo lio is heavily ove rweight primeJagency and AJt- A RM8S, with a conce ntration in 2005 
and 2006 vintages 

• Jl~ in e«I! Alt·A lind prime'~&l!n cy (co mp~rl!d to I n ~ .. h for th~ O\'~.Ll p<:I rtfolio ) 

• Tn, ~rt"'liQ is ov'r-.Yl il/,l'It 2006 (35% \ '$ . 2J'toverd) an1 underw. i ~lIt 2004 (1;: ':; V$. 18% o ven ll ) 

While 45" of the portfoli o Is rated AAA (compared to 36% ), 21% Is below Inve5trnC! nt Grade 
(compare d to 18% total) 

• AAA ;!Jlse t5 IIrll fou ~d i~ the Tria:oc. COO, ... hile the o the r CDOs in the portfoLio Mil ofs'R~m~a~ tl ~ lower qulllit)! 
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Appendices 
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Societe Generale Appendix 
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Sodete Generale (SA Overview from Davis Polk 
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Goldman Sachs Appendix 
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Deutsche Bank Appendix 
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Deutsche Bank (SA OVerview from Davis Polk 
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Merrill Lynch Appendix 
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Merrill Lynch (SA Overview from Davis Polk 
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Calyon Appendix 
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Calyon (SA Overview from Davis Polk 
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UBS Appendix 
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UBS (SA Overview from Davis Polk 
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Goldman Sachs 
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