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December 21, 2010 

Via Email and Federal Express 

Gary J. Cohen, Esq. 
Financial Crisis Inquiry Commission 
1717 Pennsylvania Avenue, NW, Suite 800 
Washington, DC 20006-4614 

Re: Potential Use of Quotes of Michael Lamont 

Dear Gary: 
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We represent Michael Lamont in connection with your letter to him dated 
as of December 15, 2010. We understand from your letter that the Financial Crisis 
Inquiry Commission ("FCIC") is considering the use in its Final Report of two excerpts, 
purportedly relating to statements made by Mr. Lamont in the course of his September 
21, 2010 interview, as well as materials related to those statements. While we greatly 
appreciate the opportunity to review and comment on the use of this information in 
advance of its publication, we object to its public disclosure. 

For the reasons set forth in our letter to you dated December 13, 2010, it is 
our view that the disclosure of any of the content of Mr. Lament's interview (or those of 
other current or former Deutsche Bank personnel) would be unfair and inappropriate at 
this time. 
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Gary J. Cohen, Esq. 

In addition to this general objection, we have reviewed the full context of 
the excerpts cited in your letter and wish to raise the specific concerns detailed below. 

First, your letter indicates that the Final Report may include the following 
observation: "Lamont said it was not his job to decide whether rating agencies' models 
had the correct assumptions." For support, it appears that you intend to rely solely on the 
statement by Mr. Lamont that that "was not what we brought to the table." We strongly 
believe that, as drafted, this proposed excerpt is misleading and will leave readers with 
the misimpression that Mr. Lament's quoted statement in some way concerned rating 
agencies or their models. It did not. Mr. Lamont explained that he was not qualified to 
discuss rating agencies. And, as you can see from the attached transcript, the discussion 
surrounding the quotation clearly shows that his comment came in response to a question 
concerning the overall turmoil experienced in the CDO market — not rating agencies or 
their methodologies. 

Second, your letter indicates that the Final Report may also include the 
statement by Mr. Lamont that "Our business was to make new issue fees, [and to] make 
sure that if the market did have a downturn, we were somehow hedged." We believe that 
this quote is similarly misleading. Absent the proper context, the excerpt will leave 
readers with the false impression that Mr. Lamont and Deutsche Bank were unconcerned 
about the performance of the transactions they arranged. On the contrary, and as the 
attached transcript indicates, the quotation attributed to Mr. Lamont was made in the 
course of a discussion about managed CDOs — specifically, Mr. Lamont was attempting 
to explain the fact that asset selection for those transactions was the responsibility of the 
asset manager, rather than Mr. Lamont or Deutsche Bank. 

Accordingly, we respectfully request that, insofar as the FCIC remains 
inclined to include either of the foregoing excerpts in its Final Report notwithstanding 
our objections, these excerpts at least be modified to accurately reflect the context and 
substance of Mr. Lament's testimony. 

We also would like to raise a minor point of clarification. Your letter 
characterizes Mr. Lamont as the "co-head for CDOs at Deutsche Bank." This is factually 
inaccurate. Mr. Lamont, as stated in his interview, is the former co-head of Deutsche 
Bank's CDO Primary business in the United States. 

As for your letter's general reference to the use of "related materials," we 
are unable, based on that description, to provide anything more than the general objection 
stated above. We would welcome the opportunity, however, to assess and respond to the 
use of any specific materials that the FCIC is considering including in the Final Report. 

Please be advised that, notwithstanding the foregoing, Mr. Lamont and 
Deutsche Bank reserve any and all rights they may have in connection with the ultimate 
content of the Final Report. 
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Please do not hesitate to contact me if you have any questions. 

Enclosure 

cc: Charlie Gambino, Esq. 
Director and Counsel 
Deutsche Bank AG New York 

H. Christopher Boehning, Esq. 

Sincerely 

Walter Ricciardi 

\^CLyua\ 
/MK 
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Excerpt of September 21,2010 FCIC Interview 
of Michael Lamont by Kimberly Shafer (49:20-56:32) 

Kim Shafer (KS): Do you care to comment about the rating agency arbitrage? 

Michael Lamont (ML): In regard to which asset class? 

KS: ABS. 

ML: Well, I think it was- the agencies made no secret throughout the last ten years of 
how they approached the rating of asset backed CDOs. And broadly, their methodology 
incorporated some pretty severe stresses, but — and this is not an area I really worked 
with much, uh, in my time at Deutsche Bank; I stepped away from structuring deals in 
2001, 2002, so I didn't spend that much time with the agencies — however, I think most 
in the industry would agree that the rating agency stresses, while severe, did not assume a 
correlated downturn in US housing. As they publicly pronounced, uh, they looked to the 
Texas recession in the 'SOs, uh, California on the brink of the aerospace crisis and other 
industry crises in the '90s, and they used that to create stresses, uh, within their- they 
obviously had a- each of the agencies [inaudible] in the space obviously had teams of 
PhDs, committees that set structure, set the criteria. At a general level though, their 
summary is that- their view is that there hadn't been a correlated national stress since the 
Great Depression, which was indeed a long time ago, so they would view severe stresses 
on a regional basis. They drew up their CDOs, they had an RMBS methodology for 
RMBS, [inaudible] CDO correlation [inaudible]. 

KS: Did you have conversations over the years with investors on this issue about 
correlation, about their understanding of rating agency models and how they got to the 
results that they did? 

ML: I must have when I was structuring deals in the late '90s and early in my career at 
Deutsche Bank. I don't recall any specific conversations that I had with investors in 
CDOs during my time at Deutsche Bank. 

KS: Do you have any general sense of what you think investors- there may have been a 
range based on, you know, the investor community is a very heterogeneous community 
but- What did investors think, understand, assume- were they buying because there was a 
rating and that was it, or was there a more sophisticated understanding? 

ML: Well, as you'd expect from our previous discussion, I'm not that familiar with the 
high-grade ABS CDO buyer base. The mezzanine ABS CDO buyer base consisted of ~ 
or at least to whom we sold — were institutions, insurers, all of whom were well staffed, 
had been in the business for a while. Although I don't recall any specific conversations 
with them my view is that the previous statement that I made about the housing market is 
something that, presumably they knew about it and were making these investments about 
[inaudible]. 

KS: What's your explanation for why there was such a wipeout in this asset class? 
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ML: Which asset class? 

KS: ABS CDOs unless I specify otherwise. 

ML: Fair enough, uh, well uh-

KS: Sorry, let's start- was there a wipeout in other asset classes—uh—types of CDOs? 

ML: Uh, there were on a price basis although many of the assets have since come back as 
we said today, so certainly leveraged loan pricing for- CLO pricing went down 
dramatically. [Inaudible] tranches went down 50-60 points. Triple-A tranches went down 
30,40 points. Extraordinary drops. Which has now come all the way back. You know, 
leveraged loans went down 40 points, so it, there was- Single B leveraged loans 
generically went down 40 points and that translates in the CLO prices we just discussed, 
so it's certainly not just ABS CDOs as an asset class that had a wipeout. That said, 
Mezanine CDOs [inaudible] a lot of the collateral went to 10 cents to the dollar, which 
obviously had problems. And I think more surprisingly the market participants, the high 
rated CDOs had problems, Single A and Double A, RMBS had severe problems which is 
where most of the losses in the space came from. Why did it happen? Uh, because the 
deal performed badly. Why did they perform badly? Uh, because the mortgages weren't 
paid. Why weren't the mortgages paid? Uh, US economy, they originated, uh, in the 
event, uh, or in the criteria that the, the uh, [inaudible] were being used [inaudible]. But 
all that, I hope that's responsive. You know, our job in CDO Primary and my own view 
of the market was to be agnostic to these assets. Our business was to make new issue 
fees, [and to] make sure that if the market did have a downturn, we were somehow 
hedged, either through actual hedges or in this market through various types of business 
strategy, uh, and to continue to issue new deals. So, you know, I certainly, in the event 
that it did indeed turn out that these, from a CDO perspective, bonds were more 
correlated than expected, that they would perform the same in the ABS CDO market, and 
that clearly reflects problems in the central mortgage market, but I don't- you know I 
[inaudible] could talk about it more. It wasn't how we in CDO Primary really- it wasn't 
what we brought to the table. We brought in our asset managers to pick these assets. 

// 
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