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Subprtme Mortgage Risk 

Given the recent volatility in subprime mortgage market we put together the attached analysis of the major risks in 
the Mortgage business. The report follows the format we use in the Credit Widening Scenario and includes details 
on our long positions and how they are being hedged. The specific desks that are long subprime risk are "Residential 
Credit", "ABX & Single Name CDS", and "COO". We have reviewed this risk analysis with Dan, Bill, and Armen and 
we would be happy to walk you through the details. 

Regards 
Mike 
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AB of cob 17/07/06 

Non-Agcy Prime & ARM3 

Non-Resi Origination 

Acquisition commitment 

am Loan Trading 

AIlS Loans & Finance 

CDO/CLO 

Credit 
Widening 
Scenario 

(85) 

(313) 

(287) 

(19) 

(7) 

(60) 

Positional Detalls 

Long $7.5bn securities ($1.6bn prirre fill. $1.9bn prime hybrid, $3.5bn ARMs & $O.5bnSubs) - slr",s 
limp,,,,,t $64nll'n. 

nn,~ 5~"lO.-nm inventory ($155mm MfA negarn ""iduals and $158mm option ARM [0) - str...s 

• Commitment: Long $8.9bn debt (str...s test $89mm) and $1.17bn bridge equity commitment (stress $198mm) 

• Loans: Long $5.Obn commerc:ial m:>rtgage 100tt'IS ($2.3bn Axed and $2. 7bn floating rate loans) - str...s impact 
$70mrn. 
• ~ Short$2.Obn1RORswaps (credit$42mm) and long $O.5bn CMEIS protection (credit$8mm) 

• Loans: Long $O.7bnconsunler and auto loe.ns· s~. impact$7mm. 

• ~ Long $6UOmmCOO bonds (.~s $60101) 

• COO Equity: Long $7Ommstructured product COO equity (s~s $35mm) 
• ~ Long $200mmCLO bonds (.~. $3mm) 

• CLO Equity: Long $4Omm structured product COO equity (s~s $200101) 
• Hedges: Long $210mm single name CDS protection on COO (credit $4mm) 
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